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

FORM 10-K

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

For the fiscal year ended December 31, 2012

OR
a 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 001-34375

CYTORI THERAPEUTICS , INC.

(Exact name of Registrant as Specified in Its Grart

DELAWARE 33-0827593
(State or Other Jurisdicticof Incorporation or Organizatiol (I.R.S. Employeldentification No.)
3020 CALLAN ROAD, SAN DIEGO, CALIFORNIA 92121
(Address of principal executive office (Zip Code)

Registrant’s telephone number, including area c(gf3) 458-0900

Securities registered pursuant to Section 12(bheRct:
Common stock, par value $0.001
Warrants, exercisable for common stock, par value 001

Securities registered pursuant to Section 12(ghefct:
None

Indicate by check mark if the registrant is a welbwn seasoned issuer as defined in Rule 405 dd¢leerities Act. YeEl  No

Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®ecl5(d) of the Exchange Act.
YesO No

Indicate by check mark whether the registranthés filed all reports required to be filed by Sewctl3 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requireiilésuch reports), and (2) has been subje
to such filing requirements for the past 90 days.
Yes® NoO

Indicate by check mark whether the registrant ldsmstted electronically and posted on its corpo¥aeb site, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T (8§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files).

Yes® NoO

Indicate by check mark if disclosure of delinquigletrs pursuant to Item 405 of Regulation S-K (8285 of this chapter) is not contained
herein, and will not be contained, to the beshefregistrant’s knowledge, in definitive proxy nfdrmation statements incorporated by
reference in Part Ill of this Form 10-K or any amderent to this Form 10-Kx]

Indicate by check mark whether the registrantlez@e accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See definitions of “large accelerateat fil‘accelerated filer” and “smaller reporting cpamy” in Rule 12b-2 of the Exchange Act
(Check one).
Large Accelerated FilerO Accelerated FileB] Non-Accelerated Fileld Smaller reporting company
O

(Do not check if a smaller reporting compa



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




The aggregate market value of the common stockeofegistrant held by non-affiliates of the registron June 29, 2012, the last business de
of the registrant’s most recently completed sedsuél quarter, was $144,555,416 based on thengasiles price of the registrant’s common
stock on June 29, 2012 as reported on the Nasdazp@Viarket, of $2.70 per share.

As of February 28, 2013, there were 67,173,050eshafr the registrant’'s common stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE
Portions of the registrant’s definitive proxy statnt to be filed with the Securities and Exchange@ission pursuant to Regulation 14A in
connection with the registrant’s 2013 Annual Megtiri Stockholders, within 120 days after the regist's fiscal year end of December 31,
2012, are incorporated by reference in Part iéini$ 10, 11, 12, 13 and 14 of this Form 10-K.
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PART |

ltem Business
1.

References t“Cytori,” “we,” “us” and “our” refer to Cytori Ther apeutics, Inc. and its consolidated subsidiariesfelRences to “Notes” refer
to the Notes to Consolidated Financial Statemeamtkided herein (refer to Item 8).

General

Cytori (NASDAQ: CYTX) is developing cell therapiéar the treatment of cardiovascular disease, banasother soft tissue injuries.
Cytori's cell therapy utilizes a patient’s own agie derived stem and regenerative cells, uniqugiynized and formulated for specific
therapeutic applications.

In the U.S., we are conducting a clinical trial®ftori cell therapy in patients who suffer fromewsre form of refractory (untreatable)
heart failure due to chronic myocardial ischemiddiionally, we are developing a treatment for thakburns combined with radiation injury
as part of a contract from the U.S. Department&dilth and Human Services’ Biomedical Advanced Reseand Development Authority
(BARDA).

To encourage further research into the potenti@ydbri's cell therapy platform, we sell our prodsidncluding a patented and proprietary
point-of-care device, consumables, and specialiegadents, to academic researchers and partnemsdattoeiworld. In parallel, we are seeking
to expand market access of our products in Eurépi@, and other emerging markets for a variety ofditions, including heart attacks, other
vascular applications, and soft tissue applications

Cardiovascular Disease

Cardiovascular disease is the most advanced theiaag@plication of Cytori’'s cell therapy in clirdtdevelopment with a focus on
refractory heart failure due to chronic myocaréahemia.

We are currently enrolling patients in the ATHEN#AaL ATHENA is a FDA approved, multi-center, ramdized, double blind, placebo
controlled, safety and feasibility trial utilizinthe Cytori cell therapy in refractory heart failyratients. The trial is expected to enroll up to 45
patients at six sites in the United States. Enrafitin the ATHENA trial is ongoing and we expectéport initial results from the study in
2014.

In 2012, we amended the ADVANCE trial, and enrolpadients across a small number of European teiatlers. 15 patients have been
enrolled in ADVANCE to date. In order to align cazurrent corporate priorities with our existing dapresources, we have reduced our plai
level of investment in ADVANCE for 2013, until sutime as additional resources are available. Thised goal for 2013 is to bring the total
ADVANCE enrollment to 25 patients, with an interamalysis to be performed after the first 72 patiemhis trial is designed to enroll up to a
total of 216 patients.

The Company has established clinical proof-of-cphéer the treatment of damaged heart muscle uSigtgri’s cell therapy based on the
outcomes from two European pilot studies. In th&EFSE trial, in patients with refractory heart a#, primary six-month outcomes and
longer-term 18-month data demonstrated safety asthisied improvement in cardiac functional capaagtyneasured by VEMax. In the

APOLLO trial, in patients suffering from acute hieatacks, 18-month data demonstrated safety astdised improvement in infarct size and
perfusion.

On February 25, 2013 we received CE Mark approv&rope for Intravase®, a reagent designed tasbd with Cytori's Celution®
System for preparing safe and optimized adiposeeltistem and regenerative cells (ADRCSs) for irdisoular delivery into the same patient.
Intravase® is a sterile, GMP-grade secondary rdaayhis currently being used in both our U.S. ATNE&trial in patients with refractory
heart failure due to chronic myocardial ischemid e European ADVANCE trial for acute heart attpekients. While this approval is for a
general use claim and not indicated for any spetifrapy, we expect that the approval would enpbyesicians to utilize Cytori's cell therapy
for a wide range of applications such as acutetlat@ack, refractory heart disease including cleenyocardial ischemia, peripheral vascular
disease, stroke, liver and kidney applications agmathers to the extent such applications may reqeéils to be delivered into the
bloodstream. In the future we intend to pursuei§igerascular disease therapeutic indications saaschefractory heart failure, no option chre
myocardial ischemia, and acute heart attack, anotimegy indications.
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Thermal Burns Combined with Radiation I njury

Cytori is developing the Cytori cell therapy foetinal burns combined with radiation injury as pdrtontract with the Biomedical
Advanced Research and Development Authority (BAR®A3egment of the U.S. Department of Health & HuiBarvices. Cytori was
awarded the contract with BARDA in September 201th #he aim to develop a new countermeasure famabined injury involving thermal
burn and radiation exposure which would be usefilbiving a mass-casualty event.

The cost-plus-fixedee contract is valued at up to $106 million, watlyuaranteed base period of approximately $4.7omiWhich include
preclinical research and the acceleration of C\gangoing development of the Celution® cell praieg System (the Celution® System).
Upon satisfactory proof of concept, BARDA may elecexercise up to three contract options whict extend the contract term to up to five
years if all options are exercised. The optionseco(i) research and development, regulatory, @dihiand other tasks required for completic
a pilot clinical trial of the Celution® System;)(iiesearch and development, regulatory, and climictivities necessary to achieve regulatory
clearances to optimize a treatment for combinaghyninvolving thermal burn and radiation exposune &ii) a pivotal clinical trial for FDA
approval of the use of the Celution® System forrthed burn injury. The total award is intended tpgort all clinical, preclinical, regulatory,
and technology development activities needed topteta the FDA approval process for use in thermahbnjury under a device-based PMA
regulatory pathway.

Sales & Marketing

Japan

A significant contributor to Cytori’s product reves historically and throughout 2012 has been sal@apan. In September 2012, we
obtained a full commercial operational licenseGgtori Therapeutics, K.K. (our wholly owned subsidgi in Japan) and a Class | Medical
Device Clearance for our Celution® and Puregrafti®dul technologies in Japan. These achievemenggeeted to facilitate our sales growth
in Japan on a forward looking basis. We have a¢saypartnered with several key distributors inalapwvhich we expect to expand our reach
and penetration into this critical medical market.

In addition to the new clearances and distribugiartnerships in Japan, we expect to continue te babstantial demand from researchers
at academic hospitals seeking to perform invesirgiaitiated and funded studies using Cytori's ¢k#rapy. These studies continue to drive
strategic value for Cytori through the investigataationships that are built, clinical data tteatompiled and the global visibility generated.
Our academic research customers are investigatimgaal array of applications including stress ugrriacontinence, wound healing, fistula
repair, burn, facial wasting, liver insufficienagdiation injury, bone regeneration, kidney diseap@al disc injury, periodontal disease, vocal
cord paralysis and peripheral vascular diseasde@nlely, they contribute to maintaining Cytorpssition as one of the world’s leaders in cell
therapy.

Other Sales

Cytori offers its Celution® System in Europe for ltiple indications. In Europe, the Celution® 800s8m has CE Mark approval for
certain soft tissue procedures, such as breaststoation, tissue ischemia, deficiency or injufyskin, fat, muscle and fascia, and soft tissue
wounds or fistulae associated with trauma, diabétebemia or radiation injury. With the additiohtbe new Intravase®, a reagent approval,
customers may now use the Cytori's Celution® Sydi@npreparing safe and optimized adipose derieggmnerative cells (“ADRC”) for
intravascular delivery into the same patient. OQuropean customers include hospitals and cliniagedlsas researchers performing investigato
initiated and funded studies.

We currently sell our StemSource® Cell & Tissue Bag line to hospitals, plastic surgery clinicsstie banks, and stem cell banking
companies worldwide. The line encompasses threduptaonfigurations that are available on a redlgrspecific basis: ADRC banking,
ADRC and adipose tissue banking, or tissue bankioge. We market StemSource® Banks worldwide thiaugombination of distributors
and direct sales. We remain responsible for matwfiag and sourcing all necessary equipment, inolpéut not limited to cryopreservation
chambers, cooling and thawing devices, cell bankigocols and the proprietary software and dawbasplication.

Cytori is also commercializing products to meetdieenand for best-in-class autologous fat graftmthe U.S. and EU. Our Puregraft®
System is designed to streamline the fat graftamagjpn process by selectively washing and filgttime tissue to remove contaminants in a
closed, sterile field. Additionally, we offer a ganof ancillary products designed to optimize tiskarvest and graft delivery.
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Refer to Note 2 for a discussion of geographicakemtration of sales.
Manufacturing and Raw Materials

With the exception of some of our Puregraft® Syspgoducts and ancillary supplies, our productscareently manufactured at the
Company'’s headquarters in San Diego, CA. Our islemanufacturing capabilities are expected to enablto meet anticipated demand in
2013. The manufacture of our products is, and theufacture of any future therapeutic products wdagldsubject to periodic inspection by
regulatory authorities and distribution partnerse Thanufacture of devices and products for humarnisusubject to regulation and inspection
from time to time by the FDA for compliance wittetkDA’s Quality System Regulation, or QSR, requieats, as well as equivalent
requirements and inspections by state and nonsggslatory authorities.

Most of the raw materials required to manufacthiee@elution® System and Puregraft® System famdfgsroducts are commonly
available from multiple sources, and we have idieatiand executed supply agreements with our mederendors. Some specialty compon
are custom made for us, and we are dependent @bifity of these suppliers to deliver functionipgrts or materials in a timely manner to
meet the ongoing demand for our products. Therébeam assurance that we will be able to obtaimaake quantities of the necessary raw
materials supplies within a reasonable time ooatmercially reasonable prices. Interruptions inpdigg due to price, timing, or availability or
other issues with our suppliers could have a negatipact on our ability to manufacture products.

Competition

The field of regenerative medicine is expandingdigpin large part through the development of dxked therapies and/or devices
designed to isolate cells from human tissues. Adi#id grows, we face, and will continue to faicereased competition from pharmaceutical,
biopharmaceutical, medical device and biotechnolagypanies, as well as academic and researctuiittis and governmental agencies in
United States and abroad. Most regenerative medefiiorts involve sourcing adult stem and regemazatells from tissues such as bone
marrow, placental tissue, umbilical cord and pegiphblood, and skeletal muscle. However, a growimgnber of companies are using adipose
tissue as a cell source. We exclusively use adipssge as a source of adult stem and regeneiclise

With the growing number of companies working in tedl therapy field, we are forced to compete axs®veral areas, including equity
and capital, clinical trial sites, enroliment oftigats in clinical trials, corporate partnershigsd commercial market share. Some of our
competitors and potential competitors have subsi§ngreater financial, technological, researcd development, marketing, and personnel
resources than we do. We cannot with any accu@egést when or if these companies are likely togoeell therapies to market for
indications such as refractory heart failure, acoy®cardial infarction, and thermal burns whichave also pursuing.

Companies researching and developing cell-basedpiss for our lead indications include, among mthfeastrom Biosciences,
Arteriocyte, Athersys, Baxter, Capricor, Cardio3t@nedix, Juventas, Medistem, Mesoblast, NeoStemdiyte), Osiris, Shire, Tissue
Genesis and Tigenix NV. These companies are imuarstages of clinical development in the U.S. Babpe, investigating their respective
cell therapies for acute myocardial infarction (tiedtack), chronic myocardial ischemia or othanfe of coronary artery disease, as well as
certain vascular conditions. In addition, we aresnof several surgeons who are performing autoledat transfers using manual methods,
some of whom enrich the fat with autologous adipaegved cells.

We expect to compete based on, among other thimg®fficacy of our products, our intellectual pedy, and our continued ability to
attract and retain skilled and experienced scientfinical development and executive personnat tan bring adipose derived stem and
regenerative based cell therapies to market.

Research and Development
Research and development expenses were $13,6281m904,000 and $9,687,000 for the years endedrbieer 31, 2012, 2011 and

2010, respectively. These expenses have suppbedzhsic research, product development and cliatavities necessary to bring our
products to market.




Table of Content
Our research and development efforts in 2012 fatpsedominantly on the following areas:

Support 2012 approval from the FDA and initiatedoiment in the ATHENA trial;

« Support for regulatory application for CE Mark tbe Intravase® reagent for vascular delivery;

« Support for ongoing work towards BARDA base corttragestones;

« Support clinical and regulatory submissions neagdsaupdate the ADVANCE trial and resume patiemtodment;

« Continued patient follow-up from the APOLLO heattbak and PRECISE no-option chronic myocardial ésola trials;

« Prepared and submitted multiple regulatory filingghe United States, Europe, and Japan relatedrtous cell and tissue processing
systems under developme

« Continued to develop product line extensions farRuregraft® family of products for autologous ti@nsfer;
« Developed new configurations of our Celution® patf to address the Japan Class | market;

« Conducted, presented, and published researchefidated to ADRC characterization and potencytthér establish scientific leadership
in the field; anc

« Continued to optimize and develop the Celui®ystem family of products and next-generation desjisingle-use consumables and
related instrumentatiol

Customers

In Japan, we are establishing a network of distaitsuto leverage our new clearances in that cour@yr current customers in Japan
consist primarily of researchers at academic halspénd clinics. We also have a network of distabs who offer our Celution® Systems,
instrumentation and consumables and Puregraft@8ygi surgeons and hospitals throughout EuropeseTtistributors purchase the products
from Cytori at a contractually agreed-upon trangfiéce. We also market our Celution® System diseatlailable to customers in select
countries within Europe. In addition, we offer tBEemSource® 900/MB as research laboratory equiporesd part of the StemSource® Cell
Bank (a comprehensive suite of products to allogpitals or tissue banks to cryopreserve adiposeatestem and regenerative cells) directly
to customers. In Asia, Australia and India, we thed Celution® System directly to customers, mahwhom are academic hospitals, who are
sponsoring and funding their own independent, itigator-led clinical studies using the product.régraft® and the StemSource® adipose-
only tissue banks are sold directly to customethénUnited States.

Intellectual Property

Our success depends in large part on our abilipratect our proprietary technology, including elution® System product platform,
and to operate without infringing on the proprigtaghts of third parties. We rely on a combinatafrpatent, trade secret, copyright and
trademark laws, as well as confidentiality agreetsditensing agreements and other agreementstablish and protect our proprietary rights
Our success also depends, in part, on our abdligvbid infringing patents issued to others. Ifwere judicially determined to be infringing on
any third party patent, we could be required to gayages, alter our products or processes, olitaimsks or cease certain activities.

To protect our proprietary medical technologies|uding the Celution® System platform and otheestfic discoveries, Cytori has 57
issued patents worldwide. We have 17 issued UiBngaand 40 issued international patents. Of thisdued U.S. patents, 2 were issued in
2011 and 5 were issued in 2012. Of the 40 issuednational patents, 11 were issued in 2011 and 2012. In addition, we have over 75
patent applications pending worldwide related toteahnology. We are seeking additional patentmethods and systems for processing
adipose-derived stem and regenerative cells, ongbef adipose-derived stem and regenerativefoels variety of therapeutic indications,
including their mechanisms of actions, on composgiof matter that include adipose-derived stemragdnerative cells, and on other
scientific discoveries. We are also the exclusiverldwide licensee of the Regents of the UniversitZalifornia’s rights to a portfolio related
to isolated adipose derived stem cells.

We cannot assure that any of our pending patenicatipns will be issued, that we will develop atitathal proprietary products that are
patentable, that any patents issued to us willigemus with competitive advantages or will not baltenged by any third parties or that the
patents of others will not prevent the commercailan of products incorporating our technology.tRarmore, we cannot assure that others
not independently develop similar products, dupdicny 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 témiave are actively using.
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There is a risk that any patent applications thafile and any patents that we hold or later obtainld be challenged by third parties and
declared invalid or infringing of third party clagmA patent interference proceeding may be insttutith the U.S. Patent and Trademark
Office (the “USPTO")when more than one person files a patent applicativering the same technology, or if someone wishehallenge tt
validity of an issued patent. At the completiorttod interference proceeding, the USPTO will detaemihich competing applicant is entitled
to the patent, or whether an issued patent is vahtent interference proceedings are complexihigintested legal proceedings, and the
USPTO'’s decision is subject to appeal. This mehasit an interference proceeding arises with resfmeany of our patent applications, we
may experience significant expenses and delaytaimhg a patent, and if the outcome of the proteges unfavorable to us, the patent could
be issued to a competitor rather than to us. litiaddo interference proceedings, the USPTO camamine issued patents at the request of a
third party seeking to have the patent invalidafdtpatents are subject to requests for reexarundiy third parties. This means that patents
owned or licensed by us may be subject to reexaimimand may be lost, or some or all claims mayi@gamendment or cancellation, if the
outcome of the reexamination is unfavorable tdRagent reexamination proceedings are long and eagbceedings and could result in a
reduction or loss of patent rights.

Patent law outside the United States is uncertaihimmany countries is currently undergoing revawd revisions. The laws of some
countries may not protect our proprietary rightshi® same extent as the laws of the United Statesd parties may attempt to oppose the
issuance of patents to us in foreign countriemiijating opposition proceedings. One of our grdriEeiropean Patents is under opposition. We
do not yet know what effects, if any, the oppositwill have on this granted patent. Oppositionceedings against any of our patent filings in
a foreign country could have an adverse effectuwrrcorresponding 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’ peasethat have been issued in countries other
than the United States. This could result in sutigtbcosts, divert our efforts and attention frother aspects of our business, and could have
material adverse effect on our results of operatamd financial condition. We currently have pegddatent applications and issued patents in
Europe, Brazil, Mexico, India, Russia, Australiapdn, Canada, China, Korea, and Singapore, ambegsot

In addition to patent protection, we rely on unpétd trade secrets and proprietary technologiga¢rise. We cannot assure you that
others will not independently develop or othervasguire substantially equivalent techniques, sonwedeain access to our trade secrets and
proprietary technological expertise or disclosehsinade 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 amgtiptary technological expertise. We cannot asgatethat these agreements will not be
breached, that we will have adequate remediestpbeeach or that our unpatented trade secretpramdietary technological expertise will |
otherwise become known or be independently disaavby competitors.

Government Regulation

As medical devices that yield cells with therapepttential, our products must receive regulatéepmances or approvals from the
European Union, the FDA and, from other applicajdeernments prior to their sale. Our current aridriuCelution® Systems are or will be
subject to stringent government regulation in tmitédl States by the FDA under the Federal Foodgnd Cosmetic Act. The FDA regulates
the design/development process, clinical testirgpufacture, safety, labeling, sale, distributiorg aromotion of medical devices and drugs.
Included among these regulations are pre-markatahee and pre-market approval requirements, desiginol requirements, and the Quality
System Regulations/Good Manufacturing PracticeBeOdtatutory and regulatory requirements govermray other things, registration and
inspection, medical device listing, prohibitionsaatst misbranding and adulteration, labeling anst{pearket reporting.

The Celution® System family of products must alemply with the government regulations of each imdlial country in which the
products are to be distributed and sold. Thesda#gas vary in complexity and can be as stringantl on occasion even more stringent, than
FDA regulations in the United States. Internatiagmlernment regulations vary from country to coyiatnd region to region. For example,
regulations in some parts of the world only reqpireduct registration while other regions/countrieguire a complex product approval
process. Due to the fact that there are new andgemgecell therapy and cell banking regulationg tieve recently been drafted and/or
implemented in various countries around the wdHd,application and subsequent implementationefe¢mew and emerging regulations have
little to no precedence. Therefore, the level ahptexity and stringency is not always preciselyenstbod today for each country, creating
greater uncertainty for the international regubkatmmocess. Furthermore, government regulationshange with little to no notice and may
result in up-regulation of our product(s), theretngating a greater regulatory burden for our peitessing and cell banking technology
products.
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Worldwide, the regulatory process can be lengtkgeasive, and uncertain with no guarantee of aggr@efore any new medical device
may be introduced to the U.S. market, the manufactyenerally must obtain FDA clearance or appréivalugh either the 510(k) pre-market
notification process or the lengthier pre-markgirapal application (PMA) process, which requirdgichl trials to generate clinical data
supportive of safety and efficacy. Approval of a RRbuld take four or more years from the time thecpss is initiated. Our core Celution®
System processing device products under developanergenerally subject to the lengthier PMA prodessnany specific applications. Failt
to comply with applicable requirements can resulipplication integrity proceedings, fines, recaliseizures of products, injunctions, civil
penalties, total or partial suspensions of productivithdrawals of existing product approvals @achnces, refusals to approve or clear new
applications or notifications, and criminal prosgéa.

Specifically, regulation of the Celution® SystenEarope and the U.S. for use in cardiovascularadis@equires that we conduct clinical
trials to collect safety and efficacy data to suppearketing approvals. We have completed a ptladysin Europe for acute myocardial
infarction and have since commenced a larger studpded to seek approval. We completed a pilatystar chronic myocardial ischemia in
Europe and based on the data are seeking a liegijeval in Europe. In the U.S., we are currentifobing our ATHENA trial for refractory
heart failure under the device regulations viaRMA pathway. The ATHENA trial will enroll up to 4@atients at six U.S. trial sites.

Summary of Celution ® System Family Regulatory Status

Region Clinical Applications |Regu|atory Status
Japan Cell Banking Approved
Celution® Centrifuge, Celbrush, Puregraft Bag agléc Class | Notification
components.
Celution® 800 and Celution One: Cell Processing réo CE Mark

implantation or re-infusion into same patient (Gahe
Processing)

Celution® 800 and Celution One: Breast reconstomcthealing| CE Mark
of Crohn’s wounds and other cosmetic procedures

Celution® 800: Cryptoglandular fistula, tissue isofia and CE Mark
Europe |other soft tissue procedures

Intravase® for use with Celution® 800 CE Mark (obtained February 2013)
Acute Heart Attack In clinical trial
Multiple specific surgical claims CE Mark
Cell Concentration CE Mark
Celution® One cosmetic and reconstructive surg&yns CE Mark
uU.S. Refractory Heart Failure ATHENA trial underway

Our Puregraft® family of products and the Celbrusiv® cleared in the U.S. and CE Mark approved gl In 2012 we obtained
Puregraft® approvals in Australia, Singapore, Taivwad Korea and continue to seek approval in atbentries around the world. These
product lines are complementary to our core Cat®iand cell therapy business, which has receivelitiadal market approval for Russia and
we continue to seek approval in other countriesadahe world.

Medical devices are also subject to post-markedntam requirements for deaths or serious injuwkgen the device may have caused or
contributed to the death or serious injury, andcftain 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 steps
prevent or limit further marketing of the produ&dditionally, the FDA actively enforces regulatioprohibiting marketing and promotion of
devices for indications or uses that have not lndesared or approved by the FDA. In addition, madifions or enhancements of products that
could affect the safety or effectiveness or eftentajor change in the intended use of a devicenthateither cleared through the 510(k) pro
or approved through the PMA process may requirhéur=DA review through new 510(k) or PMA submissio
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We must comply with extensive regulations from fgngjurisdictions regarding safety, manufacturimggesses and quality. These
regulations, including the requirements for margthuthorization and may differ from the FDA redaigt scheme in the United States.

Employees

As of December 31, 2012, we had 127 employeesjdimad) part-time and full-time employees. These aypés are comprised of 17
employees in manufacturing, 44 employees in rebemnd development, 28 employees in sales and niraglkatd 38 employees in
management, finance and administration. From torteme, we also employ independent contractosufiport our operations. Our employ
are not represented by any collective bargainingergents and we have never experienced an orgamaidstoppage.

Corporate Information and Web Site Access to SEC Hihgs

We were initially formed as a California generattparship in July 1996, and incorporated in theeStd Delaware in May 1997. We were
formerly known as MacroPore Biosurgery, Inc., aptbbe that as MacroPore, Inc. Our corporate offareslocated at 3020 Callan Road, San
Diego, CA 92121. Our telephone number is (858)@880. We maintain an Internet website at www.dytom. Through this site, we make
available free of charge our annual reports on FB0RK, quarterly reports on Form 10-Q, current iépon Form 8-K, and amendments to
those reports filed or furnished pursuant to Sectid(a) of the Securities Exchange Act of 1934omsss reasonably practicable after we
electronically file such material with, or furnigtto, the U.S. Securities and Exchange Commisgs&tC). In addition, we publish on our
website all reports filed under Section 16(a) & Securities Exchange Act by our directors, oficand 10% stockholders. These materials ar
accessible via the Investor Relations section ofambsite within the “SEC Filings” link. Some ofgtlinformation is stored directly on our
website, while other information can be accessesbgcting the provided link to the section on$feC website, which contains filings for our
company and its insiders.

ltem Risk Facto rs
1A.

This report contains “forward-looking statementsitiain the meaning of United States (U.S.) fedeealsities laws. All statements, other than
statements of historical fact, that address agésitevents or developments that we intend, expegéct, believe or anticipate and similar
expressions or future conditional verbs such a§ slilould, would, could or may occur in the futare forward-looking statements. We
undertake no obligation to update any forward-lomkstatements. Readers are cautioned that ford@olling statements are not guarantee
future performance and our actual results may diffiaterially from those anticipated, projected @samed in the forwa-looking statements.
You should consider carefully the following risktfas together with all of the other informatiorcinded in this annual report on Form 10-

K. Factors that could adversely affect our busmeperating results, and financial condition, aalivas adversely affect the value of
investment in our common stock, include the faligpas well as those discussed below in “Managédiméiscussion and Analysis of
Financial Condition and Results of Operati” and elsewhere throughout this annual report orriRdl0-K:

We are subject to the following significant riskspong others:

We will likely need to raise more cash in the featur

We have almost always had negative cash flows fsparations. Our business will continue to resul Bubstantial requirement for
research and development expenses for several geairsg which we may not be able to bring in stiéfint cash and/or revenues to offset thes
expenses. During 2012, we expanded our commerai@liz activities while simultaneously pursuing dale financing sources to support
operations and growth. We have had, and we willyilcontinue to have, an ongoing need to raisetiaddi cash from outside sources to
continue funding our operations to profitability o not currently believe that our cash balanckthe revenues from our operations will be
sufficient to fund the development and marketirfgre$ required to reach profitability without raigi additional capital from accessible source
of financing in the future.

In addition, our Amended and Restated Loan andr8gagreement with General Electric Capital Corgibon, Silicon Valley Bank and
Oxford Finance Corporation requires us to maintariain minimum cash requirements, including astifaree months of cash on hand, to
avoid an event of default thereunder, and if osha@serves fall below those minimum requiremehts; we could be in default under the I
agreement and subject to potential adverse rembglittee lenders, which would have a substantialraatérial adverse effect on our business,
financial condition, results of operations, thewsabf our common stock and warrants and our altditaise capital. We believe we have
enough cash to fund operations into the third g@uart 2013, which includes minimum liquidity reqemnents of the Amended and Restated
Loan and Security Agreement, which requires thatna&e principal payments of $825,000 per month@leith accrued interest throughout
2013 and maintain at least three months of cadtead to avoid an event of default under the loaremgent. In order to continue operations
through the next twelve months, we are pursuingtaal cash through strategic corporate partneranid future sales of equity, and the
restructure of our short-term debt obligationsadidlition to our gross profits. While we have arablished history of raising capital through
these platforms, and we are currently involveddgatiations with multiple parties, there is no gueee that adequate funds will be available
when needed from additional debt or equity finagcitevelopment and commercialization partnershiysrefinancing of our short-term debts,
increased results of operations, or from othereasjror on terms acceptable to us. Our inabilitytti@min sufficient additional funds in the
future would, at a minimum, require us to delawglsdack, or eliminate some or all of our researcproduct development, manufacturing
operations, administrative operations, including @mployee base, and clinical or regulatory adésitwhich could have a substantial negative
effect on our results of operations and financaddition.
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Continued turmoil in the economy could harm ouribess

Negative trends in the general economy, includiagds resulting from an actual or perceived reoessightening credit markets,
increased cost of commaodities, including oil, attrahreatened military action by the United Ssaa@d threats of terrorist attacks in the Ur
States and abroad, could cause a reduction oftmees in and available funding for companies irtaiarindustries, including ours and our
customers. Our ability to raise capital has beehraay in the future be adversely affected by dowrgin current credit conditions, financial
markets and the global economy.

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

We have incurred net operating losses in eachsirae we started business. As our focus on thetiel® System platform and
development of therapeutic applications for itdudat output has increased, losses have resultethply from expenses associated with
research and development activities and generahdmihistrative expenses. While we work continuptslimplement cost reduction
measures where possible, we nonetheless expeattiowe operating in a loss position on a constéid&®asis and that recurring operating
expenses will be at high levels for the next sdwerars, in order to perform clinical trials, adolital preelinical research, product developm
and marketing. As a result of our historic losses have been, and are likely to continue to bé&mebn raising outside capital to fund our
operations.

Our business strategy is higisk

We are focusing our resources and efforts primanilydevelopment of the CelutiérSystem family of products and the therapeutic
applications of its cellular output, which requiesgensive cash needs for research, developmeahtanmercialization activities. This is a
high-risk strategy because there is no assurat®tin future products will ever become commergiaihible (commercial risk), that we will
prevent other companies from depriving us of masketre and profit margins by selling products basedur inventions and developments
(legal risk), that we will successfully manage anpany in a new area of business (regenerative nedliand on a different scale than we have
operated in the past (operational risk), that wiehei able to achieve the desired therapeutic tesising stem and regenerative cells (scientific
risk), or that our cash resources will be adeqtmtievelop our products until we become profitalileyer (financial risk). We are using our
cash in one of the riskiest industries in the ecopstrategic risk). This may make our stock aruitable investment for many investors.

The development and manufacture of future generd@elution® System devices is important to us

We have given the Olympus-Cytori, Inc. Joint Vertan exclusive license to manufacture future geioer&elution® System devices. If
Olympus-Cytori, Inc. does not successfully devedag manufacture these devices, we may experiesogptions and/or delays of our
commercialization of these devices into the markat significant disruption of our commercializatiof Celution® System devices could
affect our operations and commercialization eff¢etmical, regulatory and/or commercial sales)] & harmful to our business.

Olympus-Cytori, Inc. is 50% owned by us and 50#med by Olympus. By contract, each side must cdrisefore any of a wide variety
of important business actions can occur. This 8dngossesses a risk of potentially time-consunaing difficult negotiations which could at
some point delay the joint venture from pursuisgoitisiness strategies.

In 2011 Olympus experienced serious internal issiigsh have led to a significant change in the ngangent structure at Olympus. In
2012 these changes have continued to develop aital restructuring of the Olympus board of dioes, its management team, and aspects
its operations. In light of these events, we haaenbengaged in ongoing discussions with Olympuagingl to the future of the joint venture
relationship for some time and it now appears thege discussions may result in a mutual agreetngetminate the Olympus-Cytori, Inc.
Joint Venture. Both parties are committed to emsliat any termination of the Joint Venture woutdwr as seamlessly as possible, and in a
mutually beneficial manner. We do not have angoeao believe at this time that a mutually agreedhination of the Joint Venture as
contemplated would have any significant negatifeat$ on our business or operations. Notwithstamttie above, if our relationship with
Olympus were to change in a manner that signiflgatisrupts our operations and commercializatidorg$ (clinical, regulatory and/or
commercial sales), then our business would likelyrarmed.
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We have a limited operating history; operating lssand stock price can be volatile like many §fgence companies

Our prospects must be evaluated in light of thesrand difficulties frequently encountered by enmeggompanies and particularly by si
companies in rapidly evolving and technologicalivanced biotech and medical device fields. Frone timtime, we have tried to update our
investors’ expectations as to our operating reswltperiodically announcing financial guidance. Hwer, we have in the past been forced to
revise or withdraw such guidance due to lack obility and predictability of product demand. Ouosk price has a history of significant
volatility, which may harm our ability to raise atidnal capital and may cause an investment in €ytobe unsuitable for some investors.

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

We compete with many domestic and foreign companiégveloping our technology and products, inalgdbiotechnology, medical
device, and pharmaceutical companies. Many cuametifpotential competitors have substantially grefatancial, technological, research and
development, marketing, and personnel resourceseTilh no assurance that our competitors will noteed in developing alternative products
that are more effective, easier to use, or mora@wnical than those which we have developed orratled process of developing, or that woulc
render our products obsolete and non-competitivgeheral, we may not be able to prevent others fieveloping and marketing competitive
products similar to ours or which perform similané€tions.

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

We compete against cell-based therapies deriven &lternate sources, such as bone marrow, umbdaral blood and potentially
embryos. Doctors historically are slow to adopt ieghnologies like ours, regardless of the perckmerits, when older technologies continue
to be supported by established providers. Overcgrmirch inertia often requires very significant nedirkg expenditures or definitive product
performance and/or pricing superiority.

We expect physicians’ inertia and skepticism to &le a significant barrier as we attempt to gainketgpenetration with our future
products. We believe we will continue to need tmafice lengthy time-consuming clinical studies twvjite evidence of the medical benefit of
our products and resulting therapies in order ®roeme this inertia and skepticism particularlygnonstructive surgery, cell preservation, the
cardiovascular area and many other indications.

Many potential applications of our technology are@ommercialization, which subjects us to developnaeat marketing risks

We are in a relatively early stage of the pathammercialization with many of our products. We et that our long-term viability and
growth will depend in large part on our abilitydevelop commercial quality cell processing deviaed useful procedurgpecific consumable
and to establish the safety and efficacy of ourapies through clinical trials and studies. With @glution® System platform, we are pursuing
new approaches for reconstructive surgery, pretervaf stem and regenerative cells for potentitiiife use, therapies for cardiovascular
disease, soft tissue defects, burns and other tommsli There is no assurance that our developnregrams will be successfully completed or
that required regulatory clearances or approvalseiobtained on a timely basis, if at all.

There is no proven path for commercializing theuBeh® System platform in a way to earn a durable prafinmensurate with the
medical benefit. Although we began to commerciadimereconstructive surgery products in Europe@arthin Asian markets, and our cell
banking products in Japan, Europe, and certainmAsiarkets in 2008, additional market opportunit@smany of our products and/or services
may not materialize for a number of years.

Successful development and market acceptance gfroducts is subject to developmental risks, inclgdailure of inventive imaginatiol
ineffectiveness, lack of safety, unreliability,léae to receive necessary regulatory clearancappmovals, high commercial cost, preclusion or
obsolescence resulting from third parties’ propetrights or superior or equivalent products, cetitjpn from copycat products, and general
economic conditions affecting purchasing pattefingre is no assurance that we or our partnersudgitessfully develop and commercialize
our products, or that our competitors will not depecompeting technologies that are less expermigeiperior. Failure to successfully develoy
and market our products would have a substantgatige effect on our results of operations andrfaia condition.
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Market acceptance of new technology such as ourbealifficult to obtain

New and emerging cell therapy and cell bankingriethgies, such as those provided by the CeltiBgstem family of products, may
have difficulty or encounter significant delaysoibtaining market acceptance in some or all coumtiieund the world due to the novelty of
cell therapy and cell banking technologies. Thamfthe market adoption of our cell therapy andlahking technologies may be slow and
lengthy with no assurances that significant maakietption will be successful. The lack of marketdm or reduced or minimal market
adoption of our cell therapy and cell banking testbgies may have a significant impact on our apttit successfully sell our product(s) into a
country or region.

Future clinical trial results may differ significiynfrom our expectations

While we have proceeded incrementally with ourichhtrials in an effort to gauge the risks of preding with larger and more expensive
trials, we cannot guarantee that we will not exgreze negative results larger and much more experbnical trials than we have conductec
date, such as our ADVANCE acute heart attackimi@urope, and the ATHENA feasibility trial in refitory heart failure. Poor results in our
clinical trials could result in substantial delaggommercialization, substantial negative efferighe perception of our products, and
substantial additional costs. These risks are aseré by our reliance on third parties in the pentorce of many of the clinical trial functions,
including the clinical investigators, hospitalsgdasther third party service providers.

Manufacturing issues could substantially increagecosts and limit supply of our products

Although we have significant experience in manuféng the Celutior® System platform and its consumables at a commédesial, and
although Olympus is a highly capable and experie@meanufacturer of medical devices, there can bguasantee that we or the Olympus-
Cytori Joint Venture will be able to successfulgvelop and manufacture future generation CeliiSgstems in a manner that is ceffective
or commercially viable, or that development and afacturing capabilities might not take much lontiem currently anticipated to be ready
for the market.

Although we have been manufacturing the Celufi®0 System and the StemSouf@00-based Cell Bank since 2008, we cannot assul
that we will be able to manufacture sufficient nwarsof such products to meet the demand, or thatillvbe able to overcome unforeseen
manufacturing difficulties for these sophisticataddical devices.

In the event that the Olympus-Cytori Joint Ventisreerminated, Cytori may not have the resourcesbdity to self-manufacture sufficient
numbers of devices and consumables to meet maekedrad, and this failure may substantially extermdtitine it would take for us to bring a
more advanced commercial device to market.

We may not be able to protect our proprietary sght

Our success depends in part on whether we canaimamir existing patents, obtain additional patemt@intain trade secret protection, :
operate without infringing on the proprietary rigluf third parties.

There can be no assurance that any of our penditegipapplications will be approved or that we wélvelop additional proprietary
products that are patentable. There is also naassel that any patents issued to us will not bedbmmesubject of a rexamination, will provid
us with competitive advantages, will not be chajketh by any third parties, or that the patents bét will not prevent the commercializatior
products incorporating our technology. Furthermttere can be no guarantee that others will napeddently develop similar products,
duplicate any of our products, or design aroundpatents.

Our commercial success will also depend, in parpur ability to avoid infringing on patents issusdothers. If we were judicially
determined to be infringing on any third-party péteve could be required to pay damages, altepmaucts or processes, obtain licenses, or
cease certain activities. If we are required infthare to obtain any licenses from third partiesgome of our products, there can be no
guarantee that we would be able to do so on comatigrtavorable terms, if at all. U.S. patent applions are not immediately made public
we might be surprised by the grant to someoneddlagatent on a technology we are actively using.
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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 preparefidagatent applications in the United States,may have to participate in interference
proceedings declared by the U.S. Patent and Tradte@ffice or a foreign patent office to determimopity of invention, which could result in
substantial costs to and diversion of effort, eif¢he eventual outcome is favorable to us. Anytslitigation or interference proceeding,
regardless of outcome, could be expensive and ¢ionsuming.

Successful challenges to our patents through ofipasj reexamination proceedings or interferencegedings could result in a loss of
patent rights in the relevant jurisdiction. If weainsuccessful in actions we bring against thentatof other parties and it is determined that
we infringe the patents of third-parties, we maysbbject to litigation, or otherwise prevented froammercializing potential products in the
relevant jurisdiction, or may be required to obti@@enses to those patents or develop or obtagmredtive technologies, any of which could
harm our business. Furthermore, if such challetgesir patent rights are not resolved in our fawar,could be delayed or prevented from
entering into new collaborations or from commeiiziaf certain products, which could adversely affaar business and results of operations.

On September 16, 2011, President Obama signethintmajor patent law reform known as the Leahy-8ritnerica Invents Act (AIA).
Among other things the AIA implements a first int@rnto file standard for patent approval, chandpesi¢gal standards for patentability under
section 102 of the statute, and creates a post grailew system. As a result of the added uncastaihinterpretation of the AlA and the
uncertainty of patent law in general, we cannotijgtewith certainty how much protection, if any,IMde given to our patents if we attempt to
enforce them and they are challenged in court. @ésto the patent law under the AIA also may previblird parties to assert claims against
us or result in our intellectual property beingroared in scope or declared to be invalid or unesdéfable.

Competitors or third parties may infringe our paseiVe may be required to file patent infringemelaims, which can be expensive and
time-consuming. In addition, in an infringementgeeding, a court may decide that a patent of aunst valid or is unenforceable, or that the
third party’s technology does not in fact infringgon our patents. An adverse determination of aiggtion or defense proceedings could put
one or more of our patents at risk of being inwatkd or interpreted narrowly and could put ourteslgpending patent applications at risk of no
issuing. Litigation may fail and, even if successfay result in substantial costs and be a distna¢o our management. We may not be ak
prevent misappropriation of our proprietary righgarticularly in countries outside the U.S. wheagept rights may be more difficult to enfor
Furthermore, because of the substantial amounisobdery required in connection with intellectuabperty litigation, there is a risk that some
of our confidential or sensitive information coldd compromised by disclosure in the event of litaya In addition, during the course of
litigation there could be public announcementsefitesults of hearings, motions or other interiocpedings or developments. If securities
analysts or investors perceive these results teebative, it could have a substantial adverse edfiethe price of our common stock.

In addition to patents, which alone may not be &blerotect the fundamentals of our business, we @dly on unpatented trade secrets an
proprietary technological expertise. Some of otgrided future cell-related therapeutic products fitagto this category. We rely, in part, on
confidentiality agreements with our partners, emeés, advisors, vendors, and consultants to protedrade secrets and proprietary
technological expertise. There can be no guarahtdg¢hese agreements will not be breached, omtbatill have adequate remedies for any
breach, or that our unpatented trade secrets aqmdigtary technological expertise will not otheravlsecome known or be independently
discovered by competitors.

Failure to obtain or maintain patent protectionpmtect trade secrets, for any reason (or thimygdaims 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 ctiadi

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

Intellectual property law outside the United Stasesncertain and in many countries is currentlgengoing review and revisions. The [z
of some countries do not protect our patent andrattiellectual property rights to the same exsentnited States laws. This is particularly
relevant to us as most of our current commerciadipet sales and clinical trials are outside oflinéted States. Third parties may attempt to
oppose the issuance of patents to us in foreigntdes by initiating opposition proceedings. Oppiosi proceedings against any of our patent
filings in a foreign country could have an advezffiect on our corresponding patents that are issu@eénding in the United States. It may be
necessary or useful for us to participate in prdoegs to determine the validity of our patents or competitors’ patents that have been issuec
in countries other than the U.S. This could resustubstantial costs, divert our efforts and attenfrom other aspects of our business, and
could have a material adverse effect on our restiligperations and financial condition. We currgtithve pending patent applications in
Europe, Australia, Japan, Canada, China, KoreaSamghpore, among others.
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We and our medical devices are subject to FDA adpri

As medical devices, the Celuti@Bystem family of products, Puregr&ftamily of products and components of the Stemsdiwal|
banks, must receive regulatory clearances or apfgdrom the FDA and, in many instances, from kb8- and state governments prior to tl
sale. The Celutiof® System family of products is subject to stringemwe&rnment regulation in the United States by thé\ kEiDder the Federal
Food, Drug and Cosmetic Act. The FDA regulatesdiasign/development process, clinical testing, mactufe, safety, labeling, sale,
distribution, and promotion of medical devices andgs. Included among these regulations are pré&ehalearance and pre-market approval
requirements, design control requirements, an@ihedity System Regulations/Good Manufacturing Reast Other statutory and regulatory
requirements govern, among other things, estabksihmegistration and inspection, medical devidinlis prohibitions against misbranding &
adulteration, labeling and post-market reporting.

The regulatory process can be lengthy, expensndpacertain. Before any new medical device maintreduced to the U.S. market, the
manufacturer generally must obtain FDA clearancapgroval through either the 510(k) pre-marketfigatiion process or the lengthier pre-
market approval application, or PMA, process. lierally takes from three to 12 months from subrois$d obtain 510(k) pre-market
clearance, although it may take longer. Approva &MA could take four or more years from the tifme process is initiated. The 510(k) and
PMA processes can be expensive, uncertain, anthigrend there is no guarantee of ultimate cleaamapproval. We expect that some of
our products under development today or in theréutuill be subject to the lengthier PMA processciBang FDA clearances and approvals
may require the submission of extensive clinicahdand supporting information to the FDA, and theae be no guarantee of ultimate
clearance or approval. Failure to comply with aggitie requirements can result in application integrroceedings, fines, recalls or seizures o
products, injunctions, civil penalties, total o suspensions of production, withdrawals ofséirig product approvals or clearances, refusal
to approve or clear new applications or notificasipand criminal prosecution.

Medical devices are also subject to post-markeintam requirements for deaths or serious injuwiken the device may have caused or
contributed to the death or serious injury, andcftain 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 prode@thes the market, the FDA may take steps
prevent or limit further marketing of the produétlditionally, the FDA actively enforces regulatiomohibiting marketing and promotion of
devices for indications or uses that have not lodesred or approved by the FDA.

There can be no guarantee that we will be abldtaimthe necessary 510(k) clearances or PMA apisdo market and manufacture our
other products in the United States for their ideghuse on a timely basis, if at all. Delays irefptof or failure to receive such clearances or
approvals, the loss of previously received cleagzarr approvals, or failure to comply with existorgfuture regulatory requirements could
have a substantial negative effect on our restiligperations and financial condition.

To sell in international markets, we will be sultjecrequlation in foreign countries

In cooperation with our distribution partners, weend to market our current and future producté lbdeimestically and in many foreign
markets. A number of risks are inherent in intdoval transactions. In order for us to market awdpicts in Europe, Canada, Japan and ce
other non-U.S. jurisdictions, we need to obtain araintain required regulatory approvals or cleagarand must comply with extensive
regulations regarding safety, manufacturing proeessd quality. These regulations, including tlgiirements for approvals or clearances to
market, may differ from the FDA regulatory schehmernational sales also may be limited or disrdgig political instability, price controls,
trade restrictions and changes in tariffs. Addiidyy fluctuations in currency exchange rates mdweasely affect demand for our products by
increasing the price of our products in the curyeritthe countries in which the products are sold.

There can be no assurance that we will obtain e¢guyl approvals or clearances in all of the coestwhere 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 futuredarcts in various foreign markets. Delays in receffapprovals or clearances to market our
products in foreign countries, failure to receivels approvals or clearances or the future lossefipusly received approvals or clearances
could have a substantial negative effect on owlt®sf operations and financial condition.
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Changing, new and/or emerging government regulstmay adversely affect us

Government regulations can change without noti¢eeithe fact that Cytori operates in various ing&ional markets, our access to such
markets could change with little to no warning doi@ change in government regulations that suddgmigegulate our product(s) and create
greater regulatory burden for our cell therapy esitibanking technology products.

Due to the fact that there are new and emergirighelapy and cell banking regulations that hawvemndly been drafted and/or implemer
in various countries around the world, the appigcatnd subsequent implementation of these neweareiging regulations have little to no
precedence. Therefore, the level of complexity stnidgency is not known and may vary from countrgbuntry, creating greater uncertainty
for the international regulatory process.

Anticipated or unanticipated changes in the wagnanner in which the FDA regulates products or esiggoups of products can delay,
further burden, or alleviate regulatory pathwayat thiere once available to other products. Theremarguarantees that such changes in FDA's
approach to the regulatory process will not deietrsty affect some or all of our products or prodagplications.

We may have difficulty obtaining health insuraneabursement for our products

New and emerging cell therapy and cell bankingriethgies, such as those provided by the CelftiBgstem family of products, may
have difficulty or encounter significant delaysoibtaining health care reimbursement in some araalhtries around the world due to the
novelty of our cell therapy and cell banking tedmgy and subsequent lack of existing reimburseraehémes/pathways. Therefore, the
creation of new reimbursement pathways may be csxrgohd lengthy with no assurances that such reiseluents will be successful. The lack
of health insurance reimbursement or reduced ommairreimbursement pricing may have a significampact on our ability to successfully <
our cell therapy and cell banking technology prda¢i)dnto a county or region, which would negatwighpact our operating results.

Our concentration of sales in Japan may have negafiects on our business in the event of anysairisthat region

We have operations in a number of regions arouadavibrid, including the United States, Japan, ana i Our global operations may be
subject to risks that may limit our ability to opér our business. We sell our products globallyichviexposes us to a number of risks that can
arise from international trade transactions, ldeainess practices and cultural considerationsydimg:

e political unrest, terrorism and economic or finahanstability;

unexpected changes and uncertainty in regulatgyirements and systems rela

e nationalization programs that may be implementeébbgign government:

e  import-export regulations

e  (difficulties in enforcing agreements and collectiegeivables

e  (difficulties in ensuring compliance with the lawsdaregulations of multiple jurisdiction

e changes in labor practices, including wage inflatiabor unrest and unionization polici

e longer payment cycles by international custom

e currency exchange fluctuatior

e  disruptions of service from utilities or telecomnzations providers, including electricity shortag

° difficulties in staffing foreign branches antbsidiaries and in managing an expatriate workfaaoe differing employment practices
and labor issue:

potentially adverse tax consequenc

We also face risks associated with currency exchamg convertibility, inflation and repatriation@dirnings as a result of our foreign
operations. We are also vulnerable to appreciaiatepreciation of foreign currencies against th®.dollar. Although we have significant
operations in Asia, a substantial portion of tratisas are denominated in U.S. dollars. As apptieciaagainst the U.S. dollar increases, it will
result in an increase in the cost of our busingpsmses abroad. Conversely, downward fluctuatiorise value of foreign currencies relative
the U.S. dollar may make our products less pricepmtitive than local solutions. From time to time may engage in currency hedging
activities, but such activities may not be ablértot the risks of currency fluctuations.
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Our revenue, results of operations, and cash floasg suffer upon the loss of a significant custoores significant reduction in the amount of
product ordered by any such customer.

Our largest customer in Japan accounted for 12&tpfevenue during the year ended December 31,. 2@E2 of this significant
customer or a significant reduction in the amourgroduct ordered by this customer would adverséfgct our revenue, results of operations,
and cash flows.

We and our joint venture with Olympus have to maimguality assurance certification and manufantuapprovals

The manufacture of our products is, and the matufa®f any future cell-related therapeutic prodwebuld be, subject to periodic
inspection by regulatory authorities and distribatpartners. The manufacture of devices and predacthuman use is subject to regulation
and inspection from time to time by the FDA for qaiance with the FDA’s Quality System Regulation@SR, requirements, as well as
equivalent requirements and inspections by stadenanJ.S. regulatory authorities. There can be no guagatihat the FDA or other authori
will not, during the course of an inspection ofstiig or new facilities, identify what they conside be deficiencies in our compliance with
QSRs or other requirements and request, or seeddiahaction.

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 epls or clearances of future or pending
product submissions, fines, recalls or seizurgzaducts, total or partial suspensions of productamd criminal prosecution. There can be no
assurance after such occurrences that we will letalobtain additional necessary regulatory apaisowr clearances on a timely basis, if at all
Delays in receipt of or failure to receive suchrappls or clearances, or the loss of previouslgire approvals or clearances could have a
substantial negative effect on our results of djp@na and financial condition.

The termination or suspension of the BARDA contamtld adversely affect our business and our ghiitfurther develop our Celuti@h
System

Cytori was awarded the contract with BARDA in Sepber 2012 with the aim to develop a new counteromea®r a combined injury
involving thermal burn and radiation exposure whigbuld be useful following a mass-casualty evertie cost-plus-fixed-fee contract is
valued at up to $106 million, with a guaranteedebaariod of approximately $4.7 million which inckslpreclinical research and the
acceleration of Cytori’'s ongoing development of @y$ ongoing development of the Celution® cell peasing System (the Celution®
System). Upon satisfactory proof of concept, BARDAYy elect to exercise up to three contract optvanish will extend the contract term to
up to five years if all options are exercised. BARMay suspend or terminate this contract shouldaiWéo achieve key objectives or
milestones, or fail to comply with the operating@edures and processes approved by BARDA anddiis agency, the Defense Contract Al
Agency. There can be no assurance that we wilbleta achieve these milestones or continue to tpmiph these procedures and protocols,
or whether we will be able to successfully devedop Celution® System under the contract. If theFRERA contract were terminated or
suspended, our business could be adversely affected

The BARDA contract has certain contracting requieais that allow the U.S. Government to unilateratiptrol its contracts. If the U.S.
Government suspends, cancels, or otherwise teresimair contract with them, we could experienceifiggmt revenue shortfalls, and our
financial condition and business may be adversiédcied

Contracts with U.S. Government agencies typicadigtain termination provisions unfavorable to thieeotparty, and are subject to audit and
modification by the U.S. government at its soledition, which will subject us to additional riskshese risks include the ability of the U.S.
Government to unilaterally:

« audit or object to our contract-related costs a®dfand require us to reimburse all such cost$easgl

« suspend or prevent us for a set period of time freoeiving new contracts or extending our existingtracts based on violations or
suspected violations of laws or regulatic

« cancel, terminate or suspend our contracts baseblations or suspected violations of laws or lagans;

« terminate our contracts if in the Government’s ligrest, including if funds become unavailabléh® applicable governmental
agency;

« reduce the scope and value of our contracts; and

« change certain terms and conditions in our corgract
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BARDA is able to terminate its contracts with ugher for its best interests or if we default bylifeg to perform in accordance with or to
achieve the milestones set forth in the contrawtdales and terms. Termination-for-convenienceipions generally enable us to recover only
our costs incurred or committed and settlement esg® on the work completed prior to terminationai@jes to, or an unexpected termination
of this contract could result in significant revershortfalls. If revenue shortfalls occur and areaffset by corresponding reductions in
expenses, our business could be adversely affastedannot anticipate if, when or to what extentRE® might revise, alter or terminate its
contract with us in the future.

Under our contract with BARDA, our operations, dhdse of our contractors, are subject to audihieyd.S. Government, a negative outcome
to which could adversely affect our financial cdimdis and business operations

U.S. government agencies, such as the Departmétealth and Human Services, or DHHS, and the Def@wntract Audit Agency, or
the DCAA, routinely audit and investigate governinemntractors and recipients of federal grants s€hagencies evaluate a contractor’'s
performance under its contracts, cost structurecantpliance with applicable laws, regulations atashdards.

The DHHS and the DCAA also review the adequacynd, a contractor's compliance with, its internattcol systems and policies,
including the contractor’s purchasing, propertyineating, compensation and management informatystesns. Any costs found to be
improperly allocated to a contract will not be rbiimsed, while such costs already reimbursed murtrg8y be repaid. If an audit identifies
improper or illegal activities, we may be subjextivil and criminal penalties and administratiamstions, including, but not limited to:

« termination of contracts;

» forfeiture of profits;

« suspension of payments;

. fines; and

« suspension or prohibition from conducting businegk the United States government.

We depend on a few key officers

Our performance is substantially dependent on #émpmance of our executive officers and other &egntific and sales staff, including
Christopher J. Calhoun, our Chief Executive Offij@@rd Marc Hedrick, MD, our President. We rely uploem for strategic business decisions
and guidance. We believe that our future succedsveloping marketable products and achieving apatitive position will depend in large
part upon whether we can attract and retain aduditiqualified management and scientific persom@empetition for such personnel is intense
and there can be no assurance that we will betalzientinue to attract and retain such personr@. [®ss of the services of one or more of oul
executive officers or key scientific staff, or timability to attract and retain additional persoremed develop expertise as needed could have a
substantial negative effect on our results of djp@na and financial condition.

We may not have enough product liability insurance

The testing, manufacturing, marketing, and saleusfregenerative cell products involve an inhereskt that product liability claims will k
asserted against us, our distribution partnerc@ensees. There can be no guarantee that oucallitmial and commercial product liability
insurance is adequate or will continue to be alslglan 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 lighak, could have a substantial negative effect or
our results of operations and financial conditidlso, well-publicized claims could cause our stbckall sharply, even before the merits of the
claims are decided by a court.

Risks Related to Ownership of our Common Stock

The market price of our common stock may be va@aiid fluctuate significantly, which could resultsubstantial losses for stockholders and
subject us to litigation.

The market price of our common stock may be suldgesignificant fluctuations. Among the factorstthzay cause the market price of our
common stock to fluctuate are the risks describatlis “Risk Factors” section and other factorgjuding:

e fluctuations in our operating results or the ogaratesults of our competitor
e changes in estimates of our financial results comemendations by securities analy

e variance in our financial performance from the estptions of securities analys
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e changes in the estimates of the future size andtfrmate of our market:

changes in accounting principles or changes inpné¢ations of existing principles, which couldeaff our financial result:

e conditions and trends in the markets we se

e changes in general economic, industry and markeditions;

e success of competitive products and servi

e changes in market valuations or earnings of ourpsEiitors;

e announcements of significant new products, cordraatquisitions or strategic alliances by us orammpetitors

e the timing and outcome of regulatory reviews angrapals of our product:

e the commencement or outcome of litigation involving company, our general industry or bc

e changes in our capital structure, such as futsgaisces of securities or the incurrence of additidabt;

e actual or expected sales of our common stock bhotaers of our common stock; a

e the trading volume of our common sto

In addition, the stock market in general, the NASD&lobal Market and the market for cell therapyelegment companies in particular
may experience a loss of investor confidence. A ifsnvestor confidence may result in extremegoeind volume fluctuations in our common
stock that are unrelated or disproportionate toogherating performance of our business, our fireremndition or results of operations. These
broad market and industry factors may materiallyrhthe market price of our common stock and expes® securities class-action litigation.
Class-action litigation, even if unsuccessful, doog costly to defend and divert management’s tt@and resources, which could further

materially harm our financial condition and reswtoperations.

Future sales of our common stock may depress @ue gice.

As of December 31, 2012, we had 65,914,050 shdr@sraommon stock outstanding. Sales of a numbshares of common stock in the
public market, or the expectation of such sales|ccoause the market price of our common stocletdie. In addition, our 2004 Equity
Incentive Plan provides for annual increases imtimaber of shares available for issuance undepldre which may, among other things, re
in dilution of the price of our common stock. Weyraso sell additional common stock in subsequebtip offerings, which may adversely
affect the market price of our common stock.

We have granted demand registration rights forgléstration of the resale of certain shares ofaaummon stock to each of Olympus
Corporation, Astellas Pharma Inc. and Green Holsitaply, Inc. pursuant to common stock purchaseeagents previously entered into with
each of these stockholders. An aggregate of 5,%28Bares of our common stock are subject to thesend registration rights. If we receive
a written request from any of these stockholdefida registration statement under the Securiieiscovering its shares of unregistered
common stock, we are required to use reasonatie®fb prepare and file with the SEC within 30ibhass days of such request a registration
statement covering the resale of the shares foffaring to be made on a continuous basis pursisaRtile 415 under the Securities Act.

Our charter documents contain atakeover provisions and in 2003 we adopted a Stldkh Rights Plan to prevent hostile takeovers.

Certain provisions of our amended and restatedficate of incorporation and amended and restajgaws could discourage, delay or
prevent a merger, acquisition or other change pfrobthat stockholders may consider favorable.sEhgrovisions could also prevent or
frustrate attempts by our stockholders to replacemove members of our Board of Directors. Stotdkdis who wish to participate in these
transactions may not have the opportunity to da'kese provisions:

e authorize our Board of Directors to issue withstatckholder approval up to 5,000,000 shares demexdstock, the rights of which will be

determined at the discretion of the Board of Divegit of which 9,500 shares aredesignated as SRFAd2referred Stock pursuant to the
Stockholder Rights Plan described bel
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e require that stockholder actions must be effectedculy called stockholder meeting and cannogkert by written conser

e establish advance notice requirements for stddinaominations to our Board of Directors or fayckholder proposals that can be actec
on at stockholder meetings; a

e limit who may call stockholder meeting
In addition, in 2003 we adopted a Stockholder Righian of the kind often referred to as a poistin e purpose of the Stockholder
Rights Plan is to prevent coercive takeover tadtias may otherwise be utilized in takeover attemphe existence of such a rights plan may
also prevent or delay a change in control of thenf@any, and this prevention or delay may adversiégctathe market price of our shares.
We are governed by the provisions of Section 20B@Delaware General Corporation Law, which mayess certain criteria are met,
prohibit large stockholders, in particular thosenavg 15% or more of the voting rights on our comnstock, from merging or combining with
us for a prescribed period of time.

We pay no dividends.

We have never paid cash dividends in the pastcarréntly do not intend to pay any cash dividemdthe foreseeable future. This could
make an investment in our company inappropriatesdone investors, and may serve to narrow our patesgturces of additional capital.

If securities and/or industry analysts fail to édoae publishing research about our business, ¥f éienge their recommendations adver
or if our results of operations do not meet thgpextations, our stock price and trading volumedddecline.

The trading market for our common stock will bduehced by the research and reports that industsgaurities analysts publish about us
or our business. If one or more of these analysise coverage of our company or fail to publislomspon us regularly, we could lose visibil
in the financial markets, which in turn could caose stock price or trading volume to decline. didiéion, it is likely that in some future period
our operating results will be below the expectaiohsecurities analysts or investors. If one oravad the analysts who cover us downgrade
our stock, or if our results of operations do neetrtheir expectations, our stock price could decli

ltem Unresolved S ta ff Comments
1B.

Not applicable.
Item 2. Propertie s

We lease 77,585 square feet at 3020 and 3030 (dlad, San Diego, California that we use for oupomate headquarters and
manufacturing facilities. The related lease agregness amended, bears monthly rent at a rate 80%ier square foot, with annual increase of
$0.05 per square foot. The lease term is 88 montimemencing on July 1, 2010 and expiring on Oct@ie2017. We are eligible to receive a
50% rent abatement for an additional 17,467 sqiestethrough March of 2014 along with a tenant ioy@ment allowance. Additionally,
we've entered into several lease agreements ferrational office locations and corporate housorgour employees on international
assignments. For these properties, we pay an agjgreapproximately $162,000 in rent per month.
Item 3. Legal Proceeding s

From time to time, we have been involved in routitigation incidental to the conduct of our busseeAs of December 31, 2012, we were
not a party to any material legal proceeding.

Item 4. Mine Safety Disclosures

Not applicable.
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PART II
Item 5. Market for Re gistrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securitie
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). September 2007 our stock closed trading on thekfug Stock Exchange. Effective
December 19, 2005, our common stock began tradirth@NASDAQ Capital Market under the symbol “CYT4nd has since transferred to
the NASDAQ Global Market effective February 14, 80Warrants, issued as part of a financing agreemeviarch 2009, began trading on
the NASDAQ Global Market under the symbol “CYTXWfective June 22, 2009. The following tables shae high and low sales prices for
our common stock and warrants for the periods atdit, as reported by the NASDAQ Stock Market. Thesms do not include retail
markups, markdowns or commissions.

Common Stock

High Low

2011

Quarter ended March 31, 20 $ 8.0¢6 $ 5.1¢

Quarter ended June 30, 2C $ 8.4. $ 4.5(

Quarter ended September 30, 2! $ 57z $ 2.3Z

Quarter ended December 31, 2( $ 33C $ 1.9C
2012

Quarter ended March 31, 20 $ 45C $ 2.2C

Quarter ended June 30, 2C $ 2.8t $ 2.01

Quarter ended September 30, 2! $ 49 $ 2.35

Quarter ended December 31, 2( $ 458 % 2.4¢

All of our outstanding shares have been deposiitdtive Depository Trust & Clearing Corporation TOC) since December 9, 2005.

Warrants
High Low

2011

Quarter ended March 31, 20 $ 55¢ $ 3.3¢

Quarter ended June 30, 2C $ 582 $ 2.6¢

Quarter ended September 30, 2! $ 3.4¢ % 1.4¢

Quarter ended December 31, 2( $ 168 $ 0.7¢
2012

Quarter ended March 31, 20 $ 2.4 $ 1.02

Quarter ended June 30, 2C $ 14C % 0.8¢

Quarter ended September 30, 2! $ 27 % 0.9¢

Quarter ended December 31, 2( $ 24C 3 1.11

As of February 28, 2013, we had approximately Z8m holders of our common stock and 4 record heldéour warrants. Because
many of our shares and warrants are held by bramiother institutions on behalf of stockholderd warrantholders, we are unable to
estimate the total number of individual stockhoddand warrantholders represented by these recdadriso
Dividends

We have never declared or paid any dividends ortoommon stock and do not anticipate paying anjénforeseeable future.
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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) (c)

Equity compensation plans
approved by security holders
Q) 1,338,23. % 4.5C —

Equity compensation plans no

approved by security holders

(2) 5,962,791 $ 4.67 1,419,83
Total 7,301,002 $ 4.64 1,419,83

(1) The 1997 Stock Option and Stock Purchase Plan exgin October 22, 200

(2) See Notes to our Consolidated Financial Statemanbtsded elsewhere herein for a description of 8004 Equity Incentive
Plan. The maximum number of shares shall be cuimelaincreased on the first January 1 after tHéeEtive Date, August 24, 20(
and each January 1 thereafter for 9 more yearsa bymber of shares equal to the lesser of (a) 2thehumber of shares issued and
outstanding on the immediately preceding DecembeaBd (b) a number of shares set by the Bc

Comparative Stock Performance Graph

The following graph shows how an initial investmeh®100 in our common stock would have compareahtequal investment in the
NASDAQ Composite Index and the NASDAQ Biotechnoldgglex during the period from December 31, 2008ulgh December 31, 201
The performance shown is not necessarily indicaifaiture price performance.

$180.00
$160.00
$140.00
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Iltem 6. Selected Fin ancial Data

The selected data presented below under the cap&iatements of Operations Data,” “Statementsastd-lows Data” and “Balance
Sheet Data” for, and as of the end of, each of/fzes in the fiverear period ended December 31, 2012, are deriwea, fand should be read
conjunction with, our audited consolidated finahstatements. The consolidated balance sheetssoamber 31, 2012 and 2011, and the
related consolidated statements of operations amgprehensive loss, stockholders’ equity (defieitygd cash flows for each of the years in the
three-year period ended December 31, 2012, whieh haen audited by KPMG LLP, an independent regidtpublic accounting firm, and
their report thereon, are included elsewhere is a@ninual report. The consolidated balance sheetsascember 31, 2010, 2009 and 2008, ant
the related consolidated statements of operatindsamprehensive loss, stockholders’ equity (d@fiand cash flows for the years ended
December 31, 2009 and 2008, which were also aullitd¢(PMG LLP, are included with our annual repgateviously filed.
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The information contained in this table should deaead in conjunction with “Management’s Discassind Analysis of Financial
Condition and Results of Operations” and the fi@rgtatements and related notes thereto inclubieavlere in this report (in thousands

except share and per share data):

Statements of Operations Data
Product revenue:

Sales to related par

Sales to third parties

Cost of product revenues
Gross profit

Development revenue
Development, related par
Developmen

Other, related part

Government contracts and other

Operating expense

Research and developmt

Sales and marketir

General and administrati

Change in fair value of warrar

Change in fair value of option liabilities
Total operating expenses

Total operating los

Other income (expense
Interest incomt

Interest expens

Other income (expense), r
Equity loss in investments
Net loss

Basic and diluted net loss per share

Basic and diluted weighted average common shares

Statements of Cash Flows Date

Net cash used in operating activit

Net cash used in investing activiti

Net cash provided by financing activiti

Net (decrease) increase in Ci

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Balance Sheet Data

Cash, cash equivalents and s-term investment

Working capital

Total asset

Deferred revenues, related pa

Deferred revenue

Warrant liabilities, lon-term

Option liabilities

Long-term deferred rer

Long-term obligations, less current porti
Total stockholder equity (deficit)

2012 2011 2010 2009 2008
$ — 3 — % 59C $ 591 $ 28
8,70¢ 7,98: 7,664 5,24¢ 4,50(
8,70¢ 7,08: 8,25¢ 5,837 4,52¢
4,00 3,831 3,90¢ 3,39¢ 1,85¢
4,70¢ 4,14¢ 4,34¢ 2,44% 2,67¢
2,88: 1,99: 2,12z 8,84( 774
2,52¢ — — — —
— — — 1,50(
381 21 251 53 51
5,79: 2,01¢ 2,37¢ 8,89: 2,32t
13,62¢ 10,90: 9,681 12,23: 17,37:
9,48¢ 13,56( 11,04( 6,58: 4,60:
15,67: 14,72: 12,57( 10,41¢ 11,72
(209) (4,360) (1,285) 4,57 —
34C 74C 30 (920) 1,06(
38,91¢ 35,57 32,04 32,88: 34,76(
(28,41%) (29,41%) (25,32)) (21,54 (29,767
4 9 9 20 23C
(3,386) (2,789 (2,052) (1,427) (420)
(314) (55) 23 (218) (4C)
(165) (209) (151) (44) (45)
$ (32279 $  (3245) $ (27,499 $ (2321 $ (30,030
$ (055 $ 0.61) $ 0.60 $ (0.65) $ (1.12)
58,679,68 53,504,03 45,947 96 35,939,26 26,882,43
$ (32199 $ (35329 $ (23579 $  (2380) $ (33,389
(1,202) (560) (1,290) (221) (399)
22,19; 20,13’ 64,67¢ 24,27 34,92¢
(11,20%) (15,74¢) 39,81 247 1,14¢
36,92: 52,66¢ 12,85¢ 12,61 11,46¢
$ 2571, $  36,92. $ 52,66 $ 12,85 $ 12,61
$ 25717 $ 3692 $  52,66¢ $ 12,85 $ 12,61:
16,36¢ 35,51¢ 45,73( 9,91¢ 10,09(
43,25( 51,53¢ 66,34’ 24,74¢ 25,60¢
63¢ 3,52( 5,51z 7,63¢ 16,47+
2,63t 5,24¢ 4,92¢ 2,38¢ 2,44¢
— 627 4,987 6,27: —
2,25( 1,91( 1,17¢ 1,14¢ 2,06(
75€ 504 39¢ — 16¢€
12,90: 21,96: 13,25¢ 2,79( 5,04¢
$ 6,45 $ 9,946 $ 22.87¢ $ (3,659 $ (7,717

24




Table of Content
Item 7. Management’s Discussion and Analysis of Financial Condition ahResults of Operations
CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This report contains certain statements that magdemed “forward-looking statements” within the miggy of U.S. securities laws. All
statements, other than statements of historicdl| that address activities, events or developmereswe intend, expect, project, believe or
anticipate and similar expressions or future coiudial verbs such as will, should, would, could aynoccur in the future are forward-looking
statements. Such statements are based upon cagsimptions and assessments made by our managartight of their experience and the
perception of historical trends, current conditipegpected future developments and other facteng Itelieve to be appropriat

These statements include, without limitation, steets about our anticipated expenditures, includivase related to clinical research studies
and general and administrative expenses; the piatiesize of the market for our products, futurevelepment and/or expansion of our prod
and therapies in our markets, our ability to gertergproduct revenues or effectively manage ourgpsfit margins; our ability to obtain
regulatory clearance; expectations as to our futpegformance; the “Liquidity and Capital Resourcesgction of this report, including our
potential need for additional financing and the #afility thereof; and the potential enhancemenbaf cash position through developme
marketing, and licensing arrangements. Our acteallts will likely differ, perhaps materially,dim those anticipated in these forward-
looking statements as a result of various factorsluding: our need and ability to raise additionzdsh, our joint ventures, risks associated
with laws or regulatory requirements applicableu® market conditions, product performance, pagtfitigation, and competition within the
regenerative medicine field, to name a few. Thedod-looking statements included in this report aubject to a number of additional
material risks and uncertainties, including but tiatited to the risks described in our filings witie Securities and Exchange Commission an
under the “Risk Factors” section in Part | above.

We encourage you to read the risks described utRisk Factors” carefully. We caution you not toagk undue reliance on the forward-
looking statements contained in this report. Thetatements, like all statements in this reporgagponly as of the date of this report (unles
earlier date is indicated) and we undertake no gdifion to update or revise the statements excep@sred by law. Such forward-looking
statements are not guarantees of future performamckeactual results will likely differ, perhaps ragaally, from those suggested by such
forward-looking statements.

Overview

We are a cell therapy company dedicated primaviffhe development of novel treatments for cardiouts disease and soft tissue inju
and burns. We have a global product developmesittesy with a focus on the U.S cardiovascular diseaarket. In the U.S. our goal is to br
the Cytori cell therapy to market for treatmenteffactory heart failure through Cytori-sponsorédical development efforts and to develop a
treatment for thermal burns combined with radiatigary under a contract from BARDA, a divisionthie U.S. Department of Health and
Human Services.

The Cytori cell therapy is a proprietary formulatiof stem and regenerative cells derived from e&ept$ own adipose (fat) tissue
(ADRCs). Adipose tissue is a rich and accessiblecgoof ADRCs. To access these cells from a patietite time of a surgical procedure, we
have designed and developed a sophisticated fissgessing system, the Celutio®stem, which automates the complex process ot
fat tissue, releasing the ADRCs, and concentrdtieg into an optimized and proprietary formulatiora sterile environment. The system is
comprised of a central device and requires singks-per-procedure consumable cartridges. The IBssinedel is based on the sale of the
central device and generating recurring revenum tite cartridges that are utilized in each procedur

While our focus is on the development of new thetdigc applications for Cytori’'s cell therapy, weaurrently commercializing the
Celution® System under select medical device cte@@sin Europe, Japan, and other regions. The saldg of systems, consumables and
ancillary products contributes margins that pdstiaffset our operating expenses and play an ingpbrtrategic role in fostering familiarity
within the medical community with our technologydao facilitate the discovery of potential new apations for Cytori's cell therapy by
customers conducting investigator-initiated anddfchresearch.

In February 2013, we received a CE Mark for Inte®fa, a reagent intended to be used with Cytori’'s Gefut System for preparing safe
and optimized ADRCs for intravascular delivery itih@ same patient. As a result of this approvalcureently plan to target select centers in
Europe to build patient data, which we believe bamused to further expand these claims and inc@akgion® adoption. The approval will
also allow independent European investigators tmlaot their own vascular studies.
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We have also refined our corporate priorities wugon what we believe represents the greatesteranalue to our shareholders with
our existing capital resources. As part of thiatsgy, we are going to reduce our 2013 investimeotir European heart attack trial,
ADVANCE until such time as additional resources available. This will provide us with flexibilityotinvest more in areas of higher strategic
importance such as in the ATHENA refractory heaitufe trial, and in the government funded actéstunder our BARDA contract.

Development Pipeline

The primary therapeutic areas currently within development pipeline are cardiovascular diseaseifsgally refractory heart failure due
to chronic myocardial ischemia, and the treatméiii@mal burns.

In the U.S., we are conducting our ATHENA triap@spective, double blind, placebo-controlled, medinter trial in up to 45 patients.
The trial will measure several endpoints, includiegik oxygen consumption (V{ax). Additional endpoints include perfusion defdeft
ventricle end-systolic and diastolic volume andggm fraction at six and 12 months. Enrolimengxpected to be complete by mid-2013.

In 2012, we amended our ADVANCE trial and enrolpedients across a small number of European trigtees. 15 patients have been
enrolled in ADVANCE to date. In light of the reged resources to complete enrollment in an accelgfashion and competing corporate
priorities at this time, we are only prepared tenaait a minimal level of investment in ADVANCE fo023. The goal for 2013 is to bring the
total ADVANCE enrollment to 25 patients with anénitm analysis to be performed after the first 72quds.

We have completed two European pilot trials imgggtng Cytori’s cell therapy for cardiovascularaetise. We have reported long term, 18
month data from the PRECISE trial for chronic myoéal ischemia, which showed that Cytori cell thgralemonstrated safety and sustained
improvement in cardiac functional capacity as messby VO, Max. Results from the APOLLO trial for acute hegitack demonstrated
safety and sustained improvement in infarct sizkarfusion.

In addition to our cardiovascular disease therapgipeline, Cytori is also developing its cell thpy platform for the treatment of thermal
burns combined with radiation injury. In the thijdarter of 2012, we were awarded a contract toldpveenew countermeasure for thermal
burns valued at up to $106 million with the U.SpBement of Health and Human Service’s Biomediadv@nced Research and Development
Authority (BARDA). The initial base period includ&g.7 million over two years and covers preclinieearch and continued development of
Cytori's Celution® System to improve cell procesgifhe additional contract options, if fully exeedt could cover our clinical development
through FDA approval under a device-based PMA gy pathway. We are making progress in fulfillithg required milestones of the base
contract with the goal of completing the base pkhoearly 2014.

Results of Operations

Product revenues
Product revenues consisted of revenues primaoiy four Celution® and Puregraft® Systems and Stemt@@iCell Banks.
The following table summarizes the componentshentears ended December 31, 2012, 2011 and 2010:

Years ended

2012 2011 2010
Related part $ — 3 — 3 590,00(
Third party 8,709,00! 7,983,001 7,664,001
Total product revenues $ 8,709,000 $ 7,983,000 $ 8,254,00i
% attributable to Olympus — — 0.1%
% attributable to Green Hospital Supply — — 7.1%
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Beginning in March of 2008, we began sales andmséigs of our Celution® 800/CRS System to the Eusopnd Asia-Pacific
reconstructive surgery markets and during 2010 egab sales of our Puregraft® System in the UnitateS and Europe. Assuming all other
applicable revenue recognition criteria have beet nevenue for these product sales is recogniped delivery to the customer, as all risks
and rewards of ownership have been substantivahsterred to the customer at that point. For prbgales to customers who arrange for and
manage all aspects of the shipping process, wgnimrevenue upon shipment from our facilitiesgiBeing in 2011, for product sales that
include a combination of equipment, services, beomultiple deliverables that will be providedtire future, we defer an estimate based o
relative selling price method for those future deflables from product revenue until such delivezalblave been provided or earned. Shipping
and handling costs that are billed to our custorasgsclassified as revenue.

A significant contributor to Cytori’s product rewses historically and throughout 2012 has been galéapan. In September 2012 we
obtained Class | Device Clearance for Celution® amdimber of our other products in Japan whichidadcreased product revenues in the
fourth quarter of 2012. This clearance is expetdddcilitate sales growth in Japan and it is apéited that demand will come mostly from
researchers at academic hospitals seeking to peifmestigator-initiated and funded studies usiygo@'s cell therapy.

The future We expect to continue to generate product reeeftom a mix of Celution® and StemSource® Systathe@nsumables sales as
well as Puregraft® orders. We will sell the produict a diverse group of customers in Europe, Asththe U.S., who may apply the products
towards reconstructive surgery, soft tissue repasearch, aesthetics, and cell and tissue baakiagproved in each country. Additionally,
result of Class | Device Clearance for Celution® amumber of our other products in Japan, we igatie to sell these products to researcher
at academic hospitals seeking to perform invesirgiaitiated and funded studies using Cytori's ¢k#rapy.

Cost of product revenues

Cost of product revenues relate primarily to Celu® System products and StemSouré@® Banks and includes material, manufactu
labor, and overhead costs. The following tablersanizes the components of our cost of revenuethéoyears ended December 31, 2012,
2011 and 2010:

Years ended

2012 2011 2010
Cost of product revenut $ 3,923,000 $ 3,772,000 $ 3,852,00
Share-based compensation 77,00( 65,00( 56,00(
Total cost of product revenues $ 4,000,000 $ 3,837,000 $ 3,908,00
Total cost of product revenues as % of productmage 45.9% 48.1% 47.2%

Cost of product revenues as a percentage of produehues was 45.9%, 48.1% and 47.3% for the yealsd December 31, 2012, 2011
and 2010, respectively. Fluctuation in this petaga is to be expected due to the product mixzildigbr and direct sales mix, and allocatior
overhead.

The future. We expect to continue to see variation in ousgnarofit margin as the product mix comprising rawes fluctuates.
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Development revenues

The following table summarizes the components ofdmyelopment revenues for the years ended Decedih@012, 2011 and 2010:

Years ended

2012 2011 2010
Milestone revenue (Olympu $ 2,882,000 $ 1,992,000 $ 2,122,001
Development revenue (Astelle 2,529,001 — —
Government contract (BARD/ 355,00( — —
Grant Revenu — — 244,00(
Regenerative cell storage servi 2,00( 4,00( 4,00(
Other 24,00( 17,00( 3,00(
Total development revenues $ 5,792,000 $ 2,013,000 $ 2,373,00

We recognize deferred revenues, related partyeaslgpment revenue when certain performance oiggtare met (i.e., using a
proportional performance approach). During the yeated December 31, 2012, we recognized $2,8820@¥enue associated with our
arrangements with Olympus as a result of two remgimilestones for the APOLLO and PRECISE clinialls that were reached upon the
completion of all patient follow up procedures aadognition of a regulatory milestone triggered mps obtaining Class | Device Clearance
for Celution® and a number of our other productdapan. During the year ended December 31, 201tecognized $1,992,000 of revenue
associated with our arrangements with Olympusrasalt of achieving a product development milestat&ted to additional preproduction
development of the Celution® One System and a atgyl milestone related to our obtaining CE Mairals for the Celution®ne System i
Europe. During the year ended December 31, 2010evagnized $2,122,000 of revenue associated witlawmangements with Olympus as a
result of achieving two milestones, one in prodimtelopment for work in preproduction developmefthe Celution® One System, and one
clinical milestone related to the assessment af aiitcomes at 6 months in one of our cardiacstrial

On December 13, 2010 we raised $10,000,000 in gnaeeeds from a sale of 1,428,571 shares of wtergd common stock to Astellas
Pharma Inc. for $7.00 per share in a private sptakement. Pursuant to the terms of the purchasemgnt, we granted Astellas Pharma Ir
two year right of first refusal to enter into a deapment and commercialization collaboration wisihregarding the use of our technology, on a
worldwide basis, for the treatment of liver congits. In addition, we have agreed to use reasordfioigs to file a registration statement with
the Securities and Exchange Commission to rediséeshares of common stock for resale upon theestapf Astellas Pharma Inc. We also
granted Astellas Pharma Inc. a non-voting obsesgat on our Board of Directors and the right tagleste a representative member to our
Scientific Advisory Board. The $10,000,000 in tqgieoceeds we received exceeded the market valoardadtock at the completion of the
purchase agreement. The $2,529,000 difference bettine proceeds received and the fair market vaiiear common stock was initially
recorded as a component of deferred revenues iactt@mpanying balance sheet. This difference wawded as deferred revenue since,
conceptually, the excess proceeds represent a paldédy Astellas Pharma Inc. attributable to ttiergtific advisory board seat, the non-voting
observer seat on our Board of Directors, and tleeytar right of first refusal to enter into a dieygnent and commercialization collaboration
with us regarding the use of our technology, oroddwide basis, for the treatment of liver conditso rather than an additional equity
investment in Cytori. We recognized this deferretbant as development revenue upon the expiratitheofwo year period in December
2012. We are still actively involved in discussiomith Astellas Pharma, Inc. about a potentialfeidevelopment and commercialization
collaboration with us.

In the third quarter of 2012, we were awarded draghto develop a new countermeasure for thermiaddvalued at up to $106 million
with U.S. Department of Health and Human Servi&tmedical Advanced Research and Development AitthBARDA). The initial base
period includes $4.7 million over two years andemswreclinical research and continued developmwie@ytori's Celution®system to improv
cell processing. The additional contract optioh8jlly executed, could cover clinical developmémough FDA approval under a device-baset
PMA regulatory pathway. This is a cost reimbursenventract and related government contract revevagerecorded at the gross amount of
reimbursement starting in the fourth quarter of201lo receive funds under this arrangement, weeayeired to (i) demonstrate that we
incurred “qualifying expenses,” as defined in tlatcact agreement between BARDA and us, (ii) maindasystem of controls, whereby we
can accurately track and report all expenditurkzded solely to develop a new countermeasure fnthl burns, and (iii) file appropriate fori
and follow appropriate protocols established by BXR During the year ended December 31, 2012, werhed $331,000 in qualified
expenditures. We recognized a total of $355,00@wenues for the year ended December 31, 2012hvilnituded allowable fees as well as
cost reimbursements. There were no comparable negeand expenditures for the year ended Decembh@021 and 2010.
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During the year ended December 31, 2010, we redeik244,000 federal grant from the Internal ReeeBervice as part of the
Qualifying Therapeutic Discovery Program (“QTDPThe QTDP, administered by the Department of Heatith Human Services and the
Department of the Treasury, was enacted to encelragnedical research for projects that show teatgst potential to create and sustain
high-quality, high-paying U.S. jobs and to advahic8. competitiveness in life, biological and metla@ences. Through this program, eligible
companies elected to receive either a cash gramtax credit. We elected to receive a cash graahtlze funds were received during late 2010.

The future We expect to continue recognizing governmentremh revenue relating to our contract with BARD#\wae continue our
development work relating to this contract. Additdly, we may recognize additional development ness during 2013, as the anticipated
completion for the remaining revenue recognitiofestone related to our Joint Venture with Olympmui2013. The cash related to the joint
venture agreements was received when these agreewene signed and no further related cash paymeéliise made to us even if we
recognize additional development revenue relatedegoint venture. To date, of the $28,311,000inally deferred, we have recognized a
total of $27,673,000 through December 31, 2012.

Research and development expenses

Research and development expenses include costsaies with the design, development, testing arithacement of our products,
regulatory fees, the purchase of laboratory suppfiee-clinical studies and clinical studies. Tdlowing table summarizes the components of
our research and development expenses for the gedesl December 31, 2012, 2011 and 2010:

Years ended

2012 2011 2010
Research and developme $ 12,784,00 $ 10,021,000 $ 7,012,00
Development milestone (Joint Ventu 219,00( 396,00t 2,221,001
Stock-based compensation 625,00( 487,00( 454,00(
Total research and development expenses $ 13,628,00 $ 10,904,000 $ 9,687,00

Research and development expenses relate to teégement of a technology platform that involvesgsadipose tissue as a source of
autologous regenerative cells for therapeutic apfibns. These expenses, in conjunction with caetidevelopment efforts related to our
Celution® System, result primarily from the broagbansion of our research and development efforbled by the funding we received from
Olympus in 2005 and 2006 and from other investorind the last few years.

Research and development expenses for the yeall @wtember 31, 2012 as compared to the same pariil1 increased due to the
increase in salary and related benefits expenstu@nrg share-based compensation) of $949,000y@ease in professional services expense
of $393,000, increase in research supplies expard&60,000, and increase in clinical study expeisk370,000 due to increase in our clin
and regulatory activities.

The increase in research and development expenmstieefyear ended December 31, 2011 as compatbd same period in 2010 is
primarily due to the increase in salary and relétedefits expense (excluding share-based compengafi $850,000 due to increase in
headcount in our research and development depagmen

Expenditures related to the Joint Venture with Qdys, which are included in the variation analysisvee, include costs that are necessan
to support the commercialization of future generatievices, including the next generation Celuti@y®tem. These development activities,
which began in November 2005, include performingr@imical and clinical studies, seeking regulatapproval, and performing product
development related to therapeutic applicationgfipose stem and regenerative cells for multgnigd markets. The costs associated with the
development of the device were comprised of laiborralated benefits, consulting and other profesdiservices, supplies and other
miscellaneous expenses.
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The future We expect research and development expenditoiesrease in 2013 as we continue enrollment mUsi trial ATHENA, limited
enrollment in the ADVANCE cardiac trial, continuevilopment work under our BARDA contract, and asseek additional regulatory
clearances and potentially seek to initiate adad#idrials or patient registries during 2013.

Sales and marketing expenses

Sales and marketing expenses include costs of aatbmarketing personnel, tradeshows, physicianitiga and promotional activities ai
materials. The following table summarizes the congmds of our sales and marketing expenses forahesyended December 31, 2012, 2011
and 2010:

Years ended

2012 2011 2010
Sales and marketir $ 8,764,000 $ 12,674,00 $ 10,177,00
Stock-based compensation 724,00( 886,00( 863,00(
Total sales and marketing $ 9,488,000 $ 13,560,00 $ 11,040,00

The decrease in sales and marketing expense dhengear ended December 31, 2012 as compared sauthe period in 2011 was mainly
attributed to the decrease in salary and relatedfis expense (excluding share-based compensatic®,122,000 due to a decrease in
headcount, and a decrease in professional semipeEnses of $610,000, as a result of targeted tiedadn staff and external costs made prior
to year end in 2011 as well as subsequent redscti@de in early 2012.

The increase in sales and marketing expense diméngear ended December 31, 2011 as compared sathe period in 2010 was mainly
attributed to the increase in salary and relatetbfies expense (excluding share-based compensati®i),532,000 due to an increase in
headcount in anticipation of US regulatory apprdtat did not occur in 2011 and an increase ingssibnal services of $558,000.

The future. We expect sales and marketing expendituresnairerelatively stable in 2013.

General and administrative expenses

General and administrative expenses include costsdministrative personnel, legal and other piteml expenses, and general corpc
expenses. The following table summarizes the géaathadministrative expenses for the years endsb@ber 31, 2012, 2011 and 2010:

Years ended

2012 2011 2010
General and administratiy $ 13,194,00 $ 12,849,00 $ 10,888,00
Stock-based compensation 2,478,001 1,878,001 1,682,001
Total general and administrative expenses $ 15,672,00 $ 14,727,00 $ 12,570,00

For the year ended December 31, 2012 as compathd same period in 2011, the general and admatiigtrexpenses (excluding share-
based compensation) remained relatively consistent.

For the year ended December 31, 2011 as compathd same period in 2010, the increase in genathhdministrative expenses
(excluding share-based compensation) occurred phinthue to an increase in professional servicggeasge of $954,000 related mostly to lega
costs incurred in connection with European patatitiations and maintenance of the worldwide patstedte.

The future. We expect general and administrative expenseantain relatively stable in 2013.

Stockbased compensation expenses

Stock-based compensation expenses include chaeigésd to options and restricted stock awards ssmemployees, directors and non-
employees along with charges related to the emplsy@ck purchases under the Employee Stock PuréiasdESPP). We measure stock-
based compensation expense based on the grarfailatelue of any awards granted to our employ8egsh expense is recognized over the
period of time that employees provide service tand earn all rights to the awards.
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The following table summarizes the components ofstock-based compensation for the years endednblese31, 2012, 2011 and 2010:

Years ended

2012 2011 2010
Cost of product revenur $ 77,000 $ 65,000 $ 56,00(
Research and development rele 625,00( 487,00( 454,00(
Sales and marketing relat 724,00( 886,00( 863,00(
General and administrative related 2,478,00i 1,878,001 1,682,001
Total stock-based compensation $ 3,904,000 $ 3,316,000 $ 3,055,00

Most of the share-based compensation expensesegrears ended December 31, 2012, 2011 and 2Git@ddb the vesting of stock
option and restricted stock awards to employees.

The increase in shalesed compensation for the year ended Decemb@032,as compared to the same period in 2011 isapitirdue tc
the grant of restricted stock awards and performdrased stock awards. See Note 14 to the Conwaliéinancial Statements included
elsewhere herein for disclosure and discussiomafesbased compensation.

The future. We expect to continue to grant options and stweairds (which will result in an expense) to ouptayees, directors, and, as
appropriate, to non-employee service providersiddition, previously-granted options will continteevest in accordance with their original
terms. As of December 31, 2012, the total compé@nrsabst related to non-vested stock options ancksawards not yet recognized for all our
plans is approximately $4,593,000. Of this amo$8{918,000 is expected to be recognized as a mefsutisting under service conditions o
weighted average period of 1.56 years.

Change in fair value of warrant liability

The following is a table summarizing the changéinvalue of warrant liability for the years endedcember 31, 2012, 2011 and 2010:

Years ended December 3:

2012 2011 2010

Change in fair value of warrant liabili $ (209,000 $ (4,360,000 $ (1,285,00)
Changes in fair value of our warrant liability gmémarily due to fluctuations in the valuation iripusuch as stock price, volatility,
remaining life and others. See Note 2 to the Cadatedld Condensed Financial Statements includedvbtse herein for disclosure and
discussion of our warrant liability.

The future:Future changes in the fair value of the warrattilig will be recognized currently in earnings ilrstuch time as the warrants
are exercised or expire in August 2013.

Change in fair value of option liability

The following is a table summarizing the changéinvalue of option liability for the years endBé&cember 31, 2012, 2011 and 2010:

Years ended

2012 2011 2010

Change in fair value of option liabili $ 340,000 $ 740,000 $ 30,00(
Changes in fair value of our put option liabilityeadue to changes in assumptions used in estimétingalue of the Put, such as

bankruptcy threshold for Cytori, fair value of t&éympus-Cytori, Inc. Joint Venture, volatility aithers. See Note 3 to the Consolidated
Condensed Financial Statements included elsewleeegnhfor disclosure and discussion of our putaptiability.
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The future:The Put has no expiration date. Accordingly, we @ohtinue to recognize a liability for the Put iifitis exercised or until the
arrangements with Olympus are amended.

Financing items

The following table summarizes interest incomegiiest expense, and other income and expensesfgedins ended December 31, 2012,
2011 and 2010:

Years ended

2012 2011 2010
Interest incom:e $ 4,000 $ 9,00 $ 9,00(
Interest expens (3,386,001 (2,784,00) (2,052,00i)
Other income (expense), net (314,000 (55,000 23,00(
Total $ (3,696,00) $ (2,830,00) $ (2,020,000

« Interest expense increased for the year ended Dmedd, 2012 and December 31, 2011 as compareaibtoypars due to cash
interest and non-cash amortization of debt issuansts and debt discount for our $25.0 million téwam. In September 2011, we
entered into a second amendment to the Amende®estéted Loan and Security Agreement, pursuanhtohwthe lenders funded an
additional principal, increasing the total prindipalance to $25.0 millior

« The changes in other income (expense) in 2012, 2612010 resulted primarily from changes in faneigrrency exchange rates.
The futureinterest income earned in 2012 will be dependertwrevels of funds available for investment adl @& general economic
conditions. Subject to our future financing adtes, we expect interest expense in 2012 to remedatively stable as we continue to pay
interest on the $25.0 million term loan that waeaded in September 2011.

Equity loss from investment in Joint Venture

The following table summarizes equity loss fromeastment in joint venture for the years ended Deeerh, 2012, 2011 and 2010:

Years ended
2012 2011 2010

Equity loss from investment in joint ventt $ (165,00) $ (209,000 $ (151,000
The losses relate entirely to our 50% equity irgeie the Joint Venture, which we account for usimg equity method of accounting.
The future:We do not expect to recognize significant lossemfthe activities of the Joint Venture in the faeable future. We are

engaged in ongoing discussions with Olympus redatinthe future of the Joint Venture relationslimgluding the potential termination of the
Joint Venture.
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Liquidity and Capital Resources

Shortterm and longerm liquidity

The following is a summary of our key liquidity neeses at December 31, 2012 and 2011:

As of December 31

2012 2011
Cash and cash equivalel $ 25,717,000 $ 36,922,00
Current assel $ 33,979,000 $ 43,337,00
Current liabilities 17,613,00 7,821,000
Working capital $ 16,366,000 $ 35,516,00

We incurred net losses of $32,279,000, $32,451a000$27,494,000 for the years ended December032, 2011 and 2010, respectively.
We have an accumulated deficit of $274,728,000f &ecember 31, 2012. Additionally, we have usetcash of $32,193,000, $35,323,000
and $23,574,000 to fund our operating activitiesykars ended December 31, 2012, 2011 and 20Xk atdeely. To date, these operating
losses have been funded primarily from outsidecsmiof invested capital and gross profits. Duri@@2 we expanded our commercialization
activities while simultaneously pursuing availabfeincing sources to support operations and growth.

We have had, and we will likely continue to have paigoing need to raise additional cash from oats@lirces to fund our future
operations. We believe we have sufficient castutm foperations into the third quarter of 2013, Whigcludes minimum liquidity requirements
of the Amended and Restated Loan and Security Aggag which requires that we make principal payment$825,000 per month along with
accrued interest throughout 2013 and maintainaast flaree months of cash on hand. In order to épatations and our continued
commercialization efforts through the next twelvenths, we are pursuing additional funding throuighee strategic corporate partnerships,
debt restructuring or future issuances of equitglet securities in addition to our gross profite have an established history of raising ca
through all these platforms, and are currently imed in negotiations with multiple parties. In thlesence of sufficient positive cash flows from
operations, no assurance can be given that weeraarate sufficient revenue to cover operating amstsat additional financing will be
available to us and, if available, on terms acddptto us in the future.

Without this additional capital, cash generatednfales and containment of costs will not providecauate funding indefinitely at their
current levels. If we cannot raise sufficient cabitve would need to reduce our research, developraad administrative operations, including
reductions of our employee base and the deferrah@bing development projects, to focus almostelytion the supply of current products to
existing distribution channels and our thermal beontract arrangement with BARDA. As a result, stediuctions would negatively affect our
ability to achieve certain other corporate goals.

From January 1, 2010 to December 31, 2012, we tiaaeced our operations primarily by:

« InJune 2009, we entered into a common stock psechgreement with Seaside 88, LP relating to tfegin§ and sale of a total of up
to 7,150,000 shares of our common stodihe agreement required us to issue and Seasidg/t®#5,000 shares of our common stocl
once every two weeks. Between June 2009 and Ji® @e raised an aggregate of approximately $2000D in gross proceeds
from the sale of 7,150,000 shares of our commaotks

o InJune 2010, we entered into an Amended and Restatan and Security Agreement with the GECC, SMdti Oxford Finance
Corporation (Lenders), pursuant to which the Lesdended a term loan in the amount of $20,000,600ume 14, 2010, which
refinanced the remaining balance of the term logared into with GECC and SVB on October 14, 2(

« In October 2010, we entered into an underwritingeament with Jefferies, relating to the issuanaksate of 4,600,000 shares of our
common stock. This price to the public in this dfig was $4.50 per share and Jefferies agreedrahase the shares from us at a |
of $4.23 per share. The transaction was completedaiober 13, 2010 raising approximately $20,700,00yross proceeds before
deducting underwriting discounts and commissiortsather offering expenses payable by us,
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In December 2010, we raised $10,000,000 in grosseeds from a sale of 1,428,571 shares of unregistmmmon stock to Astellas
Pharma Inc. for $7.00 per share in a private sppa&ement

In July 2011, we entered into a common stock pigetagreement with Seaside 88, LP relating to tfeginf) and sale of a total of up
to 6,326,262 shares of our common stodikhe agreement requires us to issue and Seasidsy tb, 826,262 shares of our common
stock at an initial closing and 250,000 sharesusfommmon stock once every two weeks, commencindg$8 after the initial closin
for up to an additional 20 closings, subject toghtisfaction of customary closing conditions. i tnitial closing, the offering price
was $4.52, which equaled to 88% of our common soallume-weighted average trading prices, or VWA#®ing the ten-day
trading period immediately prior to the initial siag date, raising approximately $6,000,000 in gqm®ceeds. At subsequent closir
the offering price was 90.25% of our common stosidkime-weighted average trading prices duringtéimeday trading period
immediately prior to each subsequent closing d&feraised approximately $18,233,000 in gross pre&®m the sale of 5,826,262
shares in our scheduled closings through Aprild8,22 Effective, April 30, 2012, we terminated tlggeement with Seaside 88, LP ¢
we will not sell the remaining and final 500,00@Gsds that would otherwise have been sold undeagrisement

In September 2011, we entered into an Second Amentio the Amended and Restated Loan and Secugityefnent with the
GECC, SVB, and Oxford Finance Corporation (Lendgrajsuant to which the Lenders increased the pgion loan made to the
Company to a principal amount of $25.0 million. f&eo Note 9 for a more detailed discussion ofAlngended and Restated Loan
and Security Agreemer

In December 2012, we entered into an underwritgngement with Lazard Capital Markets, LLC (undetan)i, relating to the issuan
and sale of 7,020,000 shares of our common stduk.grice to the public in this offering was $28& share and the underwriter has
agreed to purchase the shares from us at a pris2.69 per share. The transaction was completddeaember 19, 2012 raising
approximately $20,007,000 in gross proceeds befedeicting underwriting discounts and commissiorts@her offering expenses
payable by us

The following summarizes our contractual obligasi@md other commitments at December 31, 2012, landftect such obligations could
have on our liquidity and cash flow in future peiso

Payments due by perioc

Less than 1 More than

Contractual Obligations Total year 1-3years 3-5years 5 years
Long-term obligations $ 23,604,00 $ 9,927,000 $ 13,671,000 $ 6,000 $

Interest commitment on lo-term obligations 2,605,001 1,774,001 831,00( —

Operating lease obligatiol 8,967,001 1,931,00! 3,575,001 3,461,001

Minimum purchase requiremer 1,743,001 1,743,001 — —

Pre-clinical research study obligatio 23,00( 23,00( — —

Clinical research study obligations 11,700,00 3,150,001 5,700,001 2,850,001

Total $ 48,642,000 $ 18,548,00 $ 23,777,00 $ 6,317,000 $

Net cash used in or provided by operating, invegssind financing activities for the years ended Dewer 31, 2012, 2011 and 2010 is

summarized as follows:

Years Ended

2012 2011 2010
Net cash used in operating activit $ (32,193,00) $ (35,323,00) $ (23,574,00)
Net cash used in investing activit (1,204,001 (560,000 (1,290,001
Net cash provided by financing activiti 22,192,00 20,137,00 64,678,00
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Operating activities

Operational activities, inclusive of research ardedlopment, sales and marketing, and general améhadrative efforts, offset in part by
product sales, generated a $32,279,000 net losedgrear ended December 31, 2012. The operadisiyimpact of this loss was $32,193,000,
after adjusting for the recognition of non-cashelepment revenues of $5,411,000, the considerafimon-cash share-based compensation,
other adjustments for material non-cash activisegh as depreciation, amortization, change inviaire of option liabilities and warrants, and
changes in working capital due to timing of prodsitipments (accounts receivable) and payment lofitias.

Operational activities, inclusive of research ardedopment, sales and marketing, and general amihidrative efforts, offset in part by
product sales, generated a $32,451,000 net losedgrear ended December 31, 2011. The operatsigiogact of this loss was $35,323,000,
after adjusting for the recognition of non-cashelepment revenue of $1,992,000, the consideratioo-cash share-based compensation,
other adjustments for material non-cash activisesh as depreciation, amortization, change inviine of option liabilities and warrants, and
changes in working capital due to timing of prodsitipments (accounts receivable) and payment lofities.

Operational activities, inclusive of research ardedopment, sales and marketing, and general amihidrative efforts, offset in part by
product sales, generated a $27,494,000 net losedgrear ended December 31, 2010. The operadisty impact of this loss was $23,574,000,
after adjusting for the recognition of non-cashelepment revenue of $2,122,000, the consideratioo-cash share-based compensation,
other adjustments for material non-cash activisesh as depreciation, amortization, change inviine of option liabilities and warrants, and
changes in working capital due to timing of prodsitipments (accounts receivable) and payment lofities.

Investing activities

Net cash used by investing activities for the yevated December 31, 2012 and 2011 resulted prinfeoity purchases of property and
equipment, primarily for use in clinical trials arekearch.

Net cash used in investing activities for the yaraaied December 31, 2010 resulted from cash ouffiomvestment in our Joint Venture,
purchases of property and equipment and investmaestricted cash and cash equivalents.

Financing Activities

The net cash provided by financing activities fog yyear ended December 31, 2012 related primaridydale of 1,750,000 shares for
approximately $4,881,000 in net proceeds in conoeatith our common stock purchase agreement waisle entered into on July 11, 20
the sale of 7,020,000 shares of common stock anapforoximately $18,590,000 in net proceeds inheember 2012 public offering and
proceeds from exercise of warrants and employexk stptions and employee stock purchase plan ofl31000.

The net cash provided by financing activities fog year ended December 31, 2011 related primaridysale of 4,076,262 shares for
approximately $13,286,000 in gross proceeds in ection with common stock purchase agreement wiisifle entered into on July 11, 2011
and proceeds from exercise of warrants and emplsipe& options of $2,849,000. Additionally, in Ssampber 2011, we entered into a Second
Amendment to the Amended and Restated Loan andif§eagreement with Lenders pursuant to which tlemders increased the prior term
loan made to the Company to a principal amoun®2&{@0,000 with proceeds of $9,444,000 in additipnacipal, before debt issuance costs
and loan fees.

The net cash provided by financing activities fog year ended December 31, 2010 related primaridysale of 3,300,000 shares for
approximately $17,314,000 in gross proceeds imeotion with the common stock purchase agreemehtSéaside entered into on June 19,
2009, the sale of 4,600,000 shares of common stodKor approximately $20,700,000 in gross procéetlse October 2010 public offering,
the sale of 1,428,571 shares of unregistered constook to Astellas Pharma Inc. for $7.00 per simeeprivate stock placement raising
$10,000,000 in gross proceeds, and proceeds fremncisg of warrants and employee stock options (f2%,000. Additionally, in June 2010,
we obtained a term loan in the amount of $20,00D,&&s fees and expenses, which was used inopagfimance the remaining balance of the
term loan entered into with GECC and SVB on Octdzer2008.

Critical Accounting Policies and Significant Estimdes
The preparation of financial statements in confeymiith accounting principles generally acceptethie United States requires us to mak

estimates and assumptions that affect the repartenints of our assets, liabilities, revenues apaeses, and that affect our recognition and
disclosure of contingent assets and liabilities.
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While our estimates are based on assumptions wsdarreasonable at the time they were made, dualaesults may differ from our
estimates, perhaps significantly. If results diffeaterially from our estimates, we will make adijnents to our financial statements
prospectively as we become aware of the necessiyf adjustment.

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

Warrant and Put Option Liability

See Notes to Consolidated Condensed Financialn$tats included elsewhere herein for disclosurediglission of our warrant liability
and our put option liability.

Revenue Recognition
See Notes to Consolidated Condensed Financialnsats included elsewhere herein for disclosuredisclission of revenue recognition.
Stock-based compensation

See Notes to Consolidated Condensed Financialnstatis included elsewhere herein for disclosuredislission of stock-based
compensation.

Recent Accounting Pronouncements
See Notes to Consolidated Financial Statementaded elsewhere herein for disclosure and discusgioew accounting standards.

ltem  Quantit ativ e and Qualitative Disclosures About Maket Risk
TA.

We are exposed to market risk related to fluctumtio interest rates and in foreign currency exgbaates.
Interest Rate Exposure

We are not subject to market risk due to fluctuzsim interest rates on our long-term obligatiosishey bear a fixed rate of interest. Our
exposure relates primarily to short-term investraginicluding funds classified as cash equivaleAts.of December 31, 2012, all excess funds
were invested in money market funds and other fitifpliid investments, therefore our interest ratpasure is not considered to be material.

Foreign Currency Exchange Rate Exposure

Our exposure to market risk due to fluctuationfoineign currency exchange rates relates primagilyur activities in Europe and
Japan. Transaction gains or losses resulting f@sh balances and revenues have not been sighificdnre past and we are not currently
engaged in any hedging activity in the Euro, tha ¥eother currencies. Based on our cash balarasevenues derived from markets other
than the United States for the year ended Deceihe&2012, a hypothetical 10% adverse change iEtine or Yen against the U.S. dollar
would not result in a material foreign currency leicge loss. Consequently, we do not expect thatct®ns in the value of such sales
denominated in foreign currencies resulting frorarea sudden or significant fluctuation in foreiguelgange rates would have a direct materia
impact on our financial position, results of openas or cash flows.

Notwithstanding the foregoing, the indirect effetfluctuations in interest rates and foreign coocyeexchange rates could have a materia
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 condiiod results of operations.
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statemen
Report of Independent Registered Public Accountindrirm

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

We have audited the accompanying consolidated balsimeets of Cytori Therapeutics, Inc. and subsedifthe Company) as of December 31
2012 and 2011, and the related consolidated statsmé&operations and comprehensive loss, stockhslléquity (deficit), and cash flows for
each of the years in the three-year period endegi@ber 31, 2012. In connection with our auditsheftonsolidated financial statements, we
have also audited the accompanying schedule o&tialuand qualifying accounts. These consolidaiteehtial statements and financial
statement schedule are the responsibility of the@amy’s management. Our responsibility is to expeesopinion on these consolidated
financial statements and financial statement sdedsaised on our audits.

We conducted our audits in accordance with thedstials of the Public Company Accounting OversighamBioUnited States). Those standard:
require that we plan and perform the audit to abtaasonable assurance about whether the consalifiancial statements are free of mat
misstatement. An audit includes examining, on Blasis, evidence supporting the amounts and digds in the financial statements. An a
also includes assessing the accounting princied and significant estimates made by managenenelaas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetegrferred to above present fairly, in all matenégpects, the financial position of Cytori
Therapeutics, Inc. and subsidiaries as of Dece®be2012 and 2011, and the results of their opmratand their cash flows for each of the
years in the thre-year period ended December 31, 2012, in conformitly U.S. generally accepted accounting principfdso, in our opinion,
the related financial statement schedule, whenidered in relation to the basic consolidated finanstatements taken as a whole, presents
fairly, in all material respects, the informaticet $orth therein.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), Cytori
Therapeutics, Inc. and subsidiaries’ internal adrdwer financial reporting as of December 31, 20i#5ed on criteria establishedmternal
Control — Integrated Framewoiiksued by the Committee of Sponsoring Organizatifriee Treadway Commission (COSO), and our report
dated March 15, 2013 expressed an unqualified opian the effectiveness of the Company'’s interoatml over financial reporting.

/sl KPMG LLP

San Diego, Californi
March 15, 201!
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Report of Independent Registered Public Accountindrirm

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

We have audited Cytori Therapeutics, Inc. and slignses’ (the Company) internal control over finetheeporting as of December 31, 2012,
based on criteria establishedimernal Control — Integrated Framewoigsued by the Committee of Sponsoring Organizatidrise Treadwa’
Commission (COSO). The Compasyhanagement is responsible for maintaining effedtiternal control over financial reporting and floeir
assessment of the effectiveness of internal cootret financial reporting, included in the accomyiag Management’s Report on Internal
Control over Financial Reporting (Item 9A). Ourpessibility is to express an opinion on the Compsumyternal control over financial
reporting based on our audit.

We conducted our audit in accordance with the stedsdof the Public Company Accounting Oversighti8d&/nited States). Those standards
require that we plan and perform the audit to obtaasonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal coraxer financial reporting, assessing the risk
that a material weakness exists, and testing aald@ing the design and operating effectivenesstefnal control based on the assessed risk.
Our audit also included performing such other pdoces as we considered necessary in the circunestave believe that our audit provides a
reasonable basis for our opinion.

A company’s internal control over financial repodiis a process designed to provide reasonableaassuregarding the reliability of financial
reporting and the preparation of financial statetsiéor external purposes in accordance with gelyesatepted accounting principles. A
company’s internal control over financial reportingludes those policies and procedures that (ftajmeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetsafdmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@anith generally accepted accounting
principles, and that receipts and expenditureb®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely detectfainauthorized acquisition, use, or
disposition of the company’s assets that could lzaneterial effect on the financial statements.

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

In our opinion, Cytori Therapeutics, Inc. and sdizies maintained, in all material respects, effecinternal control over financial reporting
as of December 31, 2012, based on criteria estedali;internal Control — Integrated Frameworksued by the Committee of Sponsoring
Organizations of the Treadway Commission.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the consolidated
balance sheets of Cytori Therapeutics, Inc. andidigries as of December 31, 2012 and 2011, ancethted consolidated statements of
operations and comprehensive loss, stockholdetstyeffeficit), and cash flows for each of the year the three-year period ended Decembel
31, 2012, and the related financial statement sdbednd our report dated March 15, 2013 expreasathqualified opinion on those
consolidated financial statements and financidgestant schedule.

/sl KPMG LLP

San Diego, Californi
March 15, 201!
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CYTORI THERAPEUTICS, INC.
CONSOLIDATED BALANCE SHEETS

As of December 31

2012 2011
Assets
Current assett
Cash and cash equivale $ 25,717,00 $ 36,922,00
Accounts receivable, net of reserves of $278,0@Dci$474,000 in 2012 and 2011, respectiy 3,926,001 2,260,001
Inventories, ne 3,175,001 3,318,00!
Other current assets 1,161,00! 837,00(
Total current asse 33,979,00 43,337,00
Property and equipment, r 2,174,001 1,711,001
Restricted cash and cash equivalt 350,00( 350,00t
Investment in joint ventur 85,00( 250,00(
Other asset 2,740,001 1,772,00!
Intangibles, ne — 192,00(
Goodwill 3,922,001 3,922,001
Total assets $ 43,250,00 $ 51,534,00
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable and accrued expel $ 7,411,000 $ 5,334,00
Current portion of lon-term obligations, net of discou 9,784,001 2,487,001
Warrant liability, current 418,00( —
Total current liabilities 17,613,00 7,821,001
Deferred revenues, related pa 638,00( 3,520,001
Deferred revenue 2,635,001 5,244,001
Warrant liability, lon¢-term — 627,00(
Option liability 2,250,001 1,910,001
Long-term deferred rer 756,00( 504,00(
Long-term obligations, net of discount, less curartion 12,903,00 21,962,00
Total liabilities 36,795,00 41,588,00
Commitments and contingenci
Stockholder equity:
Preferred stock, $0.001 par value; 5,000,000 shargwrized; -0- shares issued and outstandin@12 2
and 2011 — —
Common stock, $0.001 par value; 95,000,000 shart®azed; 65,914,050 and 56,594,683 shares iss
and outstanding in 2012 and 2011, respecti 66,00( 57,00(
Additional paic-in capital 281,117,00 252,338,00
Accumulated deficit (274,728,00) (242,449,00)
Total stockholders’ equity 6,455,00! 9,946,001
Total liabilities and stockholders’ equity $ 43,250,00 $ 51,534,00

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

Product revenue:
Related part
Third party

Cost of product revenues
Gross profit

Development revenue
Development, related par
Developmen
Government contracts and other

Operating expense
Research and developme
Sales and marketir
General and administrati\
Change in fair value of warrar
Change in fair value of option liability

Total operating expenses
Operating loss

Other income (expense
Interest income
Interest expens
Other income (expense), r
Equity loss from investment in joint venture

Total other income (expense)
Net loss

Basic and diluted net loss per common share

Basic and diluted weighted average common shares

For the Years Ended December 31

2012 2011 2010

— — 590,00
8,709,001 7,983,001 7,664,001
8,709,001 7,983,001 8,254,001
4,000,001 3,837,001 3,908,001
4,709,00 4,146,00 4,346,001
2,882,001 1,992,001 2,122,001
2,529,001 — —
381,00 21,00 251,00
5,792,001 2,013,001 2,373,001
13,628,00 10,904,00 9,687,001
9,488,000  13,560,00 11,040,00
15,672,00 14,727,00 12,570,00
(209,000  (4,360,00)  (1,285,00)
340,00 740,00 30,00(
38,919,00 35,571,00 32,042,00
(28,418,00)  (29,412,00)  (25,323,00)
4,00( 9,00( 9,00(
(3,386,00) (2,784,000  (2,052,00)
(314,00() (55,00() 23,00(
(165,000) (209,00() (151,000
(3,861,00) (3,039,000  (2,171,00)
(32,279,00)  (32,451,00)  (27,494,00)
(0.55) $ 0.61) $ (0.60)
58,679,68 53,504,03 45,947,96

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESCONSOLIDATED FINANCIAL STATEMENTS
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CYTORI THERAPEUTICS, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY (DE FICIT)

FOR THE YEARS ENDED DECEMBER 31, 2012, 2011 AND 20

Balance at December 31, 20

Stocl-based compensation expel

Issuance of common stock under stock option
Issuance of common stock under stock warrant agra
Sale of common stock, n

Allocation of fair value for del-related warrant

Net loss for the year ended December 31, -

Balance at December 31, 20

Stocl-based compensation expel

Issuance of common stock under stock option
Issuance of common stock under stock warrant agra!
Sale of common stock, n

Allocation of fair value for del-related warrant

Net loss for the year ended December 31, -

Balance at December 31, 20

Stocl-based compensation expel

Issuance of common stock under stock option plah a
employee stock purchase pl

Issuance of common stock under stock warrant agra!
Sale of common stock, n

Net loss for the year ended December 31, -

Balance at December 31, 2012

Additional
Common Stock Paid-in Accumulated
Shares Amount Capital Deficit Total

40,039.25 $ 40,000 $178,806,00 $ (182,504,00) $ (3,658,00)

— — 3,055,001 — 3,055,001
378,70! — 1,393,001 — 1,393,001
2,208,73 2,00 5,733,001 — 5,735,00
9,328,57 10,00  43,553,00 —  43,563,00
— — 279,00( — 279,00(

— — — _ (27,494,00) _ (27,494,00)
51,955,26 52,000 232,819,00  (209,998,00)  22,873,00
— — 3,316,001 — 3,316,00
222,28 — 767,00( — 767,00(
340,87 1,00( 2,081,00 — 2,082,001
4,076,26. 4,000  13,088,00 —  13,092,00
— — 267,00( — 267,00(
— — — _ (32,451,00) _ (32,451,00)
56,594,68 57,000 252,338,00  (242,449,00)  9,946,00
— — 3,904,001 — 3,904,001
450,51 — 1,157,001 — 1,157,001
98,85t — 256,00( — 256,00(
8,770,00 9,000  23,462,00 —  23,471,00

(32,279,00)  (32,279,00)

65,914,05 $ 66,00 $281,117,00 $ (274,728,000 $ 6,455,00i

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

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic
Amortization of deferred financing costs and debtdunt
Increase in allowance for doubtful accou
Change in fair value of warrar
Change in fair value of option liabilit
Stocl-based compensatic
Equity loss from investment in joint ventt
Increases (decreases) in cash caused by changesrating assets and liabilitie
Accounts receivabl
Inventories
Other current asse
Other asset
Accounts payable and accrued expel
Deferred revenues, related pa
Deferred revenue
Long-term deferred rent

Net cash used in operating activities

Cash flows from investing activities:
Purchases of property and equipmr
Cash invested in restricted ce
Investment in joint venture

Net cash used in investing activities
Cash flows from financing activities:
Principal payments on lo-term obligations
Proceeds from lor-term obligations
Debt issuance costs and loan f
Proceeds from exercise of employee stock optiodsaarrants and stock purchase [
Proceeds from sale of common st
Costs from sale of common stock
Net cash provided by financing activities
Net (decrease) increase in cash and cash equis

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

43

For the Years Ended December 31

2012

2011

2010

$ (32,279,00) $ (32,451,00) $ (27,494,00)

933,00 855,00 931,00
930,00 711,00 703,00
144,00 483,00 460,00(
(209,000 (4,360,000  (1,285,00)
340,00 740,00 30,00(
3,904,001 3,316,001 3,055,001
165,00( 209,00 151,00
(1,810,00) (670,000 (902,00
143,00( 60,00 (777,00()
(324,000 (3,000 36,00(
(74,000 (1,206,001 (110,000
1,183,00! (1,436,00)) 811,00
(2,882,00) (1,992,000  (2,122,00)
(2,609,00) 315,00 2,541,001
252,00 106,001 398,00
(32,193,00)  (35,323,00)  (23,574,00)
(1,204,00) (560,000 (610,00()
— — (350,001
— — (330,001
(1,204,00) (560,000 (1,290,001
(2,692,00) (4,529,000  (5,454,00)
— 9,444,000  20,000,00
— (719,000 (559,001)
1,413,001 2,849,001 7,128,001
24,953,00 13,286,00 45,486,00
(1,482,00) (194,000  (1,923,00)
22,192,00 20,137,00 64,678,00
(11,205,00)  (15,746,00)  39,814,00
36,922,00 52,668,00 12,854,00

$ 25717,00 $ 36,922,00 $ 52,668,00
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For the Years Ended December 31

2012 2011 2010
Supplemental disclosure of cash flows information
Cash paid during period fc

Interest $ 2,497,000 $ 2,031,000 $ 1,226,00

Final payment fee on lo-term debt — 419,00( 205,00t
Supplemental schedule of nc-cash investing and financing activities

Fair value of warrants allocated to additional -in capital $ — 3 267,000 $ 279,00(

Additions to fixed assets included in accounts péyand accrued expens — — 481,00(

Capital equipment leas — 79,00( —

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESCONSOLIDATED FINANCIAL STATEMENTS

44




Table of Content

CYTORI THERAPEUTICS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2012

1. Organization and Operations
The Company

Cytori (NASDAQ: CYTX) is developing cell therapiésr cardiovascular disease and for the repair fiftesue injuries and burns.
Cytori's cell therapy utilizes a patient’s own agie derived stem and regenerative cells, uniquaiynized and formulated for specific
therapeutic applications.

Principles of Consolidation

The accompanying consolidated financial statemientade our accounts and those of our subsidiadssignificant intercompany
transactions and balances have been eliminatechagdment evaluates its investments on an individasis for purposes of determining
whether or not consolidation is appropriate. lstamces where we do not demonstrate control thrdagision-making ability and/or a
greater than 50% ownership interest, we accourthforelated investments under the cost or equéitthad, depending upon management’
evaluation of our ability to exercise and retagngiicant influence over the investee. Our investtria the Olympus-Cytori, Inc. joint
venture has been accounted for under the equitiadedf accounting (see note 3 for further details).

We have three subsidiaries located in Japan, Sitetmband India that have been established prignarisupport our sales and marketing
activities in these regions.

Certain Risks and Uncertainties

Our prospects are subject to the risks and unogigaifrequently encountered by companies in thky stages of development and
commercialization, especially those companies fidig evolving and technologically advanced indigstrsuch as the biotech/medical
device field. Our future viability largely dependis our ability to complete development of new pratdwand receive regulatory approvals
for those products. No assurance can be giverotiratew products will be successfully developedulatory approvals will be granted,
acceptance of these products will be achieved.dBwelopment of medical devices for specific thetdipeapplications is subject to a
number of risks, including research, regulatory aratketing risks. There can be no assurance thiatemelopment stage products will
overcome these hurdles and become commerciallyevaatizl/or gain commercial acceptance.

Capital Availability

We incurred net losses of $32,279,000, $32,451a0@0$27,494,000 for the years ended December 32,2011 and 2010,
respectively. We have an accumulated deficit af4$228,000 as of December 31, 2012. Additionally have used net cash of
$32,193,000, $35,323,000 and $23,574,000 to fundperating activities for years ended Decembe2812, 2011 and 2010,
respectively. To date, these operating losses have been fundedrny from outside sources of invested capitad gnoss profits. During
2012, we expanded our commercialization activitiéie simultaneously pursuing available financiogises to support operations and
growth.

We have had, and we will likely continue to hawe pagoing need to raise additional cash from oatswlirces to fund our future
operations. We believe we have sufficient caslua operations into the third quarter of 2013, ethincludes minimum liquidity
requirements of the Amended and Restated Loan eadri8/ Agreement, which requires that we makegipial payments of $825,000 per
month along with accrued interest throughout 20i@aaintain at least three months of cash on hémdrder to fund operations and our
continued commercialization efforts through thetrteselve months, we are pursuing additional fundimgugh either strategic corporate
partnerships, debt restructuring or future issuamdéequity or debt securities in addition to ovwss profits. We have an established
history of raising capital through all these platfig, and are currently involved in negotiationswitultiple parties. In the absence of
sufficient positive cash flows from operations,assurance can be given that we can generate suffigivenue to cover operating costs o
that additional financing will be available to usdaif available, on terms acceptable to us inftiere.
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Without this additional capital, cash generateanfales and containment of costs will not providecuate funding indefinitely at their
current levels. If we cannot raise sufficient ¢alpiwe would need to reduce our research, devedopnand administrative operations,
including reductions of our employee base and #ferdal of ongoing development projects, to fodnsost entirely on the supply of
current products to existing distribution chanraisl our thermal burn contract arrangement with BAR[As a result, such reductions
would negatively affect our ability to achieve @@ntother corporate goals.

2. Summary of Significant Accounting Policies
Use of Estimates

The preparation of consolidated financial stateséntonformity with U.S. generally accepted acamgprinciples requires management
to make estimates and assumptions affecting th@tepamounts of assets and liabilities and discsf contingent assets and liabilities
at the date of the financial statements, and therted amounts of revenue and expenses duringgogting period. Our most significant
estimates and critical accounting policies invalreognizing revenue, valuing our put option arranget with Olympus Corporation,
valuing warrants, determining the assumptions us@deasuring share-based compensation expenseaaridg/allowances for doubtful
accounts and inventories.

Actual results could differ from these estimatesnsigement’s estimates and assumptions are reviegathrly, and the effects of
revisions are reflected in the consolidated finahsfatements in the periods they are determinée toecessary.

Cash and Cash Equivalents

We consider all highly liquid investments with néties of three months or less at the time of pasghto be cash equivalents. Investment
with original maturities of three months or lesattivere included with and classified as cash ast eguivalents totaled $6,145,000 and
$30,646,000 as of December 31, 2012 and 2011,cteply. \We maintain our cash at insured finanmatitutions. The combined
account balances at each institution periodicaibeed FDIC insurance coverage, and as a resulg i@ concentration of credit risk
related to amounts in excess of FDIC limits.

Short-term Investments

We invest excess cash in money market funds, higiid debt instruments of financial institutioasd corporations with strong credit
ratings, and in United States government obligatiée have established guidelines relative to difieation and maturities to maintain
safety and liquidity. These guidelines are perialiiycreviewed and modified to take advantage afdeein yields and interest rates. After
considering current market conditions, and in otdaninimize our risk, management has electedweshall excess funds in money
market funds and other highly liquid investmentst tre appropriately classified as cash equivakentsf December 31, 2012 and
December 31, 2011.

Restricted Cash and Cash Equivalents

Restricted cash consists of cash and cash equisdield in a letter of credit account pursuant kesse agreement entered into on April 2,
2010 (amended November 4, 2011) for leasing ofgntgpat 3020 and 3030 Callan Road, San Diego, @ald. The lease agreement
required us to execute a letter of credit for $860,naming the landlord as a beneficiary. Thedetteredit was issued in July 2010 and
required us to maintain $350,000 as restricted tastihe duration of the lease, which expires Oetdti, 2017.

Accounts Receivable

Accounts receivable are recorded at the invoicedusmtand do not bear interest. Amounts collectedamounts receivable are included in
net cash provided by operating activities in thesmidated statements of cash flows. The Comparigtaias an allowance for doubtful
accounts for estimated losses inherent in its adsaeceivable portfolio. In establishing the regdiallowance, management considers
historical losses adjusted to take into accountecuimarket conditions and our customers’ financtaldition, the amount of receivables in
dispute, and the current receivables aging anégotipayment patterns. Account balances are chaffjegainst the allowance after all
means of collection have been exhausted and tleafaltfor recovery is considered remote.
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Inventories

Inventories include the cost of material, laboid amerhead, and are stated at the lower of costrdaed on the first-in, first-out (FIFO)
method, or market. We periodically evaluate owhand stock and make appropriate provisions forsiogk deemed excess or
obsolete. Manufacturing costs resulting from lothan “normal” production levels are expensed aarired.

Property and Equipment

Property and equipment are stated at cost, netoofnaulated depreciation. Depreciation expense, winicdudes the amortization of
capitalized leasehold improvements, is providedfoa straight-line basis over the estimated udiefes of the assets, or the life of the
lease, whichever is shorter, and range from thodive years. When assets are sold or otherwigmded of, the cost and related
accumulated depreciation are removed from the ats@nd the resulting gain or loss is includedparations. Maintenance and repairs
are charged to operations as incurred.

Impairment

We assess certain of our long-lived assets, suphogerty and equipment and intangible assets dtlaer goodwill, for potential
impairment when there is a change in circumstati@sndicates carrying values of assets may noebeverable. Such long-lived assets
are deemed to be impaired when the undiscountddficags expected to be generated by the asseséat group) are less than the asset'’s
carrying amount. Any required impairment loss wooédmeasured as the amount by which the assetisr@arvalue exceeds its fair value,
and would be recorded as a reduction in the cagryalue of the related asset and a charge to apgmtpense. We recognized no
impairment losses during any of the periods preskimt these financial statements.

Goodwill and Intangibles

Goodwill is reviewed for impairment annually or radrequently when events or changes in circumstaimehicate that fair value of the
reporting unit has been reduced to less than ityiog value. We perform our impairment test anhuduring the fourth quarter. In
September 2011, the FASB issued revised guidansiengify how entities test goodwill for impairmemdnder the revised guidance,
entities have the option to first assess qualigafiactors to determine whether it is more likelgrtinot that the fair value of a reporting unit
is less than its carrying amount as a basis fardehing whether it is necessary to perform the-siep goodwill impairment test descril
in Accounting Standards Codification Topic 350.lfier assessing qualitative factors, an entitgmeines it is not more likely than not t
the fair value of a reporting unit is less tharcisrying amount, then performing the two-step impant test is unnecessary. If deemed
necessary, a two-step test is used to identifypttential impairment and to measure the amounbotlgill impairment, if any. The first
step is to compare the fair value of the reporting with its carrying amount, including goodwilf.the fair value of the reporting unit
exceeds its carrying amount, goodwill is consideretimpaired; otherwise, there is an indicatiost ipoodwill may be impaired and the
amount of the loss, if any, is measured by perfogsitep two. Under step two, the impairment Idsany, is measured by comparing the
implied fair value of the reporting unit goodwilithy the carrying amount of goodwill. We completbd assessment as of November 30,
2012, and concluded that no impairment existed.

Separable intangible assets that have finite usighd continue to be amortized over their respectiseful lives. Intangibles, consisting of

patents and core technology purchased in the atignisf StemSource, Inc. in 2002, were amortizachastraight-line basis over their
expected useful lives of ten years, and are fultpdized as of December 31, 2012.
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The changes in the carrying amounts of other inéitefeind finitelife intangible assets and goodwill for the yearded December 31, 20
and 2011 are as follows:

December 31, 201

Other intangibles, ne

Beginning balanc $ 192,00(
Amortization (192,000

Ending balance —

Goodwill, net:

Beginning balanc 3,922,001

Increase (decrease) —
Ending balance 3,922,00i
Total goodwill and other intangibles, net $ 3,922,00i
Cumulative amortization of other intangible assets $ 2,216,000

December 31, 201

Other intangibles, ne

Beginning balanc $ 413,00(
Amortization (221,000
Ending balance 192,00(
Goodwill, net:
Beginning balanc 3,922,001
Increase (decrease) —
Ending balance 3,922,00i
Total goodwill and other intangibles, net $ 4,114,00
Cumulative amortization of other intangible assets $ 2,024,001

Warrant Liability

Warrants with exercise price reset features (doovmd protection) are accounted for as liabilitiggh changes in fair value included in
net loss. The fair value of the liability assoethtvith the warrants with this reset feature desgdao $418,000 as of December 31, 2012
and $209,000, $4,360,000 and $1,285,000 in gaims the change in fair value of warrants were reedtr the years ended December
31, 2012, 2011 and 2010, respectively.

All future changes in the fair value of the warsaate recognized currently in earnings until surcke tas the warrants are exercised or
expire in August 2013. These warrants are not trawl@n active securities market, and as such,stimated the fair value of these
warrants using an option pricing model with thddaing assumptions:

As of As of
December 31, 201 December 31, 201
Expected tern 0.61 year: 1.61 year:
Common stock market pric $ 280 $ 2.2C
Risk-free interest rat 0.11% 0.1¢%
Expected volatility 73.88% 69.98%
Resulting fair value (per warrar $ 020 $ 0.32

Expected volatility is based primarily on histotiealatility. Historical volatility was computed irgy daily pricing observations for recent
periods that correspond to the expected term ofviireants. We believe this method produces an agtithat is representative of our
expectations of future volatility over the expectern of these warrants. We currently have no reé&sbelieve future volatility over the
expected remaining life of these warrants is likelgiffer materially from historical volatility. fie expected life is based on the remaining
contractual term of the warrants. The risk-freeriest rate is the interest rate for treasury comsteturity instruments published by the
Federal Reserve Board that is closest to the egpgeetm of the warrants. The fair value of theseravds also incorporates our
assumptions about future equity issuances andithpact to the down-round protection feature.
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Fluctuations in the fair value of the warrants iampacted by unobservable inputs, most significatiteyassumption with regards to future
equity issuances and its impact to the down-rounteption feature. Significant increases (decragsetis input in isolation would result
in a significantly higher (lower) fair value measment.

Revenue Recognition
Product Sales

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

For all sales, we use a binding purchase ordersiggreed agreement as evidence of an arrangemevenie for these product sales is
recognized upon delivery to the customer, as slitlsrand rewards of ownership have been substantiagisferred to the customer at that
point. For sales to customers who arrange formadage the shipping process, we recognize revgmueshipment from our facilities.
Shipping and handling costs that are billed toaustomers are classified as revenue. The custsmkligation to pay and the payment
terms are set at the time of delivery and are epeddent on the subsequent use or resale of oduqiso

For sales that include multiple deliverables, saglsales of our StemSource® Cell Bank (cell bamk)account for products or services
(deliverables) separately rather than as a comhinéd Stem cell banks typically consist of a cdewparray of equipment, proprietary
knowledge, license rights, and services, including or more StemSource® devices, a cryogenic fregmasuring and monitoring
equipment, and a database patient tracking systeaaldition, we typically provide consulting, inb&ion, and training services. Web
hosting, technical support and maintenance sergiegenerally provided for a period of up to orarysubsequent to the date of

sale. FASB authoritative guidance requires anuataln of these deliverables to determine the gppate “units of accounting” for
purposes of revenue recognition. Each cell barkiséomized to provide the best solution for thet@mer. Depending on customers’
needs, all or combination of the following unitsaaicounting will apply to cell bank transactions:

« initial consulting services;

« license rights and standard operating procedures;
« equipment and supplies;

« installation services;

« training services;

« database hosting services;

« technical support services; and

« Mmaintenance services.

FASB authoritative guidance establishes a sellimgephierarchy for determining the selling priceaodeliverable, which is based on: (a)
vendor-specific objective evidence (“WSOE"); (b)rthparty evidence (“TPE"); or (c) management esti@s. This guidance requires
arrangement consideration to be allocated at tepition of the arrangement to all deliverables gigie relative selling price method. For
our cell bank sales, we establish relative seltiriges for all deliverables based on vendor-spedjfiotes for comparable services when
available. In the absence of VSOE, we use congpstiproducts or services considered largely iftangeable with our own or
managemens$ best estimate. Revenue allocated to each uaitasfunting is calculated and recognized baseti®retative selling price
each deliverable. Future services such as welnigcstd ongoing maintenance are deferred and réoedjmto income as the services are
provided, generally over one year following thetafiation of the equipment.

Concentration of Significant Customers & GeographBales
For the year ended December 31, 2012, our salesaoscentrated with respect to one direct custowlgich comprised 12% of our

product revenue recognized. Two direct customedsome distributor accounted for 39% of total ansling accounts receivable as of
December 31, 2012.
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For the year ended December 31, 2011, our salesaescentrated with respect to one direct custowlgich comprised 14% of our
product revenue recognized. Two direct customessunted for 27% of total outstanding accountsivetéde as of December 31, 2011.

Product revenues, classified by geographic lonatice as follows:

Years ended

2012 2011 2010

Product % of Product % of Product % of

Revenue:! Total Revenue:! Total Revenue: Total
North America $ 1,143,00 13% $ 1,347,00 17% $ 1,784,001 21%
Japar 4,352,001 5C% 3,202,001 40% 4,257,001 52%
Europe 2,004,001 23% 1,973,00! 25% 1,640,00! 20%
Other countries 1,210,00! 14% 1,461,00! 18% 573,00( 7%
Total product revenues $ 8,709,000 10(% $ 7,983,00 10(% $ 8,254,00 100%

Research and Development

We earn revenue for performing tasks under resemrdidevelopment agreements with both commerctatgmses, such as Olympus and
Senko, and governmental agencies like the U.S. firapat of Health and Human Service’s Biomedical anleed Research and
Development Authority (BARDA). Revenue earned urdiievelopment agreements is classified as eitlseareh grant or development
revenues depending on the nature of the arrangenRtenues derived from reimbursement of direttobypocket expenses for research
costs associated with government contracts arededas government contract and other within dgretnt revenues. Government
contract revenue is recorded at the gross amouheakimbursement. The costs associated witle ttesbursements are reflected as a
component of research and development expense statements of operations. Additionally, reseancti development arrangements we
have with commercial enterprises such as OlympdsSamko are considered a key component of ouralearid ongoing

operations. Accordingly, when recognized, theow# from such arrangements are presented as ressenaer statements of operations.

In the third quarter of 2012, we were awarded dreghto develop a new countermeasure for thermaldvalued at up to $106 million
with BARDA. The initial base period includes $4.7limn over two years and covers preclinical resbaand continued development of
Cytori’'s Celution®system to improve cell processing. The additiomaltiact options, if fully executed, cover cliniclEvelopment throuc
FDA approval under a device-based PMA regulatotinway. This is a cost reimbursement contract atedae government contract
revenue was recorded at the gross amount of resament starting in the fourth quarter of 2012.

We received funds from Olympus and Olympus-Cyto, during 2005 and 2006. We recorded upfroes fiotaling $28,311,000 as
deferred revenues, related party. In exchangthfsme proceeds, we agreed to (a) provide OlympusrCinc. an exclusive and perpetual
license to our Celution® System device technology eertain related intellectual property, and (fmvle future development
contributions related to commercializing the Celo® System platform. The license and developmentices are not separable and as a
result the recognition of this deferred amount nexguachievement of service related milestoneseuagroportional performance
methodology. If and as such revenues are recoginilegerred revenue will be decreased. Propottiseidormance methodology was
elected due to the nature of our development otidiga and efforts in support of the Joint Ventdt®/(), including product development
activities and regulatory efforts to support thenoeercialization of the JV products. The applicatidnhis methodology uses the
achievement of R&D milestones as outputs of vatutaé JV. We received up-front, non-refundablenpayts in connection with these
development obligations, which we have broken dovm specific R&D milestones that are definable andstantive in nature, and which
will result in value to the JV when achieved. As cesearch and development efforts progress, wedieally evaluate, and modify if
necessary, the milestone points in our proportipeaiormance model to ensure that revenue recogréitcurately reflects our best
estimate of substantive value deliverable to the Révenue will be recognized as the above mendidt&D milestones are completed.
During the year ended December 31, 2012, we rezedrt,882,000 of revenue associated with our aeraegt with Olympus as a result
of two milestones for the APOLLO and PRECISE clatitials that were reached upon the completioallgbatient follow up procedures
and recognition of a regulatory milestone triggempon us obtaining Class | Device Clearance fduti@m® and a number of our other
products in Japan. During the year ended Decenthe2@.1, we recognized $1,992,000 of revenue assacwvith our arrangements with
Olympus as a result of achieving a product develgrand a regulatory milestone related to the pidymtion development of the next-
generation Celution® One System. During the yeded December 31, 2010, we recognized $2,122,008vehue associated with our
arrangements with Olympus as a result of achietirmgmilestones, one in product development, andatineal milestone related to the
assessment of trial outcomes at 6 months in on@wtardiac trials. All related development casts expensed as incurred and are
included in research and development expense ostat@ments of operations. To date under the actiof the $28,311,000 originally
deferred, we have recognized a total of $27,673tbBflgh December 31, 2012.
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Warranty

Beginning in March 2008, we began sales and shipsrafrour Celution® 800/CRS System to the Europmah Asia-Pacific
reconstructive surgery market. In September 2@@8completed installation of our first StemSourde@l Bank. We are selling medical
device equipment for use with humans, which isettied to exhaustive and highly controlled spedificacompliance and fitness testing
and validation procedures before it can be appréeesale to help ensure that the products wilirbe of defects. We believe that the
rigorous nature of the testing and compliance &ffserves to minimize the likelihood of defectsriaterial or workmanship such that
recognition of a warranty obligation is not justii at this time. Accordingly, we have not recordesglarranty reserve for our Celution®
800/CRS System and StemSource® Cell Bank produetduring the years ended December 31, 2012, 204 P@10.

Research and Development

Research and development expenditures, which argett to operations in the period incurred, inclodsts associated with the design,
development, testing and enhancement of our preduegulatory fees, the purchase of laboratory lgeg@mnd pre-clinical and clinical
studies as well as salaries and benefits for meaieh and development employees.

Also included in research and development experaditare costs incurred to support government ctinteambursement and costs
incurred in connection with our development arrangets with Olympus and Senko.

Expenditures related to the Joint Venture with Qduminclude costs that are necessary to suppocotienercialization of future
generation devices based on our Celution® Systatfiopin. These development activities, which begeNdvember 2005, include
performing pre-clinical and clinical trials, seegiregulatory approval, and performing product depeient related to therapeutic
applications for adipose stem and regenerative éalimultiple large markets. For the years endeddinber 31, 2012, 2011 and 2010,
costs associated with the development of the devére $219,000, $396,000 and $2,221,000, respéctive

Our government contract with BARDA to develop a remntermeasure for thermal burns entitles us &dif§ing expenditures of up to
$4.7 million during the initial base period. Weimred $331,000 in qualified expenses for the yealed December 31, 2012. There were
no comparable expenditures in 2011 and 2010.

Deferred Financing Costs and Other Debt-Related Cds

Deferred financing costs are capitalized and ammedtio interest expense over the term of the astsacdebt instrument. We evaluate the
terms of the debt instruments to determine if anpedded or freestanding derivatives or conver®atures exist. We allocate the
aggregate proceeds of the debt between the waaadtéhe debt based on their relative fair valuHse fair value of the warrant issued to
the Lenders was calculated utilizing the Black-3ek@ption pricing model. We are accreting the ltastidiscount over the term of the
debt through maturity date using the effectivenesé method. If the maturity of the debt is aced because of default or early debt
repayment, then the amortization or accretion wheadccelerated.

Income Taxes

Income taxes are accounted for under the assdiadnility method. Deferred tax assets and lialgifitare recognized for the future tax
consequences attributable to differences betwe=firthncial statement carrying amounts of existingets and liabilities and their
respective tax bases and operating loss and tdik caary forwards. Deferred tax assets and litdbdl are measured using enacted tax |
expected to apply to taxable income (loss) in thary in which those temporary differences are grpeo be recovered or settled. Due to
our history of loss, a full valuation allowance wasognized against our deferred tax assets.
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Stock Based Compensation

We recognize the fair value method of all sharestlgsmyment awards in our statements of operatie@istbe requisite vesting period of
each award. We estimate the fair value of thesiermpusing the Black-Scholes option pricing magghg assumptions for expected
volatility, expected term, and risk-free interestier Expected volatility is based primarily ontbigcal volatility and is computed using
daily pricing observations for recent periods ttatrespond to the expected term of the options.eMpected life is based on the expected
term of the options. The ridkee interest rate is the interest rate for treamstruments with maturities that approximate elxpected tern

Segment Information

For the years ended December 31, 2012, 2011 artj aDDf our financial results relate to regeneeatell technology, therefore we
report our results as a single segment.

Loss Per Share

Basic per share data is computed by dividing negrime or loss applicable to common stockholdersbynteighted average number of
common shares outstanding during the period. Dilper share data is computed by dividing net incomess applicable to common
stockholders by the weighted average number of comshares outstanding during the period increasétttude, if dilutive, the number
of additional common shares that would have bed¢standing as calculated using the treasury stodkade Potential common shares w
related entirely to outstanding but unexercisedoogtand warrants for all periods presented.

We have excluded all potentially dilutive secustiancluding unvested performance-based restritigek, from the calculation of diluted
loss per share attributable to common stockholiterthe years ended December 31, 2012, 2011, abd, 2@ their inclusion would be
antidilutive. Potentially dilutive common shareskided from the calculations of diluted loss peare were 17,426,976, 19,476,425 and
18,926,093 for the years ended December 31, 2@12, &nd 2010, respectively.

Recently Adopted Accounting Pronouncements

In May 2011, the FASB revised the fair value measwent and disclosure requirements to align theireapents under GAAP a
International Financial Reporting Standards (“IFRShe guidance clarifies the FASBIntent about the application of existing fairus
measurements and requires enhanced disclosuressigiigicantly related to unobservable inputs used fair value measurement the
categorized within Level 3 of the fair value hietay. The guidance is effective prospectively dutimgrim and annual periods beginn
after December 15, 2011. The adoption of this guidadid not have a material impact on our constdiifinancial statements.

3. Transactions with Olympus Corporation
Initial Investment by Olympus Corporation in Cytori

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

in cash proceeds. Under the Purchase Agreemerigsswed 1,100,000 shares of common stock to Olympuaddition, we also granted
Olympus an immediately exercisable option to aagi200,000 shares of our common stock at $10h@eeswhich expired on December
31, 2006. Before its expiration, we accountedf@s option as a liability.

The $11,000,000 in total proceeds we receivederstttond quarter of 2005 exceeded the sum ofg(inthrket value of our stock as wel
(ii) the fair value of the option at the time weened into the share purchase agreement. The 0@l difference between the proceeds
received and the fair values of our common stoakaption liability is recorded as a component deded revenues, related party in the
accompanying consolidated balance sheets. THeyelifce was recorded as deferred revenue sincegptually, the excess proceeds
represent a prepayment for future contributionsabiyations of Cytori for the benefit of the JoWénture (see below), rather than an
additional equity investment in Cytori. The recitigm of this deferred amount is based on achieveroérelated milestones, under a
proportional performance methodology. As suchmeres are recognized, deferred revenue is redueech(ge 2 — Revenue Recognition).
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As of December 31, 2012, Olympus holds approxingee€d9% (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 Vekgreements”) 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 @ dbint Venture. Moreover, Olympus simultaneoesitered into a
License/Joint Development Agreement with the Jgiemture and us to develop a second generation cocrahsystem and
manufacturing capabilitie:

» We licensed our Celution®ystem device technology and certain related gxtalal property, to the Joint Venture for use iturfe
generation devices. These devices will processarifly regenerative cells residing in adiposeuesor various therapeutic
clinical applications. In exchange for this licens/e received a 50% interest in the Joint Ventaseayell as an initial $11,000,0
payment from the Joint Venture; the source of plaigment was the $30,000,000 contributed to thet 3@nture by
Olympus. Moreover, upon receipt of a CE mark Far €elution® 600 in January 2006, we received alitiadal $11,000,000
development milestone payment from the Joint Ven

We have determined that the Joint Venture is aabéiinterest entity (VIE), but that Cytori is nibe VIE's primary

beneficiary. Accordingly, we have accounted for interests in the Joint Venture using the equigthod of accounting, since we can
have significant influence over the Joint Ventumg&rations. At December 31, 2012, the carryidgevaf our investment in the Joint
Venture is $85,000.

We are under no obligation to provide additionadung to the Joint Venture, but may choose to doWe contributed $330,000 during
2010. The Company made no contributions during20id 2011.

Put Option

The Shareholders’ Agreement between Cytori and @igprovides that in certain specified circumstarafénsolvency or if we
experience a change in control, Olympus will hawerights to (i) repurchase our interests in thietdéenture at the fair value of such
interests or (ii) sell its own interests in thenldYenture to Cytori at the higher of (a) $22,0Q@ @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 312 20d 2011, the fair value of the
Put was $2,250,000 and $1,910,000, respectivdlyctirations in the Put value are recorded in thesotidated statements of operations a
a component of change in fair value of option litibs. The fair value of the Put has been recoraed long-term liability in the caption
option liability in our consolidated balance sheets

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

valuations are based on assumptions as of theti@iugate with regard to the market value of Cy#ordl the estimated fair value of the
Joint Venture, the expected correlation betweervéthees of Cytori and the Joint Venture, the expeatolatility of Cytori and the Joint

Venture, the bankruptcy recovery rate for Cytdre bankruptcy threshold for Cytori, the probabibifya change of control event for Cyti
and the risk free interest rate. Assumptions aftddenture fair value and its statistical corradatto Cytori’s fair value are judgmental a
require consideration of factors such as futurelpco mix and sales opportunities, strategic initegt, and directional expectations of both
Olympus and Cytori.
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The following assumptions were employed in estintathe value of the Put:

December 31, 201 December 31, 201 November 4, 200

Expected volatility of Cytor 79.4% 76.01% 63.2(%
Expected volatility of the Joint Ventu 79.4(% 76.01% 69.1(%
Bankruptcy recovery rate for Cytc 28.0(% 28.0(% 21.0%
Bankruptcy threshold for Cyto $ 12,622,00 $ 8,594,000 $ 10,780,00
Probability of a change of control event for Cy! 1.54% 3.3 % 3.04%
Expected correlation between fair values of Cyamid the

Joint Venture in the futur 46.0(% 99.0(% 99.0(%
Risk free interest rai 1.7¢% 1.8<% 4.66%

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

Fluctuations in the fair value of the Put are impddy unobservable inputs, most significantlyféievalue of Cytori and the Joint
Venture and the bankruptcy threshold for Cytoren€rally, a change in the assumption used forainezélue of Cytori is accompanied by
a directionally opposite change in the fair valfithe Put, whereas a change in assumption usdtiddrankruptcy threshold for Cytori is
accompanied by a directionally similar change mftir value of the Put.

Olympus-Cytori Joint Venture

The Joint Venture has exclusive access to our ©al@tSystem device technology for the developmeratnufacture, and supply of such
systems to us. Once the second generation Cetuttystem is developed and approved by regulatoenegs, the Joint Venture will
exclusively supply us with these systems at a féarbased transfer price. We have retained all etany rights (subject to our various
distribution arrangements) to sell the Celution®t®yn devices for all therapeutic applications dpaske regenerative cells.

In August 2007, we entered into a License and Rgysejreement with the Joint Venture. This Royalyreement provides us the ability
to commercialize the Celution® System platform ieathan we could have otherwise done so undetetimes of the Joint Venture
Agreements. The Royalty Agreement enables Cybamanufacture the Cytori systems, including Ceh@@00/CRS, until such time as
the Joint Venture’s products are commercially adé, subject to a reasonable royalty that wilpagable to the Joint Venture for all such
sales. In November 2007, we amended our Licensef@ocial Agreement with the Joint Venture to previle continuance of our right
to early commercialization on substantially the ederms after the three year term of the LicenseRuoyalty agreement. During the ye
ended December 31, 2012, 2011 and 2010, in commegith our sales of our Celution® 800/CRS Systeodpcts to the European and
Asia-Pacific reconstructive surgery market, we med approximately $232,000, $166,000 and $253,@8pectively, in royalty cost
related to our agreement with the Joint Venturbis Tost is included as a component of cost of ygbkevenues in our consolidated
statements of operations.

During the fourth quarter of 2010, partial devel@mnhwas completed on the Joint Venture’'s Celuti@y®tem to be used for research
purposes only. Although not yet available for coenomal sale, the Joint Venture sold systems to i€{gee product revenue and cost of
product revenue below) for use in the ATHENA claditrial.

Deferred revenues, related party

As of December 31, 2012, the deferred revenuestectparty 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 Ventuesglany amounts that we have
recognized as revenues in accordance with our tevestognition policies set out in note 2). Thesetributions include product
development, regulatory approvals, and generaipciated pre-clinical and clinical trials to suppible commercialization of the
Celution® System platform. Our obligations alsolimle maintaining the exclusive and perpetual Besto our device technology,
including the Celution® System platform and certalated intellectual property.
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Condensed financial information for the Joint Veat(Unaudited)
A summary of the unaudited condensed financialrmfdion for the Joint Venture as of December 31,228nd 2011 and for the years
ended December 31, 2012, 2011 and 2010 and reiatiucilof net income (loss) of the joint ventureQgtori's equity loss from

investment in joint venture is as follows:

December 31, 201 December 31, 201

(Unaudited) (Unaudited)
Balance Sheet:
Assets:
Cash $ 64,00( $ 69,00(
Amounts due from related pal 160,00( 104,00(
Prepaid insuranc — 19,00(
Computer equipment and software, net 566,00( 797,00(
Total assets $ 790,00( $ 989,00(
Liabilities and Stockholde’ Equity:
Accrued expense $ 9,00( $ 48,00(
Amounts due to related pal 9,00( 95,00(
Stockholders’ equity 772,00( 846,00(
Total liabilities and stockholders’ equity $ 790,000 $ 989,00(

Years ended December 31,

2012 2011 2010
Statements of Operations (Unaudited) (Unaudited) (Unaudited)
Product revenu $ 972,000 $ 90,00C $  458,00(
Cost of product revenue 892,00( 87,00( 458,00(
Gross profit 80,00( 3,00( —
Royalty revenus 232,00( 166,00( 253,00(
Operating expense
Research and developmt — — 14,00(
General and administrativ
Accounting and other corporate servi 96,00( 164,00( 88,00(
Regulatory and quality system servi 48,00( 145,00( 135,00(
Depreciation expense for tooling equipm 231,00( 230,00( 130,00(
Other 11,00( 23,00( 33,00(
Operating expenses 386,00( 562,00( 400,00(
Operating loss (74,000 (393,000 (147,000
Other income (expense
Interest income — — 1,00(
Net loss $ (74,000 $ (393,000 $ (146,000
Reconciliation of net loss to equity loss from inv@ment in joint venture
Net loss $ (74,000 $ (393,000 $ (146,000
Intercompany eliminations 256,00( 25,00( 156,00(
Net loss after intercompany eliminatic (330,000 (418,000 (302,000
Cytori's percentage of interest in joint venture 50% 50% 50%
Cytori’s equity loss from investment in joint
venture $ (165000 $ (209,000 $ (151,000
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4. Fair Value Measurements
Fair value measurements are market-based measusemenentity-specific measurements. Therefaie value measurements are
determined based on the assumptions that markiitipants would use in pricing the asset or lidpiliWe follow a three-level hierarchy

to prioritize the inputs used in the valuation t&icjues to derive fair values. The basis for failue measurements for each level within th
hierarchy is described below:

» Level 1: Quoted prices in active markets fanitical assets or liabilities.

» Level 2: Quoted prices for similar assets abilities in active markets; quoted prices for itiead or similar instruments in marke
that are not active; and model-derived valuationshich all significant inputs are observable itivaemarkets.

* Level 3: Valuations derived from valuation tefues in which one or more significant inputs amebservable in active markets.

The following table provides a summary of the retiagd assets and liabilities that we measure avéie on a recurring basis:

Balance as of Basis of Fair Value Measurements
December 31, 201 Level 1 Level 2 Level 3
Assets:
Cash equivalent $ 6,145,000 $ 6,145,000 $ — 3 —
Liabilities:
Put option liability $ (2,250,00) $ — $ — $ (2,250,001
Warrant liability $ (418,000 $ — $ — $ (418,000
Balance as o Basis of Fair Value Measurement:
December 31, 201 Level 1 Level 2 Level 3
Assets:
Cash equivalent $ 30,646,000 $ 30,646,00 $ — 3 —
Liabilities:
Put option liability $ (1,910,00) $ — $ — $ (1,910,00)
Warrant liability $ (627,000 $ — $ — $ (627,000

We use quoted market prices to determine the #direvof our cash equivalents, which consist of nganarket funds and therefore these
are classified in Level 1 of the fair value hietarc

We value our put liability (see note 3) using atiappricing theory based simulation analysis (ikeMonte Carlo simulation).

The following table summarizes the change in owrel8 put option liability value:

Year ended Year ended
Put option liability December 31, 201 December 31, 201
Beginning balanc $ (1,910,00) $ (2,170,001
Decrease (increase) in fair value recognized eratng expenses (340,000 (740,000
Ending balance $ (2,250,000 $ (1,910,001

Common stock purchase warrants issued in conneafitbrour August 2008 private equity placement dbtnade in an active securities
market, and as such, we estimate the fair valdkasie warrants using the option pricing model. &ofrthe significant inputs are
observable in active markets, such as common stacket price, volatility, and risk free rate. Thaé value of these warrants also
incorporate our assumptions about future equityaisses and their impact to the dovennd protection feature. Because some of the §

to our valuation model are either not observablateg prices or are not derived principally froncorroborated by observable market dat:
by correlation or other means, the warrant liapiktclassified as Level 3 in the fair value hietgy.
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The following table summarizes the change in owel& warrant liability value:

Year ended Year ended
Warrant liability December 31, 201 December 31, 201
Beginning balanc $ (627,000 $ (4,987,00i)
Decrease (increase) in fair value recognized erating expenses 209,00( 4,360,00!
Ending balance $ (418,000 $ (627,00()

No other assets or liabilities are measured awdlire on a recurring basis, or have been measurfad value on a non-recurring basis
subsequent to initial recognition, on the accompangonsolidated balance sheet as of December(@Z2,. 2

5. Fair Value
Financial Instruments

We disclose fair value information about all fineénstruments, whether or not recognized in thkbce sheet, for which it is practicable
to estimate fair value. The disclosures of estioh&é value of financial instruments at Decembgr 3012 and 2011, were determined
using available market information and appropnatiiation methods. Considerable judgment is necgssanterpret market data and
develop estimated fair value. The use of differaatket assumptions or estimation methods may hawaterial effect on the estimated
value amounts.

The carrying amounts for cash and cash equivalaotgunts receivable, inventories, other curresgtas accounts payable, accrued
expenses and other liabilities approximate faiugalue to the short-term nature of these instrusnent

We utilize quoted market prices to estimate theviaiue of our fixed rate debt, when availablegubted market prices are not available,
we calculate the fair value of our fixed rate de#¢ed on a currently available market rate assuthm¢pans are outstanding through
maturity and considering the collateral. In deterimg the current market rate for fixed rate debhaket spread is added to the quoted
yields on federal government treasury securitigh similar terms to the debt.

At December 31, 2012 and 2011, the aggregate dhiievand the carrying value of the Company’s fireé long-term debt were as

follows:
December 31, 201 December 31, 201
Fair Value Carrying Value Fair Value Carrying Value
Fixed rate lon-term debr $ 22,425,000 $ 22,608,000 $ 24,211,00 $ 24,341,00

The fair value of debt is classified as Level 3ha fair value hierarchy as some of the inputsuiovaluation model are either not
observable quoted prices or are not derived pratigifrom or corroborated by observable market dgtaorrelation or other means.

Carrying value is net of debt discount of $917,86d $1,847,000 as of December 31, 2012 and 204decévely.
Nonfinancial Assets and Liabilities

We apply fair value techniques on a non-recurriagidassociated with: (1) valuing potential imp&nilosses related to goodwill which
are accounted for pursuant to the authoritative@uie for intangibles—goodwill and other; and (@Juing potential impairment losses
related to long-lived assets which are accountegdiosuant to the authoritative guidance for propgalant and equipment.

All of our goodwill is associated with regeneratival technology, and we determine the fair valaedal on a combination of inputs
including the market capitalization of the compaamywell as Level 3 inputs such as discounted ftagis which are not observable from
the market, directly or indirectly. We conduct garodwill impairment analysis annually as of Novem®@ each year, or upon the
occurrence of certain triggering events. No suigigéring events occurred during the year ended imbee 31, 2012. Historically, the fair
value has significantly exceeded its carrying value
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We test for the impairment of our long-lived assel®n triggering events occur and such impairméaty, is measured at fair value. The
inputs for fair value of our long lived assets wibbk based on Level 3 inputs as data used forfairchalue calculations would be based
on discounted cash flows using one or more siganficinobservable inputs. No triggering events aeclduring the year ended Decembe
31, 2012.

6. Thin Film Japan Distribution Agreement
The Company has entered into a Distribution Agragméth Senko. Under this agreement, we grantesieiako an exclusive license to
sell and distribute certain Thin Film products @&pdn and are responsible for the completion oiritial regulatory application to the
MHLW and commercialization of the Thin Film proddicte in Japan. The Distribution Agreement witm@ commences upon
“commercialization.” Essentially, commercializatioccurs when one or more Thin Film product regtgins are completed with the
MHLW.
As of December 31, 2012 commercialization has ebbgcurred. At the inception of this arrangemesat received a $1,500,000 license
fee which was recorded as deferred revenues in.2B&4f of the license fee is refundable if thetjger agree commercialization is not
achievable and a proportional amount is refundéible terminate the arrangement, other than forematbreach by Senko, before three
years post-commercialization. We have also recdeie250,000 in milestone payments from Senko. ré¢egnized no development
revenue during the years ended December 31, 2012, &1d 2010 under this agreement.
Refer to note 16 for a discussion of subsequenttaetating to our agreement with Senko.

7. Composition of Certain Financial Statement Captions
Inventories, net
As of December 31, 2012 and 2011, inventories,wete comprised of the following:

December 31

2012 2011
Raw material $ 1,384,000 $ 1,503,00
Work in proces: 404,00( 790,00(
Finished goods 1,387,00! 1,025,001

$ 3,175,000 $ 3,318,00

Other Current Assets
As of December 31, 2012 and 2011, other currertssgere comprised of the following:

December 31

2012 2011
Prepaid insuranc $ 291,00 $ 234,00(
Prepaid othe 759,00( 372,00(
Other receivables 111,00( 231,00(

$ 1,161,000 $ 837,00(
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Property and Equipment, net
As of December 31, 2012 and 2011, property andoeaemt, net, were comprised of the following:

December 31

2012 2011
Manufacturing and development equipm $ 5,250,000 $ 4,268,00
Office and computer equipme 2,266,001 2,177,001
Leasehold improvements 3,267,00! 3,255,001
10,783,00 9,700,00t
Less accumulated depreciation and amortization (8,609,001 (7,989,001

$ 2,174,000 $ 1,711,00

Depreciation expense totaled $741,000, $618,000%6Zh0,000 for the years ended December 31, 2012, 20hd 2010, respectively.
Other Assets
As of December 31, 2012 and 2011, other assetsawanprised of the following:

December 31

2012 2011
Deposits $ 401,000 $  415,00(
Prepaid supplies, long-term 2,339,001 1,357,001

$ 2,740,000 $ 1,772,00

Accounts Payable and Accrued Expenses
As of December 31, 2012 and 2011, accounts payaitleéccrued expenses were comprised of the folpwin

December 31

2012 2011
Accrued legal fee $ 826,00( $ 829,00(
Accrued R&D studie: 896,00( 534,00(
Accounts payabl 1,579,001 272,00(
Accrued vacatiol 873,00( 908,00(
Accrued bonu: 846,00( 866,00(
Accrued expense 2,071,001 1,572,001
Deferred ren 35,00( 37,00(
Accrued accounting fee 190,00( 90,00(
Accrued payroll 95,00( 226,00(

$ 7,411,000 $ 5,334,00

8. Commitments and Contingencie:

We have contractual obligations to make paymentgases of office, manufacturing, and corporateshmuspace as follows:

Operating
Years Ending December 31, Leases
2013 $ 1,931,00
2014 1,752,001
2015 1,823,00!
2016 1,870,001
2017 1,591,00
Total $ 8,967,00

Rent expense, which includes common area mainten&mrcthe years ended December 31, 2012, 2012@bhd was $2,980,000,
$2,524,000 and $2,186,000, respectively.
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We have entered into agreements with various reBemaganizations for pre-clinical and clinical dbepment studies, which have
provisions for cancellation. Under the terms ofthagreements, the vendors provide a variety sicesrincluding conducting research,
enrolling patients, recruiting patients, monitorstgdies and data analysis. Payments under thesenagnts typically include fees for
services and reimbursement of expenses. The tinfipgyments due under these agreements was eglitveted on current schedules of
pre-clinical and clinical studies in progress. diPecember 31, 2012, we have pre-clinical resestetly obligations of $23,000 (all of
which are expected to be complete within a yead)dimical research study obligations of $11,700,083,150,000 of which are expected
to be complete within a year). Should the timifighe pre-clinical and clinical trials change, tiraing of the payment of these obligations
would also change.

During 2008, we entered into a supply agreemerit aviminimum purchase requirements clause. As céBéer 31, 2012, we have
minimum purchase obligations of $1,743,000 ($1,0@3,0f which are expected to be paid within a year)

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

actions. Management assesses the probabilityseffto such contingencies and accrues a liabifit/@ discloses the relevant
circumstances, as appropriate. Management belthaeany liability to us that may arise as a regtiturrently pending legal proceedings
will not have a material adverse effect on ourfficial condition, liquidity, or results of operat®as a whole.

Refer to note 3 for a discussion of our commitmamis contingencies related to our transactions @fgtmpus, including (a) our obligati
to the Joint Venture in future periods and (b)a@ierput and call rights embedded in the arrangesngith Olympus.

Refer to note 6 for a discussion of our commitmamid contingencies related to our arrangements Sétiko.
Refer to note 9 for a discussion of our commitmenid contingencies related to our long-term obikogest
9. Long-term Obligations

On September 9, 2011 we entered into a Second Amemicto the Amended and Restated Loan and Se@gigement (loan agreement)
with General Electric Capital Corporation (GECCJicen Valley Bank (SVB) and Oxford Finance Corpiioa (together, the “Lenders”),
pursuant to which the Lenders increased the peion foan made to the Company to a principal amoti25.0 million (Term Loan),
subject to the terms and conditions set forth élttan agreement. The Term Loan accrues interesfixed rate of 9.87% per

annum. Pursuant to the loan agreement, we aréeedo make (i) twelve (12) equal consecutive rhgnprincipal payments of $20,833
on the first day of each calendar month, commensm@ctober 1, 2011, (ii) twenty-nine (29) equahsecutive monthly principal
payments of $825,000 on the first day of each cemonth, commencing on October 1, 2012, andd(i§ (1) final principal payment of
$825,000 on March 1, 2015. In addition, the mayutdte of the Term Loan has been extended unticMéar 2015, and at maturity of the
Term Loan, the Company will make a final paymesetégual to 5% ($1,250,000) of the Term Loan. Wg meur additional fees if we
elect to prepay the Term Loan. In connection whth Term Loan, on September 9, 2011, we issudtetbénders warrants to purchase ur
to an aggregate of 132,891 shares of our commah sttoan exercise price of $3.01 per share. Thesents are immediately exercisable
and will expire on September 9, 2018.

The Term Loan amended the Amended and Restateddr@aBecurity Agreement, of which an aggregatenoalaf approximately $15.6
million remained outstanding along with a prorafiedl payment fee of $419,000. The net proceedb@fTerm Loan, after payment of
lender fees and expenses, were approximately $8iérm

We accounted for this amendment as debt modificatince the terms of the amended Term Loan an@tiggnal Term Loan were not
substantially different and as present value ol dksvs of the modified instrument (using a net hoet of comparing the present value of
cash flows related to the lowest common princiggabce between the old and the new loans) wasniibo of the original debt
instrument. Accordingly, the fees associated withamended Term Loan of $300,000, final paymenbfe$1,250,000, and the existing
unamortized debt discount from the Original Ternah@f $332,000 will be amortized as an adjustménmiterest expense over the tern
the Amended Term Loan using the effective intemesthod.
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10.

We allocated the aggregate proceeds of the Term hetween the warrants and the debt obligationscbas their relative fair values. 1
fair value of the warrants issued to the Lendersisulated utilizing the Blackcholes option pricing model. We are amortizingriative
fair value of the warrants as a discount of $260 @@er the term of the loan using the effectiveiest method, with an effective interest
rate of 13.63%. If the maturity of the debt is decated due to an event of default, then the amaditin would be accelerated. The Term
Loan is collateralized by the tangible assets efdbmpany, including a security interest in sulisaliy all of its existing and afteacquirec
assets.

Additional details relating to the above term ldhat is outstanding as of December 31, 2012, argepited in the following table:

Original Current Remaining
Loan Interest Monthly Principal
Origination Date Amount Rate Payment* Term (Face Value)
September 201 $ 25,000,00 9.8 $ 1,008,21: 42 Month: $ 22,275,00
* Current monthly payment is inclusive of interesd anincipal

As of December 31, 2012, the future contractualgdpial and final fee payments on all of our delat Ezase obligations are as follows:

Years Ending December 31

2013 $ 9,927,00
2014 9,922,001
2015 3,749,001
2016 6,00(
Total $ 23,604,00

Reconciliation of Face Value to Book Value as of Bember 31, 201:

Total debt and lease obligations, including finayment fee (Face Valu $ 23,604,00
Less: Debt discour (917,000
Total: 22,687,00
Less: Current portion (9,784,000
Long-term obligation $ 12,903,00

Our interest expense for the years ended Decenih@032, 2011 and 2010 (most of which related ¢ddlan entered into September
2011, June 2010 and October 2008 was $3,386,00084P200 and $2,052,000, respectively. Interegeese is calculated using the
effective interest method, therefore it is inclgsof noneash amortization in the amount of $930,000, $70a #Ahd $703,000, respective
related to the amortization of the debt discourt eapitalized loan fees.

Income Taxes
Due to our net losses for the years ended Decegih&@012, 2011 and 2010, and since we have recarfi@tivaluation allowance against

deferred tax assets, there was no provision orfliéaeincome taxes recorded. There were no comeptsof current or deferred federal or
state income tax provisions for the years endecebBber 31, 2012, 2011 and 2010.
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A reconciliation of the total income tax provisitax rate to the statutory federal income tax ré&t@486o for the years ended December 31,
2012, 2011 and 2010 is as follows:

2012 2011 2010

Income tax expense (benefit) at federal statutaty (34.00 % (34.00 % (34.00 %
Income tax expense (benefit) at state statutoey (2.79 % (3.36) % (2.62) %
Mark to market permanent adjustm: (0.29) % (5.02) % (1.70) %
Change in federal valuation allowar 35.8(% 45.72% 40.4%
Change in State Ra (8.36) % (3.29) % 0.0(%
Deferred revenu 0.0(% (2.09) % (2.82) %
Foreign rate differentic (0.09) % 0.0(% 0.0(%
Other, net 9.57% 2.0/% 0.68%

0.00% 0.00% 0.0(%

The tax effects of temporary differences that gise to significant portions of the deferred tazets and deferred tax liabilities as of
December 31, 2012 and 2011 are as follows:

2012 2011
Deferred tax asset

Allowances and reserv: $ 169,000 $ 292,00(
Accrued expense 1,053,001 587,00(
Deferred revenu 1,138,00! 3,276,00!
Stock based compensati 5,635,001 4,886,001
Net operating loss carryforwar 87,045,00 73,774,00
Income tax credit carryforwarc 5,729,001 5,569,00!
Property and equipment, principally due to differesin depreciatio 422,00( 707,00(
Other 295,00( 181,00!
101,486,00 89,272,00
Valuation allowance (101,476,00) (89,200,00)
Total deferred tax assets, net of allowance 10,00( 72,00(

Deferred tax liabilities
Intangibles (10,000 (72,000
Total deferred tax liability (10,000 (72,000
Net deferred tax assets (liability) $ — $ —

We have established a valuation allowance agaimshet deferred tax assets due to the uncertaimtgunding the realization of such
assets. We periodically evaluate the recoveralilityhe deferred tax assets. At such time asdetsermined that it is more likely than not
that deferred assets are realizable, the valuatiowance will be reduced. We have recorded a vanallowance of $101,476,000 as of
December 31, 2012 to reflect the estimated amdutéferred tax assets that may not be realizedingteased our valuation allowance by
approximately $12,276,000 during the year endeceBiber 31, 2012. The valuation allowance includgs@pmately $579,000 related to
stock option deductions, the benefit of which gifilized, will eventually be credited to equity aral to income.

At December 31, 2012, we had federal, Californi Blassachusetts tax loss carryforwards of apprataiy $222,237,000, $137,500,0
and $671,000 respectively. The federal and setteperating loss carryforwards begin to expird049 and 2013 respectively, if
unused. At December 31, 2012, we had federal tate &x credit carryforwards of approximately #6000 and $4,244,000
respectively. The federal credits will begin tgeg in 2018, if unused, and the state creditsydamvard indefinitely. In addition, we had
a foreign tax loss carryforward of $11,730,000apah, $1,632,000 in Switzerland, and $78,000 imlnd@he entity in Italy was dissolved
in 2012, therefore there is no longer any NOL taydarward for Italy.

Pursuant to the Internal Revenue Code (“IRC") d3@,%9s amended, specifically IRC 8382 and IRC §888ability to use net operating
loss and R&D tax credit carry forwards to offseufie taxable income is limited if we experiencaimalative change in ownership of
more than 50% within a threeear period. We have completed an ownership changlysis pursuant to IRC Section 382 through Abfil
2007. We did not have any ownership change linoitetibased on that study. If ownership changesmiti@ meaning of IRC Section 382
are identified as having occurred subsequent tdl Apr 2007, the amount of remaining tax carry fards available to offset future taxable
income in future years may be significantly reséritor eliminated.
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11.

12.

We recognize tax benefits associated with the ésef stock options directly to stockholders’ eéguinly when realized. Accordingly,
deferred tax assets are not recognized for netipgrioss carryforwards resulting from windfalk faenefits. At December 31, 2012,
deferred tax assets do not include $1,169,000 e¢sxtax benefits from stock-based compensation.

We changed our accounting method of accountingricertain tax positions on January 1, 2007. Wenwadnrecognized tax benefits as
of the date of adoption.

Following is a tabular reconciliation of the unrgo@ed tax benefits activity during the years enBedember 31, 2012, 2011 and 2010:

2012 2011 2010
Unrecognized Tax Benefi— Beginning $ 1,304,000 $ 1,166,000 $ 1,115,00
Gross increase— tax positions in prior perio — — —
Gross decreas+ tax positions in prior perio — — (49,000
Gross increas— curren-period tax position 90,00( 138,00( 100,00(
Settlement: — — —
Lapse of statute of limitations — — —
Unrecognized Tax Benefits — Ending $ 1,394,000 $ 1,304,000 $ 1,166,00

None of the amount included in our liability foraartain tax benefits if recognized would affect @@mpany’s effective tax rate, since it
would be offset by an equal reduction in the deféétax asset valuation allowance. The Companyerdal tax assets are fully reserved.

The Company did not recognize interest relatechteecognized tax benefits in interest expense andlfies in operating expenses as of
December 31, 2012.

The Company’s material tax jurisdictions are Uni&tdtes and California. To our knowledge, the Camyds currently not under
examination by the Internal Revenue Service orahgr taxing authority.

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

The Company does not foresee material changes lialiility for uncertain tax benefits within thext twelve months.

Employee Benefit Plar

We implemented a 401(k) retirement savings andtsbéring plan (the “Plan”) effective January 299. We may make discretionary
annual contributions to the Plan, which is allodatethe profit sharing accounts based on the numibgears of employee service and
compensation. At the sole discretion of the Bodricectors, we may also match the participantsitdbutions to the Plan. We made no
discretionary or matching contributions to the Atag2012, 2011 and 2010.

Stockholders Equity

Preferred Stock

We have authorized 5,000,000 shares of $.001 pae yeieferred stock, with no shares outstandingf &ecember 31, 2012 and 2011. ¢

Board of Directors is authorized to designate émms and conditions of any preferred stock we isgtleout further action by the comm:
stockholders.
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Common Stock

On March 10, 2009, we raised approximately $10@@Djn gross proceeds from sale to institutioneégtors of a total of 4,771,174
shares of our common stock and warrants to puralyase a total of 6,679,644 additional shares afammmon stock at a purchase price
of $2.10 per unit, with each unit consisting of ¢bgshare and one and four-tenths (1.4) warrafte warrants are not exercisable until
six months after the date of issuance and will iexfive years after the date the warrants aredxstcisable. The warrants have an exe
price of $2.59 per share, which was the consolilekesing bid price of the Company's common statharch 9, 2009, as reported by
NASDAQ. The shares and the warrants are immediatgharable and will be issued separately. We haweunted for the warrants as a
component of stockholders’ deficit. The warrantsstrbe settled through a cash exercise wherebydhmnt holder exchanges cash for
shares of Cytori common stock, unless the exewgisars when the related registration statementiefiective, in which case the warrant
holder can only exercise through the cashless meefeature of the warrant agreement.

On May 14, 2009, we raised approximately $4,252j00ffoss proceeds from a private placement of4l, /83 shares of our common
stock and warrants to purchase up to a total &F33B0 additional shares of our common stock atralyase price of $2.28 per unit, with
each unit consisting of one (1) share and one faree: tfourths (1.75) warrants. The warrants areotsable immediately and will expire
five years after the date of issuance. The wartaae an exercise price of $2.62 per share. We &es@unted for the warrants as a
component of stockholders’ deficit.

Additionally, on June 19, 2009, we entered int@amon stock purchase agreement with Seaside 88lafhg to the offering and sale
a total of up to 7,150,000 shares of our commockstarhe agreement required us to issue and Seasidg/ 275,000 shares of our
common stock once every two weeks, subject todkisfaction of customary closing conditions. Ummmpletions of our scheduled
closings pursuant to the agreement with SeasideB#& June 2010, we raised approximately $30,10i0 aggregate gross proceeds
from this transaction from the sale of 7,150,008reh of our common stock between June 2009 and2Dirte of which $17,314,000 in
gross proceeds from the sale of 3,300,000 sharesaised during 2010. We have accounted for ehttieaompleted closings as a
component of stockholders’ equity.

In October 2010, we entered into an underwritinggament with Jefferies & Company, relating to ts&uance and sale of 4,600,000 st
of our common stock. This price to the publichistoffering was $4.50 per share and the undeminiis agreed to purchase the shares
from us at a price of $4.23 per share. The traiwawas completed on October 13, 2010 raising @pprately $20,700,000 in gross
proceeds before deducting underwriting discountscammissions and other offering expenses payablesb

On December 13, 2010 we raised $10,000,000 in gnaeeeds from a sale of 1,428,571 shares of wstergd common stock to Astellas
Pharma Inc. for $7.00 per share in a private spt@gement. Pursuant to the terms of the purchgrgement, we granted Astellas Pharma
Inc. a two year right of first refusal to enterarg development and commercialization collaboratiith us regarding the use of our
technology, on a worldwide basis, for the treatnwdriver conditions. In addition, we have agreedise reasonable efforts to file a
registration statement with the Securities and Brgle Commission to register the shares of comnuak $or resale upon the request of
Astellas Pharma Inc. We also granted Astellasiighdnc. a nonvoting observer seat on our Board of Directors tedright to designate
representative member to our Scientific AdvisornaBb The $10,000,000 in total proceeds we recedxededed the market value of our
stock at the completion of the purchase agreemiEme. $2,526,000 difference between the proceedsvext and the fair market values of
our common stock was recorded as a component efrédfrevenues in the accompanying balance shdés. difference was recorded as
deferred revenue since, conceptually, the excex®pds represent a value paid by Astellas Pharmatimibutable to the scientific
advisory board seat, the non-voting observer seatuo Board of Directors, and the two year righfisft refusal to enter into a
development and commercialization collaboratiorhwi$ regarding the use of our technology, on adwade basis, for the treatment of
liver conditions, rather than an additional equiityestment in Cytori. We recognized this deferaatbunt as development revenue upon
the expiration of the two year period in Decemb@t2 We are still actively involved in discussiamish Astellas Pharma, Inc. about a
potential future development and commercializatioaboration with us.

On July 11, 2011, we entered into a common stockh@se agreement with Seaside 88, LP relatingetoffiering and sale of a total of up
to 6,326,262 shares of our common stock. The agaerequired us to issue and Seaside to buy 282&hares of our common stock at
an initial closing and 250,000 shares of our comistock once every two weeks, commencing 30 dags #ife initial closing, for up to an
additional 20 closings, subject to the satisfactiboustomary closing conditions. At the initiabsing, the offering price was $4.52, which
equaled 88% of our common stock’s volume-weighteztage trading prices, or VWAP, during the ten-ttagding period immediately
prior to the initial closing date, raising approxitaly $6,000,000 in gross proceeds. At subsequesihgs, the offering price was 90.25%
of our common stock’s volume-weighted average t@dlirices during the ten-day trading period immidyaprior to each subsequent
closing date. We raised approximately $18,233jAGffoss proceeds from the sale of 5,826,262 shiamsr scheduled closings through
April 9, 2012. Effective, April 30, 2012, we temaited the agreement with Seaside 88, LP and weddigell the remaining and final
500,000 shares that would otherwise have beenuswldr this agreement.
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In December 2012, we entered into an underwritong@@ment with Lazard Capital Markets, LLC (undetexrii, relating to the issuance ¢
sale of 7,020,000 shares of our common stock. pFice to the public in this offering was $2.85 pbare and the underwriter purchased
the shares from us at a price of $2.69 per shihe. transaction was completed on December 19, 24i4idg approximately $20,007,000
in gross proceeds before deducting underwritingadiats and commissions and other offering expepagable by us. Under the terms of
the underwriting agreement, we granted the undemain option, exercisable for 30 days, to purchgs® an additional 1,053,000
shares. Subsequently, in January 2013, the uniiernexercised this option and as a result we anlddditional 1,053,000 shares raising
approximately $3,001,000 in gross proceeds befedeicting underwriting discounts and commissionsather offering expenses payable
by us.

Warrant Adjustments

Our March 2009 offering of 4,771,174 shares ofaammon stock and warrants to purchase up to add&b79,644 additional shares of
our common stock with an exercise price of $2.59spare, our May 2009 equity offering of 1,864, 8Bares of our common stock and
warrants to purchase up to a total of 3,263,38@iaddl shares of our common stock with an exerpisee of $2.62 per share, our closil
with Seaside 88, LP, our October 2010 offering 608,000 shares of our common stock, our DecemtiHd 2ale of 1,428,571 shares of
our common stock, and our December 2012 offering,@20,000 shares of our common stock triggerealdustment to the exercise price
and number of shares issuable under the warrasutsdgo investors in our August 2008 private plamnfinancing. As a result, as of
December 31, 2012, the common stock warrants issnekgust 11, 2008 are currently exercisable fa22,309 shares of our common
stock at an exercise price of $5.44 per share.

Stockholders Rights Plar

On May 28, 2003, the Board of Directors declarefivadend distribution of one preferred share pusehaght (a “Right”) for each
outstanding share of our common stock. The dividenqmyable to the stockholders of record on Juh€@03, and with respect to shares
of common stock issued thereafter until the Distiiitn Date (as defined below) and, in certain aimstances, with respect to shares of
common stock issued after the Distribution Datecedfx as set forth below, each Right, when it bemexercisable, entitles the registered
holder to purchase from us one one-thousandth QDth) of a share of our Series RP Preferred S®@K01 par value per share (the
“Preferred Stock”), at a price of $25.00 per one-thousandth (1/1000th) of a share of PreferredkSsubject to adjustment. Each share
of the Preferred Stock would entitle the holdeotio common stock with a value of twice that paidtfe Preferred Stock. The description
and terms of the Rights are set forth in a Righise&ment (the “Rights Agreement”) between us anah@dgershare Trust Company, Inc.,
as Rights Agent, dated as of May 29, 2003, andreshded on May 12, 2005 and August 28, 2007.

The Rights attach to all certificates represensingres of our common stock outstanding, and atkereed by a legend on each share
certificate, incorporating the Rights Agreementréference. The Rights trade with and only withdkeociated shares of our common
stock and have no impact on the way in which haldan trade our shares. Unless the Rights Agreewsnto be triggered, it would have
no effect on the Company’s consolidated balancetstrencome statement and should have no taxteffethe Company or its
stockholders. The Rights Agreement is triggerechupe earlier to occur of (i) a person or groufbifiated or associated persons having
acquired, without the prior approval of the Bodrdneficial ownership of 15% or more (20% or monedertain shareholders) of the
outstanding shares of our common stock or (ii) &gsd or such later date as the Board may deterrful@ying the commencement of or
announcement of an intention to make, a tender offexchange offer the consummation of which woelkllt in a person or group of
affiliated or associated persons becoming an AaggiPerson (as defined in the Rights Agreementgpixinn certain circumstances (the
“Distribution Date”). The Rights are not exercisabintil the Distribution Date and will expire attblose of business on May 29, 2013,
unless we redeem them earlier.

14. Stock-based Compensatior

During 1997, we adopted the 1997 Stock Option @ondkSPurchase 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 employeéseaors or consultants. The 1997
Plan, as amended, provides for the issuance af ¥00,000 shares of our common stock. The eseeqniice of ISOs cannot be less than
the fair market value of the underlying shareshendate of grant. ISOs can be granted only to eyept The 1997 Plan expired on
October 22, 2007.
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During 2004, we adopted the 2004 Equity IncentilaRthe “2004 Plan”), which provides our employedisectors and consultants the
opportunity to purchase our common stock throughtaualified stock options, stock appreciation righéstricted stock units, or restrict
stock and cash awards. The 2004 Plan initiallyiies for issuance of 3,000,000 shares of our comsback, which number may be
cumulatively increased (subject to Board discrgtamman annual basis beginning January 1, 2005wdminual increase shall not exceed
2% of our then outstanding stock. As of Decemider2®12, there are 1,419,831 securities remainidgaaailable for future issuances
under 2004 Plan, which is exclusive of securitiebd issued upon an exercise of outstanding optieasants, and rights.

In August 2011, stockholders approved the 2011 Bygd Stock Purchase Plan (ESPP), with a maximus@@{00 shares of our
common stock to be issued under this plan. UrtteESPP, eligible employees may purchase shamg abmmon stock through payroll
deductions, which may not exceed 15% of an empleymampensation. The price at which shares akwudler the ESPP is established
by the duly appointed committee of the Board buy mat be less than 90% of the lesser of the faiketavalue per share of our common
stock on the offering date or on the purchase detaf December 31, 2011, there were no stock resegunder this plan and no stock-
based compensation was recorded for this plarhéoy¢ar then ended. The ESPP is compensatory BA®B authoritative

guidance. During the year ended December 31, 20@2ssued 53,672 shares of our common stock temployees under the ESPP
raising $100,000 in gross proceeds and recordethted stock-based compensation of $53,000 foyehe then ended.

Stock Options

Generally, options issued under the 2004 Plan®d 97 Plan are subject to four-year vesting, awe fa contractual term of 10
years. Most options contain one of the following tvesting provisions:

o 12/48 of a granted award will vest after one ydaeovice, while an additional 1/48 of the awardl wést at the end of each
month thereafter for 36 months,

« 1/48 of the award will vest at the end of each manter a four-year period.

A summary of activity for the year ended Decembr2p12 is as follows:

Weighted
Average
Exercise
Options Price
Balance as of January 1, 2C 7,457,18 $ 5.1z¢
Grantec 864,75( $ 3.17
Exercisec (346,43) $ 3.0t
Expired (379,95) $ 4.1%
Cancelled/forfeited (850,55) $ 5.3¢
Balance as of December 31, 2012 6,744,98 $ 5.0z
Weighted
Weighted Average
Average Remaining Aggregate
Exercise Contractual Intrinsic
Options Price Term (years) Value
Balance as of December 31, 2012 6,744,98 $ 5.0z 5.4t $ 217,02
Vested and expected to vest at December 31, 2012 6,721,8L $ 5.0z 544 $ 215,79¢
Exercisable at December 31, 2012 5,307,77. $ 5.1¢€ 4.6€ $ 134,76«

The total intrinsic value of stock options exerdiseas $311,000, $541,000 and $1,529,000 for thesysraded December 31, 2012, 2011
and 2010, respectively.
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The fair value of each option awarded during tharymded December 31, 2012, 2011 and 2010 wasatstiron the date of grant using
the Black-Scholes-Merton option valuation modeldobsn the following weighted-average assumptions:

Years ended December 3!

2012 2011 2010
Expected tern 5.20 year 5.5 year 5 year:
Risk-free interest rat 0.82% 1.95% 2.22%
Volatility 75.62% 72.3¢% 72.81%
Dividends — — —
Resulting weighted average grant date fair v $ 19 $ 322 % 4.0z

We calculated the expected term of our stock optlmased on our historical data. The expected tealculated for and applied to all
employee awards as a single group as we do notefpm does historical data suggest) substantififfgrent exercise or post-vesting
termination behavior amongst our employee popuiatio

We estimate volatility based on the historical tibitg of our daily stock price over the period pesling grant date commensurate with the
expected term of the option.

The weighted average risk-free interest rate remtsshe interest rate for treasury constant nigtinstruments published by the Federal
Reserve Board. If the term of available treasumystant maturity instruments is not equal to theeeigd term of an employee option, we
use the weighted average of the two Federal Resexugities closest to the expected term of thel@rep option.

The dividend yield has been assumed to be zer@daMhave never declared or paid any dividendglando not currently anticipate
paying any cash dividends on our outstanding sharesmmon stock in the foreseeable future.

Restricted Stock Awards

Generally, restricted stock awards issued unde2@d&d Plan are subject to a vesting period thatadés with the fulfillment of service
requirements for each award and have a contraiettralof 10 years. These awards are amortized tgensation expense over the
estimated vesting period based upon the fair valweir common stock on the award date.

A summary of activity for the year ended December2p12 is as follows:
Restricted Weighted

Stock Average Grant
Awards Date Fair Value

Balance as of January 1, 2C 79,74: $ 5.5¢
Grantec 280,40t $ 3.0¢
Exercised/Release (50,409 $ 4.0¢
Cancelled/forfeited (15,000 $ 3.44

Balance as of December 31, 2012 294,74. ¢ 3.5

Weighted

Average

Restricted Weighted Remaining

Stock Average Grant Contractual
Awards Date Fair Value Term (years)
Balance as of December 31, 2012 294,74 $ 3.5 8.¢
Vested and expected to vest at December 31, 2012 294,74 $ 3.5 8.¢
Exercisable at December 31, 2012 109,24. $ 3.3¢ 8.€
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Performance-Based Restricted Stock Awards

We granted 246,225 performance-based restrictett siwards under the 2004 Equity Incentive PlandbrBary 2011. The awards
provide certain employees until January 1, 2012ctueve certain performance goals establisheddZtdmpensation Committee.
Effective January 2012, the outstanding awards tegreinated in their entirety based upon the deniby the Compensation Committee
that performance criteria had not been met asrafaly 1, 2012. No compensation expense was revegnélated to these awards.

In January 2012, we granted 276,375 performanceeb@stricted stock awards under the 2004 Equdgritive Plan. The awards provide
certain employees until December 31, 2012 to aehoevtain performance goals established by the @osgtion Committee. The
performance goals are weighted based on the fallpwthievements: entering into a major collaborefio development and/or
commercialization of the Company’s products (408htaining certain FDA clearance or approvals, whictude FDA approval for and
initiation of the ATHENA feasibility trial in chrais myocardial ischemia (40%), obtaining CE markdertain products (15%), and
achieving a targeted revenue increase for thelfisz ended December 31, 2012 (5%). To the exbetany of the performance goals
are partially achieved, the Compensation Commitia@tains the discretion to continue the vestinglbbr a portion of the awards
following December 31, 2012. Once earned, the dsvaill remain unvested until January 10, 2014 nTieation of employment prior to
vesting will result in the forfeiture of the award#/e recognized $107,000 of compensation experiated to these awards, respectively,
during the year ended December 31, 2012.

The following table summarizes activity with resptcthe performance based restricted stock awdudag the year ended December 31,
2012:

Restricted Weighted
Stock Average Grant-
Awards Date Fair Value

Outstanding at January 1, 20 246,22! $ 5.82
Granted 276,37" $ 3.44
Vested 0]
Cancelled/forfeited (261,300 $ 5.6¢

Outstanding at December 31, 2012 261,300 ¢ 3.44

Vested at December 31, 20 0

The following summarizes the total compensatiori besognized for the stock options and restrictedksawards in the accompanying
financial statements:

Years ended December 31,
2012 2011 2010

Total compensation cost for share-based paymesmgements recognized
the statement of operations (net of tax of $ 3,904,000 $ 3,316,000 $ 3,055,00

As of December 31, 2012, the total compensatiohretated to non-vested stock options and stockdsvaot yet recognized for all our
plans is approximately $4,593,000. Of this amo$8t918,000 is expected to be recognized as a m@sudisting under service conditions
over a weighted average period of 1.56 years.

Cash received from stock option and warrant exescisd employee stock purchase for the years dhaesimber 31, 2012, 2011 and 2
was approximately $1,413,000, $2,849,000 and $70DP3 respectively. No income tax benefits havenbecorded related to the stock
option exercises as the benefits have not beeizedah our income tax returns.

To settle stock options and restricted stock awaveswill issue new shares of our common stock DA&tember 31, 2012, we have an
aggregate of 17,460,673 shares authorized andabiatio satisfy option exercises under our plans.

15.Related Party Transactions

During the year ended December 31, 2010, we rezedr#583,000 in product revenues, related paxiyn four sales transactions through
our distribution partner, Green Hospital Supphg.IfNo similar sales occurred during the years érdlecember 31, 2012 and 2011. As of
December 31, 2011 and 2010, Green Hospital, Ins.anMaeneficial owner of more than five percentwfautstanding shares of common
stock. During the year ended December 31, 201€eHospital, Inc. beneficial ownership has dea@as be less than five percent of
our outstanding shares of common stock.
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16.

17.

During the year ended December 31, 2012, 2011 @ié,2ve incurred approximately $232,000, $166,080$253,000, respectively, in
royalty costs in connection with our sales of oefufion® 800/CRS System products to the Europednfaia-Pacific reconstructive
surgery market, pursuant to our License and Roysgieement and the Amended License/Commercial Ages¢ with the Olympus-
Cytori, Inc. joint venture. Additionally, in Febmty 2012, we purchased second generation Celuttys®ems and consumable sets from
the Olympus-Cytori, Inc. joint venture, at a formldased transfer price aggregating to $1,048,@300f December 31, 2012, 2011 and
2010, Olympus Corporation was a beneficial ownanofe than five percent of our outstanding shafemmmon stock.

Additionally, refer to note 3 for a discussion efated party transactions with Olympus.

Subsequent Events

We have evaluated events after the balance sheebtiBecember 31, 2012 and up to the date we ffilesdreport.

Subsequent to the year ended December 31, 2012 thredterms of the December 2012 underwritingergent with Lazard Capital
Markets, LLC (underwriter), the underwriter exeetighe option to purchase an additional 1,053,0@0es and as a result we sold
1,053,000 shares on January 14, 2013, raising =ippately $3,001,000 in gross proceeds before dauyanderwriting discounts and
commissions and other offering expenses payablesby

In February 2013, we entered into a mutual ternonadnd release agreement with Senko, which temedhtne Distribution Agreement
with Senko, and all Senko rights, licenses andilpges granted under the distribution agreementiteated and reverted to the
Company. As a result of this termination agreementare obligated to pay Senko $1,200,000 in saxtgrly installment payments of
$200,000 each through May 2014.

Quarterly Information (unaudited)

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

For the three months endec

September December
March 31, June 30, 30, 31,
2012 2012 2012 2012
Product revenue $ 1,481,000 $ 1,947,000 $ 1,314,000 $ 3,967,00
Gross profit 628,00( 915,00( 611,00( 2,555,001
Development revenus 3,00( 2,429,00i 2,00( 3,358,001
Operating expense 8,996,001 10,304,00 10,945,00 8,674,00!
Other income (expense) (960,00() (923,000 (916,000 (1,062,001
Net loss $ (9,325,00) $ (7,883,00) $ (11,248,00) $ (3,823,000
Basic and diluted net loss per share $ (0.1¢) $ (0.15) $ (0.19 $ (0.06)
For the three months endec
September December
March 31, June 30, 30, 31,
2011 2011 2011 2011
Product revenue $ 1,362,000 $ 2,411,000 $ 2,134,000 $ 2,076,00
Gross profit 520,00( 1,302,001 1,192,001 1,132,001
Development revenus 1,235,00! 11,00( 5,00( 762,00(
Operating expenst 12,998,00 5,685,001 9,020,001 7,868,001
Other income (expense) (829,000 (766,000 (512,000 (932,000
Net loss $ (12,072,00) $ (5,138,000 $ (8,335,000 $ (6,906,00)
Basic and diluted net loss per share $ (0.29) $ (0.10 $ (0.15) $ (0.17)

Item 9. Changes in a n d Disagreements with Accountants @kccounting and Financial Disclosure

Not applicable.
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ltem Controls and Proc edures

9A.

Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and proceduresdtetiesigned to ensure that information requindektdisclosed in our reports filed or
furnished pursuant to the Exchange Act is recorgemtessed, summarized and reported within the piends specified in the Securities
and Exchange Commission’s rules and forms, andstiat information is accumulated and communicatezlit management, including
our Chief Executive Officer and Chief Financial io#fr, as appropriate, to allow for timely decisioagarding required disclosure. In
designing and evaluating the disclosure controts@ncedures, management recognizes that any toatrd procedures, no matter how
well designed and operated, can provide only resslerassurance of achieving the desired contrelatibps, and management necessaril
is required to apply its judgment in evaluating tiest-benefit relationship of possible controls anacedures.

As required by Rule 1325(b) under the Exchange Act, we carried out atuatian, under the supervision and with the paptition of ou
management, including our Chief Executive Officed &£hief Financial Officer, of the effectivenessoof disclosure controls and
procedures, as such term is defined under Rulel58&) promulgated under the Securities ExchangeoAt934, as amended, as of the
of the period covered by this Annual Report on Fa¥K. Based on the foregoing, our Chief Execu®fécer and Chief Financial
Officer concluded that our disclosure controls anatedures were effective as of the end of theoderovered by this Annual Report.

Management’s Report on Internal Control Over Finah&eporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@@orting. Internal control over
financial reporting is defined in Rule 13a-15(f)1dyd-15(f) under the Securities Exchange Act o0f4l88 a process designed by, or under
the supervision of, the Company’s principal exaeutind principal financial officers and effectedtbg Company’s Board of Directors,
management and other personnel, to provide reakpassurance regarding the reliability of financégorting and the preparation of
financial statements for external purposes in atauoce with generally accepted accounting principlesincludes those policies and
procedures that:

« Pertain to the maintenance of records that in regtse detail accurately and fairly reflect the sactions and dispositions of the
Compan's assets

» Provide reasonable assurance that transactiome@eled as necessary to permit preparation ofi¢iahstatements in accordance
with generally accepted accounting principles, tivad receipts and expenditures of the Company @ireghmade only in accordance
with authorizations of management and directorthefCompany; an

« Provide reasonable assurance regarding preventitmely detection of unauthorized acquisition, osaisposition of the Comparg/’
assets that could have a material effect on then@ial statement:

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdeénaate because of changes in
conditions, or that the degree of compliance with policies or procedures may deteriorate.

Under the supervision and with the participatiomof management, including our Chief Executive €ffiand Chief Financial Officer, we
have conducted an evaluation of the effectivenéssiointernal control over financial reporting @fsthe end of the fiscal year covered by
this annual report on Form 10-K based on the daitget forth ininternal Control - Integrated Frameworksued by the Committee of
Sponsoring Organizations of the Treadway CommisfBdSO). Based on our evaluation, management cdedlthat our internal control
over financial reporting was effective as of Decem®l, 2012 based on the COSO criteria. KPMG ldrPindependent registered public
accounting firm, who audited our consolidated fitiahstatements included in this Form 10-K, hageskan attestation report on our
internal control over financial reporting, whichimeluded herein.

Changes in Internal Control over Financial Repogin

There have been no changes in our internal cooen financial reporting during the quarter endet®mber 31, 2012 that have mater
affected, or are reasonably likely to materiallfeef, our internal control over financial reporting
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ltem Other Inf or mation
9B.

None.
PART III
Item 10.Directors, Ex ecutive Officers and Corporate Governance
The information called for by Item 10 is incorpaatherein by reference to the material under tpéiass “Election of Directors” and
“Directors, Executive Officers and Corporate Gowaree” in our Definitive Proxy Statement for our 204nnual Meeting of Stockholders, to
be filed with SEC on or before April 30, 2013 ({12013 Proxy Statement”).

Item 11.Execut iv e Compensation

The information called for by Item 11 is incorp@etherein by reference to the material under tpéaa“Executive Compensatiofifi our
2013 Proxy Statement.

Item 12.Securit y Ownership of Certain Beneficial Owners and Manageent and Related Stockholder Matters

The information called for by Item 12 is incorpaatherein by reference to the material under tpéaa“Security Ownership of Certain
Beneficial Owners and Management” in our 2013 PrStgtement.

Item 13.Cer tai n Relationships and Related Transactions, and Diréor Independence

The information called for by Item 13 is incorpa@atherein by reference to the material under tpéaa“Information Concerning
Directors and Executive Officers- Certain Relatlups and Related Transactions” in our 2013 Proagehtent.

Item 14.Pr inci pal Accounting Fees and Service

The information called for by Item 14 is incorp@etherein by reference to the material under thp&aa“Principal Accountant Fees and
Services” in our 2013 Proxy Statement.
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PART IV

Item 15.Exhib i ts, Financial Statement Schedule

(@) (1) Financial Statements Page
Reports of KPMG LLP, Independent Registered Pubdicounting Firm 38
Consolidated Balance Sheets as of December 31,£01 2011 40
Consolidated Statements of Operations and Compsereehoss for the years ended December 31, 20112, 26d 201( 41
Consolidated Statements of Stockhol’ Equity for the years ended December 31, 2012, 2081201( 42
Consolidated Statements of Cash Flows for the yeaded December 31, 2012, 2011 and 2 44
Notes to Consolidated Financial Statem 46

@ (2 Financial Statement Schedule
SCHEDULE Il — VALUATION AND QUALIFYING ACCOUNTS

For the years ended December 31, 2012, 2011 ar@l 201
(in thousands of dollars)

Balance at
beginning of Deductions Balance at
year Additions (A) (B) Other (C) end of year
Allowance for doubtful accounts
Year ended December 31, 2012 $ 474 $ 144 $ (319 $ 27 $ 27¢
Year ended December 31, 2011 $ 306 $ 48: 3 (25€) $ (59 $ 474
Year ended December 31, 2010 $ 751 $ 46C $ (1,014 $ 10 $ 30€

(A) Includes charges to costs and expenses, net dqngment recovere
(B) Includes deductions for uncollectible accountsiked®e, net of any equipment recove
(C) Miscellaneous activity for product sales recognieach cash bas
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(a)(3) Exhibits
CYTORI THERAPEUTICS, INC.
EXHIBIT INDEX
Filed
Exhibit with this
Number Form 10-
Exhibit Title K
1.1 Underwriting Agreement, dated October 8, 2010, ketw Cytol
Therapeutics, Inc. and Jefferies & Compe
1.2 Underwriting Agreement, dated December 14, 2012wéen Cytol
Therapeutics, Inc. and Lazard Capital Markets |
25 Asset Purchase Agreement dated May 30, 2007, Gybatween Cyto
Therapeutics, Inc. and MacroPore Acquisition Sab,
3.1 Amended and Restated Certificate of Incorporation.
3.2 Amended and Restated Bylaws of Cytori Therapeutics,
3.3 Certificate of Ownership and Merger.
4.1 Rights Agreement, dated as of May 19, 2003, betwé&amori

Therapeutics, Inc. and Computershare Trust Comphmy, as Righi
Agent, which includes: as Exhibit A thereto, therraoof Certificate c
Designation, Preferences and Rights of Series Rifeifed Stock (
Cytori Therapeutics, Inc.; as Exhibit B theretoe tRorm of Riglk
Certificate; and, as Exhibit C thereto, the SumnwriRights to Purcha
Series RP Preferred Stot

41.1 Amendment No. 1 to Rights Agreement dated as of Nay 200t

between Cytori Therapeutics, Inc. and Computersiaust Compan!

Inc. as Rights Agen

4.1.2 Amendment No. 2 to Rights Agreement, dated as ajuAti 28, 200°

between us and Computershare Trust Company, NsAsacessor

Computershare Trust Company, Inc.), as Rights Ag

4.2 Form of Warrant.

4.3 Form of Warrant to be dated February 28, 2007.

4.4 Form of Warrant to Purchase Common Stock issuedugust 11, 200
pursuant to the Securities Purchase Agreementd daigust 7, 2008, t
and among the Company and the Purchasers identifietthe signatu
pages theretc

4.5 Registration Rights Agreement, dated August 7, 2098nd among ti
Company and the Purchasers identified on the sigagiages theret

4.6 Warrant to Purchase Common Stock issued by the @oynpn Octobe
14, 2008 in favor of GE Capital Equity Investments;., pursuant to tt
Loan and Security Agreement dated October 14, 2

4.7 Warrant to Purchase Common Stock issued by the @oynpn Octobg
14, 2008 in favor of Silicon Valley Bank, pursuaet the Loan an
Security Agreement dated October 14, 2(

4.8 Form of Warrant to Purchase Common Stock to beetgsan or abol

Incorporated by Reference

Form
8-K

8-K

10-Q

10-Q

10-Q

10-Q

8-A

8-K

8-K

8-K

8-K

8-K

8-K

10-K

10-K

8-K

File No.
001-34375
Exhibit 1.1

001-34375
Exhibit 1.1

000-32501
Exhibit 2.5

000-32501
Exhibit 3.1

000-32501
Exhibit 3.2

000-32501
Exhibit 3.1.1

000-32501
Exhibit 4.1

000-32501
Exhibit 4.1.1

000-32501
Exhibit 4.1.1

000-32501
Exhibit 4.2

000-32501
Exhibit 10.4

000-32501
Exhibit 10.34

000-32501
Exhibit 10.35

000-32501
Exhibit 10.61

000-32501
Exhibit 10.62

000-32501

Date Filed
10/08/2010

12/14/2012

08/14/2007

08/13/2002

08/14/2003

11/14/2005

05/30/2003

05/18/2005

09/04/2007

03/10/2009

02/26/2007

08/08/2008

08/08/2008

03/06/2009

03/06/2009

05/08/2009



4.9

May 11, 2009
Registration Rights Agreement, dated May 7, 209%itd among Cytc

Therapeutics, Inc. and the Purchasers identifiedhensignature pag
thereto.
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4.10

411

4.12

4.13

4.14

4.15

4.16

10.1#

10.1.1#

10.10#

10.10.1#

10.12#

10.13#

10.14#

10.15#

10.16#

Warrant to Purchase Common Stock issued by the @oynpn June 1
2010 in favor of GE Capital Equity Investments, .Jngursuant to tt
Amended and Restated Loan and Security Agreemeed diune 1.
2010.

Warrant to Purchase Common Stock issued by the @oynpn June 1
2010 in favor of Silicon Valley Bank, pursuant toet Amended ar
Restated Loan and Security Agreement dated Jun2z010,

Warrant to Purchase Common Stock issued by the @oypn June 1
2010 in favor of Oxford Financial Corporation, pusst to the Amende
and Restated Loan and Security Agreement dated1Iuriz010

Warrant to Purchase Common Stock issued by the @nynpor
September 9, 2011 in favor of GE Capital Equity dstvnents, Inc
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Board of Directors resolution adopted November O0& regardin
determination of fair market value for stock optigmant purpose
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our Form 10K Annual Report, as filed on March 30, 2007
incorporated by reference here

2004 Equity Incentive Plan of Cytori Therapeutics,

Board of Directors resolution adopted November O0& regardin
determination of fair market value for stock optigmant purposes.

Notice and Agreement for Stock Options Grant Pursua Cytor
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Form of Notice of Stock Options Grant Relatinghte 2004 Equity
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Olympus Corporation and the Compa

Sublease Agreement dated May 24, 2005, betweereBitgc, Inc. anc
the Company
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10.48.1

10.49+
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10.51.1

10.52#

10.53#

10.54#

10.55

10.55.1

License/ Commercial Agreement dated November 45 2068tween
Olympus-Cytori, Inc. and the Compatr

Amendment One to License/ Commercial Agreementddidterember
14, 2007, between Olympus-Cytori, Inc. and the Camyp

License/ Joint Development Agreement dated Novemb26005,
between Olympus Corporation, Olym-Cytori, Inc. and the Compan

Amendment No. 1 to License/ Joint Development Agreet dated May
20, 2008, between Olympus Corporation, Olympus-fiytioc. and the
Company.

Shareholders Agreement dated November 4, 2005 geat@lympus
Corporation and the Compar

Common Stock Purchase Agreement, dated August(®, 2y and
between Cytori Therapeutics, Inc. and Olympus Ceafan.

Form of Common Stock Subscription Agreement, daétegust 9, 2006
(Agreements on this form were signed by Cytori eadh of respective
investors in the Institutional Offering

Financial services advisory engagement letter ageeg dated Februar
16, 2007, between Cytori Therapeutics, Inc. and V\@@Burities, LLC

Common Stock Purchase Agreement, dated March 2§, 2y and
between Cytori Therapeutics, Inc. and Green HolsBitaply, Inc.

Consulting Agreement, dated May 3, 2007, by and/éen Cytori
Therapeutics, Inc. and Marshall G. C

Master Cell Banking and Cryopreservation Agreemeffigctive August
13, 2007, by and between Green Hospital Supply, laed Cytori
Therapeutics, Inc

Amendment No. 1 to Master Cell Banking and Cryopreation
Agreement, effective June 4, 2008, by and betweeeiGHospital
Supply, Inc. and the Compar

License & Royalty Agreement, effective August 2802, by and
between Olympt-Cytori, Inc. and Cytori Therapeutics, In

Common Stock Purchase Agreement, dated Febru@2g08, by and
between Green Hospital Supply, II and Cytori Therapeutics, In

Amendment No. 1 to Common Stock Purchase Agreemated
February 29, 2008, by and between Green Hospiigh!$ulnc. and
Cytori Therapeutics, In

Agreement for Acceleration and/or Severance, daaediary 31, 2008, |
and between Christopher J. Calhc¢ and Cytori Therapeutics, In

Agreement for Acceleration and/or Severance, daaedary 31, 2008, |
and between Marc H. Hedric and Cytori Therapeutics, In

Agreement for Acceleration and/or Severance, daaedary 31, 2008, |
and between Mark E. Sa and Cytori Therapeutics, In

Common Stock Purchase Agreement, dated AugustOB, 2y and
between the Company and Olympus Corpora

Amendment No. 1 to Common Stock Purchase Agreerdated Augus
8, 2008, by and between the Company and OlympugdZation.
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Securities Purchase Agreement, dated August 7,,2808nd among thi
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Company, General Electric Capital Corporation, sredother lenders
signatory theretc

Promissory Note issued by the Company in favor efi€al Electric

Capital Corporation or any subsequent holder tHepeosuant to the
Loan and Security Agreement dated October 14, 2
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Form of Subscription Agreement by and between Cytioerapeutics,
Inc. and the Purchaser (as defined therein), degexf March 9, 200¢

Placement Agency Agreement, dated March 9, 20a%dsm Cytori
Therapeutics, Inc. and Piper Jaffray & (

Securities Purchase Agreement, dated May 7, 2608nt among Cyto
Therapeutics, Inc. and the Purchasers identifiethersignature pages
thereto.

Form of Common Stock Purchase Agreement by anddsetvZytori
Therapeutics, Inc. and Seaside 88, LP, dated &snaf 19, 200¢

Lease Agreement entered into on April 2, 2010, betwHCP Callan R«
LLC. and Cytori Therapeutics, In

Amended and Restated Loan and Security Agreematggddune 11,
2010, by and among the Company, General Electqgt&laCorporation,
and the other lenders signatory ther:

Promissory Note issued by the Company in favor efé&al Electric
Capital Corporation or any subsequent holder tHeposuant to the
Loan and Security Agreement dated June 11, z

Promissory Note issued by the Company in favor xdb@l Financial
Corporation or any subsequent holder thereof, untsto the Loan and
Security Agreement dated June 11, 2(

Common Stock Purchase Agreement, dated DecemBé€i6, by and
among Cytori Therapeutics, Inc. and Astellas Phdmz

Form of Notice and Restricted Stock Award Agreenfengrants of
performance-based restricted stock awards undexd4 Equity
Incentive Plan

Form of Common Stock Purchase Agreement by anddsetvZytori
Therapeutics, Inc. and Seaside 88, LP, dated dylgdil

First Amendment to Amended and Restated Loan andrBg
Agreement, dated June 23, 2011, by and among thgp@uay, Oxford
Finance LLC, the other lenders party hereto ande@GaiElectric Capital
Corporation.

Second Amendment to the Amended and Restated LrahB8ecurity
Agreement, dated September 9, 2011, by and amen@dmpany,
General Electric Capital Corporation, and the oterders signatory
thereto.

Promissory Note issued by the Company in favor efi€al Electric
Capital Corporation or any subsequent holder tHeposuant to the
Loan and Security Agreement dated September 9,..

Promissory Note issued by the Company in favorileé@ Valley Bank
or any subsequent holder thereof, pursuant to tia land Security
Agreement dated September 9, 2(

Promissory Note issued by the Company in favor xdb@l Financial
Corporation or any subsequent holder thereof, @untsto the Loan and
Security Agreement dated September 9, 2

First Amendment to Lease Agreement entered intlavember 4, 201:
between HCP Callan Rd, LLC. and the Comp:

2011 Employee Stock Purchase Plan

Contract HHS0100201200008C dated September 27, 291ehd
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Services Biomedical Advanced Research and Develop&gthority

(portions of the exhibit have been omitted pursuarat request for

confidential treatment).
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Code of Ethics.

Consent of KPMG LLP, Independent Registered Pukdicounting Firm
Certification of Principal Executive Officer Pursudo Securities
Exchange Act Rule 13a-14(a), as adopted pursugedton 302 of the
Sarbane-Oxley Act of 200z

Certification of Principal Financial Officer Pursudo Securities
Exchange Act Rule 13a-14(a), as adopted pursugdedtion 302 of the
Sarbane-Oxley Act of 200z

Certifications Pursuant to 18 U.S.C. Section 13urities Exchange
Act Rule 13a-14(b), as adopted pursuant to Se@iéhof the Sarbanes
Oxley Act of 2002
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XBRL Calculation Linkbase Docume

XBRL Definition Linkbase Documer

XBRL Label Linkbase Documel

XBRL Presentation Linkbase Docume

X X X X X X

10-K

+ Portions of these exhibits have been omitted punisicaa request for confidential treatme
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03/30/2004

*  XBRL information is furnished and not filed for pases of Sections 11 and 12 of the SecuritiesfA®&38 and Section 18 of
Securities Exchange Act of 1934, and is not sulbgeltability under those sections, is not partaofy registration statement or
prospectus to which it relates and is not incorgedaor deemed to be incorporated by referenceantpregistration statemer
prospectus or other docume
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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. Calhou
Chief Executive Office
March 15, 201

Pursuant to the requirements of the Securities &xgh Act of 1934, this annual report has been difpeéow by the following persons on
behalf of the registrant and in the capacities@mthe dates indicated.

SIGNATURE TITLE DATE
/s/ Lloyd H. Dear Chairman of the Board of Directors March 15, 2013
Lloyd H. Dean

Chief Executive Officer, Vice-Chairman, Directori(iipal Executive March 15, 2013
/sl Christopher J. Calhot Officer)
Christopher J. Calhou
/s/ Marc H. Hedrick, ML President, Directo March 15, 2013
Marc H. Hedrick, MD
/sl Mark E. Saa Chief Financial Officer (Principal Financial Officg March 15, 2013
Mark E. Saac
/s/ John W. Townsen Chief Accounting Officer March 15, 2013

John W. Townsen

/s/ Richard J. Hawkin Director March 15, 2013
Richard J. Hawkin

/s/ Paul W. Hawra Director March 15, 2013
Paul W. Hawrar

/sl E. Carmack Holmes, M Director March 15, 2013
E. Carmack Holmes, Ml

/s/ David M. Rickey Director March 15, 2013
David M. Rickey

/s/ Tommy G. Thompsao Director March 15, 2013
Tommy G. Thompso
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EXHIBIT 23.1
Consent of Independent Registered Public Accountingirm

The Board of Directors
Cytori Therapeutics, Inc.:

We consent to the incorporation by reference irrégstration statements (Nos. 333-181764, 333-828i@d 333-122691) on Form S-8 and
(Nos. 333-134129, 333-140875, 333-153233, 333-15,7823-159912, 333-169822, and 333-172787) on F&wof Cytori Therapeutics, In
of our reports dated March 15, 2013, with respethé consolidated balance sheets of Cytori Thertégse Inc. and subsidiaries as of Decer
31, 2012 and 2011, and the related consolidatéeinséants of operations and comprehensive loss, lsvdadrs’ equity (deficit), and cash flows
for each of the years in the three year period @émerember 31, 2012, the accompanying schedulaloétion and qualifying accounts, and
the effectiveness of internal control over finahogporting of Cytori Therapeutics, Inc. and suimigs as of December 31, 2012, and to the
reference to our firm in Item 6, Selected FinanBiata, which reports and reference to our firm appé the December 31, 2012, annual re
on Form 10-K of Cytori Therapeutics, Inc.

/sl KPMG LLP

San Diego, Californi
March 15, 201!




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. | have reviewed this annual reporfFonm 10-K of Cytori Therapeutics, Inc.;

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary t
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4, The registrant’s other certifying officer(s)danare responsible for establishing and maintgmisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaoitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to u
others within those entities, particularly duriig teriod in which this report is being prepared;

(b) Designed such internal control over financégdarting, or caused such internal control overrfaial reporting to be designed uni
our supervision, to provide reasonable assuramgading the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentesi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such evaluation;
and

(d) Disclosed in this report any change in thegegnt's internal control over financial reportitigait occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrant’s other certifying officer(s)dainhave disclosed, based on our most recent eN@iuaf internal control over financial
reporting, to the registrant’s auditors and theitte@mmittee of the registrastboard of directors (or persons performing thevaden!
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the registrant’s
internal control over financial reporting.

Date: March 15, 201

/sl Christopher J. Calhot
Christopher J. Calhou
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.

| have reviewed this annual reporfFonm 10-K of Cytori Therapeutics, Inc.;

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary t
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officer(s)danare responsible for establishing and maintgmisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to u
others within those entities, particularly duriig teriod in which this report is being prepared;

(b) Designed such internal control over financégdarting, or caused such internal control overrfaial reporting to be designed uni
our supervision, to provide reasonable assuramgading the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentesi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such evaluation;
and

(d) Disclosed in this report any change in thegegnt's internal control over financial reportitigait occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

The registrant’s other certifying officer(s)dainhave disclosed, based on our most recent eN@iuaf internal control over financial
reporting, to the registrant’s auditors and theitte@mmittee of the registrastboard of directors (or persons performing thevaden!
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the registrant’s
internal control over financial reporting.

Date: March 15, 201
/sl Mark E. Saa

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 104Cgtori Therapeutics, Inc. for the year ended Delser 31, 2012 as filed with the
Securities and Exchange Commission on the datehe&taristopher J. Calhoun, as Chief Executive &gifiof Cytori Therapeutics, Inc., and
Mark E. Saad, as Chief Financial Officer of Cyfbhierapeutics, Inc., each hereby certifies, respelgti that:

1. The Form 10-K report of Cytori Therapeutics;.Ithat this certification accompanies fully conagliwith the requirements of section 13(a)
of the Securities Exchange Act of 19:

2. The information contained in the Form 10-K némd Cytori Therapeutics, Inc. that this certifiicen accompanies fairly presents, in all
material respects, the financial condition and ltesaf operations of Cytori Therapeutics, |

By: /s/ Christopher J. Calhot
Dated: March 15, 201 Christopher J. Calhot
Chief Executive Office

By: /s/ Mark E. Saa
Dated: March 15, 201 Mark E. Saac
Chief Financial Officel




