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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K
(Mark One)

B ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 20(

OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number (-32501

CYTORI THERAPEUTICS, INC.

(Exact name of Registrant as Specified in Its Grart

DELAWARE 33-0827592
(State or Other Jurisdictic (I.R.S. Employe
of Incorporation or Organizatiol Identification No.)
3020 CALLAN ROAD, SAN DIEGO, CALIFORNIA 92121
(Address of principal executive office (Zip Code)

Registrant’s telephone number, including area c(#k8) 458-0900

Securities registered pursuant to Section 12(hefAct:
Common stock, par value $0.001

Securities registered pursuant to Section 12(ghefAct:
None

Indicate by check mark if the registrant is a ielbwn seasoned issuer as defined in Rule 405 d¢oearities Act. Yedd  No

Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 ort®acl5(d) of the Exchange Act.
YesO No K

Indicate by check mark whether the registranth@s filed all reports required to be filed by Setl3 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefildsuch reports), and (2) has been subject
to such filing requirements for the past 90 days.
Yes No O
Indicate by check mark if disclosure of delinquiilerrs pursuant to Item 405 of Regulation S-K id oontained herein, and will not be
contained, to the best of the registrant’s knowéedg definitive proxy or information statementsanporated by reference in
Part 11l of this Form 10-K or any amendment to theem 10-K. Xl

Indicate by check mark whether the registrantlexge accelerated filer, an accelerated filer, maccelerated filer, or a smaller reporting
company. See definition of “large accelerated fil&accelerated filer” and “smaller reporting coary” in Rule 12b-2 of the Exchange Act
(Check one).

Large Accelerated FilerO Accelerated Filex Non-Accelerated FilerCd Smaller reporting compand
(Do not check if a smaller reporting compa

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Bxgie Act). Yes O No

The aggregate market value of the common stockeofegistrant held by non-affiliates of the registron June 30, 2008, the last business day
of the registrar's most recently completed second fiscal quartes, $1#®7,941,235 based on the closing sales pritteeakgistrar's commor



stock on June 30, 2008 as reported on the NasdazpGWarket, of $6.48 per share.
As of February 28, 2009, there were 29,313,441eshai the registrant’s common stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE
Portions of the registrant’s definitive proxy staent for the 2009 Annual Meeting of Stockholderkjol will be filed with the Securities and
Exchange Commission within 120 days after the drtdeoyear ended December 31, 2008, are incorpbiateeference in Part Ill, Items 10,
11, 12, 13 and 14 of this Form 10-K.
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PART |
Item 1. Business
General

Cytori Therapeutics, Inc., develops, manufactuses, sells medical products to enable the pracficegenerative medicine. Regenerative
medicine describes the emerging field that aimgpair or restore lost or damaged tissue and gedtion. Our commercial activities are
currently focused on cosmetic and reconstructivgesy in Europe and Asia-Pacific, fulfilling themand among physicians in Europe and
Asia Pacific for clinical grade stem and regengmtiells, and stem and regenerative cell bankialy fceservation) worldwide. In addition, \
are seeking to bring our products to market inUhéed States as well as other countries. Our propipeline includes the development of
potential new treatments for cardiovascular diseggieal disc degeneration, gastrointestinal disdiver and renal disease and pelvic health
conditions.

The foundation of our business is the patentedt(bei® System family of products which processes paties@hs at the bedside in real
time. Each member of the CelutigrSystem family of products consists of a centralicks\a related single-use consumable used for each

patient procedure, proprietary enzymes, and refagdimentation. Our commercialization model isdzhon the sale of Celuti@rﬁystems
and on generating recurring revenues from the singe consumable sets.

Our Celution® 800/CRS System was introduced during 2008 intdEim®pean cosmetic and reconstructive surgery ménketgh a
network of medical distributors. The CelutiB®00/MB is being marketed in Japan through our comiakzation partner, Green Hospital

Supply, Inc. (Green Hospital Supply) as part ofcheprehensive StemSourt€ell Bank, which prepares cells for cryopreservatiothe
event they may be used in the future.

The most advanced therapeutic application in codycet development pipeline is cardiovascular dise@sirrently, two cardiovascular
clinical trials are being conducted in Europe véthpose-derived stem and regenerative cells, psedesith the Celutiofi 600 System, an

earlier version of the Celutioh800/CV. The Celutioff 800/CV has recently been introduced to these dlirsites. One of the clinical trials is
in patients suffering from chronic myocardial isotia, a severe form of chronic heart disease, amatier is in heart attack patients.

In the United States, our goal is to seek regwadoid marketing approval on the Celutfr00 System family of products. We expect to
finalize our U.S. regulatory and clinical developrhstrategy in 2009.

Summary of Celutior” System Family Regulatory Status

Celution ® Series Region Clinical Regulatory Status Comments
Applications
900/MB Japar Cell Banking Approved
900/MB Greece Cell Banking CE Mark
Europe Cell Processing fcCE Mark Post-marketing studies
800/CRS re-implantation or underway for
re-infusion into reconstructive surgery
same patient
(General
Processing
Europe Seeking cosmetic In process
reconstructive
claims
800/cv Europe Will seek In clinical study

cardiovascular
disease claim
800/GP Europe Will seek multiple Pre-clinical
specific surgical
claims




Summary of Celution® System Family Regulatory Stat{cont’d)

Celution ® Series  Region Clinical Regulatory Comments
Applications Status
700/CRS USA Will seek Pre-clinical
reconstructive
surgery claim:
700/CV USA Will seek Pre-clinical

cardiovascular
disease claim

700/GP USA Will seek multiple Pre-clinical
general surgical
claims
600 Europe Cell Concentration CE Mark Two cardiac clinical trials
underway: chronic and
acute
200 USA Blood Processin 510 (k) clearanc

Our MacroPore Biosurgery operating segment manggeshinFilm biomaterial product line in Japan. ¥é¢d our non-Japan Thin Film
business in 2004. Pending regulatory approval pradathis product line would be distributed exaley through Senko Medical Trading Co.
(“Senko”) for anti-adhesion applications, soft tissupport, and minimization of the attachmentodif tsssues throughout the body.

Reconstructive Surge

The Celution® 800/CRS System is approved in Europe as a bedsideadfor separating and concentrating a patistgis and
regenerative cells, which reside naturally withieit adipose (fat) tissue, so that these cells bease-injected back into that same patient.

The Celution® 800/CRS System was introduced into the EuropearAaiadPacific reconstructive surgery market in fingt quarter of
2008. Our distribution network covers the UK, FmanGermany, Norway, Finland, Denmark, Sweden, huahd Switzerland through our
commercialization partnership with GE Healthcare] Belgium, China, Greece, Indonesia, Israel, Jtdlyrea, Malaysia, Portugal, Singapore,
Spain, Turkey and the Netherlands through a netwbimkdependent distributors.

We hope to begin commercializing the CelutfoBOO/CRS System with indications for use for breasbnstruction for partial mastectomy
defects as early as 2010 pending supporting clidizta and expanded CE certification. To suppastgbal, a 70-patient, multi-center study,
RESTORE I, was initiated in Europe in 2008. Thsuits from this study will also be used to suppeirhbursement for such procedure.

Market for Clinica-Grade Cells

The Celution System is being sold to physicianfkil their demand for access to clinical-graders and regenerative cells. Celution is
the only such system broadly available in Europglayathat can provide real time access to cells¢clvban safely be administered to
patients. Availability at the point of care enabphysicians to apply cells across an array ofiegibns. Certain physicians may even choo
study patient outcomes to understand the benefitesfe cells under their own independently spoisanel regulated studies. Such
‘translational’ efforts are growing and alreadynesgent applications as diverse as wound healidigtian injury, breast reconstruction, breast
augmentation, HIV related facial wasting syndromagal cord paralysis, burn, urinary incontinenégtuta repair (and Crohn’s disease), bone
regeneration, cardiovascular applications, perigheascular disease, renal insufficiency and akigbeey injury, and liver disease among many
others. We expect the breadth of these applicatioh grow significantly as physicians continueadopt cell based regenerative medicine into
their treatment strategies based on the availglifisafe clinical grade cells at the point of care

StemSourc® and Cell B anking

The Celution® 900/MB System is the foundation of our StemSolirezll Bank for cryopreserving patients’ adult stemd aegenerative
cells. The StemSource® Cell Bank is being marké&tdubspitals, tissue banks and stem cell bankimgpemies in Europe and Asia. With a

StemSourcé€ Cell Bank on site, hospitals will be able to offieeir patients the option




of storing their adipose tissue-derived stem agémerative cells and accessing them as clinicdlcgions are approved.

The StemSource® Cell Bank is being marketed inJakarea, Taiwan and Thailand exclusively by Grekspital Supply, Inc. The
value of a StemSour¢eCell Bank lies in the recurring revenue from praieg and freezing. It starts with a tissue col@tprocedure, which

may be performed during an already planned surgeayseparate elective procedure. The cells apmped for storage using the Celutidn
900/MB System, which automates the separation andemtration of stem and regenerative cells froipase tissue and thereby allows
hospitals to more affordably offer such servicpatients.

As part of our agreement with Green Hospital Supply equally split revenues in Japan, Korea, Taiamoh Thailand from the sale to
hospitals of StemSouréeCell Banks and single-use, per-procedure consursalideen Hospital Supply is responsible for dbésand

marketing while Cytori is responsible for manufaaty the Celutiorf 900/MB System and sourcing all necessary equipnireeitiding but not
limited to cryopreservation chambers, cooling drairMing devices, cell banking protocols and the petgry software and database applical

Cytori sighed a commercialization partnership vie Healthcare in January 2009, which grants GE tHeale exclusive rights to

commercialize the CelutioﬁP\System in the U.K., France, Germany, Norway, FidJdpenmark, Sweden, Austria, Switzerland, Belgithme,
Netherlands and Luxembourg for clinical grade astestem and regenerative cells and stem cellibgr

Cardiovascular Disease

We currently have two clinical trials underway inrBpe for adipose-derived stem and regenerative pedcessed with the CelutiGr600
and 800 Systems, to study cardiovascular diseaskanuary 2007, we initiated a clinical trial ftrrenic myocardial ischemia, a severe form of
coronary artery disease. In late 2007, we initigtetludy for acute heart attacks, for which enrefitris ongoing. Enrollment for both trials is
projected to be completed in 2009. Both are dobbiel, placebo controlled safety and feasibilitydies, which will evaluate a variety of
primary and secondary safety and efficacy endpoints

We believe there is significant need for new foohireatment for cardiovascular disease, whichasgnts one of the largest healthcare

market opportunities. The American Heart Associatistimates that in the United States of America@there are approximately 865,000
heart attacks each year and more than 13,000,@fif)epsuffer from coronary heart disease.

Celution® SystenPipeline

Other applications for the Celuti6n System family of products under investigation irtd gastrointestinal disorders, vascular disease,
pelvic health conditions, and orthopedic and spépgdlications. Our scientists are, to a varyingrdeginvestigating these applications in pre-
clinical models.

Manufacturing

The Celution® 800/CRS, Celutioff 900/MB, and related single-use consumables argybeanufactured at Cytori’s headquarters in San
Diego, CA. The completion of our internal manuaictg facilities in 2007 is expected to enableausieet anticipated demand in 2009.

In the future, the next generation Celutfodevice is expected to be manufactured throughna y@inture arrangement between Cytori and
Olympus Corporation (“Olympus”), a global opticaddife science company. Olympus-Cytori Inc. (tleiht Venture”), enables Cytori to
access Olympus’ expertise in engineering, manufagfuand servicing of sophisticated medical devicEse Joint Venture will supply the
Celution® System for all therapeutic applications solely §ddEi at a formula-based transfer price. Cytori sv@elution® System marketing
rights for all therapeutic applications.

Competition

We compete with multiple pharmaceutical, biotecbggland medical device companies involved in theetigpment and
commercialization of medical technologies and thers

Regenerative medicine is rapidly progressing, igdgart through the development of cell-basedaties or devices designed to isolate
cells from human tissues. Most efforts involve sellirces, such as bone marrow, embryonic andtfesale, umbilical cord and peripheral
blood, and skeletal muscle. We work exclusivelthveidult stem and regenerative cells from adipisseé.




Companies working in this area include, among ath&astrom Biosciences, Inc., Baxter Internatioirad,, BioHeart, Inc., Cellerix SA,
Genzyme, Inc., Geron Corporation, Isolagen, In&3 Biotherapeutics (a joint venture between GenzgmeMedtronic), Osiris Therapeutics,
Inc., Stem Cells, Inc. and Tissue Genesis, Inc.\Marour competitors and potential competitors hswiestantially greater financial,
technological, research and development, markegind,personnel resources than we do. We cannlotanit accuracy forecast when or if
these companies are likely to bring cell therapiemarket for indications that we are also pursuing

Some of our competitors are also working with adgderived cells. To the best of our knowledg@enaf these companies are currently
conducting human clinical trials. In addition, Cyitis aware of several surgeons who are perforrainglogous fat transfers using manual
methods, some of whom enrich the fat with autol@gadipose-derived cells.

Companies researching and developing cell-basedptes for cardiovascular disease include, amohegrst Baxter, BioHeart, MG
Biotherapeutics, and Osiris. Baxter completed asPliastudy in the United States using stem cefisaeted from peripheral blood for chronic
myocardial ischemia. BioHeart is conducting muéiphgoing clinical trials in the United States &dope for its investigational product
MyoCell™, which are cultured autologous skeletabiviasts. We are aware that BioHeart has disclasadtentions to develop heart attack
treatments using adipose-derived cells. Osiris dfeutics, Inc. completed a Phase | clinical trgahg allogeneic (donor), mesenchymal stem
cells, for acute myocardial infarction and is pleagna broader Phase Il study.

Research and Development

Research and development expenses were $17,37$2M020,000 and $21,977,000 for the years endedibleer 31, 2008, 2007 and
2006, respectively. For 2008, majority of the resband development expenses were related to ganegative cell technology.

Our research and development efforts in 2008 fatpsedominantly on the following areas:

* Optimization of the design, functionality and maatfiring process for the Celutidh System family of products, singles¢
consumables and related instrumentation for theyewit the device into the European reconstructivegsry market and tl

StemSourc€ Cell Banking market in Europe and Asia-Pacific;

« Development of the infrastructure and logisticspartnership with Green Hospital Supply includinglding out a proprietal

database and software application and optimiziognetary protocols, resulting in the first saleJapan of the StemSourleell
banking line to the University of Kyoti

* Preparation and initiation of a 70 patient Europkgeast reconstruction post-marketing clinical gtuding the Celutiof? System
The study is taking place across several centedswdlh measure safety, volume retention as wellod#ser metrics related

autologous fat transfers enriched with the Celuﬁ@ystem output to correct partial mastectomy defects

« Implementation and continuing enrollment in two damized, double blind, placebo controlled, cardémdar disease clinic
trials in Europe for chronic myocardial ischemial dreart attacks

« Preparation and submission of multiple regulatdigds in the United States, Europe, and Japariaéle various cell process
systems under developme

« Conducting extensive g-clinical safety and efficacy studies investigatthg use of adipo-derived stem and regenerative ¢
for reconstructive surgery, spinal disc repairaldailure, pancreatitis, stroke, and other theudipeapplications

« Investigating the cellular and molecular propertiesmposition, and characteristics of stem and rreggive cells residing
adipose tissue towards improving our intellectuaperty position and towards understanding howntprove and control tl
therapeutic product:




Customers

Cytori has established a network of distributorowffer our Celutior? System, instrumentation and consumables to surgguhs
hospitals throughout Europe. These distributorsipase the devices from Cytori at a contractualhged-upon transfer price. We also market

our Celution® System directly to customers in select countrighiwiEurope. In addition, we offer the Celutionpast of the StemSourcdeCell
Bank, a comprehensive suite of products to allogpitals or tissue banks to cryopreserve adiposeatestem and regenerative cells.

In July 2004, we entered into a Distribution Agresrwith Senko under which we granted to Senkoxafusive license to sell and
distribute Thin Film products in Japan. The salpraiducts through Senko commences upon “commezatan,” which requires regulatory
clearance from the Japanese regulatory authoritiesare currently pursuing the required regulatdearance. Following commercialization,
the Distribution Agreement has a five-year dura@onl is renewable for an additional five yearsraitaching mutually agreed minimum
purchase guarantees. In 2004, we sold all of oorJapan Thin Film business.

Sales by Geographic Region

For the year ended December 31, 2008, all of cadymst revenue came from sales of Celufi@00/CRS System to the European and

Asia-Pacific reconstructive surgery market andatation of our first StemSourdéCell Bank in Greece. For the year ended December 31
2007, our only product sales came from our biofgsiole surgical implants. As these were no longeg to our business focus, we sold our
remaining interest in this line of business to Kgnblash in May 2007 (excluding our Thin Film protiuin Japan) and we no longer receive
any revenue from the sales of those products.r Rriday 2007, we sold our products predominantlthie United States and to a lesser extent
internationally through Medtronic.

Regenerative Cell Technolo

Beginning in March 2008, we began sales and shisrafrour Celutiorf 800/CRS System to the European and A&aific reconstructiv

surgery market. In September 2008 we completadliagon of our first StemSourc¢eCell Bank in Greece. This product includes a
combination of equipment and service deliveraldesje of which will be provided to the customer owme. We have recorded $4,528,000 in

revenue during 2008 related to our Celuf?anoducts and StemSour&&ell Bank.

Additionally, our consolidated balance sheet inekid line item entitled deferred revenues, relptaty. This account primarily consists
the consideration we have received in exchangtufare obligations that we have agreed to perfombehalf of Olympus and the Joint
Venture. We recognize deferred revenues, relaaety pas development revenue when certain perfocmahligations are met. Such revenue
recognition results from completion of certain meftnes, such as completion of product developnfémt® regulatory filings and related pre-
clinical and clinical studies. In 2008, 2007 ait®@&, we recognized $774,000, $5,158,000 and $3)980%f revenue associated with our
arrangements with Olympus, respectively.

In a separate agreement entered into on Februa0B8, we granted Olympus an exclusive right tgotiate a commercialization
collaboration for the use of adipose stem and reiggive cells for a specific therapeutic area olatsif cardiovascular disease. In exchange for
this right, we received a $1,500,000 payment frogmpus. As part of this agreement, Olympus cowlddzict market research and pilot
clinical studies in collaboration with us for theetapeutic area up to December 31, 2008 when xblasve right expired. Accordingly, on
December 31, 2008, we recognized $1,500,000 as dévelopment revenue and reduced our deferrechuese related party balance for the
same amount.

For the year ended December 31, 2006, we recor8l&@,@00 in grant revenue related to our agreeméhttiie National Institutes of
Health (“NIH"). Under this agreement, the NIH rdiorsed us for “qualifying expenditures” relatedésearch on Adipose-Derived Cell
Therapy for Myocardial Infarction. There was no mrevenue in 2007 and 2008.

For the years ended December 31, 2008, 2007 ar@] 2@0recorded revenue of $47,000, $85,000 and,®@02respectively, related to
cell processing equipment, and adipose derived stdimesearch products sold to various researilitfas. We also recorded stem cell
banking revenue of $4,000, $4,000 and $7,000 ®y#ars ended December 31, 2008, 2007 and 20@&ctely, related to our U.S.
StemSourcé€ Cell Bank offering for the processing and presaeovaetf adipose-derived stem and regenerative aelsir FDA and California
state-licensed tissue bank facility.




MacroPore Biosurger

In 2007 and 2006 our product sales were $792,086&m51,000, respectively, all of which relatéite MacroPore Biosurgery
segment. These revenues were primarily relatedders for our radiographically identifiable Spigstem products, marketed under the name
MYSTIQUE™. As noted above, we were concerned abmitevel of commitment to these products from Mauic, our exclusive distributc
and we sold our intellectual property rights anthible assets related to our spine and orthopadredorbable implant product line to Kensey
Nash in May 2007

Under a distribution agreement with Senko, we asponsible for the completion of the initial redalst application to the MHLW (the
Japanese equivalent of the U.S. Food and Drug Adtration). We recognized development revenuedasamilestones defined within this
agreement of $10,000 and $152,000 for the yearsdceBecember 31, 2007 and 2006, respectively. \Wadk recognize any similar revenue
in 2008. We have not received any Thin Film pradegenue in Japan yet, and we sold all our norddin Film business in 2004.

We anticipate that our future international prodestenues will increase as a result of our DistithuAgreement with Senko to the extent
our Thin Film products reach commercialization apan.

Planned Capital Expenditures

Although capital expenditures may vary significgrdepending on a variety of factors, we may spentbu$1,000,000 on capital
equipment purchases in 2009, although we will ditidy seek to spend much less. These may be pticdur available cash, or financed if
appropriate. (See additional discussion reggrtiquidity at the beginning of Item 7, Managemeriiscussion and Analysis of Financial
Condition and Results of Operations.)

Raw Materials

Raw materials required to manufacture the Cehﬁi&ystem family of products and disposables are contyravailable from multiple
sources, and we have identified and executed swgplements with our preferred vendors. Some albgciomponents are custom made for
Cytori, and we are dependent on the ability of ¢h&gppliers to deliver functioning parts in a timelanner to meet the ongoing demand for
products. There can be no assurance that we evdble to obtain adequate quantities of the nenessa materials supplies within a
reasonable time or at commercially reasonable griteterruptions in supplies due to price, timiagavailability could have a negative impact
on our ability to manufacture products.

Intellectual Property

Our success depends in large part on our abilipratect our proprietary technology, including telution® System product platform, a
to operate without infringing on the proprietarghis of third parties. We rely on a combinatiorpafent, trade secret, copyright and trademark
laws, as well as confidentiality agreements, lidepsigreements and other agreements, to estalléspratect our proprietary rights. Our
success also depends, in part, on our ability tadanfringing patents issued to others. If we wigidicially determined to be infringing on any
third party patent, we could be required to pay ages, alter our products or processes, obtaindeear cease certain activities.

To protect our proprietary medical technologies|uding the Celution® System platform and scieatifiscoveries, Cytori has has three
issued U.S. patents and six issued Internatiortehfgm In addition, we have 117 patent applicatipending worldwide. We are seeking pat
on methods and systems for processing adiposeedkesiem and regenerative cells, on use of adipedeed stem and regenerative cells for a
variety of therapeutic indications, including theiechanisms of actions, and on compositions ofen#itin include adipose-derived stem and
regenerative cells.

In June 2008, Cytori was issued U.S. Patent N®@074B4 (the ‘484 patent). The ‘484 patent is anftational patent that protects the
Celution® System technology for processing adipose tissobtain a diverse and mixed population of adipcévdd stem and regenerative
cells. The ‘484 patent establishes a strong batwientry against potential competitors and prosidetical market protection while we seek
regulatory approval in the United States.

In September 2008, Cytori was issued U.S. Paten7MN&@9,488 (‘the ‘488 patent). The ‘488 patemtects Cytori's Celution® System
based methods of generating adipose tissue desteetland regenerative cell enhanced fat graftdl. eBleanced fat grafts may be used in a
variety of cosmetic and reconstructive surgery i@pfibns, including breast reconstruction followipgrtial mastectomy, breast implant
salvage, as well as facial and other cosmetic egipdins.




In January 2009, Cytori was issued U.S. Patent/i\ty.3,420 (‘the 420 patent). The ‘420 patentgutst combinations of the Celution
System output with various additives including, bat limited to, agents that promote cell diffefatibn such as growth factors, cytokines and
protein, demineralized bone, tissue or tissue feexgs) biological or artificial scaffolds, and imnosuppressive compounds. These additives
may be combined with the Celution System outpum¢oease efficacy, optimize or localize cell defiyeenhance specific cell properties or
promote cell differentiation.

Cytori has also received six international pate@pecifically, Cytori has received patents in Koead Singapore related to the Company’
current Celution System devices, patents in KorebAaustralia related to the Company’s StemSourdeBamk, and patents in Singapore and
South Africa related to the use of adipose dersteth and regenerative cells for cardiovasculaather

We are also the exclusive, worldwide licensee efRlegents of the University of California’s rightsU.S. Patent No. 6,777,231 (the ‘231
patent), U.S. Patent No. 7,470,537 (the ‘537 patsitissued international patents and 17 pateplieations pending worldwide. The ‘231
patent covers isolated adipose derived stem deliscan differentiate into two or more of a variefycell types. The ‘231 patent has been
construed to cover isolated adipose derived stdisiioean environment substantially free of othelidar materials found in adipose
tissue. The ‘537 patent, issued in December 268%rs a population of stem cells and progenitts @ghich can be obtained from adipose
tissue and which express certain combinations lbsugface markers. Specifically, the ‘537 pateawters adipose derived stem and progenitor
cells that express certain combinations of Stroad329+, CD44+, CD71+, CD49d+, CD90+, CD105+, SHB46-, CD31- and low or
undetectable levels of CD106. International pateakated to isolated cells from adipose tissueslissued in Australia, Korea, Russia,
Singapore and South Africa.

We cannot assure that any of the pending pateticappns will be issued, that we will develop aiilathal proprietary products that are
patentable, that any patents issued to us willigeous with competitive advantages or will not baltenged by any third parties or that the
patents of others will not prevent the commercé#lon of products incorporating our technology.tRarmore, we cannot assure that others
not independently develop similar products, dupiany of our products or design around our patéhfs. patent applications are not
immediately made public, so we might be surprisgthle grant to someone else of a patent on a témimeve are actively using.

Patent law outside the United States is uncertaghid many countries is currently undergoing revawd revisions. The laws of some
countries may not protect our proprietary rightthi® same extent as the laws of the U.S. Thirdgsamay attempt to oppose the issuance of
patents to us in foreign countries by initiatingpopition proceedings. Opposition proceedings agiaimg of our patent filings in a foreign
country could have an adverse effect on our coodipng patents that are issued or pending in tise Wmay be necessary or useful for us to
participate in proceedings to determine the validitour patents or our competitors’ patents ttaatehbeen issued in countries other than the
U.S. This could result in substantial costs, diwent efforts and attention from other aspects aflisiness, and could have a material adverse
effect on our results of operations and finanataldition. We currently have pending patent appilicet in Europe, Australia, Japan, Canada,
China, Korea, and Singapore, among others.

Patent litigation results in substantial costss@nd diversion of effort, and may be necessam fime to time to enforce or confirm the
ownership of any patents issued or licensed ta tis determine the scope and validity of third pamoprietary rights. If our competitors claim
technology also claimed by us and prepare anghéitent applications in the United States, we mas lt@ participate in interference
proceedings declared by the U.S. Patent and TratteDffice or a foreign patent office to determiméopity of invention, which could result in
substantial costs to and diversion of effort, eifeéhe eventual outcome is favorable to us.

In the fourth quarter of 2004, the University oftsliurgh filed a lawsuit naming all of the inverstavho had not assigned their ownership
interest in U.S. Patent 6,777,231 to the UniversitRittsburgh, seeking a determination that itsgaeors, rather than the University of
California’s assignors, are the true inventors ateAt No. 6,777,231. If the University of Pittsbiungins the lawsuit, our license rights to this
patent could be nullified or rendered non-exclusiih respect to any third party that might licemiggats from the University of Pittsburgh. On
August 9, 2007, the United States District Couanged the University of Pittsburgh’s motion for Suary Judgment in part, determining that
the University of Pittsburgh’s assignees were prigpgamed as inventors on Patent 6,777,231, artdathather inventorship issues shall be
determined according to the facts presented &t tffdne trial was concluded in January 2008 andwme 9, 2008 the Court signed its final
order which we received on June 12, 2008. The (Gmuncluded that the University of Pittsburgh’sigsers were the sole inventors of ti&31
Patent. The Court’s decision terminated UC’s sgbtthe ‘231 Patent. Upon review of the Couiitislings, we believe that the Court’s
decision was in error and that work completed athiversity of California was critical to obtaigiithis patent. The UC assignors are
appealing the decision. If the UC assignors’ appethe Court’s decision is successful, UC’s righd the ‘231 Patent should be reinstated.




We are not named as a party to the lawsuit, bupoesident, Marc Hedrick, is one of the inventdenitified on the ‘231 Patent and
therefore is a named individual defendant. Dueuolicense obligations to UC relating to the ‘ZRdtent and other UC patent applications, we
have provided substantial financial and other sasi® to the defense of the lawsuit. Since oureaiiproducts and products under developi
do not practice the ‘231 Patent, our primary ongdinsiness activities and product development pipedhould not be affected by the Court’s
decision. Although the ‘231 Patent is unrelateduo current products and product pipeline, we beligaat the ‘231 Patent and/or the other
technology licensed from UC may have long term it to be useful for future product developmeats] so we have elected to support
UC'’s legal efforts in the appeal of the Court’sdfiorder. We have incurred substantial legal casta result of the University of Pittsburgh
lawsuit to date, but we expect future costs wilhieimal since the only remaining expense will blated to the final argument of the
appeal. As a named inventor on the patent, Marritleis entitled to receive from the UC up to 7%@yalty payments made by a licensee
(us) to UC. This agreement was in place priorisceimployment with us.

In addition to patent protection, we rely on unpéee trade secrets and proprietary technologigatetise. We cannot assure you that
others will not independently develop or othervasguire substantially equivalent techniques, sowedain access to our trade secrets and
proprietary technological expertise or disclosehstuade secrets, or that we can ultimately pratectrights to such unpatented trade secret:
proprietary technological expertise. We rely, imtpan confidentiality agreements with our markgtpartners, employees, advisors, vendors
and consultants to protect our trade secrets aytiptary technological expertise. We cannot asgatethat these agreements will not be
breached, that we will have adequate remediesnpbeeach or that our unpatented trade secretprapdietary technological expertise will |
otherwise become known or be independently disealvby competitors.

Failure to obtain or maintain patent protectionpatect trade secrets, for any reason, third paaiyns against our patents, trade secrets ot
proprietary rights, or our involvement in disputar our patents, trade secrets or proprietarytsjghcluding involvement in litigation, could
have a substantial negative effect on the resfiltsiooperations, cash flows and financial conditio

Government Regulation

As newly developed medical devices, our Celutiory®t&m family of products must receive regulatogacances or approvals from the
European Union, the FDA and, from other state gavents prior to their sale. Our current and futDetution®Systems are or will be subje
to stringent government regulation in the Unitedt&t by the FDA under the Federal Food, Drug arsinetic Act. The FDA regulates the
design/development process, clinical testing, mactufe, safety, labeling, sale, distribution, anshpotion of medical devices and
drugs. Included among these regulations are pr&anealearance and pre-market approval requiremdatign control requirements, and the
Quality System Regulations/Good Manufacturing Reast Other statutory and regulatory requiremgotsern, among other things,
establishment registration and inspection, mediealce listing, prohibitions against misbrandingl adulteration, labeling and post-market
reporting.

The Celution® System family of products must alemply with the government regulations of each imtlial country in which the
products are to be distributed and sold. Thesda#gos vary in complexity and can be as stringantl on occasion even more stringent, than
US FDA regulations. International government retjates vary from country to country and region tgiom. For example, regulations in some
parts of the world only require product registratighile other regions / countries require a compeduct approval process. Due to the fact
that there are new and emerging cell therapy athtb@eking regulations that have recently beentdchfind/or implemented in various
countries around the world, the application andssghent implementation of these new and emergmgatons have little to no precedence.
Therefore, the level of complexity and stringereyot known and may vary from country to countrgating greater uncertainty for the
international regulatory process. Furthermore, gavent regulations can change with little to nde®and may result in up-regulation of our
product(s), thereby, creating a greater regulabairgden for our cell processing and cell bankindntetogy products.

The regulatory process can be lengthy, expenshduacertain. Before any new medical device mayntreduced to the United States of
America market, the manufacturer generally mustiobEDA clearance or approval through either the(ELpre-market notification process or
the lengthier pre-market approval application (“PYArocess. It generally takes from three to 12hthe from submission to obtain 510(k)
pre-market clearance, although it may take londeproval of a PMA could take four or more yeamnirthe time the process is initiated. The
510(k) and PMA processes can be expensive, uneeaiad lengthy, and there is no guarantee of utérokearance or approval. We expect
some of our future products under development dlsase€lympus-Cytori’s will be subject to the lehgir PMA process. Securing FDA
clearances and approvals may require the submissiextensive clinical data and supporting inforimato the FDA, and
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there can be no guarantee of ultimate clearanepmoval. Failure to comply with applicable reguirents can result in application integrity
proceedings, fines, recalls or seizures of produmgjisnctions, civil penalties, total or partialspensions of production, withdrawals of existing
product approvals or clearances, refusals to agpooelear new applications or notifications, arichinal prosecution.

Medical devices are also subject to post-marketnteyy requirements for deaths or serious injuviben the device may have caused or
contributed to the death or serious injury, andckmtain device malfunctions that would be likedycause or contribute to a death or serious
injury if the malfunction were to recur. If safaty effectiveness problems occur after the prodemthes the market, the FDA may take ste
prevent or limit further marketing of the produédditionally, the FDA actively enforces regulat®prohibiting marketing and promotion of
devices for indications or uses that have not lmésared or approved by the FDA. In addition, maidifions or enhancements of products that
could affect the safety or effectiveness or eftentajor change in the intended use of a devicenhateither cleared through the 510(K) pro
or approved through the PMA process may requirdaéur=-DA review through new 510(k) or PMA submissio

Under the terms of our Joint Venture Agreementf Witympus we are the party with the primary resfality for obtaining regulatory
approvals to sell the Olympus-Cytori, Inc. devicEs.date we have prepared and submitted multiglelatory filings in the United States and

Europe related to various cell processing systamigiudevelopment, which notably resulted in recef@t CE Mark on the Celutioh800
System and 510(K) clearance in the United Stategdoous related medical technologies, includingaatologous blood processing device.

We must comply with extensive regulations from fgngjurisdictions regarding safety, manufacturimggesses and quality. These
regulations, including the requirements for markgtuthorization, may differ from the United Stafi€3A regulatory scheme. Specifically, in
regard to our Thin Film product line in Japan (distted by Senko), we have been seeking marketitigpaization from the Japanese Ministry
of Health, Labour and Welfare for the past fourrgeut have not obtained approvals yet.

Staff

As of December 31, 2008, we had 126 employeejditeg part-time and full-time employees. These leyges are comprised of 20
employees in manufacturing, 57 employees in rebeamnd development, 17 employees in sales and niragkaatd 32 employees in
management and finance and administration. Frora to time, we also employ independent contradtossipport our operations. Our
employees are not represented by any collectivgali@ing agreements and we have never experiencerjanized work stoppage. A break
by segment is as follows:

Regenerative
Cell Technology Corporate Total
Manufacturing 20 — 20
Research & Developme 57 — 57
Sales and Marketin 17 — 17
General & Administrative — 32 32
Total 94 32 12€

Web Site Access to SEC Filings

We maintain an Internet website at www.cytoritx.cdrhrough this site, we make available free of geasur annual reports on Form 10-
K, quarterly reports on Form 10-Q, current reporid=orm 8-K, and amendments to those reports ditefdrnished pursuant to Section 13(a) of
the Securities Exchange Act of 1934 as soon asmneaty practicable after we electronically file bunaterial with, or furnish it to, the U.S.
Securities and Exchange Commission (SEC). In additive publish on our website all reports filed @n8ection 16(a) of the Securities
Exchange Act by our directors, officers and 10%ilsbolders. These materials are accessible vianthestor Relations section of our website
within the “SEC Filings” link. Some of the informan is stored directly on our website, while otirdormation can be accessed by selecting
the provided link to the section on the SEC websiteich contains filings for our company and itsiders.

We file electronically with the SEC our annual repamn Form 10-K, quarterly reports on Form 10-@ eurrent reports on Form 8-K
pursuant to Section 13(a) of the Securities Exchakgf of 1934. The SEC maintains an Internetthidg¢ contains reports, proxy information
and information statements, and other informategarding issuers that file electronically with 8C. The address of that website is
http://www.sec.gov The materials are also available at the SEC's
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Public Reference Room, located at 100 F Streethildgton, D.C. 20549. The public may obtain infotima through the public reference ro
by calling the SEC at 1-800-SEC-0330.

Item 1A. Risk Factors
In analyzing our company, you should consider adhethe following risk factors together with alf the other information included in th
annual report on Form 10-K. Factors that could atsely affect our business, operating results, famzhcial condition, as well as adversely
affect the value of an investment in our commockstinclude those discussed below, as well aetbsussed above in “Management’s
Discussion and Analysis of Financial Condition @esults of Operatio” and elsewhere throughout this annual report orrfRdl0-K.

We are subiject to the following significant riskspong others:

We need to raise more cash the very near term

We have almost always had negative cash flows fsparations. Our business will continue to resul isubstantial requirement for
research and development expenses for several yeansg which we may not be able to bring in stiéfnt cash and/or revenues to offset these
expenses. We are required to raise capital froenas more sources in the very near term to coatour operations at or close to the levels
currently conducted. We believe that without ragsadditional capital soon from accessible souodimancing, as well as an increase in
capital from our operations, we will not otherwisgve adequate funding to complete the developmestglinical activities, clinical trials and
marketing efforts required to successfully bring ourrent and future products to market. In additif we are not successful in raising
additional cash very soon we will be required tgateate with General Electric Capital Corporatié8ECC”) and Silicon Valley Bank
(“SVB”) to obtain an amendment to the cash liquidi#quirements of the Loan and Security Agreematgdi October 14, 2008 (“Loan
Agreement”). If we are not successful in obtaingittper the additional finding or cash liquidity ieflthen we will likely very soon thereafter be
in default under the Loan Agreement. If we aredfadlt or if our senior secured lenders otherwissed that there has been an event of default
they may seek to accelerate our senior securedhlodmxercise their rights and remedies under tamlAgreement, including the sale of our
property and other assets. In such event, we radgrbed to file a bankruptcy case or have an imviglry bankruptcy case filed against us or
otherwise liquidate our assets. Any of these evettuld have a substantial and material adversetedih our business, financial condition,
results of operations, the value of our commonkstoa warrants and our ability to raise capitaher® is no guarantee that adequate funds will
be available when needed from additional debt aitedinancing, arrangements with distribution pemts, increased results of operations, or
from other sources, or on terms attractive toAihough we entered into a $15,000,000 loan facilitth GECC and SVBin October 2008, w
could not access the remaining $7,500,000 undéfahbgity as we were not able satisfy certain finel conditions on or before December 12,
2008. The inability to obtain sufficient additidriands in the near term will at the least requigeto significantly delay, scale back, or elimir
some or all of our research or product developmaatufacturing operations, clinical or regulatocyivaties having a substantial negative
effect on our results of operations and financtaldition.

Continued turmoil in the economy could harm ouribess

Negative trends in the general economy, includiagds resulting from an actual or perceived reocessightening credit markets,
increased cost of commodities, including oil, attrahreatened military action by the United Ssad@d threats of terrorist attacks in the Ur
States and abroad, could cause a reduction oftimess in and available funding for companies intaierindustries, including ours. Our abil
to raise capital has been and may continue to bersely affected by current credit conditions admeldownturn in the financial markets and
global economy.

We have never been profitable on an operationas laasl expect significant operating losses fomitet few years

We have incurred net operating losses in eachsirae we started business. As our focus on thetioel® System platform and
development of therapeutic applications for itdutat output has increased, losses have resulietafly from expenses associated with
research and development activities and generahdministrative expenses. While we are implementiost reduction measures where
possible, we nonetheless expect to continue operatia loss position on a consolidated basis hatirecurring operating expenses will be at
high levels for the next several years, in ordgsddorm clinical trials, additional pre-clinicaésearch, product development, and
marketing. As a result of our historic losses,hage historically been, and continue to be, rel@ntaising outside capital to fund our
operations as discussed in the prior risk factor.
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Our business strategy is higisk

We are focusing our resources and efforts primanilyevelopment of the CeIutiS)rSystem family of products and the therapeutic
applications of its cellular output, which requiegensive cash needs for research and develomutvities. This is a high-risk strategy
because there is no assurance that our produdtsweil become commercially viable (commercial rigkiat we will prevent other companies
from depriving us of market share and profit masgiy selling products based on our inventions awtidpments (legal risk), that we will
successfully manage a company in a new area ofiéssi(regenerative medicine) and on a differeré sban we have operated in the past
(operational risk), that we will be able to achi¢le desired therapeutic results using stem areghergtive cells (scientific risk), or that our
cash resources will be adequate to develop oumgtedintil we become profitable, if ever (finanaisk). We are using our cash in one of the
riskiest industries in the economy (strategic riskhis may make our stock an unsuitable investrf@nnany investors.

We must keep our joint venture with Olympus opa@tmoothly

Our business cannot succeed on the currently pat&i timelines unless our Joint Venture collabonavith Olympus goes well. We

have given Olympus-Cytori, Inc. an exclusive licets manufacture future generation Celuf'?(ﬁystem devices. If OlympuSytori, Inc. doe:
not successfully develop and manufacture thesecdsyive may not be able to commercialize any devi@ay therapeutic products
successfully into the market. In addition, futdisruption or breakup of our relationship wouldeb@remely costly to our reputation, in
addition to causing many serious practical problems

We and Olympus must overcome contractual and @llharriers. Our relationship is formally measubbgca set of complex contracts,
which have not yet been tested in practice. Iritenid many aspects of the relationship will be roamtractual and must be worked out
between the parties and the responsible individulle Joint Venture is intended to have a long Bind it is difficult to maintain cooperative
relationships over a long period of time in theefac various kinds of change. Cultural differendesluding language barrier to some degree,
may affect the efficiency of the relationship.

Olympus-Cytori, Inc. is 50% owned by us and 50% etvby Olympus. By contract, each side must cortsefore any of a wide variety
of important business actions can occur. Thisasitn possesses a risk of potentially time-consgraimd difficult negotiations which could at
some point delay the Joint Venture from pursuisgitsiness strategies.

Olympus is entitled to designate the Joint Vensuchief executive officer and a majority of its bibaf directors, which means that day-to-
day decisions which are not subject to a contrde®ta will essentially be controlled by Olympuln addition, Olympus-Cytori, Inc. may
require more money than its current capitalizatioarder to complete development and productiofutafre generation devices. If we are
unable to help provide future financing for OlymgDgtori, Inc., our relative equity interest in Olpans-Cytori, Inc. may decrease.

Furthermore, under a License/Joint Development &gent among Olympus-Cytori, Inc., Olympus, and@igmpus will have a primary
role in the development of Olympus-Cytori, Inc.exbgeneration devices. Although Olympus has estterexperience in developing medical
devices, this arrangement will result in a reductié our control over the development and manufauguof the next generation devices.

We have a limited operating history; operating Itssand stock price can be volatile like many fiftsence companies

Our prospects must be evaluated in light of thiesrand difficulties frequently encountered by enreggompanies and particularly by si
companies in rapidly evolving and technologicalliyanced biotech and medical device fields. Duertited operating history and the
transition from the MacroPore biomaterials to thgemerative medicine business, comparisons of @a-tp-year operating results are not
necessarily meaningful and the results for anyoggarshould not necessarily be relied upon as daatidn of future performance. All 2007
product revenues came from our spine and orthopédliplant product line, which we sold in May 2007.

From time to time, we have tried to update our §t@es’ expectations as to our operating resultpérjodically announcing financial
guidance. However, we have in the past been faceevise or withdraw such guidance due to lackisibility and predictability of product
demand.

We are vulnerable to competition and technologib@nge, and also to physiciairsertia

We compete with many domestic and foreign companiegveloping our technology and products, inatgdbiotechnology, medical
device, and pharmaceutical companies. Many cuemetifpotential competitors have substantially grefancial, technological, research and
development, marketing, and personnel resourcasreTis no assurance that
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our competitors will not succeed in developingralégive products that are more effective, easieisy or more economical than those which
we have developed or are in the process of devadopr that would render our products obsoleteramdcompetitive. In general, we may not
be able to prevent others from developing and ntgadkeompetitive products similar to ours or whigérform similar functions.

Competitors may have greater experience in devedpibierapies or devices, conducting clinical trialstaining regulatory clearances or
approvals, manufacturing and commercializatioris ffossible that competitors may obtain patentgutmn, approval, or clearance from the
FDA or achieve commercialization earlier than we,@ny of which could have a substantial negatffeceon our business. Finally, Olympus
and our other partners might pursue parallel dgretmt of other technologies or products, which mesylt in a partner developing additional
products competitive with ours.

We compete against cell-based therapies derivenl &iternate sources, such as bone marrow, umbdaral blood and potentially
embryos. Doctors historically are slow to adopt/technologies like ours, whatever the merits, wbleler technologies continue to be
supported by established providers. Overcoming suertia often requires very significant marketegenditures or definitive product
performance and/or pricing superiority.

We expect physicians’ inertia and skepticism to &ls a significant barrier as we attempt to gainketgpenetration with our future
products. We believe we will need to finance leggtime-consuming clinical studies (so as to prowidavincing evidence of the medical
benefit) in order to overcome this inertia and siaggm particularly in reconstructive surgery, qaeleservation, the cardiovascular area and
many other indications.

Most products are preommercialization, which subjects us to developnaent marketing risks

We are in a relatively early stage of the pathammercialization with many of our products. Weidet that our long-term viability and
growth will depend in large part on our abilitydevelop commercial quality cell processing devimed useful procedurgpecific consumable

and to establish the safety and efficacy of ourapies through clinical trials and studies. With Gelution® platform, we are pursuing new
approaches for reconstructive surgery, preservatiaiem and regenerative cells for potential feituse, therapies for cardiovascular disease,
gastrointestinal disorders and spine and orthopeatiditions. There is no assurance that our dewsdmt programs will be successfully
completed or that required regulatory clearancespprovals will be obtained on a timely basis ik

There is no proven path for commercializing theuBieh ® System platform in a way to earn a durable prafihmensurate with the
medical benefit. Although we began to commercéabar reconstructive surgery products in Europecamthin Asian markets, and our cell
banking products in Japan, Europe, and certainmAsiarkets in 2008, additional market opportunif@sour products and/or services are lik
to be another two to five years away.

Successful development and market acceptance gdroducts is subject to developmental risks, inicigdailure of inventive imaginatiol
ineffectiveness, lack of safety, unreliability,léae to receive necessary regulatory clearancepmovals, high commercial cost, preclusion or
obsolescence resulting from third parties’ progigtrights or superior or equivalent products, cetitipn from copycat products, and general
economic conditions affecting purchasing patterfisere is no assurance that we or our partnerswugtessfully develop and commercialize
our products, or that our competitors will not depecompeting technologies that are less experwigeiperior. Failure to successfully deve
and market our products would have a substantgdting effect on our results of operations andrfaial condition.

The timing and amount of Thin Film revenues fronmi@eare uncertain

The sole remaining product line in our MacroPoresBirgery segment is our Japan Thin Film busin€as. right to receive royalties from
Senko, and to recognize certain deferred revemaggnds on the timing of MHLW approval for commalization of the product in
Japan. We have no control over this timing andppavious expectations have not been met. Alsen efter commercialization, we will be
dependent on Senko, our exclusive distributor rivedproduct sales in Japan.

There is a risk that we could experience with Sestkoe of the same problems we experienced in @wiqurs relationship with Medtron
which was the exclusive distributor for our fornbéoresorbable spine and orthopedic implant protinet
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We have limited manufacturing experience

We have limited experience in manufacturing theuGeh © System platform or its consumables at a commeleial. With respect to our
Joint Venture, although Olympus is a highly capaiid experienced manufacturer of medical devitesgtcan be no guarantee that the
Olympus-Cytori Joint Venture will be able to sucsfely develop and manufacture the next generaﬁehution® device in a manner that is
cost-effective or commercially viable, or that deyenent and manufacturing capabilities might nketenuch longer than currently anticipated
to be ready for the market.

Although we have begun introduction of the Celufi00 and Celutioff 900-based StemSourC&ell Bank in 2008, we cannot assure
that we will be able to manufacture sufficient nuargof such products to meet the demand, or thatiwbe able to overcome unforeseen

manufacturing difficulties for these sophisticateddical devices, as we await the availability & foint Venture next generation Celutfon
device.

In the event that the Olympus-Cytori Joint Ventisraot successful, Cytori may not have the res@iocebility to self-manufacture
sufficient numbers of devices and consumables tet market demand, and this failure may substaptiedtend the time it would take for us to
bring a more advanced commercial device to mafkes makes us significantly dependant on the coetindedication and skill of Olympus

for the successful development of the next gercmaﬁelution® device.

We may not be able to protect our proprietary gght

Our success depends in part on whether we canairaimir existing patents, obtain additional patemigintain trade secret protection,
operate without infringing on the proprietary riglf third parties.

Our amended regenerative cell technology licenseeagent with the Regents of the University of @atfifa, or the UC, contains certain
developmental milestones, which if not achieveddoesult in the loss of exclusivity or loss of fieense rights. The loss of such rights could
impact our ability to develop certain regeneratied technology products. Also, our power as lgsmto successfully use these rights to
exclude competitors from the market is untestedaddition, further legal risk arises from a lavtdiléd by the University of Pittsburgh in the
United States District Court, or the Court, namatigpf the inventors who had not assigned their enship interest in Patent 6,777,231, which
we refer to as the ‘231 Patent, to the UniversitRittsburgh, seeking a determination that itsgresis, rather than UC’s assignors, are the true
inventors of ‘231 Patent. On June 12, 2008, weived the Court’s final order concluding that theiversity of Pittsburghs assignors were t
sole inventors of the ‘231 Patent, which termin&i€ss rights to this patent unless the decisiothefCourt is overturned. The UC assignors
are appealing the Court’s decision and a Noticépyfeal was filed on July 9, 2008. We are the esieky worldwide licensee of the UC’s
rights under this patent in humans, which relatesdult stem cells isolated from adipose tissuedha differentiate into two or more of a
variety of cell types. If the UC assignors do navail on appeal, our license rights to this pateilitbe permanently lost.

There can be no assurance that any of our pendigipapplications will be approved or that we wélelop additional proprietary
products that are patentable. There is also noasse that any patents issued to us will provideitts competitive advantages, will not be
challenged by any third parties, or that the patehbthers will not prevent the commercializatafrproducts incorporating our
technology. Furthermore, there can be no guarahsethers will not independently develop simpanducts, duplicate any of our products,
or design around our patents.

Our commercial success will also depend, in parpur ability to avoid infringing on patents issueddthers. If we were judicially
determined to be infringing on any third-party paiteve could be required to pay damages, altepmgucts or processes, obtain licenses, or
cease certain activities. If we are required anftiture to obtain any licenses from third parf@ssome of our products, there can be no
guarantee that we would be able to do so on comatigréavorable terms, if at all. U.S. patent apptions are not immediately made public,
so we might be surprised by the grant to somem®adla patent on a technology we are activelygusis noted above as to the University of
Pittsburgh lawsuit, even patents issued to us plicensors might be judicially determined to bejan full or in part to third parties.

Litigation, which would result in substantial costsus and diversion of effort on our part, maynkeeessary to enforce or confirm the
ownership of any patents issued or licensed tous determine the scope and validity of thirdtpgroprietary rights. If our competitors
claim technology also claimed by us and preparefigmgatent applications in the United States afgkica, we may have to participate in
interference proceedings declared by the U.S. PatehTrademark Office or a foreign patent officeletermine priority of invention, which
could result in substantial costs to and diversibeffort, even if the eventual outcome is favoeatdl us. Any such litigation or interference
proceeding, regardless of outcome, could be expemrsid time-consuming.
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In addition to patents, which alone may not be &blerotect the fundamentals of our regeneratiViebessiness, we also rely on unpatented
trade secrets and proprietary technological exgeertDur intended future cell-related therapeutidpcts, such as consumables, are likely to
fall largely into this category. We rely, in paot) confidentiality agreements with our partnersplyees, advisors, vendors, and consultar
protect our trade secrets and proprietary techicdbgxpertise. There can be no guarantee that thgieements will not be breached, or that
we will have adequate remedies for any breacthatrdur unpatented trade secrets and proprietelmédogical expertise will not otherwise
become known or be independently discovered by etitops.

Failure to obtain or maintain patent protectionpatect trade secrets, for any reason (or thintlypgdaims against our patents, trade
secrets, or proprietary rights, or our involvemiendisputes over our patents, trade secrets, @rigtary rights, including involvement in
litigation), could have a substantial negative &ffen our results of operations and financial cbodi

We may not be able to protect our intellectual propin countries outside the United States

Intellectual property law outside the United Stasegncertain and in many countries is currentlgengoing review and revisions. The
laws of some countries do not protect our patedtather intellectual property rights to the samieekas United States laws. This is
particularly relevant to us as we currently conduaost of our clinical trials outside of the UnitS8thates. Third parties may attempt to oppose
the issuance of patents to us in foreign countnemitiating opposition proceedings. Oppositiomgeedings against any of our patent filings in
a foreign country could have an adverse effectworcorresponding patents that are issued or penditige U.S. It may be necessary or useful
for us to participate in proceedings to determireevtalidity of our patents or our competitors’ patethat have been issued in countries other
than the U.S. This could result in substantial sodivert our efforts and attention from other asp@ef our business, and could have a material
adverse effect on our results of operations arahfifal condition. We currently have pending patglications in Europe, Australia, Japan,
Canada, China, Korea, and Singapore, among others.

We and OlympusCytori, Inc. are subject to intensive FDA reqgulatio

As newly developed medical devices, Celuﬁ)c&ystem family of products must receive regulatdea@ances or approvals from the FDA

and, in many instances, from non-U.S. and statemwrents prior to their sale. The Celuﬁ%ﬁystem family of products is subject to string
government regulation in the United States by thé kinder the Federal Food, Drug and Cosmetic Atte FDA regulates the
design/development process, clinical testing, magtufe, safety, labeling, sale, distribution, anhpotion of medical devices and

drugs. Included among these regulations are pr&analearance and pre-market approval requiremdatign control requirements, and the
Quality System Regulations/Good Manufacturing Reast Other statutory and regulatory requiremgotgern, among other things,
establishment registration and inspection, medleslce listing, prohibitions against misbrandingl @uulteration, labeling and post-market
reporting.

The regulatory process can be lengthy, expensiguacertain. Before any new medical device mayntseduced to the United States of
America market, the manufacturer generally mustiolfDA clearance or approval through either th@(kJLpre-market notification process or
the lengthier pre-market approval application, B¥A process. It generally takes from three to 1éhths from submission to obtain 510(k)
pre-market clearance, although it may take londeproval of a PMA could take four or more yearmnfrthe time the process is initiated. The
510(k) and PMA processes can be expensive, ungeaad lengthy, and there is no guarantee of utérokearance or approval. We expect
some of our future products under development dlsagelympus-Cytori’s will be subject to the lehigtr PMA process. Securing FDA
clearances and approvals may require the submis$iextensive clinical data and supporting inforimato the FDA, and there can be no
guarantee of ultimate clearance or approval. Fatio comply with applicable requirements can rieisudpplication integrity proceedings,
fines, recalls or seizures of products, injunctjamgil penalties, total or partial suspensionpafduction, withdrawals of existing product
approvals or clearances, refusals to approve ar dew applications or notifications, and crimipebsecution.

Medical devices are also subject to post-marketnteyy requirements for deaths or serious injuvigen the device may have caused or
contributed to the death or serious injury, andcfentain device malfunctions that would be likedycause or contribute to a death or serious
injury if the malfunction were to recur. If safety effectiveness problems occur after the prodemthes the market, the FDA may take ste
prevent or limit further marketing of the produédditionally, the FDA actively enforces regulat®prohibiting marketing and promotion of
devices for indications or uses that have not lndeared or approved by the FDA.
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There can be no guarantee that we will be ablétaio the necessary 510(k) clearances or PMA apgsde market and manufacture our
other products in the United States of Americatffi@ir intended use on a timely basis, if at aleldys in receipt of or failure to receive such
clearances or approvals, the loss of previouslgived clearances or approvals, or failure to comytia existing or future regulatory
requirements could have a substantial negativetedie our results of operations and financial ctodi

To sell in international markets, we will be sulijerintensive regulation in foreign countries

In cooperation with our distribution partners, witend to market our current and future product$ lloimestically and in many foreign
markets. A number of risks are inherent in inteoreatl transactions. In order for us to market purducts in Europe, Canada, Japan and
certain other non-U.S. jurisdictions, we need ttaoband maintain required regulatory approvalslearances and must comply with extensive
regulations regarding safety, manufacturing proegessid quality. For example, we still have noaotgd regulatory approval for our Thin
Film products in Japan. These regulations, incigdhe requirements for approvals or clearancesaiket, may differ from the FDA
regulatory scheme. International sales also mdinbeed or disrupted by political instability, e controls, trade restrictions and changes in
tariffs. Additionally, fluctuations in currency elxange rates may adversely affect demand for mduygts by increasing the price of our
products in the currency of the countries in whiod products are sold.

There can be no assurance that we will obtain eggyl approvals or clearances in all of the coestuwhere we intend to market our
products, or that we will not incur significant t®# obtaining or maintaining foreign regulatoppaovals or clearances, or that we will be ¢
to successfully commercialize current or futureqouiats in various foreign markets. Delays in receffapprovals or clearances to market our
products in foreign countries, failure to receivets approvals or clearances or the future lossefipusly received approvals or clearances
could have a substantial negative effect on ourltesf operations and financial condition.

Changing, New and/or Emerging Government Regulation

Government regulations can change without notideeisthat fact that Cytori operates in various linégional markets, our access to ¢
markets could change with little to no warning daea change in government regulations that suddepyegulate our product(s) and cre
greater regulatory burden for our cell therapy esitibanking technology products.

Due to the fact that there are new and emergirldheiapy and cell banking regulations that hawendy been drafted and/or implemer
in various countries around the world, the appitcatnd subsequent implementation of these neweametrging regulations have little to
precedence. Therefore, the level of complexity stniehgency is not known and may vary from countrycountry, creating greater uncerta
for the international regulatory process.

Health Insurance Reimbursement Risks

New and emerging cell therapy and cell banking tetibgies, such as those provided by the Celu(%iystem family of products, m
have difficulty or encounter significant delays abtaining health care reimbursement in some orcallntries around the world due
the novelty of our cell therapy and cell bankieghnology and subsequent lack of existing reimbuesg schemes / pathways. Therefore
creation of new reimbursement pathways may be cexmgahd lengthy with no assurances that such reiselbuents will be successful. The |
of health insurance reimbursement or reduced omnaihreimbursement pricing may have a significampact on our ability to successfully «
our cell therapy and cell banking technology prd¢s)dnto a county or region.

Market Acceptance of New Technology

New and emerging cell therapy and cell banking tetdgies, such as those provided by the Celu(%iystem family of products, m
have difficulty or encounter significant delaysobtaining market acceptance in some or all cowaieund the world due to the novelty of
cell therapy and cell banking technologies. Tharsfthe market adoption of our cell therapy and loahking technologies may be slow
lengthy with no assurances that significant madaaption will be successful. The lack of market @@m or reduced or minimal marl
adoption of our cell therapy and cell banking teathgies may have a significant impact on our abtiit successfully sell our product(s) int
country or region.

We and/or the Joint Venture have to maintain gqualiisurance certification and manufacturing apgsova

The manufacture of our Celutig)rSystem will be, and the manufacture of any futweierelated therapeutic products would be, sultject
periodic inspection by regulatory authorities amtribution partners. The manufacture of deviced a
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products for human use is subject to regulationiaggection from time to time by the FDA for congsice with the FDA’s Quality System
Regulation, or QSR, requirements, as well as etprivaequirements and inspections by state anduh8n+egulatory authorities. There car
no guarantee that the FDA or other authorities moll, during the course of an inspection of exgstin new facilities, identify what they
consider to be deficiencies in our compliance @®8Rs or other requirements and request, or seekdiahaction.

Failure to comply with such regulations or a patdrdelay in attaining compliance may adverselgetffour manufacturing activities and
could result in, among other things, injunctiorisil penalties, FDA refusal to grant pre-market apals or clearances of future or pending
product submissions, fines, recalls or seizurgzaducts, total or partial suspensions of productémd criminal prosecution. There can be no
assurance after such occurrences that we will lzetalmbtain additional necessary regulatory apaiwor clearances on a timely basis, if at
all. Delays in receipt of or failure to receiveeBwapprovals or clearances, or the loss of prelyoeseived approvals or clearances could h:
substantial negative effect on our results of dj@na and financial condition.

We depend on a few key officers

Our performance is substantially dependent on #émfopnance of our executive officers and other &e&gntific staff, including
Christopher J. Calhoun, our Chief Executive Offi@ard Marc Hedrick, MD, our President. We rely mploem for strategic business decisions
and guidance. We believe that our future succeds\eloping marketable products and achieving gpatitive position will depend in large
part upon whether we can attract and retain additiqualified management and scientific person@gmpetition for such personnel is inter
and there can be no assurance that we will betalglentinue to attract and retain such personmbek loss of the services of one or more of our
executive officers or key scientific staff or tmability to attract and retain additional persorsxedl develop expertise as needed could have a
substantial negative effect on our results of oj@na and financial condition.

We may not have enough product liability insurance

The testing, manufacturing, marketing, and saleunfregenerative cell products involve an inhereskt that product liability claims will k
asserted against us, our distribution partnercensees. There can be no guarantee that oieatlinial and commercial product liability
insurance is adequate or will continue to be alldlan sufficient amounts or at an acceptable dbat,all. A product liability claim, product
recall, or other claim, as well as any claims foingured liabilities or in excess of insured lighgk, could have a substantial negative effect on
our results of operations and financial conditiddso, well-publicized claims could cause our stock to fallrpha even before the merits of t
claims are decided by a court.

Our charter documents contain atakeover provisions and we have adopted a Stockh®&lahts Plan to prevent hostile takeovers

Our Amended and Restated Certificate of Incorponaéind Bylaws contain certain provisions that cqurielent or delay the acquisition
the Company by means of a tender offer, proxy cinte otherwise. They could discourage a thindypom attempting to acquire control of
Cytori, even if such events would be beneficiahe interests of our stockholders. Such provisinayg have the effect of delaying, deferring,
or preventing a change of control of Cytori andsamquently could adversely affect the market priceuo shares. Also, in 2003 we adopted a
Stockholder Rights Plan of the kind often refert@a@s a poison pill. The purpose of the StockhoRights Plan is to prevent coercive takeover
tactics that may otherwise be utilized in takeamtgempts. The existence of such a rights plan rsy@event or delay a change in control of
Cytori, and this prevention or delay adversely @ftae market price of our shares.

We pay no dividends

We have never paid in the past, and currently domend to pay any cash dividends in the foresleciiture.
Item 1B . Unresolved Staff Comments
Not applicable.
Item 2 . Properties
We currently lease 91,000 square feet located 2@ 3@d 3030 Callan Road, San Diego, Californiae fétated rent agreement bears rent

at a rate of $1.15 per square foot, with annuakiases of 3%. The lease term is 57 months,
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commencing on October 1, 2005 and expiring on B&010. We also lease 4,027 square feet ofenffimce located at 9-3 Otsuka 2-chome,
Bunkyo-ku, Tokyo, Japan. The agreement providesdiot at a rate of $4.38 per square foot, expiandNovember 30, 2009. We also entered
into a new lease during the second quarter of 200800 square feet of office space located atGfimo Capponi n. 26, Florence, Italy. The
lease agreement provides for rent at a rate of3%26 square foot, expiring on April 22, 2014. Auihally, we've entered into several lease
agreements for corporate housing for our emplogedsaternational assignments. For these propesiepay an aggregate of approximately
$144,000 in rent per month.

Item 3 . Legal Proceedings

From time to time, we have been involved in routitigation incidental to the conduct of our busiseAs of December 31, 2008, we were
not a party to any material legal proceeding. \Weret formally a party to the University of Pittsgh patent litigation. However, we are
responsible for reimbursing certain related litigatcosts. On June 12, 2008, we received the Gdural order concluding that the University
of Pittsburgh’s assignors were the sole inventbthe ‘231 Patent. The UC assignors are appe#tiegourt’s decision. Since our current
products and products under development do notipesthe ‘231 Patent, our primary ongoing busireeggvities and product development
pipeline should not be affected by the Court’s sieci. Although the ‘231 Patent is unrelated to @urent products and product pipeline, we
believe that the ‘231 Patent and/or the other teldgy licensed from UC may have long term potentidbe useful for future product
developments, and so we have elected to suppou léGal efforts in the appeal of the Court’s fineder.

Item 4. Submission of Matters to a Vote of SecurityHolders

None.
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PART Il

Iltem 5 . Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Eity Securities
Market Prices

From August 2000 (our initial public offering in @eany) through September 2007 our common stockguated on the Frankfurt Stock
Exchange under the symbol “XMPA” (formerly XMP). 8eptember 2007 our stock closed trading on thekfua Stock Exchange. Effective
December 19, 2005, we began trading on the NasdpgaCMarket under the symbol “CYTX,” and havecsrtransferred to the Nasdaq
Global Market effective February 14, 2006. Thedwaling table shows the high and low sales price®fwrcommon stock for the periods
indicated, as reported by the Nasdaq Stock Mailltedse prices do not include retail markups, markdgoar commissions.

Nasdag Stock Exchange

High Low

2007
Quarter ended March 31, 20 $ 700 $ 4.5¢
Quarter ended June 30, 2C $ 6.6¢ $ 5.3¢€
Quarter ended September 30, 2! $ 6.67 $ 4.8
Quarter ended December 31, 2( $ 650 $ 4.8¢

2008
Quarter ended March 31, 20 $ 644 $ 4.62
Quarter ended June 30, 2C $ 85€¢ $ 4.7¢
Quarter ended September 30, 2! $ 797 $ 5.0C
Quarter ended December 31, 2( $ 56 $ 1.7¢

All of our outstanding shares have been deposiigd T CC since December 9, 2005.

As of February 28, 2009, we had approximately 2fstered holders of our common stock. In additive,are aware that there are at least
4,480 beneficial holders of our common stock. Beeamany of our shares are held by brokers and mi$tgutions on behalf of stockholders,
we are unable to estimate the total number of iddad stockholders represented by these recorcehald

Dividends
We have never declared or paid any dividends anabtianticipate paying any in the foreseeable &utur
Equity Compensation Plan Information

Number of securities remaining
available for future
Number of securities to be issue Weighted-average exercise pric issuance under equity compensatic
upon exercise of outstanding of outstanding options, warrants plans (excluding securities reflecte
Plan Category options, warrants and rights and rights in column(a))

(@) (b) (©)

Equity
compensatiol
plans
approved
by
security
holders
1) 3,810,39'$ 4.6t —

Equity

compensatiol

plans not

approved

by

security

holders

(2 2,118,31. 5.6¢ 2,190,45I
Total 5,928,70° $ 5.02 2,190,45




Q) The 1997 Stock Option and Stock Purchase Plan exmin October 22, 200

(2) The maximum number of shares shall be cumulatimehgased on the first January 1 after the Effexfdate, August 24, 2004,
and each January 1 thereafter for 9 more yearsa bpmber of shares equal to the lesser of (a) 2¥ehumber of shares issued
and outstanding on the immediately preceding Deeg8b, and (b) a number of shares set by the Bc
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Comparative Stock Performance Graph

The following graph shows how an initial investmeh$100 in our common stock would have compareahtequal investment in the
Nasdag Composite Index and the Amex Biotechnologgx during the period from December 31, 2003,ubhoDecember 31, 2008. T
performance shown is not necessarily indicativRitfre price performance.
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Item 6. Selected Financial Data

The selected data presented below under the captBtatements of Operations Data,” “StatementsaghCFlows Data” and “Balance
Sheet Data” for, and as of the end of, each of/é&zes in the five-year period ended December 308 28re derived from, and should be read in
conjunction with, our audited consolidated finahsiatements. The consolidated balance sheets@soafmber 31, 2008 and 2007, and the
related consolidated statements of operations anghrehensive loss, stockholders’ equity (defiitjd cash flows for each of the years in the
three-year period ended December 31, 2008, whieh haen audited by KPMG LLP, an independent regidtpublic accounting firm, and
their report thereon, are included elsewhere in d@hinual report. The consolidated balance sheets2eacember 31, 2006, 2005 and 2004, and
the related consolidated statements of operatindscamprehensive loss, stockholders’ equity (dgfiand cash flows for the years ended
December 31, 2005 and 2004, which were also aublifd€PMG LLP, are included with our annual repgatsviously filed.
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The information contained in this table should disaead in conjunction with “Management’s Discaesand Analysis of Financial
Condition and Results of Operations” and the finanstatements and related notes thereto inclulieavere in this report (in thousands
except share and per share data):

2008 2007 2006 2005 2004
Statements of Operations Data
Product revenue:
Sales to related par $ 28 $ 79z $ 1,451 $ 5,63 $ 4,08t
Sales to third parties 4,50( — — — 2,23
4,52¢ 792 1,451 5,63¢ 6,322
Cost of product revenut 1,854 422 1,63/ 3,15¢ 3,38¢
Gross profit (loss) 2,674 37C (183) 2,48( 2,93¢
Development revenue
Development, related par 774 5,16¢ 6,05 51 15¢
Other, related part 1,50C — — — —
Research grants and other 51 89 41¢€ 32C 33€
2,32k 5,251 6,47¢ 371 49€

Operating expense
Research and developmt 17,37 20,02( 21,97% 15,45( 10,38«
Sales and marketir 4,60z 2,67: 2,05¢ 1,547 2,41z
General and administrati\ 11,723 14,18 12,54° 10,20¢ 6,551
Change in fair value of option

liabilities 1,06( 10C (4,43)) 3,64t —
Restructuring charg — — — — 107
Equipment impairment charge — — — — 42
Total operating expenses 34,76( 36,97 32,14¢ 30,85( 19,49
Total operating los (29,76)) (31,35() (25,855 (27,999 (16,069)
Other income (expense
Gain on sale of asse — 1,85¢ — 5,52¢ —
Gain on the sale of assets, related

party — — — — 13,88:
Interest incomt 23C 1,02¢ 70€ 29¢ 252
Interest expens (420 (155) (299 (137) (a77)
Other income (expens (40) (46) (27) (55) 15
Equity loss in investments (45) (7) (74) (4,172) —
Net loss (30,030% (28,679% (2544) $ (26,539 $ (2,090
Basic and diluted net loss

share (1.12) $ (1.25) $ (1.5%) $ (1.80) $ (0.15)

Basic and diluted weighted

average common shares 26,882,43 22,889,25 16,603,55 14,704,28 13,932,39
Statements of Cash Flows Date
Net cash used in operati

activities (33,389% (29,99H % (16,48Y) $ (1,200 $ (12,579
Net cash provided by investil

activities (393 5,982 591 911 13,42
Net cash provided by (used |

financing activities 34,92¢ 26,57¢ 16,78’ 5,351 (831)
Net increase (decrease) in ci 1,14¢ 2,56: 89t 5,16 20
Cash and cash equivalents

beginning of year 11,46¢ 8,90z 8,007 2,84( 2,82(
Cash and cash equivalents at

of year 12611 ¢  1146° $ 8,90: $ 8,007 $ 2,84(
Balance Sheet Data
Cash, cash equivalents and s-

term investment 12617 $ 11,46¢$ 1287¢ $ 1584t $  13,41¢
Working capital 10,09( 4,16¢ 7,392 10,45¢ 12,45¢
Total asset 25,60¢ 21,501 24,86¢ 28,16¢ 25,47(
Deferred revenues, related pa 16,47« 18,74¢ 23,90¢ 17,31: —



Deferred revenue

Option liabilities

Deferred gain on sale of ass

Long-term deferred rer

Long-term obligations, less
current portior

Total stockholders’ equity
(deficit)

$

2,44t
2,06(

16¢€
5,04¢

(7,717 $

22

2,37¢
1,00(

47:
237

(9,400 $

2,38¢
90C

741
1,15¢

(10,819 $

2,541
5,331

57¢

1,55¢

(6,229 $

2,59:

5,65(
80

1,12¢

12,83¢




Item 7 . Management’s Discussion and Analysis ofifancial Condition and Results of Operations
CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STAEMENTS

This report contains certain statements that magdemed “forward-looking statements” within the mizgy of United States of America
securities laws. All statements, other than stat@siof historical fact, that address activitiegeets or developments that we intend, expect,
project, believe or anticipate and similar express or future conditional verbs such a will, shquiauld, could or may occur in the future i
forward-looking statements. Such statements are basedegrtain assumptions and assessments made by awagaaent in light of their
experience and their perception of historical trendurrent conditions, expected future developmamisother factors they believe to be
appropriate.

These statements include, without limitation, stegets about our anticipated expenditures, inclgdhose related to clinical research studies,
and general and administrative expenses; the piaiesize of the market for our products, futudevelopment and/or expansion of our
products and therapies in our markets, abilitygemerate product revenues or effectively managegmss profit margins; our ability t

obtain regulatory clearance; expectations as to fudure performance; the future impact and ongaapgeal with respect to the ‘231 patent
litigation, the “Liquidity and Capital Resourcesection of this report, including our need for difttial financing and the availability thereof;
and the potential enhancement of our cash posttioough development, marketing, and licensing agements. Our actual results will likely
differ, perhaps materially, from those anticipatadhese forward-looking statements as a resultasfous factors, including: our need and
ability to raise additional cash, our joint ventgrerisks associated with laws or regulatory regawents applicable to us, market conditions,
product performance, unforeseen litigation, and petition within the regenerative medicine field, name a few. The forwe-looking
statements included in this report are subject tauenber of additional material risks and uncert&st including but not limited to the risks
described our filings with the Securities and Exaia Commission and under the “Risk Factors” sectioPart | above.

We encourage you to read our Risk Factors desonigtcarefully. We caution you not to place undel@nce on the forward-looking
statements contained in this report. These stat&snbke all statements in this report, speak adyof the date of this report (unless an earlier
date is indicated) and we undertake no obligatmmpdate or revise the statements except as redjbydaw. Such forwartboking statemen
are not guarantees of future performance and aatesuilts will likely differ, perhaps materially,oim those suggested by such forward-looking
statements.

Liquidity

We incurred losses of $30,036,000, $28,672,000625¢447,000 for the years ended December 31, ZW08,, and 2006 respectively. !
have an accumulated deficit of $162,168,000 asexfeinber 31, 2008. Additionally, we have used ashof $33,389,000, $29,995,000 and
$16,483,000 to fund our operating activities foargeended December 31, 2008, 2007, and 2006, teaggc To date these operating losses
have been funded primarily from outside sourceigvdsted capital.

During 2008, we initiated our commercializationigities while simultaneously pursuing availabledirting sources to support operations
and growth. We have had, and continue to havengning need to raise additional cash from outsaleces to fund our
operations. However, our ability to raise capitas been adversely affected by current credit ¢ciomdi and the downturn in the financial
markets and the global economy. Accordingly, thelination of these facts raises substantial daslit the Company’s ability to continue as
a going concern. The accompanying consolidatexhfiial statements and financial statement schédwle been prepared assuming that the
Company will continue as a going concern. If we ansuccessful in our efforts to raise outsidetahpi the near term, we will be required to
significantly reduce our research, development,adinistrative operations, including reductioroaf employee base, in order to offset the
lack of available funding.

We are pursuing financing opportunities in both phgate and public debt and equity markets as agthrough strategic corporate
partnerships. We have an established historyisihigacapital through these platforms, and we areenitly involved in negotiations with
multiple parties. Our efforts in 2008 to raise italphave taken longer than we initially anticiphté/Ne were however, successful in August
2008, and raised approximately $17,000,000 in goosseeds from a private placement of 2,825,51@gistered shares of common stock and
1,412,758 common stock warrants (with an origin@reise price of $8.50 per share) to a syndicatawstors including Olympus
Corporation, who acquired 1,000,000 unregisteredeshand 500,000 common stock warrants in exchiang®,000,000 of the total proceeds
raised. In October 2008, we entered into a selcuoan Agreement with General Electric Capital Qogtion and Silicon Valley Bank
(“Lenders”) to borrow up to $15,000,000. An initiarm loan of $7,500,000, less fees and expemsesfunded on
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October 14, 2008. We could not access the renm@Bii500,000 under this facility as we were noedblmeet certain financial prerequisites
that had been established by the Lenders.

We expect to continue to utilize our cash and eaghivalents to fund operations through at leashthe few months, subject to minimum
cash and cash liquidity requirements of the Loath S@&curity Agreement with the Lenders, which regmihat we maintain at least three
months of cash on hand to avoid an event of defeder the Loan and Security Agreement. We costiowseek additional cash through
product revenues, strategic collaborations, angdréusales of equity or debt securities. Althouggre can be no assurance given, we hope to
successfully complete one or more additional fifr@gntransactions and corporate partnerships iméae-term. Without this additional capital,
current working capital and cash generated fromssahd containment of operating costs will not geadequate funding for research, sales
and marketing efforts, clinical and preclinicahbts, and product development activities at theirent levels. If such efforts are not successful,
we will need to significantly reduce or curtail aesearch and development and other operationthemdould negatively affect our ability to
achieve corporate growth goals. Specifically, wgehprepared an operating plan (plan) that catls$do reduce operations to focus almost
entirely on the supply of current products to erggior new distribution channels. This plan worddult in reductions to our current sales and
marketing headcount (total headcount was 17 atmbee 31, 2008) as well as a reduction in manufagjureadcount (total headcount of 2(
December 31, 2008). In addition, as part of tlaa pthere would be minimal expenditures for ongaiaigntific research, product development
or clinical research. This impacts research angtldpment headcount (total headcount was 57 atleee31, 2008), external subcontractor
expenditures, capital outlay and general and adtn&iive expenditures related to the supervisiosugh activities. In parallel, we would
significantly reduce administrative staff (the gexl@nd administrative headcount was 32 at Dece®bgeP008) and salaries consistent with
overall reduction in scope of operations. In aggte, such reductions could result in eliminatiohsoles for the majority of the Company’s
current staff and the deferral or elimination dfaalgoing development projects until such time ttesgth resources were available from
operations or outside sources to re-establish dpugnt and growth plans. Management is curresthiewing contractual obligations related
to the pre-clinical and clinical commitments alomigh minimum purchase requirements to include defef such commitments as part of this
plan. While management is actively pursuing itarrterm financial and strategic alternatives #lso, in parallel, continuing to evaluate the
timing of implementation of the alternative opemgtplan and the initiation of the identified redaos. Based on the impact of the reductions
described above and a full year impact of othe@oasttaken by management in Q3 and Q4 of 2008;dkk operating requirements in the near
term would be reduced to a range of $1.0 to $1IRomiper month.

Overview

Cytori Therapeutics, Inc. manufactures, developd,iaternationally commercializes innovative metiteehnologies, which allow
physicians to practice regenerative medicine. Chmpany’s main product is the Celution® System,olths the first and only broadly
available device that provides clinical grade aagolus stem and regenerative cells in real-times @ibvice processes a patient’s own stem and
regenerative cells at the bedside so their cellg lmearedelivered during the same surgical proceddue commercialization model is based on
the sale of the Celution® System and generatingrrig revenue thereafter from the sale of single-consumables used in every patient
procedure and on sales of related instrumentatidraacillary products.

Commercial activities are currently focused on reéirlg the Celution® cell processing system andedlfamily of products across
three areas. The first is cosmetic and reconstreistirgery in Europe and Asia-Pacific. The secartd fulfill the demand among physicians in
Europe and Asia Pacific for access to clinical grattm and regenerative cells. The third is to etahe Celution-based StemSource® Cell
Bank worldwide to hospitals and tissue banks sg taa in turn offer patients the opportunity toayreserve their own adipose-derive stem
and regenerative cells.

The more therapeutic applications that are develdpethe Celutiorf’ System and its cellular output, the more opporiesive will
have to offer the Celutiofi System and related consumable sets to hospitad&g;s;land physicians. For this reason, we areldpigg and

allowing others to develop additional applicatidoisthe Celutior” System, which include cardiovascular disease, fackvtwo human clinice
trials are underway, renal failure, orthopedic dgey@astrointestinal disorders, and pelvic headtiditions, among others.

In the first quarter of 2008, we launched the famtmmercial generation Celutig)rSystem product platform. Throughout the year and
into 2009, we broadened our commercialization &fand expanded our network of distribution pagn&his included the opening of a sales
and training center in Europe designed to edudaysipians on the technology and its benefits, dbsasegpromote sales within the region. To
support future sales efforts, we initiated a 70gudtpost-marketing study in Europe last year, whth goal of expanding claims and seeking
reimbursement for the use of the
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Celution® System in post-partial mastectomy defect reconstmucFinal results from this study are expectetiéaeported in 2010.

In partnership with Olympus Corporation, we madm#icant progress during 2008 toward finalizing second commercial

generation Celution System. Currently, we manuf&cthe first commercial generation Celutﬁ)Bystem and consumables at our corporate
headquarters and provide all servicing for the cethrough our regional offices.

Also during 2008, we were granted several U.S.latetnational patents and patent allowances, wbisker various aspects of the

Celution® System technology and applications of the Celu%élystem output. These developments further protacpmprietary rights and
competitive position. Lastly, during 2008 we contd enroliment of our European cardiovascular dsedinical trials, which represent our
most advanced product pipeline application. Enretitrfor both studies should be completed in 20G8 vesults available as early as 2010.

Our strategy for the future, in this current fineth@nvironment with a new product that has muitipbtential applications, is to focus
the majority of our financial resources on actestthat will promote immediate sales of the Cetusystem. In Europe and Asia Pacific, this
entails continued investment in the RESTORE Il gtisdsupport reimbursement and includes maintaiounglevel of investment into sales ¢
marketing activities. In the United States, we@etinuing to seek regulatory and marketing apgrof/¢he Celution® 700 System family of
products. We expect to finalize our U.S. regulatang clinical development strategy in 2009.

The market for clinical grade cells requires suttst#ly fewer resources as the majority of the caeneralization efforts are assumed
by our distribution partners. This allows us tattier expand the installed-base of Celution® Systéhfesexpect the breadth of these
applications for which the device is used in thierket will grow significantly as physicians contento adopt cell based regenerative medicine
into their treatment strategies based on the ailifiaof safe clinical grade cells at the pointazfre.

The StemSource Cell Bank business is being offédnexigh our commercialization partner Green Ho$8tgply in Japan, Korea,
Taiwan and Thailand, and is being offered by GEltHeare in select European countries. We beliewavtyr in the cell bank business in 2009
within Asia Pacific will be driven by hospitals wigea device is already installed as part of anstigator-initiated study, and where physicians
are already familiar with the use of the system itsmlenefits. The commercialization activities pegformed predominantly by our
distributors, however we continue to serve in asoiting capacity to assist as needed in sales emits.

Coinciding with our increased investment in comriaractivities is a planned reduction in preclificesearch and cardiovascular
disease development expenses. Because we havd flasdeasibility stage and are now manufacturimgmercial products, we have less
reliance going forward on basic and preclinicalelegment activities. Preclinical research will dooe at a base level required to fulfill
demands for potential partnerships, expandingledtlal property, and supporting commercial agasit For cardiovascular disease, we plan to
complete enrollment in these studies, report datate 2009 and/or early 2010 at which point we either seek a co-development partner or
pursue further development in a measured way satih time as we have the adequate financial ressuecinvest in pivotal European studies
and U.S. clinical trials.

Cytori's business objectives for 2009 and beyorutlide the following:

» Exceed global Celution® System and StemSource taigst of $10 million in 2009

« Expand global distribution network in Europe andafBacific and related sales impact

« Expand Celutio® System product claims to include general and mastigery procedure

» Expand Celutio® System reimbursement in Eurc

« Substantial reduction in total operating exper

« Complete enrollment of RESTORE Il in the secondrtgraf 200¢

» Report preliminary RESTORE Il results as earlyhasfourth quarter of 2009 on patients who have lhemwed for six months at the tir
of analysis

. Introdu)ée complementary cosmetic and reconstrustivgery products in the U.S. in the third quaofe2009

» Finalize U.S. regulatory and clinical developmemd aegulatory strateg
« Complete enrollment in cardiovascular studies (PFEEC& APOLLO) and report results in 20.
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Olympus Partnership

On November 4, 2005, we entered into a strategieldpment and manufacturing joint venture agreeraadtother related agreements
(“JV Agreements”) with Olympus Corporation (“Olymgl). As part of the terms of the JV Agreements farened a joint venture, Olympus-

Cytori, Inc. (the “Joint Venture”), to develop andhnufacture future generation devices based oelution® System platform.

Under the Joint Venture Agreements:

« Olympus paid $30,000,000 for its 50% interest i thoint Venture. Moreover, Olympus simultaneoushtered into
License/Joint Development Agreement with the JMehture and us to develop a second generation cochaystem ar
manufacturing capabilitie:

* We licensed our device technology, including théuGen ® System platform and certain related intellectualperty, to the Joil
Venture for use in future generation devices. €h#svices will process and purify adult stem argknerative cells residing
adipose (fat) tissue for various therapeutic cihiagpplications. In exchange for this license, nweeived a 50% interest in -
Joint Venture, as well as an initial $11,000,009rpent from the Joint Venture; the source of thigrpant was the $30,000,C
contributed to the Joint Venture by Olympus. Maeo upon receipt of a CE mark for the first getieraCeIution® Systen
platform in January 2006, we received an additi§i4l,000,000 development milestone payment fronddiret Venture

Put/Calls and Guarantee

The Shareholders’ Agreement between Cytori and @lgrprovides that in certain specified circumstaraf@ansolvency or if we
experience a change in control, Olympus will haheerights to (i) repurchase our interests in thetJenture at the fair value of such interests

or (ii) sell its own interests in the Joint VentwoeCytori at the higher of (a) $22,000,000 ortf® Put's fair value.

As of November 4, 2005, the fair value of the Paswletermined to be $1,500,000. At December 318 20d 2007, the fair value of the
Put was $2,060,000 and $1,000,000, respectivdlyctirations in the Put value are recorded in thtestents of operations as a component of
Change in fair value of option liabilities. Therfaalue of the Put has been recorded as a longiiahitity on the balance sheet in the caption

option liability.
The following assumptions were employed in estingathe value of the Put:

December December  November
31, 2008 31, 2007 4, 2005

Expected volatility of Cytor 68.0(% 60.0(% 63.2(%
Expected volatility of the Joint Ventu 68.0(% 60.0(% 69.1(%
Bankruptcy recovery rate for Cytc 21.0(% 21.0(% 21.0(%
Bankruptcy threshold for Cyto $16,740,00 $ 9,324,000 $10,780,00
Probability of a change of control event for Cyi 2.8(% 2.17% 3.04%
Expected correlation between fair values of Cyamd the Join

Venture in the futur 99.0(% 99.0(% 99.0(%
Risk free interest rai 2.25% 4.04% 4.66%

The Put has no expiration date. Accordingly, wik egntinue to recognize a liability for the Putdamark it to market each quarter until it
is exercised or until the arrangements with Olymanesamended.

The Joint Venture currently has exclusive accesaitdechnology for the development, manufactune, supply of the devices (second
generation and beyond) for all therapeutic appbicat Once a later generation Celution® Systedeigeloped and approved by regulatory
agencies, the Joint Venture would sell such systehisively to us at a formula-based transfergyniee have retained marketing rights to the
second generation devices for all therapeutic egptins of adipose stem and regenerative cells.

We have worked closely with Olympus’ team of sdistand engineers to design the future generatibtise Celutior System so that it
will contain certain product enhancements and ¢hatbe manufactured in a streamlined manner.

In August 2007, we entered into a License and Rpyedreement with the Joint Venture which providessthe ability to commercially
launch the Celutiof} System platform earlier than we could have otherwlisne so under the terms of the
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Joint Venture Agreements. The Royalty Agreemdoina for the sale of the Cytori-developed Celuﬁ@oSystem platform, including the

Celution® 800/CRS and CelutioR900/MB, until such time as the Joint Venture'sdurots are commercially available for the same ntarke
served by the Cytori platform, subject to a reabtmeoyalty that will be payable to the Joint Vartdor all such sales.

We account for our investment in the Joint Venumder the equity method of accounting.
Other Related Party Transactions

In a separate agreement entered into on Februa30P®, we granted Olympus an exclusive right tgpotiate a commercialization
collaboration for the use of adipose stem and reiggive cells for a specific therapeutic area olatsif cardiovascular disease. In exchange for
this right, we received a $1,500,000 payment frogmpus. As part of this agreement, Olympus cowlddzict market research and pilot
clinical studies in collaboration with us for thestapeutic area up to December 31, 2008 when xblagsve right expired. Accordingly, on
December 31, 2008, we recognized $1,500,000 as dévelopment revenue and reduced our deferrechuese related party balance for the
same amount.

On February 8, 2008, we agreed to sell 2,000,086eshof unregistered common stock to Green Hospitpply, Inc. for $12,000,000 ca
or $6.00 per share, in a private stock placemémt.February 29, 2008, we closed the first halhef private placement with Green Hospital
Supply, Inc. and received $6,000,000. We closedstitond half of the private placement on April3108 and received the second payme
$6,000,000.

In August 2008, we received an additional $6,000,80m Olympus in a private placement of 1,000,06€egistered shares of our
common stock and a warrant to purchase an additt@@B000 shares of our common stock at an origiratcise price of $8.50 per share. The
purchase price was $6.00 per unit (with each wnisisting of one share and 50% warrant coverageg warrant is exercisable anytime after
February 11, 2009 and will expire on August 11,201
MacroPore Biosurgery

Spine and orthopedic products

By selling substantially all of our spine and oftledic surgical implant business to Kensey Nash @atjon in the second quarter of 2007,
we have completed our transition away from thedsorbable product line for which we were origindtiynded.

Thin Film Japan Distribution Agreement

In 2004, we sold the majority of our Thin Film bosss to MAST Biosurgery AG. We retained all rigtot§ hin Film business in Japan
(subject to a purchase option of MAST, which exgiie May 2007), and we received back from MASTcatise of all rights to Thin Film
technologies in the spinal field, exclusive at teattil 2012, and the field of regenerative mediginon-exclusive on a perpetual basis.

In the third quarter of 2004, we entered into atfiigtion Agreement with Senko Medical Trading Canp. Under this agreement, we
granted to Senko an exclusive license to sell astdloute certain Thin Film products in Japan. Sfeally, the license covers Thin Film
products with the following indications: anti-adlees soft tissue support; and minimization of tii@ehment of soft tissues. The Distribution
Agreement with Senko commences upon “commerci@izdt Commercialization will occur when one or more TRifm product registration
are completed with the Japanese Ministry of Healthour and Welfare, or MHLW. Following commer@ation, the Distribution Agreeme
has a duration of five years and is renewable ricedditional five years after reaching mutuallyesgt minimum purchase guarantees.

We received a $1,500,000 upfront license fee fremk8. We have recorded the $1,500,000 receivadcasnponent of deferred revenues
in the accompanying consolidated condensed bakimeet. Half of the license fee is refundable éf plarties agree commercialization is not
achievable and a proportional amount is refundiéible terminate the arrangement, other than foremaltbreach by Senko, before three years
post-commercialization.

Under the Distribution Agreement, we will also beited to earn additional payments from Senko daseachieving defined
milestones. On September 28, 2004, we notifieck&eh completion of the initial regulatory applicat to the MHLW for the Thin Film
product. As a result, we became entitled to aefomdable payment of $1,250,000, which we receingdctober 2004 and recorded as a
component of deferred revenues. We did not reeegainy development
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revenues with respect to Senko during the yearcebdeember 31, 2008. To date we have recognitethlof $371,000 in development
revenues ($10,000, $152,000, $51,000, and $158¢0Q@0e years ended December 31, 2007, 2006, 20@62004, respectively) related to this
agreement.

Capital Requirements and Liquidity

Research and development for the Celution® Systemygt platform and clinical applications of adipederived stem and regenerative
cell therapies has been and will continue to bg eestly. As a result, we expect to continue inicigr losses in the near future. We will focus
our efforts on substantially reducing researchdeklopment expenses, pre-clinical research, andrgkand administrative activities
throughout 2009 as we conclude our clinical tr{dtstiated in 2007) and complete the transitioratimcus on manufacturing and sale of our
Celution® 800/CRS for reconstructive surgery.

Over 99% of our 2008 research and development exgsenf $17,371,000 were related to our regeneragiléechnology business, and the

majority of those were related to optimizing thdufien® 800/CRS for reconstructive surgery research andldpment of cardiovascular
disease applications. We believe research andafevent expenses will be substantially reduced)i®92(See additional discussion of
liquidity at the beginning of Management Discussioml Analysis). We plan to fund this anticipatedearch and development from: existing
cash and short-term investments; payments, if @tgted to potential Celution® System platform coenoilization partnerships; payments, if
any, related to potential biomaterial divestitungstential research grants; and sale of commork stwough potential future financings. (See
additional discussion regarding Liquidity at theyimming of Item 7, Management’s Discussion and Asial of Financial Condition and Results
of Operations.)

As of December 31, 2008, we had cash and cashalgote on hand of $12,611,000 and an accumulafézitae $162,168,000.
Results of Operations
Product revenues

Product revenues in 2008 relate to our regenerasiléechnology segment and consisted of revefroes our Celution® System products

and Celutior® StemSourc€ Cell Bank. Product revenues in 2007 and 2006edtabur MacroPore Biosurgery segment and consgdted
revenues from our spine and orthopedic products.

The following table summarizes the componentsHerytears ended December 31, 2008, 2007, and 2006:

Years ended

2008 2007 2006

Regenerative cell technolog:

Celution® Products
Related part $ 28,000 $ — 3 —
Third party 4,500,001 — —

MacroPore Biosurgery:
Spine and orthopedic produt — $ 792,00 $ 1,451,00

Total product revenue $ 4,528,000 $ 792,000 $ 1,451,00
% attributable to Medtronic — 10(% 10C%
% attributable to Olympus 0.€% — —

Beginning in March of 2008, we began sales andnséigs of our Celutioff 800/CRS System to the European and Asia-Pacific
reconstructive surgery markets. Assuming all odpplicable revenue recognition criteria have been revenue for these product sales will
be recognized upon delivery to the customer, adsikt and rewards of ownership have been subgéntiransferred to the customer at that
point. For product sales to customers who arrdogand manage all aspects of the shipping proeessecognize revenue upon shipment 1
our facilities. For product sales that includeoabination of equipment, services, or other mudtigéliverables that will be provided in the
future, we defer an estimate of the fair valuehofse future deliverables from product revenue suith deliverables have been provided or
earned. Shipping and handling costs that aredbitieour customers are classified as revenue. f Beoember 31, 2008 we had $66,000 of
shipped product orders that did not reach finatidagon until 2009. Revenue for these items igezted to be
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recognized in the quarter ending March 31, 200€di#onally, we deferred $67,000 as an estimatheffair value of future deliverables from
product revenue and will recognize when such dedivies have been provided or earned.

Spine and orthopedic product revenues represezg sébioresorbable implants used in spine andpetiic surgical procedures. We sold
substantially all of this line of business to Kensdkash in May 2007.

The future We expect to continue to generate regeneraéitéachnology product revenues during 2009 fronuien® 800/CRS and
consumable sales in Europe and we expect to genamaduct revenues from StemSource® Cell Bank saléapan through our distribution
partner Green Hospital Supply, Inc. We expect teeharoduct revenues related to our MacroPore Bgesyrsegment again when
commercialization of the Thin Film products in Jamecurs and we begin Thin Film shipments to Sepkagding regulatory approval.

Cost of product revenues

Cost of product revenues for 2008 relates to sHl€elution® System products and a StemSouteell Bank in our regenerative cell
technology segment and includes material, manufiagilabor, and overhead costs. Cost of produatnees for 2007 and 2006 relates to
spine and orthopedic products in our MacroPore Bm@sry segment and includes material, manufactdalbgr, overhead costs, and an
inventory provision, if applicable. The followinigble summarizes the components of our cost ofwge®for the years ended December 31,
2008, 2007 and 2006:

Years ended

2008 2007 2006

Regenerative cell technolog:

Cost of product revenut $ 1,811,000 $ — —
Shar-based compensatic 43,00( — —
Total regenerative cell technolo 1,854,00! — —
MacroPore Biosurgery:

Cost of product revenut — 403,00( 1,472,001
Shar-based compensatic — — 88,00(
Shar-based compensatic — 19,00( 74,00(

Total MacroPore Biosurgery — — —
422,00( 1,634,00!

Total cost of product revenu $ 1,854,000 $ 422,000 $ 1,634,00
Total cost of product revenues as % of
product revenues 40.% 53.2% 112.6€%

Regenerative cell technolog

« The increase in cost of product revenues for tlee gaded December 31, 2008 as compared to thesanoes in 2007 and 2006

was due to Celutioff System product sales which commenced in 2008. @astles included an economic benefit of
approximately $347,000 related to material costlabdr/overhead previously expensed as researchdarelopment prior to
commercialization date of March 1, 2008 that wad daring the year ended December 31, 2008. C(fgstogluct revenues as a
percentage of product revenues was 40.9% for thegrded December 31, 20!

» Cost of product revenues included approximately, 333 of shardased compensation expense for the year ended Dec&t
2008. There was no shadbased compensation expense for the years endednbec&1, 2007 and 2006. For further details
shar-based compensation discussion bel

MacroPore Biosurgery
« The decrease in cost of product revenues for the gileded December 31, 2008 as compared to thezanioe in 2007 was due
our sale of substantially all of the spine and apdic product line in May 2007. The decreaseost of product revenues for -

year ended December 31, 2007 as compared to the panpd in 2006 was due to a decrease in produaind sales
anticipation of the product line sale in May 20
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« Cost of product revenues includes approximately $i®,000 and $74,000 of st-based compensation expense for the
ended December 31, 2008, 2007 and 2006, respsctivedr further details, see st-based compensation discussion bel

« During the years ended December 31, 2008, 20072666, we recorded a provision of $0, $0, and $88,08spectively, relats
to excess and slomoving inventory. In 2006, this inventory was prodd in anticipation of stocking orders from Medio
which did not materialize

The future. We expect to see a nominal decrease of grosi prafgin for the regenerative cell technology segiras the balance of
production inventory on hand that was previouslgezsed as research and development cost decréésespect to incur costs related to our
MacroPore products if and when commercializatioaciksieved for our Japan Thin Film product line.

Development revenues

The following table summarizes the components ofdavelopment revenues for the years ended Dece®ih@008, 2007, and 2006:

Years ended

2008 2007 2006

Regenerative cell technolog:

Milestone revenue (Olympu $ 774,000 $ 5,158,000 $ 5,905,00
Other revenue (Olympu: 1,500,001 — —
Research grant (NIF — — 310,00
Regenerative cell storage servi 4,00( 4,00( 7,00(
Other 47,00( 85,00( 102,00(
Total regenerative cell technolo 2,325,00! 5,247,00! 6,324,00!
MacroPore Biosurgery:

Development (Senk¢ — 10,00( 152,00(
Total development revenues $ 2,325,000 $ 5,257,000 $ 6,476,00

Regenerative cell technolog

« We recognize deferred revenues, related partyeaslabment revenue when certain performance oiggare met (i.e., using
proportional performance approach). During therysmaled December 31, 2008, we recognized $774,006venue associat
with our arrangements with Olympus. The revenwegaized in 2008 was a result of completing twalgtoilestones in the fir
quarter,

Additionally, we recognized $1,500,000 of other elepment revenue that relates to the agreementteeeel into on February
23, 2006, in which we granted Olympus an exclusigikt to negotiate a commercialization collabomatior the use of adipose
stem and regenerative cells for a specific therparea outside of cardiovascular disease. Ihaxge for this right, we received
a $1,500,000 payment from Olympus. As part of #jgeeement, Olympus could conduct market researg@tpiot clinical studies
in collaboration with us for the therapeutic arpate December 31, 2008 when this exclusive rigipirexl. Accordingly, on
December 31, 2008, we recognized $1,500,000 as dévelopment revenue and reduced our deferreatereparty balance for
the same amount.

During the year ended December 31, 2007, we rezedr$5,158,000 of revenue associated with our geraents with

Olympus. The revenue recognized in 2007 was dtrescompleting a pre-clinical study milestonetire second quarter and
completing a development milestone in the thirdrtpra During the year ended December 31, 2006:emegnized $5,905,000 of
revenue associated with our arrangements with OlignfThe revenue recognized in 2006 was a resghimpleting a prelinical
study milestone in the first quarter, receivingla @ark for the Celution® 600 System, and reachimgd additional milestones in
the fourth quarter. One milestone related to tirapetion of a pre-clinical study while the otheotwere results of product
development efforts.
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« The research grant revenue related to our agreewitnthe National Institutes of HealtNIH"). Under this arrangement, 1
NIH reimbursed us for‘qualifying expenditures” related to research onipsdeDerived Cell Therapy for Myocard
Infarction. To receive funds under the grant sgeament, we were required to (i) demonstrate thatineerred ‘qualifying
expenses,’as defined in the grant agreement between the NitH ws, (i) maintain a system of controls, wherety ca
accurately track and report all expenditures relately to research on Adipo8eerived Cell Therapy for Myocardial Infarctic
and (iii) file appropriate forms and follow apprégie protocols established by the N

During the year ended December 31, 2006, we indu4&9,000 in expenditures, of which $310,000 vegradified. We
recognized a total of $310,000 in revenues foryrer ended December 31, 2006, which included alidevgrant fees as well as
cost reimbursements. Our work under this NIH agie® was completed in 2006; as a result, there ne@mparable revenues
or costs in 2008 and 2007.

MacroPore Biosurgery (Thin Film’
Under a Distribution Agreement with Senko we artitled to earn payments based on achieving theviallg defined milestones:

« Upon notifying Senko of completion of the initi@gulatory application to the MHLW for the Thin Filpnoduct, we were entitls
to a nonrefundable payment of $1,250,000. We difieth Senko on September 28, 2004, received payime@ctober of 200.
and recorded deferred revenues of $1,250,000. A®erember 31, 2006, of the amount deferred, weehecognize
development revenues of $371,000 ($10,000 in 28052,000 in 2006, $209,000 prior to 20C

« In addition, we also received a $1,500,000 licdesethat was recorded as a component of deferreshues in the accompany
balance sheet. Because the $1,500,000 in liceresei$ potentially refundable, such amounts witl lme recognized as reven
until the refund rights expire. Specifically, haf the license fee is refundable if the partieseagcommercialization is r
achievable and a proportional amount is refund#blee terminate the arrangement, other than foremalt breach by Senk
before three years p-commercialization

« We are also entitled to a r-refundable payment of $250,000 once we achieve aacialization.

The future We expect to recognize additional developmewemeaes from our regenerative cell technology segmiering 2009, as the
anticipated completion for the next phase of oumtMenture and other Olympus product developmentggmance obligations is in 2009. [f
we are successful in achieving certain milestorietpaelated to these activities, we may recogajgeroximately $1,200,000 in revenues in
2009. The exact timing of when amounts will beoréed in revenue will depend on internal factoos (histance, our ability to complete cert
contributions and obligations that we have agreegaetform) as well as external considerationsuidiclg obtaining certain regulatory
clearances and/or approvals related to the Cel@t®ystem. The cash for these contributions andjatibns was received when the agreement
was signed and no further related cash paymenitdevihade to us.

We will continue to recognize revenue from the Thilm development work we are performing on bebélSenko, based on the relative
fair value of the milestones completed as comptoele total efforts expected to be necessary taimlbegulatory clearance from the
MHLW. We are still awaiting regulatory clearancerfi the MHLW in order for initial commercializatidn occur. Accordingly, we expect to
recognize approximately $1,129,000 (consisting8f%000 in deferred revenues plus a non-refundadjenent of $250,000 to be received
upon commercialization) in revenues associated thithmilestone arrangement if and when regulasgroval is achieved. Moreover, we
expect to recognize $500,000 per year associatiddeferred Senko license fees over a three-ygardfollowing commercialization, if
achieved, as the refund rights associated withi¢base payment expire.
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Research and development expenses

Research and development expenses include costdass with the design, development, testing arithecement of our products,
regulatory fees, the purchase of laboratory supppeeelinical studies, and clinical studies. The foliog table summarizes the component
our research and development expenses for the gedesl December 31, 2008, 2007 and 2006:

Years ended

2008 2007 2006

Regenerative cell technolog:

Regenerative cell

technology $14,319,00 $12,889,00 $11,967,00
Development milestone (Joint Ventu 2,546,00! 6,293,00! 7,286,001
Research grants

(NIH) — — 479,00(
Stoclk-basec

compensation 501,00( 645,00( 1,015,001
Total regenerative cell technology 17,366,00 19,827,00 20,747,00
MacroPore Biosurgery:

Bioresorbable polymer implan — 111,00( 1,027,001
Development milestone (Senk — 80,00( 178,00(
Thin Film related

research 5,00( — —
Stock-based

compensation — 2,00( 25,00(
Total MacroPore

Biosurgery 5,00( 193,00( 1,230,00i

Total research and development exper $17,371,00 $20,020,00 $21,977,00

Regenerative cell technolog

« Regenerative cell technology expenses relate talévelopment of a technology platform that involusing adipose tissue a
source of autologous regenerative cells for tharapeapplications. These expenses, in conjunctidgth our continue

development efforts related to our CeIutf%System, result primarily from the broad expansibowr research and developm
efforts enabled by the funding we received from ipys in 2005 and 2006 and from other investorsnduthe last fe
years. Labcrelated expenses, not including shbesed compensation, decreased by $1,494,000 fgetreended December
2008 as compared to the same period in 2007 piindde to the decrease in headcount for our rekeant developme
department as a result of achievement of commézatain and transfer of employees from research @exklopment to tt
manufacturing department. Professional servicesrse increased by $310,000 from 2007 to 2008 gpifiyndue to increased L
of consultants and temporary labor during the peated December 31, 2008. Rimtcal and clinical study expense decrease
$1,023,000 from 2007 to 2008 primarily due to audibn in preelinical study activity as we focus on our clinicstudies
Additionally, although the overall cost of a clialctrial is generally higher than for a preclinisalidy, such costs are typic:
spread out over a longer period of time. Expemsesupplies increased by $352,000 from 2007 ta82@@imarily due to timin
of use of inventory supplies for research purpoaed purchases of production supplies prior to thkated product lir
commercialization

« Professional services expense (including giréeal and clinical study costs) decreased byl63,000 from 2006 to 2007,
which $422,000 was attributed to a decrease ircliméal and clinical study expense primarily dweat transition in focus fro
pre<linical studies to clinical studies. Rent anditigs expense decreased by $316,000 from 20060@Y Primarily due th
termination of leases at our Top Gun location in ®&go, CA. These decreases were offset by aedse in travel expense
$389,000 and an increase in repair and mainteraxpense of $382,000 from 2006 to 20

« Expenditures related to the Joint Venture with Qdwsy which are included in the variation analysiewe, include costs that i
necessary to support the commercialization of &igeneration devices, including the next generailetution®device. Thes
development activities, which began in November5200clude performing prelinical and clinical studies, seeking regula
approval, and performing product development reldte therapeutic applications for adipose stem mgenerative cells f
multiple large markets. For the years ended Deeersfh, 2008, 2007 and 2006, costs associated wéthdévelopment of tl
device were $2,546,000, $6,293,000 and $7,286@8pectively. These expenses were comprised 8181000, $3,217,000 a
$3,663,000 in labor and related benefits, $706,&10973,000 and $2,405,000 in consulting and opvefessional service
$111,000, $567,000 and $872,000 in supplies an8,$80, $536,000 and $346,000 in other miscellanegpsnse, respectivel
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« In 2004, we entered into an agreement with the tlifeimburse us for up to $950,000 (Phase | $1@a@ Phase Il $850,0(
in “qualifying expenditures” related to research Addiposeberived Cell Therapy for Myocardial Infarction. Ftive year ende
December 31, 2006, we incurred $479,000 of dirgperses relating entirely to Phase | and Il. @Ethexpenses, $169,000 v
not reimbursed in 2006. To date, we have incuf2d25,000 of direct expenses ($180,000 of whichewet reimburse:
relating to both Phases | and Il of the agreem@&here were no comparable expenditures in 200880@ as our work under tl
NIH agreement was completed during 2C

« Stockbased compensation for the regenerative cell tdogpsegment of research and development was $30,13%45,000 ar
$1,015,000 for the years ended December 31, 2%, and 2006, respectively. See stbelsed compensation discussion bt
for more details

MacroPore Biosurgery

« Our bioresorbable surgical implants platform tedbgyp is used for development of spine and orthopg@doducts and Thin Fil
products. Research and development expenses doesbrbable polymer implants substantially decrase2007 and we
essentially ceased by 2008, due to the terminatfspine and orthopedics product research uponafadeabstantially all of th
product line in May 2007

« Under a distribution agreement with Senko, we a&sponsible for the completion of the initial regats application to tr
MHLW and commercialization of the Thin Film proddate in Japan. Commercialization occurs when onenore Thin Filn
product registrations are completed with the MHLuring the years ended December 31, 2007 and 2086ncurred $80,0(
and $178,000, respectively, of expenses relatédisaegulatory and registration process. We ditlincur any expenses rela
to this regulatory and registration process forytbar ended December 31, 20

« Sharebased compensation for the MacroPore Biosurgersneatof research and development for the yearscebeéeember 3
2007 and 2006 was $2,000 and $25,000, respectivié¢lgre were no shatmsed compensation expenses for the Macr
Biosurgery segment of research and developmernhéyear ended December 31, 2008. See siemed compensation discus:
below for more details

The future Our strategy is to substantially reduce ouraede and development expenditures in 2009 and Weifgate expenditures in this
area to be well below the expenditures in 2008 @shift our focus toward manufacturing and sgf®ee additional discussion regarding
Liquidity at the beginning of Item 7, Managememdiscussion and Analysis of Financial Condition &webults of Operations.)

Sales and marketing expenses

Sales and marketing expenses include costs of tiragkgersonnel, tradeshows, physician training, pranotional activities and
materials. Before the sale of our spine and ogdapimplant product line in May 2007, Medtronicsuasponsible for the distribution,
marketing, and sales support of our spine and péetiic devices. The following table summarizesatimponents of our sales and marketing
expenses for the years ended December 31, 2008,a2@D2006:

Years ended

2008 2007 2006

Regenerative cell technolog:

International sales and marketi $ 4,065,000 $ 2,231,000 $ 1,271,00
Stock-based compensation 361,00( 265,00( 517,00(
Total regenerative cell technolo 4,426,00! 2,496,001 1,788,001
MacroPore Biosurgery :

General corporate marketil — 21,00( 154,00(
International sales and marketi 176,00( 156,00( 104,00(
Stock-based compensation — — 9,00(
Total MacroPore Biosurgel 176,00( 177,00( 267,00(
Total sales and marketing $ 4,602,000 $ 2,673,000 $ 2,055,00
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Regenerative Cell Technolocg

« The increase in international sales and marketipgese for the year ended December 31, 2008 asazethfo the same perioc
2007 was mainly attributed to the increase in gakand related benefits expense of $974,000, ndudimgy sharebase:
compensation, an increase in travel related expenf8321,000, and an increase in printing, suppbad postage of $155,0
which are due to our emphasis in seeking stratdtiamnces and/or cdevelopment partners for our regenerative cellrteldgy a
well as sales and marketing efforts related tocmmnmercialization activities

The increase in international sales and marketipgmrse for the year ended December 31, 2007 asazethpo same period in
2006 was mainly attributed to the increase in gaad related benefits expense of $409,000, asasaither increases due to our
regenerative cell technology strategy.

« Stocl-based compensation for the regenerative cell segofesales and marketing for the year ended Decer@be2008, 20C
and 2006 was $361,000, $265,000 and $517,000,athsplg. See sto-based compensation discussion below for more de

MacroPore Biosurgery

« General corporate marketing expenditures relatexfenditures for maintaining our corporate imagd eeputation within tr
research and surgical communities relevant to barfeble implants. Expenditures in this areaidedlto $0 in 2008 fro
$21,000 in 2007 and $154,000 in 2006 as we focoseaur regenerative cell technology business aiftedrour focus from ot
spine and orthopedic implant busine

« International sales and marketing expendituresadtacosts associated with developing an intesnatibioresorbable Thin Fil
distributor and supporting a bioresorbable ThimFslales office in Japa

» Stocl-based compensation for the MacroPore Biosurgersnsagof sales and marketing for the years endeceibber 31, 20C
was $9,000. There was no stdzksed compensation for the MacroPore Biosurgersneagof sales and marketing for the y:
ended December 31, 2008 and 2007. See-based compensation discussion below for more de

The future. We expect sales and marketing expenditureserttatthe regenerative cell technology to be maiathat or near current
levels as we continue to expand our base of digtdb partners, strategic alliances and co-devetpyrpartners, as well as market our Celution

® System and StemSour&€ell Bank. (See additional discussion regardinguldgy at the beginning of Item 7, ManagemsriDiscussion an
Analysis of Financial Condition and Results of GqiEms.)

General and administrative expenses

General and administrative expenses include cos@dministrative personnel, legal and other psitesl expenses and general corporate
expenses. The following table summarizes the géaed administrative expenses for the years ebdegmber 31, 2008, 2007, and 2006:

Years ended

2008 2007 2006
General and administratiy $10,375,00 $12,805,00 $10,967,00
Stock-based compensation 1,352,001 1,379,001 1,580,001

Total general and administrative expen $11,727,00 $14,184,00 $12,547,00

« General and administrative expense, for the yede@®ecember 31, 2008 as compared to the samealperRD07 decreased
$2,457,000. An overall decrease in general andrasirative expenses (excluding shaesed compensation) occurred primi
from a decrease in legal fees related to 2®1‘'Patent (see below) of $1,793,000 and decreasmlary and related ben
expense, excluding shabased compensation) of $729,000 for the year eDéeegmber 31, 2008 as compared to the same p
in 2007.
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« General and administrative expense, for the yede@mecember 31, 2007 as compared to the samelprrkD06 increased
$1,637,000. This was primarily a result of incesam salary and related benefit expense of $802200 increases in professic
services of $1,160,000, offset by a decrease ickdtased compensation of $201,000 for the year endarbber 31, 2007
compared with 2006. The increase in salary aratedlbenefit expense was mainly attributed to arease in headcount. 1
increase in professional services was mainly aiteith to an increase of $266,000 in consulting sesyiincreases in account
fees of $196,000, and an increase in legal expeofs$863,000, partly incurred in connection witte tB31 Patent (see belo
offset by a decrease in other professional seno€&465,000. In addition, we incurred a n@eurring fee of $322,000 relatec
our February 2007 sale of common stc

« We have incurred substantial legal expenses in exdion with the University of Pittsbur’s lawsuit. Although we are r
litigants and are not responsible for any settlénoests, if we are not successful in overturning @ourt's decision on the31
Patent, our license rights to tH81 Patent will be lost. Since our current prodwstd products under development do not pre
the ‘231 Patent, our primary ongoing business #igs/and product development pipeline should retffected by the Cougt’
decision. Although the ‘231 Patent is unrelateduo current products and product pipeline, we beligat the 231 Patent and/
the other technology licensed from UC may have l@nm potential to be useful for future product elepments, and so we h:
elected to support UC’s legal efforts in the apmddahe Courts final order. The amended license agreementgvediwith UC il
the third quarter of 2006 clarified that we arep@ssible for patent prosecution and litigation saglated to this lawsuit. In t
years ended December 31, 2008, 2007 and 2006, pensed $625,000, $2,418,000 and $2,189,000, résggctor legal fee
related to this license. Our legal expensesea@ltd this lawsuit and the appeal will fluctuat@eleding upon the activity incurr
during each perioc

« Stockbased compensation related to general and adnaitivgtrexpense for the years ended December 31, 2006 and 20(
was $1,352,000, $1,379,000 and $1,580,000, respéctiSee sto-based compensation discussion below for more de

The future. We expect general and administrative expensbke farther reduced in 2009 compared to the phicrd years as we are seeking
ways to minimize these expenses where possiblee g8ditional discussion regarding Liquidity at bieginning of Item 7, Management'’s
Discussion and Analysis of Financial Condition &webults of Operations.)

Stockbased compensation expenses

As noted previously, we adopted SFAS 123R on JanlLia2006.

Stock-based compensation expenses include chaigdsd to options issued to employees, directadshan-employees. Prior to January
1, 2006, the stock-based compensation expenditoresected to options granted to employees andtdie(in their capacity as board
members) is the difference between the exercige pfithe stock based awards and the market véloerainderlying common stock on the
date of the grant. Unearned employee stogked compensation is amortized over the remairésting periods of the options, which gener
vest over a four-year period from the date of grafom January 1, 2006 onwards, we adopted FASBLR® (revised 2004), “Share-based
payments.” Under this pronouncement, we measonkgiased compensation expense based on the grentad value of any awards granted
to our employees. Such expense is recognizedtbggreriod of time that employees provide servicas and earn all rights to the awards.
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Stock-based compensation expense related to ogtignachase common stock issued to non-employetbe ifair value of the stock on
the date of issuance, even if such stock contailes sestrictions. The following table summarittesscomponents of our stock-based
compensation for the years ended December 31, 2003, and 2006:

Years ended

2008 2007 2006

Regenerative cell technolog:

Cost of product revenut $ 43,000 $ — $ —
Research and development rele 501,00( 645,00( 1,015,00i
Sales and marketing related 361,00( 265,00( 517,00(
Total regenerative cell technolo 905,00( 910,00( 1,532,00i
MacroPore Biosurgery:

Cost of product revenut — 19,00( 74,00(
Research and development rele — 2,00( 25,00(
Sales and marketing related — — 9,00(
Total MacroPore Biosurgel — 21,00( 108,00(
General and administrative relai 1,352,00 1,379,00! 1,580,001
Total stocl-based compensatic $ 2,257,000 $ 2,310,000 $ 3,220,00

Regenerative cell technolog

« Of the $910,000 charge to st-based compensation for the year ended Decemb@08Z, $6,000 related to award modificati
for the termination of the employment of our Viceesident of Research, Regenerative Cell Technolbbg. charge reflects t
incremental fair value of (a) the accelerated utedestock options and (b) the extended vested siptikns (over the fair value
the original awards at the modification date). rEhwill be no further charges related these modalifins.

« In the first quarter of 2006, we issued 2,500 shaferestricted common stock to a ~employee scientific advisor. The stoc
restricted in that it cannot be sold for a spedifieriod of time. There are no vesting requireme®ecause the shares issuet
not subject to additional future vesting or servieguirements, the stodkased compensation expense of $18,000 recorddd
first quarter of 2006 constitutes the entire expatated to this grant, and no future period ceangill be reported. The scient
advisor also receives cash consideration as seraigeperformec

General and Administrative:

« During the first quarter of 2008, we issued to officers and directors stock options to purchaseaug50,000 shares of ¢
common stock, with a four-year graded vesting saleetbr our officers and twgear graded vesting for our directors. The ¢
date fair value of option awards granted to ouicefs and directors was $2.73 per share. The megudharebased compensati
expense of $1,230,000, net of estimated forfeifusitbe recognized as expense over the respeséwndce periods

« During the first quarter of 2007, we issued to officers and directors stock options to purchaseaug10,000 shares of ¢
common stock, with a four-year vesting scheduleofarofficers and 24nonth graded vesting for our directors. The gratédai
value of option awards granted to our officers dimdctors was $3.82 and $3.70 per share, respéctiliee resulting sharbase:
compensation expense of $1,480,000, net of estimfmdeitures, will be recognized as expense over tespective vesti
periods.

« Of the $1,379,000 charge to st-based compensation for the year ended Decembel@17, $58,000 related to aw
modifications for the termination of the employmefittwo employees. The charge reflects the increaidair value of (a) tt
accelerated unvested stock options and (b) thendetk vested stock options (over the fair valuehef driginal awards at t
modification date). There will be no further chesgelated these modificatior

During the second quarter of 2007, we made compédg-stock option grants to our non-executive elygds to purchase 213,778 shares of

our common stock, subject to a four-year gradetinggschedule. The grant date fair value for tharms was $3.65 per share. The resulting
share-based compensation expense of $739,000f estirnated forfeitures, will be recognized as exggeover the respective vesting periods.
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Of the $3,220,000 charge to stock-based compemnsfatidhe year ended December 31, 2006, $420,d8€:c:to extensions and cancellations
of awards previously granted to (a) our former SeNice President of Finance and Administrationpwétired in May 2006, and (b) (i) our
former Senior Vice President, Business Developnm@htur former Vice President, Marketing and Digment, and (iii) the position of a less
senior employee, whose positions were eliminatethdl?006. The charge reflects the incrementalMalue of the extended vested stock
options over the fair value of the original awaatishe modification date as well as the accelematfounrecognized compensation cost
associated with cancelled option awards that whake been recognized if the four individuals camgith to vest in their options until the enc
their employment term. There will be no furtheagfes related to these modifications.

The future. We will continue to grant options (which wills@t in an expense) to our employees and, as apatepto non-employee service
providers. In addition, previously-granted optiovi§ continue to vest in accordance with theirginal terms. As of December 31, 2008, the
total compensation cost related to non-vested siptibns not yet recognized for all our plans ipragimately $3,494,000. These costs are
expected to be recognized over a weighted averagedoof 1.67 years.

Change in fair value of option liabilities

The following is a table summarizing the changéinvalue of option liabilities for the years emdBecember 31, 2008, 2007 and 2006:

Years ended

2008 2007 2006
Change in fair value of option liabilit  $ — $ — $(3,731,00)
Change in fair value of put option liabili 1,060,001 100,00( (700,000
Total change in fair value of option
liabilities. $ 1,060,000 $ 100,00( $ (4,431,000

« We granted Olympus an option to acquire 2,200,0@0es of our common stock in 2005. The exercigee mf the option shar
was $10 per share. We had accounted for this g liability because had the option been exadcise would have be
required to deliver listed shares of our commorelsto settle the option shares. In accordance Biff+ 00-19, Accounting fo
Derivative Financial Instruments Indexed to, anteRtally Settled in, a Company’s Own Stocthe fair value of this option w
re-measured at the end of each quarter, using ldekBcholes option pricing model, with the movementaiin value reported
the statement of operations as a change in fairevafl option liabilities. This option expired umegised on December 31, 20!

« In reference to the Joint Venture, the Sharehc Agreement between Cytori and Olympus provides thatertain specifie
circumstances of insolvency or if we experiencéange in control, Olympus will have the rights forépurchase our interests
the Joint Venture at the fair value of such inteyes (ii) sell its own interests in the Joint Vierg to us at the higher of
$22,000,000 or (b) the F's fair value. The value of the Put has been dladsas a liability.

The valuations of the Put were completed usingmioo pricing theory based simulation analysis. (eeMonte Carlo

simulation). The valuations are based on assumgpts of the valuation date with regard to the etavklue of Cytori and the
estimated fair value of the Joint Venture, the expe correlation between the values of Cytori dredJoint Venture, the expected
volatility of Cytori and the Joint Venture, the lkanptcy recovery rate for Cytori, the bankruptcyetshold for Cytori, the
probability of a change of control event for Cyt@nd the risk free interest rate.
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The following assumptions were employed in estingthe value of the Put:

December December December
31, 2008 31, 2007 31, 2006

Expected volatility of Cytor 68.0(% 60.0(% 66.0(%
Expected volatility of the Joint Ventu 68.0(% 60.0(% 56.6(%
Bankruptcy recovery rate for Cytc 21.0(% 21.0(% 21.0(%
Bankruptcy threshold for Cyto $ 16,740,000 $ 9,324,000 $10,110,00
Probability of a change of control event for Cyi 2.8(% 2.11% 1.9%
Expected correlation between fair values of Cyamd the Joint

Venture in the futur 99.0(% 99.0(% 99.0(%
Risk free interest rai 2.25% 4.04% 4.71%

The future. The Put has no expiration date. Accordingly wilkcontinue to recognize a liability for the Putil it is exercised or until the
arrangements with Olympus are amended.

Other income (expense)

Gain on sale of assets was $1,858,000 for thegreded December 31, 2007. There was no gain orobaksets for the years ended
December 31, 2008 and 2006.

In May 2007, we sold to Kensey Nash our intellekpwaperty rights and tangible assets related tospine and orthopedic bioresorbable
implant product line, a part of our MacroPore Biggry business. Excluded from the sale was owarddpin Film product line. We
received $3,175,000 in cash related to the dispositThe assets comprising the spine and orthepgdduct line transferred to Kensey
Nash were as follows:

Carrying
Value Prior to

DisEosition

Inventory $ 94,00(
Other current asse 17,00(
Assets held for sal 436,00(
Goodwiill 465,00(

$ 101200

We incurred expenses of $109,000 in connection thighsale during the second quarter of 2007. Agidahe disposition agreement, we
were required to provide training to Kensey Nagiresentatives in all aspects of the manufacturiogess related to the transferred spine
and orthopedic product line, and to act in the capaf a product manufacturer from the point desirough August 2007. Because of
these additional manufacturing requirements, werded $196,000 of the gain related to the outstandianufacturing requirements, and
we recognized $1,858,000 as a gain on sale intéttensent of operations during the second quart2007. These manufacturing
requirements were completed in August 2007 as pldneind the associated costs were classified aghedeferred balance, reducing i
zero. No further costs or adjustments relatinthi® product line sale are anticipated.

The revenues and expenses related to the spinerémoghedic product line transferred to Kensey Naslthe years ended December 31,
2007 and 2006 were as follows:

For the years endec
December 31

2007 2006
Revenue! $ 792,000 $ 1,451,001
Cost of product revenut (422,000 (1,634,001
Research & developme (113,000  (1,052,00i)
Sales & marketin (21,000 (163,000

The future. No additional gains will be recognized relatectither sale.
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Financing items

The following table summarizes interest incomegri@st expense, and other income and expensexfgedins ended December 31, 2008,
2007 and 2006:

Years ended

2008 2007 2006
Interest incom: $ 230,00 $ 1,028,000 $ 708,00(
Interest expens (420,000 (155,000) (199,000
Other income (expense) (40,000 (46,000 (27,000
Total $ (230,000 $ 827,000 $ 482,00(

« Interest income decreased for the year Decembe2@®I18 as compared to the same period in 2007 daedicrease in inter
rates and cash balance available for investmentérdst income increased in 2007 as compared t6 @06 to a larger balance
funds available for investment, as a result ofH@ sale of common stock and common stock wartamdgr the shelf registrati
statement in February 2007, (ii) proceeds fromdbmmon stock private placement to Green Hospitap8t Inc. in April 2007
and (iii) proceeds from the sale of our bioresoléatpine and orthopedic surgical implant produce lto Kensey Nash in M
2007.

« Interest expense increased in 2008 as compare@Ofd due to interest incurred as well as-cash amortization of debt issua
costs and debt discount associated with a newltsam In October 2008, we entered into a secumahlAgreement with Gene
Electric Capital Corporation and Silicon Valley BafiLenders”)to borrow up to $15,000,000. An initial term loaf$7,500,00(
less fees and expenses, funded on October 14, 26@8est expense decreased in 2007 as compar2@0t due to the low
principal balances on our lo-term equipmer-financed borrowings, which were fully repaid in 80

« The changes in other income (expense) in 2008, 26672006 resulted primarily from changes in faneigrrency exchange rat

The future. Interest income earned in 2009 will be depehdarour levels of funds available for investmesiigell as general economic
conditions. We expect interest expense to increr2809 as we continue to repay the term loanroala

Equity loss from investment in Joint Venture

The following table summarizes equity loss fromdstment in joint venture for the years ended Deegrth, 2008, 2007 and 2006:

Years ended
2008 2007 2006

Equity loss from investment in joil

venture $ (45,000 $ (7,000 $ (74,000
The losses relate entirely to our 50% equity irgeie the Joint Venture, which we account for ugimg equity method of accounting.

The future. We do not expect to recognize significant logsa®s the activities of the Joint Venture in thegseeable future. Over the next!

to three years, the Joint Venture is expecteddorifabor costs related to the development of eaosd generation commercial system as well
as general and administrative expenses, offsebysity and other revenue expected to be genergtedibcurrent Celution® 800/CRS and
future generation devices. Though we have nigatibn to do so, we plan to contribute fundinghe Joint Venture to cover any costs should
the Joint Venture deplete its cash balance.
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Liquidity and Capital Resources

Shortterm and longerm liquidity

The following is a summary of our key liquidity neesies at December 31, 2008, 2007 and 2006:

Years ended

2008 2007 2006

Cash and cash equivalel $ 12,611,00 $ 11,465,00 $ 8,902,00
Shor-term investments, available for s: — — 3,976,00!
Total cash and cash equivalents and short-term

investments, available for sale $ 12,611,00 $ 11,465,00 $ 12,878,000
Current assel $ 17,225,00 $ 12,238,000 $ 13,978,00
Current liabilities 7,135,001 8,070,00! 6,586,00!
Working capital $ 10,090,00 $ 4,168,000 $ 7,392,00

In order to continue the operations of our regeie¥aell business at or near current levels, wieneied to raise additional capital in the
very near term.

During 2008, we initiated our commercializationigities while simultaneously pursuing availablediting sources to support operations
and growth. We have had, and continue to havengning need to raise additional cash from outsaleces to fund our
operations. However, our ability to raise capitas been adversely affected by current credit ¢ciomdi and the downturn in the financial
markets and the global economy. Accordingly, thlgination of these facts raises substantial daslib the Company’s ability to continue as
a going concern. The accompanying consolidatexhfial statements and financial statement schédwle been prepared assuming that the
Company will continue as a going concern. If we ansuccessful in our efforts to raise outsidetaapi the near term, we will be required to
significantly reduce our research, development,adrdinistrative operations, including reductioroaf employee base, in order to offset the
lack of available funding.

We are pursuing financing opportunities in both phgate and public debt and equity markets as agthrough strategic corporate
partnerships. We have an established historyisihgacapital through these platforms, and we areently involved in negotiations with
multiple parties. Our efforts in 2008 to raise italfhave taken longer than we initially anticipdteHowever, in August 2008, we raised
approximately $17,000,000 in gross proceeds frgmeate placement of 2,825,517 unregistered shafresmmon stock and 1,412,758
common stock warrants (with an original exercisegof $8.50 per share) to a syndicate of investarisiding Olympus Corporation, who
acquired 1,000,000 unregistered shares and 50@dfnhon stock warrants in exchange for $6,000,0G8efotal proceeds raised. In October
2008, we entered into a secured Loan agreement&etteral Electric Capital Corporation and Silicoalley Bank (“Lenders”) to borrow up to
$15,000,000. An initial term loan of $7,500,00854 fees and expenses, was funded on October@8., 20e could not access the remaining
$7,500,000 under this facility as we were not @blmeet certain financial prerequisites that haehbestablished by the Lenders.

We expect to continue to utilize our cash and eaghivalents to fund operations through at leashthe few months, subject to
minimum cash and cash liquidity requirements ofltban and Security Agreement with the Lenders, tvhézjuires that we maintain at least
three months of cash on hand to avoid an evenefafudt under the Loan and Security Agreement. Wfdinue to seek additional cash through
product revenues, strategic collaborations, angréusales of equity or debt securities. Althouggre can be no assurance given, we hope to
successfully complete one or more additional fifr@gntransactions and corporate partnerships iméae-term. Without this additional capital,
current working capital and cash generated fromssahd containment of operating costs will not geadequate funding for research, sales
and marketing efforts, clinical and preclinicahts, and product development activities at theirent levels. If such efforts are not successful,
we will need to significantly reduce or curtail aesearch and development and other operationthemdould negatively affect our ability to
achieve corporate growth goals. Specifically, wgehprepared an operating plan (plan) that catls$do reduce operations to focus almost
entirely on the supply of current products to érgor new distribution channels. This plan worddult in reductions to our current sales and
marketing headcount (total headcount was 17 atmbee 31, 2008) as well as a reduction in manufagjureadcount (total headcount of 2(
December 31, 2008). In addition, as part of thas pthere would be minimal expenditures for ongauientific research, product developn
or clinical research. This impacts research angtldpment headcount (total headcount was 57 atrbleee31, 2008), external
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subcontractor expenditures, capital outlay and gemed administrative expenditures related tostiqgervision of such activities. In parallel,
we would significantly reduce administrative stdffe general and administrative headcount was 82aeémber 31, 2008) and salaries
consistent with the overall reduction in scope pémtions. In aggregate, such reductions couldtreseliminations of roles for the majority
the Company’s current staff and the deferral aniglation of all ongoing development projects ustith time that cash resources were
available from operations or outside sources testablish development and growth plans. Managerentrrently reviewing contractual
obligations related to the pre-clinical and clinicammitments along with minimum purchase requireta¢o include deferral of such
commitments as part of this plan. While managerigeattively pursuing its near term financial at@tegic alternatives it is also, in parallel,
continuing to evaluate the timing of implementatadrthe alternative operating plan and the initiatof the identified reductions. Based on the
impact of the reductions described above conterglby the plan and a full year impact of otheratitaken by management in Q3 and Q
2008, the cash operating requirements in the mear would be reduced to a range of $1.0 to $1.Ramiper month.
From inception to December 31, 2008, we have fiadraur operations primarily by:

« Issuing stock in pre-IPO transactions, a 2000ahfublic offering in Germany, and stock option reises,

« Generating revenue

« Selling the bioresorbable implant CMF product lin&september 2002,

« Selling the bioresorbable implant Thin Film prodlice (except for the territory of Japan), in May02,

« Licensing distribution rights to Thin Film in Japdn exchange for an upfront license fee in Julp£2@nd an initial developme
milestone payment in October 20(

« Obtaining a modest amount of capital equipmentmm financing,

« Selling 1,100,000 shares of common stock to Olymmger an agreement which closed in May 2!

« Receiving upfront and milestone fees from our J¥iemture with Olympus, which was entered into invimber 2005,
« Receiving funds in exchange for granting Olympuxsciusive right to negotiate in February 20

« Receiving $16,219,000 in net proceeds from a comstack sale under the shelf registration statermeAtigust 2006,

» Receiving $19,901,000 in net proceeds from the shlommon stock plus common stock warrants unldershelf registratic
statement in February 20C

« Receiving $6,000,000 in net proceeds from a priptseement to Green Hospital Supply, Inc. in ABAD7, anc

« Receiving gross proceeds of $3,175,000 from the shbur bioresorbable spine and orthopedic surgicplant product line t
Kensey Nash in May 200

« Receiving $12,000,000 in net proceeds from a peipdicement to Green Hospital Supply, Inc. durirgg half 2008.

« Receiving $17,000,000 in gross proceeds in AugQ88Zrom a private placement of 2,825,517 unremgsteshares of comm
stock and 1,412,758 common stock warrants (withodginal exercise price of $8.50 per share) to admate of investo
including Olympus Corporation, who acquired 1,000,@inregistered shares and 500,000 common stoclantarin exchange f
$6,000,000 of the total proceeds rais

» Obtaining a term loan of $7,500,000 from GeneracElc Capital Corporation and Silicon Valley Bafilenders) in Octob
2008.
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In January 2006, we also received an additiona)GRI2,000 upon our receipt of a CE mark for the @@h® 600 and received an
additional $1,500,000 in the first half of 2006eixchange for the grant to Olympus of an exclusigktito negotiate a commercialization
collaboration for the use of adipose stem and reiggive cells for a specific therapeutic area olatsif cardiovascular disease.

In August 2006, we sold 2,918,000 shares of ourmmomstock at $5.75 per share for an aggregatepbajpnately
$16,800,000. Olympus purchased $11,000,000 oéthkleares and the remaining balance was purchaseettiayn institutional investors. We
received proceeds of $16,219,000, net of relatBating costs and fees.

In February 2007, we sold units consisting of 3,000 shares of common stock and 1,873,000 comnoak starrants (with an exercise
price of $6.25 per share) to institutional and edied investors. We received proceeds of appratdin $19,901,000, net of related offering
costs and fees.

We received net proceeds of $6,000,000 from theeafal, 000,000 shares of common stock to Green itbdSGupply, Inc. in a private
placement in April 2007.

In May 2007, we successfully divested substantialllypf our spine and orthopedic product line t;mKey Nash for gross proceeds of
$3,175,000.

On February 8, 2008, we agreed to sell 2,000,086eshof unregistered common stock to Green Hospitpply, Inc., a related party, for
$12,000,000 cash, or $6.00 per share in a privatk placement. On February 29, 2008, we closeditst half of the private placement with
Green Hospital Supply, Inc. and received $6,000,08@ closed the second half of the private placgrae April 30, 2008 and received the
second payment of $6,000,000. As of December 318,2Breen Hospital Supply, Inc. holds approximaféy?2% of our issued and outstanc
shares.

On August 11, 2008, we raised approximately $17,@0®in gross proceeds from a private placemeBt8#5,517 unregistered shares of
common stock and 1,412,758 common stock warrarith @ém original exercise price of $8.50 per sh#weg syndicate of investors including
Olympus Corporation, who acquired 1,000,000 unteggsl shares and 500,000 common stock warrantsiraage for $6,000,000 of the total
proceeds raised.

On October 14, 2008, General Electric Capital Caafion and Silicon Valley Bank (together, the “Lensl’) funded a term loan in the
amount of $7,500,000 less fees and expenses. nirection with the loan facility, on October 14, 80ve issued to each Lender a warrant to
purchase up to 89,074 shares of our common stoak ekercise price of $4.21 per share. These ntareae immediately exercisable and will
expire on October 14, 2018.

Our cash requirements for 2009 and beyond will ddpm numerous factors, including our successgitueturing of our operating plan
and business strategies as described above. dndprevious operating plan, we would have expetiddcur research and development
expenses at high levels in our regenerative catf@im for an extended period of time. Under tha/mplan, we will seek to reduce these
expenditures as much as possible.

The following summarizes our contractual obligai@md other commitments at December 31, 2008, tendftect such obligations could
have on our liquidity and cash flow in future pelsqsee additional discussion regarding Liquidittha beginning of Item 7, Management’s
Discussion and Analysis of Financial Condition &ebults of Operations):

Payments due by perioc

Less than 1 More than

Contractual Obligations Total year 1-3years 3-5years 5 years

Long-term obligation: $ 7,914,000 $ 2,047,000 $ 5,847,000 $ 20,00( $ —
Interest commitment on lo-term obligations 1,376,001 741,00( 628,00( 7,00( —
Operating lease obligatiol 2,746,00! 1,754,00! 899,00( 85,00( 8,00(
Minimum purchase requiremer 2,125,001 850,00( 1,275,001 — —
Pre-clinical research study obligatio 563,00( 563,00( — — —
Clinical research study obligations 5,839,00! 4,000,001 1,839,00! — —
Total $ 20,563,00 $ 9,955,000 $ 10,488,00 $ 112,000 $ 8,00(
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Net cash (used in) provided by operating, inveséind financing activities for the years ended Dduen31, 2008, 2007 and 2006, is
summarized as follows:

Years Ended

2008 2007 2006
Net cash used in operating activit $ (33,389,00) $ (29,995,00) $ (16,483,00)
Net cash provided by (used in) investing actigi (393,000 5,982,00! 591,00
Net cash provided by financing activiti 34,928,00 26,576,00 16,787,00

Operating activities

Net cash used in operating activities for all pasipresented resulted primarily from expendituedsted to our regenerative cell research
and development efforts.

Research and development efforts, other operatamtaldities, and a comparatively small amount afdurct sales generated a $30,036,000
net loss for the year ended December 31, 2008.c@sle impact of this loss was $33,389,000, aftprstidg for the $774,000 of deferred
revenue, related party, recognized in 2008, forciiziash was received in earlier years, $1,533,00@mreciation and amortization, a
$1,060,000 change in the value of our put opti@?2%7,000 non-cash stock based compensation exmrs&178,000 of non-cash
amortization of deferred financing costs and déftalint along with other changes in working capiizé to timing of product shipments
(accounts receivable) and payment of liabilities.

Research and development efforts, other operatamtaldities, and a comparatively small amount afdurct sales generated a $28,672,000
net loss for the year ended December 31, 2007.c@ble impact of this loss was $29,995,000, aftprstidg for the $5,158,000 of deferred
revenue, related party, recognized in 2007, forciiziash was received in earlier years, $1,858,00@in on sale of assets, $1,616,000 of
depreciation and $2,310,000 non-cash stock bagegemsation expense, along with other changes ikimgcapital due to timing of product
shipments (accounts receivable) and payment dfitiab.

Research and development efforts, other operatamtaldities, and a comparatively small amount afdurct sales generated a $25,447,000
net loss for the year ended December 31, 2006.c@sle impact of this loss was $16,483,000, aftprstidg for the $11,000,000 cash we
received in 2006 from the Joint Venture upon olitgthe CE Mark in the first quarter of 2006, tHg3D0,000 received from Olympus
mentioned above, $2,120,000 of non-cash depregiatid amortization, $3,220,000 non-cash stock besegbensation expense, and
$4,431,000 noreash change in the fair value of option liabilitiekong with other changes in working capital duérning of product shipmer
and payment of liabilities.

Investing activities

Net cash used by investing activities for the yaated December 31, 2008 resulted primarily frontipases of property and equipment.

Net cash provided by investing activities for tleayended December 31, 2007 resulted primarily fnetmproceeds from the purchase and
sale of short-term investments and proceeds frensalte of assets, offset in part by purchasesapfgsty and equipment.

Net cash provided by investing activities for tleayended December 31, 2006 resulted primarily fnetmproceeds from the purchase and
sale of short-term investments, offset in part kyenditures for leasehold improvements.

Capital spending is essential to our product intiomanitiatives and to maintain our operationgbahilities. For the years ended
December 31, 2008, 2007 and 2006, we used casir¢thgse $393,000, $563,000 and $3,138,000, respbgtof property and equipment to
support manufacturing of our bioresorbable implamtd for the research and development of the regdwe cell technology platform. The
increase in 2006 capital spending was caused phntsrexpenditures for leasehold improvements madaur new facilities.

Financing Activities

The net cash provided by financing activities fog year ended December 31, 2008 related mainhetprivate issuance of 2,000,000
shares of unregistered common stock to Green Hospitpply, Inc. for $12,000,000 and the private
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placement offering of 2,825,517 unregistered shafesmmon stock and 1,412,758 common stock wasr@vith an original exercise price of
$8.50 per share) to a syndicate of investors fpr@pmately $17,000,000 in gross proceeds, of widympus Corporation acquired 1,000,(
unregistered shares and 500,000 common stock visiiraaxchange for $6,000,000 of the total procead®ed. Additionally, in October 20C
we obtained a term loan in the amount of $7,500,333 fees and expenses, from General Electrida&morporation and Silicon Valley Ba
(together, the “Lenders”).

The net cash provided by financing activities fur year ended December 31, 2007 related mainhetissuance of common stock and
common stock warrants under the shelf registragtatement in exchange for net proceeds of $19,00138 well as a common stock private
placement made with Green Hospital Supply, Incnfetrproceeds of $6,000,000. Net cash proceedsde by financing activities also
included proceeds from the exercise of employegkstptions, offset to some extent by principal payts on long-term obligations.

The net cash provided by financing activities fog year ended December 31, 2006 related mainhetissuance of 2,918,255 shares of
our common stock in exchange for $16,219,000, hieglated expenses. Net cash provided by finanaaiyities also included proceeds from
the exercise of employee stock options, offsetfiycipal payments on long-term obligations.

Critical Accounting Policies and Significant Estimdes

The preparation of financial statements in conftymiith accounting principles generally acceptethi@ United States requires us to make
estimates and assumptions that affect the repartexiints of our assets, liabilities, revenues apeeses, and that affect our recognition and
disclosure of contingent assets and liabilities.

While our estimates are based on assumptions wadmrreasonable at the time they were made, dualaesults may differ from our
estimates, perhaps significantly. If results diffeaterially from our estimates, we will make adfosnts to our financial statements
prospectively as we become aware of the necessityf adjustment.

We believe it is important for you to understand st critical accounting policies. These are malicies that require us to make our
most significant judgments and, as a result, chale the greatest impact on our future financisuiits.

Revenue Recognitio
We derive our revenue from a number of differentrees, including but not limited to:
« Fees for achieving certain defined milestones unegarch and/or development arrangements.
« Product sales, ar
« Payments under license or distribution agreements.

A number of our revenue generating arrangementsetatively simple in nature, meaning that therktile judgment necessary with reg.
to the timing of when we recognize revenues or Baeh revenues are presented in the financial séatism

However, we have also entered into more compleangements, including but not limited to our consagith Olympus, Senko, and the
NIH. Moreover, some of our n-recurring transactions, such as our dispositiothefmajority of our Thin Film business to MAST ntain
elements that relate to our revenue producing itiev

As a result, some of our most critical accountimggjments relate to the identification, timing, gmdsentation of revenue related activit
These critical judgments are as follows:

Multiple-element arrangements

Some of our revenue generating arrangements cerdaimmber of distinct revenue streams, known lesrfents.” For example, our
Distribution Agreement with Senko contains directralirect future revenue streams related to:

« A distribution license fee (which was paid at theset of the arrangement),

« Milestone payments for achieving commercializatiéthe Thin Film product line in Japa
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« Training for representatives of Senl
« Sales of Thin Film products to Senko, and
« Royalty payments on future product sales made Imk&t its end customer

Emerging Issues Task Force Issue 00-21, “Reventengements with Multiple Deliverables” (“EITF 00-31governs whether each of |
above elements in the arrangement should be aaémt individually, or whether the entire contrahbuld be treated as a single unit of
accounting.

EITF 00-21 indicates that individual elements maysbparately accounted for only when:

« The delivered element has stand alone value touk®mer,
« There is objective evidence of the fair value & thmaining undelivered elements, :

« If the arrangement contains a general right ofrretelated to any products delivered, deliveryhef temaining goods and servi
is probable and within the complete control of skder.

In the case of the Senko Distribution Agreementgdetrmined that (a) the milestones payments foieaing commercialization and (b)
the future sale of Thin Film products to Senko wiseparable” elements. That is, each of theseaisnupon delivery, will have stand alone
value to Senko and there will be objective evideofcine fair value of any remaining undeliverednedmts at that time. The arrangement does
not contain any general right of return, and ss fiuint is not relevant to our analysis.

On the other hand, we concluded that (a) the upft@tribution license fee, (b) the revenues froaining for representatives of Senko,
(c) the payments in the form of royalties on futpreduct sales are not separable elements undér @321.

In arriving at our conclusions, we had to considbether our customer, Senko, would receive stamoeavalue from each delivered
element. We also, in some cases, had to suppofaithvalue of certain undelivered elements. HBmae had to make assumptions about how
the non-separable elements of the arrangementamed particularly the estimated period over wiBeimko will benefit from the arrangement
(refer to the “Recognition” discussion below forther background).

We also agreed to perform elements under the Nogeht2005 agreements we signed with Olympus, diety

« Granting the Joint Venture (which Olympus is comsédl to control) an exclusive and perpetual manufeg license to ot
device technology, including the Celut® System platform and certain related intellectuapgrty; anc

« Completing certain p-clinical and clinical studies, assisting with protidevelopment and seeking regulatory approvala
clearances toward commercialization of the Cel® System platform

We concluded that the license and development@Esynust be accounted for as a single unit of adowu In reaching this conclusion,
we determined that the license would not have stdorie value to the Joint Venture. This is becdlgeri is the only party that could be
reasonably expected to perform certain developmemtributions and obligations, including producvelepment assistance, certain agreed
regulatory filings and generally associated preicél and clinical studies necessary for the Jderiture to derive value from the license.
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Recognition

Besides determining whether to account separabelgdmponents of a multiplelement arrangement, we also use judgment in detigng
the appropriate accounting period in which to retiog revenues that we believe (a) have been eama¢b) are realizable. The following
describes some of the recognition issues we haveidered during the reporting period.

« Product Revenue

0 We recognize revenue from product sales when thewimg fundamental criteria are met: (i) persuasievidence of ¢
arrangement exists, (ii) delivery has occurred), fiie price to the customer is fixed or determleadnd (iv) collection of tt
resulting accounts receivable is reasonably ass

For all sales, we use a binding purchase ordersigreed agreement as evidence of arrangement. nRever these product
sales will be recognized upon delivery to the comtq as all risks and rewards of ownership hava kebstantively

transferred to the customer at that point. Foutmh ® 800/CRS System sales to customers who arrangefomanage the
shipping process, we recognize revenue upon shipfreen our facilities. Shipping and handling costat are billed to our
customers are classified as revenue, in accordaiticdamerging Issues Task Force (EITF) Issue Ne100“Accounting for
Shipping and Handling Fees and Costs” (“EITF 00}1Melivery occurs when goods are shipped anel ¢itlrisk of loss
transfer to the customer, in accordance with thadespecified in the arrangement with the custonidére customer’s
obligation to pay and the payment terms are skeatime of delivery and are not dependent on thsequent use or resale
our product.

For those sales that include multiple deliverablesallocate revenue based on the relative fairesbf the individual
components as determined in accordance with EITEI00When more than one element such as produotenance or
technical support services are included in an gearent, we allocate revenue between the elemesésilmn each element’s
relative fair value, provided that each elementtséee criteria for treatment as a separate uracobunting. An item is
considered a separate unit of accounting if it\edse to the customer on a standalone basis anel ihebjective and reliable
evidence of the fair value of the undelivered iterRair value is generally determined based uperptite charged when the
element is sold separately. In the absence of/édire for a delivered element, we allocate revdirgeto the fair value of th
undelivered elements and allocate the residuahteyéo the delivered elements. Deferred servicemae is recognized
ratably over the period the services are providedhe absence of fair value for an undeliveredirednt, the arrangement is
accounted for as a single unit of accounting, texyin a deferral of revenue recognition for detied elements until all
undelivered elements have been fulfilled.

An allowance for doubtful accounts is maintaineddstimated losses resulting from the inabilityoaf customers to make
required payments. This reserve is determinecdhljyaing specific customer accounts and applyisgohical loss rates to
the aging of remaining accounts receivable balantfete financial condition of our customer weoedeteriorate, resulting
tehir inability to pay their accounts when due,itiddal reserves might be required.

Before the disposal of substantially all of ourrbgnrbable spine and orthopedic product line in g7, we sold our (non-
Thin Film) MacroPore Biosurgery products to Medfomnnc., a related party. We recognized revenuproduct sales to
Medtronic upon shipment of ordered products to Mwdt, as title and risk of loss were transferrethat point. In May
2007, we sold to Kensey Nash our intellectual priypeghts and tangible assets related to our kiantgable spine and
orthopedic product line.

« Upfront License Fees/Mileston

0 As part of the Senko Distribution Agreement, weereed an upfront license fee upon execution ofatieangement, which,
noted previously, was not separable under EITRDO-Accordingly, the license has been combinedh whe developme
(milestones) element to form a single accountinig uthis single element of $3,000,000 in feesudes $1,500,000 which
potentially refundable. We have recognized, artlasihtinue to recognize, the naontingent fees allocated to this combi
element as revenues as we complete each of thererice obligations associated with the milesta@msponent of th
combined deliverable. Note that the timing of whenhave recognized revenues to date doe
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correspond with the cash we received upon achiew@rtpin milestones. For example, the first sudlestone payment fi
$1,250,000 became payable to us when we filed anmgialization application with the Japanese reiguy
authorities. However, we determined that the paymeceived was not commensurate with the levegftdrt expendet
particularly when compared with other steps we dweli are necessary to commercialize the Thin Filodyet line it
Japan. Accordingly, we did not recognize the en$it,250,000 received as revenues, but insteaoutl$371,000 of th
amount is classified as deferred revenues. Apprately $371,000 ($10,000 in 2007, $152,000 in 2834,000 in 2005 ai
$158,000 in 2004) has been recognized to date\adafenent revenues based on our estimates of tkeédé effort expende
for completed milestones as compared with the letad| of effort we expect to incur under the agament to successfu
achieve regulatory approval of the Thin Film prodiiree in Japan. These estimates were subjeatdgnment and there m
be changes to these estimates as we continue to regelatory approval. In fact there can be nouaswe th:
commercialization in Japan will ever be achievesiwe have yet to receive approval from the MHLW tloe Thin Filn
product.

0 We also received upfront fees as part of the Olysrgruangements (although, unlike in the Senko ageee these fees we
non+efundable). Specifically, in exchange for an opfrfee, we granted the Joint Venture an exclugeepetual license
certain of our intellectual property and agreedptrform additional development activities. Thisfropt fee has bet
recorded in the liability account entitled defermedenues, related party, on our consolidated loalameet. Similar to t
Senko agreement, we expect to recognize revenoestfre combined license/development accountingaswe perform ol
obligations under the agreements, as this representr final obligation underlying the combined aaggcting
unit. Specifically, we have recognized revenuesmfrthe license/development accounting unit usingpeoportiona
performance” methodology, resulting in the rdeognition of amounts recorded in the deferrecemees, related par
account as we complete various milestones underltyia development services. Proportional perfoceanethodology wi
elected due to the nature of our development ofidigs and efforts in support of the Joint Ventut®/(), including produc
development activities, and regulatory efforts tport the commercialization of the JV productse ®pplication of th
methodology uses the achievement of R&D milest@asesutputs of value to the JV. We received uptfronnrefundabl
payments in connection with these development atibgs, which we have broken down into specific R&llestones thi
are definable and substantive in nature, and wiitttresult in value to the JV when achieved. Rawe will be recognized
the above mentioned R&D milestones are compleWd. established the R&D milestones based upon oueldemen
obligations to the JV and the specific R&D suppactivities to be performed to achieve these ohlbigat Our R&L
milestones consist of the following primary perf@amae categories: product development, regulatopycvals, and genera
associated prelinical and clinical trials. Within each categare milestones that take substantive effort tngete and a
critical pieces of the overall progress towards plation of the next generation product, which we abligated to suppc
within the agreements entered into with Olympus. determine whether substantive effort was requimedichieve th
milestones, we considered the external costs, medjypersonnel and relevant skill levels, the amafntime required t
complete each milestone, and the interdependeatioleships between the milestones, in that the flisressociated with t
completion of one milestone generally support aodtribute to the achievement of the next. Deteatiim of the relativ
values assigned to each milestone involved sulistgntigment. The assignment process was basedisouissions wit
persons responsible for the development processhanetlative costs of completing each milestowvw&e considered the co
of completing the milestones in allocating the mortof the “deferred revenues, related paréccount balance to e
milestone. Management believes that, while theéscmgurred in achieving the various milestonessargject to estimatio
due to the high correlation of such costs to owtahieved, the use of external contract reseagdnization (“CRO”)cost:
and internal labor costs as the basis for the atilon process provides management the ability turately and reasonal
estimate such costs. The accounting policy desdrdbove could result in revenues being recordeahiearlier accountit
period than had other judgments or assumptions ireele by us

« Government Grants

0 We are at times eligible to receive grants from Miél related to various research activities. Remenderived frol
reimbursement of direct out-glacket expenses for research costs associatedjsaitiis are recorded in compliance with E
Issue No. 99-19, “Reporting Revenue Gross as aiPahVersus Net as an Agent”, and EITF Issue Nb18, “Income
Statement Characterization of Reimbursements Redefior “Out-of-Pocket” Expenses Incurredln accordance with tl
criteria established by these EITF Isst
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the Company records grant revenue for the grossuamof the reimbursement. The costs associateth wies
reimbursements are reflected as a component ofangseand development expense in the consolidatansents ¢
operations. Additionally, research arrangementshaee with NIH, as well commercial enterprises sashOlympus ar
Senko, are considered a key component of our dertthongoing operations. Moreover, the governnobitains rights und
the arrangement, in the same manner (but perhap® rthe same extent) as a commercial customersitralarly contract
with us to perform research activities. For ins@nthe government and any authorized third partiag use our federa
funded research and/or inventions without payménmbyalties to us. Accordingly, the inflows fronuch arrangements ¢
presented as revenues in the consolidated statemieoperations

Our policy was to recognize revenues under the §iiht arrangement as the lesser of (i) qualifyiogts incurred (and not
previously recognized), plus our allowable gramisféor which we are entitled to funding or (ii) theount determined by
comparing the outputs generated to date versustialeoutputs expected to be achieved under thearel arrangement.

Goodwill Impairment Testing

In late 2002, we purchased StemSource, Inc. arajréred over $4,600,000 in goodwill associated withacquisition, of which
$3,922,000 remains on our balance sheet as of Omre®d, 2008. As required by Statement of Findaaounting Standard No. 142,
“Goodwill and Other Intangible Assets” (“SFAS 142ie must test this goodwill at least annuallyifopairment as well as when an event
occurs or circumstances change such that it ioneddy possible that impairment may exist. Moreothds testing must be performed at a
level of the organization known as the reporting.uA reporting unit is at least the same levehampany’s operating segments, and
sometimes even one level lower. Our two reportinigs are the same as our two operating segments.

Specifically, the process for testing goodwill forpairment under SFAS 142 involves the followingpst:

« Company assets and liabilities, including goodvale allocated to each reporting unit for purpaosfesompleting the goodw
impairment test

« The carrying value of each reporting u—that is, the sum of all of the net assets alloc&tetie reporting un— is then compare
to its fair value

« If the fair value of the reporting unit is lowerathits carrying amount, goodwill may be impai— additional testing is require

The application of the goodwill impairment testahxes a substantial amount of judgment. For i#aBFAS 142 requires that assets and
liabilities be assigned to a reporting unit if boththe following criteria are met:

» The asset will be employed in or the liability tekto the operations of a reporting unit.
« The asset or liability will be considered in deterimg the fair value of the reporting ur

We developed mechanisms to assigh company-widésdéseshared property and equipment, as welbaspanywide obligations such
borrowings under our GE loan facility, to our tweporting units. In some cases, certain assetsneggrallocable to either reporting unit and
were left unassigned.

In 2007, all goodwill that previously had been gasid to our MacroPore Biosurgery reporting unit @esecognized as a result of our sale
of our spine and orthopedic product line to Kenagh. Accordingly, there was no need to testabimponent of our business for goodwill
impairment in 2008 and 2007.

Also, in 2008, we completed our goodwill impairmésdting for our regenerative cell technology répgrunit using an income-based
approach incorporating discounted projections tifreded future cash flows as well as a market-bapgioach. We concluded that the fair
value of this unit exceeded its carrying value, #rad none of our reported goodwill was impaired.

Again, the manner in which we assigned assetslitiab, and goodwill to our reporting units, aslies how we determined the fair value

of such reporting units, involves significant urte@rties and estimates. The judgments employedhraayg an effect on whether a goodwill
impairment loss is recognized.
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Variable Interest Entity (Olympus-Cytori Joint Veunte)

FASB Interpretation No. 46 (revised 2003), “Condation of Variable Interest Entities - An Interadn of ARB No. 51" (“FIN 46R”)
requires a variable interest entity (“VIE") to bensolidated by its primary beneficiary. Evaluatimgether an entity is a VIE and determining
its primary beneficiary involves significant judgmie

We concluded that the Olympus-Cytori Joint Ventwes a VIE based on the following factors:

« Under FIN 46R, an entity is a VIE if it has insgfént equity to finance its activities. We recaggd that the initial ca:
contributed to the Joint Venture formed by Olympuas Cytori ($30,000,000) would be completely uéitizby the first quarter
2006. Moreover, it was highly unlikely that theintoVenture would be able to obtain the necessergnting from third par
lenders without additional subordinated financiaport —such as personal guarantees by one or both ofcdim¢ Jenturt
stockholders. Accordingly, the joint venture widlquire additional financial support from OlympusdaCytori to finance i
ongoing operations, indicating that the Joint Veatis a VIE. In fact, we contributed $300,000 &1%0,000 in the fourth quar
of 2007 and first quarter of 2006, respectivelyfuied the Joint Ventu’s ongoing operation

« Moreover, Olympus has a contingent put option thauld, in specified circumstances, require Cytoripurchase Olympus’
interests in the Joint Venture for a fixed amouin$22,000,000. Accordingly, Olympus is protectadsome circumstances fri
absorbing all expected losses in the Joint Ventuheder FIN 46R, this means that Olympus may narbéat-risk” equity holdel
although Olympus clearly has decision rights oherdperations of the Joint Ventu

Because the Joint Venture is undercapitalized bemduse one of the Joint Venture’s decision makessbe protected from losses, we
have determined that the Joint Venture is a VIEeudN 46R.

As noted previously, a VIE is consolidated by itsrary beneficiary. The primary beneficiary is idefd in FIN 46R as the entity that
would absorb the majority of the VIE's expectedsies or be entitled to receive the majority of thE'Y residual returns (or both).

Significant judgment was involved in determining tbrimary beneficiary of the Joint Venture. Un8é&X 46R, we believe that Olympus
and Cytori are “de facto agents” and, togetherd, alikorb more than 50% of the Joint Venture's etgrkbtosses and residual
returns. Ultimately, we concluded that Olympus] ant Cytori, was the party most closely relatethwhe joint venture and, hence, its prim
beneficiary. Our conclusion was based on the fahlg factors:

« The business operations of the Joint Venture velhiost closely aligned to those of Olympus (ilee, anufacture of devices).
« Olympus controls the Board of Directors, as welttesday-to-day operations of the Joint Venture.

The application of FIN 46R involves substantialgotent. Had we consolidated the Joint Venture,ghpthere would be no effect on our
net loss or shareholders’ equity at December 30820 for the year then ended. However, certalart@ sheet and income statement captions
would have been presented in a different manner.ifnstance, we would not have presented a sifmggetem entitled investment in joint
venture in our balance sheet but, instead, woue pgrformed a line by line consolidation of eatthe Joint Venture’s accounts into our
financial statements.

Net Operating Loss and Tax Credit Carryforwards

We have established a valuation allowance agaurstet deferred tax assets due to the uncertaimtgending the realization of such
assets. We periodically evaluate the recoveralbfithe deferred tax assets. At such time asdetermined that it is more likely than not that
deferred assets are realizable, the valuation aloe will be reduced. We have recorded a valuaiowance of $61,965,000 as of December
31, 2008 to reflect the estimated amount of defeta& assets that may not be realized. We increasedaluation allowance by approximately
$11,529,000 during the year ended December 31,. Z0G8valuation allowance includes approximately%B00 related to stock option
deductions, the benefit of which, if realized, veiltentually be credited to equity and not to income

At December 31, 2008, we had federal and stattotasxcarryforwards of approximately $117,177,000 $88,679,000 respectively. The

federal and state net operating loss carryforwhedgn to expire in 2019 and 2011 respectivelynifised. At December 31, 2008, we had
federal and state tax credit carryforwards of apipnately $3,364,000 and $3,043,000
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respectively. The federal credits will begin tggg in 2017, if unused, and $160,000 of the stegeits will begin to expire in 2009 if
unused. The remaining state credits carry fonirddfinitely. In addition, we had a foreign taxstocarryforward of $4,142,000 and $93,0C
Japan and Italy, respectively.

The Internal Revenue Code limits the future avditgitof net operating loss and tax credit carryfiards that arose prior to certain
cumulative changes in a corporation’s ownershipltiesy in a change of control of Cytori. Due tog@rownership changes as defined in IRC
Section 382, a portion of our net operating logbtan credit carryforwards are limited in their aahutilization. In September 1999, we
experienced an ownership change for purposes dR@GeSection 382 limitation. As of December 31080these pre-change net operating
losses and credits are fully available.

Additionally, in 2002 when we purchased StemSouneeacquired federal and state net operating lasyforwards of approximately
$2,700,000 and $2,700,000 respectively. This etrgggered an ownership change for purposes of $8€tion 382. It is estimated that the pre-
change net operating losses and credits will Hg &vailable by 2008.

We have completed an update to our IRC Sectiors888/ analysis through April 17, 2007. We havehlrad any additional ownership
changes based on this study.

Recent Accounting Pronouncements

In July 2006, FASB issued Interpretation No. 48¢éunting for Uncertainty in Income Taxes—An Intertation of FASB Statement
No. 109 “FIN 48"). FIN 48 clarifies the accounting for uertainty in income taxes recognized in an entitiyiancial statements in accordance
with FASB Statement No. 109, Accounting for Incolifexes, and prescribes a recognition threshold asmkarement attributes for financial
statement disclosure of tax positions taken or etgaeto be taken on a tax return. Under FIN 48jrtipact of an uncertain income tax position
on the income tax return must be recognized afatiyest amount that is more-likely-than-not to bstained upon audit by the relevant taxing
authority. An uncertain income tax position wititrtbe recognized if it has less than a 50% likedthof being sustained. Additionally, FIN 48
provides guidance on derecognition, classificatiotgrest and penalties, accounting in interimquisj disclosure and transition.

On January 1, 2008, we adopted certain provisi6i®=AS No. 157, “Fair Value Measurements” (“SFAS)5 SFAS 157 provides a
single definition of fair value and a common franoekv/for measuring fair value as well as new disategequirements for fair value
measurements used in financial statements. SFA&plies to reported balances that are requirgeionitted to be measured at fair value
under existing pronouncements; accordingly, thedsted does not require any new fair value measurtmd reported balances.

In February 2008, the FASB issued Staff Positiofi¢&iive Date of FASB Statement No. 157" (FSP N&7-R), which delayed the
adoption date until January 1, 2009 for non-finahagsets and liabilities that are measured atéire on a non-recurring basis, such as
goodwill and identifiable intangible assets. Wendd expect the adoption of the SFAS 157 for noatirial assets and liabilities to have a
material impact on our consolidated financial gosibr results of operations.

On January 1, 2008, we also adopted SFAS No. I8% Fair Value Option for Financial Assets and Riial Liabilities” (“SFAS 159”),
which permits companies to choose to measure niaagdial instruments and certain other items atfalue. However, we have not elected
to measure any additional financial instrumentstber items at fair value under the provisionshis standard.

In March 2007, the FASB ratified the consensushieddy the Emerging Issues Task Force (EITF) ameld$o. 07-3, “Accounting for
Nonrefundable Advance Payments for Goods or Ses\Reeived for Use in Future Research and DevelopAwtivities” (“EITF 07-
3"). EITF 07-3 states that nonrefundable advaraenents for future research and development aetvithould be deferred and
capitalized. Such amounts should be recognizeth @&xpense as the goods are delivered or thedelateices are performed. The guidance is
effective for all periods beginning after Decemib&r 2007, which we adopted effective January 1820The adoption of EITF 07-3 did not
have a significant effect on our consolidated ftiahstatements.

In December 2007, the FASB issued SFAS No. 160ntdatrolling Interests in Consolidated Financiat8ients - an Amendment of
ARB No. 51" ("SFAS 160"). SFAS 160 establishes ramgounting and reporting standards for the nomobimg interest in a subsidiary and
for the deconsolidation of a subsidiary. SFAS 166ffective for annual periods beginning on orraitecember 15, 2008. We do not believe
that the adoption of SFAS 160 will have a significaffect on our consolidated financial statements.
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In December 2007, the FASB issued SFAS No. 141geeh2007), “Business Combinations” ("SFAS 141RSEAS 141R retains the
fundamental requirements of Statement No. 141 ¢owt for all business combinations using the aitioh method (formerly the purchase
method) and for an acquiring entity to be idendifie all business combinations. However, the nendard requires the acquiring entity in a
business combination to recognize all the assepsidl and liabilities assumed in the transactéstablishes the acquisition-date fair value as
the measurement objective for all assets acquimddiabilities assumed; and requires the acquaalisclose the information they need to
evaluate and understand the nature and finandedtedf the business combination. SFAS 141R isatiffe for acquisitions made on or after
the first day of annual periods beginning on oemRecember 15, 2008. We do not believe that dopton of SFAS 141R will have a
significant effect on our consolidated financialtements.

In December 2007, the FASB ratified the consengashed by the Emerging Issues Task Force on EBUeI87-1, “Accounting for
Collaborative Arrangements” (“EITF 07-1"). EITF {7requires collaborators to present the resultctfities for which they act as the
principal on a gross basis and report any paynrectsived from (made to) other collaborators basedtber applicable GAAP or, in the
absence of other applicable GAAP, based on andtbguthoritative accounting literature or a readbmarational, and consistently applied
accounting policy election. The guidance is effecfor fiscal years beginning after December & We are currently in the process
evaluating whether the adoption of EITF 07-1 wdlk a significant effect on our consolidated finahstatements.

In June 2008, the FASB ratified the consensus difr E$sue No. 07-5, “Determining Whether an Instratrer Embedded Feature) Is
Indexed to an Entity’s Own Stock{(“"EITF 07-5"). EITF 07-5 provides aframework for evaluating the terms of a particutetrument to
determine whether such instrument is consideregtigative financial instrument. EITF 07-5 is effiee for financial statements issued for
fiscal years beginning after December 15, 2008raust be applied by recording a cumulative effeqistchent to the opening balance of
retained earnings (or other appropriate comporafraguity) as of the date of adoption. We antiapée adoption of EITF 07-5 will result is
the recognition of a liability for the warrantsugsl in August 2008 as part of our private placemséobmmon stock of approximately $2.9
million and a corresponding increase in stockhadeeficit as of January 1, 2009. Future changeherfair value of the warrant liability will
be recognized as a component of earnings (loss).

In October 2008, the FASB issued Staff Positiontdbmining the Fair Value of a Financial Asset Wiies Market for That Asset Is Not
Active” (FSP No. 157-3). FSP No. 157-3 clarifiee tapplication of SFAS 157 in a market that isasiive and provides an example to
illustrate key considerations in determining thie ¥alue of a financial asset when market for fireincial asset is not active. This guidance is
effective upon issuance, including prior periodsvitnich financial statements have not been issddt adoption of FSP No. 157-3 did not
have a significant effect on our consolidated feiahstatements.

In April 2008, the FASB issued FASB Staff PositidRSP”) FAS 142-3, “Determination of the Useful &ibf Intangible Assets This
FSP amends the factors that should be considemelvigloping renewal or extension assumptions useeétermine the useful life of a
recognized intangible asset under FASB StatemenfLA® Goodwill and Other Intangible Assef&he intent of this FSP is to improve the
consistency between the useful life of a recognim&hgible asset under Statement 142 and thegefiexpected cash flows used to measure
the fair value of the asset under FASB StatementlMtR, and other U.S. generally accepted accayptiimciples. This FSP is effective for
our interim and annual financial statements begig@ifter November 15, 2008. We do not expect tloptiah of this FSP will have a material
impact on the our financial statements.

Iltem 7A . Quantitative and Qualitative DisclosuresAbout Market Risk
We are exposed to market risk related to fluctuastio interest rates and in foreign currency exgbeanates.
Interest Rate Exposure

We are not subject to market risk due to fluctuadio interest rates on our long-term obligationsheey bear a fixed rate of interest. Our
exposure relates primarily to short-term investragimcluding funds classified as cash equivalefrigestment securities are subject to market
rate risk as their fair value will fall if markeatterest rates increase. If market interest ratye W increase immediately and uniformly by 100
basis points from the levels prevailing at Decen83er2008, for example, and assuming average imergtduration of seven months, the fair
value of the portfolio would not decline by a m@&kamount. We do not use derivative financiatrimsients to mitigate the risk inherent in
these securities. However, we do attempt to reduch risks by generally limiting the maturity dafesuch securities, diversifying our
investments and limiting the amount of credit expeswvith any one issuer. While we do not alwaysetthe intent, we do
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currently have the ability to hold these investrsanttil maturity and, therefore, believe that rethres in the value of such securities
attributable to short-term fluctuations in interegtes would not materially affect our financiakfimn, results of operations or cash
flows. Changes in interest rates would, of couasiect the interest income we earn on our casanuals after re-investment.

Foreign Currency Exchange Rate Exposure

Our exposure to market risk due to fluctuationfoieign currency exchange rates relates primawilgur activities in Europe and
Japan. Transaction gains or losses resulting fi@sh balances and revenues have not been sighificdre past and we are not engaged in
hedging activity in the Euro, the Yen or other engies. Based on our cash balances and reventiesdigom markets other than the United
States for the year ended December 31, 2008, alwtical 10% adverse change in the Euro or Yermagéie U.S. dollar would not result in a
material foreign currency exchange loss. Consdtyyeme do not expect that reductions in the valfisuch sales denominated in foreign
currencies resulting from even a sudden or sigaifidluctuation in foreign exchange rates wouldenawdirect material impact on our financial
position, results of operations or cash flows.

Notwithstanding the foregoing, the indirect effe€fluctuations in interest rates and foreign caayeexchange rates could have a material
adverse effect on our business, financial conditiod results of operations. For example, foreigmency exchange rate fluctuations may
affect international demand for our products. ddition, interest rate fluctuations may affect oustomers’ buying patterns. Furthermore,
interest rate and currency exchange rate fluctogtinay broadly influence the United States anddareconomies resulting in a material
adverse effect on our business, financial condigiod results of operations.

Under our Japanese Thin Film agreement with Semkoyould receive payments in the nature of roysiltiased on Senko’s net sales,
which would be Yen denominated.
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PART I. FINANCIAL INFORMATION

Iltem 1. Financial Statemer

Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
Cytori Therapeutics, Inc.:

We have audited the accompanying consolidated balgineets of Cytori Therapeutics, Inc. (the Compang subsidiaries as of Decembel
2008 and 2007, and the related consolidated statsnoé operations and comprehensive loss, stockmsldquity (deficit), and cash flows 1
each of the years in the thrgear period ended December 31, 2008. In conneetitmour audits of the consolidated financial sta¢ats, w
have also audited the accompanying schedule ofatiatu and qualifying accounts. These consolidaiedntial statements and finan
statement schedule are the responsibility of then@amy's management. Our responsibility is to express [@nian on these consolidal
financial statements and financial statement sdedulased on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighaflo(United States). Those stand.
require that we plan and perform the audit to obta@asonable assurance about whether the finast@ééments are free of mate
misstatement. An audit includes examining, on tliasis, evidence supporting the amounts and disis in the financial statements. An @
also includes assessing the accounting princied and significant estimates made by managenemtekhas evaluating the overall finan
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetaeneferred to above present fairly, in all materespects, the financial position of Cy
Therapeutics, Inc. and subsidiaries as of Dece®beR008 and 2007, and the results of their opmratand their cash flows for each of
years in the thre-year period ended December 31, 2008, in conformitly U.S. generally accepted accounting principhdso, in our opinior
the related financial statement schedule, whenidered in relation to the basic consolidated finanstatements taken as a whole, pres
fairly, in all material respects, the informaticet $orth therein.

The accompanying consolidated financial statemants financial statement schedule have been premm®saming that the Company \
continue as a going concern. As discussed in ndtetthe consolidated financial statements, the Gomphas suffered recurring losses f
operations and has a net capital deficiency thiae rsubstantial doubt about its ability to contimsea going concern. The Companyésearc
and development activities have historically regdisubstantial capital resources and its abilityaiee capital has been adversely affecte
current economic conditions. Managemesitlans in regard to these matters are also deskciibnote 1. The consolidated financial staten
and financial statement schedule do not includeaaliystments that might result from the outcomthisf uncertainty.

We also have audited, in accordance with the stadsdaf the Public Company Accounting Oversight BodUnited States), Cyic
Therapeutics, Inc.’s internal control over finamaiaporting as of December 31, 2008, based onriitestablished irinternal Control -

Integrated Frameworlissued by the Committee of Sponsoring Organizatimhghe Treadway Commission (COSO), and our repate(
March 6, 2009, expressed an unqualified opiniothereffectiveness of the Company’s internal corakar financial reporting.

/sl KPMG LLP

San Diego, California
March 6, 2009
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
Cytori Therapeutics, Inc.:

We have audited Cytori Therapeutics, Iadnternal control over financial reporting as afde@mber 31, 2008, based on criteria establist
Internal Control— Integrated Frameworissued by the Committee of Sponsoring Organizatidribe Treadway Commission (COSAgytori
Therapeutics, Inc.'s management is responsiblenfintaining effective internal control over finaakreporting and for its assessment ol
effectiveness of internal control over financiapoeting, included in the accompanying Managentsereport on Internal Control Oy
Financial Reporting (Item 9A). Our responsibilig/to express an opinion on the Comparninternal control over financial reporting base
our audit.

We conducted our audit in accordance with the stadslof the Public Company Accounting Oversighti8a&@nited States). Those stand:
require that we plan and perform the audit to abtaasonable assurance about whether effectivenaiteontrol over financial reporting w
maintained in all material respects. Our auditudeld obtaining an understanding of internal contka@r financial reporting, assessing the
that a material weakness exists, and testing aatl&ing the design and operating effectivenedsatefnal control based on the assessed
Our audit also included performing such other pdoces as we considered necessary in the circunestatée believe that our audit provide
reasonable basis for our opinion.

A company's internal control over financial repagtiis a process designed to provide reasonableaasgsuregarding the reliability of financ
reporting and the preparation of financial statetsiéor external purposes in accordance with U.8egaly accepted accounting principles
company's internal control over financial reportingludes those policies and procedures that (ffpjpeto the maintenance of records tha
reasonable detail, accurately and fairly refleet ttansactions and dispositions of the assetseotdmpany; (2) provide reasonable assut
that transactions are recorded as necessary tdatgmeparation of financial statements in accoréawith U.S. generally accepted accoun
principles, and that receipts and expenditureshef company are being made only in accordance withogéizations of management :
directors of the company; and (3) provide reasanalskurance regarding prevention or timely deteaifounauthorized acquisition, use
disposition of the company’s assets that could lrareterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @tteisstatements. Also, projections of
evaluation of effectiveness to future periods atgext to the risk that controls may become inadégjbecause of changes in conditions, ol
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, Cytori Therapeutics, Inc. maintalné all material respects, effective internal ttohover financial reporting as of Decem
31, 2008, based on criteria establishethternal Control — Integrated Framewoissued by the Committee of Sponsoring Organizatidribe
Treadway Commission (COSO)

We also have audited, in accordance with the stasdaf the Public Company Accounting Oversight Bo@dnited States), the consolids
balance sheets of Cytori Therapeutics, Inc. as efenber 31, 2008 and 2007, and the related coasadidstatements of operations

comprehensive loss, stockholders’ equity (defi@t)gd cash flows for each of the years in the tlyese-period ended December 31, 2008,
our report dated March 6, 2009, expressed an uifigdabpinion on those consolidated financial sta¢ats.

/sl KPMG LLP

San Diego, California
March 6, 2009
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CYTORI THERAPEUTICS, INC.
CONSOLIDATED BALANCE SHEETS

As of December 31

2008 2007
Assets
Current assett
Cash and cash equivale $ 12,611,000 $ 11,465,00
Accounts receivable, net of allowance for doub#fttounts of
$122,000 and $1,000 in 2008 and 2007, respect 1,308,001 9,00
Inventories, ne 2,143,00! —
Other current asse 1,163,001 764,00(
Total current asse 17,225,00 12,238,00
Property and equipment, r 2,552,001 3,432,001
Investment in joint ventur 324,00( 369,00(
Other asset 729,00( 468,00(
Intangibles, ne 857,00( 1,078,001
Goodwill 3,922,00! 3,922,001
Total asset $ 25,609,00 $ 21,507,00
Liabilities and Stockholders’ Deficit
Current liabilities:
Accounts payable and accrued expet $ 5,088,000 $ 7,349,00!
Current portion of long-term obligations 2,047,00! 721,00(
Total current liabilities 7,135,001 8,070,00!I
Deferred revenues, related pa 16,474,00 18,748,00
Deferred revenue 2,445,00! 2,379,00!
Option liability 2,060,00! 1,000,001
Long-term deferred rer 168,00( 473,00(
Long-term obligations, less current porti 5,044,00! 237,00(
Total liabilities 33,326,00 30,907,00!
Commitments and contingenci
Stockholder deficit:
Preferred stock, $0.001 par value; 5,000,000 steard®rized; -0-
shares issued and outstanding in 2008 and — —
Common stock, $0.001 par value; 95,000,000 shartb®azed;
31,176,275 and 25,962,222 shares issued and 284308nd
24,089,388 shares outstanding in 2008 and 200Fectsely 31,00( 26,00(
Additional paic-in capital 161,214,00 129,504,00
Accumulated defici (162,168,00) (132,132,00)
Treasury stock, at co (6,794,000 (6,794,000
Amount due from exercises of stock
options — (4,000
Total stockholder deficit (7,717,000 (9,400,001
Total liabilities and stockholde’ deficit $ 25,609,00 $ 21,507,000

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESCONSOLIDATED FINANCIAL STATEMENTS
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CYTORI THERAPEUTICS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHEN SIVE LOSS

For the Years Ended December 31

2008 2007 2006
Product revenue:
Related part $ 28,000 $ 792,00( 1,451,001
Third party 4,500,00! — —
4,528,001 792,00( 1,451,001
Cost of product revenut 1,854,001 422,00( 1,634,001
Gross profit (loss 2,674,00! 370,00( (183,00()
Development revenue
Development, related par 774,00( 5,158,00! 5,905,00!
Other, related part 1,500,001 — —
Developmen — 10,00( 152,00(
Research grants and other 51,00( 89,00( 419,00(
2,325,00! 5,257,001 6,476,00!
Operating expense
Research and developmt 17,371,00 20,020,00 21,977,00
Sales and marketir 4,602,00!I 2,673,00! 2,055,00!
General and administrati\ 11,727,00 14,184,00 12,547,00
Change in fair value of option liabilities 1,060,001 100,00( (4,431,000
Total operating expens 34,760,00 36,977,00 32,148,00
Operating los! (29,761,00) (31,350,00) (25,855,00)
Other income (expense
Gain on sale of asse — 1,858,001 —
Interest incomt 230,00( 1,028,001 708,00(
Interest expens (420,000 (155,000) (199,001)
Other expense, n (40,000 (46,000 (27,000
Equity loss from investment in joint venture (45,000 (7,000 (74,000
Total other income (los: (275,000 2,678,001 408,00(
Net loss (30,036,00) (28,672,00) (25,447,00)
Other comprehensive income (lo- unrealized holdiny
income (loss) — (1,000 17,00(

Comprehensive loss $ (30,036,00) $ (28,673,00) $ (25,430,00)

Basic and diluted net loss per common sl $ (1.12) $ (1.25) $ (1.5%)

Basic and diluted weighted average common shares 26,882,43 22,889,25 16,603,55

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESCONSOLIDATED FINANCIAL STATEMENTS
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Common Stock

Shares

Amount

CYTORI THERAPEUTICS, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY (DE FICIT)
FOR THE YEARS ENDED DECEMBER 31, 2008, 2007 AND 20®

Additional
Paid-in

Capital

Accumulated

Deficit

Treasury Stock

Shares

Accumulated

Amount

Comprehensive

Income (Loss)

Amount
due
From
Exercises
of
Stock
Options

Other

Total

Balance at
December 31
2005
Stock-based
compensatiol
expense
Issuance of
common
stock under
stock option
plan
Compensatol
common
stock award:
Sale of
common
stock

Stock issued
for license
amendmen
Amount due
from
exercises of
stock options
Unrealized
gain on
investments
Net loss foi
the year ende
December 31
2006

18,194,28

397,20!

2,50(

2,918,25!

100,00(

$ 18,00(

1,00(C

3,00(

$ 82,196,00 $ (78,013,00)

3,202,00!

934,00(

18,00(

16,216,00

487,00(

(25,447,00)

2,872,83

$(10,414,00) $

(16,000 $

(15,000

17,00(

$ (6,229,00)

3,202,00!

935,00(

18,00(

16,219,00

487,00(

(15,000)

17,00(

(25,447,00)

Balance a
December 31
2006
Stoclk-basec
compensatiol
expense
Issuance o
common
stock under
stock option
plan

Sale of
common
stock

Sale of
treasury stocl
Amount due
from
exercises of
stock options
Unrealized
loss on
investments

21,612,24

604,33¢

3,745,64!

22,00(

1,00C

3,00(¢

103,053,00

2,310,00!

1,863,001

19,898,00

2,380,00!

(103,460,00)

2,872,83

(1,000,001

(10,414,00)

3,620,00!

1,000 (15,000

11,00(

(1,000

(10,813,00)

2,310,00!

1,864,001

19,901,00

6,000,00!

11,00(

(1,000



Net loss for
the year ende
December 31
2007

Balance a
December 31
2007
Stock-based
compensatiol
expense
Issuance of
common
stock under
stock option
plan

Sale of
common
stock
Amount due
from
exercises of
stock options
Allocation of
fair value for
debt warrant:
Net loss foi
the year ende
December 31
2008
Balance a
December 31
2008

— — —  (28,672,00) — — — (28,672,00)
25,962,22 26,000 129,504,00 (132,132,00) 1,872,83  (6,794,00) (4,000  (9,400,00)
— — 2,257,000 — — — —  2,257,00
388,53 — 790,00( — — — — 790,00(
4,82551 5,000  28,099,00 — — — —  28,104,00
_ _ _ _ — — 4,00 4,00(

— — 564,00( — — — — 564,00(

— — —  (30,036,00) — — — (30,036,00)
31,176,27 $ 31,000 $161,214,00 $(162,168,00) 1,872,83 $ (6,794,00) $ — $ (7,717,00)

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESCONSOLIDATED FINANCIAL STATEMENTS
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CYTORI THERAPEUTICS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Years Ended December 31

2008

2007

2006

Cash flows from operating activities:

Net loss

Adjustments to reconcile net loss to net cash us
operating activities

$ (30,036,00) $ (28,672,00) $ (25,447,00)

Depreciation and amortizatic 1,533,001 1,616,001 2,120,00!
Amortization of deferred financing costs and ¢
discount 178,00( — —
Inventory provisior — 70,00( 88,00(
Warranty provision (reversa (44,000 (65,000 (23,000
Increase (reduction) in allowance for doubtful acus 121,00( (1,000 (7,000
Change in fair value of option liabilitie 1,060,001 100,00( (4,431,001
Gain on sale of asse — (1,858,001 —
Stock-based compensatic 2,257,00! 2,310,00! 3,220,00!
Stock issued for license amendm — — 487,00(
Equity loss from investment in joint ventu 45,00( 7,00( 74,00(
Increases (decreases) in cash caused by changes in
operating assets and liabilitie
Accounts receivabl (1,420,000 217,00( 598,00(
Inventories (2,143,00) — 6,00(C
Other current asse (147,000 (70,000 (90,000
Other asset (63,000 (40,000 30,00(
Accounts payable and accrued expel (2,217,000 1,827,001 281,00(
Deferred revenues, related pa (2,274,000 (5,158,001 6,595,00!
Deferred revenue 66,00( (10,000 (152,000
Long-term deferred rer (305,000 (268,000) 168,00(
Net cash used in operating activit (33,389,00) (29,995,00) (16,483,00)
Cash flows from investing activities:
Proceeds from the sale and maturity of short-term
investment: 5,739,001 28,007,00 67,137,00
Purchases of shi-term investment (5,739,00) (24,032,00) (63,258,00)
Proceeds from the sale of ass — 3,175,00! —
Costs from sale of asse — (305,000 —
Purchases of property and equipm (393,000 (563,000 (3,138,001
Investment in joint venture — (300,000 (150,000
Net cash provided by (used in) investing activities (393,000 5,982,00! 591,00(
Cash flows from financing activities:
Principal payments on lo-term obligations (958,000) (1,200,001 (952,000
Proceeds from lor-term obligation: 7,500,001 — 600,00(
Debt issuance cos (513,000) — —
Proceeds from exercise of employee stock opf 795,00( 1,875,001 920,00
Proceeds from sale of common st 28,954,00 21,500,00 16,780,00
Costs from sale of common sta (850,000 (1,599,001 (561,000
Proceeds from sale of treasury stock — 6,000,001 —
Net cash provided by financing activities 34,928,00 26,576,00 16,787,00
Net increase in cash and cash equival 1,146,001 2,563,00! 895,00(
Cash and cash equivalents at beginning of year 11,465,00 8,902,00! 8,007,00!
Cash and cash equivalents at end of year $ 12,611,00 $ 11,465,000 $  8,902,00
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For the Years Ended December 31
2008 2007 2006

Supplemental disclosure of cash flows information
Cash paid during period fc
Interest $ 180,00( $ 160,00 $ 201,00(
Taxes — 2,00( 1,00(C

Supplemental schedule of nc-cash investing anc
financing activities:
Fair value of warrants allocated to additional paid
capital $ 564,000 $ — 3 —
Final payment fee of the lo-term debt 375,00(
Amount due from exercise of stock optic — 4,00( 15,00(

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESCONSOLIDATED FINANCIAL STATEMENTS
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CYTORI THERAPEUTICS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2008

Organization and Operations
The Company

Cytori Therapeutics, Inc., develops, manufacturessells medical technologies to enable the pradicegenerative medicine. Our
commercial activities are currently focused on rstauctive surgery in Europe and stem cell bankasdj preservation) in Japan and we
are seeking to bring our products to market inUhéed States as well as other countries. Our prbgipeline is developing potential new
treatments for cardiovascular disease, orthopegfitadje, gastrointestinal disorders, and pelvic healt

Our Thin Film product line will be marketed exchsly in Japan by Senko Medical Trading Co. (“SenKoflowing regulatory approval
of the product in Japan.

We have two subsidiaries located in Japan and. Italy
Principles of Consolidation

The consolidated financial statements include eapants and those of our subsidiaries. All sigaifit intercompany transactions and
balances have been eliminated. Management evalilsi@vestments on an individual basis for puesosf determining whether or not
consolidation is appropriate. In instances whegeda not demonstrate control through decision-ntakinility and/or a greater than 50%
ownership interest, we account for the relatedstments under the cost or equity method, depenging management'evaluation of ot
ability to exercise and retain significant influenaver the investee. Our investment in the OlymPwuri, Inc. joint venture has been
accounted for under the equity method of accour(seg note 3 for further details).

Certain Risks and Uncertainties

We have a limited operating history and our protpeate subject to the risks and uncertainties #atiy encountered by companies in the
early stages of development and commercializatispecially those companies in rapidly evolving seahnologically advanced industries
such as the biotech/medical device field. Our fitwiability largely depends on our ability to cori@ development of new products and
receive regulatory approvals for those productsabkurance can be given that our new productdeiiuccessfully developed, regulatory
approvals will be granted, or acceptance of thesdyzts will be achieved. The development of mddieaices for specific therapeutic
applications is subject to a number of risks, idolg research, regulatory and marketing risks. @lwan be no assurance that our
development stage products will overcome theselési@hd become commercially viable and/or gain cercial acceptance.

For the years ended December 31, 2007 and 200G&ameded bioresorbable product revenue from Medtroh$792,000 and $1,451,000,
respectively, which represented 13.1% and 18.3%taf product and development revenues, respegtivde sold substantially all of our
bioresorbable spine and orthopedic surgical imgbaoduct line to Kensey Nash in May 2007. Theaswo bioresorbable product
revenue recorded in 2008.

Liquidity and Capital Availability

We incurred losses of $30,036,000, $28,672,000625¢447,000 for the years ended December 31, ZW0H,, and 2006 respectively. !
have an accumulated deficit of $162,168,000 asamfeinber 31, 2008. Additionally, we have used ashof $33,389,000, $29,995,000
and $16,483,000 to fund our operating activitiasylars ended December 31, 2008, 2007, and 20§8ectvely. To date these
operating losses have been funded primarily frotside sources of invested capital.

During 2008, we initiated our commercializationigities while simultaneously pursuing availabledirting sources to support operations
and growth. We have had, and continue to havengning need to raise additional cash from outsaeces to fund our

operations. However, our ability to raise capitas been adversely affected by current credit ¢iomdi and the downturn in the financial
markets and the global economy. Accordingly, thelsination of these facts raises substantial daslib the Company’s ability to
continue as a going concern. The accompanyingotidased financial statements have been prepamadhasg that the Company will
continue as a going concern. If we are unsucckisstwr efforts to raise outside capital in theanterm, we will be required to
significantly reduce our research, development,adrdinistrative operations, including reductioroaf employee base, in order to offset
the lack of available funding.
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We are pursuing financing opportunities in both phigate and public debt and equity markets as asthrough strategic corporate
partnerships. We have an established historyisihigacapital through these platforms, and we areently involved in negotiations with
multiple parties. Our efforts in 2008 to raiseitalifhave taken longer than we initially anticipdtedn August 2008, we raised
approximately $17,000,000 in gross proceeds framate placement of 2,825,517 unregistered shafresmmon stock and 1,412,758
common stock warrants (with an original exercisegof $8.50 per share) to a syndicate of investarisiding Olympus Corporation, who
acquired 1,000,000 unregistered shares and 50@d@fnhon stock warrants in exchange for $6,000,0G8efotal proceeds raised. In
October 2008, we entered into a secured Loan Ageaemith General Electric Capital Corporation anlic@n Valley Bank (“Lenders”}o
borrow up to $15,000,000. An initial term loan$f,500,000, less fees and expenses, was fundedtobed 14, 2008. We could not
access the remaining $7,500,000 under this fa@htyve were not able to meet certain financialgreisites that had been established by
the Lenders.

We expect to continue to utilize our cash and eaglivalents to fund operations through at leashthe few months, subject to minimum
cash and cash liquidity requirements of the Loath S@curity Agreement with the Lenders, which reggithat we maintain at least three
months of cash on hand to avoid an event of detmder the Loan and Security Agreement. We coantinwseek additional cash through
product revenues, strategic collaborations, angréusales of equity or debt securities. Althouggré can be no assurance given, we hope
to successfully complete one or more additionariting transactions and corporate partnershigseimear-term. Without this additional
capital, current working capital and cash generftan sales and containment of operating costsneillprovide adequate funding for
research, sales and marketing efforts, clinicalnedlinical trials, and product development atitég at their current levels. If such efforts
are not successful, we will need to significandguce or curtail our research and development dret operations and this could
negatively affect our ability to achieve corporgtewth goals. Specifically, we have prepared agrafing plan (plan) that calls for us to
reduce operations to focus almost entirely on thgply of current products to existing or new diatition channels. In addition, as part of
this plan, there would be minimal expendituresdiogoing scientific research, product developmemiaical research. This impacts
research and development headcount, external strhctor expenditures, capital outlay and generdladministrative expenditures rela

to the supervision of such activities. In parae¢ would significantly reduce administrative §taid salaries consistent with the overall
reduction in scope of operations. In aggregateh saductions could result in eliminations of rdlesthe majority of the Company’s
current staff and the deferral or elimination dfaalgoing development projects until such time ttegth resources were available from
operations or outside sources to re-establish dpuent and growth plans. Management is curresthiewing contractual obligations
related to the pre-clinical and clinical commitneatong with minimum purchase requirements to ieldeferral of such commitments as
part of this plan. While management is activelysping its near term financial and strategic aléiues it is also, in parallel, continuing to
evaluate the timing of implementation of the al&give operating plan and the initiation of the itiféed reductions.

Summary of Significant Accounting Policies
Use of Estimates

The preparation of consolidated financial stateméntonformity with accounting principles geneyadkcepted in the United States of
America requires management to make estimatesssoingtions affecting the reported amounts of assetdiabilities and disclosure of
contingent assets and liabilities at the date effitancial statements, and the reported amountsveihue and expenses during the
reporting period. Our most significant estimated aritical accounting policies involve recognizirgyenue, evaluating goodwill for
impairment, accounting for product line disposipmaluing our put option arrangement with Olym@asporation (Put option) (see notes
3 and 4), determining the assumptions used in miegsshare-based compensation expense, valuingedarred tax assets, assessing how
to report our investment in Olympus-Cytori, IncaJuing allowance for doubtful accounts and inveietar

Actual results could differ from these estimat€rrent economic conditions, including illiquid diemarkets and volatile equity markets,
contribute to the inherent uncertainty of suchneates. Managemestestimates and assumptions are reviewed peribdiaad the effect

of revisions are reflected in the consolidatedritial statements in the periods they are deterntimée necessary.

Presentation

Certain prior period amounts have been reclassifienform to current period presentation.

Cash and Cash Equivalents

We consider all highly liquid investments with meaties of three months or less at the time of pasghto be cash equivalents. Investments

with original maturities of three months or lesattivere included with and classified as cash astl eguivalents totaled $11,718,000 and
$10,502,000 as of December 31, 2008 and 2007,ctréply. We maintain our cash at insured financial
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institutions. The combined account balances &t @wstitution periodically exceed FDIC insurance@@ge, and as a result, there is a
concentration of credit risk related to amountexuess of FDIC limits. We believe that the riské significant.

Short-term Investments

We invest excess cash in money market funds, highlyd debt instruments of financial institutioasd corporations with strong credit
ratings, and in United States government obligatidde have established guidelines relative to difieation and maturities that maintain
safety and liquidity. These guidelines are perialiijcreviewed and modified to take advantage afdsein yields and interest rates.

We evaluate our investments in accordance witlptbeisions of Statement of Financial Standards ASH No. 115, “Accounting for
Certain Investments in Debt and Equity SecuritieBa'sed on our intent, our investment policies amdability to liquidate debt securities,
we classify short-term investment securities wittumrent assets. Available-for-sale securitiescareéed at fair value, with unrealized
gains and losses reported as accumulated otherrebemsive income (loss) within stockholders’ equltige amortized cost basis of debt
securities is periodically adjusted for amortizataf premiums and accretion of discounts to matuBtuch amortization is included as a
component of interest income or interest expenBe.amortized cost basis of securities sold is bagdtie specific identification method
and all such realized gains and losses are recaslaccomponent within other income (expense).réView the carrying values of our
investments and write down such investments toneséd fair value by a charge to the statementpefations when the severity and
duration of a decline in the value of an investrismionsidered to be other than temporary. Theafosecurities sold or purchased is
recorded on the settlement date.

After considering current market conditions, an@ider to minimize our risk, management has eletdedvest all excess funds in money
market funds and other highly liquid investmentst tre appropriately classified as cash equivakntsf December 31, 2008 and 2007.

Fair Value of Financial Instruments

The carrying amounts of our cash and cash equitslancounts receivable, accounts payable andedexpenses approximate their fair
value due to the short-term nature of these batantée carrying amounts of our current portiotoofy-term obligations and long-term
obligations approximate fair value as the termsraels of interest for these instruments approxénetms and market rates of interest
currently available to us for similar instrumer@sir option liability is already reported at itsrfaalue based on established option pricing
theory and assumptions (notes 3 and 4). Shortirerestments are also reported at fair value irfittencial statements.

Inventories

Inventories include the cost of material, laboid amerhead, and are stated at the lower of averagfe determined on the first-in, first-out
(FIFO) method, or market. We periodically evaluatie on-hand stock and make appropriate providionany stock deemed excess or
obsolete. Manufacturing costs resulting from lothem “normal” production levels are expensed asrired.

Our inventory balance as of December 31, 2008 degithe cost of materials on hand as of Decemhe20®B that we purchased on or
after March 1, 2008. March 1, 2008 is consideredoommercialization date based on completionradifdevelopment activities

associated with our Celutidh800/CRS System products. All materials purchasen o the commercialization date were expensed as
research and development expense during the pisegdvere purchased, of which $78,000 (with a wekbvalue of $0) was on hand a:
December 31, 2008 to be utilized in future manuwfiacy.

Property and Equipment

Property and equipment are stated at cost, naetaafraulated depreciation. Depreciation expense, minicludes the amortization of
capitalized leasehold improvements, is providedfor straight-line basis over the estimated udefes of the assets, or the life of the
lease, whichever is shorter, and range from tlodeeé years. When assets are sold or otherwigmded of, the cost and related
accumulated depreciation are removed from the ads@nd the resulting gain or loss is includedgarations. Maintenance and repairs
are charged to operations as incurred.

Impairment
In accordance with SFAS No. 144, “Accounting foplmirment or Disposal of Long-Lived Assets,” we asseertain of our long-lived

assets, such as property and equipment and intaragbets other than goodwill, for potential impegEnt when there is a change in
circumstances that indicates carrying values aftassay not be recoverable. Such long-lived assetdeemed to
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be impaired when the undiscounted cash flows ergectbe generated by the asset (or asset groap s than the asset’s carrying
amount. Any required impairment loss would be mesdas the amount by which the asset’s carryingevakceeds its fair value, and
would be recorded as a reduction in the carryirigevaf the related asset and a charge to operakipgnse. We recognized no impairrr
losses during any of the periods presented in tfiearcial statements.

Goodwill and Intangibles

SFAS No. 142, “Goodwill and Other Intangible Asseéstablishes financial accounting and reportitegdards for acquired goodwill and
other intangible assets. Under SFAS No. 142, gdbdnd indefinite-lived intangible assets are aatortized but are reviewed at least
annually for impairment. Separable intangible ast®t have finite useful lives will continue to d&@ortized over their respective useful
lives.

SFAS No. 142 requires that goodwill be tested figpairment on at least an annual basis or whenergit® or changes in circumstances
indicate that the carrying value of goodwill mayt be recoverable. We completed this testing asayehber 30, 2008, and concluded
no impairment existed.

In 2007, all goodwill that had been assigned toMacroPore Biosurgery reporting unit was derecogphiduring our sale of substantially
all of our spine and orthopedic product line to KEeynNash (see note 5).

Intangibles, consisting of patents and core teamopurchased in the acquisition of StemSource,iin2002, are being amortized on a
straight-line basis over their expected lives ofyears.

The changes in the carrying amounts of other imitefand finitelife intangible assets and goodwill for the yeanderl December 31, 20
and 2007 are as follows:

December 31, 200:

Regenerative MacroPore
Cell Technology  Biosurgery Total

Other intangibles, ne
Beginning balanc $ 1,078,000 $ — 1,078,001

Amortization (221,000 — (221,000)
Ending balance 857,00( — 857,00(
Goodwill, net:
Beginning balanc 3,922,00! — 3,922,00!

Disposal of asse’ — — —
Ending balanc: 3,922,00! — 3,922,00!
Total goodwill and other intangibles, r $ 4,779,000 $ — 4,779,00!
Cumulative amortization of other intangible assets $ 1,359,001 $ — 1,359,00!

December 31, 200
Regenerative MacroPore
Cell Technology  Biosurgery Total

Other intangibles, ne
Beginning balanc $ 1,300,001 $ — 1,300,001

Amortization (222,000) — (222,000)
Ending balance 1,078,00i — 1,078,00!
Goodwill, net:
Beginning balanc 3,922,00! 465,00( 4,387,001

Disposal of assets — (465,000 (465,000
Ending balanc 3,922,00! — 3,922,00!
Total goodwill and other intangibles, r $ 5,000,000 $ — 5,000,00!
Cumulative amortization of other intangible assets $ 1,138,000 $ — 1,138,00!
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As of December 31, 2008, future estimated amoitinagxpense for these other intangible assetspsatgd to be as follows:

2009 222,00(
2010 222,00(
2011 222,00(
2012 191,00(

$ 857,00

Revenue Recognition
Product Sales

We recognize revenue from product sales when tl@xfimg fundamental criteria are met: (i) persuasavidence of an arrangement ex
(ii) delivery has occurred, (iii) the price to thestomer is fixed or determinable and (iv) collectof the resulting accounts receivable is
reasonably assured.

For all sales, we use a binding purchase ordersayreed agreement as evidence of arrangement. neever these product sales will be
recognized upon delivery to the customer, as slfisrand rewards of ownership have been substantiagisferred to the customer at that

point. For Celutior? 800/CRS System sales to customers who arrangedomanage the shipping process, we recognize revamon
shipment from our facilities. Shipping and hangdloosts that are billed to our customers are d¢ladsas revenue, in accordance with
Emerging Issues Task Force (EITF) Issue No. 00 A€ounting for Shipping and Handling Fees and Gb§tEITF 00-10"). The
customer’s obligation to pay and the payment tearesset at the time of delivery and are not depetnale the subsequent use or resale of
our product.

For those sales that include multiple deliverablesallocate revenue based on the relative fairesbf the individual components as
determined in accordance with EITF Issue No. 00*R&yvenue Arrangements with Multiple Deliverabl¢¥ITF 00-21"). When more
than one element such as product maintenance tomitet support services are included in an arramgegnwe allocate revenue betweer
elements based on each element’s relative faileygiovided that each element meets the criterigdatment as a separate unit of
accounting. An item is considered a separateafrdtcounting if it has value to the customer mtamdalone basis and there is objective
and reliable evidence of the fair value of the Uivdeed items. Fair value is generally determibaeded upon the price charged when the
element is sold separately. In the absence of/édire for a delivered element, we allocate revdirgeto the fair value of the undelivered
elements and allocate the residual revenue todlieeded elements. Deferred service revenue sgrized ratably over the period the
services are provided. In the absence of fairesébu an undelivered element, the arrangementdsuatted for as a single unit of
accounting, resulting in a deferral of revenue gaition for delivered elements until all undelivérelements have been fulfilled.

An allowance for doubtful accounts is maintaineddstimated losses resulting from the inabilitypaf customers to make required
payments. This reserve is determined by analysiregific customer accounts and applying histotirsd rates to the aging of remaining
accounts receivable balances. If the financiab@@n of our customer were to deteriorate, reaglin their inability to pay their accounts
when due, additional reserves might be required.

Before the disposal of substantially all of ourresorbable spine and orthopedic product line in @97, we sold our (non-Thin Film)
MacroPore Biosurgery products to Medtronic, Ince Wcognized revenue on product sales to Medtigroo shipment of ordered
products to Medtronic, as title and risk of losgeveansferred at that point. In May 2007, we gol&ensey Nash our intellectual prope
rights and tangible assets related to our bioredmebspine and orthopedic product line (see nate 5)

License/Distribution Fees

We recognize any upfront payments received froene/distribution agreements as revenues overettigdan which the customer
benefits from the license/distribution agreement.

To date, we have not received any upfront licersgements that are separable under EITF 00-21. Aawgly, such license revenues have
been combined with other elements, such as resaartdevelopment activities, for purposes of reeemgognition. For instance, we
account for the license fees and milestone paymardsr the Distribution Agreement with Senko aggle unit of accounting. Similarly,
we have attributed the upfront fees received utftearrangements with Olympus Corporation, a rdlptaty (see note 3), to a single unit
of accounting comprising a license we granted yn@lus-Cytori, Inc. (the “Joint Venture”), a relatedrty, as well as development
services we agreed to perform for this entity.

In the first quarter of 2006, we granted Olympusaalusive right to negotiate a commercializatiotiaboration for the use of adipose
stem and regenerative cells for a specific thertipavea outside of cardiovascular disease. Iha&xge for this right, we received
$1,500,000 from Olympus, which was non-refundakbiedould be applied towards a definitive commerca@laboration in the future. As
part of this agreement, Olympus would conduct mamksearch and pilot clinical studies in
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collaboration with us for the therapeutic areaapecember 31, 2008 when this exclusive right expiiThe $1,500,000 payment was
received in the second quarter of 2006 and recoadetkferred revenues, related party. AccordiraiiyDecember 31, 2008, we
recognized $1,500,000 as other development revandieeduced our deferred revenues, related padypdafor the same amount.

In the third quarter of 2004, we entered into atiistion Agreement with Senko. Under this agreetnere granted to Senko an exclusive
license to sell and distribute certain Thin Filnogucts in Japan and received a $1,500,000 upficertde fee from them in return for this
right. We recorded the $1,500,000 received asgefeevenues in the accompanying consolidatechbalaheets. Half of the license fee
is refundable if the parties agree commercializatsonot achievable and a proportional amountfisndable if we terminate the
arrangement, other than for material breach by &eoéfore three years post-commercialization. Véecarrently pursuing the required
regulatory clearance in order to initiate commdizadion.

Research and Development

We earn revenue for performing tasks under researdhdevelopment agreements with both commerctatgrises, such as Olympus and
Senko, and governmental agencies like the Natimstitutes of Health (“NIH"). Revenue earned undewelopment agreements is
classified as either research grant or developmeminues depending on the nature of the arrangenRavenues derived from
reimbursement of direct out-of-pocket expensesdsearch costs associated with grants are presientedhpliance with EITF Issue No.
99-19, “Reporting Revenue Gross as a Principal MeMet as an Agent,” and EITF Issue No. 01-14,dime Statement Characterization
of Reimbursements Received for “Out-of-Pocket” Ehg®s Incurred.” In accordance with the criterialglished by these EITF Issues, we
record grant revenue for the gross amount of tietrersement. The costs associated with these tesements are reflected as a
component of research and development expense icoogolidated statements of operations.

Additionally, research and development arrangem&sthave with commercial enterprises such as Olg@mad Senko are considered a
key component of our central and ongoing operatigkscordingly, when recognized, the inflows frooth arrangements are presented as
revenues in our consolidated statements of opesatio

We received a total of $22,000,000 from Olympus @hanpus-Cytori, Inc. during 2005 in two separate telated transactions (see note
3). Approximately $4,689,000 of this amount redate common stock that we issued, as well as tvimog we granted, to

Olympus. Moreover, during the first quarter of 80@e received $11,000,000 from the Joint Ventyrenuachieving the CE Mark on the
Celution® 600. The difference between the proceedsived and the fair values of the common stockaption liability was recorded as
deferred revenue, since conceptually, the excesepds represent a prepayment for future contabsitaind obligations of Cytori for the
benefit of the Joint Venture (or “JV"), rather thadditional equity investment in Cytori. Considegrithe $4,689,000 initially allocated to
the common stock issued and the two options, werded upfront fees totaling $28,311,000 as deferegdnues, related party. In
exchange for these proceeds, we agreed to (a)da@lympus-Cytori, Inc. an exclusive and perpelicahse to our therapeutic device
technology, including the Celution® System platfcarmd certain related intellectual property, andpfiovide future development
contributions related to commercializing the Celn® System platform. As noted above, the licemskdevelopment services are not
separable under EITF 00-21. The recognition of tieferred amount requires achievement of serele¢ed milestones, under a
proportional performance methodology. If and ashsevenues are recognized, deferred revenue avidldereased. Proportional
performance methodology was elected due to the@afiour development obligations and efforts ipmrt of the Joint Venture (“JV”),
including product development activities and retpraefforts to support the commercialization of th/ products. The application of this
methodology uses the achievement of R&D milest@sesutputs of value to the JV. We received uptfroon-refundable payments in
connection with these development obligations, Wiie have broken down into specific R&D milestottest are definable and
substantive in nature, and which will result inusato the JV when achieved. Revenue will be reizeghas the above mentioned R&D
milestones are completed.

We established the R&D milestones based upon oweldement obligations to the JV and the specificlR8upport activities to be
performed to achieve these obligations. Our R&estones consist of the following primary perforroarcategories: product
development, regulatory approvals, and generaipa@ated pre-clinical and clinical trials. Withélach category are milestones that take
substantive effort to complete and are criticatpgeof the overall progress towards completiomefrtext generation product, which we
obligated to support within the agreements enterdwith Olympus.

To determine whether substantive effort was reguioeachieve the milestones, we considered theredteosts, required personnel and
relevant skill levels, the amount of time requitedcomplete each milestone, and the interdeperd&tionships between the milestones,
in that the benefits associated with the completibone milestone generally support and contribotthe achievement of the next.
Determination of the relative values assigned theuilestone involved substantial judgment. Thegasnent process was based on
discussions with persons responsible for the dgweémt process and the relative costs of completaudy milestone.
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We considered the costs of completing the milest@émallocating the portion of the “deferred revesyurelated party” account balance to
each milestone. Management believes that, whdledsts incurred in achieving the various milesscare subject to estimation, due to the
high correlation of such costs to outputs achietteel use of external contract research organizatsts and internal labor costs as the
basis for the allocation process provides managetherability to accurately and reasonably estinsaiteh costs.

Of the amounts received and deferred, we recogrleedlopment revenues of $774,000 and $5,158,00igears ended December 31,
2008 and 2007, respectively. All related developmoests are expensed as incurred and are incindedearch and development expense
on the statement of operations.

In the third quarter of 2004, we entered into atfibgtion Agreement with Senko. Under this agreetnee granted to Senko an exclusive
license to sell and distribute certain Thin Filnogucts in Japan. We have also earned or will tiexhto earn additional payments under
the Distribution Agreement based on achieving tileWing defined research and development milesone

« In 2004, we received a nonrefundable payment a231,000 from Senko after filing an initial regulgtaapplication with th
Japanese Ministry of Health, Labour and Welfare KIIMV”) related to the Thin Film product line. We initialiecorded thi
payment as deferred revenues of $1,250,

« Upon the achievement of commercialization (i.egutatory approval by the MHLW), we will be entitletd an addition:
nonrefundable payment of $250,0!

Of the amounts received and deferred, we recogrleedlopment revenues of $10,000 and $152,00kiyehrs ended December 31,
2007 and 2006, respectively, representing thevedire of the completed milestones relative to tievalue of the total efforts expected to
be necessary to achieve regulatory approval bivitHeW. There was no development revenue recognizgthg the year ended
December 31, 2008. As noted above, the licensehenohilestone components of the Senko Distribuigreement are accounted for as a
single unit of accounting. This single elementudes a $1,500,000 license fee which is potenti@fyndable. We have recognized, and
will continue to recognize, the namentingent fees allocated to this combined delibkeras we complete performance obligations unde
Distribution Agreement with Senko. We will not ogmize the potentially refundable portion of thedauntil the right of refund

expires. See note 6 for further details. Accagliinwe expect to recognize approximately $1,129,@®nsisting of remaining $879,00(
deferred revenues plus a non-refundable payme$2%0,000 to be received upon commercializatiompuenues associated with this
milestone arrangement if and when commercializaachieved. We will not recognize the poteryiaéifundable portion of the fees
($1,500,000) until the right of refund expires.

Under our agreement with the NIH, we were reimbdifee “qualifying expenditures” related to reseamhadipose-derived cell therapy
for myocardial infarction. To receive funds untlee grant arrangement, we were required to (i) destnate that we incurred “qualifying
expenses,” as defined in the grant agreement battheeNIH and us, (i) maintain a system of corgyevhereby we could accurately track
and report all expenditures related solely to netean Adipose-Derived Cell Therapy for Myocardiaflarction, and (iii) file appropriate
forms and follow appropriate protocols establishgdhe NIH. When we were reimbursed for costs iiremiunder grant arrangements \
the NIH, we recognized revenues for the lesser of:

« Qualifying costs incurred (and not previously remiagd) to date, plus any allowable grant fees fbiclv we are entitled
funding from the NIH; o

« The outputs generated to date versus the totaltsugxpected to be achieved under the researahgameent

For the year ended December 31, 2006, we recoghifédrant revenue of $310,000. Our work undes thiH agreement was complet
in 2006; as a result, there were no comparablentegor costs in 2008 and 2007.

Warranty

For the bioresorbable spine and orthopedic progduetgprovided a limited warranty under our agreets&rith our customers for products
that fail to comply with product specifications. Wave recorded a reserve for estimated costs wemay under our warranty

program. In May 2007, we sold to Kensey Nash otelliectual property rights and tangible assetsteel to our bioresorbable spine and
orthopedic product line.

Beginning in March 2008, we began sales and shisrafrour Celutiorf 800/CRS System to the European and A&aific reconstructiv

surgery market. In September 2008 we completadliatgon of our first StemSourceCell Bank. We are selling medical device
equipment for use with humans, which is subjeategixhaustive and highly controlled specificatiomptiance and fitness testing and
validation procedures before it can be approveddte ensuring that the products will be free dédts.
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We believe that the rigorous nature of the testind compliance efforts serves to minimize the iii@dd of defects in material or
workmanship to a level substantially less than bate”, and a warranty estimate is not justifie¢hé time. Accordingly, we did not
record a warranty reserve for our CelutfoB00/CRS System and StemSoufagell Bank product line during the year ended Decen3i
2008.

The following summarizes the movements in our wagrabligations, which is included in accounts gagaand accrued expenses, at
December 31, 2008, 2007 and 2006:

Additions/
As of (Deductions) tc As of

January 1, expenses Claims December 31
2008:
Warranty obligation: $ 67,000 $ (44,000 $ — $ 23,00(
2007:
Warranty obligations $ 132,000 $ (65,000 $ — $ 67,00(
2006:
Warranty obligation: $ 155,00 $ (23,000 $ — $ 132,00(

Research and Development

Research and development expenditures, which amgett to operations in the period incurred, incloogts associated with the design,
development, testing and enhancement of our predregjulatory fees, the purchase of laboratory leegpre-clinical and clinical studies.
Included in these expenditures are salaries anefitenelated to these efforts (excluding stockdoasompensation), which were
approximately $6,189,000 in 2008.

Also included in research and development expereditare costs incurred to support research grambwesement and costs incurred in
connection with our development arrangements withmpus and Senko.

Expenditures related to the Joint Venture with dysinclude costs that are necessary to suppocotmenercialization of future
generation devices based on our Celution® Systatfiopin. These development activities, which begaNovember 2005, include
performing pre-clinical and clinical trials, seegiregulatory approval, and performing product depeient related to therapeutic
applications for adipose stem and regenerative éailmultiple large markets. For the years endeddmber 31, 2008, 2007 and 2006,
costs associated with the development of the devere $2,546,000, $6,293,000 and $7,286,000, résphc

Our agreement with the NIH entitled us to qualifyexpenditures of up to $950,000 for Phase | aras®H related to research on
Adipose-Derived Cell Therapy for Myocardial Infaest. We incurred $479,000 ($169,000 of which weseneimbursed) of direct
expenses for the year ended December 31, 2006e Trere no comparable expenditures in 2008 and a8@ur work under the NIH
agreement was completed during 2006.

Under a Distribution Agreement with Senko we apomsible for the completion of the initial regolat application to the MHLW and
commercialization of the Thin Film product lineJapan. During the years ended December 31, 2002006  we incurred $80,000 and
$178,000, respectively, of expenses related toréigalatory and registration process. We did nagirany expenses related to this
regulatory and registration process during the pealed December 31, 2008. We are currently puyshia required regulatory clearance
in order to initiate commercialization.

Deferred Financing Costs and Other Debt-Related Cds

Deferred financing costs are capitalized and amedtio interest expense over the term of its agsstidebt instrument. We evaluate the
terms of the debt instruments to determine if anpedded or freestanding derivatives or conversaituies exist. We allocate the
aggregate proceeds of the debt between the waanadtthe debt based on their relative fair valnescicordance with Accounting Princij
Board No. 14 (APB 14), Accounting for Convertible Debt and Debt Issuedhitock Purchase WarrantsThe fair value of the warrant
issued to the Lenders is calculated utilizing thecB-Scholes option-pricing model. We are amortizine resultant discount over the term
of the debt through maturity date using the effectnterest method. If the maturity of the debadselerated because of default or early
debt repayment, then the amortization is acceldrate
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Income Taxes

Income taxes are accounted for under the assdiadnility method. Deferred tax assets and lialgititare recognized for the future tax
consequences attributable to differences betweefirthncial statement carrying amounts of existingets and liabilities and their
respective tax bases and operating loss and tdk cegry forwards. Deferred tax assets and litdd are measured using enacted tax |
expected to apply to taxable income (loss) in te&ry in which those temporary differences are drpeto be recovered or settled. Due to
our history of loss, a full valuation allowance wasognized against deferred tax assets.

Stock Based Compensation
Accounting Policy

On January 1, 2006, we adopted the provisionsradrigial Accounting Standards Board Statement N8R12Share-Based

Payment” (“SFAS 123R”) using the modified prospeetiransition method. SFAS 123R requires us to oreaall share-based payment
awards granted after January 1, 2006, includingehaith employees, at fair value. Under SFAS 12BR fair value of stock options and
other equity-based compensation must be recogaizexpense in the statements of operations oveetjuisite service period of each
award.

In addition, beginning January 1, 2006, we havegaized compensation expense under SFAS 123Rdarrhested portions of
outstanding share-based awards previously grameerwur (a) 2004 Equity Incentive Plan and (b)7188ck Option and Stock Purchase
Plan, over the periods these awards continue to Vdgs compensation expense is recognized basédedfair values and attribution
methods that were previously disclosed in our ppeniod financial statements under Financial actingrStandards Board Statement No.
123, “Accounting for Stock-Based Compensation” (A&&-123").

Other Comprehensive Income (L0sS)

Comprehensive income (loss) is the total of netiine (loss) and all other non-owner changes in yqQither comprehensive income
(loss) refers to these revenues, expenses, gaid$psses that, under generally accepted accouptingiples, are included in
comprehensive income (loss) but excluded frommetme (loss).

During the years ended December 31, 2007 and 200&nly element of other comprehensive incomesjlossulted from unrealized ga
(losses) on available-for-sale investments, whiehraflected in the consolidated statements okstolders’ equity as accumulated other
comprehensive income (loss). We did not have anyparable other comprehensive income (loss) duhegear ended December 31,

2008.

Segment Information

We report our financial results based on two d@stoperating segments — (a) Regenerative cell tdogyg and (b) MacroPore Biosurgery,
which manufactures bioresorbable implants.

Our regenerative cell technology segment develmasiufactures and sells medical technologies tolerthb practice of regenerative
medicine with an initial focus on reconstructivegary and cell banking. Our commercialization nldgldased on the sale of Celution®
Systems and their related harvest and deliveryumsgntation, and on generating recurring revengs Bingle-use consumable sets
utilized during each patient procedure.

Our MacroPore Biosurgery unit develops Thin Filmrbsorbable implants for sale in Japan through &éfddical Trading Company
(“Senko”), which has exclusive distribution rightsthese products in Japan. Also, until aftersbeond quarter of 2007, the MacroPore

Biosurgery segment manufactured and distributedHthBROSORB™ family of spine and orthopedic implants.

We measure the success of each operating segnssat ba operating profits and losses and, addifiprialthe case of the regenerative
cell technology segment, the achievement of kegaeeh objectives. In arriving at our operatingitessfor each segment, we use the same
accounting policies as those used for our conseltdeompany and as described throughout this nétewever, segment operating results
exclude allocations of company-wide general andiadtnative costs and changes in fair value ofaution liabilities.

During the second half of 2007, we had minimalaistin the MacroPore Biosurgery operating segneena result of sale in May 2007 to
Kensey Nash of the intellectual property rights tarjible assets related to the spine and orthogmaiesorbable implant product

line. However, due to production and sales agtivitthe MacroPore Biosurgery operating segmertrpd the sale to Kensey Nash, we
have reported two operating segments through DeeeB1h 2008.

69




Prior year results presented below have been deeelon the same basis as the current year amobiotsll periods presented, we did
have any intersegment transactions.

The following tables provide information regarditig performance and assets of our operating segment

Years ended December 3

2008 2007 2006
Revenues:
Regenerative cell technoloy $ 6,853,000 $ 5,247,000 $ 6,324,00
MacroPore Biosurger — 802,00( 1,603,001
Total revenues $ 6,853,000 $ 6,049,000 $ 7,927,000
Segment operating income (losses
Regenerative cell technoloy (16,793,00) $ (17,075,00) $ (16,211,00)
MacroPore Biosurger (181,000 9,00( (1,528,001
General and administrative expen (11,727,00) (14,184,00) (12,547,00)
Changes in fair value of option liabilities (1,060,001 (100,000 4,431,00I
Total operating loss $ (29,761,000 $ (31,350,00) $ (25,855,00)
As of December 31
2008 2007
Assets:
Regenerative cell technoloy $ 13,240,000 $ 11,591,00
MacroPore Biosurger — —
Corporate asse 12,369,00 9,916,00!
Total assets $ 25,609,00 $ 21,507,00

We derived our revenues from the following productsearch grants, development and service ae8viti

Years ended December 3!

2008 2007 2006
Regenerative cell technology
Product revenue:

Celution® products $ 4,52800 $ — 3 —
Development revenue

Milestone revenue (Olympu 774,00( 5,158,00! 5,905,00!

Other (Olympus 1,500,001 — —

Research grant (NIF — — 310,00(

Regenerative cell storage servi 4,00( 4,00( 7,00(

Other 47,00( 85,00( 102,00(
Total regenerative cell technolo 6,853,001 5,247,00! 6,324,00!
MacroPore Biosurgery:

Product revenue:

Spine & orthopedic produc — 792,00( 1,451,001
Development revenue — 10,00( 152,00(
Total MacroPore Biosurgel — 802,00( 1,603,001
Total revenues $ 6,853,000 $ 6,049,000 $ 7,927,00

The following table provides geographical informatregarding our sales to external customers:

Non-
For the Years Ended December 31 U.S. Revenue U.S. Revenue Total Revenue:
2008 $ 2,290,000 $ 4,563,000 $ 6,853,00!
2007 $ 6,010,000 $ 39,00( $ 6,049,00!
2006 $ 7,827,000 % 100,00 $ 7,927,00!

At December 31, 2008 and 2007, our Idivgd assets, net of depreciation, excluding goticamid intangibles (all of which are in the U..
are located in the following jurisdictions:

Non-
As of December 31 U.S. Domicilec U.S. Domicilec Total
2008 $ 3,197,000 $ 408,00 $ 3,605,001




2007 $ 3,932,000 $ 337,000 $ 4,269,00!
Loss Per Share
We compute loss per share based on the provisioBEAS No. 128, “Earnings Per Share.” Basic peresldata is computed by dividing

net income or loss available to common stockholbgrthe weighted average number of common sharssamaling during the period.
Diluted per share data is computed by dividinginedme or loss available to common stockholderthiey
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weighted average number of common shares outstgudiring the period increased to include, if ditetithe number of additional
common share equivalents that would have beenamalisty if potential common shares had been isssied) the treasury stock method.
Potential common shares were related entirely tstanding but unexercised option awards and wafantall periods presented.

We have excluded all potentially dilutive secustieom the calculation of diluted loss per shatgtattable to common stockholders for
years ended December 31, 2008, 2007 and 2006eiasnttiusion would be antidilutive. Potentiallylutive common shares excluded from
the calculations of diluted loss per share wer83 374, 7,880,098 and 5,934,029 for the years eDeéedmber 31, 2008, 2007 and 2006,
respectively.

Recent Accounting Pronouncements

In July 2006, FASB issued Interpretation No. 48¢dunting for Uncertainty in Income Taxes—An Inteation of FASB Statement

No. 109 (“FIN 48”"). FIN 48 clarifies the accourgifior uncertainty in income taxes recognized ireatity’s financial statements in
accordance with FASB Statement No. 109, Accourftindncome Taxes, and prescribes a recognitiorstiolel and measurement
attributes for financial statement disclosure afpiasitions taken or expected to be taken on agtaxn. Under FIN 48, the impact of an
uncertain income tax position on the income taMrremust be recognized at the largest amount shabre-likely-than-not to be sustained
upon audit by the relevant taxing authority. Arcertain income tax position will not be recogniziitl has less than a 50% likelihood of
being sustained. Additionally, FIN 48 providesdpance on derecognition, classification, interest penalties, accounting in interim
periods, disclosure and transition.

On January 1, 2008, we adopted certain provisi6i®=AS No. 157, “Fair Value Measurements” (“SFAS)5 SFAS 157 provides a
single definition of fair value and a common franoekvfor measuring fair value as well as new disatesequirements for fair value
measurements used in financial statements. SFA&plies to reported balances that are requirgetionitted to be measured at fair
value under existing pronouncements; accordingly standard does not require any new fair valuesorements of reported balances.

In February 2008, the FASB issued Staff Positiofi¢&iive Date of FASB Statement No. 157" (FSP Na7-R), which delayed the
adoption date until January 1, 2009 for non-finahagsets and liabilities that are measured avédire on a non-recurring basis, such as
goodwill and identifiable intangible assets. Wendd expect the adoption of the SFAS 157 for noasirial assets and liabilities to have a
material impact on our consolidated financial gosibr results of operations.

On January 1, 2008, we also adopted SFAS No. I8% Fair Value Option for Financial Assets and Riial Liabilities” (“SFAS 159”),
which permits companies to choose to measure maagdial instruments and certain other items atfaiue. However, we have not
elected to measure any additional financial insemts or other items at fair value under the prowisiof this standard.

In March 2007, the FASB ratified the consensushieddy the Emerging Issues Task Force (EITF) amel$é. 07-3, “Accounting for
Nonrefundable Advance Payments for Goods or Ses\Reeived for Use in Future Research and DevelopAstivities” (“EITF 07-
3"). EITF 07-3 states that nonrefundable advaragnents for future research and development aetivithould be deferred and
capitalized. Such amounts should be recognizesh@&xpense as the goods are delivered or thedaatgices are performed. The
guidance is effective for all periods beginningeatbecember 15, 2007, which we adopted effectinerdiay 1, 2008. The adoption of EI
07-3 did not have a significant effect on our cdidsted financial statements.

In December 2007, the FASB issued SFAS No. 160nddatrolling Interests in Consolidated Financiat8ients - An Amendment of
ARB No. 51" ("SFAS 160"). SFAS 160 establishes ramgounting and reporting standards for the nomobimg interest in a subsidiary
and for the deconsolidation of a subsidiary. SFAS8 & effective for annual periods beginning omfter December 15, 2008. We do not
believe that the adoption of SFAS 160 will havégaiicant effect on our consolidated financialtstaents.

In December 2007, the FASB issued SFAS No. 14lideeV2007), “Business Combinations” ("SFAS 141RSFEAS 141R retains the
fundamental requirements of Statement No. 141 ¢owtt for all business combinations using the aitjon method (formerly the
purchase method) and for an acquiring entity tadbatified in all business combinations. Howetke new standard requires the
acquiring entity in a business combination to retpg all the assets acquired and liabilities assLiméhe transaction; establishes the
acquisition-date fair value as the measurementctibgefor all assets acquired and liabilities assdpand requires the acquirer to disclose
the information they need to evaluate and undedsttae nature and financial effect of the businesshination. SFAS 141R is effective
for acquisitions made on or after the first dayaohual periods beginning on or after December @682 We do not believe that the
adoption of SFAS 141R will have a significant effen our consolidated financial statements.
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In December 2007, the FASB ratified the consensashred by the Emerging Issues Task Force on EBUeI87-1, “Accounting for
Collaborative Arrangements” (“EITF 07-1"). EITF{7requires collaborators to present the resultctfities for which they act as the
principal on a gross basis and report any paynrestsived from (made to) other collaborators basedtber applicable GAAP or, in the
absence of other applicable GAAP, based on andtpgythoritative accounting literature or a reabdmarational, and consistently appli
accounting policy election. The guidance is effecfor fiscal years beginning after December )& We are currently in the process
evaluating whether the adoption of EITF 07-1 wdlk a significant effect on our consolidated finahstatements.

In October 2008, the FASB issued Staff Positiontdbmining the Fair Value of a Financial Asset witlea Market for That Asset is not
Active” (FSP No. 157-3). FSP No. 157-3 clarifiee application of SFAS 157 in a market that isaxitve and provides an example to
illustrate key considerations in determining thie ¥alue of a financial asset when market for fivencial asset is not active. This
guidance is effective upon issuance, includingrpiriods for which financial statements have resrbissued. The adoption of FSP No.
157-3 did not have a significant effect on our adidsted financial statements.

In June 2008, the FASB ratified the consensus difr E$sue No. 07-5, “Determining Whether an Instratrer Embedded Feature) Is
Indexed to an Entity’s Own Stock’{(“EITF 07-5"). EITF 07-5 provides aframework for evaluating the terms of a particutetrument to
determine whether such instrument is consideregtigative financial instrument. EITF (&is effective for financial statements issued
fiscal years beginning after December 15, 2008ranst be applied by recording a cumulative effequstchent to the opening balance of
retained earnings (or other appropriate comporafreguity) as of the date of adoption. We antichie adoption of EITF 07-5 will result
is the recognition of a liability for the warranssued in August 2008 as part of our private plaa@nef common stock of approximately
$2.9 million and a corresponding increase in stotddrs’ deficit as of January 1, 2009. Future gjeanin the fair value of the warrant
liability will be recognized as a component of éags (loss).

In April 2008, the FASB issued FASB Staff PositidRSP”) FAS 142-3, “Determination of the Useful &ibf Intangible Assets This

FSP amends the factors that should be considemebvigloping renewal or extension assumptions use@termine the useful life of a
recognized intangible asset under FASB StatementLi® Goodwill and Other Intangible Assef&he intent of this FSP is to improve the
consistency between the useful life of a recognim&ahgible asset under Statement 142 and thecpefiexpected cash flows used to
measure the fair value of the asset under FASE:®&it No. 141R, and other U.S. generally accepteduating principles. This FSP is
effective for our interim and annual financial staents beginning after November 15, 2008. We d@&xpéct the adoption of this FSP v
have a material impact on the our financial statese

Transactions with Olympus Corporation
Initial Investment by Olympus Corporation in Cytori

In 2005, we entered into a common stock purchasseatent (the “Purchase Agreementijh Olympus in which we received $11,000,!
in cash proceeds.

Under the Purchase Agreement, we issued 1,100t@0@sof common stock to Olympus. In addition,alg® granted Olympus an
immediately exercisable option to acquire 2,200,8i88res of our common stock at $10 per share, whiplred on December 31,
2006. Before its expiration, we accounted for tpsion as a liability.

The $11,000,000 in total proceeds we receivedarstgtond quarter of 2005 exceetlezlsum of (i) the market value of our stock ad as
(ii) the fair value of the option at the time weened into the share purchase agreement. The 0@ difference between the proceeds
received and the fair values of our common stockaption liability is recorded as a component deded revenues, related party in the
accompanying balance sheet. This difference wawded as deferred revenue since, conceptuallygxbess proceeds represent a
prepayment for future contributions and obligatiohE€ytori for the benefit of the Joint Venture ¢deelow), rather than an additional
equity investment in Cytori. The recognition oistdeferred amount is based on achievement oetlailestones, under a proportional
performance methodology. If and such revenuesem@gnized, deferred revenue will be decreasedn@tee2 — Revenue Recognition).

In a separate agreement entered into on Februa0B8, we granted Olympus an exclusive right tgotiate a commercialization
collaboration for the use of adipose regeneratélks ¢or a specific therapeutic area outside oflicaascular disease. In exchange for this
right, we received a $1,500,000 payment from Olysypthich was non-refundable but could be appliehtds a definitive commercial
collaboration in the future. As part of this agremt, Olympus would conduct market research arad glinical studies in collaboration
with us for the therapeutic area up to Decembe2B8@8 when this exclusive right expired. The $0,800 payment was received in the
second quarter of 2006 and recorded as deferrethues, related party. Accordingly, on Decembe2808, we recognized $1,500,000 as
other development revenue and reduced our defesxeshues, related party balance for the same amount
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In August 2006, we received an additional $11,000,@8om Olympus for the issuance of approximate800,000 shares of our common
stock at $5.75 per share under the shelf registratiatement filed in May 2006. The purchase psias determined by our closing price
August 9, 2006.

On August 11, 2008, we raised approximately $17@0®in gross proceeds from a private placeme@t8#5,517 unregistered shares of
common stock and 1,412,758 common stock warrarith ém original exercise price of $8.50 per sh&weg syndicate of investors
including Olympus Corporation, who acquired 1,000,0nregistered shares and 500,000 common stockntsin exchange for
$6,000,000 of the total proceeds raised.

As of December 31, 2008, Olympus holds approxingat8l7% (unaudited) of our issued and outstandirages. Additionally, Olympus
has a right, which it has not yet exercised, tagiege a director to serve on our Board of Dirextor

Formation of the Olympus-Cytori Joint Venture

On November 4, 2005, we entered into a joint venturd other related agreements (the “Joint Vemtgreements”) with Olympus. The
Joint Venture is owned equally by Olympus and us.

Under the Joint Venture Agreements:

« Olympus paid $30,000,000 for its 50% interest i thoint Venture. Moreover, Olympus simultaneoushtered into
License/Joint Development Agreement with the Jdehture and us to develop a second generation cochaystem ar
manufacturing capabilitie:

« We licensed our device technology, including théuG@en® System platform and certain related intellectualperty, to the Joil
Venture for use in future generation devices. €revices will process and purify regenerativescesiding in adipose tissue
various therapeutic clinical applications. In eaxfe for this license, we received a 50% interegité Joint Venture, as well as
initial $11,000,000 payment from the Joint Ventutlee source of this payment was the $30,000,00@riboted to the Joil
Venture by Olympus. Moreover, upon receipt of a i@&rk for the Celution®00 in January 2006, we received an additi
$11,000,000 development milestone payment fronddiiret VVenture

We have determined that the Joint Venture is abégiinterest entity (“VIE”) pursuant to FASB Inpeetation No. 46 (revised 2003),
“Consolidation of Variable Interest Entities - anidrpretation of ARB No. 51" (“FIN 46R"), but th&ytori is not the VIE's primary
beneficiary. Accordingly, we have accounted for imterests in the Joint Venture using the equigthod of accounting, since we can
have significant influence over the Joint Ventug®rations. At December 31, 2008, the carryirigevaf our investment in the Joint
Venture is $324,000.

We are under no obligation to provide additionalding to the Joint Venture, but may choose to doWe contributed $300,000 and
$150,000 to the Joint Venture during 2007 and 20&pectively. The Company made no contributionndu2008.

Put/Calls and Guarantees

The Shareholders’ Agreement between Cytori and @lgprovides that in certain specified circumstarafénsolvency or if we
experience a change in control, Olympus will hderights to (i) repurchase our interests in thetJenture at the fair value of such
interests or (ii) sell its own interests in thenid/enture to Cytori at the higher of (a) $22,0@D®r (b) the Put's fair value.

As of November 4, 2005, the fair value of the Paswletermined to be $1,500,000. At December 318 20d 2007, the fair value of the
Put was $2,060,000 and $1,000,000, respectivdiyctiations in the Put value are recorded in thesobidated statements of operations as
a component of change in fair value of option litibs. The fair value of the Put has been recom@ed long-term liability in the caption
option liability in our consolidated balance sheets

The valuations of the Put were completed usingmioo pricing theory based simulation analysis.(eeMonte Carlo simulation). The
valuations are based on assumptions as of thetiaiudate with regard to the market value of Cytord the estimated fair value of the
Joint Venture, the expected correlation betweervéhges of Cytori and the Joint Venture, the expéstolatility of Cytori and the Joint
Venture, the bankruptcy recovery rate for Cytdrg bankruptcy threshold for Cytori, the probabitifya change of control event for Cyti
and the risk free interest rate.
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The following assumptions were employed in estingathe value of the Put:

December December  November
31, 2008 31, 2007 4, 2005

Expected volatility of Cytori 68.0(% 60.0(% 63.2(%
Expected volatility of the Joint Ventu 68.0(% 60.0(% 69.1(%
Bankruptcy recovery rate for Cytori 21.0(% 21.0(% 21.0(%
Bankruptcy threshold for Cytori $ 16,740,000 $ 9,324,000 $10,780,00
Probability of a change of control event for Cyi 2.8(% 2.11% 3.04%
Expected correlation between fair values of Cyamd the Joint

Venture in the futur 99.0(% 99.0(% 99.0(%
Risk free interest rate 2.25% 4.04% 4.66%

The Put has no expiration date. Accordingly, wi egntinue to recognize a liability for the Putdamark it to market each quarter until it
is exercised or until the arrangements with Olymangsamended.

Olympus-Cytori Joint Venture

The Joint Venture has exclusive access to our tdoby for the development, manufacture, and supptie devices (second generation
and beyond) for all therapeutic applications. Oadater generation Celution® System is developelapproved by regulatory agencies,
the Joint Venture may sell such systems exclusiteelys at a formula-based transfer price; we hatamed marketing rights to the second
and all subsequent generation devices for all treartic applications of adipose regenerative cells.

As part of the various agreements with Olympuswilebe required, following commercialization ofgtloint Venture’s Celution®ysten
or Systems, to provide monthly forecasts to thatdéenture specifying the quantities of each catg@d devices that we intend to
purchase over a rolling six-month period. Althowgd are not subject to any minimum purchase remérgs, we are obliged to buy a
minimum percentage of the products forecasted by gach reports. Since we can effectively cortinelnumber of devices we will agree
to purchase and because no commercial devicesyeabeen developed to trigger the forecast requérgnwe estimate that the fair value
of this guarantee is de minimis as of Decembe2808.

In August 2007 we entered into a License and Rypysdireement with the Joint Venture. This Royaltyrdement provides us the ability
to commercially launch the Celuti@rSystem platform earlier than we could have othexwdisne so under the terms of the Joint Venture

Agreements. The Royalty Agreement allows for thle ®f the Cytori systems, including Celuti®B00/CRS and Celutiofi900/MB, until
such time as the Joint Venture’s products are comially available, subject to a reasonable royHigt will be payable to the Joint
Venture for all such sales. During the year eddedember 31, 2008, in connection with our salesunfCelution® 800/CRS System
products to the European and Asia-Pacific reconstrel surgery market, we incurred approximately %080 in royalty cost related to our
agreement with the Joint Venture. This cost ituiged as a component of cost of product revenuesrirtonsolidated condensed
statement of operations.

Deferred revenues, related party

As of December 31, 2008, the deferred revenuesteetparty account primarily consists of the comsition we have received in exchange
for contributions and obligations that we have adr® on behalf of Olympus and the Joint Ventuegsglany amounts that we have
recognized as revenues in accordance with our vevestognition policies set out in note 2). Thesetributions include product
development, regulatory approvals, and generaipa@ated pre-clinical and clinical trials to suppiie commercialization of the

Celution® System platform. Our obligations alsclirle maintaining the exclusive and perpetual beeto our device technology,
including the Celution® System platform and certatated intellectual property.
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Condensed financial information for the Joint Veatu

A summary of the unaudited condensed financialrmédion for the Joint Venture as of December 3D&8&nd 2007 and for the years
ended December 31, 2008, 2007, and 2006 and rdiatioc from the net loss of the joint venture tgt@i's equity loss from investment
in joint venture is as follows:

December 31 December 31

2008 2007
(Unaudited (Unaudited)
Balance Sheet:
Assets:
Cash $ 646,000 $ 713,00(
Amounts due from related pal 24,00( —
Prepaid insurance 9,00( 9,00(
Computer equipment and software, net 20,00( 24.,00(
Total assets $ 699,000 $ 746,00(
Liabilities and Stockholde’ Equity:
Accrued expenses $ 36,000 $ 27,00(
Amounts due to related
party 16,00( 72,00(
Stockholder’ equity 647,00( 647,00(
Total liabilities and stockholde’ equity $ 699,000 $ 746,00(
Years ended December 3!
2008 2007 2006
Statements of Operation (Unaudited) (Unaudited) (Unaudited)
Revenues
Royalty revenu $ 157,000 $ —  $ —
Operating expense
Research and development expe — — 11,000,00
General and administrative exper
Accounting and other corporate serv 75,00( 40,00( 172,00(
Quality system servici 64,00( 36,00( -
Othel 24,00( 10,00( 2,000
Operating expenses 163,00( 86,00( 11,174,00
Operating loss (6,000 (86,000 (11,174,00)
Other income (expense
Interest income 5,00( 7,00( -
Net los: $ (1,000 $ (79,000 $ (11,174,00)
Reconciliation to equity loss from investmen
in joint venture
Net los: $ (1,000 $ (79,000 $ (11,174,00)
Intercompany eliminations 88,00( (65,000 (11,026,00)
Net loss after intercompany eliminatis (89,000 (14,000 (148,000
Cytori's percentage of interest in joint
venture 5C0% 50% 50%
Cytori’s equity loss from investment in
joint
venture $ (45,000 $ (7,000 $ (74,000

Fair Value Measurements

As discussed in note 2, Fair Value of Financiatrimaents, we adopted SFAS 157 on January 1, 2868\S 157 emphasizes that fair
value is a market-based measurement, not an etégific measurement. Therefore, a fair value oreasent should be determined
based on the assumptions that market participamttdause in pricing the asset or liability. SFAS7lestablishes a three-level hierarchy
to prioritize the inputs used in the valuation t&iglies to derive fair values. The basis for failue measurements for each level within
the hierarchy is described below, with Level 1 hgvihe highest priority and Level 3 having the Istve

« Level 1: Quoted prices in active markets for idegitassets or liabilitie:



« Level 2: Quoted prices for similar assets or liéib# in active markets; quoted prices for idertarasimilar instruments in marke
that are not active; and mo-derived valuations in which all significant inpatise observable in active marke

« Level 3: Valuations derived from valuation techreégqun which one or more significant inputs are wasbable in active markets.
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The following table provides a summary of the retegd assets and liabilities that we measure avédile on a recurring basis:

Balance as o Basis of Fair Value Measurement:
December 31
2008 Level 1 Level 2 Level 3
Assets:
Cash equivalent $ 11,718,00 $ 11,718,00 $ — 3 —
Liabilities:
Put option liability $ (2,060,00) $ — — $ (2,060,00)

We use quoted market prices to determine the &direvof our cash equivalents, which consist of mpanarket funds and other highly
liquid, exchange-traded fixed income and equitysiéies, and therefore these are classified in Léwef the fair value hierarchy.

Our put option liability (see note 3) is valuedngsan option pricing theory based simulation arialfie., a Monte Carlo simulation).
Assumptions are made with regard to the marketevaftCytori and the estimated fair value of thentidenture, the expected correlat
between the values of Cytori and the Joint Ventine expected volatility of Cytori and the Jointitiere, the bankruptcy recovery rate
for Cytori, the bankruptcy threshold for Cytorigtprobability of a change of control event for Gytand the risk free interest

rate. Because some of the inputs to our valuatiodel are either not observable quoted priceseonat derived principally from or
corroborated by observable market data by coroelair other means, the put option liability is sified as Level 3 in the fair value
hierarchy.

The following table summarizes the change in ouwrell& put option liability value:

Year ended Year ended
December 31 December 31
Put option liability 2008 2007
Beginning balanc $ (1,000,00) $ (900,00()
Increase in fair value recognized in opera
expenses (1,060,000 (100,000
Ending balanci $ (2,060,00) $ (1,000,001

No other assets or liabilities are measured atvdire on a recurring basis, or have been measuirfadi value on a non-recurring basis
subsequent to initial recognition, on the accompagngonsolidated condensed balance sheet as ohiere31, 2008.

Gain on Sale of Asset

Spine & Orthopedics Product Line

In May 2007, we sold to Kensey Nash our intellecpwaperty rights and tangible assets related tospine and orthopedic bioresorbable
implant product line, a part of our MacroPore Biggry business. Excluded from the sale was owrddpin Film product line. We
received $3,175,000 in cash related to the dispositThe assets comprising the spine and orthepgedduct line transferred to Kensey
Nash were as follows:

Carrying Value

Prior to
DisEosition
Inventory $ 94,00(
Other current asse 17,00(
Assets held for sal 436,00(
Goodwiill 465,00(
$ 101200

We incurred expenses of $109,000 in connection thighsale during the second quarter of 2007. Asqgbahe disposition agreement, we
were required to provide training to Kensey Nagiresentatives in all aspects of the manufacturiogess related to the transferred spine
and orthopedic product line, and to act in the capaf a product manufacturer from the point deslirough August 2007. Because of
these additional manufacturing requirements, werded $196,000 of the gain related to the outstandianufacturing requirements, and
we recognized $1,858,000 as a gain on sale intéttensent of operations during the second quartg007. These manufacturing
requirements were completed in August 2007 as pldyend the associated costs were classified dghendeferred balance, reducing i
zero. No further costs or adjustments relatinthte product line sale were incurred subsequeAiigust 2007
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The revenues and expenses related to the spinertinmgedic product line transferred to Kensey Naslthe years ended December 31,
2007 and 2006 were as follows:

Years ended December 3!

2007 2006
Revenue! $ 792,000 $ 1,451,00!
Cost of product revenut (422,000 (1,634,001
Research & developme (113,000) (1,052,00i)
Sales & marketin (21,000 (163,000

6. Thin Film Japan Distribution Agreement
In the third quarter of 2004, we entered into atiistion Agreement with Senko. Under this agreetnere granted to Senko an exclusive
license to sell and distribute certain Thin Filnogucts in Japan. Specifically, the license coVéris Film products with the following
indications:
« Anti-adhesion
« Soft tissue support, and

« Minimization of the attachment of soft tissues thigbout the body

The Distribution Agreement with Senko commencesufpommercialization.” Essentially, commercialimat occurs when one or more
Thin Film product registrations are completed wtitea MHLW.

Following commercialization, the Distribution Agreent has a duration of five years and is renewfablan additional five years after
reaching mutually agreed minimum purchase guarantee

The Distribution Agreement also provides for usupply certain products to Senko at fixed pricesrdkie life of the agreement once we
have received approval to market these productapan. In addition to the product price, Senkdaidio be obligated to make royalty
payments to us of 5% of the sales value of anyymrtsdSenko sells to its customers during the tinste years post-commercialization.

At the inception of this arrangement, we receivél £00,000 license fee which was recorded as rdefeevenues in 2004. We have also
received $1,250,000 in milestone payments from 8e8ke “Revenue Recognition” under note 2 abovedopolicies with regard to the
timing of when these amounts will be recognizedeagnues.

As part of the Thin Film sales agreement we graM&®T a right to acquire our Thin Film-related irgst in Japan. This right expired
unexercised on May 31, 2007.

7. Short-term Investments

We did not have any short-term investments as aebder 31, 2008 and 2007, as all our excess castlusled with cash and cash
equivalents in the accompanying consolidated balaheets.

Proceeds from sales and maturity of short termstments for the years ended December 31, 2008, 202006 were $5,739,000,

$28,007,000 and $67,137,000, respectively. Graaizesl losses for such sales were approximate0®lfor the year ended December
31, 2006. There were no gross realized lossesuidr sales for the years ended December 31, 2@D20QY.
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8. Composition of Certain Financial Statement Captions
Inventories, net
As of December 31, 2008 and 2007, inventories,wete comprised of the following:

December 31 December 31

2008 2007
Raw material $ 712,000 $ —
Work in proces: 347,00( —
Finished good 1,084,00i —

$ 2,143,000 $ —

Other Current Assets
As of December 31, 2008 and 2007, other currertasgere comprised of the following:

December 31 December 31

2008 2007
Prepaid insuranc $ 208,000 $ 287,00(
Prepaid othe 390,00( 411,00(
Capitalized debt issuance co:
current 252,00( —
Other receivables 313,00( 66,00(
$ 1,163,000 $ 764,00(

Property and Equipment, net

As of December 31, 2008 and 2007, property andpegemt, net, were comprised of the following:

December 31 December 31
2008 2007
Manufacturing and development equipm $ 2,996,000 $ 2,833,00!
Office and computer equipme 2,665,00! 2,430,00!
Leasehold improvements 3,125,00! 3,124,00!
8,786,00! 8,387,001

Less accumulated depreciation and
amortization (6,234,001 (4,955,001
$ 2,552,000 $ 3,432,001

Accounts Payable and Accrued Expenses
As of December 31, 2008 and 2007, accounts payataleccrued expenses were comprised of the foltpwin

December 31 December 31

2008 2007
Accrued legal fee $ 1,196,000 $ 2,749,001
Accrued R&D studie: 1,110,00 1,263,00!
Accounts payabl 464,00( 479,00(
Accrued vacatiol 774,00( 816,00(
Accrued bonu: — 886,00(
Accrued expense 842,00( 623,00(
Deferred ren 305,00( 265,00(
Warranty reserv 23,00( 67,00(
Accrued accounting fee 302,00( 131,00(
Accrued payroll 72,00( 70,00(

$ 5,088,000 $ 7,349,001
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9. Commitments and Contingencie

We have contractual obligations to make paymenteases of office, manufacturing, and corporatesimguspace as follows:

Operating

Years Ending December 31 Leases

2009 1,754,001
2010 814,00(
2011 85,00(
2012 60,00(
2013 25,00(
2014 8,00(
Total $ 2,746,00

On May 24, 2005, we entered into a lease for 9190fi@re feet of space located at 3020 and 303@rCBibad, San Diego, California. 1
majority of our operations are located in this liaci The agreement bears monthly rent at anahitite of $1.15 per square foot, with
annual increases of 3%. The lease term is 57 repatimmencing on October 1, 2005 and expiring o BO, 2010. Payments for our
Callan Road location commenced in June 2006.

We also lease 4,027 square feet of office spa@ddaat 9-3 Otsuka 2-chome, Bunkyo-ku, Tokyo, Japgdre agreement bears rent at a
rate of $4.38 per square foot, for a term of twargeexpiring on November 30, 2009.

Additionally, we entered into a new lease during slecond quarter of 2008 for a 900 square feeffioEspace located at Via Gino
Capponi n. 26, Florence, ltaly. The lease agre¢mwvides for rent at a rate of $2.63 per squaeg, fexpiring on April 22,
2014. Additionally, we've entered into severaldeagreements for corporate housing for our empkogea international assignments.

Rent expense, which includes common area mainten&mcthe years ended December 31, 2008, 2002@d@ was $2,015,000,
$1,992,000 and $2,397,000, respectively.

We have entered into agreements with various einesearch organizations for pre-clinical andicihdevelopment studies, which have
provisions for cancellation. Under the terms ofsthagreements, the vendors provide a variety gfcgsrincluding conducting pre-clinical
development research, enrolling patients, recrgigiatients, monitoring studies and data analysignfents under these agreements
typically include fees for services and reimbursethtd expenses. The timing of payments due undesettagreements was estimated b.
on current schedules of pre-clinical and clinidabges in progress. As of December 31, 2008, we Ipae-clinical research study
obligations of $563,000 (all of which are expediethe complete within a year) and clinical reseatcidly obligations of $5,839,000
($4,000,000 of which are expected to be completeima year). Should the timing of the pre-cliniaad clinical trials change, the timing
of the payment of these obligations would also gean

During 2008, we entered into a supply agreemerit minimum purchase requirements clause. As of Déee 31, 2008, we have
minimum purchase obligations of $2,125,000 ($850,60which are to be expected to complete withyear).

We are subject to various claims and contingeneilesged to legal proceedings. Due to their natsmeh legal proceedings involve
inherent uncertainties including, but not limited ¢ourt rulings, negotiations between affectedigsiand governmental

actions. Management assesses the probabilityseffty such contingencies and accrues a liabitity@ discloses the relevant
circumstances, as appropriate. Management belteagsny liability to us that may arise as a resfiturrently pending legal proceedings
will not have a material adverse effect on ourfiicial condition, liquidity, or results of operat®as a whole.

Refer to note 10 for a discussion of our commitraemtd contingencies related to our interactionk thié University of California.

Refer to note 3 for a discussion of our commitmeamis contingencies related to our transactions @iytmpus, including (a) our obligati
to the Joint Venture in future periods and (b)&arput and call rights embedded in the arrangesneith Olympus.

Refer to note 6 for a discussion of our commitmamid contingencies related to our arrangements S4tiko.
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10. License Agreement

On October 16, 2001, StemSource, Inc. enteredaintexclusive worldwide license agreement with tegdts of the University of
California or UC, licensing all of UC’s rights te@itain pending patent applications being prosecoyedC and (in part) by the University
of Pittsburgh, for the life of these patents, vifte right of sublicense. The exclusive licensated to an issued patent number 6,777,231,
which we refer to as the ‘231 Patent, and variargdng applications relating to adipose-derivedhstells. In November 2002, we
acquired StemSource, and the license agreemerdsgamed to us.

The agreement, which was amended and restategtarSleer 2006 to better reflect our business maaddls for various periodic payme!
until such time as we begin commercial sales offaogucts utilizing the licensed technology. Upmhieving commercial sales of
products or services covered by the UC licenseesgeat, we will be required to pay variable earr@malties based on the net sales of
products sold. Minimum royalty amounts will incseaannually with a plateau in 2015. In additibreré are certain due diligence
milestones that are required to be reached asili cdshe agreement. Failure to fulfill these @sfones may result in a reduction of or loss
of the specific rights to which the affected mites relates.

In connection with the amendment of the agreemretite third quarter of 2006, we agreed to issueQ@shares of our common stock to
UC in the fourth quarter of 2006. At the time Hgreement was reached, our shares were trading&t fer share. The expense was
charged to general and administrative expense.

Additionally, we are obligated to reimburse UC fatent prosecution and other legal costs on argnpapplications contemplated by the
agreement. In particular, the University of Pitisih filed a lawsuit in the fourth quarter of 200&ming all of the inventors who had not
assigned their ownership interest in the ‘231 Ratethe University of Pittsburgh. It was seekadetermination that its assignors, rather
than UC'’s assignors, are the true inventors of2B& Patent. This lawsuit has subjected us towailidikely continue to subject us to
significant costs and expenses.

On August 9, 2007, the United States District Comrthe Court, granted the University of Pittsthisgnotion for Summary Judgment in
part, determining that the University of Pittsbusgassignors were properly named as inventors er2Bil Patent, and that all other
inventorship issues shall be determined accordirtbée facts presented at trial. The trial was boed in January 2008 and on June 9,
2008 the Court signed its final order which we reeé on June 12, 2008. The Court concluded thatMhiversity of Pittsburgls’ assignot
were the sole inventors of the ‘231 Patent. Ther€Codecision terminated UC's rights to the ‘23téht. Upon review of the Court’s
findings, we believe that the Court’s decision wasrror. The UC assignors have agreed to appealécision and a Notice of Appeal
was filed on July 9, 2008. If the UC assignorea of the Court’s decision is successful, UCHhts to the ‘231 Patent should be
reinstated.

We are not named as a party to the lawsuit, bupoesident, Marc Hedrick, is one of the inventdenitified on the ‘231 Patent and
therefore is a named individual defendant. Dueuolicense obligations to UC relating to tf231 Patent and other UC patent applicati
we have provided substantial financial and otheistance to the defense of the lawsuit. Since orrent products and products under
development do not practice the ‘231 Patent, oungny ongoing business activities and product dgwelent pipeline should not be
affected by the Court’s decision. Although the ‘Ztent is unrelated to our current products andyst pipeline, we believe that tH231
Patent and/or the other technology licensed fromni have long term potential to be useful for fatproduct developments, and so we
have elected to support UC'’s legal efforts in thpeal of the Court’s final order.

In the years ended December 31, 2008, 2007 and 2@06éxpensed $625,000, $2,418,000 and $2,18%68ectively, for legal fees
related to this license. These expenses havediessified as general and administrative expengleeimccompanying consolidated
financial statements. We believe that the $896d@f@0ued as of December 31, 2008 is a reasonairteags of our liability for the unpaid
expenses incurred through December 31, 2008.

11. Long-term Obligations

On October 14, 2008, we entered into a Loan andr@g@greement with General Electric Capital Cargtton and Silicon Valley Bank
(together, the “Lenders”) pursuant to which the dexs agreed to make term loans to the Companyeiadlyregate principal amount of
$15,000,000, and secured by property and asséte @dompany. An initial term loan of $7,500,0085d fees and expenses, funded on
October 14, 2008. The term loan accrues intetesfizaed rate of 10.58% per annum and is payabés a 37-month period. At maturity
of each term loan, we will also make a final paytrezjual to 5% ($375,000) of the term loan, andi¢eié as a discount to the loan. We
may incur additional fees if we elect to prepagi@tloan. In connection with the loan facility, @ctober 14, 2008, we issued to each
Lender a warrant to purchase up to 89,074 sharesrafommon stock at an exercise price of $4.21spare. These warrants are
immediately exercisable and will expire on Octobér2018. We could not access the remaining $70B00under this facility as we were
not able to meet certain financial prerequisited ttad been established by the Lenders.
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We allocated the aggregate proceeds of the termdetween the warrants and the debt obligationsdan their relative fair values in
accordance with Accounting Principle Board No. ARB 14), “ Accounting for Convertible Debt and Déssued with Stock Purchase
Warrants .” The fair value of the warrant issuedhte Lenders is calculated utilizing the Black-8ek option-pricing model. We are
amortizing the resultant discount of $564,000 dalierterm of the loan using the effective interesthnd, with effective interest rate being
21.28%. If the maturity of the debt is accelerdiedause of defaults or conversions, then the aratidi is accelerated. We were in
compliance with our financial and ndimancial covenants as of December 31, 2008. A3emfember 31, 2008, unamortized balance o
aggregate debt discount is $823,000.

Additional details relating to the above term |dhat is outstanding as of December 31, 2008, asgnted in the following table:

Remaining
Original Current Principal
Loan Interest Monthly (Face
Origination Date Amount Rate Payment* Term Value)
October 200¢ $ 7,500,00! 10.5¢% $ 71,00( 37 Month: $ 7,500,00!
* Current payment is interest only (stagt March 2009 monthly payment will be $263,000ckhncludes principal and intere

As of December 31, 2008, the future contractuaigipial payments on all of our promissory notesaaréollows:

For the Years Ending December 31

2009 $ 2,047,00!
2010 2,706,001
2011 2,747,001
Total $ 7,500,001

Reconciliation of Face Value to Book Valur

Total debt and lease obligation, including finaypent fee

(Face Value $ 7,914,001
Less: Debt Discount (823,000
Total: 7,091,001
Less: Current Portio (2,047,000
Long-Term Obligation $ 5,044,001

Additionally, we entered into a capital lease foeg printers for our main building. We recordetlezof the leased printers in our prope
plant, and equipment balance and accrued $39,0@@ignterm obligations, respectively.

Our interest expense for the years ended Decenih@088, 2007 and 2006 (all of which related toltzm entered into October 2008 and
promissory notes issued in connection with our AdeehMaster Security Agreement, which was fully rdpa 2008) was $420,000,
$155,000 and $199,000, respectively. For the gaded December 31, 2008, interest expense is atddulising the effective interest
method, therefore it is inclusive of non-cash amation in the amount of $178,000 related to th@wdiration of the debt discount and
capitalized loan fees.

12. Income Taxes
Due to our net loss position for the years endeceber 31, 2008, 2007 and 2006, and since we leaeeded a full valuation allowance

against deferred tax assets, there was no provigibenefit for income taxes recorded. There wereamponents of current or deferred
federal or state income tax provisions for the yesrded December 31, 2008, 2007, and 2006.
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A reconciliation of the total income tax provisitax rate to the statutory federal income tax r&t@486 for the years ended December 31,
2008, 2007 and 2006 is as follows:

2008 2007 2006
Income tax expense (benefit) at federal statutor
rate (34.00% (34.00% (34.00%
Stock based
compensation 0.5€¢% 0.92% 0.9%
Credits (1.670)% (4.87)% (2.72)%
Change in federal valuation
allowance 38.3t% 41.62% 34.52%
Equity loss on investment in Joint Ventt 0.06% 0.01% 0.12%
Other, net (3.39% (3.68)% 1.0%

0.0(% 0.0(% 0.0(%

The tax effects of temporary differences that gige to significant portions of the deferred tageds and deferred tax liabilities as of
December 31, 2008 and 2007 are as follows:

2008 2007
Deferred tax asset
Allowances and reserv $ 84,000 $ 55,00(
Accrued
expenses 452,00( 582,00(
Deferred revenue and gain on sale of as 4,950,00! 5,910,00!
Stock based compensati 2,965,00! 2,528,00!
Net operating loss carryforwar 48,265,00 37,704,00
Income tax credit carryforwarc 4,665,00! 4,140,001
Capitalized assets and ott 371,00( 284,00(
Property and equipment, principally due to differesin
depreciation 549,00( —
62,301,00 51,203,00
Valuation allowanct (61,965,00) (50,435,00)
Total deferred tax assets, net of allowance 336,00( 768,00(
Deferred tax liabilities
Property and equipment, principally due to differesin
depreciatior — (338,000
Intangibles (336,000 (430,000
Other — —
Total deferred tax liability (336,000 (768,000
Net deferred tax assets (liabilit $ — $ —

We have established a valuation allowance agaimrstet deferred tax asset due to the uncertaintpsgnding the realization of such
assets. Management periodically evaluates the eeability of the deferred tax asset. At such tireétés determined that it is more likely
than not that deferred assets are realizable,ahmtion allowance will be reduced. We have recom@ealuation allowance of $61,965,(
as of December 31, 2008 to reflect the estimatenuatnof deferred tax assets that may not be rehliée increased our valuation
allowance by approximately $11,529,000 for the y@ated December 31, 2008. The valuation allowamdedes approximately $579,000
related to stock option deductions, the benefivbich will be credited to equity if ever utilized.

At December 31, 2008, we had federal and statedawperating loss carryforwards of approximatel§ 177,000 and $98,679,000,
respectively. The federal and state net operatiag tarryforwards begin to expire in 2019 and 2@ddpectively, if unused. At December
31, 2008, we had federal and state tax credit frampards of approximately $3,364,000 and $3,043,086pectively. The federal credits
will begin to expire in 2017, if unused, and $18D®f the state credits will begin to expire in 2GDunused. The remaining state credits
carry forward indefinitely. In addition, we hadaeign tax loss carryforward of $4,142,000 and,$08 in Japan and ltaly, respectively.

The Internal Revenue Code limits the future avditgtof net operating loss and tax credit carryfards that arose prior to certain
cumulative changes in a corporation’s ownershipltieg in a change of our control. Due to prior @sship changes as defined in IRC
Section 382, a portion of the net operating losstan credit carryforwards are limited in their aahutilization. In September 1999, we
experienced an ownership change for purposes dRieSection 382 limitation. As of December 31, 20these pre-change net operating
losses and credits are fully available.

Additionally, in 2002 when we purchased StemSource, we acquedsEddl and state net operating loss carryforwafrdpproximately



$2,700,000 and $2,700,000, respectively. This etrgggered an ownership change for purposes of $R€tion 382. It is estimated that the
pre-change net operating losses and credits wililheavailable by 2008.

We have completed an update to our IRC Sectiors88% analysis through April 17, 2007. We havehad any additional ownership
changes based on this study.
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As a result of the adoption of SFAS 123R, we reamwindfall tax benefits associated with the elssrof stock options directly to
stockholders’ equity only when realized. Accordingleferred tax assets are not recognized foopetating loss carryforwards resulting
from windfall tax benefits occurring from January2D06 onward. At December 31, 2008, deferredchtmets do not include $1,193,000 of
excess tax benefits from stock-based compensation.

We adopted FIN 48 on January 1, 2007. There wergnecognized tax benefits as of the date of aoiopt
Following is a tabular reconciliation of the unrgoized tax benefits activity during 2008:
Unrecognized Tax Benefi—- December 31, 200 $ 716,00(
Gross increase- tax positions in prior perio —

Gross decreast— tax positions in prior perio —
Gross increas— curren-period tax position 236,00(

Settlement: —
Lapse of statute of limitatior —
Unrecognized Tax Benefi—- December 31, 200 $ 952,00(

None of the amount included in the FIN 48 liabilityecognized would affect the Company’s effectiag rate, since it would be offset by
an equal reduction in the deferred tax asset valuallowance. The Company’s deferred tax assetéudly reserved.

The Company did not recognize interest relatechteepgnized tax benefits in interest expense andlfies in operating expenses as of
December 31, 2008.

The Companys material tax jurisdictions are United States @atifornia. The Company is currently not underrakaation by the Intern:
Revenue Service or any other taxing authority.

The Company'’s tax years for 1999 and forward casuiigect to examination by the United States andd@aia tax authorities due to the
carryforward of net operating losses and reseageieldpment credits.

The Company does not foresee material changes ¢wass FIN 48 liability within the next twelve ntbas.
13. Employee Benefit Plan

We implemented a 401(k) retirement savings andtmsbéring plan (the “Plan”) effective January 899. We may make discretionary
annual contributions to the Plan, which is allodatethe profit sharing accounts based on the nuwibygears of employee service and
compensation. At the sole discretion of the BodrDicectors, we may also match the participantsitdbutions to the Plan. We made no
discretionary or matching contributions to the Ra@008, 2007 and 2006.

14. Stockholders Deficit
Preferred Stock

We have authorized 5,000,000 shares of $.001 pae ymeferred stock, with no shares outstandinof @ecember 31, 2008 and 2007. (
Board of Directors is authorized to designate #ies and conditions of any preferred stock we isgtleout further action by the comm:
stockholders.

Common Stock

In February 2007, we completed a registered dpabtic offering of units consisting of common staokd warrants. We received net
proceeds of $19,901,000 from the sale of unitsisting of 3,746,000 shares of common stock and3L(8X0 common stock warrants (w
an exercise price of $6.25 per share and a five-geercisability period) under our shelf regisiatstatement.

On February 8, 2008, we agreed to sell 2,000,080estof unregistered common stock to Green Hospitpply, Inc., a related party, for
$12,000,000 cash, or $6.00 per share in a privatk placement. On February 29, 2008, we closeditst half of the private placement
with Green Hospital Supply, Inc. and received $6,000. We closed the second half of the privaaegrhent on April 30, 2008 and
received the second payment of $6,000,000. As cEBer 31, 2008, Green Hospital Supply, Inc., @eel party, holds approximately
10.2% (unaudited) of our issued and outstandingesha
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On August 11, 2008, we raised approximately $17@0Din gross proceeds from a private placemeBt8#5,517 unregistered shares of
common stock and 1,412,758 common stock warrarith ém original exercise price of $8.50 per shéoe) syndicate of investors
including Olympus Corporation, who acquired 1,000,@nregistered shares and 500,000 common stoclantatin exchange for
$6,000,000 of the total proceeds raised.

We have accounted for the warrants as permaneityegonsistent with EITF 00-19, “Accounting for Bxative Financial Instruments
Indexed to, and Potentially Settled in, a Compa®@u Stock”. The warrants must be settled throaiglash exercise whereby the warrant
holder exchanges cash for shares of Cytori comramk sunless the exercise occurs when the relagidtration statement is not effecti

in which case the warrant holder can only exerttiseugh the cashless exercise feature of the wiaagmneement.

In June 2008, the FASB ratified the consensus difr E$sue No. 07-5, “Determining Whether an Instratrer Embedded Feature) Is
Indexed to an Entity’s Own Stock’{(“EITF 07-5"). EITF 07-5 provides aframework for evaluating the terms of a particutetrument to
determine whether such instrument is consideregtigative financial instrument. EITF (&is effective for financial statements issued
fiscal years beginning after December 15, 2008ranst be applied by recording a cumulative effequstchent to the opening balance of
retained earnings (or other appropriate comporareguity) as of the date of adoption. We anticphie adoption of EITF 07-5 will result
is the recognition of a liability for the warranssued in August 2008 as part of our private plaa@nef common stock of approximately
$2.9 million and a corresponding increase in stotddrs’ deficit as of January 1, 2009. Future cleanig the fair value of the warrant
liability will be recognized as a component of éags (loss).

Warrant Adjustments

Our issuance of warrants with an exercise prick4o21 per share to the Lenders, triggered an adgrstto the exercise price and number
of shares issuable under the warrants issued &siaks in our August 2008 private placement finagciAs a result, the common stock
warrants issued on August 11, 2008, are currentiyctsable for 1,413,896 shares of our common sabei exercise price of $8.49 per
share.

Treasury Stock

On August 11, 2003, the Board of Directors auttegtithe repurchase of up to 3,000,000 shares afauamon stock in the open market,
from time to time until August 10, 2004 at a pureh@rice per share not to exceed €15.00, basdtkaxthange rate in effect on August
11, 2003. During 2003, we repurchased 614,099 stwdreur Common Stock at an average cost of $3e8$ipare for a total of $2,266,0

In 2003, we sold 150,500 shares of treasury stock$42,000 at an average price of $3.60 per sfiiebasis of the treasury stock sold
was the weighted average purchase price or $3.68hagee with the difference of $10,000 accountedfoa reduction to additional paid-in
capital.

On December 6, 2003, we exchanged 1,447,755 sbhcesnmon stock (all listed on the Frankfurt Sté&oichange) held in our treasury

for 1,447,755 of our unlisted outstanding commaristissued to former StemSource shareholders. 8004yas accounted for as a charge
against additional paid-in capital relating to tiference between the weighted average purchase @nd fair market value of the listed
shares held in treasury at the time of the exchange

In 2004, we repurchased 27,650 shares of our constoak for $76,000 on the open market at a prick2of5 per share. Additionally in
2004, we repurchased 262,602 shares of our comtonok ®r $976,000 from a former director and offioé StemSource at a price of
$3.72 per share.

Our repurchase program expired on August 10, 20Gthave no plans to initiate a new repurchase progt this time.

In April 2007, we sold 1,000,000 shares of unregest common stock from our treasury to Green HakBitipply, Inc. for $6,000,000
cash, or $6.00 per share. The basis of the treasoeck sold was the weighted average purchase,wic$3.62 per share, and the
difference of $2.38 per share, or $2,380,000, wasunted for as an increase to additional paicapitel.

15. Stockholders Rights Plan

On May 28, 2003, the Board of Directors declarelivadend distribution of one preferred share pusehdaght (a “Right”) for each
outstanding share of our common stock. The dividenmhyable to the stockholders of record on JUh€Q@03, and with respect to shares
of common stock issued thereafter until the Disttidm Date (as defined below) and, in certain ainstances, with respect to shares of
common stock issued after the Distribution Datecdgt as set forth below, each Right, when it besoexercisable, entitles the registered
holder to purchase from us one one-thousandth Q0th) of a share of our Series RP Preferred
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Stock, $0.001 par value per share (the “Prefertedkd), at a price of $25.00 per one one-thousai(tith000th) of a share of Preferred
Stock, subject to adjustment. Each share of theePeel Stock would entitle the holder to our comnstock with a value of twice that paid
for the Preferred Stock. The description and tesfitie Rights are set forth in a Rights Agreeméme (Rights Agreement”) between us
and Computershare Trust Company, Inc., as Righefglated as of May 29, 2003, and as amended grlRl2005 and August 28,
2007.

The Rights attach to all certificates represensingres of our common stock outstanding, and ackereed by a legend on each share
certificate, incorporating the Rights Agreementéference. The Rights trade with and only withdksociated shares of our common
stock and have no impact on the way in which haldan trade our shares. Unless the Rights Agreewssnto be triggered, it would have
no effect on the Company’s consolidated balancetstreincome statement and should have no taxteffethe Company or its
stockholders. The Rights Agreement is triggerechupe earlier to occur of (i) a person or groufifiated or associated persons having
acquired, without the prior approval of the Bodrdneficial ownership of 15% or more of the outstagéghares of our common stock or

(ii) 10 days, or such later date as the Board negrchine, following the commencement of or annouorer® of an intention to make, a
tender offer or exchange offer the consummatiowlith would result in a person or group of affiéidtor associated persons becoming an
Acquiring Person (as defined in the Rights Agreethexcept in certain circumstances (the “DistribntDate”). The Rights are not
exercisable until the Distribution Date and willpine at the close of business on May 29, 2013,ssnlee redeem them earlier.

Stock-based Compensatior

During 2004, we adopted the 2004 Equity IncentilaRthe “2004 Plan”), which provides our employeatisectors and consultants the
opportunity to purchase our common stock throughauelified stock options, stock appreciation righéstricted stock units, or restrict
stock and cash awards. The 2004 Plan initiallyides for issuance of 3,000,000 shares of our comsiack, which number may be
cumulatively increased (subject to Board discrgtmman annual basis beginning January 1, 2005 hndmnual increase shall not exceed
2% of our then outstanding stock. As of Decemligr2B08, there are 2,190,450 securities remainiigaaailable for future issuances
under 2004 Plan, which is exclusive of securitgebd issued upon an exercise of outstanding optwaisants, and rights.

During 1997, we adopted the 1997 Stock Option andkSPurchase Plan (the “1997 Plan”), which prositte the direct award or sale of
shares and for the grant of incentive stock opt{6I&0s”) and non-statutory options to employeegators or consultants. The 1997
Plan, as amended, provides for the issuance af df00,000 shares of our common stock. The eseeqice of ISOs cannot be less than
the fair market value of the underlying shareshendate of grant. ISOs can be granted only to eygpla The 1997 Plan expired on
October 22, 2007.

Generally, awards issued under the 2004 Plan ot98& Plan are subject to four-year vesting, ane lzacontractual term of 10
years. Most awards contain one of the following testing provisions:

» 12/48 of a granted award will vest after one ydareovice, while an additional 1/48 of the awardl wést at the end of each mo
thereafter for 36 months, |

« 1/48 of the award will vest at the end of each manter a four-year period.
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A summary of activity for the year ended Decemlier2908 is as follows:

Weighted Average
Options Exercise Price
Balance as of January 1, 2C 6,007,27! $ 4.8t
Grantec 534,25( $ 5.21
Exercisec (388,53 $ 2.04
Expired (146,77) $ 6.5(C
Cancelled/forfeitec (77,509 ¢ 5.6¢
Balance as of December 31, 2008 5928,70 ¢ 5.02
Weighted
Average
Weighted Remaining
Average Contractual Aggregate
Options Exercise Price Term (years) Intrinsic Value
Balance as of December 31, 2008 5,928,700 $ 5.02 534 § 936,81!
Vested and expected to vest at Decem
31, 2008 5,825,491 $ 5.0C 52¢ § 933,67¢
Vested and exercisable at December
2008 4,775,051 $ 4.8t 46z $ 901,75¢

The following table summarizes information abouti@ps outstanding as of December 31, 2008:

Options Outstanding Options Exercisable
Weighted
Weighted Average Weighted
Average Remaining Average
Number of Exercise Contractual Life Number of Exercise
Range of Exercise Price Shares Price in Years Shares Price
Less than $2.0 32,21¢ $ 0.72 0.5 32,21¢ $ 0.72
$ 2.00-3.9¢ 1,538,16! $ 3.0¢ 3.7 1,488,78 $ 3.07
$ 4.00-5.9¢ 2,759,82; $ 4.7¢ 6.4 1,989,17' $ 4.5¢
$ 6.00-7.9¢ 1,265,33. $ 6.8¢ 5.1 1,013,06. $ 6.8¢
$ 8.00-9.9¢ 256,16° $ 8.67 6.9 174,81 $ 8.6¢
More than $10.00 77,000 ¢ 13.1¢ 1.2 77,000 $ 13.1¢

5,928,70 4,775,05!

The total intrinsic value of stock options exerdiseas $1,849,000, $1,758,000, and $1,913,000 éyélars ended December 31, 2008,
2007 and 2006, respectively.

The fair value of each option awarded during tharynded December 31, 2008, 2007, and 2006 wasatstl on the date of grant using
the Black-Scholes-Merton option valuation modeldshsn the following weighted-average assumptions:

Years ended December 3!

2008 2007 2006
Expected tern 5 year: 6 year 6 year
Risk-free interest rat 2.85% 4.5% 4.5(%
Volatility 59.62% 74.61% 78.61%
Dividends — — —
Resulting weighted average grant ¢
fair value $ 271 $ 374 $ 5.2¢

Through December 31, 2007, the expected term agmmpas estimated using the “simplified method;"described in Staff Accounting
Bulletin No. 107, “Share-Based Payment” (“SAB 1077his method estimates the expected term of éinropased on the average of the
vesting period and the contractual term of an opdward. Starting January 1, 2008, followingdgliédance of Staff Accounting Bulletin
No. 110, “Share-Based Payment” we calculated tipeeted term of our stock options based on our tiistidata. The expected term is
calculated for and applied to all employee awagda aingle group as we do not expect (nor doesrfdat data suggest) substantially
different exercise or post-vesting termination hébiamongst our employee population. The faiueabf each option awarded during the
year ended December 31, 2008 was estimated assamiggpected term of 5.0 years.

We estimate volatility based on the historical tiitg of our daily stock price over the period pegling grant date commensurate with the
expected term of the optio



The weighted average risk-free interest rate rgpsshe interest rate for treasury constant nigtinstruments published by the Federal
Reserve Board. If the term of available treasunystant maturity instruments is not equal to theeexgd term of an
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employee option, we use the weighted average ditbd-ederal Reserve securities closest to theategdeerm of the employee option.

The dividend yield has been assumed to be zer@ga)have never declared or paid any dividendgando not currently anticipate
paying any cash dividends on our outstanding shafresmmon stock in the foreseeable future.

The following summarizes the total compensatiorn oesognized in the accompanying financial statesen

Years ended December 3!

2008 2007 2006
Total compensation cost for share-based
payment arrangements recognized in the
statement of operations (net of tax of . $ 2,257,000 $ 2,310,000 $ 3,220,001

As of December 31, 2008, the total compensatiohretsted to non-vested stock options not yet raczagl for all of our plans is
approximately $3,494,000. These costs are expéated recognized over a weighted average periddeaf years.

In calculating the fair value of option awards geaghafter January 1, 2006, we generally used the saethodologies and assumptions
employed prior to our adoption of SFAS 123R. Fstance, our estimate of expected volatility iselbaesxclusively on our historical
volatility, since we have granted options that ymstly based on the passage of time and othemes# the criteria to exclusively rely on
historical volatility, as set out in SAB 107. Wildhowever, change our policy of attributing thestcof share-based payment awards
granted after January 1, 2006 from the “gradedmngstpproach” to the “straight-linehethod. We believe that this change more accur
reflects the manner in which our employees veanioption award.

Cash received from stock option and warrant exesdisr the years ended December 31, 2008, 2002@0®&Iwas approximately
$795,000, $1,875,000, and $920,000, respectivBiAS 123R requires that cash flows resulting framdeductions in excess of the
cumulative compensation cost recognized for opterescised (excess tax benefits) be classifiedsls mflows provided by financing
activities and cash outflows used in operatingvitigs. No income tax benefits have been recora&ted to the stock option
exercises. SFAS 123R prohibits recognition oftiarefits for exercised stock options until suchdfigm are realized. As we presently
have tax loss carryforwards from prior periods arpect to incur tax losses in 2008, we are not tbkeenefit from the deduction for
exercised stock options in the current reportingoge

In November 2005, the FASB issued Staff PositiocBR)-No. FAS 123(R)-3, “Transition Election Relatedccounting for Tax Effects of
Share-Based Payment Awards” (FSP 123R-3). We Haeted to adopt the alternative transition methaviged in the FSP 123R-3 for
calculating the tax effects of stock-based compms@ursuant to SFAS 123R. The alternative trasitnethod includes simplified
methods to establish the beginning balance of tRECApool related to the tax effects of employeelstoased compensation, and to
determine the subsequent impact on the APIC pablGomsolidated Statements of Cash Flows of theffects of employee stock-based
compensation awards that are outstanding upon iagopt SFAS 123R.

To settle stock option awards that will be exertjsee will issue new shares of our common stockDécember 31, 2008, we have an
aggregate of 64,104,526 shares authorized andablatio satisfy option exercises under our plans.

Cash used to settle equity instruments grantedristdge-based payment arrangements amounted toafiQoeriods presented.
Award Modifications

On August 2, 2007, our Senior Vice President — Re$e- Regenerative Cell Technology (“VR&rminated employment with us. We p
the former VP a lump sum cash severance paymeb@&667 and extended the exercise period of hd0B85yested stock options through
December 31, 2007. In addition to the cash secerpayment, we recorded stock based compensatpEmss of $5,741 in the third
quarter of 2007, which reflects the incremental Yailue of the extended vested stock options (thefair value of the original awards at
the modification date).

In connection with the sale of our HYDROSORB™ spamel orthopedics surgical implant product line,eliminated the positions of two
less senior employees on August 31, 2007. Atithe these positions were eliminated, we (a) acatddrthe vesting of 2,084 unvested
stock options held by these two employees, anéxXtended the exercise period of 37,292 vested stptitkns owned by them through
December 31, 2008. 16,041 unvested stock optielisly these two employees were forfeited.

In connection with the above modifications andéo@dance with SFAS 123R, we recorded additiormadksbased compensation expense

of $58,402 in the year ended December 31, 2003 casnponent of general and administrative. Thégh constitutes the entire expense
related to the modification of these options, anduture period charges will be required.
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Marshall G. Cox retired from our board of direct@ad his employment by the Company thereby ceaseti)ay 3, 2007. We
subsequently entered into a consulting agreemehtMii. Cox whereby he will continue to provide sees to the Company through
March 1, 2009. Subject to his continued servicthéoCompany, all of Mr. Cog’outstanding stock options previously grantednoih his
capacity as a director will continue to vest ancekercisable, in accordance with their originairter As of May 3, 2007, Mr. Cox held a
total of 91,250 unvested stock options. After N8ayY007, the fair value of Mr. Cox’s unvested stopkions will be remeasured each
reporting period until they fully vest. There was additional stock based compensation expensedet@s a result of the modification of
Mr. Cox’s options.

In May 2006, our Senior Vice President of Finanee Administration, Treasurer, and Principal AccaogtOfficer terminated full-time
employment with us. In connection with his ftilhe employment termination, we extended the egerperiod of his 204,997 vested st
options as of May 31, 2006 to December 31, 2000reldver, we entered into a part-time employmerg@gent with him according to
which all stock option vesting ceased as of May28I06, resulting in the cancellation of 75,003 wested stock options on May 31, 2006.

In connection with a broader reduction in force,eliminated the positions of our Senior Vice Prenit Business Development, and Vice
President, Marketing & Development, on July 25,&200e subsequently entered into short-term empémtragreements with the
individuals formerly holding these positions. Téésdividuals continued to provide service to uofeing the elimination of their former
positions on July 25, 2006. At the time these fimss were eliminated, 142,686 non-vested stoclooptheld by these two employees
were forfeited. Moreover, subject to certain fiefitns, we extended the exercise period for 328 \sted stock options held by these
employees to December 31, 2007.

We also eliminated the position of a less senigplegree on July 31, 2006. Simultaneously, we cargihthe individuak employment in
new capacity; however, we cancelled 8,125 non-destigck options held by this individual on July 2006.

In connection with the above modifications andéna@dance with SFAS 123R, we recorded additionpéage of $567,000 in the year
ended December 31, 2006, as components of resaadctievelopment, general and administrative ared sald marketing expense. This
charge constitutes the entire expense relatecesethptions, and no future period charges willogiired.

Non-Employee Stock Based Compensation

In the fourth quarter of 2007, we granted an opt®purchase 22,500 shares of our common stocktmaemployee scientific

advisor. The stock option has a contractual tefriDoyears and 7,500 shares vested on May 31, 20@8two remaining tranches of
7,500 shares each to vest on May 31, 2009 and 20bfkct to the individual’s continued servicetie Company. This scientific advisor
will also be receiving cash consideration as ses/are performed. We will remeasure the fair valuiis advisor's unvested stock
options each reporting period until they fully vesmtd the resulting stock based compensation egpeitishe recorded as a component of
research and development expenses.

17. Related Party Transactions

Refer to note 3 for a discussion of related paapdactions with Olympus and note 14 for a disaussf related party transactions with
Green Hospital Supply, Inc.
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18. Quarterly Information (unaudited)

The following unaudited quarterly financial infortizan includes, in management’s opinion, all themakand recurring adjustments
necessary to fairly state the results of operatinsrelated information for the periods presented.

For the three months endec
March 31, June 30, September 3C December 31

2008 2008 2008 2008
Product revenue $ 153,000 $ 1,404,000 $ 2,319,000 $ 652,00(
Gross profil 93,00( 729,00( 1,671,001 181,00(
Development revenue 811,00( 12,00( 1,00( 1,501,001
Operating expenst 9,232,00! 9,113,00! 8,481,00! 7,934,00!
Other income 55,00( (41,000 (8,000 (281,000
Net loss $(8,273,00) $(8,413,000 $ (6,817,00) $ (6,533,000
Basic and diluted net loss per sh $ (039 ¢ (0.39 $ (0.29 $ (0.22)

For the three months endec
March 31, June 30, September 3C December 31

2007 2007 2007 2007
Product revenue $ 280,000 $ 512,000 $ — $ —
Gross profil 55,00( 315,00( — —
Development revenus 45,00( 1,814,001 3,373,00! 25,00(
Operating expenst 8,908,00! 8,245,00! 8,983,00! 10,841,00
Other income 139,00( 2,120,00! 282,00( 137,00(
Net loss $(8,669,00) $(3,996,000 $ (5,328,00) $ (10,679,00)
Basic and diluted net loss per share $ (049 ¢ (0179 $ (0.22) $ (0.44)

Iltem 9 . Changes in and Disagreements with Accourmés on Accounting and Financial Disclosure
Not applicable.

Item 9A . Controls and Procedures
Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and proceduresatetiesigned to ensure that information requindaetdisclosed in our reports filec
furnished pursuant to the Exchange Act is recorgeatessed, summarized and reported within the pieniods specified in the
Securities and Exchange Commissgniles and forms, and that such information isiaedated and communicated to our manager
including our Chief Executive Officer and Chief Rirtial Officer, as appropriate, to allow for timelgcisions regarding required
disclosure. In designing and evaluating the dmale controls and procedures, management recoghieany controls and procedures,
no matter how well designed and operated, can geoanly reasonable assurance of achieving theedesantrol objectives, and
management necessarily is required to apply itgueht in evaluating the cost-benefit relationsHipassible controls and procedures.

As required by Rule 13a-15(b) under the Exchange we carried out an evaluation, under the supienviand with the participation of

our management, including our Chief Executive @ffiand Chief Financial Officer, of the effectives@s the design and operation of

our disclosure controls and procedures as of tdeoéthe period covered by this Annual Report offfrd 0-K. Based on the foregoing,
our Chief Executive Officer and Chief Financial ©r concluded that our disclosure controls andgdares were effective and were

operating at a reasonable assurance level as eniizr 31, 2008.

Management’s Report on Internal Control Over Finah&eporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@gorting, as such term is defir
in Exchange Act Rule 13a-15(f). Under the supéwisind with the participation of our managememtjuiding our Chief Executive
Officer and Chief Financial Officer, we have contiiban evaluation of the effectiveness of our maecontrol over financial reporting
based on the framework in Internal Control - Inteégd Framework issued by the Committee of Spong@imganizations of the
Treadway Commission. Because of its inherent litiites, internal control over financial reporting ynaot prevent or detect
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjec¢héorisk that controls may become
inadequate because of changes in conditions, ptitealegree of compliance with
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the policies or procedures may deteriorate. Baseour evaluation under the framework in Internahtol - Integrated Framework, our
management concluded that our internal control &mancial reporting was effective as of Decembkr2)08.

The effectiveness of our internal control over fio@l reporting as of December 31, 2008 has beditealby KPMG LLP, an
independent registered public accounting firm,taged in their report which is included herein.

Changes in Internal Control over Financial Repogtin

There have been no changes in our internal coowe financial reporting during the quarter endegt&nber 31, 2008 that have
materially affected, or are reasonably likely totemilly affect, our internal control over finankiaporting.

Item 9B . Other Information

None.
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PART Il
Iltem 10 . Directors, Executive Officers and Corporée Governance
The information called for by Item 10 is incorp@dtherein by reference to the material under tp&aras “Election of Directors” and
“Directors, Executive Officers and Corporate Gowrce” in our proxy statement for our 2009 annuatldtolders’ meeting, which will be
filed with the SEC on or before April 30, 2009.

ltem 11 . Executive Compensation

The information called for by Item 11 is incorpa@therein by reference to the material under tpia@a“Executive Compensationfi our
proxy statement for our 2009 annual stockholdersétimg, which will be filed with the SEC on or begdApril 30, 2009.

Item 12 . Security Ownership of Certain BeneficiaDwners and Management and Related Stockholder Matts

The information called for by Item 12 is incorpa@therein by reference to the material under tpaa“Security Ownership of Certain
Beneficial Owners and Management” in our proxyestagnt for our 2009 annual stockholders’ meetingcwvill be filed with the SEC on or
before April 30, 2009.
Item 13 . Certain Relationships and Related Transamns, and Director Independence

The information called for by Item 13 is incorp@@atherein by reference to the material under tp&aa“Information Concerning
Directors and Executive Officers- Certain Relatliips and Related Transactions” in our proxy staterfex our 2009 annual stockholders’
meeting, which will be filed with the SEC on or bed April 30, 2009.

Item 14 . Principal Accountant Fees and Services

The information called for by Item 14 is incorp@dtherein by reference to the material under tpéaa“Principal Accountant Fees and
Services” in our proxy statement for our 2009 ahstzckholders meeting, which will be filed withetliSEC on or before April 30, 2009.
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PART IV

Iltem 15 . Exhibits, Financial Statement Schedules

@ (1) Financial Statements
Reports of KPMG LLP, Independent Registered Pulsticounting Firm
Consolidated Balance Sheets as of December 31, &00D2007
Consolidated Statements of Operations and Compsalehoss for the years ended December 31, 20@%, 26d 200t
Consolidated Statements of Stockhol’ Equity (Deficit) for the years ended December 310& 2007 and 20C
Consolidated Statements of Cash Flows for the yeradled December 31, 2008, 2007 and -

Notes to Consolidated Financial Stateme

@) (2) Financial Statement Schedule
SCHEDULE Il — VALUATION AND QUALIFYING ACCOUNTS

For the years ended December 31, 2008, 2007 ar@l 200
(in thousands of dollars)

Additions/
Balance at (Reductions) Charged to
beginning of ((charges)/ credits t Other Balance at
year expense) Accounts  Deductions end of year
Allowance for doubtful
accounts
Year ended December 31,
2008 $ 13 121 $ — $ — $ 122
Year ended December 31,
2007 $ 2% 19 — $ 2% 1
Year ended December 31,
2006 $ 9% — $ — ns 2
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(@) (3) Exhibits

Exhibit

Number Description

25 Asset Purchase Agreement dated May 30, 2007nthypatween Cytori Therapeutics, Inc. and MacroPaeuisition Sub, Inc
(filed as Exhibit 2.5 to our Form -Q Quarterly Report as filed on August 14, 2007 @wdrporated by reference here

3.1 Amended and Restated Certificate of Incorporatfied as Exhibit 3.1 to our Form 10-Q Quarterly Repas filed on August 13,
2002 and incorporated by reference her

3.2 Amended and Restated Bylaws of Cytori Therapeulies,(filed as Exhibit 3.2 to our Form -Q Quarterly Report, as filed «
August 14, 2003 and incorporated by reference hg

3.3 Certificate of Ownership and Merger (effecting nachange to Cytori Therapeutics, Inc.) (filed as iBikI8.1.1 to our Form 1-Q,
as filed on November 14, 2005 and incorporateceligrence hereir

4.1 Rights Agreement, dated as of May 19, 2003, betv@gari Therapeutics, Inc. and Computershare T@gshpany, Inc. as Righ
Agent, which includes: as Exhibit A thereto, ther®f Certificate of Designation, Preferences aimghk of Series RP
Preferred Stock of Cytori Therapeutics, Inc.; akiBix B thereto, the Form of Right Certificate; aagd Exhibit C thereto, the
Summary of Rights to Purchase Series RP Prefetmk Hfiled as Exhibit 4.1 to our Form 8-A which sviled on May 30,
2003 and incorporated by reference her

41.1 Amendment No. 1 to Rights Agreement dated as of Mjy2005, between Cytori Therapeutics, Inc. anch@gaershare Tru
Company, Inc. as Rights Agent (filed as Exhibit .tb our Form 8-K, which was filed on May 18, 2081 incorporated by
reference herein

4.1.2 Amendment No. 2 to Rights Agreement, dated as @fuAti28, 2007, between us and Computershare Tamspény, N.A. (as
successor to Computershare Trust Company, IncRijgids Agent (filed as Exhibit 4.1.1 to our ForaK8which was filed on
September 4, 2007 and incorporated by refereneam)e

10.1# Amended and Restated 1997 Stock Option and Stoah&se Plan (filed as Exhibit 10.1 to our Form d@istration statement,
amended, as filed on March 30, 2001 and incorpdrayereference hereil

10.1.1# Board of Directors resolution adopted November@@&regarding determination of fair market valuedimck option grar
purposes (incorporated by reference to Exhibit@.Q.filed as exhibit 10.10.1 to our Form 10-K AnhR&port, as filed on
March 30, 2007 and incorporated by reference hg

10.2+ Development and Supply Agreement, made and enteteds of January 5, 2000, by and between the @agnpnd Medtronic
(filed as Exhibit 10.4 to our Form 10 registrat&tatement, as amended, as filed on June 1, 200themgborated by referen
herein)

10.3+ Amendment No. 1 to Development and Supply Agreenedfective as of December 22, 2000, by and betviieeiCompany an
Medtronic (filed as Exhibit 10.5 to our Form 10 isttation statement, as amended, as filed on JuB@Qil and incorporated
by reference hereir

10.4+ License Agreement, effective as of October 8, 2092and between the Company and Medtronic PS Mediea (filed as
Exhibit 2.2 to our Current Report on Forl-K which was filed on October 23, 2002 and incorpedleby reference herei

10.5+ Amendment No. 2 to Development and Supply Agreenedfactive as of September 30, 2002, by and betwlee Company and
Medtronic, Inc. (filed as Exhibit 2.4 to our CurtdReport on Form 8-K which was filed on October 2802 and incorporated
by reference hereir

10.7 Amended Master Security Agreement between the Caoynaad General Electric Corporation, September3Z€i&d as
Exhibit 10.1 to our Form 1-Q Quarterly Report, as filed on November 12, 2008 iacorporated by reference here

10.8# Asset Purchase Agreement dated May 7, 2004 bet@gtemi Therapeutics, Inc. and MAST Biosurgery A@ed as Exhibit 2.1 t
our Form &K Current Report, as filed on May 28, 2004 and ipooated by reference hereil

10.8.1 Settlement Agreement dated August 9, 2005, betWwe®B8T Biosurgery AG, MAST Biosurgery, Inc. and ther@pany (filed a:
Exhibit 10.26 to our Form -Q, which was filed on November 14, 2005 and incoapexd by reference herei

10.9# Offer Letter for the Position of Chief Financialf@ér dated June 2, 2004 between the Company aml $kad (filed as

Exhibit 10.18 to our Form -Q Quarterly Report, as filed on August 16, 2004 imcdrporated by reference here



10.10#

10.10.1#

10.11

10.12#

10.13#

10.14#

10.15#

10.16#

10.17#

10.18#

10.19#

10.20

10.21#

10.22

10.23

10.24#

10.25#

10.26#

10.27+

10.28+
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this registration
statement to be signed on its behalf by the ungleesi, thereunto duly authorized.

CYTORI THERAPEUTICS, INC

By: /s/ Christopher J. Calhot

Christopher J. Calhot
Chief Executive Office
March 6, 200¢

Pursuant to the requirements of the Securities &xga Act of 1934, this annual report has been ditpedow by the following persons on
behalf of the registrant and in the capacities@mthe dates indicated.

SIGNATURE TITLE DATE

/s/ Ronald D. Henrikse Chairman of the Board of Directors March 6, 2009
Ronald D. Henrikse

Chief Executive Officer, Vi-Chairman, Director (Principal Executiv March 6, 200¢
/s/ Christopher J. Calhot Officer)

Christopher J. Calhot

/s/ Marc H. Hedrick, MC President, Directol March 6, 2009
Marc H. Hedrick, MD

/s/ Mark E. Saa Chief Financial Officer (Principal Financial Officg March 6, 200¢
Mark E. Saac

/s/ John W. Townsen Chief Accounting Officer March 6, 2009
John W. Townsen

/s/ David M. Rickey Director March 6, 200¢
David M. Rickey

/s/ Rick Hawkins Director March 6, 2009
Rick Hawkins

/s/ E. Carmack Holmes, M Director March 6, 2009

E. Carmack Holmes, Ml

/s/ Paul W. Hawral Director March 6, 200¢
Paul W. Hawrar
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Exhibit 10.59

LOAN AND SECURITY AGREEMENT

THIS LOAN AND SECURITY AGREEMENT , dated as of October 14, 2008 (as amended, rdstaipplemented or otherw
modified from time to time, this “ Agreemetfjtis among GENERAL ELECTRIC CAPITAL CORPORATION GECC"), in its capacity &
agent for Lenders (as defined below) (together wtittsuccessors and assigns in such capacity, hi&yethe financial institutions who are
hereafter become parties to this Agreement as fer{tiegether with GECC, collectively the “ Lendérsand each individually, a “ Lendé),
CYTORI THERAPEUTICS, INC., a Delaware corporatidrBorrower”), and the other entities or persons, if any, whooateereafter becor
parties to this Agreement as guarantors (each adr&htor” and collectively, the “ Guarantofs and together with Borrower, each d.6ar
Party” and collectively, “ Loan Partiey.

RECITALS

Borrower wishes to borrow funds from time to timmerf Lenders, and Lenders desire to make loans nadgaand other extension:
credit, severally and not jointly, to Borrower frdime to time pursuant to the terms and conditiofnhis Agreement.

AGREEMENT
Loan Parties, Agent and Lenders agree as follows:
1. DEFINITIONS.

As used in this Agreement, all capitalized termallshave the definitions as provided herein. Amgaunting term used but 1
defined herein shall be construed in accordance generally accepted accounting principles in tinédedl States of America, as in effect fi
time to time (“_GAAP”) and all calculations shall be made in accordawith GAAP. The term “financial statementshall include th
accompanying notes and schedules. All other tersesl but not defined herein shall have the meagiwgn to such terms in the Unifo
Commercial Code as adopted in the State of New Yaslamended and supplemented from time to tinee“(thCC”).

2. LOANS AND TERMS OF PAYMENT.

2.1. Promise to Pay. Borrower promises to pay Agent, for the rataldeoaints of Lenders, when due pursuant to the temeof,
the aggregate unpaid principal amount of all loadsances and other extensions of credit madealgvby the Lenders to Borrower under
Agreement, together with interest on the unpaidgipal amount of such loans, advances and othensixins of credit at the interest rates set
forth herein.

2.2. Term Loans.

(&) _Commitment Subject to the terms and conditions hereof, éacider, severally, but not jointly, agrees to m
term loans (each a_“ Term Lodmnd collectively, the “ Term Loari$ to Borrower from time to time on any Businessylfas defined
below) during the period from the Closing Date dafined below) until December 12, 2008 (the “ Contmneint Termination Dat® in
an aggregate principal amount not to exceed sundéréss commitment as identified on Schedulbeketo (such commitment of each
Lender as it may be amended to




reflect assignments made in accordance with thigément or terminated or reduced in accordancethighAgreement, its “
Commitment’, and the aggregate of all such commitments, tB®fhmitments). Notwithstanding the foregoing, the aggregate
principal amount of the Term Loans made hereunidalt sot exceed $15,000,000 (the “ Total CommitnigntEach Lender’s
obligation to fund a Term Loan shall be limitedstech Lender’s Pro Rata Share (as defined below)ici Term Loan. Subject to the
terms and conditions hereof, the initial Term Lehall be made on the Closing Date in an aggregateipal amount equal to
$7,500,000 (the “ Initial Term Lodl. After the Initial Term Loan, Borrower may negst one (1) additional Term Loan, and such
subsequent Term Loan (the “ Subsequent Term Pparust be in an amount equal to $7,500,000.

(b) Method of Borrowing When Borrower desires a Term Loan, Borrower naltify Agent (which notice shall be
irrevocable) by facsimile (or by telephone, proddbat such telephonic notice shall be promptlyficored in writing, but in any eve
on or before the following Business Day) on theedhat is ten (10) Business Days prior to the tiayTterm Loan (other than the
Initial Term Loan) is to be made (or such shortetiqd of time as Agent may agree). Agent and Lenhd®ay act without liability upon
the basis of such written or telephonic noticedaad by Agent to be from any authorized officeBofrower. Agent and Lenders
shall have no duty to verify the authenticity o tsignature appearing on any such written notice.

(c) Funding of Term Loans Promptly after receiving a request for a Ternat,o0Agent shall notify each Lender of
the contents of such request and such Lender'&Bt& Share of the requested Term Loan. Upon thestand subject to the
conditions set forth herein, each Lender, severily not jointly, shall make available to Agent?® Rata Share of the requested
Term Loan, in lawful money of the United State\aferica in immediately available funds, to the @otlon Account (as defined
below) prior to 11:00 a.m. (New York time) on thpesified date. Agent shall, unless it shall haggedmined that one of the
conditions set forth in Section 4.1 or 4.2, as mpple, has not been satisfied, by 4:00 p.m. (NerkYime) on such day, credit the
amounts received by it in like funds to Borrowentye transfer to, unless otherwise specified Disbursement Letter (as defined
below), the following deposit account of Borrower §uch other deposit account as specified inngitly an authorized officer of
Borrower and acceptable to Agent) (the “ Design@egdosit Account):

Bank Name: U.S. Bank N.A.
Bank Address: XXXXXXX
ABA#: XXXXXXX

Account #. XXXXXXX
Account Name: Cytori

Ref: XXXXXXX

(d) Notes If requested by a Lender, the Term Loans of dieider shall be evidenced by a promissory note
substantially in the form of Exhibit Aereto (each a “ Noteand, collectively, the “ Note¥, and Borrower shall execute and deliver a
Note to such Lender. Each Note shall representittigation of Borrower to pay to such Lender tesser of (a) the aggregate unpaid
principal amount of all Term Loans made by suchdegrto or on behalf of Borrower under this Agreetram(b) the amount of such
Lender’s Commitment, in each case together withradt thereon as prescribed in Section 2.3(a).

(e) _Agent May Assume FundingUnless Agent shall have received notice fromeader prior to the date of any
particular Term Loan that such Lender will not makailable to
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Agent such Lender’s Pro Rata Share of such TernmLAgent may assume that such Lender has madeasoohnt available to it on
the date of such Term Loan in accordance with sulmse(c) of this Section 2.2, and may (but shall Ipe obligated to), in reliance
upon such assumption, make available a correspgragitount for the account of Borrower on such d#ftand to the extent that such
Lender shall not have so made such amount availatAgent, such Lender and Borrower severally agpaepay to Agent forthwith
on demand such corresponding amount together ati#hest thereon, for each day from the day suchuatrie made available to
Borrower until the day such amount is repaid to itgat (i) in the case of Borrower, a rate per anragual to the interest rate
applicable thereto pursuant to Section 2.3(a),(@noh the case of such Lender, a floating rate gmenum equal to, for each day from
the day such amount is made available to Borrow#l such amount is reimbursed to Agent, the weddraverage of the rates on
overnight federal funds transactions among memtifetse Federal Reserve System, as determined bgtAgés sole discretion (the “
Federal Funds Rat® for the first Business Day and thereafter, & ithterest rate applicable to such Term LoanudhsLender shall
repay such corresponding amount to Agent, the atrsmurepaid shall constitute such Lender’s loatuihed in such Term Loan for
purposes of this Agreement.

2.3. Interest and Repayment.

@) Interest Each Term Loan shall accrue interest in arrefiosn the date made until such Term Loan is fully
repaid at a fixed per annum rate of interest etuaD.58%. All computations of interest and fealelated on a per annum basis s
be made by Agent on the basis of a 360-day yea&adh case for the actual number of days occumitige period for which such
interest and fees are payable. Each determinafian interest rate or the amount of a fee hereusiual be made by Agent and shall
be conclusive, binding and final for all purpos#ssent manifest error. As used herein, the temad3ury Rate” means a per annum
rate of interest equal to the rate published byBbard of Governors of the Federal Reserve Systelrederal Reserve Statistical
Release H.15 entitled “Selected Interest Ratestutite heading “U.S. Government Securities/Trea@aystant Maturities” as the
three year treasuries constant maturities ratéhdrevent Release H.15 is no longer publishednAgieall select a comparable
publication to determine the U.S. Treasury notédyie maturity.

(b) Payments of Principal and Interedtor the Initial Term Loan, Borrower shall paythe Agent, for the ratable
benefit of the Lenders, (i) one payment of interesy (payable in arrears) for the period from @lesing Date to and including
October 31, 2008 at the rate of interest determineatcordance with Section 2.3(a), to be paid omdxnhber 1, 2008, (ii)three (3)
consecutive payments of interest only (payablaiieaas) at the rate of interest determined in atanoee with Section 2.3(a) on the 1
day of each calendar month (a “ Scheduled Paymat&”Dcommencing on December 1, 2008 and (iii) thittyee (33) equal
consecutive payments of principal and interestgpbg/in arrears) at the rate of interest determinestcordance with Section 2.3(a)
on each Scheduled Payment Date commencing on Ma2B09. For the Subsequent Term Loan, Borrowalt pay to the Agent, fc
the ratable benefit of the Lenders, (i) one payneéimterest only (payable in arrears) for the perfirom date of funding such
Subsequent Term Loan to and including the lastaddlge month in which the Subsequent Term Loan mvade at the rate of interest
determined in accordance with Section 2.3(a), tpdid on the first day of the calendar month odografter the month in which the
Subsequent Term Loan was made, and (i) tt8ity(36) equal consecutive payments of principal imerest (payable in arrears) at
rate of interest determined in accordance withiBe@&.3(a) on each Scheduled Payment Date comngencitthe first day of the
second calendar month occurring after the montindwrhich the Subsequent Term Loan was made. Troaat of each such
payment of principal and interest with respectdoteof the Initial Term Loan and the SubsequentriTer
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Loan shall be calculated by the Agent and sha#iuféicient to fully amortize the principal and inést due with respect to the
applicable Term Loan over such repayment periogichEscheduled payment of interest only or inteaadtprincipal hereunder is
referred to herein as a * Scheduled PaynieNotwithstanding the foregoing, all unpaid prijpal and accrued interest with respect to
a Term Loan is due and payable in full to Agent.tfee ratable benefit of Lenders, on the earligf)fthe first day of the thirty-
seventh month following the date such Term Loan made or (B) the date that such Term Loan otherbésmmes due and payable
hereunder, whether by acceleration of the Obligati@s defined below) pursuant to Section 8.2 leerstise (the earlier of (A) or (B),
the “ Applicable Term Loan Maturity Dat¢ Each Scheduled Payment, when paid, shall be apfiigtdo the payment of accrued ¢
unpaid interest on the applicable Term Loan and theinpaid principal balance of such Term Loanith@ut limiting the foregoing,

all Obligations shall be due and payable on thelidgple Term Loan Maturity Date for the last Termdn made.

(c) No Reborrowing Once a Term Loan is repaid or prepaid, it cateoteborrowed.

(d) Payments All payments (including prepayments) to be mageny Loan Party under any Debt Document
shall be made in immediately available funds in.Wd@&lars, without setoff or counterclaim to thell€ction Account (as defined
below) before 11:00 a.m. (New York time) on theedahen due. All payments received by Agent afie®Q a.m. (New York time)
on any Business Day or at any time on a day thadtis Business Day shall be deemed to be receivelde next Business
Day. Whenever any payment required under this é&ment would otherwise be due on a date that is Batsiness Day, such
payment shall instead be due on the next Businagsdhd additional fees or interest, as the casebmashall accrue and be payable
for the period of such extension. The paymentigf&cheduled Payment prior to its due date shalldeened to have been receivel
such due date for purposes of calculating intdrestunder. All Scheduled Payments due to Ageth@nders under Section 2.3(b)
shall be effected by automatic debit of the apgeterfunds from Borrower’s operating account spedibn the EPS Setup Form (as
defined below). As used herein, the term “ Collection Accolimieans the following account of Agent (or suchesthccount as
Agent shall identify to Borrower in writing):

Bank Name: Deutsche Bank

Bank Address: XXXXXXX

ABA Number: XXXXXXX

Account Number: XXXXXXX

Account Name: GECC HH Cash Flow Collections
Ref: XXXXXXX

(e) Withholdings and Increased Costall payments shall be made free and clear oftamgs, withholdings, dutie
impositions or other charges (other than taxeseroverall net income of any Lender and compargies), such that Agent and
Lenders will receive the entire amount of any Oddiigns, regardless of source of payment. If Agergny Lender shall have
reasonably determined that the introduction ofryr @hange in, after the date hereof, any law, yregvernmental (or quasi-
governmental) rule, regulation, guideline or ordetuces the rate of return on Agent or such Lesdspital as a consequence of its
obligations hereunder or increases the cost to Agesuch Lender of agreeing to make or makingdiiog or maintaining any Term
Loan, then Borrower shall from time to time upomaad by Agent or such Lender (with a copy of suemand to Agent) promptly
pay to Agent for its own account or for the acconfirduch Lender, as the case may be, additionalataufficient to compensate
Agent or such Lender for such reduction or for sinciheased cost. A certificate as to the amousuch
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reduction or such increased cost submitted by Agestich Lender (with a copy to Agent) to Borrowhall be conclusive and bindi
on Borrower, absent manifest error, provided thaither Agent nor any Lender shall be entitleddagment of any amounts under this
Section 2.3(e) unless it has delivered such ceatii to Borrower within 180 days after the occureeaf the changes or events giving
rise to the increased costs to, or reduction iratheunts received by, Agent or such Lender. Thogipion shall survive the
termination of this Agreement. Any Lender claimengy additional amounts payable pursuant to_thisi®&e®.3(e)shall use its
reasonable efforts (consistent with its interndigies and requirements of law) to change the gliction of its lending office if such a
change would reduce any such additional amountan(gisimilar amount that may thereafter accrue)wodld not, in the sole
determination of such Lender, be otherwise disathggous to such Lender. Each Lender organized uheéaws of a jurisdiction
outside the United States as to which paymentg tm&de under this Agreement or under the Notesxampt from United States
withholding tax under an applicable statute ortteaty shall provide to Borrower and Agent a propeompleted and executed IRS
Form W 8ECI or Form W 8BEN or other applicable fowartificate or document prescribed by the IR&erUnited States.

) Loan Records Each Lender shall maintain in accordance withugual practice accounts evidencing the
Obligations of Borrower to such Lender resultingnfrsuch Lender’s Pro Rata Share of each Term Linaeluding the amounts of
principal and interest payable and paid to suchdeefrom time to time under this Agreement. Agemll maintain in accordance
with its usual practice a loan account on its baok®cord the Term Loans and any other extensibosedit made by Lenders
hereunder, and all payments thereon made by Borrofee entries made in such accounts shall, texient permitted by applicable
law, be prima facie evidence of the existence andumts of the Obligations recorded therein absentifast error; provided
however, that no error in such account and no failurenyf leender or Agent to maintain any such account sifi@ct the obligations
of Borrower to repay the Obligations in accordawith their terms.

(9) Payment of ExpensesAgent is authorized to, and at its sole electiay, debit funds from Borrower’s
operating account specified on the EPS Setup Fasndéfined below) to pay all fees, expenses, evgtsnterest owing by Borrower
under this Agreement or any of the other Debt Dot if and to the extent Borrower fails to pay anogh amounts within three (3)
Business Days of the date when due.

2.4. Prepayments. Borrower can voluntarily prepay, upon five (5)dhess Daysprior written notice to Agent, any Term Loan
full, but not in part. Upon the date of (a) anyurdary prepayment of a Term Loan in accordancé thie immediately preceding sentence or
(b) any mandatory prepayment of a Term Loan reduirgder this Agreement (whether by acceleratiathefObligations pursuant to Section
8.2 or otherwise, except to the extent that the bakis for such acceleration is the occurrenes &vent of Default under Section 8.1(h)),
Borrower shall pay to Agent, for the ratable benefithe Lenders, a sum equal to (i) all outstagdirincipal plus accrued interest with respect
to such Term Loan, (ii) the Final Payment Fee (echderm is defined in Section 2.7(d)) for suchrifémoan, and (iii) a prepayment premium
(as yield maintenance for the loss of a bargainrenidis a penalty) equal to: (i) 4% of such prepaynamount, if such prepayment is made on
or before the one year anniversary of such Terrm|G8 3% of such prepayment amount, if such pyapent is made after the one year
anniversary of such Term Loan but on or beforetwgeyear anniversary of such Term Loan, and (89 @f such prepayment amount, if such
prepayment is made after the two year anniversasych Term Loan but before the first day of thietyhseventh month following the date
such Term Loan was made.




2.5. Late Fees. If Agent does not receive any Scheduled Paymeatier payment under any Debt Document from argnl_o
Party within 5 days after its due date, then, aem election or upon the request of the Requistteders (as defined below), such Loan Party
agrees to pay to Agent for the ratable benefitldfenders, a late fee equal to (a) 5% of the amaeofisuch unpaid payment or (b) such lesser
amount that, if paid, would not cause the inteamst fees paid by such Loan Party under this Agreetoeexceed the Maximum Lawful Rate
(as defined below) (the “ Late FBe

2.6. Default Rate. All Term Loans and other Obligations shall bedeiest, at the option of Agent or upon the reqaégie
Requisite Lenders, from and after the occurrencedaming the continuation of an Event of Default ¢eefined below), at a rate equal to the
lesser of (a) 5% above the rate of interest apipliéctd such Obligations as set forth in Sectior{d.Bnmediately prior to the occurrence of the
Event of Default and (b) the Maximum Lawful Ratlegt' Default Ratg). The application of the Default Rate shall betinterpreted or
deemed to extend any cure period or waive any MedatEvent of Default or otherwise limit the Agénor any Lender’s right or remedies
hereunder. All interest payable at the DefaulteRsitall be payable on demand.

2.7. Lender Fees.

(@) _Agency Fee On the Closing Date, Borrower shall pay to Agémtits own account, a non-refundable agency
fee in an amount equal to $175,000, which fee diefLlly earned when paid.

(b)  Closing Fee On the Closing Date, Borrower shall pay to Agémt the benefit of Lenders in accordance with
their Pro Rata Shares, a non-refundable closininfae amount equal to $300,000, which fee shaflulbie earned when paid.

(© Unused Line Fee On the Commitment Termination Date, Borrower shail to Agent, for the benefit of
Lenders in accordance with their Pro Rata Shareenarefundable unused line fee equal to 1.0% eitidrawn amount of the Total
Commitment as of such date, which fee shall bg fedirned on the Commitment Termination Date, rdgasdof whether the
Subsequent Term Loan is advanced.

(d)  Final Payment FeeOn the date upon which the outstanding principabamh of any Term Loan is repaid in
full, or if earlier, is required to be repaid inlf(whether by scheduled payment, voluntary prepaytnacceleration of the Obligations
pursuant to Section 8.2 or otherwise), Borrowell giggy to Agent, for the ratable accounts of Lesderfee equal to 5.0% of the
original principal amount of such Term Loan (thEif\al Payment Fe§, which Final Payment Fee shall be deemed taubig-éarned
on the Closing Date.

2.8.  Maximum Lawful Rate. Anything herein, any Note or any other Debt Docan{as defined below) to the contrary
notwithstanding, the obligations of Loan Partiessh@der and thereunder shall be subject to thédiion that payments of interest shall not be
required, for any period for which interest is cartgd hereunder, to the extent (but only to thergxtéat contracting for or receiving such
payment by Agent and Lenders would be contrarjpéoprovisions of any law applicable to Agent anendlers limiting the highest rate of
interest which may be lawfully contracted for, aet or received by Agent and Lenders, and in swelmt Loan Parties shall pay Agent and
Lenders interest at the highest rate permittedapjieable law (* Maximum Lawful Rat®; provided, however, that if at any time thereafter
the rate of interest payable hereunder or therauindess than the Maximum Lawful Rate, Loan Parsikall continue to pay interest hereunder
at the Maximum Lawful Rate until such time as thiaktinterest received by Agent and Lenders is Eiguide total interest that would have
been received had the interest payable hereunéer(bet for the operation of this paragraph) thergst rate payable
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since the making of the Initial Term Loan as othieeaprovided in this Agreement, any Note or anyeofdebt Document.

2.9. Authorization and Issuance of the Warrants. Borrower has duly authorized the issuance to Een(br their respective
affiliates or designees) of stock purchase warranistantially in the form of the warrant attachedeto as Exhibit Ecollectively, the “
Warrants’) evidencing Lenders’ (or their respective affiéa or designees) right to acquire their respe®iveRata Share of up to 178,148
shares of common stock of Borrower at an exeraise pf $4.21 per share. Subject to the termscamditions of the Warrants, the exercise
period shall expire ten (10) years from the dathdarrants are issued.

3. CREATION OF SECURITY INTEREST.

3.1. Grant of Security Interest. As security for the prompt payment and perforneamehether at the stated maturity, by
acceleration or otherwise, of all Term Loans ariekotiebt, obligations and liabilities of any kintiatsoever of Borrower to Agent and Lenc
under the Debt Documents whether for principakrest, fees, expenses, prepayment premiums, intlesymeimbursements or other sums,
and whether or not such amounts accrue after lihg fif any petition in bankruptcy or after the acmencement of any insolvency,
reorganization or similar proceeding, and whetherat allowed in such case or proceeding), absautmntingent, now existing or arising in
the future, including but not limited to the payrhand performance of any outstanding Notes, and@mgwals, extensions and modifications
of such Term Loans (such indebtedness under thesNderm Loans and other debt, obligations anditiab in connection with the Debt
Documents are collectively called the “ ObligatiGhsand as security for the prompt payment andgreréince by each Guarantor of the
Guaranteed Obligations as defined in the Guaragyléfined below), each Loan Party does herebyt gyakgent, for the benefit of Agent and
Lenders, a security interest in the property lidietbw (all hereinafter collectively called the biateral”):

All of such Loan Party’s personal property of evkiryd and nature whether now owned or hereafteuiaed by, or arising
in favor of, such Loan Party, and regardless of reHecated, including, without limitation, all acgus, chattel paper
(whether tangible or electronic), commercial tddims, deposit accounts, documents, equipmenthdiehassets, fixtures,
goods, instruments, investment property (includiwghout limitation, all securities accounts), imiery, letter-of-credit

rights, letters of credit, securities, supportingligations, cash, cash equivalents, any other aontrights (including,

without limitation, rights under any license agrests), or rights to the payment of money, and genietangibles

(including Intellectual Property, as defined in &a&t 3.3 below), and all books and records of suohn Party relating
thereto, and in and against all additions, attactimeaccessories and accessions to such propdrtgulzstitutions,

replacements or exchanges therefor, all proceedsydance claims, products, profits and other rightpayments not
otherwise included in the foregoing (with each lué foregoing terms that are defined in the UCC migwthe meaning set
forth in the UCC).

Notwithstanding the provisions of this Section 8riSection 3.3 below, the grant of security intetesein shall not extend to and
term “Collateral”’shall not include: (i) to the extent that Borrowesuld incur adverse tax consequences resulting &gtedge of 100% of tl
shares of the outstanding capital stock of any i8idry of Borrower that is incorporated or orgamize a jurisdiction other than the Uni
States or any state or territory thereof (eachFaréign Subsidiary), more than 65% of the issued and outstanding vatapgtal stock of suc
Foreign Subsidiary or Foreign Subsidiaries, asiegple (but the Collateral shall still include 10@#the shares of the outstanding naoting
capital stock of such Foreign Subsidiary or Fore8ubsidiaries, as applicable), (i) any licensecontract (in each case to the extent :
license or contract is not prohibited by this Agneait), and the property
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subject to such license or contract, to the exéentt only to the extent that (A) the granting oftswsecurity interest is prohibited by ¢
applicable statute, law or regulation, or would sté@nte a default under the license or contracgmdicable, and (B) such prohibition or def
is enforceable under applicable law (including with limitation Sections 9-406, 9-407 and 9-408 lné tUCC); providedthat upon th
termination or expiration of any such prohibitiGuch license, contract and/or property, as apgicathall automatically be subject to
security interest granted in favor of the Agentehgider and become part of the “Collateral” or @grrower’s stock in Olympu&ytori, Inc.,
Delaware corporation (such entity, “ Olymp@gtori ” and such stock, the “ OlymptGytori Stock”); providedthat upon the termination
expiration of all provisions in the Olympus Agreerte(as defined below) prohibiting the grantingadfien in the Olympu&ytori Stock, th
Olympus<Cytori Stock shall automatically be subject to #eurity interest granted in favor of the Agenteuwerder and become part of
“Collateral.”

Each Loan Party hereby represents and covenaritsubh security interest constitutes a valid, findority security interest (subje
only to Permitted Liens) in the presently existi@gllateral, and will constitute a valid, first prity security interest (subject only to Permi
Liens) in Collateral acquired after the date herdedich Loan Party hereby covenants that it sliadl @ritten notice to Agent promptly upon
acquisition by such Loan Party or creation in fawbsuch Loan Party of any commercial tort claireathe Closing Date.

3.2. Financing Statements. Each Loan Party hereby authorizes Agent to fi@&Jfinancing statements with all appropriate
jurisdictions to perfect Age’s security interest (for the benefit of itself atié Lenders) granted hereby.

3.3.  Grant of Intellectual Property Security Interest. The Collateral shall include all intellectual pesty of each Loan Party,
which shall be defined as any and all copyriglaiémark, servicemark, patent, design right, sofwérense, trade secret and intangible rights
of a Loan Party and any applications, registratict&@ms, products, awards, judgments, amendmesrtswals, extensions, improvements and
insurance claims related thereto (collectivelyntellectual Property) now or hereafter owned or licensed by a LoartyRaogether with all
accessions and additions thereto, proceeds andgsothereof (including, without limitation, anygqmeeds resulting under insurance
policies). In order to perfect or protect Agerg&urity interest and other rights in Loan Partgtellectual Property, each Loan Party hereby
authorizes Agent to file one or more intellectuadgerty security agreements, substantially in trenfexecuted and delivered to Agent on the
Closing Date (each an_“ Intellectual Property Sigukgreement’ and collectively, the “ Intellectual Property $eity Agreements) with the
United States Patent and Trademark Office and/dtedrStates Copyright Office, as each are applecabld required by Agent.

3.4. Termination of Security Interest. Upon the date on which all of the Obligationthéw than contingent indemnity obligatic
that survive the termination of this Agreement &rdwhich no claim has been asserted) are inddfsastpaid in full in cash, all of the
Commitments hereunder are terminated, and thisexgeait shall have been terminated (the “ Termindiiate”), and upon receipt of a payoff
letter or termination agreement executed by thenlParties in form and substance acceptable to Adeeint shall, at Loan Parties’ sole cost
and expense and without any recourse, represamtativarranty, release its Liens in the Collateral.

4. CONDITIONS OF CREDIT EXTENSIONS
4.1. Conditions Precedent to Initial Term Loan. No Lender shall be obligated to make the Inifiefm Loan, or to take, fulfill,

or perform any other action hereunder, until tHeWing have been delivered to the Agent and eashder (the date on which the Lenders
make the Initial Term Loan after




all such conditions shall have been satisfied imaaner satisfactory to Agent or waived in accor@anith this Agreement, the “ Closing Date

H):
(&) acounterpart of this Agreement duly execigeéach Loan Party;
(b)  acertificate executed by the Secretary ohdapan Party, the form of which is attached heestd&xhibit B(the

“ Secretarys Certificate’), providing verification of incumbency and attawe) (i) such Loan Party’s board resolutions appngwhe
transactions contemplated by this Agreement anadttier Debt Documents and (ii) such Loan Party‘\segoing documents;

(©) Notes duly executed by Borrower in favor atle applicable Lender (if requested by such Lender)

(d) filed copies of UCC financing statements, collatassignments, and terminations statements, wihet to th
Collateral, as Agent shall request;

(e) certificates of insurance evidencing the iasae coverage, and satisfactory additional insaretilender loss
payable endorsements, in each case as requireggptite Section 6.4 herein;

(  current UCC lien, judgment, bankruptcy anx lian search results demonstrating that therearether security
interests or other Liens on the Collateral, othantPermitted Liens (as defined below);

() aWarrant in favor of each Lender (or itsliffe or designee);
(h)  the Intellectual Property Security Agreemesmiuired by Section 3.3 above, duly executed by éaan Party;

(i) acertificate of good standing of each Loamt{? from the jurisdiction of such Loan Party’s anjzation and a
certificate of foreign qualification from each jsdiction where such Loan Party’s failure to be salified could reasonably be
expected to have a Material Adverse Effect (asneefibelow), in each case as of a recent date adilefib Agent;

() alandlord consent and/or bailee letter wofaof Agent executed by the landlord or baileeapglicable, for any
third party location (other than a Permitted Looatas defined below) where (a) any Loan Parpyincipal place of business is loca
(b) any Loan Party’s books or records are locatg@)oCollateral with an aggregate value in exa#ss50,000 is located (each of the
locations described in the immediately precedimgisés (a), (b) and (c), a “ Collateral Locatihra form of which is attached hereto
as_Exhibit G1 and_Exhibit G2 , as applicable (each an “ Access Agreenignt

(k)  alegal opinion of Loan Parties’ counselfarm and substance satisfactory to Agent;

(0  acompleted EPS set-up form, a form of whghttached hereto as Exhibit{the “ EPS Setup Forfi);

(m)  acompleted perfection certificate, duly exed by each Loan Party (the “ Perfection Certii¢y a form of
which Agent previously delivered to Borrower;




(n)  one or more Account Control Agreements (d81dd below), in form and substance reasonably @etde to
Agent, duly executed by the applicable Loan Pagiasthe applicable depository or financial insiitn, for each deposit and
securities account listed on the Perfection Cesti#, to the extent required pursuant to the temmasconditions of Section 7.10

(o) apledge agreement, in form and substancsfesztbry to Agent, executed by each Loan Party@edging to
Agent, for the benefit of itself and the Lendersgaurity interest in (a) 100% of the shares ofahtstanding capital stock, of any
class, of each Subsidiary (as defined below) ohéaan Party that is not a Foreign Subsidiary t¢ithe extent that Borrower would
incur adverse tax consequences resulting fromdgplef 100% of the shares of the outstanding degtitak of any Foreign
Subsidiary, 65% of the shares of the outstandinppgaapital stock and 100% of the shares of thtetanding nonoting capital stoc
of each such Foreign Subsidiary and (c) any anbhdébtedness (as defined in Section 7.2 belowhgwo Loan Parties (the “ Pledge

Agreement);

(p)  aguaranty agreement (together with any agnaranty that purports to provide for a guararitthe Obligation,
the “ Guaranty'), in form and substance satisfactory to Agenea@red by each Guarantor;

(q) adisbursement instruction letter, in fornd @ubstance satisfactory to Agent, executed by kaah Party,
Agent and each Lender (the “ Disbursement Léter

N Borrower shall have unrestricted balance shash and Cash Equivalents (as defined below)éaor more
deposit accounts or securities accounts over whgent has obtained control under Section 7.10 dfews than the product of (i)
negative three (-3) times (ii) the Cash Burn Amajastdefined below) at such time;

(s) evidence of the payment of all loans and mitihdebtedness, obligations and liabilities of &imd whatsoever of
Borrower to GECC in connection with (i) those twertain promissory notes in the original principadcunts of $600,000 and
$1,380,467.48, respectively, made by Borrower wofaof GECC and (i) that certain Master Securitgréement dated as of October
1, 2001 by and between Borrower and GECC (as andenegtated, supplemented or otherwise modifieah flime to time, and
together with all schedules attached thereto) (foemhs, indebtedness, obligations and liabiliteedlectively, the (* GE Equipment
Indebtednesy);

(t) all other documents and instruments as Agettthe Lenders may reasonably deem necessary ov@aggie to
effectuate the intent and purpose of this Agreerttegether with the Agreement, Note, Warrants,llet¢éual Property Security
Agreements, the Perfection Certificate, the Plefigeeement, the Guaranty, if any, the Secretary'sifmte and the Disbursement
Letter, and all other agreements, instruments, meciis and certificates executed and/or deliverext to favor of Agent and/or the
Lenders from time to time in connection with thigr@ement or the transactions contemplated herbby, Debt Documenty; and

(u)  Agent and Lenders shall have received the feedreshjto be paid by Borrower, if any, in the respezamount
specified in Section 2.7, and Borrower shall haimbursed Agent and Lenders for all reasonable feeds and expenses of closing
presented as of the date of this Agreement.

4.2. Conditions Precedent to All Term Loans. No Lender shall be obligated to make any Ternnl,.@acluding the Initial Term
Loan, unless the following additional conditionsvé@deen satisfied:
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(@ (i) all representations and warranties inti®ac below shall be true as of the date of suemiTLoan, except to
the extent such representations and warrantieessigrrefer to an earlier date, in which case saphesentations and warranties shall
be true and correct as of such earlier date; @iilEment of Default or any other event, which witle giving of notice or the passage of
time, or both, would constitute an Event of Defdalich event, a “ Defaul} has occurred and is continuing or will resutirfr the
making of any Term Loan, and (iii) Agent shall haeeeived a certificate from an authorized offioeeach Loan Party confirming
each of the foregoing;

(b)  Agent shall have received the redeliveryugmemental delivery of the items set forth in thibowing sections
to the extent circumstances have changed sindaitie@ Term Loan: Sections 4.1(b), (e), (f), (). (), (k), (m) and (q);

(c)  with respect to the Subsequent Term Loan,okdyent shall have received evidence satisfactgent and
the Lenders that Borrower has, at the time of dtet giving effect to such Term Loan, satisfiedlea€ the following conditions
precedent:

0] (A) If the Subsequent Term Loan is to bada on or prior to October 31, 2008, the aggregetes
income from the sale of inventory of Borrower atsddonsolidated Subsidiaries for the period of Bseautive
months ending as of September 30, 2008 shall ntedsethan $2,300,000; (B) if the Subsequent Teoamlis to
be made after October 31, 2008 but prior to Novar36e2008, the aggregate gross income from thedal
inventory of Borrower and its consolidated Subsidfor the period of 3 consecutive months endis@f
October 31, 2008 shall not be less than $3,100 809 (C) if the Subsequent Term Loan is to be nweder after
November 30, 2008 but prior to the Commitment Teation Date, the aggregate gross income from tleeosa
inventory of Borrower and its consolidated Subsidfor the period of 3 consecutive months endis@f
November 30, 2008 shall not be less than $4,000,000

(i) (A) If the Subsequent Term Loan is torbhade on or prior to October 31, 2008, the aggregate
expenses (excluding non-cash expenses relatifgtgranting of stock options) and non-financed tepi
expenditures of Borrower and its consolidated Sliases for the period of 3 consecutive months egdis of
September 30, 2008 shall not be greater than $®Q00(B) if the Subsequent Term Loan is to be neftir
October 31, 2008 but prior to November 30, 2008,afgregate expenses (excluding non-cash expesiadng to
the granting of stock options) and non-financedtehpxpenditures of Borrower and its consolidesedbsidiaries
for the period of 3 consecutive months ending a@atbber 31, 2008 shall not be greater than $80800,and (C)
if the Subsequent Term Loan is to be made on er &ftvember 30, 2008 but prior to the Commitment
Termination Date, the aggregate expenses (excludingcash expenses relating to the granting okstptions)
and non-financed capital expenditures of Borrowst iés consolidated Subsidiaries for the perio8 obnsecutive
months ending as of November 30, 2008 shall ngirbater than $8,600,000;

(i) Borrower shall have received at least 0,000 in unrestricted net cash proceeds fronsaleand

issuance of Borrower’s equity securities after@hesing Date, which equity issuance shall be omseand
conditions not otherwise prohibited by any provisaf this Agreement or the other Debt Documents;
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(iv) The market capitalization of Borrower istiess than $100,000,000 based on the 10-daintyail
average of Borrower's common stock price, as ddtexthas of the close of business on the Businegq&a
defined below) immediately prior to the proposeteds the Subsequent Term Loan;

(v) Borrower shall have unrestricted balanceesttash and Cash Equivalents (as defined belowr)éror
more deposit accounts or securities accounts ok@hwAgent has obtained control under Section 8flifot less
than the product of (i) negative six (-6) time$ {ie Cash Burn Amount (as such term is define8dation 7.12
below) at such time; and

(vi) Evidence that all obligations set forthtirat certain PosElosing Obligations Letter dated October
2008 by and between Borrower and Agent have beesiisd; and

(d)  Agent and Lenders shall have received sulcbratocuments, agreements, instruments or infoomats Agent
or such Lender shall reasonably request.

5. REPRESENTATIONS AND WARRANTIES OF LOAN PARTIES.
Each Loan Party, jointly and severally, represemtsrants and covenants to Agent and each Lender th

5.1. Due Organization and Authorization. Each Loan Party’s exact legal name is as sét forthe Perfection Certificate (or as
disclosed to and consented to by Agent pursuaBetdion 7.4) and each Loan Party is, and will remailly organized, existing and in good
standing under the laws of the State of its orgetitin as specified in the Perfection Certificates its chief executive office at the location
specified in the Perfection Certificate, and ig] all remain, duly qualified and licensed in evguyisdiction wherever necessary to carry ol
business and operations, except where the faitube o qualified and licensed could not reasonadlgxpected to have a Material Adverse
Effect. This Agreement and the other Debt Documéawe been duly authorized, executed and delivgrexhch Loan Party and constitute
legal, valid and binding agreements enforceabbeordance with their terms, subject only to baptay, moratorium, insolvency and other
laws of general application affecting secured d¢oediand general principles of equity. The exexytdelivery and performance by each Loan
Party of each Debt Document executed or to be agdduy it is in each case within such Loan Pangwers.

5.2.  Required Consents. No filing, registration, qualification with, oparoval, consent or withholding of objections frcany
governmental authority or instrumentality or anlagtentity or person is required with respect ehtry into, or performance by any Loan
Party of, any of the Debt Documents, except angaaly obtained.

5.3.  No Conflicts. Except as described in the note to Item 8 iniSed on_Schedule Rereto, the entry into, and performance by
each Loan Party of, the Debt Documents will notvfa)ate any of the organizational documents ohsugan Party, (b) violate any law, rule,
regulation, order, award or judgment applicablsuoh Loan Party, or (c) result in any breach afanstitute a default under, or result in the
creation of any Lien on any of such Loan Partysparty (except for Liens in favor of Agent, on blod itself and Lenders) pursuant to, any
indenture, mortgage, deed of trust, bank loan,icegsleement, or other Material Agreement (as @efibelow) to which such Loan Party is a
party. As used herein, “ Material Agreemé&mteans (i) any agreement or contract requirecetdilbd by a Loan
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Party with the Securities and Exchange Commissi®@EC ") pursuant to Item 601(b)(10) of Regulation S-Khir than (x) employment or
compensation related agreements, including agretsmelating to stock option grants to employeessotiants and directors, and (y)
agreements that have been filed with the SEC laatithve been assigned or terminated or as to witidtban Party has any continuing
obligations and is owed no further consideratiopenformance by the other parties thereto, in ease, prior to the date of this Agreement)
and (ii) the Olympus Agreements (as defined beloiv)ist of all Material Agreements as of the ClogiDate is set forth on Schedule B
hereto. As used herein, the “ Olympus Agreemémteans each of (1) that certain Joint Venture Agerendated as of November 4, 2005

“ Joint Venture Agreemeri), between Borrower and Olympus Corporation, aad&@se corporation (“ Olympuy (2) that certain Shareholders
Agreement, dated as of November 4, 2005 (the “é&iwders Agreemeri}, between Borrower and Olympus, and (3) all othgreements,
documents and instruments executed or deliverednnection with the Joint Venture Agreement or$hareholders Agreement, in each case
as the Joint Venture Agreement, the Shareholderseigent and such other agreements, documents stnehirents are amended, modified,
restated or replaced from time to time in accordamith the terms and conditions of this Agreement.

5.4. Litigation. Except as disclosed in the Perfection Certificatas disclosed to Agent pursuant to Section §.#ére are no
actions, suits, proceedings or investigations pendpainst or affecting any Loan Party before anyt; federal, state, provincial, municipal or
other governmental department, commission, boandgau, agency or instrumentality, domestic or fymebr any basis thereof, the outcome of
which could reasonably be expected to have a M#atddverse Effect, or which questions the validifythe Debt Documents, or the other
documents required thereby or any action to bentgkesuant to any of the foregoing, nor have amh fctions, suits, proceedings or
investigations been threatened in writing. As uselthis Agreement, the term “ Material Adversedetf’ means a material adverse effect on
any of (a) the operations, business, assets, gregeor condition (financial or otherwise) of Bower, individually, or the Loan Patrties,
collectively, (b) the ability of a Loan Party torfeem any of its obligations under any Debt Docutrtenwhich it is a party, (c) the legality,
validity or enforceability of any Debt Document) ftie rights and remedies of Agent or Lenders uadgrDebt Document or (e) the validity,
perfection or priority of any Lien in favor of Ageron behalf of itself and Lenders, on any of tlwl&teral.

5.5. Financial Statements. All financial statements delivered to Agent arghHers pursuant to Section 6.3 have been prepared i
accordance with GAAP (subject, in the case of uitaddinancial statements, to the absence of faesand normal year end audit
adjustments), and since the date of the most reeetited financial statement, no event has occomt@dh has had or could reasonably be
expected to have a Material Adverse Effect. Te®been no material adverse deviation from the reoent annual operating plan of
Borrower delivered to Agent and Lenders in accocdanith Section 6.3.

5.6. Use of Proceeds. The proceeds of the Term Loans shall be useepayrin full the GE Equipment Indebtedness and for
working capital, capital expenditures and otheregahcorporate purposes.

5.7. Collateral. Each Loan Party is, and will remain, the sole lameful owner, and in possession of, the Collateaatl has the
sole right and lawful authority to grant the seguimterest described in this Agreement. The Qett is, and will remain, free and clear of all
liens, security interests, claims and encumbrantasy kind whatsoever (each, a “ Linexcept for (a) Liens in favor of Agent, on béhaf
itself and Lenders, to secure the ObligationsL{ehs (i) with respect to the payment of taxeseassients or other governmental charges c
of suppliers, carriers, materialmen, warehousemenkmen or mechanics and other similar Liens, ichezase imposed by law and arising in
the ordinary course of business, and securing atadhat are not yet delinquent (in the case of¢pgre not yet due (with respect to all cases
described in the immediately preceding clausean(@) (ii) other
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than taxes) or that in any case are being cont@stgood faith by appropriate proceedings diliggiettnducted and with respect to which
adequate reserves or other appropriate provisiEnmaintained on the books of the applicable LoaryHn accordance with GAAP and whi
do not involve, in the judgment of Agent, any rifikhe sale, forfeiture or loss of any of the Cttal (a “ Permitted Conte®, (c) Liens

existing on the date hereof and set forth on Sded@lthereto, (d) Liens securing Indebtedness (as defin&ection 7.2 below) permitted unt
Section 7.2(c) below, provided that (i) such Liemsst prior to the acquisition of, or attach substlly simultaneous with, or within 20 days
after the, acquisition, repair, improvement or ¢nrgion of, such property financed by such Inddheess and (ii) such Liens do not extend to
any property of a Loan Party other than the prop@md any attachments, additions, accessionstthanel proceeds thereof) acquired or built,
or the improvements or repairs, financed by sudeltedness, (e) licenses described in Section)7 (8jcand (e) below and the rights and
interests of licensors under licenses where a IRgty is the licensee (to the extent such liceasepermitted under this Agreement), (f)
zoning restrictions, easements, rights of way, @mciiments or other restrictions on the use of ctimelr minor defects or irregularities in title
with respect to, any real property of BorrowerterSubsidiaries so long as the same do not mdyeirigpair the use of such real property by
Borrower or such Subsidiary, (g) purported Lienglerced by the filing of precautionary UCC finargstatements relating solely to operating
leases of personal property entered into in thenarg course of business, (h) Liens in favor oftooss and revenue authorities arising as a
matter of law to secure payment of customs dutiemnnection with the importation of goods, (i)ddes or cash deposits made in the ordinary
course of business in connection with workers’ cengation, unemployment insurance or other typesaiil security benefits (other than any
Lien imposed by ERISA) that secure amounts thahatgast due, (j) bankers’ Liens or other setrigffits in favor of other financial
institutions arising in connection with the Loarrtiss’ deposit and securities accounts held at ssfitutions, to the extent the same are
permitted under the Account Control Agreement wéspect to such deposit or securities accountd,i€¢k)s arising from judgments, decree:
attachments that do not constitute an Event of Wefereunder, (l) Liens of Silicon Valley Bank arCertificate of Deposit in an aggregate
amount not to exceed $250,00@he “ SVB Certificate of Deposf) issued by Silicon Valley Bank to Borrower to see Borrower’s
reimbursement obligations with respect to (i) d@redrd, payroll and foreign exchange services gy by Silicon Valley Bank to Borrower
and (ii) standby letters of credit issued by Sitidgalley Bank on behalf of Borrower, in each caséhe extent permitted under Section 7.2(g)
(such reimbursement obligations collectively heaétier referred to as the “ SVB Cash Managementdabibns”), and (m) Liens of landlords

(i) arising by statute or under any lease or rela@ntractual obligation entered into in the ordjneourse of business, (ii) on fixtures and
movable tangible property located on the real prtydeased or subleased from such landlord, @if)&mounts not yet due or that are being
contested in good faith by appropriate proceeddiligently conducted, (iv) for which adequate resaror other appropriate provisions are
maintained on the books of such Loan Party in atamee with GAAP and (v) which Liens are subordiddtethe security interests granted
under Section 3.1 pursuant to an Access Agreemaéirdf(such Liens described in the foregoing clausg through (m) are called_* Permitted
Liens”).

5.8. Compliance with Laws.

(a) Each Loan Party is and will remain in comipdia in all respects with all laws, statutes, ordoes, rules and
regulations applicable to it, except to the exteat any such non-compliance, individually or ie tiggregate, could not reasonably be
expected to result in a Material Adverse Effect.

(b)  Without limiting the generality of the immediely preceding clause (a), each Loan Party fudiyezes that it is

and will remain in compliance in all material resfgewith all U.S. economic sanctions laws, Exeaitdrders and implementing
regulations as promulgated by the U.S. TreasuryaBeyent's Office of Foreign Assets Control (* OFACand all applicable anti-
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money laundering and counter-terrorism financingvjgzions of the Bank Secrecy Act and the USA Pakid and all regulations
issued pursuant to it. No Loan Party nor anysitbsidiaries, affiliates or joint ventures (Apiperson or entity designated by the
U.S. Government on the list of the Specially Deatgd Nationals and Blocked Persons (the “ SDN istith which a U.S. person or
entity cannot deal with or otherwise engage inmess transactions, (B) is a person or entity whathisrwise the target of U.S.
economic sanctions laws such that a U.S. persentity cannot deal or otherwise engage in busitrassactions with such person or
entity; or (C) is controlled by (including witholinitation by virtue of such person being a direato owning voting shares or
interests), or acts, directly or indirectly, foramr behalf of, any person or entity on the SDN bisé foreign government that is the
target of U.S. economic sanctions prohibitions el the entry into, or performance under, thise®gnent or any other Debt
Document would be prohibited under U.S. law. TB&NS.ist is maintained by OFAC and is available at:
http://lwww.ustreas.gov/offices/enforcement/ofac/sdn

(©) Each Loan Party has met the minimum fundeguirements of the United States Employee Retir¢thneome
Security Act of 1974 (as amended, “ ERISAwith respect to any employee benefit plans scidje ERISA. No Loan Party is an
“investment company” or a company “controlled” by ‘@vestment company” within the meaning of thedatment Company Act of
1940. No Loan Party is engaged principally, ooas of the important activities, in the businesexikénding credit for the purpose of
purchasing or carrying margin stock (within the mag of Regulations T, U and X of the Board of Gowas of the Federal Reserve
System (the “ Federal Reserve Bogxd

5.9. Intellectual Property. The Intellectual Property is and will remain fieed clear of all Liens, except for Permitted Liens
described in clauses (b)(i), (d) (to the extentsisting of software financed in connection with #eguisition of related equipment) and (e) of
Section 5.7. No Loan Party has nor will it entépiany other agreement or financing arrangemewhich such Loan Party has agreed that it
will not grant a security interest in such Loantiarintellectual Property to any other party (atttean agreements with licensors that prohibit
such Loan Party from encumbering or assigningittemse from such licensor or the Intellectual Priypkécensed from such licensor, but only
to the extent that such prohibition is not enfoldeainder applicable law, including, without lintitan, Sections 9-406, 9-407 and 9-408 of the
UCC). Except as disclosed in the Perfection Gedtié and except as disclosed to the Agent inngitifter the Closing Date, as of the Closing
Date and each date a Term Loan is advanced toBerrmo Loan Party has any interest in, or titlany Intellectual Property that is (i) a
registered trademark, or a trademark for whichgplieation has been filed, (ii) a registered coghtj or a copyright for which an application
has been filed, or (iii) a registered patent oatept application. Upon filing of the IntellectiRdoperty Security Agreements with the United
States Patent and Trademark Office and the Unitag$&Copyright Office, as applicable, and thadjlof appropriate financing statements, all
action necessary or desirable to protect and peffgent’s Lien on each Loan Party’s Intellectuabierty that is registered or for which an
application has been filed shall have been dulgrtak Each Loan Party owns or has rights to use all letelal Property material to the
conduct of its business as now conducted by iropg@sed to be conducted by it, without any actualamed infringement upon the rights of
third parties.

5.10. Solvency. Both before and after giving effect to each Téwwan, the transactions contemplated herein, angdment and
accrual of all transaction costs in connection i foregoing, each Loan Party is and will be 8otv As used herein, * Solvehimeans, witl
respect to a Loan Party on a particular date,ahauch date (a) the fair value of the propertgugth Loan Party (including intangible assets
and goodwill) is greater than the total amountaifilities, including contingent liabilities, of sbh Loan Party; (b) the present fair salable value
of the assets of such Loan Party is not less thammount that will be required to pay the probdiblglity of such Loan Party on
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its debts as they become absolute and matureduét) Loan Party does not intend to, and does nietvieethat it will, incur debts or liabilities
beyond such Loan Party’s ability to pay as suctiglahd liabilities mature; (d) such Loan Partyas engaged in a business or transaction, and
is not about to engage in a business or transadtowhich such Loan Party’s property would congé an unreasonably small capital; and (e)
such Loan Party is not “insolvent” within the mezmiof Section 101(32) of the United States Banlay@ode (11 U.S.C. § 101, et. seq), as
amended from time to time. The amount of contindjabilities (such as litigation, guaranties arehpion plan liabilities) at any time shall be
computed as the amount that, in light of all thetefand circumstances existing at the time, reptsghe amount that can be reasonably be
expected to become an actual or matured liability.

5.11. Taxes; Pension. All federal (and all material state and locaR taturns, reports and statements, including inédiom
returns, required by any governmental authoritgddiled by each Loan Party and its Subsidiariee leeen filed with the appropriate
governmental authority and all federal (and alleniat state and local) taxes, levies, assessmadtsimilar charges have been paid prior to the
date on which any fine, penalty, interest or ldtarge may be added thereto for nonpayment theoeafny such fine, penalty, interest, late
charge or loss has been paid), excluding taxegdeassessments and similar charges or other dsnhith are the subject of a Permitted
Contest. Proper and accurate amounts have beleheldtby each Loan Party from its respective emg#syfor all periods in compliance with
applicable laws and such withholdings have beegljirpaid to the respective governmental authoritifach Loan Party has paid all amounts
necessary to fund all present pension, profit sigasind deferred compensation plans in accordarntetigir terms, and no Loan Party has
withdrawn from participation in, or has permitteattal or complete termination of, or permitted treeurrence of any other event with respect
to, any such plan which could reasonably be expecteesult in any liability of a Loan Party, inding any liability to the Pension Benefit
Guaranty Corporation or its successors or any @beernmental authority.

5.12. Full Disclosure. Loan Parties hereby confirm that all of the imfiation disclosed on the Perfection Certificateug t correct
and complete as of the date of this Agreement araf the date of each Term Loan. No representati@anranty or other statement made by or
on behalf of a Loan Party in any Debt Documentror document delivered by any Loan Party in conoectherewith contains any untrue
statement of a material fact or omits to state teriad fact necessary to make the statements cetdherein, in light of the circumstances
under which they were made, not misleading, it peacognized by Agent and Lenders that the prajastand forecasts provided by Loan
Parties in good faith and based upon reasonablstatetl assumptions are not to be viewed as fadtthat actual results during the period or
periods covered by any such projections and fotecaay differ from the projected or forecasted ltssu

6. AFFIRMATIVE COVENANTS.

6.1. Good Standing. Each Loan Party shall maintain its and eachsobitbsidiarieséxistence and good standing in its jurisdic
of organization and maintain qualification in egatisdiction in which the failure to so qualify doueasonably be expected to have a Material
Adverse Effect. Each Loan Party shall maintaim simall cause each of its Subsidiaries to maintaifull force all licenses, approvals and
agreements, the loss of which could reasonablypecated to have a Material Adverse Effect. “ Sdiasy " means, with respect to a Loan
Party, any entity the management of which is, diyear indirectly controlled by, or of which an aggate of more than 50% of the outstanding
voting capital stock (or other voting equity intst)eis, at the time, owned or controlled, directhindirectly by, such Loan Party or one or m
Subsidiaries of such Loan Party, and, unless theesbotherwise requires each reference to a Sabgitgerein shall be a reference to a
Subsidiary of Borrower. For avoidance of doubty@bus-Cytori shall not be deemed to be a SubsidibBorrower for so long as Borrower
does
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not own or control, directly or indirectly, moreathh 50% of the outstanding voting capital stock bfn@pus-Cytori.

6.2. Notice to Agent and Lenders. Loan Parties shall provide Agent and Lenders @)motice of any change in the accuracy of
the Perfection Certificate or any of the represimta and warranties provided in Section 5 abawmédiately upon the occurrence of any
change, (b) notice of the occurrence of any Defaulvent of Default, promptly (but in any eventhin 3 Business Days) after the date on
which any executive officer of a Loan Party obtdinswledge of the occurrence of any such eventdp)es of all statements, reports and
notices made available generally by Borrower teésurity holders and notice of all filings on farh0K, 10Q and 8K filed with the SEC or
any securities exchange or governmental authoxigyasing a similar function, promptly, but in aayent within 5 Business Days of deliveri
or receiving such information to or from such passqd) a report of any legal actions pending oedatened against Borrower or any Subsic
that could reasonably be expected to result in gaar costs to Borrower or any Subsidiary of $280,0r more promptly, but in any event
within 5 Business Days, upon receipt of noticeebér(e) notice of any new applications or regisrss that any Loan Party has made or filed
in respect of any Intellectual Property or any mateadverse change in status of any outstandiptjcgtion or registration within 20 Business
Days of such receipt of confirmation of the filin§such application or filing or receipt of notioEsuch change in status, and (f) notices of all
material statements, reports and notices delivered by a Loan Party in connection with any MakAgreement promptly (but in any event
within 5 Business Days) upon receipt thereof, amgles of the same upon Agent’s request.

6.3. Financial Statements. If Borrower is a private company, it shall delite Agent and Lenders (a) unaudited consolidatet] a
if available, consolidating balance sheets, statgsnef operations and cash flow statements witBin&ys of each month end, in a form
acceptable to Agent and Lenders and certified hydeer’s president, chief executive officer or dHiaancial officer, and (b) its complete
annual audited consolidated and, if available, obdating financial statements prepared under G/A#R certified by an independent certified
public accountant selected by Borrower and satisfgd¢o Agent and Lenders within 120 days of tlsedil year end or, if sooner, at such tim
Borrower’s Board of Directors receives the certifaudit. If Borrower is a publicly held compantyshall deliver to Agent and Lenders
quarterly unaudited consolidated and, if availabtmsolidating balance sheets, statements of apesadnd cash flow statements and annual
audited consolidated and, if available, consolitabalance sheets, statements of operations ahdloasstatements, certified by a recognized
firm of certified public accountants, within 5 dagfter the statements are required to be providelde SEC, and if Agent requests, Borrower
shall deliver to Agent and Lenders monthly unawtiensolidated and, if available, consolidatingabak sheets, statements of operations and
cash flow statements within 30 days after the drehoh month. All such statements are to be pespasing GAAP (subject, in the case of
unaudited financial statements, to the absenceathbtes and normal year end audit adjustments)itBdrrower is a publicly held company,
are to be in compliance with applicable SEC requo@ets. All financial statements delivered pursuarthis Section 6.3 shall be accompanied
by a compliance certificate, signed by the chieéficial officer of Borrower, in the form attachestéto as Exhibit D and a management
discussion and analysis that includes a compatsbudget for the respective fiscal period andmgarison of performance for such fiscal
period to the corresponding period in the priorryeorrower shall deliver to Agent and Lendersa)soon as available and in any event not
later than 45 days after the end of each fiscal g€Borrower, an annual operating plan for Borroyem a consolidated and, if available,
consolidating basis, approved by the Board of Dinexcof Borrower, for the current fiscal year, arrh and substance approved by the Board of
Directors of Borrower and (ii) such budgets, s@legections, or other financial information as Agenany Lender may reasonably request
from time to time generally prepared by Borrowethie ordinary course of business.
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6.4. Insurance. Borrower, at its expense, shall maintain, andlsfzalse each Subsidiary to maintain, insurancéuireg, without
limitation, comprehensive general liability, hazaadd business interruption insurance) with resfeat! of its properties and businesses
(including, the Collateral), in such amounts andezng such risks as is carried generally in acaocg with sound business practice by
companies in similar businesses similarly situaed in any event with deductible amounts, insuaeid policies that shall be reasonably
acceptable to Agent. Borrower shall deliver to Aigeertificates of insurance evidencing such cayeréogether with endorsements to such
policies naming Agent as a lender loss payee atiaddl insured, as appropriate, in form and sulstasatisfactory to Agent. Each policy s
provide that coverage may not be canceled or alteyehe insurer except upon 30 days prior writtetice to Agent and shall not be subjec
co-insurance . Borrower appoints Agent as itsraéig-in-fact to make, settle and adjust all claimder and decisions with respect to
Borrower’s policies of insurance, and to receivgmant of and execute or endorse all documents ksharcdrafts in connection with insurance
payments. Agent shall not act as Borrower’s attpiinefact unless an Event of Default has occurned ia continuing. The appointment of
Agent as Borrower’s attorney in fact is a powergled with an interest and is irrevocable untilailthe Obligations are indefeasibly paid in
full. Proceeds of insurance shall be applied, ataption of Agent, to repair or replace the CoHalter to reduce any of the Obligations if (a)
such proceeds are received at any time that a Defiaan Event of Default has occurred and is cauitig or (b) no Default or Event of Default
has occurred and is continuing at the time suchewds are received but such proceeds exceed agginegate $250,000 in any calendar year.

6.5. Taxes. Borrower shall, and shall cause each Subsid@rimely file all federal (and all material stated local) tax reports
and pay and discharge all federal (and all mateté&k and local) taxes, assessments and goverrobatges or levies imposed upon it, or its
income or profits or upon its properties or anyt plaereof, before the same shall be in defaultlzefdre the date on which penalties attach
thereto, except to the extent such taxes, assetsa@h governmental charges or levies are the gubfj@ Permitted Contest.

6.6. Agreement with Landlord/Bailee. Unless otherwise agreed to by the Agent in wgitend except with respect to Permitted
Locations (as defined below), each Loan Party gitghin and maintain such Access Agreement(s) siggpect to any Collateral Location as
Agent may require. With respect to Collateral Ligmas (other than locations of the type descrilmedauses (ii) and (iii) of the definition of
Permitted Location below) for which the Loan Partiwve not delivered a fully executed Access Agexdrto Agent, upon Agent’s request
Borrower shall deliver to Agent evidence in fornagenably satisfactory to Agent that rental paymenting by any Loan Party were made and
a certification that no default or event of defaxists under such Loan Party’s the lease or Iasesich Collateral
Locations. Notwithstanding anything in this Agrearmto the contrary, the failure to obtain a fidkecuted Access Agreement with respect to
a Collateral Location shall not constitute a DefaunlEvent of Default hereunder. As used hereierfifitted Locations” means the following
locations: (i) facilities located outside of theitéwl States at which a Loan Party maintains Ceatuligstems (as defined below) in such Loan
Party’s ordinary course of business, (ii) locations wheetution Systems may be temporarily located byari Party for use in clinical trials
an unaffiliated third party in such Loan Party’slioary course of business, (iii) locations wherdu@en Systems may be temporarily located
by a Loan Party with physicians for demonstratiesting and product development purposes in suelm [Rarty’s ordinary course of business,
and (iv) locations where Collateral may be templyréwcated by a Loan Party for maintenance or iejpasuch Loan Partg ordinary course
business; provided, that with respect to the locatidescribed in the immediately preceding cla@i¥éisrough and including (iv), the book
value of all Collateral at such locations shakhattime be greater than $200,000 per location 80%X00 in the aggregate. As used herein,
“Celution Systems” means the family of productsQ,6000, 800, 900/MB & next generation Celution @eyj which processes patients’ cells at
the bedside in real time separating a therapeose of stem and regenerative cells from a pati@wtts fat tissue, including
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a central processing device, a related single-asswmable used for each patient specific procedme supportive procedural components.

6.7. Protection of Intellectual Property. Each Loan Party shall take all necessary actimn@) protect, defend and maintain the
validity and enforceability of its Intellectual Rrerty to the extent material to the conduct obiisiness now conducted by it or proposed to be
conducted by it, (b) promptly advise Agent and Lensdn writing of material infringements of its éfiectual Property and, should the
Intellectual Property be material to such Loan Yarusiness, take all appropriate actions to enfissagghts in its Intellectual Property agai
infringement, misappropriation or dilution and &xover any and all damages for such infringemeisappropriation or dilution, (c) not allow
any Intellectual Property material to such LoantyPaibusiness to be abandoned, forfeited or deelictd the public without Agent’s written
consent, except that a Loan Party may abandonrfaitfoegistrations with respect to such IntelledtBroperty in jurisdictions outside the
United States where, in the good faith businesgrj&ht of Borrower’s board of directors, the valfi¢he registrations of such Intellectual
Property is outweighed by the cost of maintaininghsregistrations in such jurisdiction, and (d)ifyofgent promptly, but in any event within
10 Business Days, if it knows or has reason to kti@vany application or registration relating try gatent, trademark or copyright (now or
hereafter existing) material to its business magohee abandoned or dedicated, or if any adversemigigtion or development (including the
institution of, or any such determination or deyah@nt in, any proceeding in the United States Rated Trademark Office, the United States
Copyright Office or any court) regarding such Ldzarty’s ownership of any Intellectual Property mateideaits business, its right to register
same, or to keep and maintain the same. Each Ragy shall remain liable under each of its Intli@l Property licenses pursuant to which it
is a licensee (“ License¥to observe and perform all of the conditions aftigations to be observed and performed by iteheder, to the
extent that such License is material to the Loami¢®a business. None of Agent or any Lender shalle any obligation or liability under any
such License by reason of or arising out of thise&gnent, the granting of a Lien, if any, in sucbdrse or the receipt by Agent (on behalf of
itself and Lenders) of any payment relating to angh License. None of Agent or any Lender shafiogired or obligated in any manner to
perform or fulfill any of the obligations of any ha Party under or pursuant to any License, or tkenaay payment, or to make any inquiry as
to the nature or the sufficiency of any paymeneieed by it or the sufficiency of any performangeany party under any License, or to pre:
or file any claims, or to take any action to callecenforce any performance or the payment ofeangunts which may have been assigned
or which it may be entitled at any time or times.

6.8. Special Collateral Covenants.

€) Each Loan Party shall remain in possessidts oéspective Collateral solely at (1) the looa(s) specified on
the Perfection Certificate, (2) Permitted Locatiamsl (3) locations where portable goods of a demimnature (such as laptops,
phones and other similar equipment) may be locatddemployees or consultants of a Loan Party thdwan Party’s ordinary
course of business; except that Agent, on behatéelf and Lenders, shall have the right to pas¢@sny chattel paper or instrument
that constitutes a part of the Collateral, (ii) anlger Collateral in which Agent’s security interésn behalf of itself and Lenders) may
be perfected only by possession and (iii) any G@eléd after the occurrence of an Event of Defauliécordance with this Agreement
and the other Debt Documents.

(b)  Each Loan Party shall (i) use the Collaterdy in its trade or business, (ii) maintain alltbé Collateral in good
operating order and repair, normal wear and teage@ed, and (iii) use and maintain the Collaterdy i compliance with
manufacturers’ recommendations or prudent indystagtices and all applicable laws, except wheialare to do so could not
reasonably be expected to have a Material Adveffeete
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(c)  Agent and Lenders do not authorize and eaanlParty agrees it shall not (i) part with poseessf any of the
Collateral (except in accordance with Section §.8fove, to Agent (on behalf of itself and Lendess)for a Permitted Disposition),
or (ii) remove any of the Collateral from the comtntal United States except as provided in clalisé {he definition of “Permitted
Locations” in Section 6.6.

(d) Each Loan Party shall pay promptly when duéderal (and all material state and local) tategnse fees,
assessments and public and private charges leviessessed on any of the Collateral, on its usen ¢his Agreement or any of the
other Debt Documents, other than in connection wiBermitted Contest. At its option, Agent mayemfood faith consultation with
Borrower (unless a Default or an Event of Defaals loccurred and is continuing), discharge taxesd,isecurity interests or other
encumbrances at any time levied or placed on tHat€wml and may pay for the maintenance, insuramcepreservation of the
Collateral and effect compliance with the termshis Agreement or any of the other Debt Documefiach Loan Party agrees to
reimburse Agent, on demand, all costs and expensesged by Agent in connection with such paymenperformance and agrees 1
such reimbursement obligation shall constitute gailons.

(e) Each Loan Party shall, at all times, keepueate and complete records of the Collateral.

()  Each Loan Party agrees and acknowledgesathathird person who may at any time possess ahgiportion
of the Collateral shall be deemed to hold, andl $twddl, the Collateral as the agent of, and asgedublder for, Agent (on behalf of
itself and Lenders). Agent may at any time giveéa®to any third person described in the precedergence that such third person is
holding the Collateral as the agent of, and asgaduwlder for, Agent (on behalf of itself and Lergje

(9) Each Loan Party shall, during normal busiresgs, and in the absence of a Default or an Evebefault,
upon one Business Day'’s prior notice, as frequeagiyAgent determines to be appropriate: (i) provident (who may be
accompanied by representatives of any Lender) apatits officers, employees and agents accetizetproperties, facilities, advist
and employees (including officers) of each Loartyand to the Collateral, (ii) permit Agent (who yriae accompanied by
representatives of any Lender), and any of itsef, employees and agents, to inspect, audit ake extracts from any Loan Party’s
books and records (or at the request of Agentyeletrue and correct copies of such books and dsdor Agent), and (iii) permit
Agent (who may be accompanied by representativasyl ender), and its officers, employees and agéntnspect, review, evaluate
and make test verifications and counts of the @it of any Loan Party; providedowever, that absent the occurrence and
continuance of a Default or Event of Default, Bavew shall only be obligated to reimburse Agentdosts and expenses under Sec
10.5 with respect to four (4) such inspections andits during any calendar year. Upon Agent’s estjueach Loan Party will
promptly notify Agent in writing of the location @iny Collateral (excluding the portable goods deeinimis nature described in
Section 6.8(a)(3). If a Default or Event of Default has occurredias continuing or if access is necessary to pveser protect the
Collateral as determined by Agent, each such LaatyRhall provide such access to Agent and to eaalder at all times and witho
advance notice. Each Loan Party shall make avaitabAgent and its auditors or counsel, as quieldys possible under the
circumstances, originals or copies of all books mmbrds that Agent or such Lender may reason&jyast. Notwithstanding any
other provision of this Agreement or any other DBbtument, so long as no Default or Event of Ddfthén exists, each Loan Party
shall have the right to deny or restrict the Agéme, Lenders and their
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respective representatives, access to highly cenfial and proprietary scientific data and speatfans, in each case, solely to the
extent pertaining to Celution Systems.

6.9. MacroPore Dissolution. On or prior to November 13, 2008, Borrower shalivie to Agent, in form and substance
reasonably satisfactory to Agent, evidence of ikeadution of MacroPore Biosurgery, Inc., a Delagvaorporation (such dissolution, the “
MacroPore Dissolutiot)).

6.10. Further Assurances. Each Loan Party shall, upon request of Agentifilirto Agent such further information, execute and
deliver to Agent such documents and instrumentduding, without limitation, UCC financing statentghand shall do such other acts and
things as Agent may at any time reasonably reqetsting to the perfection or protection of thelg@g interest created by this Agreement or
for the purpose of carrying out the intent of thireement and the other Debt Documents.

7. NEGATIVE COVENANTS

7.1. Liens. No Loan Party shall, and no Loan Party shall peamy of its Subsidiaries to, (a) create, incsswane or permit to
exist any Lien on any Collateral, including, withdimitation, any Intellectual Property, except Péted Liens or (b) become a party to any
agreement that would prohibit the granting of ausiéginterest in such Loan Party’s Collateral tgeht (other than agreements with licensors
that prohibit such Loan Party or Subsidiary fronswmbering or assigning the license from such lioens the Intellectual Property licensed
from such licensor, but only to the extent thatrspmhibition is not enforceable under applicable lincluding, without limitation, Sections 9-
406, 9-407 and 9-408 of the UCC).

7.2. Indebtedness.No Loan Party shall, and no Loan Party shall peamy of its Subsidiaries to, directly or indirgctireate,
incur, assume, permit to exist, guarantee or otisertyecome or remain directly or indirectly liallgh respect to, any Indebtedness (as
hereinafter defined), except for (a) the Obligasiofb) Indebtedness existing on the date hereofantbrth on Schedule B to this Agreement,
(c) Indebtedness consisting of capitalized leadigations and purchase money Indebtedness, in @sdhincurred by Borrower or any of its
Subsidiaries to finance the acquisition, repaipriovement or construction of fixed or capital assétsuch person, provided that (i) the
aggregate outstanding principal amount of all dndebtedness does not exceed $250,000 at any tich@ipthe principal amount of such
Indebtedness does not exceed the lower of theocdair market value (plus taxes, shipping andalation expenses) of the property so
acquired or built or of such repairs or improvensdirtanced with such Indebtedness (each measutbd &tme of such acquisition, repair,
improvement or construction is made), (d) obligagioinder any foreign exchange contract, curren@psagreement, interest rate swap, cap or
collar agreement or other similar agreement omgeenent entered into by a Loan Party in the orglicaurse of business and designed to alter
the risks arising from fluctuations in currencyued or interest rates, but not for speculative gsep, (€) guaranties by one or more Loan
Parties of obligations or liabilities of other LoRarties, so long as no Default or Event of Defaaltild occur either before or after giving
effect to any such guaranty, (f) Indebtedness imetliby Foreign Subsidiaries from third party finahastitutions in an aggregate amount not
in excess of $250,000; (g) Indebtedness consistii8/B Cash Management Obligations owing by BormoteeSilicon Valley Bank in an
amount not to exceed $250,000 in the aggregateydirae; and (h) Indebtedness owing by any LoarnyRaranother Loan Party, provided that
(i) each Loan Party shall have executed and deli/és each other Loan Party a demand note (eachHnéercompany Noté) to evidence suc
intercompany loans or advances owing at any timedmh Loan Party to the other Loan Parties, whitértompany Note shall be in form and
substance reasonably satisfactory to Agent and Ishalledged and delivered to Agent pursuant tdfledge Agreement as additional
Collateral for the Obligations, (ii) any and aldebtedness of any Loan Party to another Loan Bagl be subordinated to the Obligations
pursuant to the subordination terms set forth thdatercompany Note, and (iii) no Default or EvehDefault
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would occur either before or after giving effectatny such Indebtednesdhe term “ Indebtednessmeans, with respect to any person, at any
date, without duplication, (i) all obligations afch person for borrowed money, (ii) all obligati@mfsuch person evidenced by bonds,
debentures, notes or other similar instrumentapon which interest payments are customarily méieall obligations of such person to pay
the deferred purchase price of property or seryisesexcluding obligations to trade creditors imed in the ordinary course of business and
not past due by more than 90 days, (iv) all chfgtse obligations of such person, (v) the priatiglance outstanding under any synthetic
lease, tax retention operating lease, off-balaheetsloan or similar off-balance sheet financingduoict, (vi) all obligations of such person to
purchase securities (or other property) which asisteof or in connection with the issuance or gdlthe same or substantially similar securities
(or property), (vii) all contingent or non-contimgenbligations of such person to reimburse any lardther person in respect of amounts paid
under a letter of credit or similar instrumentjij\all equity securities of such person subjectdpurchase or redemption otherwise than at the
sole option of such person, (ix) all “earnouts” amilar payment obligations of such person, (k)radlebtedness secured by a Lien on any
asset of such person, whether or not such indebssda otherwise an obligation of such person gikipbligations of such person under any
foreign exchange contract, currency swap agreenrgatest rate swap, cap or collar agreement a@ratimilar agreement or arrangement
designed to alter the risks of that person arifiog fluctuations in currency values or interesesain each case whether contingent or
matured, and (xii) all obligations or liabilitie$ athers guaranteed by such person.

7.3. Dispositions. No Loan Party shall, and no Loan Party shall peamy of its Subsidiaries to, convey, sell, réefse, sublease,
mortgage, license, transfer or otherwise dispogealfectively, “ Transfet’) any of the Collateral or any Intellectual Profyeexcept for the
following (collectively, “ Permitted Dispositiori$: (a) sales of inventory in the ordinary courgéosiness; (b) dispositions by a Loan Party or
any of its Subsidiaries of tangible assets for eashfair value that are no longer used or useftié business of such Loan Party or such
Subsidiary so long as (i) no Default or Event ofddt exists at the time of such disposition or Vdooe caused after giving effect thereto and
(i) the fair market value of all such assets disggbof does not exceed $75,000 in any calendar §garon-exclusive licenses for the use of
any Loan Party’s Intellectual Property in the oedincourse of business; (d) exclusive licenseshferuse of any Loan Party’s Intellectual
Property in the ordinary course of business, sg ) with respect to each such exclusive licgfiilsep Default or Event of Default exists at
time of such Transfer, (ii) the license constitlaesarms-length transaction made in connection aitlbna fide corporate collaboration,
distribution agreement or similar arrangement edhdinary course of business and the terms oftwlaig their face, do not provide for a sale
or assignment of any Intellectual Property, (tiig¢ tapplicable Loan Party delivers 30 days priottemi notice and a brief summary of the terms
of the license to Agent, (iv) the applicable Loartk delivers to Agent copies of the final executednsing documents in connection with the
license promptly upon consummation of the liceasel (v) all royalties, milestone payments or offreiceeds arising from the licensing
agreement are paid to a deposit account that isrged by an Account Control Agreement; (e) licereddatellectual Property pursuant to the
terms and conditions of the Olympus Agreementfi@g éxist on the Closing Date; (f) the sale by Bever of all or substantially all of the
assets related to the SurgiWrap Thin Film busines$ong as, with respect to such sale of assets) Default or Event of Default exists at the
time of such sale, (ii) such sale constitutes amsaength transaction with a non-affiliate, (iiipBower delivers to Agent copies of the final
executed sale agreement upon consummation of kiae(isa Borrower shall receive net cash proceedst ¢east $1,000,000 from such sale and
(v) all such cash proceeds are paid to a depositusnt that is governed by an Account Control Agreetnand (g) the MacroPore Dissolution.

7.4. Change in Name, Location or Executive Office; Changin Business; Change in Fiscal Year.No Loan Party shall, and no
Loan Party shall permit any of its Subsidiaries(&),change its name or its state of organizatitthout the prior written consent of Agent (st
consent not to be unreasonably withheld), (b) @®is chief executive office without 30 days priwitten notification to
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Agent, (c) engage in any business other than soresbly related or incidental to the businessently engaged in by the Loan Parties and
their Subsidiaries, (d) cease to conduct busingsstantially in the manner conducted by the Loamié%aand their Subsidiaries as of the da
this Agreement or (e) change its fiscal year end.

7.5.  Mergers or Acquisitions. No Loan Party shall merge or consolidate, antdagan Party shall permit any of its Subsidiaries to
merge or consolidate, with or into any other persoantity (other than mergers of a Subsidiary etcoan Party in which such Loan Party is
the surviving entity, or mergers of a Loan Parthéo than Borrower) into another Loan Party) oruaex] or permit any of its Subsidiaries to
acquire, all or substantially all of the capitalct or property of another person or entity omalsubstantially all of the assets constituting any
line of business, division, branch, operating donsor other unit operation of another person ditgn Notwithstanding the foregoing,
Borrower may acquire all or substantially all oé thssets or stock of another business entity (susimess entity, the “ Targ8tso long as (a)
Agent and each Lender shall receive at least twgtty Business Days’ prior written notice of suebgmsed acquisition, which notice shall
include a reasonably detailed description of sucip@sed acquisition; (b) such acquisition shaliyanVolve assets located in the United States
and comprise a business, or those assets of aglsgsigubstantially of the type engaged in by Boeraw its Subsidiaries and which business
would not subject Agent or any Lender to regulatmryhird party approvals in connection with theise of its rights and remedies under
Agreement or any other Debt Documents other thanosjals applicable to the exercise of such rights @medies with respect to Borrower
prior to such acquisition; (c) such acquisitionlsha consensual and shall have been approved tgefa board of directors or similar
governing body (as applicable); (d) the purchagmepraid and/or payable in cash or other propertyet than capital stock) in connection with
all acquisitions (including all transaction costslall Indebtedness, liabilities and contingenigsiions incurred or assumed in connection
therewith or otherwise reflected in a consoliddiathnce sheet of Borrower and Target) shall noéed1,000,000 during the term of this
Agreement; (e) with respect to an acquisition gaidn whole or in part with capital stock, suctgatsition shall not result in any decrease in
the Tangible Net Worth (as defined below) of tha@hd arties; (f) the business and assets acquimatmacquisition shall be free and clear of
all Liens (other than Permitted Liens); (g) at adopto the closing of any acquisition, Agent vk granted a first priority perfected Lien
(subject to Permitted Liens), for the ratable bamdfAgent and Lenders, in all assets or stocku&regl pursuant thereto and Borrower shall
have executed such documents and taken such aasanay be required by Agent in connection thelrewit) at the time of such acquisition
and after giving effect thereto, no Default or BvehDefault has occurred and is continuing; apdnfimediately after the consummation of
such acquisition and after giving effect theretorBwer shall have unrestricted balance sheet@adiCash Equivalents in one or more deg
accounts or securities accounts over which Agestigained control under Section 7.10 of not lbas the product of (x) negative twelve (-
12) times (y) the Cash Burn Amount (as such terdeffned in Section 7.12 below) based on pro fofimancial statements that are delivere
and approved by Agent and Lenders. “Tangible Nettt%/ means, on any date, the consolidated tos#taf the Loan Parties and their
Subsidiaries minus(x) any amounts attributable to (1) goodwill, {@angible items such as unamortized debt discandtexpense, patents,
trade and service marks and names, copyrightsemsdrch and development expenses except prepads®gy and (3) reserves not already
deducted from assets, and (y) the obligationsshatild, under GAAP, be classified as liabilitiesBorrower’s consolidated balance sheet,
including all Indebtedness.

7.6. Restricted Payments. No Loan Party shall, and no Loan Party shall peamy of its Subsidiaries to, (a) declare or pay a
dividends (other than the payment of dividends eor8wver and the payment of dividends of a Subsydidia Loan Party (other than Borrower)
to such Loan Party) or make any other distributiopayment on account of or redeem, retire, defeapeirchase any of its capital stock
(including without limitation any repurchase of astyares of Olympus-Cytori, whether pursuant toiSe@&.3 of the Shareholders Agreement
or otherwise), (b) purchase, redeem, defease paprany
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principal of, premium, if any, interest or other@mt payable in respect of any Indebtedness mids tscheduled maturity, (c) make any
payment in respect of management fees or consutesy(or similar fees) to any equityholder or othidiliate of Borrower, or (d) be a party to
or bound by an agreement that restricts a Subgiffiem paying dividends or otherwise distributingperty to Borrower; providegdhowever,
the foregoing shall not restrict: (i) the declavator payment of dividends, or the making of disttions, payable solely in Borrower’s capital
stock, (ii) the conversion of debt securities inapital stock, or (iii) the issuance of capitalcétapon the exercise or conversion of warrants or
options.

7.7. Investments. No Loan Party shall, and no Loan Party shall gieamy of its Subsidiaries to, directly or indirlgcfa) acquire
or own, or make any loan, advance or capital coation (an “ Investmer in or to any person or entity, (b) acquire oeate any Subsidiary
(other than in connection with an acquisition peteda under the terms and conditions of Section, Bi5)c) engage in any joint venture or
partnership with any other person or entity, othan: (i) Investments existing on the date heredf set forth on ScheduletB this Agreemen
(i) Investments in cash and Cash Equivalents éimeld below), (iii) cash Investments by BorroweiQlympus-Cytori in an aggregate amount
in any calendar year not to exceed $350,000 fopthipose paying operating expenses of Olympus-Ciytdine ordinary course of its business,
(iv) Investments consisting of extensions of crédithe nature of accounts receivable or notesivabke arising from the grant of trade credi
the ordinary course of business, and Investmentived in satisfaction or partial satisfaction gwrfrom financially troubled account debtors
to the extent reasonably necessary in order togptew limit loss; (v) acquisitions permitted undee terms and conditions of Section 7.5, (vi)
Investments by a Loan Party in any other Loan P&tyloans or advances to employees of Borrowearty of its Subsidiaries to finance
travel, entertainment and relocation expenses #rat ordinary business purposes in the ordinaryssoaf business as presently conducted,
provided that the aggregate outstanding principaunt of all loans and advances permitted pursiaethiis clause (vi) shall not exceed
$100,000 at any time; (vii) Investments in jointtigres or strategic alliances in the ordinary cewfthe Loan Parties’ business consisting of
the licensing of technology, the development ohtexdogy or the providing of support, provided tfijtany cash Investments by the Loan
Parties do not exceed $100,000 in the aggregateyiriiscal year and (II) no Default or Event of Belt exists at the time of such Investmen
would be caused after giving effect thereto, anid) (nvestments pursuant to Borrower’s investmpalicy attached hereto as Exhibit(But
not any changes to such policy unless approveddsnf) (collectively, the “ Permitted Investmefits The term “ Cash Equivalentaneans
(v) any readily-marketable securities (i) issueddaydirectly, unconditionally and fully guaranteedinsured by the United States federal
government or (ii) issued by any agency of the éthibtates federal government the obligations otlwhre fully backed by the full faith and
credit of the United States federal government, gy readily-marketable direct obligations issugdby other agency of the United States
federal government, any state of the United Statesy political subdivision of any such state oy aublic instrumentality thereof, in each
case having a rating of at least “A-1” from S&Pabieast “P-1" from Moody’s, (X) any commercial gapated at least “A " by S&P or “ R1
" by Moody’s and issued by any entity organized emithe laws of any state of the United Statesafy) U.S. dollar-denominated time deposit,
insured certificate of deposit, overnight bank dapor bankers’ acceptance issued or accepted Bgént or (i) any commercial bank that is
(A) organized under the laws of the United Staddy, state thereof or the District of Columbia, (Bdequately capitalized” (as defined in the
regulations of its primary federal banking regutajand (C) has Tier 1 capital (as defined in segulations) in excess of $250,000,000 or (z)
shares of any United States money market fund(ihlads substantially all of its assets investegtiomously in the types of investments
referred to in clause (¥)(w), (x) or (y) above with maturities as set forth in theyiso below, (ii) has net assets in excess of $8I)000 and
(iii) has obtained from either S&P or Moody'’s thigltest rating obtainable for money market fundghaUnited States; providedowever,
that the maturities of all obligations specifiedaimy of clauses (v)(w) , (x) and_(y)above shall not exceed 365 days. For the avoidahce
doubt, “Cash Equivalents” does not include (anchdaman Party is prohibited from purchasing or pasihg participations in) any auction rate
securities or other corporate
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or municipal bonds with a long-term nominal matufdgr which the interest rate is reset through acbwauction.

7.8. Transactions with Affiliates. No Loan Party shall, and no Loan Party shall pieamy of its Subsidiaries to, directly or
indirectly enter into or permit to exist any tracsan with any Affiliate (as defined below) of a &0 Party or any Subsidiary of a Loan Party
except for (a) sales of equity securities of Borown bona fide equity financings for the purpo$eaising capital; (b) Investments by a Loan
Party in its Subsidiaries to the extent permittader Section 7.7; (c) transactions among Loan &aréind (d) transactions that are in the
ordinary course of such Loan Party’s or such Sudsits business, upon fair and reasonable terntsatigano more favorable to such Affiliate
than would be obtained in an arm’s length transactiAs used herein, “ Affiliate means, with respect to a Loan Party or any Sudsiodf a
Loan Party, (i) each person that, directly or iadily, owns or controls 5% or more of the stockn@mbership interests having ordinary voting
power in the election of directors or managersughsLoan Party or such Subsidiary, and (ii) eaals@ethat controls, is controlled by or is
under common control with such Loan Party or suchs&liary.

7.9. Compliance. No Loan Party shall, and no Loan Party shall geamy of its Subsidiaries to, (a) fail to complytkvthe laws
and regulations described in clauses (b) or (Qegftion 5.8 herein, (b) use any portion of the Teaans to purchase or carry margin stock
(within the meaning of Regulation U of the FeddRakerve Board) or (c) fail to comply in any matieméspect with, or violate in any material
respect any other law or regulation applicable.to i

7.10. Deposit Accounts and Securities Accounts.No Loan Party shall directly or indirectly maiimar establish any deposit
account or securities account, unless Agent, théagble Loan Party or Loan Parties and the deposinstitution or securities intermediary at
which the account is or will be maintained entéo ia deposit account control agreement or secsiidtdeount control agreement, as the case
may be, in form and substance satisfactory to Agamt’ Account Control Agreemefit (which agreement shall provide, among otherdbin
that (i) such depository institution or securitisermediary has no rights of setoff or recouprmardany other claim against such deposit or
securities account (except as agreed to by Agettityr than for payment of its service fees andratharges directly related to the
administration of such account and for returnecckb®r other items of payment, and (ii) such depoginstitution or securities intermediary
shall comply with all instructions of Agent withofutrther consent of such Loan Party or Loan Partisspplicable, including, without
limitation, an instruction by Agent to comply exsively with instructions of the Agent with respéatsuch account (such notice, a “ Notice of
Exclusive Control’)), prior to or concurrently with the establishmerf such deposit account or securities accounin(tre case of any such
deposit account or securities account maintainexf tee date hereof, on or before the Closing Dafgent may only give a Notice of
Exclusive Control with respect to any deposit actar securities account at any time at which aarfEwf Default has occurred and is
continuing. Notwithstanding the provisions of tBisction 7.10, Borrower shall designate one or rdemicated deposit accounts to be used
exclusively for payroll or withholding tax purposesd such dedicated deposit accounts shall nstibject to any Account Control Agreeme

7.11.  Amendments to Other Agreements No Loan Party shall amend, modify or waive amyvfsion of (a) any Material
Agreement or (b) any of such Loan Party’s orgaioral documents, in each case, without the pridgttevr consent of Agent and the Requisite
Lenders unless the net effect of such amendmerdifizetion or waiver is not adverse to any Loant?ahgent or Lenders.

7.12.  Financial Covenants.

(@) Borrower shall at all times have unrestridbathnce sheet cash and Cash Equivalents in omerar deposit
accounts or securities accounts over which Agestotained
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control under Section 7.10 of not less than thelpecoof (i) negative three3)} times (ii) the Cash Burn Amount at such timeyvied,
however, that at the time of requesting the Subseiglierm Loan and at all times after the advandbefSubsequent Term Loan,
Borrower shall at all times have unrestricted be¢asheet cash and Cash Equivalents in one or nepiesd accounts or securities
accounts over which Agent has obtained control uéetion 7.10 of not less than the product oféative six (-6) times (ii) the
Cash Burn Amount at such time.

(b)  Borrower shall at all times have unrestridbathnce sheet cash and Cash Equivalents in omerer deposit
accounts or securities accounts maintained wiflhdilValley Bank and over which Agent has obtainedtrol under Section 7.10 of
not less than $1,000,000; provideithat any funds in such deposit or securities aetomaintained with Silicon Valley Bank under
this clause (b) shall be included for purposesatémmining compliance with clause (a) above.

(c)  Asused in this Agreement, “ Cash Burn Amdumieans, with respect to Borrower and its consadida
Subsidiaries, as of any date of determination as®th on the financial statements most recentlyeleld to Agent and the Lenders in
accordance with this Agreement, the difference betw

(1) the product of (i) the sum of, without dupliicat, (A) net income (loss), plus (B) depreciatiamortization and other non-
cash charges (excluding accruals for cash expanade in the ordinary course of business), minusn(@}inanced capit:
expenditures, minus (D) natash revenue, in each case of clauses (A), (B)a(@)(D), for the immediately preceding
month period on a trailing basis, divided (ii) six,

minus

2 the product of (i) the current pont of interest bearing liabilities due and payaiblehe immediately succeedi
six months dividedby (ii) six.

8. DEFAULT AND REMEDIES.

8.1. Events of Default. Loan Parties shall be in default under this Agreet and each of the other Debt Documents if (efthe
following, an “ Event of Default):

(&) Borrower shall fail to pay (i) any principghen due, or (ii) any interest, fees or other Gdtligns (other than as
specified in clause (i)) within a period of 3 dafter the due date thereof (other than on any Apple Term Loan Maturity Date);

(b) any Loan Party breaches any of its obligations ugetion 6.1 (solely as it relates to maintairitsgexistence’
Section 6.2, Section 6.3, Section 6.4 or Article 7;

(c) any Loan Party breaches any of its othergalibns under any of the Debt Documents and faitute such
breach within 30 days after the earlier of (i) thede on which an executive officer (including, with limitation, a president, chief
executive officer, chief financial officer, secmgtavice president or general counsel) of such LBarty becomes aware, or through
exercise of reasonable diligence should have be@age, of such failure and (ii) the date on whiolice shall have been given to
Borrower from Agent;
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(d) any warranty, representation or statemententadieemed made by or on behalf of any Loan Radny of the
Debt Documents in connection with any of the Olilyas shall be false or misleading in any mategapect when made or deemed
made;

(e) any of the Collateral with a value, individlyaor in the aggregate, in excess of $50,000 bjextted to
attachment, execution, levy, seizure or confiscaitioany legal proceeding or otherwise, or if asydl or administrative proceeding is
commenced against any Loan Party or any of thea@oll, which subjects any of the Collateral witvadue, individually or in the
aggregate, in excess of $50,000 to a materialofisittachment, execution, levy, seizure or confisceand no bond is posted or
protective order obtained to negate such risk;

()  one or more judgments, orders or decreed bhalendered against any Loan Party or any Sudryidif a Loan
Party that exceeds by more than $100,000 any insareoverage applicable thereto (to the extentetewant insurer has been notif
of such claim and has not denied coverage therafat)either (i) enforcement proceedings shall len commenced by any creditor
upon any such judgment, order or decree or (iingudgment, order or decree shall not have beeatgdor discharged for a perioc
30 consecutive days and there shall not be in efigcreason of a pending appeal or otherwise)saay of enforcement thereof;

(@) (i) any Loan Party or any Subsidiary of a hd#arty shall generally not pay its debts as settisdhecome due,
shall admit in writing its inability to pay its debgenerally, shall make a general assignmenhfobenefit of creditors, or shall cease
doing business as a going concern, (ii) any prdogeshall be instituted by or against any Loan Yartany Subsidiary of a Loan Pe
seeking to adjudicate it a bankrupt or insolvendeeking liquidation, winding up, reorganizatiorraagement, adjustment, protection,
relief, composition of it or its debts or any siamibrder, in each case under any law relating tdxtgptcy, insolvency or reorganizati
or relief of debtors or seeking the entry of aneoridr relief or the appointment of a custodiameieer, trustee, conservator, liquida
agent, liquidator, other similar official or othefficial with similar powers, in each case for itfor any substantial part of its property
and, in the case of any such proceedings institagedhst (but not by or with the consent of) suolah Party or such Subsidiary, either
such proceedings shall remain undismissed or uedtiy a period of 45 days or more or any actiargbbin such proceedings shall
occur or (iii) any Loan Party or any Subsidiaryadfoan Party shall take any corporate or similéioacr any other action to author
any action described in clausedji)(ii) above;

(h)  a Material Adverse Effect shall have occuyred

0] (i) any provision of any Debt Document sHall to be valid and binding on, or enforceableiagh a Loan Party
party thereto, or (ii) any Debt Document purportiogyrant a security interest to secure any Ohtigaghall fail to create a valid and
enforceable security interest on any Collaterapprted to be covered thereby or such securityésteshall fail or cease to be a
perfected Lien with the priority required in théeneant Debt Document, or any Loan Party shall stateriting that any of the events
described in clause (r (ii) above shall have occurred;

)] (i) any Loan Party or any Subsidiary of a bddarty defaults under any Olympus Agreement orcahgr
Material Agreement (after any applicable graceqabdontained therein), (ii) (A) any Loan Party ay&ubsidiary of a Loan Party
fails to make (after any applicable grace periad) payment when due (whether due because of sakdwturity, required
prepayment provisions, acceleration, demand omaike) on any Indebtedness (other than the Obtiga)iof such Loan Party or st
Subsidiary having an aggregate principal
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amount (including undrawn committed or availableoants and including amounts owing to all creditamsler any combined or
syndicated credit arrangement) of more than $3@(0Material Indebtednesy, (B) any other event shall occur or conditiorah
exist under any contractual obligation relatin@iry such Material Indebtedness, if the effect ahsevent or condition is to acceler:
or to permit the acceleration of (without regarary subordination terms with respect thereto) nlagurity of such Material
Indebtedness or (C) any such Material Indebtedsieaslt become or be declared to be due and payabies required to be prepaid,
redeemed, defeased or repurchased (other thamdgukarly scheduled required prepayment), pridheostated maturity thereof, or
(i) Borrower or any Subsidiary defaults (beyonmd/applicable grace period) under any obligatianp@yments due under any lease
agreement that meets the criteria for the requirgmiean Access Agreement under Section 6.6; or

(k) (i) any of the chief executive officer, the chiefdncial officer or the president of Borrower astod date hereof
shall cease to be involved in the day to day operat(including, with respect to the chief scientifficer, research development) or
management of the business of Borrower, and a ssocef such officer reasonably acceptable to #guisite Lenders is not
appointed on terms reasonably acceptable to thaifitgLenders within 120 days of such cessatioimaslvement, (ii) the
acquisition, directly or indirectly, by any persongroup (as such term is used in Section 13(@){#)e Securities Exchange Act of
1934) of more than thirty-five percent (35%) of thating power of the voting stock of Borrower byyaaf merger or consolidation or
otherwise, (iii) during any period of twelve constee calendar months, individuals who at the beiig of such period constituted
the board of directors of Borrower (together witty mew directors whose election by the board afalors of Borrower or whose
nomination for election by the stockholders of Baver was approved by a vote of at least thiods of the directors then still in offi
who either were directors at the beginning of suetiod or whose election or nomination for electicas previously so approved)
cease for any reason other than death or disatilitpnstitute a majority of the directors theroffice, or (iv) Borrower ceases to own
and control, directly or indirectly, all of the ewamic and voting rights associated with the outditagn voting capital stock (or other
voting equity interest) of each of its Subsidiarigther than in connection with a transaction esglsepermitted by the terms of this
Agreement; or

() Any event shall occur whereby Olympus obtains thketrunder Section 8.3 of the Shareholders Agre¢mien
under any other Olympus Agreement to require Boeraw purchase or sell any shares of Olympus-Cytori

8.2. Lender Remedies. Upon the occurrence of any Event of Default, Aggall, at the written request of the Requisiteders,

terminate the Commitments with respect to furthemT Loans and declare any or all of the Obligatimnse immediately due and payable,
without demand or notice to any Loan Party andaiteelerated Obligations shall bear interest aDifault Rate pursuant to Section 2.6,
provided that, upon the occurrence of any Evemefhult specified in Section 8.1(g) above, the Caotmmants shall be automatically
terminated and the Obligations shall be automdyicadcelerated. After the occurrence of an Evémefault, Agent shall have (on behalf of
itself and Lenders) all of the rights and remedifa secured party under the UCC, and under arer aghplicable law; provideghowever, thal
Agent shall not commence the exercise of suchsightl remedies (whether arising under this Agreéoreany other Debt Document) withc
the prior written request of Requisite Lenders.obthe exercise of such rights and remedies, Agjeait consult with and keep the Lenders
informed thereof at reasonable intervals; providexyever, that notwithstanding any such consuhatimnd provision of information to the
Lenders, Agent shall retain the right to make atkedminations in the event of disagreements betweemt and Lenders. Without limiting the
foregoing, (1) Agent shall have the right to, ahtha written request of the Requisite Lenderslsfa)l notify any account debtor of any
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Loan Party or any obligor on any instrument whiohstitutes part of the Collateral of the secunitierest of the Agent in the same (for the
benefit of itself and Lenders) and (b) with or weith legal process, enter any premises where thiat€al may be and inspect the Collateral;
and (2) Agent shall, at the written request of Regjuired Lenders, (x) notify any account debtoamf Loan Party or any obligor on any
instrument which constitutes part of the Collatépainake payments to Agent (for the benefit oflitaad Lenders), (y) sell the Collateral at
public or private sale, in whole or in part, anaddghe right to bid and purchase at such sale(#rdase or otherwise dispose of all or part of
the Collateral, applying proceeds from any sucpahgion to the Obligations in accordance with #ec8.4. If requested by Agent, Loan
Parties shall promptly assemble the Collateralraalle it available to Agent at a place to be deseghby Agent. Agent may also render an
all of the Collateral unusable at a Loan Partyenpises and may dispose of such Collateral on sterhipes without liability for rent or

costs. Any notice that Agent is required to giwetLoan Party under the UCC of the time and ptd@y public sale or the time after which
any private sale or other intended dispositiorhefCollateral is to be made shall be deemed totitotesreasonable notice if such notice is
given in accordance with this Agreement at lead&yps prior to such action. Effective only upon ¢leeurrence and during the continuance of
an Event of Default, each Loan Party hereby irrabbcappoints Agent (and any of Agent’s designatifiders or employees) as such Loan
Party’s true and lawful attorney to: (i) take arfytlee actions specified above in this paragraphe(idorse such Loan Party’s name on any
checks or other forms of payment or security thay mome into Agent’s possession; (iii) settle adpist disputes and claims respecting the
accounts directly with account debtors, for amoami3 upon terms which Agent determines to be reddenand (iv) do such other and further
acts and deeds in the name of such Loan PartAtiexit may deem necessary or desirable to enfaagahits in or to any of the Collateral ol
perfect or better perfect Agent’s security intefest behalf of itself and Lenders) in any of thdl&eral. The appointment of Agent as each
Loan Party’s attorney in fact is a power couplethvain interest and is irrevocable until the TerrtioraDate. Notwithstanding any provision of
this Section 8.2 to the contrary, upon the occueesf any Event of Default, Agent shall have thghtito exercise any and all remedies
referenced in this Section 8.2 without the writtemsent of Requisite Lenders following the occureeaf an Exigent Circumstance. As use
the immediately preceding sentence, “Exigent Cirstamce” means any event or circumstance thatgimghsonable judgment of Agent,
imminently threatens the ability of Agent to realizpon all or any material portion of the Collatesach as, without limitation, fraudulent
removal, concealment, or abscondment thereof, Wiet&in or material waste thereof, or failure of aman Party after reasonable demand to
maintain or reinstate adequate casualty insuraoeerage, or which, in the reasonable judgment afrigcould result in a material diminution
in value of the Collateral.

8.3. Additional Remedies.In addition to the remedies provided in Sectionabh@ve, each Loan Party hereby grants to Agent (on
behalf of itself and Lenders) and any transfere€alfateral, solely for purposes of exercisingré@medies as provided herein, an irrevocable,
nonexclusive license (exercisable without paymémoyalty or other compensation to any Loan Paty)se, license or sublicense any
Intellectual Property now owned or hereafter acpiloy such Loan Party, and wherever the same miychted, and including in such license
access to all media in which any of the licenseoh& may be recorded or stored and to all compafeware and programs used for the
compilation or printout thereof. Such license rgyhhall be exercisable only during the continuasfan Event of Default and in any event s
terminate on the Termination Date.

8.4. Application of Proceeds.
@) Proceeds from any Transfer of thela@@edal, including, without limitation, the Intetiual Property (other than Permit

Dispositions) and all payments made to or proceddSollateral received by Agent during the continca of an Event of Default shall
applied as follows: (a) firstto pay all fees, costs, indemnities, reimbursemand expenses then due to Agent under the
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Debt Documents in its capacity as Agent under tlebdbtDocuments, (b) secondto pay all fees, costs, indemnities, reimbursamem
expenses then due to Lenders under the Debt Dodarimeaccordance with their respective Pro Rata&haintil paid in full, (c) third to pa)
all interest on the Term Loans then due to Lendet@ccordance with their respective Pro Rata Shanetdl paid in full (other than intere
accrued after the commencement of any proceedfeged to in Section 8.1(g) if a claim for suchergst is not allowable in such proceedi
(d) fourth, to pay all principal on the Term Loans then duéénders in accordance with their respective RatafShares, until paid in full, |
fifth , to pay all other Obligations then due to Lenderaccordance with their respective Pro Rata Shargd paid in full (including, withot
limitation, all interest accrued after the commaeaneat of any proceeding referred to in Section §.%(gether or not a claim for such intere:
allowable in such proceeding), (f) sixtto Borrower or as otherwise required by law. Baer shall remain fully liable for any deficiency.

(b) Notwithstanding anything in Sectiom(&) to the contrary, proceeds from the SVB Geeit of Deposit shall first |
retained by Silicon Valley Bank for applicationttte SVB Cash Management Obligations in an amountmexceed $250,000, and then
remaining proceeds of the SVB Certificate of Depskall be delivered by Silicon Valley Bank to Agéor application to the Obligations in 1
order set forth in Section 8.4(a).

9. THE AGENT.
9.1. Appointment of Agent.

(@) Each Lender hereby appoints GECC (togethér any successor Agent pursuant to Sectior) @9Agent unde
the Debt Documents and authorizes the Agent texegute and deliver the Debt Documents and acedipedy thereof on its behalf
from Loan Parties, (b) take such action on its Hedral to exercise all rights, powers and remedies perform the duties as are
expressly delegated to the Agent under such Debtuients and (c) exercise such powers as are rddganeidental thereto. The
provisions of this Article 9 are solely for the leib of Agent and Lenders and none of Loan Part@sany other person shall have i
rights as a third party beneficiary of any of thievisions hereof. In performing its functions ahaties under this Agreement and the
other Debt Documents, Agent shall act solely aagant of Lenders and does not assume and shdlerd#emed to have assumed
obligation toward or relationship of agency or trwgth or for any Loan Party or any other perséwment shall have no duties or
responsibilities except for those expressly sehfor this Agreement and the other Debt Documenitse duties of Agent shall be
mechanical and administrative in nature and Agkall :10t have, or be deemed to have, by reasdm®Pigreement, any other Debt
Document or otherwise a fiduciary or trustee relaghip in respect of any Lender. Except as exfyress forth in this Agreement and
the other Debt Documents, Agent shall not havedarty to disclose, and shall not be liable for feglto disclose, any information
relating to Borrower or any of its Subsidiariesttistacommunicated to or obtained by GECC or anysodiffiliates in any capacity.

(b)  Without limiting the generality of clause @)ove, Agent shall have the sole and exclusiyg agd authority
(to the exclusion of the Lenders), and is herelifi@ized, to (i) act as the disbursing and coltegthgent for the Lenders with respect
to all payments and collections arising in conracttvith the Debt Documents (including in any othankruptcy, insolvency or
similar proceeding), and each person making anyngay in connection with any Debt Document to angides is hereby authorized
make such payment to Agent, (ii) file and proveroskand file other documents necessary or desitaldaiow the claims of Agent a
Lenders with respect to any Obligation in any peatieg described in any bankruptcy, insolvency orilsir proceeding (but not to
vote, consent or otherwise act on behalf of sualdee), (iii) act as collateral agent for Agent @ath Lender for purposes of the
perfection of all Liens created by
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the Debt Documents and all other purposes statgdith (iv) manage, supervise and otherwise dealthe Collateral, (v) take such
other action as is necessary or desirable to niaitite perfection and priority of the Liens creategurported to be created by the
Debt Documents, (vi) except as may be otherwiseiipé in any Debt Document, exercise all remedjieen to Agent and the other
Lenders with respect to the Collateral, whethereutde Debt Documents, applicable law or othenaise (vii) execute any
amendment, consent or waiver under the Debt Doctseembehalf of any Lender that has consented iiingrto such amendment,
consent or waiver; providechowever, that Agent hereby appoints, authorizes and direath Lender to act as collateral sgjent for
Agent and the Lenders for purposes of the perfeaifall Liens with respect to the Collateral, inting any deposit account
maintained by a Loan Party with, and cash and egsivalents held by, such Lender, and may furthéraize and direct the Lenders
to take further actions as collateral sagents for purposes of enforcing such Liens orretise to transfer the Collateral subject the
to Agent, and each Lender hereby agrees to taltefadber actions to the extent, and only to thieets so authorized and

directed. Agent may, upon any term or conditiogpiécifies, delegate or exercise any of its rightsyers and remedies under, and
delegate or perform any of its duties or any owion with respect to, any Debt Document by ootigh any trustee, co-agent,
employee, attorney-in-fact and any other persotiyding any Lender). Any such person shall beriggin this Article 9 to the extent
provided by Agent. For the avoidance of doubt, Adereby acknowledges and agrees that, with respélse UCC Financing
Statements numbered 11540256, 32447855, 328236260856, 41365453, 42812172, 60048330, 11540260 He6611, each
naming Borrower as debtor and previously filed 3n€ral Electric Capital Corporation in the offidettee Secretary of State of the
State of Delaware, such UCC Financing Statemeetsnaintained by General Electric Capital Corporativits capacity as Agent for
the perfection of the Liens granted to Agent, fa benefit of itself and Lenders, under this Agreetn

(c)  If Agent shall request instructions from Risife Lenders or all affected Lenders with respgectny act or
action (including failure to act) in connection lwthis Agreement or any other Debt Document, thgarA shall be entitled to refrain
from such act or taking such action unless and Agent shall have received instructions from RedaiLenders or all affected
Lenders, as the case may be, and Agent shall cot liability to any person by reason of so refiain Agent shall be fully justified
failing or refusing to take any action hereundeunder any other Debt Document (a) if such actiounld, in the opinion of Agent, be
contrary to law or any Debt Document, (b) if sucti@an would, in the opinion of Agent, expose Agemtiny potential liability under
any law, statute or regulation or (c) if Agent s$tmalt first be indemnified to its satisfaction agstiany and all liability and expense
which may be incurred by it by reason of takingontinuing to take any such action. Without limitithe foregoing, no Lender shall
have any right of action whatsoever against Agsra eesult of Agent acting or refraining from agtimereunder or under any other
Debt Document in accordance with the instructionRexjuisite Lenders or all affected Lenders, adiegiple.

9.2. Agent’s Reliance, Etc. Neither Agent nor any of its affiliates nor aofytheir respective directors, officers, agentspkyees

or representatives shall be liable for any actaken or omitted to be taken by it or them hereundemder any other Debt Documents, or in
connection herewith or therewith, except for dansaggused by its or their own gross negligence tiulvinisconduct as finally determined by
a court of competent jurisdiction. Without limigjiihe generality of the foregoing, Agent: (a) ni@at the payee of any Note as the holder
thereof until such Note has been assigned in aacselwith Section 10.1; (b) may consult with legalinsel, independent public accountants
and other experts, whether or not selected byd,shall not be liable for any action taken or ¢editto be taken by it in good faith in
accordance with the advice of such counsel, acantsibr experts; (c) shall not be responsible loervtise incur liability for any action or
omission taken in reliance upon the instructions
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of the Requisite Lenders, (d) makes no warrantgpresentation to any Lender and shall not be resple to any Lender for any statements,
warranties or representations made in or in comnmeetith this Agreement or the other Debt Documg(e} shall not have any duty to inspect
the Collateral (including the books and recordspcaiscertain or to inquire as to the performarragbgervance of any provision of any Debt
Document, whether any condition set forth in anypd@ocument is satisfied or waived, as to the faiaincondition of any Loan Party or as to
the existence or continuation or possible occurarccontinuation of any Default or Event of Defaartd shall not be deemed to have notic
knowledge of such occurrence or continuation unlgsas received a notice from Borrower or any Lexndescribing such Default or Event of
Default clearly labeled “notice of default”; (f) @hnot be responsible to any Lender for the duscation, legality, validity, enforceability,
effectiveness, genuineness, sufficiency or valyewnthe attachment, perfection or priority of drign created or purported to be created under
or in connection with, any Debt Document or anyeotimstrument or document furnished pursuant heyetbereto; and (g) shall incur no
liability under or in respect of this Agreementtioe other Debt Documents by acting upon any noticesent, certificate or other instrument or
writing (which may be by telecopy, telegram, catreelex) believed by it to be genuine and signeslemt or otherwise authenticated by the
proper party or parties.

9.3. GECC and Affiliates. GECC shall have the same rights and powers uhdeAgreement and the other Debt Documents as
any other Lender and may exercise the same ashlibugre not Agent; and the term “Lender” or “Lems’ shall, unless otherwise expressly
indicated, include GECC in its individual capacifgECC and its affiliates may lend money to, iniestind generally engage in any kind of
business with, Borrower, any of Borrower’s Subgigis, any of their Affiliates and any person whoynda business with or own securities of
Borrower, any of Borrower’s Subsidiaries or anytsidfiliate, all as if GECC were not Agent and watht any duty to account therefor to
Lenders. GECC and its affiliates may accept feesaher consideration from Borrower for servigesonnection with this Agreement or
otherwise without having to account for the samednders. Each Lender acknowledges the poterdidlict of interest between GECC as a
Lender holding disproportionate interests in thenTeoans and GECC as Agent, and expressly consgrdasd waives, any claim based upon,
such conflict of interest.

9.4. Lender Credit Decision. Each Lender acknowledges that it has, indepehydand without reliance upon Agent or any other
Lender and based on the financial statements egfeéorin Section 6.3 and such other documentsrd#odation as it has deemed appropriate,
made its own credit and financial analysis of elashn Party and its own decision to enter into gseement. Each Lender also acknowle«
that it will, independently and without relianceampAgent or any other Lender and based on suchndeets and information as it shall deem
appropriate at the time, continue to make its ovedlit decisions in taking or not taking action unttes Agreement. Each Lender
acknowledges the potential conflict of intereseath other Lender as a result of Lenders holdisgrdportionate interests in the Term Loans,
and expressly consents to, and waives, any clagedapon, such conflict of interest.

9.5. Indemnification . Lenders shall and do hereby indemnify Agentt{sextent not reimbursed by Loan Parties and witho
limiting the obligations of Loan Parties hereundeajably according to their respective Pro Ratar&hfrom and against any and all liabilities,
obligations, losses, damages, penalties, actiadgnjents, suits, costs, expenses or disbursemieaty &ind or nature whatsoever that may be
imposed on, incurred by, or asserted against Aigesuty way relating to or arising out of this Agneent or any other Debt Document or any
action taken or omitted to be taken by Agent inrmmtion therewith; providetthat no Lender shall be liable for any portion ot liabilities,
obligations, losses, damages, penalties, actiadgnjents, suits, costs, expenses or disbursermesuiing from Agent’s gross negligence or
willful misconduct as finally determined by a cooftcompetent jurisdiction. Without limiting therfgoing, each Lender agrees to reimburse
Agent promptly upon demand for its Pro Rata Sh&anyg out-of-pocket expenses (including reasoneblmsel fees)

-32-




incurred by Agent in connection with the prepanatiexecution, delivery, administration, modificatjimmendment or enforcement (whether
through negotiations, legal proceedings or othex)ud, or legal advice in respect of rights or sgbilities under, this Agreement and each
other Debt Document, to the extent that Agent isreimbursed for such expenses by Loan Partieg pFavisions of this Section 9.5 shall
survive the termination of this Agreement.

9.6. Successor Agent Agent may resign at any time by giving not s 30 days’ prior written notice thereof to Lerglend
Borrower. Upon any such resignation, the Requlsiteders shall have the right to appoint a suceesgent. If no successor Agent shall have
been so appointed by the Requisite Lenders antishad accepted such appointment within 30 days #ie resigning Agerg’giving notice ¢
resignation, then the resigning Agent may, on Hedfdlenders, appoint a successor Agent, whichldfeah Lender, if a Lender is willing to
accept such appointment, or otherwise shall bevarcercial bank or financial institution or a subaigi of a commercial bank or financial
institution if such commercial bank or financiasfitution is organized under the laws of the Unifdtes of America or of any State thereof
and has a combined capital and surplus of at £200,000,000. If no successor Agent has been afgubpursuant to the foregoing, within 30
days after the date such notice of resignationgixgen by the resigning Agent, such resignationldfetome effective and the Requisite
Lenders shall thereafter perform all the dutied@ént hereunder until such time, if any, as thelRsgte Lenders appoint a successor Agent as
provided above. Upon the acceptance of any appeintas Agent hereunder by a successor Agent,ssiodessor Agent shall succeed to and
become vested with all the rights, powers, priveke@nd duties of the resigning Agent. Upon thiezaif the acceptance of any appointmer
Agent hereunder by a successor Agent or the effediate of the resigning Ageatresignation, the resigning Agent shall be disgbarfrom its
duties and obligations under this Agreement andther Debt Documents, except that any indemniiytsi or other rights in favor of such
resigning Agent shall continue. After any resignigent’s resignation hereunder, the provisionthief Section 9 shall inure to its benefit as to
any actions taken or omitted to be taken by it iiilvas acting as Agent under this Agreement hadther Debt Documents.

9.7. Setoff and Sharing of Payments In addition to any rights now or hereafter gemhtinder applicable law and not by way of
limitation of any such rights, upon the occurreaoe during the continuance of any Event of Defanll subject to Section 9.8(e), each Lender
is hereby authorized at any time or from time mogtiupon the direction of Agent, without notice torBwer or any other person, any such
notice being hereby expressly waived, to offsettanappropriate and to apply any and all balanedd by it at any of its offices for the acco
of Borrower (regardless of whether such balancesran due to Borrower) and any other propertiesseets at any time held or owing by that
Lender or that holder to or for the credit or foe taccount of Borrower against and on account pfodithe Obligations that are not paid when
due. Any Lender exercising a right of setoff dnartvise receiving any payment on account of thegahibns in excess of its Pro Rata Share
thereof shall purchase for cash (and the other &enalr holders shall sell) such participationsantesuch other Lender’s or holder’'s Pro Rata
Share of the Obligations as would be necessargusecsuch Lender to share the amount so offséherwise received with each other Lender
or holder in accordance with their respective PataRShares of the Obligations. Borrower agreethedullest extent permitted by law, that (a)
any Lender may exercise its right to offset withpect to amounts in excess of its Pro Rata Shateddbligations and may sell participations
in such amounts so offset to other Lenders andensldnd (b) any Lender so purchasing a participatidhe Term Loans made or other
Obligations held by other Lenders or holders magreise all rights of offset, bankers’ lien, coustaim or similar rights with respect to such
participation as fully as if such Lender or holdeare a direct holder of the Term Loans and therdfi#igations in the amount of such
participation. Notwithstanding the foregoing, lif @ any portion of the offset amount or paymetiteswise received is thereafter recovered
from the Lender that has exercised the right deiffthe purchase of participations by that Lestiail be rescinded and the purchase price
restored without interest. The term “ Pro Ratar8haneans, with respect to any Lender at
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any time, the percentage obtained by dividing g Commitment of such Lender then in effect (osti€h Commitment is terminated, the
aggregate outstanding principal amount of the Tieoans owing to such Lender) by (y) the Total Conmmeitt then in effect (or, if the Total
Commitment is terminated, the outstanding princgrabunt of the Term Loans owing to all Lenders).

9.8. Advances; Payments; Non-Funding Lenders; Informatio; Actions in Concert.

(a) _Advances; Paymentslf Agent receives any payment for the accountexfders on or prior to 11:00 a.m. (New
York time) on any Business Day, Agent shall pagdch applicable Lender such Lender’s Pro Rata Sifaech payment on such
Business Day. If Agent receives any payment foratt@unt of Lenders after 11:00 a.m. (New York )ime any Business Day, Age
shall pay to each applicable Lender such LendepsRata Share of such payment on the next BusibagsTo the extent that any
Lender has failed to fund any such payments anthTerans (a “ NorFunding Lendet), Agent shall be entitled to set off the funding
short-fall against that Non-Funding Lender’s PraaRahare of all payments received from Borrower.

(b)  Return of Payments

0] If Agent pays an amount to a Lender untiés Agreement in the belief or expectation thatlated
payment has been or will be received by Agent feobman Party and such related payment is not redddy Agent,
then Agent will be entitled to recover such amadimtluding interest accruing on such amount atRederal Funds
Rate for the first Business Day and thereaftethatate otherwise applicable to such Obligatiooif such Lender
on demand without setoff, counterclaim or deductibany kind.

(i) If Agent determines at any time that amgaunt received by Agent under this Agreement mast b
returned to a Loan Party or paid to any other pemgsuant to any insolvency law or otherwise, then
notwithstanding any other term or condition of tAreement or any other Debt Document, Agent wili lne
required to distribute any portion thereof to amnder. In addition, each Lender will repay to Agem demand any
portion of such amount that Agent has distributeduch Lender, together with interest at such by, as Agent
is required to pay to a Loan Party or such othesqre without setoff, counterclaim or deductioraaf kind.

(¢) NonFunding Lenders The failure of any Non-Funding Lender to makg @erm Loan or any payment
required by it hereunder shall not relieve any ptlender (each such other Lender, an “ Other Lefdef its obligations to make su
Term Loan, but neither any Other Lender nor Agéalide responsible for the failure of any Non-Fuagd_ender to make a Term
Loan or make any other payment required hereundetwithstanding anything set forth herein to toatcary, a Non-Funding Lender
shall not have any voting or consent rights undewith respect to any Debt Document or constituteemder” (or be included in the
calculation of “Requisite Lender” hereunder) foyatoting or consent rights under or with respecny Debt Document. At
Borrower’s request, Agent or a person reasonaldg@eble to Agent shall have the right with Agertisisent and in Agent’s sole
discretion (but shall have no obligation) to pussth&om any Non-Funding Lender, and each Non-Fgndénder agrees that it shall,
at Agent’s request, sell and assign to Agent oh qerson, all of the Commitments and all of thestartding Term Loans of that Non-
Funding Lender for an amount equal to the prindjzdénce of all Term Loans held by such Non-Fundiegder and all accrued
interest and fees with respect thereto throughléte of sale, such purchase and sale to be congeehmarsuant to an executed
Assignment Agreement (as defined below).
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(d)  Dissemination of Information Agent shall use reasonable efforts to providedegs with any notice of Default
or Event of Default received by Agent from, or getied by Agent to Borrower, with notice of any EvefiDefault of which Agent
has actually become aware and with notice of atiprataken by Agent following any Event of Defayitpvidedthat Agent shall not
be liable to any Lender for any failure to do saept to the extent that such failure is attriblgab Agent’s gross negligence or
willful misconduct as finally determined by a cooftcompetent jurisdiction. Lenders acknowledgs Borrower is required to
provide financial statements to Lenders in accardamith Section 6.3hereto and agree that Agent shall have no dutydeige the
same to Lenders.

(e) Actions in Concert Anything in this Agreement to the contrary ndhstanding, each Lender hereby agrees
with each other Lender that no Lender shall takeaation to protect or enforce its rights arising of this Agreement, the Notes or
any other Debt Documents (including exercising dglgts of setoff) without first obtaining the priaritten consent of Agent and
Requisite Lenders, it being the intent of Lendbeg ainy such action to protect or enforce rightdennthis Agreement and the Notes
shall be taken in concert and at the direction ith the consent of Agent and Requisite Lenders.

10. MISCELLANEOUS.

10.1. Assignment. Subject to the terms of this Section 10.1, anydex may make an assignment to an assignee d|lor s
participations in, at any time or times, the DebtDments, its Commitment, Term Loans or any potti@neof or interest therein, including
any Lender’s rights, title, interests, remediesy@s or duties thereunder. Any assignment by aleeshall: (i) except in the case of an
assignment to a Qualified Assignee (as definedvieleequire the consent of each Lender (which consleall not be unreasonably withheld,
conditioned or delayed), (ii) require the executidran assignment agreement in form and subst@aas®nably satisfactory to, and
acknowledged by, Agent (an “ Assignment Agreenign(iii) be conditioned on such assignee Lend@resenting to the assigning Lender and
Agent that it is purchasing the applicable Committrend/or Term Loans to be assigned to it forits @ccount, for investment purposes and
not with a view to the distribution thereof; (ivgln an aggregate amount of not less than $1,000y00ess such assignment is made to an
existing Lender or an affiliate of an existing Lenar is of the assignor’s (together with its &ifiés’) entire interest of the Term Loans or is
made with the prior written consent of Agent; amgdificlude a payment to Agent of an assignmenbfek3,500. In the case of an assignment
by a Lender under this Section 10.1, the assighak save, to the extent of such assignment, theeséghts, benefits and obligations as all
other Lenders hereunder. The assigning Lendekisbaklieved of its obligations hereunder withpes to its Commitment and Term Loans,
as applicable, or assigned portion thereof fromadtet the date of such assignment. Borrower lyeaeknowledges and agrees that any
assignment shall give rise to a direct obligatibBorrower to the assignee and that the assignalétst considered to be a “Lender”. In the
event any Lender assigns or otherwise transfe ahy part of the Commitments and Obligationse#tgshall so notify Borrower and
Borrower shall, upon the request of Agent, exeoet® Notes in exchange for the Notes, if any, beisgjgned. Agent may amend Schedule A
to this Agreement to reflect assignments made dom@ance with this Section.

As used herein, “ Qualified Assigriemeans (a) any Lender and any affiliate of any Lerael (b) any commercial bank, savings
loan association or savings bank or any otheryenmthtich is an “accredited investorag defined in Regulation D under the Securities)
which extends credit or buys loans as one of itsifasses, including insurance companies, mutuasfulease financing companies
commercial finance companies, in each case, whashalrating of BBB or higher from S&P and a ratifigdaa2 or higher from Moody's at-
date that it becomes a Lender and in each castaa$es (a) and (b), which, through its applicakleding office, is capable of lending
Borrower without the




imposition of any withholding or similar taxes; pided that (i) no person proposed to become a Lender #iféeClosing Date and determi
by Agent to be acting in the capacity of a vultéuad or distressed debt purchaser shall be a Qu@lissignee, (ii) no person or Affiliate
such person proposed to become a Lender afterltenG Date and that holds any subordinated delstauk issued by Borrower shall b
Qualified Assignee and (iii) no person proposedéocome a Lender after the Closing Date and thatdsect business competitor of a L
Party shall be a Qualified Assignee so long as efallt or Event of Default exists at the time of ffiroposed assignment.

10.2. Notices. All notices, requests or other communicationggiin connection with this Agreement shall be iiiting, shall be
addressed to the parties at their respective asiEeset forth on the signature pages hereto belowgarties’ name or in the most recent
Assignment Agreement executed by any Lender (ualedsuntil a different address may be specifiea written notice to the other party
delivered in accordance with this Section), andl fleadeemed given (a) on the date of receipelivéred by hand, (b) on the date of sender’s
receipt of confirmation of proper transmissiondghsby facsimile transmission, (c) on the next Bass Day after being sent by a nationally-
recognized overnight courier, and (d) on the foBtisiness Day after being sent by registered difieek mail, postage prepaid. As used
herein, the term “ Business Dayneans and includes any day other than Satur@ysjlays, or other days on which commercial bankseiv
York, New York are required or authorized to beseld.

10.3. Correction of Debt Documents. Agent may correct patent errors and fill in d#lriks in this Agreement or the Debt Docum:
consistent with the agreement of the parties.

10.4. Performance. Time is of the essence of this Agreement. Thgse&ment shall be binding, jointly and severallypm all
parties described as the “Borrower” and their retipe successors and assigns, and shall inurestbahefit of Agent, Lenders, and their
respective successors and assigns.

10.5. Payment of Fees and ExpensesLoan Parties agree, jointly and severally, to paseimburse upon demand for all reasonable
fees, costs and expenses incurred by Agent andereimd connection with (a) the investigation, pragian, negotiation, execution,
administration of, or any amendment, modificatisajver or termination of, this Agreement or anyastBebt Document, (b) the administrat
of the Loans and the facilities hereunder and dhgrdransaction contemplated hereby or under gt Documents and (c) the enforcement,
assertion, defense or preservation of Agent’s amttlers’ rights and remedies under this Agreemeangrother Debt Document, in each case
of clauses (a) through (c), including, without lition, reasonable attorney’s fees and expensesjiticated cost of in-house legal counsel,
reasonable fees and expenses of consultants, editd appraisers and UCC and other corporatetsaattfiling fees and wire transfer
fees. Borrower further agrees that such feess@al expenses shall constitute Obligations. pitasision shall survive the termination of this
Agreement.

10.6. Indemnity. Each Loan Party shall and does hereby jointly aveally indemnify and defend Agent, Lenders, drairt
respective successors and assigns, and their tegpéicectors, officers, employees, consultant®raeys, agents and affiliates (each an “
Indemnite€’) from and against all liabilities, losses, damagexpenses, penalties, claims, actions and swdsiding, without limitation,
related reasonable attorneys’ fees and the alldaadsts of in-house legal counsel) of any kind wbaver arising, directly or indirectly, which
may be imposed on, incurred by or asserted agsiicst Indemnitee as a result of or in connectioh tits Agreement, the other Debt
Documents or any of the transactions contemplateelly or thereby (the “ Indemnified Liabiliti€s provided that, no Loan Party shall have
any obligation to any Indemnitee with respect tg bndemnified Liabilities to the extent such Indefied Liabilities arise from the gross
negligence or willful misconduct of such Indemnitee
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determined by a final non-appealable judgmentadwat of competent jurisdiction. This provisiorefitsurvive the termination of this
Agreement.

10.7. Rights Cumulative. Agent’s and Lenders’ rights and remedies underAlgreement or otherwise arising are cumulative an
may be exercised singularly or concurrently. Neitine failure nor any delay on the part of Aganamy Lender to exercise any right, powe
privilege under this Agreement shall operate as@&ev, nor shall any single or partial exercis@wy right, power or privilege preclude any
other or further exercise of that or any other tigower or privilege. NONE OF AGENT OR ANY LENDERHALL BE DEEMED TO
HAVE WAIVED ANY OF ITS RESPECTIVE RIGHTS UNDER THIBGREEMENT OR UNDER ANY OTHER AGREEMENT,
INSTRUMENT OR PAPER SIGNED BY BORROWER UNLESS SUGWAIVER IS EXPRESSED IN WRITING AND SIGNED BY
AGENT, REQUISITE LENDERS OR ALL LENDERS, AS APPLIBAE. A waiver on any one occasion shall not bestared as a bar to or
waiver of any right or remedy on any future occasio

10.8. Entire Agreement; Amendments, Waivers.

(@) This Agreement and the other Debt Documennstitute the entire agreement between the paritbsrespect
to the subject matter hereof and thereof and sagerall prior understandings (whether written, aédy implied) with respect to such
subject matter. Section headings contained inAgigement have been included for convenience amigl,shall not affect the
construction or interpretation of this Agreement.

(b)  Except for actions expressly permitted tddleen by Agent, no amendment, modification, terriamaor waiver
of any provision of this Agreement or any other DBbcument, or any consent to any departure byd®eer therefrom, shall in any
event be effective unless the same shall be inngrand signed by Agent, Borrower and Lenders tawiore than (x) 50.1% of the
aggregate Commitments of all Lenders or (y) if sGammitments have expired or been terminated, 5@fifte aggregate
outstanding principal amount of the Term Loans (tRequisite Lender¥). Except as set forth in clause (c) below, altts
amendments, modifications, terminations or waiveggliring the consent of any Lenders shall redilieswritten consent of Requisite
Lenders.

(©) No amendment, modification, termination oliwea of any provision of this Agreement or any atBebt
Document shall, unless in writing and signed byrBaer, Agent and each Lender directly affectedehgr (i) increase or decrease
any Commitment of any Lender or increase or deerétas Total Commitment (which shall be deemed fiecaill Lenders), (i) redut
the principal of or rate of interest on any Obligator the amount of any fees payable hereundbef{dhan waiving the imposition of
the Default Rate), (iii) postpone the date fixeddowaive any payment of principal of or interestany Term Loan, or any fees
hereunder, (iv) release all or substantially aliref Collateral, except as otherwise expressly jiggthin the Debt Documents (which
shall be deemed to affect all Lenders), (v) subttdi the Lien granted in favor of the Agent seautire Obligations (which shall be
deemed to affect all Lenders), (vielease a Loan Partfrom, or consent to a Loan Party’s assignment teg#gion of, such Loan
Party’s obligations hereunder and under the otledstDocumentsor any Guarantor from its guaranty of the Obligasio(which
shall be deemed to affect all Lenders) or (vii) acthenodify, terminate or waive Section 8.4, 9.7.0r8(b) or (c).

(d)  Notwithstanding any provision in this Sectibi8 to the contrary, no amendment, modificattermination or

waiver affecting or modifying the rights or obligats of Agent hereunder shall be effective unlégsex! by Borrower, Agent and
Requisite Lenders.
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(e) Each Lender hereby consents to the releaggbgt of any Lien held by the Agent for the benefiitself and
the Lenders in any or all of the Collateral to sedhe Obligations upon the termination of the Camrents and the payment and
satisfaction in full of the Obligations.

10.9. Binding Effect. This Agreement shall continue in full force arifitet until the_Termination Date; providedhowever, that the
provisions of Sections 2.3(e), 9.5, 10.5 and 10dthe other indemnities contained in the Debt Doents shall survive the Termination
Date. The surrender, upon payment or otherwisangfNote or any of the other Debt Documents exdalgnany of the Obligations shall not
affect the right of Agent to retain the Collatef@ such other Obligations as may then exist at amy be reasonably contemplated will exis
the future. This Agreement and the grant of tleisty interest in the Collateral pursuant to Sactd.1 shall automatically be reinstated if
Agent or any Lender is ever required to returnestare the payment of all or any portion of thei@dilons (all as though such payment had
never been made).

10.10. Use of Logo. Each Loan Party authorizes Agent and the Lentdeuse its name, logo and/or trademark withoutoeotd or
consent by such Loan Party, in connection withatepromotional materials that Agent or a Lendey miaseminate to the public. The
promotional materials may include, but are nottédito, brochures, video tape, internet websitespreleases, advertising in newspaper a
other periodicals, lucites, and any other materigiting the fact that Agent or a Lender has arfaing relationship with Borrower and such
materials may be developed, disseminated and ugledutLoan Parties’ review. Nothing herein obtigmAgent or any Lender to use a Loan
Party’s name, logo and/or trademark, in any promotioretenials of Agent or any Lender. Loan Partieslstat, and shall not permit any of
respective Affiliates to, issue any press releasaiter public disclosure (other than any docunfiéed with any governmental authority
relating to a public offering of the securitiesBidrrower) using the name, logo or otherwise reffigrto General Electric Capital Corporation,
GE Healthcare Financial Services, Inc. or of anthefr affiliates, the Debt Documents or any tratism contemplated herein or therein
without at least two (2) Business Days prior writtetice to and the prior written consent of Agenlfess, and only to the extent that, Loan
Parties or such Affiliate is required to do so unagplicable law and then, only after consultinghmAgent prior thereto.

10.11. Waiver of Jury Trial. EACH OF LOAN PARTIES, AGENT AND LENDERS UNCONDITNALLY WAIVE ANY
AND ALL RIGHT TO A JURY TRIAL OF ANY CLAIM OR CAUSEOF ACTION BASED UPON OR ARISING OUT OF THIS
AGREEMENT, ANY OF THE OTHER DEBT DOCUMENTS, ANY OFHE INDEBTEDNESS SECURED HEREBY, ANY DEALINGS
AMONG LOAN PARTIES, AGENT AND/OR LENDERS RELATING @ THE SUBJECT MATTER OF THIS TRANSACTION OR ANY
RELATED TRANSACTIONS, AND/OR THE RELATIONSHIP THATS BEING ESTABLISHED AMONG LOAN PARTIES, AGENT
AND/OR LENDERS. THE SCOPE OF THIS WAIVER IS INTENED TO BE ALL ENCOMPASSING OF ANY AND ALL DISPUTES
THAT MAY BE FILED IN ANY COURT. THIS WAIVER IS IRRE/VOCABLE. THIS WAIVER MAY NOT BE MODIFIED EITHER
ORALLY OR IN WRITING. THE WAIVER ALSO SHALL APPLYTO ANY SUBSEQUENT AMENDMENTS, RENEWALS,
SUPPLEMENTS OR MODIFICATIONS TO THIS AGREEMENT, ANOTHER DEBT DOCUMENTS, OR TO ANY OTHER
DOCUMENTS OR AGREEMENTS RELATING TO THIS TRANSACTKDOR ANY RELATED TRANSACTION. THIS AGREEMENT
MAY BE FILED AS A WRITTEN CONSENT TO A TRIAL BY THECOURT.

10.12. Governing Law. THIS AGREEMENT, THE OTHER DEBT DOCUMENTS AND THEIRHTS AND OBLIGATIONS

OF THE PARTIES HEREUNDER AND THEREUNDER SHALL IN ALRESPECTS BE GOVERNED BY AND CONSTRUED IN
ACCORDANCE WITH, THE INTERNAL LAWS OF THE STATE OREW YORK (WITHOUT REGARD TO THE CONFLICT OF
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LAWS PRINCIPLES OF SUCH STATE), INCLUDING ALL MATTRS OF CONSTRUCTION, VALIDITY AND PERFORMANCE,
REGARDLESS OF THE LOCATION OF THE COLLATERAL; PROMED, HOWEVER, THAT IF THE LAWS OF ANY JURISDICTION
OTHER THAN NEW YORK SHALL GOVERN IN REGARD TO THE XLIDITY, PERFECTION OR EFFECT OF PERFECTION OF Al
LIEN OR IN REGARD TO PROCEDURAL MATTERS AFFECTINGNEFORCEMENT OF ANY LIENS IN COLLATERAL, SUCH LAWS
OF SUCH OTHER JURISDICTIONS SHALL CONTINUE TO APPLNO THAT EXTENT. IF ANY ACTION ARISING OUT OF THIS
AGREEMENT OR ANY OTHER DEBT DOCUMENT IS COMMENCEDMWBAGENT IN THE STATE COURTS OF THE STATE OF NEW
YORK IN THE COUNTY OF NEW YORK OR IN THE U.S. DISTRT COURT FOR THE SOUTHERN DISTRICT OF NEW YORK,
EACH LOAN PARTY HEREBY CONSENTS TO THE JURISDICTIOQF ANY SUCH COURT IN ANY SUCH ACTION AND TO THE
LAYING OF VENUE IN THE STATE OF NEW YORK. NOTWITHBANDING THE FOREGOING, THE AGENT AND LENDERS
SHALL HAVE THE RIGHT TO BRING ANY ACTION OR PROCEEING AGAINST ANY LOAN PARTY (OR ANY PROPERTY) IN
THE COURT OF ANY OTHER JURISDICTION THE AGENT OR HILENDERS DEEM NECESSARY OR APPROPRIATE IN ORDER
TO REALIZE ON THE COLLATERAL OR OTHER SECURITY FORHE OBLIGATIONS. ANY PROCESS IN ANY SUCH ACTION
SHALL BE DULY SERVED IF MAILED BY REGISTERED MAIL,POSTAGE PREPAID, TO LOAN PARTIES AT THEIR ADDRESS
DESCRIBED IN SECTION 10.2, OR IF SERVED BY ANY OTHEVIEANS PERMITTED BY APPLICABLE LAW.

10.13. Confidentiality . Agent and each Lender agrees, as to itselfséoccommercially reasonable efforts (equivalenh&odfforts
Agent or such Lender, as the case may be, appliesintaining the confidentiality of its own condiatial information) to maintain as
confidential all confidential information provided it by Borrower, any other Loan Party or any'wdit respective Subsidiaries, and designated
as confidential, except that Agent and Lenders disglose such information (a) to persons employeabprofessionals engaged by, Agent or
a Lender (it being understood that the personshmmvsuch disclosure is made will be informed ofcbefidential nature of such information
and instructed to keep such information confidént{@) to any bona fide assignee or participanpatential assignee or participant that has
agreed to comply with the covenant contained is 8gction 10.13 (and any such bona fide assignparticipant or potential assignee or
participant may disclose such information to pessemployed or engaged by them as described inecl@)above); (c) as required or
requested by any governmental authority or readgrmieved by Agent or any Lender to be compeligdany court decree, subpoena or legal
or administrative order or process, provided thgeért and each Lender shall use reasonable effoprovide prior written notice to the Loan
Parties of such disclosure, unless such noticeoisilpited by applicable law or an order of a goveemtal authority; (d) as, on the advice of
Agent’s or such Lender’s counsel, required by I&@¥;in connection with the exercise of any rightemedy under the Debt Documents or in
connection with any litigation to which Agent orckuLender is a party or bound that relates toAlgissement, any other Debt Document or the
transactions contemplated hereby or thereby; dhéf) ceases to be confidential through no faukgént or such Lender.

10.14. Counterparts. This Agreement may be executed in any number oftawparts and by different parties in separate
counterparts, each of which when so executed bhaleemed to be an original and all of which wiadwen together shall constitute one anc
same agreement. Delivery of an executed signgage of this Agreement by facsimile transmissiorlectronic transmission shall be as
effective as delivery of a manually executed coxpag hereof.

[ Signature Page Follows ]
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IN WITNESS WHEREOF, each Loan Party, Agent and Lenders, intending ttegally bound hereby, have duly executed this Agren
in one or more counterparts, each of which shatldrmed to be an original, as of the day and yesraforesaid.

BORROWER:

CYTORI THERAPEUTICS, INC.

By: /s/ Mark E. Saad
Name: Mark E. Saad
Title: Chief Financial Officer

Address For Notices For All Loan Parties:

Cytori Therapeutics, Inc.
3020 Callan Road

San Diego, California 92121
Attention: Mark E. Saad
Phone: (858) 458-0900
Facsimile: (858) 450-4355

With a copy to:

Cytori Therapeutics, Inc.
3020 Callan Road

San Diego, California 92121
Attention: In-House Counsel
Phone: (858) 458-0900
Facsimile: (858) 450-4335

SIGNATURE PAGE




AGENT AND LENDER:
GENERAL ELECTRIC CAPITAL CORPORATION
By: _/s/ Peter Gibson

Name: Peter Gibson
Title: Duly Authorized Signatory

Address For Notices:

General Electric Capital Corporation

c/o GE Healthcare Financial Services, Inc., LSF
83 Wooster Heights Road, Fifth Floor

Danbury, Connecticut 06810

Attention: Senior Vice President of Risk

Phone: (203) 205-5200

Facsimile: (203) 205-2192

With a copy to:

General Electric Capital Corporation

c/o GE Healthcare Financial Services, Inc.
Two Bethesda Metro Center, Suite 600
Bethesda, Maryland 20814

Attention: General Counsel

Phone: (301) 961-1640

Facsimile: (301) 664-9866

SIGNATURE PAGE .




LENDER:

SILICON VALLEY BANK

By: /s/ Andre P. Pelletier
Name: Andre P. Pelletier
Title: Senior Relationship Manager

Address For Notices:

4370 La Jolla Village Drive, Ste. 860
San Diego, CA 92122

Attention: Sarah Larson

Phone: 858-784-3308

Facsimile: 858-622-1424

SIGNATURE PAGE







Exhibit 10.6C

PROMISSORY NOTE
October 14, 20(

FOR VALUE RECEIVED, CYTORI THERAPEUTICS, INC., a Revare corporation, located at the address stagdolvb(“ Borrower™),
promises to pay to the order of GENERAL ELECTRICRIARAL CORPORATION or any subsequent holder heresich, a “ Lende?), the
principal sum of SEVEN MILLION, FIVE HUNDRED THOUSKD and 0/100 Dollars ($7,500,000.00) or, if ledse taggregate unp:
principal amount of all Term Loans made by Lendemt on behalf of Borrower pursuant to the Agreem@s hereinafter defined). ,
capitalized terms, unless otherwise defined hestiall have the respective meanings assigned totsums in the Agreement.

This Promissory Note is issued pursuant to thatageloan and Security Agreement, dated as of Gxtdd, 2008, among Borrower,
guarantors from time to time party thereto, Gen&tattric Capital Corporation, as agent, and theiotenders signatory thereto (as amer
restated, supplemented or otherwise modified friome to time, the “ Agreemeri}, is one of the Notes referred to therein, and igledtto the
benefit and security of the Debt Documents refetcetherein, to which Agreement reference is hemalagle for a statement of all of the te
and conditions under which the loans evidenceddyeneere made.

The principal amount of the indebtedness evidenbedeby shall be payable in the amounts and on twesdspecified in ti
Agreement. Interest thereon shall be paid untihgorincipal amount is paid in full at such inténeges and at such times as are specified
Agreement. The terms of the Agreement are hemdxyrporated herein by reference.

All payments shall be applied in accordance with Agreement. The acceptance by Lender of any patywmleich is less than payment in -
of all amounts due and owing at such time shallcooistitute a waiver of Lendeartight to receive payment in full at such timeabany prior ¢
subsequent time.

All amounts due hereunder and under the other Debtuments are payable in the lawful currency ofliméted States of America. Borrov
hereby expressly authorizes Lender to insert the d#ue as is actually given in the blank spacéherface hereof and on all related docun
pertaining hereto.

This Note is secured as provided in the Agreemadtthe other Debt Documents. Reference is heredyento the Agreement and the o
Debt Documents for a description of the properdied assets in which a security interest has besameagt, the nature and extent of the sec
interest, the terms and conditions upon which #eeisty interest was granted and the rights otibleler of the Note in respect thereof.

Time is of the essence hereof. If Lender doegeas#ive from Borrower payment in full of any SchieduPayment or any other sum due u
this Note or any other Debt Document within 3 dafter its due date, Borrower agrees to pay the ke in accordance with 1
Agreement. Such Late Fee will be immediately dug gayable, and is in addition to any other cdsess and expenses that Borrower may
as a result of such late payment.

This Note may be voluntarily prepaid only as peteditunder Section 2.4 of the Agreement. After &eriE of Default, this Note shall be
interest at a rate per annum equal to the Defaatk Rursuant to Section 2.6 of the Agreement.

Borrower and all parties now or hereafter liablehwiespect to this Note, hereby waive presentmdeimand for payment, notice
nonpayment, protest, notice of protest, noticeistiahor, and all other




notices in connection herewith, as well as filifgsoit (if permitted by law) and diligence in caiting this Note or enforcing any of the sect
hereof, and agree to pay (if permitted by law)exibenses incurred in collection, including reastmailtorneysfees and expenses, includ
without limitation, the allocated costs of in-hous®insel.

THIS NOTE SHALL BE CONSTRUED IN ACCORDANCE WITH AND GOVERNED BY THE LAWS OF THE STATE OF NEW
YORK.

No variation or modification of this Note, or anyaiver of any of its provisions or conditions, shb# valid unless such variation
modification is made in accordance with SectiorBldf.the Agreement. Any such waiver, consent, ifieadion or change shall be effect
only in the specific instance and for the spegficpose given.




IN WITNESS WHEREOF , Borrower has duly executed this Note as of the &est above written.

CYTORI THERAPEUTICS, INC.

By: /s/ Mark E. Saad

Name: Mark E. Saa

Title: Chief Financial Officer
Federal Tax ID #: 33-0827593

Address: 3020 Callan Road
San Diego, California 92121







Exhibit 10.61

NEITHER THIS WARRANT NOR THE SECURITIES ISSUABLE UP ON EXERCISE OF THIS WARRANT HAVE BEEN
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED. SUBJECT TO SECTION 6 BELOW, NO SALE OR
DISPOSITION MAY BE EFFECTED EXCEPT IN COMPLIANCE WI TH RULE 144 UNDER SAID ACT OR WITHOUT AN
EFFECTIVE REGISTRATION STATEMENT RELATED THERETO OR AN OPINION OF COUNSEL FOR HOLDER,
SATISFACTORY TO COMPANY, THAT SUCH REGISTRATION IS NOT REQUIRED UNDER THE ACT OR RECEIPT OF A
NO-ACTION LETTER FROM THE SECURITIES AND EXCHANGE C OMMISSION.

WARRANT TO PURCHASE 89,074 SHARES OF COMMON STOCK

Warrant No. CS\-08-022 October 14, 20(

THIS CERTIFIES THAT |, for value received, GE Capital Equity Investmeiris. (“ Holder”) is entitled to subscribe for and purchase
Eighty-Nine Thousand Seventy Four (89,074) shaféglly paid and nonassessable Common Stock of iICytoerapeutics Inc., a Delaware
corporation (the “ Company, at the Warrant Price (as hereinafter definadject to the provisions and upon the terms anditions
hereinafter set forth. As used herein, the termmi@on Stock” shall mean Company’s presently autledricommon stock, $0.001 par value
per share, and any stock into which such commarkstay hereafter be converted or exchanged antkthe“Warrant Shares” shall mean the
shares of Common Stock which Holder may acquirsymumt to this Warrant and any other shares of stdokwhich such shares of Common
Stock may hereafter be converted or exchanged.

1. Warrant Price The “Warrant Price” shall initially be Four a@d dollars ($4.21) per share, subject to adjustraemrovided in
Section 7 below.

2. Conditions to ExerciseThe purchase right represented by this Warrayt be exercised at any time, or from time to timeyhole
or in part during the term commencing on the datedf and ending at 5:00 P.M. Pacific time on gt anniversary of the date of this

Warrant (the “ Expiration Dat§.

3. Method of Exercise or Conversion; fAamt; Issuance of Shares; Issuance of New Warrant.

€) Cash ExerciseSubject to Section 2 hereof, the purchase rigihtesented by this Warrant may be exercised bgétol
hereof, in whole or in part, by the surrender & thiginal of this Warrant (together with a dulyeexted Notice of Exercise in
substantially the form attached hereto) at theqgyal office of Company (as set forth in SectionbiEow) and by payment to
Company, by certified or bank check, or wire transff immediately available funds, of an amountaddo the then applicable
Warrant Price per share multiplied by the numbeénafrant Shares then being purchased. In the efemty exercise of the rights
represented by this Warrant, certificates for therass of stock so purchased shall be in the napendfdelivered to, Holder hereof, or
as such




Holder may direct (subject to the terms of transfamtained herein and upon payment by such Holdexdi of any applicable transfer

taxes).

Such delivery shall be made within 30 dHter exercise of this Warrant and at Companyi{ze@se and, unless this Warrant

has been fully exercised or expired, a new Watawming terms and conditions substantially identioahis Warrant and representing
the portion of the Warrant Shares, if any, withpext to which this Warrant shall not have been@ged, shall also be issued to
Holder hereof within 30 days after exercise of iMarrant.

(b)

Conversion In lieu of exercising this Warrant as specifiedection 3(a), Holder may from time to time certhis

Warrant, in whole or in part, into Warrant Shatgssurrender of the original of this Warrant (tdgetwith a duly executed Notice of
Exercise in substantially the form attached heratdhe principal office of Company, in which ev€&dmpany shall issue to Holder
the number of Warrant Shares computed using thexolg formula:

(©)

mean:

X=Y (A-B)
A

Where:

X = the number of Warrant Shares to be issued tdéto

Y =the number of Warrant Shares purchasable uhieWWarrant (at the date of such calculation).

A = the Fair Market Value of one share of Compar@tsnmon Stock (at the date of such calculation).
B = Warrant Price (as adjusted to the date of sadtulation).

Fair Market Value For purposes of this Section 3, Fair Market ¢abfi one share of Company’s Common Stock shall

0] The average of the closing bid ankkasprices of Common Stock quoted in the Over-Tloenter Market Summai
the last reported sale price quoted on the Nasttaak $1arket or on any other exchange on which tben@on Stock is liste
whichever is applicable, as published in the Weskatition of the Wall Street Journiar the ten (10) trading days prior to
date of determination of Fair Market Value; or

(i) In the event of an exercise in coctimn with a merger, acquisition or other consdiimiain which Company is n
the surviving entity, the per share Fair Market iéafor the Common Stock shall be the value to loeived per share
Common Stock by all holders of the Common Stocguch transaction as determined by the Board ofciirs; or

(i) In any other instance, the per h&air Market Value for the Common Stock shall lsedatermined in tt
reasonable good faith judgment of Company’s Boddiectors.

In the event of 3(c)(ii) or 3(c)(iii), above, Compas Board of Directors shall prepare a certificatehe signed by an authorized offi
of Company, setting forth in reasonable detail lasis for and method of determination of the peretrair Market Value of tl
Common Stock. The Board of Directors will alsotifgrto Holder that this per share Fair Market Malwill be applicable to ¢
holders of Compang Common Stock. Such certification must be madddialer at least ten (10) business days prior ¢optfopose
effective date of the merger, consolidation, sateyther




triggering event as defined in 3(c)(ii) or 3(c)Xiii

(d)

Automatic Exercise To the extent this Warrant is not previously reised, it shall be deemed to have been automig

converted in accordance with Sections 3(b) and B@eof (even if not surrendered) as of immediatedfore its expiratiol
involuntary termination or cancellation if the thEair Market Value of a Warrant Share exceedshka¥Varrant Price, unless Holc
notifies Company in writing to the contrary prierguch automatic exercise.

()

Treatment of Warrant Upon Acquisitiaf Company

0] Certain Definitions For the purpose of this Warrant, "Acquisitionéams any sale, exclusive license, or other
disposition of all or substantially all of the atssef Company, or any reorganization, consolidgt@mmerger of Company, or
sale of outstanding Company securities by holdesebf, where the holders of Company's securitdésrb the transaction
beneficially own less than a majority of the outsliag voting securities of the successor or sung\entity after the
transaction. For purposes of this Section 3(effiliate” shall mean any person or entity that ovanrscontrols directly or
indirectly ten percent (10%) or more of the votoapital stock of Company, any person or entity twatrols or is controlled
by or is under common control with such personsrtities, and each of such person’s or entity’gef§, directors, joint
venturers or partners, as applicable.

(i) Cash Acquisition In the event of an Acquisition in which the sotisideration is cash, Holder may either (a)
exercise its conversion or purchase right under\tiarrant and such exercise will be deemed effe@thmediately prior to
the consummation of such Acquisition or (b) perin@ Warrant to expire automatically upon the consation of such
Acquisition. Company shall provide Holder with t#ein notice of any proposed Acquisition togethahvguch reasonable
information as Holder may request in connectiorhwitich contemplated Acquisition giving rise to sanotice, which is to be
delivered to Holder not less than ten (10) busimess prior to the closing of the proposed Acqigsit

(iii) Asset Sale In the event of an Acquisition that is an arerggith sale of all or substantially all of Compargssets
(and only its assets) to a third party that isarofAffiliate of Company (a “ True Asset Sd)e Holder may either (a) exercise
its conversion or purchase right under this Wareamt such exercise will be deemed effective imnteljigorior to the
consummation of such Acquisition or (b) permit Warrant to continue until the Expiration Date iff@pany continues as a
going concern following the closing of any suchdAsset Sale. Company shall provide Holder witltem notice of any
proposed asset sale together with such reasomdbleniation as Holder may request in connection witbh asset sale giving
rise to such notice, which is to be delivered tdddonot less than ten (10) business days prithiéalosing of the proposed
asset sale.

(iv) Assumption of WarrantUpon the closing of any Acquisition other thange particularly described in subsecti
(i) and (iii) above, the successor entity shafilase the obligations of this Warrant, and this \Atairshall be exercisable for
the same securities, cash, and property as woybéypable for the Warrant Shares issuable upon iseeof the unexercised
portion of this Warrant as if such Warrant Sharesenoutstanding on the record date for the Acqaisénd subsequent
closing. The Warrant Price and/or number of War&irares shall be adjusted accordingly.

v) Early Termination of Warrant in Cart Other CircumstancesNotwithstanding the




foregoing provisions of Section 3(e)(iv), but suibje the terms of Section 3(d), in the event thatacquiror in an
Acquisition does not agree to assume this Warraand as of the closing of such Acquisition, thiaent, to the extent not
exercised or converted on or prior to such closég|l terminate and be of no further force or effess of immediately
following the closing of such Acquisition if all ¢ifie following conditions are met: (A) the acquii®subject to the reporting
requirements of Section 13 or Section 15(d) of3keurities Exchange Act of 1934, as amended (Bvechange Act), (B)
the class of stock or other security of the acquimat would be received by Holder in connectiothvaiuch Acquisition were
Holder to exercise or convert this Warrant on éomto the closing thereof is listed for trading @mational securities
exchange or approved for quotation on an autoniated-dealer quotation system, and (C) the valetefuhined as of the
closing of such Acquisition in accordance with tiedinitive agreements therefor) of the acquirocktand/or other securities
that would be received by Holder in respect of eAhrrant Share were Holder to exercise or conéstWarrant on or prior
to the closing of such Acquisition is equal to ceager than three (3) times the then-effective AfarPrice.

Representations and Warranties oflefohnd Company.

@)

(b)

Representations and Warranties bgéto Holder represents and warrants to Company &sifs]

0] Evaluation Holder has substantial experience in evaluatind investing in private placement transactior
securities of companies similar to Company so Hwaltler is capable of evaluating the merits andsrigkits investment
Company and has the capacity to protect its interes

(i) Resale Except for transfers to an affiliate of Holdéfolder is acquiring this Warrant and the Warranargt
issuable upon exercise of this Warrant (collecyiveke “ Securities) for investment for its own account and not withiew
to, or for resale in connection with, any distribat thereof. Holder does not presently have anseement, plan «
understanding, directly or indirectly, with any pen to distribute or effect the distribution of aof/the Securities to
through any person. Holder understands that treairies have not been registered under the Seuitct of 1933, ¢
amended (the “ Act) by reason of a specific exemption from the regisgtraprovisions of the Act which depends ug
among other things, the bona fide nature of thestment intent as expressed herein.

(iii) Rule 144 Holder acknowledges that the Securities mugtedé indefinitely unless subsequently registeredes
the Act or an exemption from such registrationviailable. Holder is aware of the provisions of ®&k4 promulgated unc
the Act.

(iv) Accredited Investor Holder is an “accredited investawithin the meaning of Regulation D promulgated uritie
Act.
(v) Opportunity To DiscussHolder has had an opportunity to discuss Comgabysiness, management and fina

affairs with its management and an opportunityeidiew Companys facilities. Holder understands that such disonss a
well as the written information issued by Compamgre intended to describe the aspects of Compahysiness al
prospects which Company believes to be materiallené not necessarily a thorough or exhaustiverigim.

Representations and Warranties bygamy. Company hereby represents and warrants to




Holder that the statements in the following parabeaof this Section 4(b) are true and correct dheflate hereof.

0] Corporate Organization and AuthoritfCompany (a) is a corporation duly organizedidialexisting, and in goc
standing in its jurisdiction of incorporation; (bas the corporate power and authority to own aregaip its properties and
carry on its business as now conducted and asntlyrgroposed to be conducted; and (c) is qualifisdch foreign corporati
in all jurisdictions where such qualification isjered.

(i) Corporate Power Company has all requisite corporate power arttiosity to execute, issue and deliver
Warrant, to issue the Warrant Shares issuable egercise or conversion of this Warrant, and toycaut and perform i
obligations under this Warrant and any related emgents.

(i) Authorization; Enforceability All corporate action on the part of Company officers, directors and shareholc
necessary for the authorization, execution, dejivend performance of its obligations under this kfar and for th
authorization, issuance and delivery of this Wariand the Warrant Shares issuable upon exercil@ofVarrant has be
taken and this Warrant constitutes the legally inigdand valid obligation of Company enforceableattordance with i
terms.

(iv) Valid Issuance of Warrant and Watr§hares This Warrant has been validly issued and is @éfestrictions o
transfer other than restrictions on transfer seghfberein and under applicable state and fede@lrgties laws. The Warre
Shares issuable upon conversion of this Warranemvissued, sold and delivered in accordance wéhetms of this Warra
for the consideration expressed herein, will beydand validly issued, fully paid and nonassessadte] will be free ¢
restrictions on transfer other than restrictionstramsfer under this Warrant and under applicatdéesand federal securit
laws. Subject to applicable restrictions on transthe issuance and delivery of this Warrant dwedWarrant Shares issug
upon exercise or conversion of this Warrant are sudiject to any preemptive or other similar rigbtsany liens ¢
encumbrances except as specifically set forth im@any’s Certificate of Incorporation or this Warrant. sésing the trut
and accuracy of Holdes'representations and warranties set forth in &eet{a), no registration under the Act is requifen
the offer and sale of this Warrant or the issuasicthe Warrant Shares, pursuant to the terms of fharrant and neith
Company nor any authorized agent acting on its Ibélaa or will take any action hereafter that woaltlise the loss of st
exemption.

v) No Conflict. The execution, delivery, and performance of Wrrant will not result in (a) any violation of, I
conflict with, or constitute a default under, with without the passage of time or the giving ofieet(1) any provision «
Company'’s Certificate of Incorporation or kaws; (2) any provision of any judgment, decreegmater to which Company it
party, by which it is bound, or to which any of iteterial assets are subject; (3) any contracigatbn, or commitment
which Company is a party or by which it is bound{4) any statute, rule, or governmental regulatipplicable to Compar
or (b) the creation of any lien, charge or encumbeaupon any assets of Company.




5.

6.

(vi) Reports Company has previously furnished or made availdbl Holder complete and accurate copie:
amended or supplemented, of its (a) Annual Repoffarm 10K for the fiscal year ended December 31, 2007,led With
the Securities and Exchange Commission (the “ SEGnd (b) all other reports filed by Company undecti®a 13 o
subsections (a) or (c) of Section 14 of the SelegriExchange Act of 1934 (as amended, the “ Exaham”) with the SE(
since December 31, 2007 (such reports are colldgtreferred to herein as the “ Company Rep§rtsThe Company Repo!
constitute all of the documents required to belfily Company under Section 13 or subsections (&)af Section 14 of tt
Exchange Act with the SEC from December 31, 200Guthh the date of this Warrant. The Company Repmiplied in a
material respects with the requirements of the Brge Act and the rules and regulations thereuntienviiled. As of the
respective dates of filing with the SEC, the CompReports did not contain any untrue statementrofterial fact or omit 1
state a material fact required to be stated theveinecessary to make the statements thereinglm &f the circumstanc
under which they were made, not misleading.

Legends
(@) Legend Each certificate representing the Warrant Shstnali be endorsed with substantially the followiegend:

THESE SECURITIES HAVE NOT BEEN REGISTERED UNDER THEECURITIES ACT OF 1933 AND MAY NOT B
TRANSFERRED (UNLESS SUCH TRANSFER IS TO AN AFFILIETOF HOLDER) UNLESS COVERED BY A
EFFECTIVE REGISTRATION STATEMENT UNDER SAID ACT, ANO ACTION” LETTER FROM THE SECURITIE
AND EXCHANGE COMMISSION WITH RESPECT TO SUCH TRANE&R, A TRANSFER MEETING TH
REQUIREMENTS OF RULE 144 OF THE SECURITIES AND EXBNGE COMMISSION, OR (IF REASONABL'
REQUIRED BY COMPANY) AN OPINION OF COUNSEL SATISFATORY TO THE ISSUER TO THE EFFECT TH/
ANY SUCH TRANSFER IS EXEMPT FROM SUCH REGISTRATION.

Company need not enter into its stock recordsrestea of Warrant Shares unless the conditions ipddn the foregoing legend ¢
satisfied. Company may also instruct its transfgent not to allow the transfer of any of the Wiatrr@hares unless the conditi
specified in the foregoing legend are satisfied.

(b) Removal of Legend and Transfer Retibns. The legend relating to the Act endorsed on #fimate pursuant to paragre
5(a) of this Warrant shall be removed and Compadrall $ssue a certificate without such legend to déolif (i) the Securities a
registered under the Act and a prospectus meetiagequirements of Section 10 of the Act is avédadr (i) Holder provides
Company an opinion of counsel for Holder reasonahblysfactory to Company, a r@ation letter or interpretive opinion of the staf
the SEC reasonably satisfactory to Company, orroth@lence reasonably satisfactory to Companyh#oédffect that public sa
transfer or assignment of the Securities may beemdthout registration and without compliance wathy restriction such as Rule 1

Condition of Transfer or Exercisegérrant. It shall be a condition to any transfer or eis®f this Warrant that at the time of s

transfer or exercise, Holder shall provide Compaiti a representation




in writing that Holder or transferee is acquirifgist Warrant and the shares of Common Stock to fieeds upon exercise for investrr
purposes only and not with a view to any sale strithiution, or will provide Company with a staterhefipertinent facts covering any propo
distribution. As a further condition to any trasmsbf this Warrant or any or all of the shares ofrnon Stock issuable upon exercise of
Warrant, other than a transfer registered undettte Company may request a legal opinion, in fana substance satisfactory to Comg
and its counsel, reciting the pertinent circumstansurrounding the proposed transfer and statiag ghch transfer is exempt from
registration and prospectus delivery requiremehti@ Act. Company shall not require Holder topde an opinion of counsel if the trans
is to an affiliate of Holder, provided that any Bucansferee is an “accredited investaiithin the meaning of Regulation D under the A8k
further condition to each transfer, at the req@ésEompany, Holder shall surrender this Warran€Ctompany and the transferee shall rec
and accept a Warrant, of like tenor and date, éredoy Company.

7. Adjustment for Certain Event3he number and kind of securities purchasablenutpe exercise of this Warrant and the War
Price shall be subject to adjustment from timert@tupon the occurrence of certain events, asvistio

€) Reclassification or Mergefn case of (i) any reclassification or changesecurities of the class issuable upon exerci
this Warrant (other than a change in par valudram par value to no par value, or from no par ealo par value, or as a result
subdivision or combination), (ii) any merger of Quammy with or into another corporation (other thanerger with another corporati
in which Company is the acquiring and the survivogyporation and which does not result in any ifecation or change

outstanding securities issuable upon exercise isf Warrant), or (iii) any sale of all or substatijiaall of the assets of Compal
subject to the provisions of Section 3(e) hereaim@any, or such successor or purchasing corpora®the case may be, shall ¢
execute and deliver to Holder a new Warrant (iimf@nd substance satisfactory to Holder of this Afd)r or Company shall ma
appropriate provision without the issuance of a Néarrant, so that Holder shall have the right weree, at a total purchase price
to exceed that payable upon the exercise of theewosed portion of this Warrant, and in lieu oé tiarrant Shares theretof
issuable upon exercise or conversion of this Warridre kind and amount of shares of stock, otheustes, money and prope
receivable upon such reclassification, change, ereng sale by a holder of the number of sharesah@on Stock then purchasa
under this Warrant, or in the case of such a meogesale in which the consideration paid consifiterain part of assets other tt
securities of the successor or purchasing cormoratt the option of Holder, the securities of sliecessor or purchasing corpora
having a value at the time of the transaction emeivt to the value of the Warrant Shares purchasgion exercise of this Warran
the time of the transaction. Any new Warrant spadivide for adjustments that shall be as nearlyivedent as may be practicable
the adjustments provided for in this Section 7e Tprovisions of this subparagraph (a) shall sidyilaapply to successi
reclassifications, changes, mergers and transfers.

(b) Subdivision or Combination of Shareé Company at any time while this Warrant rensaqrutstanding and unexpired s
subdivide or combine its outstanding shares of Com®tock, the Warrant Price shall be proportioyadelcreased and the numbe
Warrant Shares issuable hereunder shall be propattly increased in the case of a subdivision thedWarrant Price shall
proportionately increased and the number of War&trdres issuable hereunder shall be proportionadetyeased in the case ¢
combination.

(©) Stock Dividends and Other Distriloumis. If Company at any time while this Warrant is siahding and unexpired st
(i) pay a dividend with respect to Common Stockadg in




Common Stock, then the Warrant Price shall be &efijilisrom and after the date of determination afrsholders entitled to rece
such dividend or distribution, to that price deteved by multiplying the Warrant Price in effect iradiately prior to such date
determination by a fraction (A) the numerator ofiebhshall be the total number of shares of CommimekSoutstanding immediate
prior to such dividend or distribution, and (B) tdenominator of which shall be the total numbersbares of Common Stc
outstanding immediately after such dividend orribstion; or (i) make any other distribution witespect to Common Stock (exc
any distribution specifically provided for in Semts 7(a) and 7(b)), then, in each such case, poovihall be made by Company s
that Holder shall receive upon exercise of this Mfar a proportionate share of any such dividendistribution as though it we
Holder of the Warrant Shares as of the record fitetel for the determination of the shareholder€ompany entitled to receive st
dividend or distribution.

(d) Adjustment of Number of SharetJpon each adjustment in the Warrant Price pumst@clause (i) of Section 7(c),
number of Warrant Shares purchasable hereunddrishalljusted, to the nearest whole share, to tb@ugt obtained by multiplyir
the number of Warrant Shares purchasable immegigtédr to such adjustment in the Warrant Priceabfyaction, the numerator
which shall be the Warrant Price immediately ptiorsuch adjustment and the denominator of whicHl sfeathe Warrant Pric
immediately thereafter.

8. Notice of AdjustmentsWhenever any Warrant Price or the kind or nundfesecurities issuable under this Warrant shaldijestec
pursuant to Section 7 hereof, Company shall preparertificate signed by an officer of Companyisgtforth, in reasonable detail, the ev
requiring the adjustment, the amount of the adjestnthe method by which such adjustment was catied) and the Warrant Price and nun
or kind of shares issuable upon exercise of thisrévé after giving effect to such adjustment, ahdllscause copies of such certificate tc
mailed (by certified or registered mail, returne®t required, postage prepaid) within thirty (8@ys of such adjustment to Holder as set {
in Section 19 hereof.

9. Financial and Other RepartH at any time prior to the earlier of the Exgtion Date and the complete exercise of this Warran
Company is no longer subject to the reporting neguents of Section 13 or Section 15(d) of the ErgeaAct, Company shall furnish to
Holder (a) quarterly unaudited consolidated andydilable, consolidating balance sheets, statesyedrdperations and cash flow statements
within 45 days of each fiscal quarter end, in arf@cceptable to Holder and certified by Companyésiglent or chief financial officer, and (b)
annual audited consolidated and, if available, obdating balance sheets, statements of operatindsash flow statements certified by an
independent certified public accountant selecte@bspany and reasonably satisfactory to Holderiwiti20 days of the fiscal year end or, if
sooner, promptly after such time as Company’s Bo#fdirectors receives the audit; provided, howetkeat Holder execute and deliver to
Company a nondisclosure agreement in a form reagpaaceptable to Company prior to receipt of amghsreports.

10. Transferability of WarrantThis Warrant is transferable on the books of @any at its principal office by the registered Huni
hereof upon surrender of this Warrant properly eseld, subject to compliance with Section 6 and iegple federal and state securil
laws. Company shall issue and deliver to the femee a new Warrant representing the Warrant swsfiered. Upon any partial transf
Company will issue and deliver to Holder a new Vdatwith respect to the portion of the Warrantsmtransferred. Holder shall not have
right to transfer any portion of this Warrant toyatirect competitor of Company.

11. Reserved




12. No Fractional SharedNo fractional share of Common Stock will be msdun connection with any exercise or conversiomeiede!
but in lieu of such fractional share Company shelke a cash payment therefor upon the basis dvdreant Price then in effect.

13. Charges, Taxes and Expenskssuance of certificates for shares of CommariStipon the exercise or conversion of this War
shall be made without charge to Holder for any ethiStates or state of the United States documestamgp tax or other incidental expe
with respect to the issuance of such certificatepfavhich taxes and expenses shall be paid by @om, and such certificates shall be iss
in the name of Holder.

14. No Shareholder Rights Until Exercigeéxcept as expressly provided herein, this Wamlaes not entitle Holder to any voting rig
or other rights as a shareholder of Company poidhé exercise hereof.

15. Registry of Warrant Company shall maintain a registry showing then@aand address of the registered Holder of
Warrant. This Warrant may be surrendered for emghaor exercise, in accordance with its termspuah office or agency of Company, &
Company and Holder shall be entitled to rely inrefipects, prior to written notice to the contrangyon such registry.

16. Loss, Theft, Destruction or Mutitatiof Warrant Upon receipt by Company of evidence reasonadfigfactory to it of the los:
theft, destruction or mutilation of this Warranhda in the case of loss, theft, or destructiondelivery of an indemnity reasonably satisfact
to Company in form and amount, and, if mutilatepiom surrender and cancellation of this Warrant, Gamy will execute and deliver a n¢
Warrant, having terms and conditions substantidiitical to this Warrant, in lieu hereof.

17. Miscellaneous

€) Issue Date The provisions of this Warrant shall be consdraed shall be given effect in all respect as Hat bee
issued and delivered by Company on the date hereof.

(b) SuccessorsThis Warrant shall be binding upon any successpassigns of Company.
(©) Headings The headings used in this Warrant are useddiovenience only and are not to be considered istoaing o

interpreting this Warrant.

(d) Saturdays, Sundays, Holiday# the last or appointed day for the taking ofaction or the expiration of any ri
required or granted herein shall be a SaturdaySuralay or shall be a legal holiday in the Statl@f York, then such action may
taken or such right may be exercised on the necdeding day not a legal holiday.

(e) Attorneds Fees In the event of any dispute between the paciegerning the terms and provisions of this Wdrrtna
party prevailing in such dispute shall be entitlectollect from the other party all costeurred in such dispute, including reason
attorney’s fees.

18. No Impairment Company will not, by amendment of its Certifeeatf Incorporation or any other voluntary actiomoid or seek tc
avoid the observance or performance of any oféhmd of this Warrant, but will at all times in gofadth assist in the carrying out of all st
terms and in the taking of all such action as maydcessary or appropriate in order to protectigies of Holder hereof against impairment;




provided, however, that notwithstanding the foregoinothing in this Warrant shall restrict or imp@ompanys right to effect changes to t
rights, preferences, and privileges associated th@hNarrant Shares with the requisite consertt@stockholders as may be required to an
its Certificate of Incorporation from time to tins® long as such amendment affects the rights, neredes, and privileges granted to Hol
associated with the Warrant Shares in the same enasrthe other holders of outstanding shareseo$dime class.

19. AddressesAny notice required or permitted hereunder shallin writing and shall be mailed by overnight Gey registered ¢
certified mail, return receipt requested, and pystarepaid, or otherwise delivered by hand or bgserger, addressed as set forth below,
such other address as Company or Holder heredflsna furnished to the other party in accordanith the delivery instructions set forth
this Section 19.

If to Company: Cytori Therapeutics Inc
3020 Callan Roa
San Diego, California 921z
Phone: (858) 4£-0900
Facsimile: (858) 45-4335
Attn: Chief Financial Office

With a copy to: Cytori Therapeutics Inc
3020 Callan Roa
San Diego, California 9212
Phone: (858) 4£-0900
Facsimile: (858) 45-4335
Attn: In-House Counse

If to Holder: GE Capital Equity Investments, Ir

201 Merritt 7, 1 Floor

P.O. Box 520:

Norwalk, Connecticut 0685
Facsimile: (203) 2(-2192
Attn: General Counst

With copies to General Electric Capital Corporati
c/o GE Healthcare Financial Services, |
83 Wooster Heights Road, Fifth Flc
Danbury, Connecticut 0681
Facsimile: (203) 2(-2192
Attn:  Senior Managing Director ar
Senior Vice President of Rit

If mailed by registered or certified mail, retuecteipt requested, and postage prepaid, noticelshaléemed to be given five (5) days
after being sent, and if sent by overnight coutigrhand or by messenger, notice shall be deemied ¢iven when delivered (if on a
business day, and if not, on the next business day)) if sent by facsimile transmission to the if@ade number provided in this
Section 19, on the date of transmission, provithadl the sender receives a machine-generated caifimmof successful transmission
completed before 5:00 p.m. Pacific time (if on aibhass day, and if not, on the next business day).
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20. Notice of Certain Eventdf the Company proposes at any time (a) to deday dividend or distribution upon any of itscktp
whether in cash, property, stock, or other seasriéind whether or not a regular cash dividendp(bjfer for sale any shares of the Company's
capital stock (or other securities convertible ist@wh capital stock), other than (i) pursuant em@ompany's stock option or other compens:
plans, (ii) in connection with commercial creditaavgements or equipment financings, (iii) in corimacwith strategic transactions for
purposes other than capital raising, or (iv) tise@nce of any shares of the Company’s capital stpok the exercise of any warrants
outstanding as of the date hereof; (c) to effegtraclassification or recapitalization of any &f #tock; or (d) to merge or consolidate with or
into any other corporation, or sell, lease, licemmseconvey all or substantially all of its assetsto liquidate, dissolve or wind up, then, in
connection with each such event, the Company ghadlHolder: (1) at least 10 days prior writtenioetof the date on which a record will be
taken for such dividend, distribution, or subsddptrights (and specifying the date on which thielas of common stock will be entitled
thereto) or for determining rights to vote, if aiyrespect of the matters referred to in (a) djchbove; and (2) in the case of the matters
referred to in (c) and (d) above at least 10 daigs peritten notice of the date when the same taike place (and specifying the date on which
the holders of common stock will be entitled to lexege their common stock for securities or otheperty deliverable upon the occurrence of
such event). Company will also provide informatrequested by Holder reasonably necessary toehddtier to comply with Holder’s
accounting or reporting requirements; provided, &esv, that Holder execute and deliver to Compangralisclosure agreement in a form
reasonably acceptable to Company prior to recéiphy such information.

21. WAIVER OF JURY TRIAL EACH OF THE PARTIES HERETO HEREBY WAIVES TO THRULLEST EXTENT
PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION
DIRECTLY OR INDIRECTLY ARISING OUT OF, UNDER OR ICONNECTION WITH THIS WARRANT OR THE WARRANT
SHARES.

22. GOVERNING LAW. THIS WARRANT SHALL BE GOVERNED BY AND CONSTRUEDN ACCORDANCE WITH THE
LAWS OF THE STATE OF NEW YORK.

[Remainder of page intentionally blank; signatuage follows]
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IN WITNESS WHEREOF, Companyhas caused this Warrant to be executed by itsesffieereunto duly authorized.
CYTORI THERAPEUTICS INC.
By: /sl Mark E. Saad

Name: Mark E. Saad
Title: Chief Financial Officer

Dated as of October 14, 2008.

ACCEPTED AND AGREED TO:
GE CAPITAL EQUITY INVESTMENTS, INC.
By: /s] Peter Gibson

Name: Peter Gibson
Title: Duly Authorized Signatory

Dated as of October 14, 2008.




NOTICE OF EXERCISE

To:

Cytori Therapeutics Inc.
3020 Callan Road

San Diego, California 92121
Phone: (858) 458-0900
Facsimile: (858) 450-4335
Attn: Chief Financial Officer

1. The undersigned Warrantholde“Holder’) elects to acquire shares of the Common Stock “Common Stoc”) of Cytori
Therapeutics Inc. (th*Compan™), pursuant to the terms of the Stock Purchase Wadatet! October 14, 2008 (t“Warran”).

2. Holder exercises its rights under the Warrant a$osth below (check one

( ) Holder elects to purchase sharesmoht®n Stock as provided in Section 3(a) and ter
herewith a check in the amount of $ agmpnt of the purchase pric

( ) Holder elects to convert the purchase rights ihtres of Common Stock as provided in Section 3{(ihe
Warrant.

3. Holder surrenders the Warrant with this Notice réf€ise.

Holder represents that it is acquiring the afortsdiares of Common Stock for investment and ndt witview to or for resale in connect
with distribution and that Holder has no presetgrition of distributing or reselling the shares.

Please issue a certificate representing the slofitke Common Stock in the name of Holder or inhsother name as is specified below:

Name:

Address:

Taxpayer |.D.:

[NAME OF HOLDER]

By:

Name:
Title:

Date: , 200







Exhibit 10.62

NEITHER THIS WARRANT NOR THE SECURITIES ISSUABLE UP ON EXERCISE OF THIS WARRANT HAVE BEEN
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED. SUBJECT TO SECTION 6 BELOW, NO SALE OR
DISPOSITION MAY BE EFFECTED EXCEPT IN COMPLIANCE WI TH RULE 144 UNDER SAID ACT OR WITHOUT AN
EFFECTIVE REGISTRATION STATEMENT RELATED THERETO OR AN OPINION OF COUNSEL FOR HOLDER,
SATISFACTORY TO COMPANY, THAT SUCH REGISTRATION IS NOT REQUIRED UNDER THE ACT OR RECEIPT OF A
NO-ACTION LETTER FROM THE SECURITIES AND EXCHANGE C OMMISSION.

WARRANT TO PURCHASE 89,074 SHARES OF COMMON STOCK

Warrant No. CS\-08-023 October 14, 20(

THIS CERTIFIES THAT |, for value received, Silicon Valley Bank (* Holdgris entitled to subscribe for and purchase EigNige
Thousand Seventy Four (89,074) shares of fully paidi nonassessable Common Stock of Cytori Thenagduat., a Delaware corporation (1
“ Company”), at the Warrant Price (as hereinafter defined),entlip the provisions and upon the terms and camdithereinafter set forth. /
used herein, the term “Common Stock” shall mean gamy’s presently authorized common stock, $0.00pkie per share, and any stock
into which such common stock may hereafter be cdesteor exchanged and the term “Warrant Shashall mean the shares of Common S
which Holder may acquire pursuant to this Warramt any other shares of stock into which such shafr€@mmon Stock may hereafter be
converted or exchanged.

1. Warrant Price The “Warrant Price” shall initially be Four a@d dollars ($4.21) per share, subject to adjustrasigrovided in
Section 7 below.

2. Conditions to ExerciseThe purchase right represented by this Warrayt be exercised at any time, or from time to timeyhole
or in part during the term commencing on the datedf and ending at 5:00 P.M. Pacific time on gt anniversary of the date of this

Warrant (the “ Expiration Dat§.

3. Method of Exercise or Conversion; fAamt; Issuance of Shares; Issuance of New Warrant.

€) Cash ExerciseSubject to Section 2 hereof, the purchase rigihtesented by this Warrant may be exercised bgétol
hereof, in whole or in part, by the surrender & thiginal of this Warrant (together with a dulyeexted Notice of Exercise in
substantially the form attached hereto) at theqgyal office of Company (as set forth in SectionbiEow) and by payment to
Company, by certified or bank check, or wire transff immediately available




funds, of an amount equal to the then applicabler&vit Price per share multiplied by the number @frk&nt Shares then being
purchased. In the event of any exercise of tHetsigepresented by this Warrant, certificatestierghares of stock so purchased shall
be in the name of, and delivered to, Holder hereoés such Holder may direct (subject to the tesfrisansfer contained herein and
upon payment by such Holder hereof of any appleatsinsfer taxes). Such delivery shall be madkiwB0 days after exercise of t
Warrant and at Company’s expense and, unless thisait has been fully exercised or expired, a nearrst having terms and
conditions substantially identical to this Warrant representing the portion of the Warrant Shidfragy, with respect to which this
Warrant shall not have been exercised, shall aésedued to Holder hereof within 30 days after eiserof this Warrant.

(b) Conversion In lieu of exercising this Warrant as specifie®ection 3(a), Holder may from time to time certvthis
Warrant, in whole or in part, into Warrant Shatgssurrender of the original of this Warrant (tdggtwith a duly executed Notice of
Exercise in substantially the form attached heratdhe principal office of Company, in which ev&dmpany shall issue to Holder
the number of Warrant Shares computed using thexolg formula:

X =Y (A-B)
A

Where:

X = the number of Warrant Shares to be issued idé#o

Y =the number of Warrant Shares purchasable uhieWWarrant (at the date of such calculation).

A = the Fair Market Value of one share of Compar@tsnmon Stock (at the date of such calculation).

B = Warrant Price (as adjusted to the date of sadtulation).

(c) Fair Market Value For purposes of this Section 3, Fair Market \éatfione share of Company’s Common Stock shall
mean:

0] The average of the closing bid ankkealsprices of Common Stock quoted in the Over-Toenter Market Summal
the last reported sale price quoted on the Nasttzzk $arket or on any other exchange on which tbem@on Stock is liste
whichever is applicable, as published in the Weskatition of the Wall Street Journi@ar the ten (10) trading days prior to
date of determination of Fair Market Value; or

(i) In the event of an exercise in coctien with a merger, acquisition or other consdiigain which Company is n
the surviving entity, the per share Fair Market \éafor the Common Stock shall be the value to loeived per share
Common Stock by all holders of the Common Stocguch transaction as determined by the Board ofciirs; or

(iii) In any other instance, the per sh&air Market Value for the Common Stock shall Isedatermined in tt
reasonable good faith judgment of Company’s Bodrd o




Directors.

In the event of 3(c)(ii) or 3(c)(iii), above, Compas Board of Directors shall prepare a certificatehe signed by an authorized offi
of Company, setting forth in reasonable detail Ithsis for and method of determination of the peresirair Market Value of tl
Common Stock. The Board of Directors will alsotifgrto Holder that this per share Fair Market alwill be applicable to ¢
holders of Compang Common Stock. Such certification must be madddialer at least ten (10) business days prior ¢optfopose
effective date of the merger, consolidation, sateyther triggering event as defined in 3(c)(ii)3gc)(iii).

(d) Automatic Exercise To the extent this Warrant is not previously reised, it shall be deemed to have been automig
converted in accordance with Sections 3(b) and B@neof (even if not surrendered) as of immediatedfore its expiratiol
involuntary termination or cancellation if the thEair Market Value of a Warrant Share exceedshka¥Varrant Price, unless Holc
notifies Company in writing to the contrary prierguch automatic exercise.

(e) Treatment of Warrant Upon Acquigitiof Company.

0] Certain Definitions For the purpose of this Warrant, "Acquisitionéams any sale, exclusive license, or other
disposition of all or substantially all of the atssef Company, or any reorganization, consolidgt@mmerger of Company, or
sale of outstanding Company securities by holdesebf, where the holders of Company's securitdésrb the transaction
beneficially own less than a majority of the outsliag voting securities of the successor or sung\entity after the
transaction. For purposes of this Section 3(effiliate” shall mean any person or entity that ovarscontrols directly or
indirectly ten percent (10%) or more of the votoapital stock of Company, any person or entity tiwatrols or is controlled
by or is under common control with such personertities, and each of such person’s or entity’gef§, directors, joint
venturers or partners, as applicable.

(i) Cash Acquisition In the event of an Acquisition in which the sotisideration is cash, Holder may either (a)
exercise its conversion or purchase right under\tiarrant and such exercise will be deemed effe@thmediately prior to
the consummation of such Acquisition or (b) periné Warrant to expire automatically upon the consation of such
Acquisition. Company shall provide Holder with t#ein notice of any proposed Acquisition togethahvguch reasonable
information as Holder may request in connectiorhwitich contemplated Acquisition giving rise to sanokice, which is to be
delivered to Holder not less than ten (10) busimess prior to the closing of the proposed Acqigsit

(iii) Asset Sale In the event of an Acquisition that is an arerggith sale of all or substantially all of Compargssets
(and only its assets) to a third party that isarofAffiliate of Company (a “ True Asset Sd)e Holder may either (a) exercise
its conversion or purchase right under this Wareamt such exercise will be deemed effective imnteljigorior to the
consummation of such Acquisition or (b) permit Warrant to continue until the Expiration Date ifr§pany continues as a
going concern following the closing of any suchdAsset Sale. Company shall provide Holder witltem notice of any
proposed asset sale together with such reasomdbleniation as Holder may request in connection itbh asset sale giving
rise to such notice, which




is to be delivered to Holder not less than ten fi®jiness days prior to the closing of the prop@sset sale.

(iv) Assumption of WarrantUpon the closing of any Acquisition other thinge particularly described in subsecti
(i) and (iii) above, the successor entity shafilase the obligations of this Warrant, and this \Atairshall be exercisable for
the same securities, cash, and property as woubdyeble for the Warrant Shares issuable upon meeof the unexercised
portion of this Warrant as if such Warrant Sharesenoutstanding on the record date for the Acqaisénd subsequent
closing. The Warrant Price and/or number of War&irares shall be adjusted accordingly.

v) Early Termination of Warrant in Cairt Other CircumstancesNotwithstanding the foregoing provisions of
Section 3(e)(iv), but subject to the terms of Set8(d), in the event that the acquiror in an Asdign does not agree to
assume this Warrant at and as of the closing df siequisition, this Warrant, to the extent not exsed or converted on or
prior to such closing, shall terminate and be ofurther force or effect as of immediately followithe closing of such
Acquisition if all of the following conditions amaet: (A) the acquiror is subject to the reportiaquirements of Section 13 or
Section 15(d) of the Securities Exchange Act of41@% amended (the “ Exchange Act(B) the class of stock or other
security of the acquiror that would be receivedHoyder in connection with such Acquisition were Hel to exercise or
convert this Warrant on or prior to the closingréw is listed for trading on a national securigeshange or approved for
guotation on an automated int@ealer quotation system, and (C) the value (detexdhas of the closing of such Acquisitiol
accordance with the definitive agreements therefbthie acquiror stock and/or other securities thatld be received by
Holder in respect of each Warrant Share were Hdtlexercise or convert this Warrant on or prioth® closing of such
Acquisition is equal to or greater than three (i3t the then-effective Warrant Price.

Representations and Warranties oflefohnd Company.

(@)

Representations and Warranties bidéto Holder represents and warrants to Company &sifsi

() Evaluation Holder has substantial experience in evaluatind investing in private placement transactior
securities of companies similar to Company so Hwalter is capable of evaluating the merits andsrigkits investment
Company and has the capacity to protect its interes

(i) Resale Except for transfers to an affiliate of Holdétolder is acquiring this Warrant and the Warrantar@l
issuable upon exercise of this Warrant (collecyiveke “ Securities) for investment for its own account and not withiew
to, or for resale in connection with, any distribat thereof. Holder does not presently have anseement, plan «
understanding, directly or indirectly, with any pen to distribute or effect the distribution of aofythe Securities to
through any person. Holder understands that treairies have not been registered under the Seuritct of 1933, ¢
amended (the “ Act) by reason of a specific exemption from the regigtraprovisions of the Act which depends ug
among other things, the bona fide nature of thestment intent as expressed herein.




(iii) Rule 144 Holder acknowledges that the Securities mugtedé indefinitely unless subsequently registeredes
the Act or an exemption from such registrationviailable. Holder is aware of the provisions of ®&¥4 promulgated unc

the Act.

(iv) Accredited Investor Holder is an “accredited investawithin the meaning of Regulation D promulgated uritie
Act.

(v) Opportunity To DiscussHolder has had an opportunity to discuss Comgabysiness, management and fina

affairs with its management and an opportunityeldiew Companys facilities. Holder understands that such disonss a
well as the written information issued by Compamgre intended to describe the aspects of Compahysiness al
prospects which Company believes to be materiallené not necessarily a thorough or exhaustiverigim.

(b) Representations and Warranties bygamy. Company hereby represents and warrants to Htldethe statements in the
following paragraphs of this Section 4(b) are tanel correct as of the date hereof.

0] Corporate Organization and AuthoritCompany (a) is a corporation duly organizedidiglexisting, and in goc
standing in its jurisdiction of incorporation; (bas the corporate power and authority to own aregaip its properties and
carry on its business as now conducted and asntlyrroposed to be conducted; and (c) is qualifisc foreign corporati
in all jurisdictions where such qualification isjered.

(i) Corporate Power Company has all requisite corporate power artticgily to execute, issue and deliver
Warrant, to issue the Warrant Shares issuable egercise or conversion of this Warrant, and toycaut and perform i
obligations under this Warrant and any related ements.

(i) Authorization; Enforceability All corporate action on the part of Company officers, directors and shareholc
necessary for the authorization, execution, dejivend performance of its obligations under this k&far and for th
authorization, issuance and delivery of this Wariand the Warrant Shares issuable upon exercil@ofVarrant has be
taken and this Warrant constitutes the legally inigdand valid obligation of Company enforceableattordance with i
terms.

(iv) Valid Issuance of Warrant and Watr8hares This Warrant has been validly issued and is éfe@strictions o
transfer other than restrictions on transfer sghfberein and under applicable state and fedelrgies laws. The Warre
Shares issuable upon conversion of this Warranenvissued, sold and delivered in accordance wéhetms of this Warra
for the consideration expressed herein, will beydand validly issued, fully paid and nonassessadte] will be free ¢
restrictions on transfer other than restrictionstramsfer under this Warrant and under applicatdéesand federal securit
laws. Subject to applicable restrictions on transthe issuance and delivery of this Warrant dwedWarrant Shares issug
upon exercise or




conversion of this Warrant are not subject to argemptive or other similar rights or any liens acembrances except

specifically set forth in Company’s Certificate lotorporation or this Warrant. Assuming the tratid accuracy of Holdes’
representations and warranties set forth in Sea{a), no registration under the Act is requiredtfee offer and sale of tt

Warrant or the issuance of the Warrant Sharesypuatgo the terms of this Warrant and neither Carmgp#or any authorize

agent acting on its behalf has or will take anyocarchereafter that would cause the loss of sucimexien.

(v) No Conflict. The execution, delivery, and performance of Warrant will not result in (a) any violation of, lin
conflict with, or constitute a default under, with without the passage of time or the giving ofieet{(1) any provision «
Company'’s Certificate of Incorporation or lgws; (2) any provision of any judgment, decreepraer to which Company it
party, by which it is bound, or to which any of iteaterial assets are subject; (3) any contracigatbn, or commitment
which Company is a party or by which it is bound{4) any statute, rule, or governmental regulatipplicable to Compar
or (b) the creation of any lien, charge or encumbeaupon any assets of Company.

(vi) Reports Company has previously furnished or made availdbl Holder complete and accurate copie:
amended or supplemented, of its (a) Annual Repoffarm 10K for the fiscal year ended December 31, 2007 jled fvith
the Securities and Exchange Commission (the “ SEGnd (b) all other reports filed by Company undecti®a 13 o
subsections (a) or (c) of Section 14 of the SelegriExchange Act of 1934 (as amended, the “ Exahaym”) with the SE(
since December 31, 2007 (such reports are colidgtheferred to herein as the “* Company Rep9rtsThe Company Repoi
constitute all of the documents required to bedfily Company under Section 13 or subsections (&)af Section 14 of tt
Exchange Act with the SEC from December 31, 200Guthh the date of this Warrant. The Company Repmimplied in a
material respects with the requirements of the Brge Act and the rules and regulations thereuntienviiled. As of the
respective dates of filing with the SEC, the CompReports did not contain any untrue statementrofterial fact or omit 1
state a material fact required to be stated theseinecessary to make the statements thereingln &f the circumstanc
under which they were made, not misleading.

5. Legends

@)

Legend Each certificate representing the Warrant Shsineli be endorsed with substantially the followiegend:

THESE SECURITIES HAVE NOT BEEN REGISTERED UNDER THEECURITIES ACT OF 1933 AND MAY NOT B
TRANSFERRED (UNLESS SUCH TRANSFER IS TO AN AFFILIETOF HOLDER) UNLESS COVERED BY A
EFFECTIVE REGISTRATION STATEMENT UNDER SAID ACT, ANO ACTION” LETTER FROM THE SECURITIE
AND EXCHANGE COMMISSION




WITH RESPECT TO SUCH TRANSFER, A TRANSFER MEETINGHE REQUIREMENTS OF RULE 144 OF Tt
SECURITIES AND EXCHANGE COMMISSION, OR (IF REASONAR REQUIRED BY COMPANY) AN OPINION Ol
COUNSEL SATISFACTORY TO THE ISSUER TO THE EFFECT AH ANY SUCH TRANSFER IS EXEMPT FROI
SUCH REGISTRATION.

Company need not enter into its stock recordsrestea of Warrant Shares unless the conditions ipddn the foregoing legend ¢
satisfied. Company may also instruct its transfgent not to allow the transfer of any of the Wiatrr@hares unless the conditi
specified in the foregoing legend are satisfied.

(b) Removal of Legend and Transfer Retgtns. The legend relating to the Act endorsed on #fiate pursuant to paragre
5(a) of this Warrant shall be removed and Compadrall $ssue a certificate without such legend to déolif (i) the Securities a
registered under the Act and a prospectus meetiagequirements of Section 10 of the Act is avédadr (i) Holder provides
Company an opinion of counsel for Holder reasonahlysfactory to Company, a @ation letter or interpretive opinion of the staf
the SEC reasonably satisfactory to Company, orroth@ence reasonably satisfactory to Companyh#oédffect that public sa
transfer or assignment of the Securities may beemvthout registration and without compliance wathy restriction such as Rule 1

6. Condition of Transfer or ExerciseV@arrant. Upon receipt by Holder of the executed Warrbiodder will transfer all of this Warra
to Holder’s parent company, SVB Financial Group, by executibmn Assignment substantially in the form of Apgix A. It shall be

condition to any transfer or exercise of this Watrthat at the time of such transfer or exerciselder shall provide Company witl
representatiorin writing that Holder or transferee is acquirifgst Warrant and the shares of Common Stock to fieets upon exercise °
investment purposes only and not with a view to salg or distribution, or will provide Company withstatement of pertinent facts cove
any proposed distribution. As a further conditionany transfer of this Warrant or any or all oé tthares of Common Stock issuable 1
exercise of this Warrant, other than a transfeisteged under the Act, Company may request a kggiaion, in form and substance satisfac
to Company and its counsel, reciting the pertimértumstances surrounding the proposed transfestatithg that such transfer is exempt f
the registration and prospectus delivery requirdmeii the Act. Company shall not require Holderptrovide an opinion of counsel if t
transfer is to an affiliate of Holder, provided tl@y such transferee is an “accredited investattiin the meaning of Regulation D under
Act. As further condition to each transfer, at tequest of Company, Holder shall surrender thisrdve to Company and the transferee ¢
receive and accept a Warrant, of like tenor and,datecuted by Company.

7. Adjustment for Certain Event3he number and kind of securities purchasablenuhe exercise of this Warrant and the War
Price shall be subject to adjustment from timert@tupon the occurrence of certain events, asvistio

€) Reclassification or Mergefn case of (i) any reclassification or changesecurities of the class issuable upon exerci
this Warrant (other than a change in par valudram par value to no par value, or from no par ealo par value, or as a result
subdivision or combination), (ii) any merger of Quammy with or into another corporation (other thanerger with another corporati
in which Company is the acquiring and the surviving




corporation and which does not result in any resifeesition or change of outstanding securitiesasde upon exercise of this Warra
or (iii) any sale of all or substantially all ofgtassets of Company, subject to the provisionseofi@ 3(e) hereof, Company, or s
successor or purchasing corporation, as the cagdeahall duly execute and deliver to Holder & Wéarrant (in form and substar
satisfactory to Holder of this Warrant), or Compashall make appropriate provision without the issaof a new Warrant, so t
Holder shall have the right to receive, at a tptaichase price not to exceed that payable upoexbesise of the unexercised portiol
this Warrant, and in lieu of the Warrant Sharesettdore issuable upon exercise or conversionisf\Warrant, the kind and amoun
shares of stock, other securities, money and ptppeceivable upon such reclassification, changerger or sale by a holder of
number of shares of Common Stock then purchasatderuthis Warrant, or in the case of such a meagesale in which tF
consideration paid consists all or in part of ess#her than securities of the successor or puirgdparporation, at the option
Holder, the securities of the successor or puralgasorporation having a value at the time of tlams$action equivalent to the value
the Warrant Shares purchasable upon exercise sf\arrant at the time of the transaction. Any nétarrant shall provide fi
adjustments that shall be as nearly equivalentashe practicable to the adjustments providedrfdhis Section 7. The provisions
this subparagraph (a) shall similarly apply to &ssive reclassifications, changes, mergers ansfénan

(b) Subdivision or Combination of Sharelf Company at any time while this Warrant rensagutstanding and unexpired s
subdivide or combine its outstanding shares of Com@tock, the Warrant Price shall be proportioyatielcreased and the numbe
Warrant Shares issuable hereunder shall be propattly increased in the case of a subdivision thedWarrant Price shall
proportionately increased and the number of War&trdres issuable hereunder shall be proportiondetyeased in the case ¢
combination.

(©) Stock Dividends and Other Distriloumig. If Company at any time while this Warrant is siahding and unexpired st
(i) pay a dividend with respect to Common Stockgidg inCommon Stock, then the Warrant Price shall be &sfjiigrom and aft
the date of determination of shareholders entittececeive such dividend or distribution, to thate determined by multiplying t!
Warrant Price in effect immediately prior to suddtal of determination by a fraction (A) the numeraib which shall be the tof
number of shares of Common Stock outstanding imatelgi prior to such dividend or distribution, arg) (he denominator of whit
shall be the total number of shares of Common Statgtanding immediately after such dividend otriisition; or (ii) make any oth
distribution with respect to Common Stock (excepy distribution specifically provided for in Seati® 7(a) and 7(b)), then, in e:
such case, provision shall be made by Company thatiHolder shall receive upon exercise of this \Matra proportionate share
any such dividend or distribution as though it weadder of the Warrant Shares as of the record filete for the determination of t
shareholders of Company entitled to receive sueideind or distribution.

(d) Adjustment of Number of SharetJpon each adjustment in the Warrant Price pumst@clause (i) of Section 7(c),
number of Warrant Shares purchasable hereunddrishaljusted, to the nearest whole share, to théupt obtained by multiplyir
the number of Warrant Shares purchasable immegigtédr to such adjustment in the Warrant Priceabfyaction, the numerator
which shall be the Warrant Price immediately pt@such




adjustment and the denominator of which shall leeWarrant Price immediately thereafter.

8. Notice of AdjustmentsWhenever any Warrant Price or the kind or nundfesecurities issuable under this Warrant shatdjestec
pursuant to Section 7 hereof, Company shall preparertificate signed by an officer of Companyiegtforth, in reasonable detail, the ev
requiring the adjustment, the amount of the adjestimthe method by which such adjustment was catied) and the Warrant Price and nur
or kind of shares issuable upon exercise of thisréivia after giving effect to such adjustment, ahdllscause copies of such certificate tc
mailed (by certified or registered mail, returnet required, postage prepaid) within thirty (8@ys of such adjustment to Holder as set
in Section 19 hereof.

9. Financial and Other RepartH at any time prior to the earlier of the Exgtion Date and the complete exercise of this Warran
Company is no longer subject to the reporting neguéents of Section 13 or Section 15(d) of the ErgleaAct, Company shall furnish to
Holder (a) quarterly unaudited consolidated andydilable, consolidating balance sheets, statesdrdperations and cash flow statements
within 45 days of each fiscal quarter end, in af@cceptable to Holder and certified by Companyésigent or chief financial officer, and (b)
annual audited consolidated and, if available, obdating balance sheets, statements of operaindsash flow statements certified by an
independent certified public accountant selecte@bsnpany and reasonably satisfactory to Holderiwitl20 days of the fiscal year end or, if
sooner, promptly after such time as Company’s Bo&fdirectors receives the audit; provided, howetleait Holder execute and deliver to
Company a nondisclosure agreement in a form rea$pnaceptable to Company prior to receipt of amghsreports.

10. Transferability of WarrantThis Warrant is transferable on the books of Gany at its principal office by the registered Haul
hereof upon surrender of this Warrant properly eseld, subject to compliance with Section 6 and iegple federal and state securi
laws. Company shall issue and deliver to the femee a new Warrant representing the Warrant swsfieared. Upon any partial transf
Company will issue and deliver to Holder a new Vdatwith respect to the portion of the Warrantsmtransferred. Holder shall not have
right to transfer any portion of this Warrant toyatirect competitor of Company.

11. Reserved

12. No Fractional SharedNo fractional share of Common Stock will be mdun connection with any exercise or conversioretede!
but in lieu of such fractional share Company shralke a cash payment therefor upon the basis avereant Price then in effect.

13. Charges, Taxes and Expenskssuance of certificates for shares of CommariStipon the exercise or conversion of this War
shall be made without charge to Holder for any ebhiStates or state of the United States documestamgp tax or other incidental expel
with respect to the issuance of such certificdtepfavhich taxes and expenses shall be paid by @om, and such certificates shall be iss
in the name of Holder.

14. No Shareholder Rights Until Exerciseéxcept as expressly provided herein, this Wardaes not entitle Holder to any voting rig
or other rights as a shareholder of Company poahé¢ exercise hereof.

15. Registry of Warrant Company shall maintain a registry showing then@aand address of the registered Holder of
Warrant. This Warrant may be surrendered for exghar exercise, in




accordance with its terms, at such office or agesfc€¢ompany, and Company and Holder shall be edtitb rely in all respects, prior
written notice to the contrary, upon such registry.

16. Loss, Theft, Destruction or Mutitatiof Warrant Upon receipt by Company of evidence reasonatigfactory to it of the los:
theft, destruction or mutilation of this Warranhda in the case of loss, theft, or destructiondelivery of an indemnity reasonably satisfact
to Company in form and amount, and, if mutilatepiom surrender and cancellation of this Warrant, Gamy will execute and deliver a n¢
Warrant, having terms and conditions substantiditical to this Warrant, in lieu hereof.

17. Miscellaneous

€) Issue Date The provisions of this Warrant shall be consdraed shall be given effect in all respect as Hat bee
issued and delivered by Company on the date hereof.

(b) SuccessorsThis Warrant shall be binding upon any successpassigns of Company.
(©) Headings The headings used in this Warrant are useddiovenience only and are not to be considered istoaing o

interpreting this Warrant.

(d) Saturdays, Sundays, Holiday# the last or appointed day for the taking afyaction or the expiration of any ri
required or granted herein shall be a SaturdaySuraday or shall be a legal holiday in the Stat€alffornia, then such action may
taken or such right may be exercised on the nexdeseding day not a legal holiday.

(e) Attorneys Fees In the event of any dispute between the pactieserning the terms and provisions of this Wdrrtna
party prevailing in such dispute shall be entitlectollect from the other party all costeurred in such dispute, including reason
attorney’s fees.

18. No Impairment Company will not, by amendment of its Certifeeatf Incorporation or any other voluntary actiomoid or seek tc
avoid the observance or performance of any oféhmd of this Warrant, but will at all times in gofaith assist in the carrying out of all st
terms and in the taking of all such action as mayécessary or appropriate in order to protectigies of Holder hereof against impairme
provided, however, that notwithstanding the foregoinothing in this Warrant shall restrict or imp@ompanys right to effect changes to t
rights, preferences, and privileges associated tivéhNVarrant Shares with the requisite conserti@ftockholders as may be required to an
its Certificate of Incorporation from time to tins® long as such amendment affects the rights, neneées, and privileges granted to Hol
associated with the Warrant Shares in the same enasrthe other holders of outstanding shareseo$dime class.

19. AddressesAny notice required or permitted hereunder shallin writing and shall be mailed by overnight Gey registered ¢
certified mail, return receipt requested, and pystarepaid, or otherwise delivered by hand or bgserger, addressed as set forth below,
such other address as Company or Holder heredflsina furnished to the other party in accordanith the delivery instructions set forth
this Section 19.




If to Company: Cytori Therapeutics In¢
3020 Callan Roa
San Diego, California 9212
Phone: (858) 4£-0900
Facsimile: (858) 45-4335
Attn: Chief Financial Office

With a copy to: Cytori Therapeutics, In
3020 Callan Roa
San Diego, California 9212
Phone: (858) 4£-0900
Facsimile: (858) 45-4335
Attn: In-House Counse

If to Holder: Silicon Valley Bank
3003 Tasman Drive (H-200)
Santa Clara, CA 95C
Facsimile: 40-49€-2405
Phone: 40-654-7400
Attn: Treasury Departmel

If mailed by registered or certified mail, retueceipt requested, and postage prepaid, noticelshakemed to be given five (5) days
after being sent, and if sent by overnight coutigrhand or by messenger, notice shall be deemied ¢iven when delivered (if on a
business day, and if not, on the next business day)) if sent by facsimile transmission to the if@ade number provided in this
Section 19, on the date of transmission, provithed the sender receives a machine-generated cauitrmof successful transmission
completed before 5:00 p.m. Pacific time (if on aibhass day, and if not, on the next business day).

20. Notice of Certain Eventdf the Company proposes at any time (a) to decay dividend or distribution upon any of itscktp
whether in cash, property, stock, or other seasitind whether or not a regular cash dividendp(bjfer for sale any shares of the Company's
capital stock (or other securities convertible istrth capital stock), other than (i) pursuant ee@ompany's stock option or other compens:
plans, (ii) in connection with commercial creditavgements or equipment financings, (iii) in corimacwith strategic transactions for
purposes other than capital raising, or (iv) tlsaigce of any shares of the Company’s capital stpok the exercise of any warrants
outstanding as of the date hereof; (c) to effegtraclassification or recapitalization of any &f #tock; or (d) to merge or consolidate with or
into any other corporation, or sell, lease, licemmseconvey all or substantially all of its assetsto liquidate, dissolve or wind up, then, in
connection with each such event, the Company ghadlHolder: (1) at least 10 days prior writtenicetof the date on which a record will be
taken for such dividend, distribution, or subsddptrights (and specifying the date on which thielas of common stock will be entitled
thereto) or for determining rights to vote, if airyrespect of the matters referred to in (a) d)dabove; and (2) in the case of the matters
referred to in (c) and (d) above at least 10 daigs peritten notice of the date when the same taille place (and specifying the date on which
the holders of common stock will be entitled to lexege their common stock for securities or otheperty deliverable upon the occurrence of
such




event). Company will also provide information uegted by Holder reasonably necessary to enableHtd comply with Holdes accountin
or reporting requirements; provided, however, thelder execute and deliver to Company a nondiscéoagreement in a form reasonably
acceptable to Company prior to receipt of any sofdrmation.

21. WAIVER OF JURY TRIAL EACH OF THE PARTIES HERETO HEREBY WAIVES TO THRILLEST EXTENT
PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION
DIRECTLY OR INDIRECTLY ARISING OUT OF, UNDER OR INCONNECTION WITH THIS WARRANT OR THE WARRANT
SHARES.

22. GOVERNING LAW. THIS WARRANT SHALL BE GOVERNED BY AND CONSTRUEDN ACCORDANCE WITH THE
LAWS OF THE STATE OF CALIFORNIA.

[Remainder of page intentionally blank; signatuage follows]




IN WITNESS WHEREOF, Companyhas caused this Warrant to be executed by itsesffieereunto duly authorized.
CYTORI THERAPEUTICS, INC.
By: s/ Mark Saad

Name: Mark Saad
Title: Chief Financial Officer

Dated as of October 14, 2008.

ACCEPTED AND AGREED TO:
SILICON VALLEY BANK
By: /s/ Andre P. Pelletier

Name: Andre P. Pelletier
Title: Senior Relationship Manager

Dated as of October 14, 2008.




NOTICE OF EXERCISE

To:

Cytori Therapeutics, Inc.
3020 Callan Road

San Diego, California 92121
Phone: (858) 458-0900
Facsimile: (858) 450-4335
Attn: Chief Financial Officer

1. The undersigned Warrantholder (“Holder”) elects aoquire shares of the Common Stock (the “Commorck3toof Cytori
Therapeutics Inc. (th*Compan™), pursuant to the terms of the Stock Purchase Wadatet! October 14, 2008 (t“Warran”).

2. Holder exercises its rights under the Warrant afosth below (check one

( ) Holder elects to purchase sharesmohi®n Stock as provided in Section 3(a) and ter
herewith a check in the amount of $ agspnt of the purchase pric

( ) Holder elects to convert the purchase rights ihtres of Common Stock as provided in Section 3{(ihe
Warrant.

3. Holder surrenders the Warrant with this Notice réi€ise.

Holder represents that it is acquiring the afortsdiares of Common Stock for investment and ndt witview to or for resale in connect
with distribution and that Holder has no presetgrition of distributing or reselling the shares.

Please issue a certificate representing the slofitke Common Stock in the name of Holder or inhsother name as is specified below:

Name:

Address:

Taxpayer |.D.:

[NAME OF HOLDER]

By:

Name:
Title:

Date: , 200




APPENDIX A

ASSIGNMENT

For value received, Silicon Valley Bank herebysedissigns and transfers unto

Name: SVB Financial Group
Address: 3003 Tasman Drive (HA-200)

Santa Clara, CA 95054
Tax ID: XX-XXXXXXX

that certain Warrant to Purchase Stock issued ligrCVherapeutics, Inc. (the “Company”), on Octolidr 2008 (the “Warrantfogether witl
all rights, title and interest therein.

SILICON VALLEY BANK
By:

Name:
Title:

By its execution below, and for the benefit of @empany, SVB Financial Group makes each of theemptations and warranties set forth in
Article 4 of the Warrant and agrees to all othevisions of the Warrant as of the date hereof.

SVB FINANCIAL GROUP

By:
Name:
Title:







EXHIBIT 23.1

Consent of Independent Registered Public Accountingirm

The Board of Directors
Cytori Therapeutics, Inc.:

We consent to the incorporation by reference inréiggstration statement (Nos. 333-82074 and 333%92Pon Form S-8 and (Nos. 333-
140875, 333-157023, 333-153233 and 333-134129)pom IS3 of Cytori Therapeutics, Inc. of our reports datéarch 6, 2009, with respect
the consolidated balance sheets of Cytori Thergseunc. and subsidiaries as of December 31, 20082007, and the related consolidated
statements of operations and comprehensive laskhsilders' equity (deficit), and cash flows focleaf the years in the three-year period
ended December 31, 2008, the accompanying schefluiduation and qualifying accounts, and the aff@ness of internal control over
financial reporting of Cytori Therapeutics, Incdasubsidiaries as of December 31, 2008, and teefleeence to our firm in Item Gelected
Financial Data, which reports appear in the December 31, 2008)amreport on Form 10-K of Cytori Therapeutics;.In

/sl KPMG LLP

San Diego, Californi
March 6, 200¢



EXHIBIT 31.1

Certification of Principal Executive Officer Pursuant to
Securities Exchange Act Rule 13a-14(a)
As Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Christopher J. Calhoun, certify that:

1.

2.

I have reviewed this annual report on Forr-K of Cytori Therapeutics, Inc

Based on my knowledge, this report does not comtajnuntrue statement of a material fact or ométéde a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, ntgadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrar’ s other certifying officer and | are responsible dstablishing and maintaining disclosure contamid procedures (&
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirg @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and ha

(a) designed such disclosure controls and procedareaused such disclosure controls and procedonge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
others within those entities, particularly durig tperiod in which this report is being prepared;

(b) designed such internal control over finanoggdarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assuramgadang the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) evaluated the effectiveness of the registratisslosure controls and procedures and presentgisi report our conclusions about
the effectiveness of the disclosure controls andgaures, as of the end of the period coveredibyéport based on such evaluation;
and

(d) disclosed in this report any change in thestegint’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repog) tflas materially affected, or is
reasonably likely to materially affect, the regasir's internal control over financial reporting;dan

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theedent
functions):

(a) all significant deficiencies and material weagses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regidfsaability to record, process, summarize and refioancial information; and

(b) any fraud, whether or not material, that ines\management or other employees who have a satifiole in the registrant’s
internal control over financial reporting.

Date: March 6, 200
/s! Christopher J. Calhot

Christopher J. Calhoul
Chief Executive Office



EXHIBIT 31.2

Certification of Principal Financial Officer Pursuant to
Securities Exchange Act Rule 13a-14(a)
As Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Mark E. Saad, certify that:

1.

2.

I have reviewed this annual report on Forr-K of Cytori Therapeutics, Inc

Based on my knowledge, this report does not comtajnuntrue statement of a material fact or ométéde a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, ntgadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrar’ s other certifying officer and | are responsible dstablishing and maintaining disclosure contamid procedures (&
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirg @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and ha

(a) designed such disclosure controls and procedareaused such disclosure controls and procedonge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
others within those entities, particularly durig tperiod in which this report is being prepared;

(b) designed such internal control over finanoggdarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assuramgadang the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) evaluated the effectiveness of the registratisslosure controls and procedures and presentgisi report our conclusions about
the effectiveness of the disclosure controls andgaures, as of the end of the period coveredibyéport based on such evaluation;
and

(d) disclosed in this report any change in thestegint’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repog) tflas materially affected, or is
reasonably likely to materially affect, the regasir's internal control over financial reporting;dan

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theedent
functions):

(a) all significant deficiencies and material weagses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regidfsaability to record, process, summarize and refioancial information; and

(b) any fraud, whether or not material, that ines\management or other employees who have a satifiole in the registrant’s
internal control over financial reporting.

Date: March 6, 200
/s/ Mark E. Saas

Mark E. Saad
Chief Financial Office!



EXHIBIT 32.1

CERTIFICATIONS PURSUANT TO 18 U.S.C. SECTION 1350/SECURITIES EXCHANGE ACT RULE 13a-14(b), AS ADOPTED
PURSUANT TO SECTION 906 OF THE SARBANES — OXLEY ACT OF 2002

In connection with the Annual Report on Form 104ftCgtori Therapeutics, Inc. for the year ended Deloer 31, 2008 as filed with the
Securities and Exchange Commission on the dat@hezaristopher J. Calhoun, as Chief Executive €@ffiof Cytori Therapeutics, Inc., and
Mark E. Saad, as Chief Financial Officer of Cyfbhierapeutics, Inc., each hereby certifies, respelgti that:

1. The Form 1-K report of Cytori Therapeutics, Inc. that thistdf@ration accompanies fully complies with the r@gments of section 13(;
of the Securities Exchange Act of 19

2. The information contained in the Form-K report of Cytori Therapeutics, Inc. that thistdferation accompanies fairly presents, in
material respects, the financial condition and ltsesaf operations of Cytori Therapeutics, i

By: /s/ Christopher J. Calhot
Dated: March 6, 200 Christopher J. Calhot
Chief Executive Office

By: /s/ Mark E. Saa
Dated: March 6, 200 Mark E. Saac
Chief Financial Officel




