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(Mark One)
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OR

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
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Commission file number 001-34375
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PART |

ltem 1. Business

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 Statemeanthided herein (refer to Item 8).

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This report contains certain statements that magdemed “forward-looking statements” within the migg 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 conditipespected future developments and other facteng bielieve 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 ourgpwsfit 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 additiorzdsh, 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 under the “Risk feas” in Item 1A of Part | above, which we
encourage you to read carefully.

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 reporgasponly as of the date of this report (unles
earlier date is indicated) and we undertake no gdition to update or revise the statements excemasred 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.

This Annual report on Form 10-K refers to tradenmsskich as Cytori Cell Therapy, Celution, Intrava@eregraft and StemSource. Solely for
convenience, our trademarks and tradenames refaoréu this Form 10-K may appear without ther ™ symbols, but such references are no
intended to indicate in any way that we will no$es, to the fullest extent under applicable law; oghts to these trademarks and tradenan

General

Cytori Therapeutics (NASDAQ: CYTX) develops cellutaerapeutics uniquely formulated and optimizedsfeecific diseases and medi
conditions. Our lead therapeutics are currentigeted for impaired hand function in sclerodernsteoarthritis of the knee, anddeep thermal
burns combined with radiation exposure.

Our cellular therapeutics are collectively knowntbg trademarked name, Cytori Cell Therdldy and consist of a heterogeneous
population of specialized cells including stem s#flat are involved in response to injury, repat healing. These cells are extracted from an
adult patient’s own adipose (fat) tissue usingfally automated, enzymatic, sterile Celutid8ystem devices and consumable sets at the pla
where the patient is receiving their care (i.eratie no off-site processing or manufacturing).ta@iyCell Therapy can either be administered tc
the patient the same day or banked for future éseindependent published study has demonstratdtir proprietary process results in
higher nucleated cell viability, less residual eneyactivity, less processing time, and improvecheatcs in terms of cell progenitor output
compared to other semi-automated and automate@sses available.
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Our goal is to bring Cytori Cell Therapy to markiest for treatment of impaired hand function ilesoderma and osteoarthritis of the
knee, through Cytorsponsored clinical development efforts. We reativevestigational Device Exemption (IDE) approvalr the U.S. Foc
and Drug Administration (FDA) in late 2014 and &rlg 2015 initiated both osteoarthritis and sclemda studies. In addition, we are
developing a treatment for thermal burns combinéd wadiation injury under a contract from the Biedical Advanced Research Developn
Authority (BARDA), a division of the U.S. Departntenf Health and Human Services. We are also expasther development opportunities
in a variety of other conditions.

In addition to our targeted therapeutic developmesthave continued to commercialize the Celuti®ystem under select medical device
approvals, clearances and registrations to reseastbmers developing new therapeutic application€ytori Cell Therapy in Europe, Japan,
and other regions. The sale of systems, consumabteancillary products in advance of specific tatgury claims and reimbursement
contributes a margin that partially offset our @iigrg expenses and play a role in fostering famijiavithin the medical community with our
technology. These sales have also facilitatedliseovery of new applications for Cytori Cell Thpyaby customers conducting investigator-
initiated and funded research.

Scleroderma

In January 2015, the FDA granted unrestricted Ippraval for a pivotal clinical trial, named the “8R” trial, to evaluate Cytori Cell
Therapy as a potential treatment for impaired Handtion in scleroderma, a rare autoimmune disaffeeting approximately 50,000 patients
in the U.S. The STAR trial is a 48 week, randomjzémlible blind, placebo-controlled pivotal clini¢ehl of 80 patients in the U.S. The trial
evaluates the safety and efficacy of a single adtnation of Cytori Cell Therapy (ECCS-50) in scderma patients affecting the hands and
fingers. The STAR trial plans to use the Cochinchacore, a validated measure of hand functioh@ptimary endpoint measured at six
months after a single administration of ECCS-5@lacebo. Patients in the placebo group will beilgligfor crossover to the active arm of the
trial after all patients have completed 48 weektddw up. In February 2015, the FDA approved mguest to increase the number of
investigational sites from 12 to up to 20. The@ased number of sites is anticipated to broadegd¢lographic coverage of the trial and
facilitate trial enrollment. The trial is expectedinitiate in mid-2015.

The STAR trial is predicated on a completed piloage /11 trial performed in France termed SCLERADE The results were publishec
the Annals of the Rheumatic DiseasesMay 2014 and demonstrate approximately a 50 gugranprovement at six months across
important and validated endpoints used to asses<lthical status in patients with scleroderma wiittpaired hand function. Patient
perceived their health status to be improved asvshay a 45-2% and 42-4% decrease of the Scleroddeabih Assessment Questionn
(SHAQ) at month 2 (p=0-001) and at month 6 (p=0)084pectively. A 47-4% and 56-0% decrease of thehi@ Hand Function Scale (CHF
at month 2 and month 6 in comparison to baseline wlaserved (p<0-001 for both). Grip strength irmedaat month 6 with a me
improvement of +4.8+6.4 kg for the dominant handQ933) and +4.0+3.5 kg for the naimminant hand (p=0.002). Similarly, an increas
pinch strength at month 6 was noted with a mearrorement of +1.0£1.1 kg for the dominant hand (969) and +0.8+1.2 kg for the non-
dominant hand (p=0.050). Among subjects havingast one digital ulcer (DU) at inclusion, total rhen of DU decreased, from 15 DU
baseline, 10 at month 2 and 7 at month 6. The geeraduction of the RaynawlCondition Score from baseline was 53.7% at m@
(p<0.001) and 67.5% at month 6 (p<0.001). Hand ghimwed a significant decrease of 37.8% at monfp=R.001) and 41.7% at montl
(p<0.001).

In 2014, in conjunction with by Dr's Guy MagalondBrigette Granel, Cytori has submitted a studyrésiew for a follow pivotal/phase
[Il randomized, double-blind, placebo controlleidltin France called SCLERDEC II. Patients willfoowed for 6 months post-procedure.

Scleroderma is a chronic autoimmune disorder agttivith fibrosis of the skin, destructive chanigelslood vessels and multiple organ
systems as the result of a generalized overpraztucfi collagen. Scleroderma affects women four simere frequently than men and is
typically detected between the ages of 30 and Sfelthan 90 percent of scleroderma patients hane imaolvement that is typically
progressive and can result in chronic pain, bldod thanges and severe dysfunction. The limitedlavia treatments for scleroderma may
provide some benefit but do little to modify diseasogression or substantially improve symptomeaiment options are directed at protectin
the hands from injury and detrimental environmeantalditions as well as the use of vasodilators. f\the disease is advanced,
immunosuppressive and other medications may beluseare often accompanied by intolerable sidecesfe

The STAR trial is predicated on a completed pitiatl performed in France. The results were pubklisim theAnnals of the Rheumatic
Diseasedin May 2014 and demonstrated approximately a 56guelimprovement at six months across four imporad validated endpoints
used to assess the clinical status in patientssgigroderma with impaired hand function.
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Osteoarthritis

In the later part of 2014, Cytori received apprdwathe FDA to begin a U.S. IDE pilot (phase Il of Cytori Cell Therapy in patients
with osteoarthritis of the knee. The trial, calle@T-OA, is a 90 patient, randomized, double-bliphcebo control study involving two dose
escalations of Cytori Cell Therapy (ECCO-50), a bose and a high dose, conducted over 48 weeks.raftdomization is 1:1:1 between the
control, low dose and high dose groups. The pgread point will be pain on walking as measuredh®yKnee Injury and Osteoarthritis
Outcome Score (KOOS score) at twelve weeks. Aduiliendpoints include the full KOOS questionnainagnetic resonance imaging (MRI)
and adverse events. The trial enrolled the fiasiept in February 2015.

Osteoarthritis is a disease of the entire joinblaing the cartilage, joint lining, ligaments, andderlying bone. The breakdown of tissue
leads to pain, joint stiffness and reduced functitins the most common form of arthritis and affean estimated 13.9% of US adults over the
age of 25, and 33.6% of adults over the age of@&rent treatments include physical therapy, nenegdal anti-inflammatory medications,
viscosupplement injections, and total knee replasemA substantial medical need exists as prasedications have limited efficacy and jo
replacement is a relatively definitive treatmenttfiose with the most advanced disease.

Cutaneous and Soft Tissue Thermal and Radiation I njuries

Cytori Cell Therapy (DCCT-10) is also being devedgdor the treatment of thermal burns combined wvatliation injury. In the third
quarter of 2012, we were awarded a contract toldpvenew countermeasure for thermal burns valteg & $106 million with BARDA.

The initial base period included $4.7 million oven years for preclinical research and additioreledlopment support for Cytori's
Celution® System. The additional contract optiahfylly executed, could cover our clinical devefopnt through FDA approval under a
device-based pre-market approval application (Pk&gulatory pathway. We submitted reports to BARDAate 2013 detailing the
completion of the objectives in the initial contra&n In-Process Review Meeting in the first hdi614 confirmed completion of the proof of
concept phase.

In August and December, 2014, BARDA awarded cohwations with us worth approximately $14 millioFhe options allow for
continuation of research, regulatory, clinical, atider activities required for approval and cormiplebf a pilot clinical trial using Cytori Cell
Therapy (DCCT-10) for the treatment of thermal lsucombined with radiation injury. The award fondacting the pilot trial, approximately
$8 million, would follow FDA approval of the trigrotocol and associated documentation. Once tbetgal is analyzed, the final phase
would include research, regulatory, and clinicadivities necessary to achieve regulatory clearafmeseatment of combined injury involving
thermal burn and radiation exposure. A pivotatickl trial of Cytori Cell Therapy (DCCT-10) foréimal burn injury would be the primary
basis for FDA approval. The total award is intentedupport all clinical, preclinical, regulatoand technology development activities neede
to complete the FDA approval process for use imtla¢ burn injury under a device-based PMA regulafmthway.

Other Clinical I ndications

In 2014, we truncated enrollment at 31 patienthénU.S. ATHENA trials for chronic heart failure asesult of a variety of enroliment
delays.. The company intends to review 6 and 12tmdata in 2015 and with the analysis, determirierther development work in the
cardiovascular area is warranted. In addition éoG@oempany-sponsored clinical work on the ATHENAl{rCytori Cell Therapy (OICH-D3) is
available on a limited commercial basis for vascataditions in several countries outside of Ndktherica.

Another therapeutic target under evaluation issstrginary incontinence in men following removatloé prostate gland (radical
prostatectomy), which is based on positive datanteg in a peer reviewed journal. A study is cuoilsebeing planned in Japan and anticipatec
to begin this year. This study will receive substdrsupport from Japan’s Ministry of Health, Lab@nd Welfare (MHLW).

Sales & Marketing

Cytori Cell Therapy™

A majority of Cytori’s product revenue in 2014 wderived from Japan. New cell therapy regulationdapan, may reduce regulatory
uncertainties and provide greater clarity for ttepany moving forward. Besides revenue, these gateside strategic value for us through
the investigator relationships that are built, ickth data that is compiled and the global visipitienerated. In Europe, Celution ® System has
CE mark approval for select indications. Our Ewapcustomers include hospitals and clinics asagealesearchers performing investigator-
initiated and funded studies.
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Cytori Cell and Tissue Banking

We currently market Cytori Cell and Tissue Bankiadhospitals, clinics, tissue banks, and stemhbzaiking companies worldwide throu
a combination of distributors and direct sales. $bkation encompasses three configurations thadea@able on a regionally specific basis:
banking, cell and adipose tissue banking, or adipissue banking alone. We remain responsible orufacturing and sourcing all necessary
equipment, including but not limited to cryopression chambers, cooling and thawing devices, @iking protocols and the proprietary
software and database application.

Refer to Note 2 of the Notes to Consolidated Firdr&tatements for a discussion of geographicatentration of sales.
Customers

In Japan, Europe, Middle East, Asia-Pacific, antin,America we offer Cytori Cell Therapy and Cyt@ell and Tissue Banking through
direct sales reps, distributors, and partnersuiiog Lorem Vascular Pty. Ltd. (Lorem Vascular)spitals, clinics, and researchers performing
investigator-initiated and funded studies.

Manufacturing and Raw Materials

Our products are currently manufactured at the Gomig headquarters in San Diego, CA and in Walested Kingdom. Our
manufacturing capabilities are expected to enabl® uneet anticipated demand in 2015. We are, lmdhnufacturer of any future therape!
products would be, subject to periodic inspectipmdgulatory authorities and distribution partndilse manufacturer of devices and products
for human use is subject to regulation and inspadtiom time to time by the FDA for compliance witte FDA’s Quality System Regulation,
or QSR, requirements, as well as equivalent remeres and inspections by state and non-U.S. regylatthorities, such as our Notified
Body in Europe.

Most of the raw materials required to manufacthee@elution @System family of products are commonly availabterfrmultiple source:
and we have identified and executed supply agretsweéth our preferred vendors. Some specialty camepts are custom made for us, and w
are dependent on the ability of these suppliedetiver functioning parts or materials in a timehgnner to meet the ongoing demand for our
products. There can be no assurance that we wabhleto obtain adequate quantities of the necgsaar materials supplies within a
reasonable time or at commercially reasonable gricgerruptions in supplies due to price, timiagavailability or other issues with our
suppliers could have a negative impact on ourtgti manufacture products.

Competition

The field of regenerative medicine is expandingdigpin large part through the development of -drlked 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 regemeratells 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 regeneclise

With the growing number of companies working in tedl therapy field, we are forced to compete ass®Es/eral areas, including equity
and capital, clinical trial sites, enrollment otigats in clinical trials, corporate partnershigkilled and experienced personnel and commercie
market share. Some of our competitors and potectialpetitors have substantially greater finan¢gdhnological, research and development,
marketing, and personnel resources than we do.afeat with any accuracy forecast when or if thesapganies are likely to bring cell
therapies to market for indications such as sckemod, osteoarthritis, and thermal burns which veeadso pursuing.

Companies researching and developing cell-basedpiss for our lead indications include, but arelimited to, Aastrom Biosciences,
Arteriocyte, Cellular Biomedicine Group, GID Grquyledistem, Mesoblast, Osiris, Regeneus, Stempeulicssue Genesis and Vericel. Tk
companies are in various stages of clinical devak for their respective cell therapies. In additiwve are aware of several surgeons who at
performing autologous fat transfers using manuahods, some of whom enrich the fat with autologadipose-derived cells. In 2014 the
FDA released several guidances which are antigipatémit the availability of non-FDA approved téterapies including those derived from
adipose tissue. FDA has issued specific guidandd@use of cells from adipose tissue. SpeclficBDA has indicated that the process of
separating the stromal vascular fraction from askpiissue is considered a regulated process ahdslis are considered drugs that would
need FDA oversight prior to use on humans. Ihéseé same stromal vascular cells that are productte Celution device. Since Cytori has
previously initiated a regulatory pathway with FE#at is consistent with this new public announcenfeMA pathway for Celution System),
the regulatory impact to Cytori is minimal and dom@atory in nature. However, the regulatory impfactCytori competitors is unknown as the
full impact of these new FDA guidelines are not\kno
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We expect to compete based on, among other thimgglinical safety, clinical efficacy, regulagapprovals, and cost effectiveness of
our solutions . We also believe the newly annodri€2A policies on the selection of stromal vasciiaction cells from adipose cells are
favorable for Cytori Celution System given the ftwt Cytori had previously initiated a regulatpathway that is consistent with these new
FDA announcements.

Research and Development

Research and development expenses were $15,1085,00065,000 and $13,628,000 for the years endedieer 31, 2014, 2013 and
2012, respectively. These expenses have suppbedihsic research, product development and cliatavities necessary to bring our
products to market.

Our research and development efforts in 2014 fatpsedominantly on the following areas:

« Supported enroliment in the ATHENA and ATHENA lidtis;
« Supported ongoing preclinical and other researtkities towards BARDA contract milestones;

« Continued patient follow-up and data analysis fitbm European ADVANCE trial assessing the effedCgtori Cell Therapy compared to
a placebo control in patients with chronic myocartichemia

« Supported FDA submission and approval of the STédkeoderma) and ACT-OA (osteoarthritis) trials;

« Prepared and submitted multiple regulatory filingthe United States, Europe, Japan, and otheomsgklated to various cell and tissue
processing systems under developm

. Developed new configurations and expanded funclitynaf our Celution® platform to address the current Japan approvalnasdical
device (Japan Class I) and other mark

« Conducted adipose derived regenerative cells (ADR&b)ility and transport studies in support of wad trial requirements;

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

« Continued to optimize and develop the Celufi@ystem family of products and next-generation deyjisingle-use consumables and
related instrumentatiol

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 combinatmfrpatent, trade secret, copyright and
trademark laws, as well as confidentiality agreeisiditensing 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 gamages, alter our products or processes, olitaimsks or cease certain activities.

To protect our proprietary medical technologies|uding the Celution® System platform and otheestific discoveries, Cytori has over
75 issued patents worldwide. We have 22 issuedpa®nts and 54 issued international patents. ©2#hissued U.S. patents, 3 were issued i
2014. Of the 54 issued international patents, &vsgued 2014. In addition, we have over 45 papplications pending worldwide related to
our technology. We are seeking additional patentsiethods and systems for processing adipose-desteen and regenerative cells, on the
use of adipose-derived stem and regenerativefoels variety of therapeutic indications, includitigir mechanisms of actions, on
compositions of matter that include adipose-derstedn and regenerative cells, and on other sdiedigcoveries. We are also the exclusive,
worldwide licensee of the Regents of the Universitalifornia’s rights to a portfolio related teolated adipose derived stem cells, which
includes one US patent and twelve foreign patents.
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We cannot assure that any of our pending patenicatipns will be issued, that we will develop atitatial proprietary products that are
patentable, that any patents issued to us willigeus with competitive advantages or will not balienged by any third parties or that the
patents of others will not prevent the commercadian of products incorporating our technology.tRermore, we cannot assure that others
not independently develop similar products, dupdicny of our products or design around our patéhs. patent applications are not
immediately made public, so we might be surprisgthle grant to someone else of a patent on a téoimave are actively using.

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 clagmFor many of our pending applications, paterrfetence proceedings may be instituted witl
the U.S. Patent and Trademark Office (USPTO) whererthan one person files a patent application riogehe same technology, or if
someone wishes to challenge the validity of anedguatent. At the completion of the interferencacpeding, the USPTO will determine wh
competing applicant is entitled to the patent, bether an issued patent is valid. Patent interfergmoceedings are complex, highly contested
legal proceedings, and the USPTO'’s decision isestilthp appeal. This means that if an interferemoeqeding arises with respect to any of our
patent applications, we may experience signifiexipenses and delay in obtaining a patent, ane ibthicome of the proceeding is unfavorable
to us, the patent could be issued to a competitber than to us. Third parties can file post-gpaoceedings in the USPTO. Seeking to have
issued patent invalidated, within nine months s@iance. This means that patents undergoing postqgraceedings may be lost, or some or al
claims may require amendment or cancellation,aéfdhtcome of the proceedings is unfavorable t&ast-grant proceedings are complex and
could result in a reduction or loss of patent right

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 countriemiiiating opposition proceedings. Opposition pratiegs against any of our patent filings in a
foreign country could have an adverse effect oncouresponding patents that are issued or pendititgi U.S. It may be necessary or usefu
us to participate in proceedings to determine iy of our patents or our competitors’ patettitst have been issued in countries other thar
the United States. This could result in substactiats, divert our efforts and attention from othaspects of our business, and could have a
material adverse effect on our results of operatamd financial condition. We currently have pegddatent applications or 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, sonwedein 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 PracticeseOdtatutory and regulatory requirements govermray other things, registration and
inspection, medical device listing, prohibitionsaatst misbranding and adulteration, labeling anst{pearket reporting.
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The Celution® System family of products must alemply with the government regulations of each ifdlial country in which the
products are to be distributed and sold. Thesda#guos vary in complexity and can be as stringantl on occasion even more stringent, than
FDA regulations in the United States. Internatiag@mlernment 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 andgémgecell therapy and cell banking regulationd tieve recently been drafted and/or
implemented in various countries around the wdHd,application and subsequent implementationede¢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 regukatarocess. Furthermore, government regulationschange with little to no notice and may
result in up-regulation of our product(s), theretngating a greater regulatory burden for our padcessing and cell banking technology
products.

Worldwide, the regulatory process can be lengtkgeasive, and uncertain with no guarantee of agr@efore any new medical device
may be introduced to the U.S. market, the manufacggenerally must obtain FDA clearance or apprévaugh 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® SystenHaorope and the U.S. for use in cardiovascularadiseequires that we conduct clinical
trials to collect safety and efficacy data to suppearketing approvals. We have completed a ptladysin Europe for acute myocardial
infarction. We completed a pilot study for chromgocardial ischemia in Europe and based on theatataeeking a limited approval in
Europe. In the U.S., we are currently following&tients in the ATHENA trials for refractory heéatlure under the device regulations via the
PMA pathway.

Summary of Celution ® System Family Regulatory Status

Region | Clinical Applications Regulatory Status
Japan Cell Banking Approved
Celution® Centrifuge, Celbrush, Puregraft Bag asld& Class | Notification
components.
Celution® 800 and Celution One: Cell Processingrée CE Mark

implantation or ranfusion into same patient (General Process

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

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

Intravase® for use with Celution® 800 CE Mark

Cell Concentration CE Mark

Celution® One cosmetic and reconstructive surglaiyns CE Mark
uU.S. Osteoarthritis ACT-OA trial being initiated
uU.S. Scleroderma STAR (full IDE approval granted in January 2015)
uU.S. Refractory Heart Failure ATHENA and ATHENA Il IDE trial underway

Australia Celution 800 Cell Processing for re-lamtation or re-infusion intpARTG Certificate
same patient (general/plastic reconstruction), grafg
Instrument Sets

Croatia Celution 800 Cell Processing for re-inmpdgion or re-infusion int¢ Approval Certificated from the Croatia Agency for
same patient (general/plastic reconstruction), grafe TMedicinaI Products and Medical Devices
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New Celution 800, Puregraft, Instrument Sets WAND Reged

Zealand

Russia Celution 800 Cell Processing for re-imfaldan or re-infusion intgRoszdravnadzor Certificate (Federal Service fort@biof
same patient (general/plastic reconstruction), ¢rafe Healthcare and Social Development)

Serbia Celution 800 Cell Processing for re-imtdgion or re-infusion intALIMS (Medicines and Medical Devices Agency of
same patient (general/plastic reconstruction), grafe Serbia)

Singapore | Celution 800 Cell Processing for relimfation or re-infusion intpHSA approved, SMDR Registered
same patient (general/plastic reconstruction), grafe

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 produ&dditionally, the FDA actively enforces regulatioprohibiting marketing and promotion of
devices for indications or uses that have not lodeared 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 requithéur=DA review through new 510(k) or PMA submissio

We must comply with extensive regulations from fgngjurisdictions regarding safety, manufacturimggesses and quality. These
regulations, including the requirements for markgtind authorization may differ from the FDA redatst scheme in the United States.

Employees

As of December 31, 2014, we had 78 full-time emps; These employees are comprised of 12 employessnufacturing, 30
employees in research and development, 13 emplayeades and marketing and 23 employees in managgfinance and administration.
From time to time, we also employ independent @atitirs to support our operations. Our employeesial represented by any collective
bargaining agreements and we have never experiemcerjanized work stoppage.

Corporate Information and Web Site Access to SEC Kings

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 furnigttto, the U.S. Securities and Exchange Commisgs#tC). In addition, we publish on our
website all reports filed under Section 16(a) &f 8ecurities Exchange Act by our directors, oficand 10% stockholders. These materials ar
accessible via the Investor Relations—Reports alimtyE section of our website within the “SEC Fdsi link. Some of the information is
stored directly on our website, while other infotina can be accessed by selecting the provideddirike section on the SEC website, which
contains filings for our company and its insiders.

The public can also obtain any documents that leenfith the SEC at http://www.sec.goWhe public may read and copy any materials theat w
file with the SEC at the SEC’s Public Reference iRat 100 F Street, N.E., Room 1580, Washington, R0549. The public may obtain
information on the operation of the Public RefeeeRoom by calling the SEC at 1-800-SEC-0330.

Iltem Risk Factors
1A.

In analyzing our company, you should consider edlgthe following risk factors together with alf the other information included in tr
Annual Report on Form -K, including our unaudited Consolidated Financ&htements and the related notes and “Managers&iscussio
and Analysis of Financial Conditions and Result®perations”. If any of the risks described below occur, our hass, operating results, a
financial condition could be adversely affected #mg value of our common stock could decl
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Risks Related to Our Business

We will need to raise more cash in the future

We have almost always had negative cash flows fsparations. Our business will continue to resul Bubstantial requirement for
research and development expenses for several geaitsg which we may not be able to bring in stiéfint cash and/or revenues to offset thes
expenses. We have had, and we will continue to,fe@vengoing need to raise additional cash frorsidatsources to continue funding our
operations to profitability. We do not currentlylibge that our cash balance and the revenues froromerations will be sufficient to fund the
development and marketing efforts required to rgacfitability without raising additional capitaldm accessible sources of financing in the
very near future.

To date, these operating losses have been fundedrfly from outside sources of invested capital gnoss profits. We have had, i
we will likely continue to have, an ongoing needddse additional cash from outside sources to fundfuture operations. However, our abi
to raise capital was adversely affected once FD#aphold on our Athena trials in mid-2014, whichdtem adverse impact to stock price
performance and our corresponding ability to restne our debt. If we are unsuccessful in ourrédfto raise outside capital in the near term,
we will be required to significantly reduce oureasch, development, and administrative operatioctyding reduction of our employee base,
in order to offset the lack of available fundinge\Wxpect to continue to utilize our cash and cagslivalents to fund operations at least througt
June of 2015, subject to minimum cash and casldityuequirements of the Loan and Security Agreetweith the Lenders, which requires
that we maintain at least three months of cashami o avoid an event of default under the Loan@exlrity Agreement.

We have been placing, and will continue to plaimiicant effort into restructuring our current &iw Agreement with Oxford Finance
LLC and Silicon Valley Bank, and raising additiomalpital that will provide adequate capital resesrto allow us to continue to fund our
future operations. Based on our cash and cashaents on hand of approximately $15 million atcBmber 31, 2014, and our minimum
liquidity requirements of the Loan Agreement thejuire us to make principal and interest paymeh$#i. ®03,000 per month beginning in
April 2015 and our obligation to maintain at letilsee months of cash on hand, we must raise addit@apital and/or obtain a waiver or
restructure our Loan Agreement on or before May52@lavoid an event of default under our Loan Agrest. If we are unable to avoid an
event of default under the Loan Agreement the lemdrild have the right to cause the outstanding Eraount of approximately $27 million
become immediately due and payable. Our finangplags include pursuing additional cash throughtetyia corporate partnerships, licensing,
sales of equity, and refinancing of our Loan Agreatror modify the terms of the existing Loan Agream While we have an established
history of raising capital through these platforiaus¢gl we are currently involved in negotiations withltiple parties, there is no guarantee that
adequate funds will be available when needed fraditianal debt or equity financing, development aodhmercialization partnerships or fr
other sources, or on terms acceptable to us. Tidealeo no guarantee that that we will be ablefimance our existing debt, or that our lender
would agree to a modification of the Loan Agreemanterms that are acceptable to us. If our effartobtain sufficient additional funds are
not successful, in addition to the lender’s abitd@ycause the loan amount to be immediately dugagdble, we would at a minimum be
required to delay, scale back, or eliminate somalaf our research or product development, mastufing operations, administrative
operations, including our employee base, and @lroc regulatory activities, which could negativelffect our ability to achieve certain
corporate goals. In addition, the indebtednessuodelLoan Agreement is secured by a security @stein substantially all of our existing and
after-acquired assets, including our intellectuaberty assets, and therefore, if we are unabiegay such indebtedness, the lenders could
foreclose on these assets, which would, at a mimiphave a severe material adverse effect on olityatioi operate our business.

In addition to the funding sources previously meméd, we continue to seek additional capital thropigpduct revenues, strategic

transactions, IP licensing, and State and Fedexadldpment programs, including additional fundipgortunities though our current BARDA
contract.
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Our level of indebtedness, and covenant restristiorder such indebtedness, could adversely aftectmerations and liquidity

On June 28, 2013 we entered into our Loan AgreemihtOxford Finance LLC and Silicon Valley Banbgether, the “Lenders”),
pursuant to which the Lenders funded an aggregateipal amount of $27.0 million (“Term Loan”), siglot to the terms and conditions set
forth in the Loan Agreement. The Term Loan accintest at a fixed rate of 9.75% per annum. tansto the Loan Agreement, we were
required to make interest only payments through Iu2014. On September 19, 2014, we enterechilétter agreement with the Lenders (the
“Letter Agreement”) pursuant to which we receivedaver of compliance with the Loan Agreement tlglo@ctober 31, 2014. On June 5,
2014 we entered into a First Amendment to the LAgreement which modified the definition of Permittevestments to allow the Company
to establish and invest up to $500,000 per yeds iwholly owned Subsidiary in the United Kingdo@ytori Ltd.). On September 29, 2014
entered into a Second Amendment to the Loan Agraemi¢h the Lenders wherein we were provided a drthl waiver of principal
payments subject to meeting certain capital rageirements, which we achieved in October 2014siant to the Second Amendment to the
Loan Agreement we obtained a deferral of princgmtments from November 1, 2014 through April 1,%2@hd thereafter we are required to
make payments of principal and accrued interestiiral monthly installments (of approximately$1,@@8) sufficient to amortize the Term
Loans through the maturity date.

Our indebtedness could adversely affect our ogmratand liquidity, by, among other things:

» causing us to use a larger portion of our cash flofund interest and principal payments, redutiregavailability of cash to fund
working capital and capital expenditures and oth&iness activities

« making it more difficult for us to take advantadesignificant business opportunities, such as aitjon opportunities, and to
react to changes in market or industry conditicms}

« limiting our ability to borrow additional monies the future to fund working capital, capital expitgks and other general
corporate purpose

The Loan Agreement requires us to maintain at ket months of cash on hand and includes cedgiorting and other covenants,
that, among other things, restrict our ability ({pdispose of assets, (ii) change the businessamduct, (iii) make acquisitions, (iv) engage in
mergers or consolidations, (v) incur additionalebtkdness, (vi) create liens on assets, (vii) ragirgny collateral account, (viii) pay dividen
(ixX) make investments, loans or advances, (x) eagagertain transactions with affiliates, and @rigpay certain other indebtedness or amenc
other financing arrangements. If we fail to comypigh any of these covenants or restrictions, sadfe may result in an event of default,
which if not cured or waived, could result in tie@dlers accelerating the maturity of our indebteslnéshe maturity of our indebtedness is
accelerated, we may not have sufficient cash ressuo satisfy our debt obligations and such acatd® would adversely affect our business
and financial condition.

In addition, the indebtedness under our Loan Ageeris secured by a security interest in substéntl of our existing and after-
acquired assets, including our intellectual propassets, and therefore, if we are unable to repaly indebtedness, the Lenders could fore
on these assets, which would, at a minimum, hasevare material effect on our ability to operatelmsiness.

We could be delisted from NASDAQ, which could sesly harm the liquidity of our stock and our alilib raise capital

On October 30, 2014 we received a letter from tiseing Qualifications staff of The NASDAQ Stock Mat LLC (“Nasdaq”)
indicating that, based upon the closing bid pricthe our common stock for the last 30 consecutivginess days, we no longer meet the
requirement to maintain a minimum bid price of &t phare, as set forth in Nasdaq Listing Rule 5&%0). Subsequently we regained
compliance with this listing rule and the matteisveéosed by Nasdag. If we were not able to regamptiance within the 180 day time period
prescribed by Nasdag, or if we were to fall outompliance with this rule once again , and if ipegrs to the Nasdag Staff that we would not
be able to cure the deficiency in a timely manpeif we are then otherwise not eligible, Nasdaaildgrovide us notice that our common
stock is subject to delisting.

On November 20, 2014 we received a second letter asdaq indicating that, based upon the Mark&ié/af Listed Securities
(MVLS) for our common stock for the last 30 condamibusiness days, we no longer meet the requimetnenaintain a minimum MVLS of
$50,000,000, as set forth in Nasdaq Listing Rulg0%d)(2)(a). Subsequently we regained compliandk this listing rule and the matter was
closed by Nasdag. If we were not able to regainpt@mnce, or if we were to fall out of compliancethwthis rule once again, and we were not
able to regain compliance within 180 calendar deheny we may be subject to delisting, or be fotcetlansfer to a less desirable trading
market within Nasdag.

There can be no assurance that we will be ableafntain compliance with the minimum bid price reguient or the MVLS

requirement, or maintain compliance with the ofsting requirements, or that we will be eligibler fisting on any comparable trading market
The effects of losing the Nasdaq listing could matly harm our ability to raise additional capital
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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 commodities, including oil, attrahreatened military action by the United S¢atexd threats of terrorist attacks in the Ur
States and abroad, could cause a reduction oftimeas in and available funding for companies irtaierindustries, including ours and our
customers. Our ability to raise capital has beahraay in the future be adversely affected by dowrgtin current credit conditions, financial
markets and the global economy.

We have never been profitable on an operationas lagsl expect significant operating losses foeast the next one to two years

We have incurred net operating losses in eachsiree we started business. As our focus on CyteltiTherapy, the Celutiofi
System platform and development of therapeuticiepidns for Cytori Cell Therapy has increasedsésshave resulted primarily from
expenses associated with research and developetédities and general and administrative expengésle we have implemented and
continue implement cost reduction measures whessilple, we nonetheless expect to continue operatindoss position on a consolidated
basis and that recurring operating expenses willtthiégh levels for at least the next one to twargein order to perform clinical trials,
additional pre-clinical research, product developtmand marketing. As a result of our historic Essave have been, and are likely to continue
to be, reliant on raising outside capital to funa operations.

Our business strateqy is higisk

We are focusing our resources and efforts primanilydevelopment of the Celuti@r8ystem family of products and the therapeutic
applications of its cellular output, which requieegensive cash needs for research, developmaht@anmercialization activities. This is a
high-risk strategy because there is no assuraatetin future products will ever become commergiaiable (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 inedliand on a different scale than we have
operated in the past (operational risk), that wiehwei able to achieve the desired therapeutic tesising stem and regenerative cells (scientific
risk), or that our cash resources will be adeqgtatievelop our products until we become profitalilever (financial risk). We are using our
cash in one of the riskiest industries in the econstrategic risk). This may make our stock aruitable investment for many investors.

The development and manufacture of current anddujaneration CelutiohSystem devices is important to us

We must continue to develop and manufacture batletirent and future generation CelutfdBystem devices. If we are not
successful in further development of the curremnt faiture generation CelutidhSystem devices, we may not be able to compete ssfedly in
the marketplace (technology risk), and if we exgeee disruptions and/or delays in our productiothe§e devices as required by the
marketplace, our operations and commercializatftorts (clinical, regulatory and/or commercial sglevould be harmed (manufacturing risk).

Although we have significant experience in manufént the current CelutiohSystem platform and its consumables at a
commercial level, there can be no guarantee thatilee able to successfully develop and manufacfuture generation CelutidiSystems
in a manner that is cost-effective or commercialgble, or that development and manufacturing caitiab might not take much longer than
currently anticipated to be ready for the market.

Although we have been manufacturing the Celuti8A0 System and the StemSouf@90-based Cell Bank since 2008, we cannot
assure that we will be able to manufacture sufficrumbers of such products to meet future demamithat we will be able to overcome
unforeseen manufacturing difficulties for this sigilcated equipment.

Our Operating results and stock price can be Velati

Our prospects must be evaluated in light of thiesrend difficulties frequently encountered by emmeggompanies and particularly
by such companies in rapidly evolving and technislalfy advanced biotech and medical device fiektem time to time, we have tried to
update our investors’ expectations as to our opeyaesults by periodically announcing financialdance. However, we have in the past beer
forced to revise or withdraw such guidance duatd lof visibility and predictability of product demd. Our stock price has a history of
significant volatility, which may harm our abilitp raise additional capital and may cause an invest in our company to be unsuitable for
some investors.
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We may not be able to correctly estimate or cortumlfuture operating expenses, which could leachih shortfalls

Our budgeted expense levels are based in partroexpectations concerning future revenues fromssadewell our assessment of
future investments needed to expand our commesgianization and support research and developnesinitees. We may be unable to reduce
our expenditures in a timely manner to compengatariy unexpected events or a shortfall in reveAgeordingly, a shortfall in demand for
our products or other unexpected events could havmmediate and material impact on our businedgiaancial condition.

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

We compete with many domestic and foreign companiegveloping our technology and products, inaigddiotechnology,
medical device, and pharmaceutical companies. Mamgnt and potential competitors have substaptiatater financial, technological,
research and development, marketing, and persoes@lirces. There is no assurance that our comygeatiith not succeed in developing
alternative products that are more effective, edsi@se, or more economical than those which we leveloped or are in the process of
developing, or that would render our products aftsohnd non-competitive. In general, we may nalide to prevent others from developing
and marketing competitive products similar to aursvhich perform similar functions.

Competitors may have greater experience in devadpihierapies or devices, conducting clinical trialstaining regulatory
clearances or approvals, manufacturing and comalenaiion. It is possible that competitors may abfzatent protection, approval, or
clearance from the FDA or achieve commercializagarlier than we can, any of which could have stutiial negative effect on our busine

We compete against cell-based therapies derivea &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. Overcgmirch inertia often requires very significant nedikg expenditures or definitive product
performance and/or pricing superiority.

We expect physicians’ inertia and skepticism to &ls a significant barrier as we attempt to gainketapenetration with our future
products. We believe we will continue to need tmafice lengthy time-consuming clinical studies wvjite evidence of the medical benefit of
our products and resulting therapies in order ®roeme this inertia and skepticism particularlygnonstructive surgery, cell preservation,
osteoarthritis, scleroderma, cardiovascular indbeatand others.

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

We are in a relatively early stage of the pathammercialization with many of our products. We bed that our long-term viability
and growth will depend in large part on our abitiydevelop commercial quality cell processing desiand useful procedure-specific
consumables, and to establish the safety and eyfichour therapies through clinical trials anddéés. With our Cytori Cell Therapy, we are
pursuing new approaches for therapies for ostedisitscleroderma, cardiovascular disease, bwofs tissue defects, reconstructive surgery,
preservation of stem and regenerative cells foem@l future use, and other conditions. Themoisissurance that our development programs
will be successfully completed or that requiredutatpry clearances or approvals will be obtainecadimely basis, if at all.

There is no proven path for commercializing Cytoell Therapy in a way to earn a durable profit cansurate with the medical
benefit. Although we began to commercialize ouprstructive surgery products in Europe and ceaian markets, and our cell banking
products in Japan, Europe, and certain Asian maifke2008, additional market opportunities for mafypur products and/or services may not
materialize for a number of years.

Successful development and market acceptance gfroducts is subject to developmental risks, inicigdailure of inventive
imagination, ineffectiveness, lack of safety, uiadgility, failure to receive necessary regulatolgacances or approvals, high commercial cost,
preclusion or obsolescence resulting from thirdipsrproprietary rights or superior or equivalenbducts, competition from copycat products
and general economic conditions affecting purcliapatterns. There is no assurance that we or atmgya will successfully develop and
commercialize Cytori Cell Therapy, or that our catitprs will not develop competing technologiest thi@ less expensive or superior. Failure
to successfully develop and market Cytori Cell Bpgrwould have a substantial negative effect orresults of operations and financial
condition.
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If any party to a key collaboration partnershigsao perform material obligations under our agreets, or any other collaboration agreement,
or if such agreements are terminated for any reasarbusiness could significantly suffer

We have entered into collaboration agreements untzh we may receive future payments in the fofrmidestone payments,
maintenance fees and royalties. We are dependemiracollaborators to commercialize Cytori Cell Tdqgy in certain countries in order for us
to realize any financial benefits from these cadiabions. Our collaborators may not devote thentitie and resources to such efforts to be
successful. In addition, in the event that a péailg to perform under a key collaboration agreemenif a key collaboration agreement is
terminated, the reduction in anticipated revenwesdcdelay or suspend our commercialization effortsertain countries. Specifically, the
termination of a key collaboration agreement by ofheur collaborators could materially impact obiligdy to enter into additional collaboratir
agreements with new collaborators on favorable $erm

If we or our distributors or collaborators fail¢comply with regulatory requirements applicablehe development, manufacturing, and
marketing of our products, regulatory agencies mfig action against us or them, which could sigaiftly harm our business

Our products and product candidates, along witlclingcal development process, the manufacturiragesses, post-approval
clinical data, labeling, advertising and promotioactivities for these products, are subject toticmral requirements and review by the FDA,
state and foreign regulatory bodies. Regulatorp@ities subject a marketed product, its manufactand the manufacturing facilities to
continual review and periodic inspections. We, distributors and collaborators and our and theipeetive contractors, suppliers and vendors
will be subject to ongoing regulatory requiremeis|uding complying with regulations and laws retjag advertising, promotion and sales
products, required submissions of safety and gibhst-market information and reports, registratieguirements, cGMP regulations (including
requirements relating to quality control and qyadissurance, as well as the corresponding mainterafirecords and documentation), and the
requirements regarding the distribution of sampdgshysicians and recordkeeping requirements. Régyl agencies may change existing
requirements or adopt new requirements or polithss, our distributors and collaborators and our #uedl respective contractors, suppliers
vendors, may be slow to adapt or may not be abdelépt to these changes or new requirements.

Failure to comply with regulatory requirements nmagult in any of the following:

* restrictions on our products or manufacturing psses

* warning letters

» withdrawal of the products from the mark

e voluntary or mandatory reca

+ fines;

e suspension or withdrawal of regulatory approv

* suspension or termination of any of our ongoingicél trials;
» refusal to permit the import or export of our proti

» refusal to approve pending applications or supptem® approved applications that we subi
»  product seizure

e injunctions; ot

e imposition of civil or criminal penaltie:

We must rely on the performance of Lorem Vascubarttie commercialization of our products in ChiHang Kong, Singapore, Malaysia ¢
Australia

Lorem Vascular is the exclusive licensee for owdpicts in China, Hong Kong, Singapore, Malaysia Australia, and while we will
be strongly supportive to their efforts, they arsponsible for obtaining regulatory approvals, readevelopment and sales in these countries
Lorem Vascular is also a relatively new company asiduch will be required to develop the experpsesonnel and relationships in each of
these countries required to successfully marketsaticbur products. We cannot guarantee that Lovastular will make the investments
required to be successful in these countries. \WWaataguarantee that the necessary regulatory aplsroan be obtained, and we cannot
guarantee that our products will be successfut@se markets even if advantageous market regulapmpmovals are obtained. Further, to the
extent Lorem fails to comply with any regulatioqphcable to its marketing and commercializatioroof products, we cannot assure you that
regulators might not try to hold us responsiblediach activities if they believe we somehow faafd or were otherwise responsible for
Lorem’s actions.
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To the extent any of our customers fail to usepraducts in compliance with applicable requlatiaesiulators could try to hold us responsible
if they believe we facilitated or were otherwisensthow responsible for our customer's fwompliance

We sell our products in many markets. Many of thesekets have different, and in some cases leskehsome, regulatory schemes
applicable to our products. To the extent any afaustomers, whether inside or outside the U.® andurther market our products for
unapproved uses in their home market or in othekets or in a way that does not otherwise complj@pplicable laws, there is a risk that
regulators could try to hold us responsible for angh non-compliance. For example, we sell prodiectsistomers outside the U.S. To the
extent any of our customers use or further markepooducts in their home market in a way that duatscomply with applicable local
regulations, regulators could try to hold us resige if they believe we facilitated or were othesaresponsible for the customers actions.
While we take measures in an effort to protectgasrest these types of risks, we cannot ensurehatusuch measures would prevent us from
becoming subject to any such claims.

Market acceptance of new technology such as ourbealifficult to obtain

New and emerging cell therapy and cell bankingnetdgies, such as those provided by the Cytori Tedirapy family of products,
may have difficulty or encounter significant delagbtaining market acceptance in some or all tiemaround the world due to the novelty
of our cell therapy and cell banking technologiBserefore, the market adoption of our Cytori CdieTapy and cell banking technologies may
be slow and lengthy with no assurances that sigamifimarket adoption will be successful. The laickarket adoption or reduced or minimal
market adoption of our cell therapy and cell bagkiechnologies may have a significant impact onadnility to successfully sell our product(s)
into a country or region.

Future clinical trial results may differ significéynfrom our expectations

While we have proceeded incrementally with our res clinical trials in an effort to gauge the 83l proceeding with larger and
more expensive trials, such as in previous cattiials in Europe, and our ATHENA | and ATHENA lldsibility trial in heart failure due to
ischemic heart disease, we cannot guarantee thailiveot experience negative results in larger ameth more expensive clinical trials than
we have conducted to date. Poor results, unantégipevents or other complications in our clinicall$ could result in substantial delays in
commercialization, substantial negative effectshenperception of our products, and substantiaitiadal costs. These risks are increased by
our reliance on third parties in the performancenahy of the clinical trial functions, including&lelinical investigators, hospitals, CROs, and
other third party service providers.

Our product candidates may not receive regulatppya@vals or their development may be delayed feargety of reasons, including
unsuccessful clinical trials, regulatory requiremsesr safety concerns

Clinical testing of our products is a long, expgasand uncertain process, and the failure or deflayclinical trial can occur at any
stage. Even if initial results of preclinical anohelinical studies or clinical trial results arepiising, we may obtain different results in
subsequent trials or studies that fail to showdiesired levels of safety and efficacy, or we matyaimain applicable regulatory approval for a
variety of other reasons. Clinical trials for arfyoar products could be unsuccessful, which woulhy or prohibit regulatory approval and
commercialization of the product. In the Unitedt&saand other jurisdictions, regulatory approval ba delayed, limited or not granted for
many reasons, including, among others:

» clinical results may not meet prescribed endpdmtshe studies or otherwise provide sufficientedit support the efficacy
our products

» clinical and nonclinical test results may reveide effects, adverse events or unexpected safaigs associated with the use
of our products

* regulatory review may not find a product safe deefve enough to merit either continued testindirwal approval;

* regulatory review may not find that the data froraqtinical testing and clinical trials justifies@pval;

» regulatory authorities may require that we chamgiestudies or conduct additional studies whicly significantly delay or
make continued pursuit of approval commerciallyttraative;

* aregulatory agency may reject our trial datdisagree with our interpretations of either clihicel data or applicable
regulations

» the cost of clinical trials required for producpagpval may be greater than what we originally ap¢ite, and we may decide
not pursue regulatory approval for such a proc

e aregulatory agency may identify problems or pteficiencies in our existing manufacturing praeessor facilities, or the
existing processes or facilities of our collaborat@ur contract manufacturers or our raw matsugbpliers;

e aregulatory agency may change its formal orrimfad approval requirements and policies, act copti@previous guidance,
adopt new regulations or raise new issues or casdate in the approval proce
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e aproduct candidate may be approved only forcatitins that are narrow or under conditions thatglthe product at a
competitive disadvantage, which may limit the saled marketing activities for such products or oifige adversely impact
the commercial potential of a product;

* aregulatory agency may ask the company to jplinical study on hold pending additional safetyadathere is no guarantee
that the company will be able to satisfy the retprlagencies requests in a timely manner, whichieath to significant
uncertainty in the completion of a clinical stu:

If a product is not approved in a timely fashionocmmmercially viable terms, or if development of ganoduct is terminated due to
difficulties or delays encountered in the regulatapproval process, it could have a material advenpact on our business, and we will
become more dependent on the development of otbpriptary products and/or our ability to succebgfacquire other products and
technologies. There can be no assurances thatradyai will receive regulatory approval in a timehanner, or at all.

Certain products will be marketed, and perhaps tizsatwred, in foreign countries. The process of iolitg regulatory approvals in
foreign countries is subject to delay and failoethe reasons set forth above, as well as fooreathat vary from jurisdiction to jurisdiction.
The approval process varies among countries arstljations and can involve additional testing. Tinee required to obtain approval may
differ from that required to obtain FDA approvabrgign regulatory agencies may not provide appsowala timely basis, if at all. Approval
the FDA does not ensure approval by regulatoryaittes in other countries or jurisdictions, angapval by one foreign regulatory authority
does not ensure approval by regulatory authoritiegher foreign countries or jurisdictions or InetFDA.

We may not be able to protect our proprietary gght

Our success depends in part on whether we canaimamr existing patents, obtain additional patemintain trade secret
protection, and operate without infringing on thiegrietary rights of third parties.

There can be no assurance that any of our penditegntoapplications will be approved or that we wélelop additional proprietary
products that are patentable. There is also naassel that any patents issued to us will not bedbmmsubject of a rexamination, will provid
us with competitive advantages, will not be chajketh by any third parties, or that the patents bést will not prevent the commercializatior
products incorporating our technology. Furthermérere can be no guarantee that others will natpaddently develop similar products,
duplicate any of our products, or design aroundpatients.

Our commercial success will also depend, in parpur ability to avoid infringing on patents issugdothers. If we were judicially
determined to be infringing on any third-party peiteve could be required to pay damages, altepmaucts or processes, obtain licenses, or
cease certain activities. If we are required inftliere 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.

Litigation, which would result in substantial costsus and diversion of effort on our part, maynkeessary to enforce or confirm
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 determingopity 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 ¢imnsuming.

Successful challenges to our patents through ofipesj reexamination proceedings or interferencegedings could result in a loss
of patent rights in the relevant jurisdiction. léware unsuccessful in actions we bring againgpaéitents of other parties and it is determined
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 commeiziaf 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-8nAitnerica Invents Act
(AIA). Among other things the AIA implements a tiigventor to file standard for patent approvakmehes the legal standards for patentability
under section 102 of the statute, and createstagpast review system. As a result of the addecettamty of interpretation of the AIA and the
uncertainty of patent law in general, we cannotigtewith 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.
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Competitors or third parties may infringe on or our patents. We may be required to file patefninigement claims, which can |
expensive and time-consuming. In addition, in dririgement proceeding, a court may decide thattarpaf ours is not valid or is
unenforceable, or that the third party’s technoldggs not in fact infringe upon our patents. Aneade determination of any litigation or
defense proceedings could put one or more of aienpsmat risk of being invalidated or interpretedrowly and could put our related pending
patent applications at risk of not issuing. Litigatmay fail and, even if successful, may resultubstantial costs and be a distraction to our
management. We may not be able to prevent misapatiom of our proprietary rights, particularly @untries outside the U.S. where patent
rights may be more difficult to enforce. Furthermdoecause of the substantial amount of discoegyired in connection with intellectual
property litigation, there is a risk that some af oonfidential or sensitive information could mgromised by disclosure in the event of
litigation. In addition, during the course of lififon there could be public announcements of thelt®of hearings, motions or other interim
proceedings or developments. If securities anatysisvestors perceive these results to be negatigeuld have a substantial adverse effec
the 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 and proprietary technological expertisemesof our intended future cell-related therapeptaducts may fit into this category. We rely,
in part, on confidentiality agreements with ourtpars, employees, advisors, vendors, and conssiltamrotect our trade secrets and
proprietary technological expertise. There candgumarantee that these agreements will not be lheeaor that we will have adequate
remedies for any breach, or that our unpatentef tsacrets and proprietary technological expevtidaot otherwise become known or be
independently discovered by competitors.

Failure to obtain or maintain patent protectionpatect trade secrets, for any reason (or thirdypaaims 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 cbadi

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

Intellectual property law outside the United Stasegncertain and in many countries is currentlglergoing review and revisions. The
laws of some countries do not protect our patedtather intellectual property rights to the sameekas United States laws. This is
particularly relevant to us as most of our curr@hmercial product sales and clinical trials artsiole of the United States. Third parties may
attempt to oppose the issuance of patents to fiaseign countries by initiating opposition procemgh. Opposition proceedings against any of
our patent filings in a foreign country could hareadverse effect on our corresponding patentsateatsued or pending in the United States.
It may be necessary or useful for us to particirafroceedings to determine the validity of outepds or our competitors’ patents that have
been issued in countries other than the U.S. Thigdaresult in substantial costs, divert our eBa@nd attention from other aspects of our
business, and could have a material adverse @ffectir results of operations and financial conditi/e currently have pending patent
applications in Europe, Australia, Japan, Canatina; Korea, and Brazil, among other countries.

We and our medical devices are subject to FDA ad@pri

As medical devices, the Celuti@Bystem family of products, and components of tlerSburce® cell banks, must receive
regulatory clearances or approvals from the FDA @nchany instances, from non-U.S. and state gawents prior to their sale. The Celuti®n
System family of products is subject to stringesd@rnment regulation in the United States by thé\kidder the Federal Food, Drug and
Cosmetic Act. The FDA regulates the design/develamtrprocess, clinical testing, manufacture, satabeling, sale, distribution, and
promotion of medical devices and drugs. Includedgnthese regulations are pre-market clearanc@@tharket approval requirements,
design control requirements, and the Quality SyfRegulations/Good Manufacturing Practices. Othatusbdry and regulatory requirements
govern, among other things, establishment registrand inspection, medical device listing, protidis against misbranding and adulteration
labeling and post-market reporting.

The regulatory process can be lengthy, expenshgpacertain. Before any new medical device maintreduced to the U.S.
market, the manufacturer generally must obtain FEll»arance or approval through either the 510(k)npagket notification process or the
lengthier pre-market approval application, or PNt#gcess. It generally takes from three to 12 mofrtita submission to obtain 510(k) pre-
market clearance, although it may take longer. Apakof a PMA could take four or more years frora time the process is initiated. The 510
(k) and PMA processes can be expensive, uncedathlengthy, and there is no guarantee of ultirokgt@rance or approval. Our Celuti®n
products under development today and in the foeddeduture will be subject to the lengthier PMAgess. Securing FDA clearances and
approvals may require the submission of extendimécal data and supporting information to the F&#d there can be no guarantee of
ultimate clearance or approval. Failure to compithwapplicable requirements can result in applaratntegrity proceedings, fines, recalls or
seizures of products, injunctions, civil penaltiesal or partial suspensions of production, witwials of existing product approvals or
clearances, refusals to approve or clear new ajuits or notifications, and criminal prosecution.
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Medical devices are also subject to pastrket reporting requirements for deaths or serinjusies when the device may have cat
or contributed to the death or serious injury, forccertain device malfunctions that would be lik& cause 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 produatlditionally, the FDA actively enforces regulatiomohibiting marketing and promotion of
devices for indications or uses that have not loésared or approved by the FDA. While we beligwa bur current activities are in
compliance with FDA regulations relating to markgtand promotion, if regulators were to determbra bur commercialization efforts, or
those of our distributors, collaborators or custmsnmvolve improper marketing and promotion of pupducts in violation of FDA regulatior
our business could be substantially negativelycaéig

There can be no guarantee that we will be ablédtai the necessary 510(k) clearances or PMA apsdo market and
manufacture our other products in the United Stiatetheir intended use on a timely basis, if &tBélays in receipt of or failure to receive
such clearances or approvals, the loss of prewigeskived clearances or approvals, or failureotomy with existing or future regulatory
requirements could have a substantial negativetedfe our results of operations and financial ctiadi

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

In cooperation with our distribution and collabaratpartners, we intend to market our current aridré products both domestically
and in many foreign markets. A number of risksiaherent in international transactions. In orderds to market our products in Europe,
Canada, Japan and certain other non-U.S. jurisdistiwe need to obtain and maintain required régylapprovals or clearances and must
comply with extensive regulations regarding safetgnufacturing processes and quality. These reégofatincluding the requirements for
approvals or clearances to market, may differ ftbenFDA regulatory scheme. International sales eday be limited or disrupted by political
instability, price controls, trade restrictions asfhnges in tariffs. Additionally, fluctuationséarrency exchange rates may adversely affect
demand for our products by increasing the priceusfproducts in the currency of the countries incltthe products are sold.

There can be no assurance that we will obtain atgryl 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 regulatoppeovals or clearances, or that we will be
to successfully commercialize current or futuredmes in various foreign markets. Delays in receffdpprovals 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.

Changing, new and/or emerging government regulsatinay adversely affect us

Government regulations can change without noti¢eeiithe fact that Cytori operates in various ingional markets, our access to
such markets could change with little to no warrdog to a change in government regulations thatexug up-regulate our product(s) and
create greater regulatory burden for our cell the@nd cell banking technology products.

Due to the fact that there are new and emergiridtegiapy and cell banking regulations that hawendy been drafted and/or
implemented in various countries around the wdHd,application and subsequent implementationede¢mew and emerging regulations have
little to no precedence. Therefore, the level ahptexity and stringency is not known and may vaonf country to country, creating greater
uncertainty for the international regulatory praces

Anticipated or unanticipated changes in the wasnanner in which the FDA or other regulators regufabducts or classes/groups
of products can delay, further burden, or alleviagulatory pathways that were once available heroproducts. There are no guarantees that
such changes in FDA'’s or other regulat@gproach to the regulatory process will not deletesty affect some or all of our products or prot
applications.

We may have difficulty obtaining health insuraneanbursement for our products

New and emerging cell therapy and cell bankingnetdgies, such as those provided by the Cytori Tedirapy family of products,
may have difficulty or encounter significant delagbtaining health care reimbursement in somalarountries around the world due to the
novelty of our cell therapy and cell banking tedagy and subsequent lack of existing reimburseraenémes/pathways. Therefore, the
creation of new reimbursement pathways may be osxrgohd 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 pra¢s)danto a county or region, which would negatwihpact our operating results.
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Our concentration of sales in Japan may have negaffects on our business in the event of anysdristhat region

We have operations in a number of regions arouaavibrid, including the United States, Japan, anwet Our global operations
may be subject to risks that may limit our abitibyoperate our business. We sell our products gighehich exposes us to a number of risks
that can arise from international trade transastitocal business practices and cultural consierstincluding:

» political unrest, terrorism and economic or finahdnstability;

« unexpected changes and uncertainty in regulatopyirements;

« nationalization programs that may be implementetbbgign governments;

« import-export regulations;

- difficulties in enforcing agreements and collectiegeivables;

» difficulties in ensuring compliance with the lawsdaregulations of multiple jurisdictions;

« changes in labor practices, including wage inflatiabor unrest and unionization policies;

« longer payment cycles by international customers;

« currency exchange fluctuations;

« disruptions of service from utilities or telecomnations providers, including electricity shortages

« difficulties in staffing foreign branches and sutisiies and in managing an expatriate workforcéd, @iffering employment
practices and labor issues; ¢

« potentially adverse tax consequences.

We also face risks associated with currency exahamg convertibility, inflation and repatriationedirnings as a result of our
foreign operations. We are also vulnerable to apatien or depreciation of foreign currencies agathe U.S. dollar. Although we have
significant operations in Asia, a substantial portof transactions are denominated in U.S. dollssappreciation against the U.S. dollar
increases, it will result in an increase in thet@dour business expenses abroad. Conversely, wamfluctuations in the value of foreign
currencies relative to the U.S. dollar may makeproducts less price competitive than local sohgid-rom time to time, we may engage in
currency hedging activities, but such activitiesymat be able to limit the risks of currency fluations.

Our revenue, results of operations, and cash floasg suffer upon the loss of a significant custoorest significant reduction in the amount of
product ordered by any such customer

Our largest customer accounted for 17% of our regaturing the year ended December 31, 2014. Logsso$ignificant customer
or a significant reduction in the amount of prodoatered by this customer could adversely affectrevenue, results of operations, and cash
flows.

We must maintain guality assurance certificatiod aranufacturing approvals

The manufacture of our products is, and the manufaof 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 ofstixig 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 adverselgetfiour manufacturing activities
and could result in, among other things, injundiasivil penalties, FDA refusal to grant prearket approvals or clearances of future or per
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 apaiowr 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 gj@ma and financial condition.
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The termination or suspension of the BARDA cont@mild delay and/or adversely affect our busin@skair ability to further develop our
Celutior® System

We were awarded the contract with BARDA in Septen#itd 2 with the aim to develop a new countermeafura combined injury
involving thermal burn and radiation exposure whigbuld be useful following a mass-casualty eveFtie cost-plus-fixed-fee contract was
valued at up to $106 million, with a guaranteedebyaesriod of approximately $4.7 million which inckdlipreclinical research and the
acceleration of our ongoing development of the @ah® cell processing System (the Celution® System)

On August 13, 2014, we and BARDA amended the cohéercising Option 1 to perform research, reguiatclinical and other tas
required for initiation of a pilot clinical trialfadhe Celution System in thermal burn injury, amedidhe Statement of Work and reorganized the
contract options. The total cost plus fixed feetfa performance of Option 1 was up to approxinya$&2.1 million. In December 2014, we
executed an amendment to the August 2014 contpdictnoto fund continued investigation and developtraf Cytori Cell Therapy for use in
thermal burn injuries , which increased the opgatension to $14.1 million. The revised Option 2gists of execution of the pilot clinical
study, regulatory, and other tasks for a cost fikesl fee of up to $8.3 million. The revised Optid consists of clinical, regulatory, and other
tasks for completion of a pivotal clinical triablding to FDA approval for use of the Celution Sgsta thermal burn injury, for a cost plus
fixed fee of up to $45.5 million. The revised Optié consists of R&D, clinical, regulatory and othesks required to develop and obtain FDA
clearance for other characteristics suitable feringhermal burn injury following a mass casuattent, for a cost plus fixed fee of up to $23.4
million.

BARDA may suspend or terminate this contract shewédail to achieve key objectives or milestonesad to comply with the
operating procedures and processes approved by BA&RI its audit agency, the Defense Contract Addiency. There can be no assurance
that we will be able to comply with BARDA'operating procedures and processes, achievetessary clinical milestones, or whether we
be able to successfully develop our Celution® Syst@der the contract. If the BARDA contract wesentinated 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 experienceifigamt revenue shortfalls, and our
financial condition and business may be adversiédcied

Contracts with U.S. Government agencies typicadiytain termination provisions unfavorable to thieeotparty, and are subject to
audit and modification by the U.S. Governmentssiile discretion, which will subject us to addifibrisks. These risks include the ability of
the U.S. Government to unilaterally:

» audit or object to our contract-related costs awedfand require us to reimburse all such costéems

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

« cancel, terminate or suspend our contracts bas&@blations or suspected violations of laws or lagans;

« terminate our contracts if in the Government’s lefgrest, 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

BARDA is able to terminate its contracts with uigher for its best interests or if we default bylifey to perform in accordance with or
to achieve the milestones set forth in the consebedules and terms. Termination-for-conveniemogigions generally enable us to recover
only our costs incurred or committed and settlenesipenses on the work completed prior to termimat@hanges to, or an unexpected
termination of this contract could result in sigeéint revenue shortfalls. If revenue shortfallswand are not offset by corresponding
reductions in expenses, our business could be selyaffected. We cannot anticipate if, when owtat extent BARDA 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 auditieyd.S. Government, a negative outcome
to which could adversely affect our financial cdiwdis and business operations

U.S. Government agencies, such as the Departméigath and Human Services, or DHHS, and the Def@untract Audit Agency,
or the DCAA, routinely audit and investigate goveent contractors and recipients of federal grartiese agencies evaluate a contractor’s
performance under its contracts, cost structurecantpliance with applicable laws, regulations atashdards.

21




Table of Content

The DHHS and the DCAA also review the adequacynfl 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 rbimsed, while such costs already reimbursed murtrg8y be repaid. If an audit identifies
improper or illegal activities, we may be subjectivil and criminal penalties and administratiemstions, including, but not limited to:

« termination of contracts;

» forfeiture of profits;

« suspension of payments;

« fines; and

« suspension or prohibition from conducting businegk the U.S. Government.

Material weakness in our internal control over fioial reporting have occurred in the past and couatdir in the future

We identified a material weakness in our intermadtool over financial reporting for the year end#etember 31, 2013, which may
have adversely affected investor confidence inngs as a result, the value of our common stock.I&\fie such material weakness was
identified for the year ended December 31, 2014cavenot assure you that additional material weaewewill not be identified in the future.

We are required, pursuant to Section 404 of thba&eas-Oxley Act, to furnish a report by managementmong other things, the
effectiveness of our internal control over finahceporting. This assessment includes disclosusngfmaterial weaknesses identified by our
management in our internal control over finanoigdarting, as well as a statement that our indepenéegistered public accounting firm has
issued an attestation report on the effectivenkesiointernal control over financial reporting.

If we are unable to effectively remediate any nmateveaknesses in a timely manner, or if we idgrdiie or more additional material
weaknesses in the future, investors could loseidenée in the accuracy and completeness of oundiabreports, which could have a material
adverse effect on the price of our common stock.

We depend on a few key officers

Our performance is substantially dependent on éropmance of our executive officers and other &eigntific and sales staff,
including Marc H. Hedrick, MD, our President andi€flExecutive Officer. We rely upon them for stigitebusiness decisions and guidance.
We believe that our future success in developingkatable products and achieving a competitive osivill depend in large part upon
whether we can attract and retain additional giealimanagement and scientific personnel. Competftio such personnel is intense, and there
can be no assurance that we will be able to coatiowattract and retain such personnel. The lofiseo$ervices of one or more of our executive
officers or key scientific staff, or the inabilitg attract and retain additional personnel and ldgvexpertise as needed could have a substanti
negative effect on our results of operations andrfcial condition.

We may not have enough product liability insurance

The testing, manufacturing, marketing, and saleunfregenerative cell products involve an inhereskt that product liability claims
will be asserted against us, our distribution pangnor licensees. There can be no guaranteeuhatioical trial and commercial product
liability insurance is adequate or will continuetk® available in sufficient amounts or at an acglptcost, if at all. A product liability claim,
product recall, or other claim, as well as anyrolafor uninsured liabilities or in excess of ingltiabilities, could have a substantial negative
effect on our results of operations and financaadition. Also, well-publicized claims could causgr stock to fall sharply, even before the
merits of the claims are decided by a court.
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Risks Related to Ownership of our Common Stock

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

The market price of our common stock may be subgesignificant fluctuations. Among the factorstthzay cause the market price
of our common stock to fluctuate are the risks dbed in this “Risk Factors” section and other éast including:

fluctuations in our operating results or the oparatesults of our competitor

changes in estimates of our financial results comemendations by securities analy

variance in our financial performance from the etptons of securities analys

changes in the estimates of the future size andthrrate of our market:

changes in accounting principles or changes impné¢ations of existing principles, which couldeadf our financial result
conditions and trends in the markets we se

changes in general economic, industry and markaditons;

success of competitive products and servi

changes in market valuations or earnings of ourpsiitors;

announcements of significant new products, corgraetquisitions or strategic alliances by us orammpetitors
the timing and outcome of regulatory reviews angrapals of our product:

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

changes in our capital structure, such as futwgaisces of securities or the incurrence of additidebt;

actual or expected sales of our common stock byadhders of our common stock; a

the trading volume of our common sto

In addition, the stock market in general, the NASD&lobal Market and the market for cell therapyalepment companies in
particular may experience a loss of investor canfk. A loss of investor confidence may resulbtdtneane price and volume fluctuations in
common stock that are unrelated or disproportiotathe operating performance of our businessfinancial condition or results of
operations. These broad market and industry factass materially harm the market price of our commtwtk and expose us to securities
class-action litigation. Class-action litigatiowea if unsuccessful, could be costly to defend @dimdrt management’s attention and resources,
which could further materially harm our financianzlition and results of operations.

Future sales of our common stock may depress @ue gice

As of December 31, 2014, we had 99,348,377 shdresr&common stock outstanding. Sales of a numbshares of common stock
in the public market, or the expectation of sudesacould cause the market price of our commocksim decline. We may also sell additional
common stock or securities convertible into or eisable or exchangeable for common stock in sutesgqublic or private offerings or other
transactions, which may adversely affect the mapkiee of our common stock.

We have granted demand registration rights fordisale of certain shares of our common stock th edéstellas Pharma Inc. and
Green Hospital Supply, Inc. pursuant to commonksmachase agreements previously entered into gt of these stockholders. An
aggregate of 4,428,571 shares of our common steckubject to these demand registration rightselfeceive a written request from any of
these stockholders to file a registration statermeader the Securities Act covering its shares oégistered common stock, we are required to
use reasonable efforts to prepare and file wittSlBE within 30 business days of such request atragpn statement covering the resale of th
shares for an offering to be made on a continuasssipursuant to Rule 415 under the Securities Act.

Our charter documents contain atakeover provisions

Certain provisions of our amended and restatedficate of incorporation and amended and restaggavis could discourage, delay
or prevent a merger, acquisition or other changmafrol that stockholders may consider favorablese provisions 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 darsese provisions:

° authorize our Board of Directors to issue withstaickholder approval up to 5,000,000 shares ofpred stock, the rights of which
will be determined at the discretion of the Boaf®woectors;

° require that stockholder actions must be effectedduly called stockholder meeting and cannotken by written conser

° establish advance notice requirements for stoclénaidminations to our Board of Directors or forckoolder proposals that can
acted on at stockholder meetings;
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° limit who may call stockholder meeting
We are governed by the provisions of Section 20B@fDelaware General Corporation Law, which majess certain criteria are
met, prohibit large stockholders, in particularsd@wning 15% or more of the voting rights on cammon stock, from merging or combining
with us for a prescribed period of time.

We pay no dividends in connection with our commimtls

We have never paid cash dividends in the pastcarréntly do not intend to pay any cash dividemdsannection with our common
stock in the foreseeable future. Furthermore, marLAgreement with the Lenders currently prohibiis issuance of cash dividends. This
could make an investment in our company inapprégffiar some investors, and may serve to narrowpotential sources of additional capital.

If securities and/or industry analysts fail to éooé publishing research about our business, if theinge their recommendations adversely
our results of operations do not meet their expects, our stock price and trading volume couldlidec

The trading market for our common stock will bdiuehced by the research and reports that industsgaurities analysts publish
about us or our business. If one or more of theséyats cease coverage of our company or fail igtureports on us regularly, we could lose
visibility in the financial markets, which in tugould cause our stock price or trading volume tdide. In addition, it is likely that in some
future period our operating results will be beldw expectations of securities analysts or investbone or more of the analysts who cover us
downgrade our stock, or if our results of operatidn not meet their expectations, our stock prizédcdecline.

Iltem Unresolved Staff Comments
1B.

Not applicable.
Item 2. Properties

We lease 77,585 square feet at 3020 and 3030 (Rdlad, San Diego, California that we use for ouporate headquarters and
manufacturing facilities. The related lease agregnas amended, bears monthly rent at a rate 80%ler square foot, with annual increase of
$0.05 per square foot. The lease term is 88 montimmencing on July 1, 2010 and expiring on Oct@1er2017. We received a 50% rent
abatement for an additional 17,467 square feetiffraviarch of 2014 along with a tenant improvemdioiance. Additionally, we entered ir
several lease agreements for international offications. For these properties, we pay an aggredatgproximately $185,000 in rent per
month.
Item 3. Legal Proceedings

From time to time, we have been involved in routitigation incidental to the conduct of our busseeAs of December 31, 2014, we were
not a party to any material legal proceeding.

Item 4. Mine Safety Disclosures

Not applicable.
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PART Il
Item 5. Market for Registrant’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 stockquated on the Frankfurt Stock
Exchange under the symbol “XMPA” (formerly XMP). 8eptember 2007 our stock closed trading on thekifuet Stock Exchange. Effective
December 19, 2005, our common stock began tradintg@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. Thezes do not include retail
markups, markdowns or commissions.

Common Stock

High Low

2013

Quarter ended March 31, 20 $ 3.1 $ 2.31

Quarter ended June 30, 2C $ 28¢ 3 2.2C

Quarter ended September 30, 2! $ 287 $ 2.0¢

Quarter ended December 31, 2( $ 392 $ 2.0C
2014

Quarter ended March 31, 20 $ 347 $ 2.44

Quarter ended June 30, 2C $ 2.8t % 2.1

Quarter ended September 30, 2! $ 252 % 0.6¢€

Quarter ended December 31, 2( $ 0.7¢ $ 0.3¢

All of our outstanding shares have been deposiitdtive Depository Trust & Clearing Corporation TOC) since December 9, 2005.
As of February 28, 2015, we had approximately 2@m holders of our common stock. Because mamuothares are held by brokers
and other institutions on behalf of stockholders,ase unable to estimate the total number of iddi&i stockholders represented by these
record holders.
Dividends

We have never declared or paid any dividends orcoommon stock and do not anticipate paying anjénforeseeable future.
Furthermore, our Loan Agreement with the Lendersetily prohibits our issuance of cash dividendsommon stock.
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Equity Compensation Plan Information

Number of securities

remaining
Number of securities available for future
to be issued Weighted-average issuance under equit
upon exercise of exercise price compensation
outstanding of outstanding plans (excluding
options, warrants anc options, warrants securities reflected
Plan Category rights and rights in column(a))
(a) (b) (©)
Equity compensation plans approved by securit
holders (1, 415,90 $ 4.9¢ —
Equity compensation plans not approved by
security holders (2 8,614,561 $ 3.8¢ —
Equity compensation plans not approved by
security holders (3) 278,000 $ 1.31 3,697,00!
Total 9,308,47. $ 3.8¢ 3,697,001

(1) The 1997 Stock Option and Stock Purchase Plan e&Xjiir October 2007
(2) The 2004 Stock Option and Stock Purchase Plan e&Xjiir August 201«
(3) See Notes to the Consolidated Financial Statemedisded elsewhere herein for a description of 20t4 Equity Incentive Plal

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 Biotechnoldggiex during the period from December 31, 2008ulgh December 31, 201
The performance shown is not necessarily indicaifature price performance.

$350.00
$300.00 =
$250.00

$200.00 j‘// . o
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$100.00 n{:/*’”—f’;

$50.00 —————————y —
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Item 6. Selected Financial Date

The selected data presented below under the cap&tatements of Operations Data,” “Statementsashid-lows Data” and “Balance
Sheet Data” for, and as of the end of, each oj#aes in the fiverear period ended December 31, 2014, are deriead, fand should be read
conjunction with, our audited consolidated finahstatements. The consolidated balance sheets@sagimber 31, 2014 and 2013, and the
related consolidated statements of operations amgprehensive loss, stockholders’ (deficit) equatyd cash flows for each of the years in the
three-year period ended December 31, 2014, whieh bheen audited by KPMG LLP, an independent regidtpublic accounting firm, and
their report thereon, are included elsewhere is diinual report. The consolidated balance sheetsacember 31, 2012, 2011 and 2010, an
the related consolidated statements of operatiodsamprehensive loss, stockholdarguity, and cash flows for the years ended Decedib,
2011 and 2010, which were also audited by KPMG Ldre,included with our annual reports previoudbdi
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The information contained in this table should ddeaead in conjunction with “Management’s Discassand Analysis of Financial
Condition and Results of Operations” and the fin@rgtatements and related notes thereto inclubiedvlaere 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

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
Gain/loss on asset dispo:
Loss on debt extinguishme
Interest incom

Interest expens

Other income (expense), r
Gain on Puregraft divestitu

Gain on previously held equity interest in

Equity loss in investments
Net loss

Beneficial conversion feature for convertible prefe

stock
Net loss allocable to common stockhold

Basic and diluted net loss per share allocabl@ioncon

stockholders

Basic and diluted weighted average shares used in
calculating net loss per share allocable to common

stockholders

Statements of Cash Flows Date
Net cash used in operating activit

Net cash provided by(used in) investing activi

Net cash provided by financing activiti

Effect of exchange rate changes on cash and cash

equivalents
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

2014 2013 2012 2011 2010
$ — % 1,848 $ — % — 3 59C
4,95: 5,277 8,70¢ 7,98¢ 7,66¢

4,95: 7,122 8,70¢ 7,98: 8,25¢

2,94( 3,421 4,00( 3,831 3,90¢

2,01% 3,701 4,70¢ 4,14¢ 4,34¢

— 63¢ 2,88: 1,992 2,12:

— 1,17¢ 2,52¢ — —

2,64¢ 3,257 381 21 251

2,64¢ 5,077 5,79; 2,01¢ 2,37¢

15,10¢ 17,06¢ 13,62¢ 10,90: 9,681

6,40¢ 9,02¢ 9,48¢ 13,56( 11,04(

15,95: 16,03: 15,67: 14,72" 12,57(

(369) (418) (209) (4,360) (1,285

— (2,250) 34C 74C 30

37,09 39,45¢ 38,91¢ 35,57 32,04
(32,43) (30,679 (28,41%) (29,41%) (25,32))

42 (257) — — —

— (708) — — —

6 4 4 9 9

(4,371) (3,396) (3,386) (2,782 (2,052

(606) (43¢) (314) (55) 23

— 4,45: — — —

— 4,89: — — —

— (48) (165) (209) (151)

$ (37369 $  (26,17) $ (32279 $  (3245) $ (27499
(1,169 — — — —

$  (3853) $  (26,17) $ (32279 $ __ (3245) $ (27,49
$ .48 $ 0.39 $ (0.55 $ 0.6 $ (0.60)
80,830,69 67,781,36  58,679,68 53,504,03 45,947,96
$ (30330 $ (3456) $  (32,19) $  (3532) $ (23,579
(1,349 3,68¢ (1,202) (560) (1,290
30,87« 20,77: 22,19: 20,13’ 64,67¢

(85) (10€) — — —

(889) (10,217 (11,20%) (15,74¢) 39,81«

15,50¢ 25,71 36,92: 52,66¢ 12,85¢

$ 14.62: $ 15,50¢ $ 2571: $  36,92. $ 52,66
$ 14,62: $ 15,50¢ $ 25717 $ 3692, $ 52,66t
5,76¢ 9,671 16,36¢ 35,51¢ 45,73(
38,71¢ 42,06( 43,25( 51,53¢ 66,34

— — 63¢ 3,52( 5,517

112 212 2,63t 5,24¢ 4,92¢

9,79: — — 627 4,987



Option liabilities

Long-term deferred rer

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

55¢ 71C

18,04: 23,10
(5,709 $ 3,13:

28

2,25( 1,91C

75€ 504

12,90 21,96:

$ 6,45 $ 9,94¢

$

1,17¢
39¢
13,25¢
22,87
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Item 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
Overview

We are a biotechnology company dedicated to theldpmnent of novel treatments and devices for agariglisorders using cells as a
key part of the therapy. We are presently focusedeveloping our primary product, Cytori Cell Thgyafor patients with scleroderma hand
dysfunction, orthopedic disorders, cardiovascuisease, urinary incontinence and thermal burns auedbwith radiation injury. We are
actively investigating broadening the use of oght®logy platform into other areas as well, throughrnal research and that of our partners.

Cytori Cell Therapy consist of a heterogeneous fatjmn of specialized cells including stem cellatthre involved in response to
injury, repair and healing. These cells are exé@ddtom an adult patient’s own adipose (fat) tisssiag our fully automated, enzymatic, sterile
Celution® System devices and consumable sets at the plage wieepatient is receiving their care (i.e. tHeneo off-site processing or
manufacturing). Cytori Cell Therapy can eitherddeninistered to the patient the same day or bafikedture use. An independent published
study has demonstrated that Cytori's proprietancess results in higher nucleated cell viabiliggs residual enzyme activity, less processing
time, and improved economics in terms of cell protpe output compared to other semi-automated amohaated processes available.

In addition to our targeted therapeutic developmesthave continued to upgrade and sell our Cel@tiSystem under select medical
device clearances to customers developing newgbatia applications for Cytori Cell Therapy in Epeg Japan, and other regions. The sales
enhance the body of clinical feasibility data using technology that could lead to new indicatiand intellectual property, contribute to near
term marginal profit that partially offset our opng expenses and provide the basis for furthgneeships and commercial experience that
should facilitate future product revenue growth.

Development Pipeline

The primary therapeutic areas currently in the tgraent pipeline are scleroderma, orthopedics,icaadcular disease, specifically
heart failure due to ischemic heart disease, amtréatment of thermal burns.

In January 2015, the FDA granted unrestricted IPgraval for a pivotal clinical trial, named the ‘S8R’ trial, to evaluate Cytori Cell
Therapy as a potential treatment for impaired Handtion in scleroderma, a rare autoimmune disaffeeting approximately 50,000 patients
in the United States. The STAR trial is a 48 waakgdomized, double blind, placebo-controlled pilotiaical trial of 80 patients in the United
States. The trial evaluates the safety and efficdeysingle administration of Cytori Cell Theraipyscleroderma patients affecting the hands
and fingers. Based on our internal analysis ofthecal and commercial chances of success, we Heg@ed that scleroderma will be our r
advanced clinical indication as it is a phase Nbgal study.

In the later part of 2014, we received approvaltie/FDA to begin a U.S. IDE pilot (phase lla/batf Cytori Cell Therapy in
patients with osteoarthritis of the knee. Thd tdalled ACT-OA, is a 90 patient, randomized, dedblind, placebo control study involving
two dose escalations of Cytori Cell Therapy, a tase and a high dose conducted over 48 weeksrahkemization is 1:1:1 between the
control, low dose and high dose groups. The fiastemt was enrolled in February 2015.

Cardiovascular disease remains a target therapmpiccation of Cytori Cell Therapy. The ATHENAGATHENA Il trial programs
sought to evaluate the safety and feasibility ofo@iyCell Therapy in patients with heart failureedio ischemic heart disease. In 2014, we
truncated enrollment at 31 patients in the U.S. ENA trials as a result of delays associated withesgs of safety data. While the trials
received FDA approval to proceed, we elected tp stoollment in order to examine 6 and 12 montla #aR015 and with the analysis,
strategically examine further investments in thelizec program.

Another therapeutic target under evaluation issstrginary incontinence in men following radicabgtatectomy, which is based on
positive data reported in a peer reviewed journal.
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Cytori Cell Therapy is also being developed for titteatment of thermal burns combined with radiatimgary. In the third quarter of
2012, we were awarded a contract to develop a wemtermeasure for thermal burns valued at up t@ $idillion with the U.S. Department of
Health and Human Service’s Biomedical Advanced Reteand Development Authority (BARDA). The initlzdse period included $4.7
million over two years and covered preclinical gesé and continued development of Cytori’s Celu®dBystem to improve cell processing.
The additional contract options, if fully executeduld cover our clinical development through FD#peoval under a device-based PMA
regulatory pathway.

The cost-plus-fixed-fee contract is valued at u1066 million, with a guaranteed two-year basequedf approximately $4.7 million.
We submitted reports to BARDA in late 2013 detajlthe completion of the objectives in the initiahtract. An In-Process Review Meeting in
the first half of 2014 confirmed completion of thof of concept phase.

In August and December, 2014, BARDA awarded toargract options of $14 million. The options alloar Lontinuation of research,
regulatory, clinical, and other activities requifed approval and completion of a pilot clinicabirusing Cytori Cell Therapy (DCCT-10) for
the treatment of thermal burns combined with raalmeinjury. The award for conducting the pilo&dtiapproximately $8 million, would follow
FDA approval of the trial protocol and associateduimentation. Once the pilot trial is analyzed, fihal phase would include research,
regulatory, and clinical activities necessary thiage regulatory clearances to optimize a treatrf@ntombined injury involving thermal burn
and radiation exposure. A pivotal clinical trialtbe use of the Cytori Cell Therapy (DCCT-10) feetmal burn injury will be the primary basis
of an FDA approval. The total award is intendedupport all clinical, preclinical, regulatory, atethnology development activities needed to
complete the FDA approval process for use in thebmm injury under a device-based PMA regulatoayhgvay.

Results of Operations
Product revenues
Product revenues consisted of revenues primaniy four Celution® and StemSource® Cell Banks.
The following table summarizes the componentstenytears ended December 31, 2014, 2013 and 2012:

Years ended

2014 2013 2012
Related part $ — $ 1,84500 $ —
Third party 4,953,001 5,277,001 8,709,001
Total product revenues $ 4,953,000 $§ 7,122,000 $ 8,709,00i

A majority of our product revenue in 2014 was ded¥rom Japan. With two new regenerative medicameslin Japan going into effi
in November 2014 that removed regulatory unceiisrand provided a clear path for us to offer Ay@all Therapy in Japan, we expect
continued demand from researchers at academicthlsspeeking to perform investigator-initiated dmdded studies.

We experienced a decrease in product revenue dilmingear ended December 31, 2014 as compared 8athe period in 2013,
primarily due to decreased activities with our tisee and distributor Lorem Vascular, who purchalsednitial stocking order of approximat:
$1.8M in late 2013 that did not recur in 2014, éased revenue in Europe of $0.7 million, offseirfayeased revenues in Japan of
approximately $1.0 million. Revenue deferred ia yiears ended December 31, 2014, and 2013 wasrfiilich, and $3.6 million,
respectively. There was no comparable revenuardéfa the year ended December 31, 2012.

The future We expect to continue to generate product reeefom a mix of Celution® and StemSourc8@stem and consumables sales.
will sell the products to a diverse group of custosnn Europe, Asia and North America, who may wapipé products towards reconstructive
surgery, soft tissue repair, research, aestheticbcell and tissue banking as approved in eachtgolAdditionally, as a result of Class |
Device Clearance for Celution® and a number ofaiber products in Japan, we anticipate sellingahmeducts to researchers at academic
hospitals seeking to perform investigator-initiatedi funded studies using Cytori’s Cell Therapys avesult of the sale of our Puregraft®
product line discussed in note 5 of the consoldla@ndensed financial statements, we do not exgigaificant revenues from that product line
in the foreseeable future.

30




Table of Content

Cost of product revenues

Cost of product revenues relate primarily to Celu® System products and StemSouré@®l Banks and includes material, manufactu
labor, and overhead costs. The following tablersanizes the components of our cost of revenuethéoyears ended December 31, 2014,
2013 and 2012:

Years ended

2014 2013 2012
Cost of product revenut $ 2,856,000 $ 3,338,000 $ 3,923,00
Share-based compensation 84,00( 83,00( 77,00(
Total cost of product revenues $ 2,940,000 $ 3,421,000 $ 4,000,00
Total cost of product revenues as % of productmage 59% 48% 46%

Cost of product revenues as a percentage of produehues was 59%, 48% and 46% for the years ebdeeimber 31, 2014, 2013 and
2012, respectively. Fluctuation in this percentage be expected due to the product mix, distaband direct sales mix, geographic mix and
allocation of overhead. In 2014, we also expegdrte impact of the weakness of the Japanesewtech resulted in a decrease to our gross
profit margin.

The future: We expect to continue to see variation in ousgnarofit margin as the product mix comprising rewes fluctuates.

Development revenues

The following table summarizes the components ofd@yelopment revenues for the years ended Decedih@014, 2013 and 2012:

Years ended

2014 2013 2012
Government contract (BARDA) and ott 2,645,000 $ 3,257,00 381,00t
Development (Olympus $ — 638,000 $ 2,882,00
Development (Astellas — — 2,529,001
Development (Senko) — 1,179,001 —
Total development revenues $ 2,645000 $ 5,074,000 $ 5,792,00

During the year ended December 31, 2014, we ind$22461,000 in qualified expenditures, and recogphia total of $2,645,000 in
revenues, which included allowable fees as wetleess reimbursements. During the year ended Decegihe2013, we incurred $3,053,000 in
qualified expenditures, and recognized a total32%7,000 in revenues, which included allowable fagwell as cost reimbursements. During
the year ended December 31, 2012, we incurred 8381n qualified expenditures, and recognized al @it $355,000 in revenues, which
included allowable fees as well as cost reimbursesnd he decrease in revenues for the year endeeniier 31, 2014 as compared to the
same period in 2013 is primarily due to the closifthe initial base period and timing of executadithe first contract option in August of
2014, as well as our outsourced animal studiesiwigre largely completed in the second half of 2848 the first half of 2014. The increase
in revenues for the year ended December 31, 20&8rapared to the same period in 2012 is primatiky th the initial base period beginning
the fourth quarter of 2012.

We recognize deferred revenues, related partyeaslgdpment revenue when certain performance oiggtare met (i.e., using a
proportional performance approach). No developm&rgnue was recognized for the year ended Dece®ih@014. During the year ended
December 31, 2013, we recognized $638,000 of revassociated with our arrangements with Olympusrasult of the United States Court
of Appeals upholding the FDA's previous determioatthat our cell processing devices were not sabiatly equivalent to the cited predicate
devices. The recognition of revenue associatel this event reflects the completion of our eff@tpended to use commercially reasonable
efforts to obtain device regulatory approvals ia tnited States as it pertains to the 510(k) payhWaring the year ended December 31, 2!
we recognized $2,882,000 of revenue associatedowitlarrangements with Olympus Corporation as altre§ two remaining milestones for
the APOLLO (European pilot safety and feasibilitydy in patients with acute myocardial infarctiemd PRECISE (European pilot safety and
feasibility study in patients with chronic myocaatischemia) clinical trials that were reached ugfmcompletion of all patient follow up
procedures and recognition of a regulatory milestimiggered upon us obtaining Class | Device Clezgdor Celution® and a number of our
other products in Japan.
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In February 2013, we entered into a mutual termonadnd release agreement with Senko, whereby igteiliition Agreement and all
Senko rights, licenses and privileges granted utigeDistribution Agreement terminated and revettethe Company. As a result of this
Termination Agreement, we were obligated to paykBe$i,200,000 in six quarterly installment paymesft$200,000 each through May 20:
At the time of the Termination Agreement, we hashtance of $2,379,000 in deferred revenues on alanbe sheet relating to the payments
received from Senko in the past pursuant to th&ibigion Agreement. At the time of the Terminatidgreement, we accrued $1,200,000 of
the termination fee, and recognized the remainih@#,000 in development revenues which refle@sdbmpany’s efforts towards
commercialization under the agreement.

The future In August 2014, BARDA exercised Option 1 of trentract, as amended in December 2014, for usrforperesearch, regulatory,
clinical and other tasks required for initiationappilot clinical trial of the Cytori Cell TheragfpCCT-10) in thermal burn injury, amendments
to the Statement of Work, and reorganization ofciivetract options for a total fixed fee of up tat$tillion. We expect approximately half of
the work associated with Option 1, as amendedetodmpleted by the end of 2015.

Research and development expenses

Research and development expenses relate to tkeéogement of a technology platform that involveshgsadipose tissue as a source of
autologous regenerative cells for therapeutic apfibns as well as the continued development sffetated to our Celution® System.

Research and development expenses include costsaies with the design, development, testing arithecement of our products,
regulatory fees, laboratory supplies, pre-clinexadl clinical studies. The following table summasizhe components of our research and
development expenses for the years ended Decerhb2034, 2013 and 2012:

Years ended

2014 2013 2012
Research and developme $ 14,527,00 $ 16,444,00 $ 12,784,00
Development milestone (Joint Ventu — 16,00( 219,00(
Stock-based compensation 578,00( 605,00( 625,00(
Total research and development expenses $ 15,105,000 $ 17,065,000 $ 13,628,00

Research and development expenses for the yead @ateember 31, 2014 as compared to the same perkil 3 decreased due to a
decrease of $554,000 of supplies and preclinidaliscexpenses related to the completion of theebperiod of the BARDA contract, $518,(
in product samples due to decreased enrollmehieiTHENA trials, and $897,000 in depreciation sasiated to accelerated depreciation of
equipment in 2013 due to the termination of ountlgienture with Olympus.

Research and development expenses for the yead @atember 31, 2013 as compared to the same per&iil 2 increased primarily due
to the increase in salary and related benefitsrseéexcluding share-based compensation) of $590ab0increase in professional services
expenses of $1,025,000 and increase in researghiesipxpense of $987,000 due to increase in dical and research activities including
efforts related to BARDA.

The future We expect research and development expenditoiesrease from current levels as we plan to statclinical trials in 2015;

STAR, a trial for treatment of impaired hand fupatin scleroderma, and ACT-OA, a trial for the poi& treatment for osteoarthritis of the
knee. In addition, we expect increased expenditdue to our development work under our amendet@fitof the BARDA contract.
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Salesand marketing expenses

Sales and marketing expenses include costs of aatemarketing personnel, tradeshows, physicianitiga and promotional activities ai
materials. The following table summarizes the congmds of our sales and marketing expenses forahesyended December 31, 2014, 2013
and 2012:

Years ended

2014 2013 2012
Sales and marketir $ 5,946,000 $ 8,329,000 $ 8,764,00
Stock-based compensation 460,00( 697,00( 724,00(
Total sales and marketing $ 6,406,000 $ 9,026,000 $ 9,488,00

The decrease in sales and marketing expense dhengear ended December 31, 2014 as compared sathe period in 2013 was mainly
attributed to the decrease in salary and relateéfie expense (excluding share-based compensati@1),082,000 related to a decrease in
headcount of 10 fulime equivalent employees, $577,000 of professieaalices expenses, $285,000 in travel, and $281rD&dvertising an
promotion. These decreases are mostly attributalitee expense reduction initiatives implementedughout 2014 in our Sales and Marke!
organization.

The decrease in sales and marketing expense dhengear ended December 31, 2013 as compared sathe period in 2012 was mainly
attributed to the decrease in salary and relatedfis expense (excluding share-based compensatid®62,000 due to a decrease in
headcount, and a decrease in travel of $168,008nbgcrease in professional services of $337,000.

The future: As we obtain the full benefit of cost curtailmetivities implemented through 2014, we expeasahd marketing expenditures
to decrease modestly in 2015.

General and administrative expenses

General and administrative expenses include costdministrative personnel, legal and other ptewl expenses, and general corpc
expenses. The following table summarizes the géaathadministrative expenses for the years endasb@ber 31, 2014, 2013 and 2012:

Years ended

2014 2013 2012
General and administrati $ 13,974,00 $ 13,808,00 $ 13,194,00
Stock-based compensation 1,979,001 2,223,00i 2,478,001
Total general and administrative expenses $ 15,953,00 $ 16,031,00 $ 15,672,00

For the year ended December 31, 2014 as compathd same period in 2013, the general and admatiigtrexpenses (excluding share-
based compensation) remained relatively consistdntvever, within general and administrative exgasnse had a decrease in salary and
related benefits expense (excluding share-basegeasation) of $730,000 related to a decrease afdoest of 13 full-time equivalent
employees, partially offset by an increase in mei@nal services (which includes legal and consmisiervices) of $702,000.

For the year ended December 31, 2013 as compathd same period in 2012, the general and admatiiggrexpenses (excluding share-
based compensation) increased due to non-cashrasaegeivable charges of $1,141,000, an increapeofessional services of $301,000 and
were offset by reduced labor costs.

The future: Based on cost curtailment initiatives implemerttedughout 2014, we expect general and adminigéraixpenditures to decrease
modestly in 2015.

Stockbased compensation expenses

Stock-based compensation expenses include chaeigésd to options and restricted stock awards éssuemployees, directors and non-
employees along with charges related to the emplsy@ck purchases under the Employee Stock Puréhas¢ESPP). We measure stock-
based compensation expense based on the grarfailatalue of any awards granted to our employ8esh 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 ofsteck-based compensation for the years endedrilme31, 2014, 2013 and 2012:

Years ended

2014 2013 2012
Cost of product revenur $ 84,000 $ 83,000 $ 77,00(
Research and development rele 578,00( 605,00( 625,00(
Sales and marketing relat 460,00( 697,00( 724,00(
General and administrative related 1,979,00! 2,223,00! 2,478,001
Total stock-based compensation $ 3,101,000 $ 3,608,000 $ 3,904,00

Most of the share-based compensation expensesegetrs ended December 31, 2014, 2013 and 2Gt2ddb the vesting of stock
option and restricted stock awards to employees.

The decrease in share-based compensation for #neegded December 31, 2014 as compared to thesanmoe in 2013 is primarily due
to the decrease in headcount of 37 full-time edaivteemployees, the stock price decrease expedenc014 and share-based compensation
expense reversals due to option cancellations.N®&=16 to the Consolidated Financial Statemertisidled elsewhere herein for disclosure
and discussion of share-based compensation.

The decrease in share-based compensation for #neegded December 31, 2013 as compared to thegenmod in 2012 is primarily due
to restricted stock awards granted to our exectuimen during 2012. See Note 16 to the Consolidateaincial Statements included elsewhere
herein for disclosure and discussion of share-basatgpensation.

The future. We expect to continue to grant options and sevestrds to our employees, directors, and, as agptepto non-employee service
providers. In addition, previously-granted optiavi continue to vest in accordance with their amigf terms. As of December 31, 2014, the

total compensation cost related to non-vested siptikns and stock awards not yet recognized farul plans is approximately $3,944,000,
which is expected to be recognized as a resulesting under service conditions over a weightedameperiod of 1.77 years.

Change in fair value of warrant liability

The following is a table summarizing the changé&invalue of warrant liability for the years endedcember 31, 2014, 2013 and 2012:

Years ended December 3:

2014 2013 2012

Change in fair value of warrant liabili $ (369,000 $ (418,000 $ (209,000

The change in fair value of our warrant liability the year ended December 31, 2014, is due tean@rissued in connection with this
issuance of Series A 3.6% Convertible PreferrediSito October 2014, as well as warrants re-priegated to our Loan Agreement. For the
years ended December 31, 2013 and 2012, the balalates to warrants issued in 2008 in connectith avprivate placement that expired
August 2013.

The future:Future changes in the fair value of the warrattility will be recognized in earnings until sucmg as the warrants’ exercise price
becomes fixed, or warrants are exercised or expire.

Change in fair value of option liability

The following is a table summarizing the changéinvalue of option liability for the years endBé&cember 31, 2014, 2013 and 2012:

Years ended

2014 2013 2012

Change in fair value of option liabilit $ — $ (2,250,00) $ 340,00(
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Changes in fair value of our put option liabilitseadue to changes in assumptions used in estimtingalue of the Put, such as
bankruptcy threshold for Cytori, fair value of tBé/mpus Joint Venture, volatility and others.

The Put was cancelled as a result of the Jointweriermination agreement executed in 2013.

Financing items

The following table summarizes interest incomegiiest expense, and other income and expensesfgedns ended December 31, 2014,
2013 and 2012:

Years ended

2014 2013 2012
Loss on asset dispos $ 42,000 $ (257,000 $ —
Loss on debt extinguishme — (708,000 $ —
Interest income 6,00( 4,00( 4,00(¢
Interest expens (4,371,00) (3,396,00) (3,386,001
Other income (expense), r (608,000 (438,000 (314,000
Gain on Puregraft divestitu — 4,453,001 —
Gain on previously held equity interest in joinhtgre — 4,892,00 —
Total $ (4,931,000 $ 4,550,000 $ (3,696,000

- Interest expense increased for the year ended Dexredd, 2014 as compared to 2013, due to caslesttand non-cash
amortization of debt and warrant costs relateduto$27.0 million Term Loan executed in June 2018 mcreased accretion
expense related to our Joint Venture liabil

« We recorded a beneficial conversion feature of @1,d00 in December of 2014, related to the issuahoer Series A 3.6%
Convertible Preferred Stock. The fair value of tbexmon stock into which the Series A 3.6% PreteB#ck was convertible on
the respective dates of issuance of the prefetostt @xceeded the proceeds allocated to the S&138% Convertible Preferred
Stock, resulting in a beneficial conversion fea.

» Interest expense increased for the year ended DOmeedi, 2013 as compared to 2012 due to cash shi@nel non-cash
amortization of debt issuance costs and debt drgdou our $27.0 million term loan executed in J2@4 3.

« The changes in other income (expense) in 2014, 2632012 resulted primarily from changes in fanegrrency exchange
rates.

« In connection with the June 2013 Loan Agreemefdsa on debt extinguishment was recorded thatazkat the payoff of the
prior loan obligation. See Note 11 to the Consbd Financial Statements for further informat

« Refer to Note 5 of the Notes to Consolidated Firar&tatements for discussion of gain on Puregliatstiture.

« Refer to Note 4 of the Notes to Consolidated Firertatements for discussion of gain on previolgid equity interest in joint
venture.

The futureSubject to our future financing activities, we espiaterest expense in 2015 to remain relativedplst as we continue to pay

interest on the $27.0 million Term Loan that wasaded in 2013 and in 2014 and record accretionresgeelated to our acquisition 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, 2014 and 2013:

As of December 31

2014 2013
Cash and cash equivalel $ 14,622,000 $ 15,506,00
Current assetl $ 21,686,000 $ 24,577,00
Current liabilities 15,917,00 14,906,00
Working capital $ 5,769,000 $ 9,671,00

We incurred net losses of $37,368,000, $26,177a0@0$32,279,000 for the years ended December 34, 2013 and 2012, respectively.
We have an accumulated deficit of $338,273,000f &eoember 31, 2014. Additionally, we have usedcash of $30,330,000, $34,563,000
and $32,193,000 to fund our operating activitiesyfears ended December 31, 2014, 2013 and 20i#:atsely. At December 31, 2014, the
current portion of long-term debt obligations is4bthillion and the Joint Venture purchase obligai®$3.0 million. The combination of these
facts and the balance of cash and cash equivaeBtscember 31, 2014 raises substantial doubt th& tGompany’s ability to continue as a
going concern.

To date, these operating losses have been fundedrgly from outside sources of invested capital gnoss profits. We have had, and we
will likely continue to have, an ongoing need tsesadditional cash from outside sources to furdfwture operations. However, our ability to
raise capital was adversely affected once FDA fhdld on our Athena trials in mid-2014, which hadaalverse impact to stock price
performance and our corresponding ability to restme our debt. If we are unsuccessful in ourrédfto raise outside capital in the near term,
we will be required to significantly reduce oureasch, development, and administrative operatioctyding reduction of our employee base,
in order to offset the lack of available funding.

We are pursuing financing opportunities in bothphigate and public debt and equity markets as agthrough strategic corporate
partnerships. We have an established history singicapital through these platforms, and we argeatly involved in negotiations with
multiple parties. Our efforts in 2014 to raise takiook longer than we initially anticipated. Wgpect to continue to utilize our cash and cash
equivalents to fund operations at least througle &ir2015, subject to minimum cash and cash litpidiquirements of the Loan and Security
Agreement with the Lenders, which requires thatwvaéntain at least three months of cash on hangdiman event of default under the Loan
and Security Agreement. We continue to seek additioash through product revenues, strategic amédtons, and future sales of equity or
debt securities. Although there can be no assurginea, we hope to successfully complete one oremadditional financing transactions and
corporate partnerships in the near-term. Withoigt dldditional capital, current working capital arabh generated from sales and containment
of operating costs will not provide adequate fugdior research, sales and marketing efforts, @dirdnd preclinical trials, and product
development activities at their current levelssufficient capital is not raised, we will at a nmimim need to significantly reduce or curtail our
research and development and other operationgh@éndould negatively affect our ability to achies@porate growth goals.

Specifically, we have prepared an operating planh ¢hlls for us to reduce operations to focus alransrely on one US clinical program
and the supply of current products to existingewmistribution channels. In addition, as parthi$ pplan, there would be minimal expenditures
for ongoing scientific research, product developtmerclinical research. This impacts research angbpment headcount, external
subcontractor expenditures, capital outlay and ggred administrative expenditures related tostifgervision of such activities. In parallel,
we would significantly reduce administrative staiffid salaries consistent with the overall redudtioscope of operations. In aggregate, such
reductions could result in eliminations of roles fioee majority of the Company’s current staff ahd teferral or elimination of all ongoing
development projects until such time that cashuess were available from operations or outsidecgsuto re-establish development and
growth plans. Management is currently reviewingtraetual obligations related to the pre-clinicatiafinical commitments along with
minimum purchase requirements to include defefralich commitments as part of this plan. While nggmaent is actively pursuing it's near
term financial and strategic alternatives it i9ala parallel, continuing to evaluate the timirfigroplementation of the alternative operating
plan and the initiation of the identified reductson

From January 1, 2012 to December 31, 2014, we fi@aeced our operations primarily by:

» In December 2012, we entered into an underwritong@ment with Lazard Capital Markets, LLC (undeten)i, relating to th
issuance and sale of 7,020,000 shares of our constnok. This price to the public in this offerin@sv$2.85 per share and
the underwriter purchased the shares from us gte of $2.69 per share. The transaction was caeqplen December 19,
2012 raising approximately $20,007,000 in groseg@eds before deducting underwriting discounts amdngissions and
other offering expenses payable by
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In January 2013, Lazard Capital Markets, LLC (umdier) exercised its overallotment option and assult we sold an
additional 1,053,000 shares raising approximat8lp®0,000 in gross proceeds before deducting unidergvdiscounts and
commissions and other offering expenses payablest

On June 28, 2013 we entered into the Loan AgreemintOxford Finance LLC and Silicon Valley Banlogether, the
“Lenders”), pursuant to which the Lenders fundedggregate principal amount of $27.0 million (Tdroan), subject to the
terms and conditions set forth in the loan agreem&he Term Loan accrues interest at a fixed o&@&75% per annum. In
connection with the Term Loan, on June 28, 2013isaed to the Lenders warrants to purchase up émgregate of
596,553 shares of our common stock at an exercice pf $2.26 per share. These warrants are imastelgiexercisable and
will expire on June 28, 2020. In connection witk ttban Agreement, we prepaid all outstanding ansuntler the prior loa
agreement, at which time our obligations underpttier loan agreement immediately terminated. Thepneceeds of the
Term Loans, after payment of lender fees and exgseasd prepaying all the outstanding amounts ngladi the prior loan
agreement, were approximately $7.8 milli

On July 30, 2013, we entered into a Sale and Exa&uscense/Supply Agreement with Bimini TechnokegiLLC (“Bimini”),
pursuant to which we sold to Bimini substantialllycd the assets (other than certain retained sigimd licenses) of our
Puregraft®product line, a series of standalone fat transptaont products that were developed to improve tiediptability of
outcomes for autologous fat grafting and aesthmtity contouring. The aggregate value of the conatibe paid by Bimini ¢
the execution of the agreement was $5.0 mill

On October 29, 2013, we entered into a partnesshifpLorem Vascular, to commercialize Cytori Celidrapy (OICH-D3)
for the cardiovascular, renal and diabetes marketShina, Hong Kong, Malaysia, Singapore and Aalgtr(License/Supply
Agreement), and a Common Stock Purchase Agreei@anianuary 30, 2014 we entered into the AmendedRasthted
License/Supply Agreement with Lorem Vascular (tRestated AgreementBxpanding the licensed field to all uses exce|
alopecia (hair loss). Under the Restated Agreenhemgm Vascular committed to pay up to $500 milliodicense fees in tr
form of revenue milestones. In addition, Loremegquired to pay us 30% of their gross profits inf@hiHong Kong and
Malaysia for the term of the Restated Agreemento@¥ell Therapy is derived from our Celution® &ys, which enables
access to a patient's own adipose-derived regeverells (ADRCSs) at the point-of-care. In additiclorem Vascular agreed
to purchase our Celution® System and consumablésrihe Restated Agreement. Pursuant to the de@adenmon Stock
Purchase Agreement, we received $24.0 million tharge for 8.0 million shares of our common steskiéd to Lorem
Vascular at $3.00 per share. The equity purchasedclesed in two equal installments, in November328nd January 201

In May 2014, we and 47 holders of warrants to paseha total of 3,156,238 shares of our common s$sded in a private
offering in May 2009, agreed to extend the exporatiate of the warrants from May 14, 2014 to May2B15 and increase
the exercise price of the warrants from $2.62 paresto $3.50 per share pursuant to an Amendméhiatoant to Purchase
Common Stock. One holder of warrants did not agpegbe Amendment, and their warrants, covering @8 ghares of
Common Stock, expired unexercised on May 14, 28%tcordance with the original tern

In May 2014, we entered into subscription agreemeiith certain institutional investors pursuantvoich we sold a total of
4,048,584 units, with each unit consisting of ohare of common stock and one warrant to purchaseslbare of common
stock at a purchase price of $2.47 per unit, iegistered direct offering. Each warrant had an@sermprice of $3.00 per
share, was exercisable immediately after issuandesgpires five years from the date of issuance. ffénsaction was
completed on June 4, 2014 raising approximately@AX®M000 in gross proceeds before deducting amyioff expenses or
fees payable by us. Under the terms of our PlaceAgent Agreement, we granted WBB Securities, LL&rrants to
purchase 202,429 shares of common stock. The pEesgent warrants have the same terms as thentsaisaued to the
purchasers in the offering, except that such wasrbave an exercise price of $3.
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« In September 2014, we and 13 holders of warrantgidhune 4, 2014 to purchase a total of 4,032,88&s of

our common

stock agreed to amend the warrants in order toceethe exercise price from $3.00 per share to $ie0@hare and change
expiration date from June 4, 2019 to Septembe2@04. We received proceeds of approximately $40m&6from the

exercise of the warrants. In addition, pursuarihéoterms of the amendment, upon each holder'ciseeof all

warrants for

cash prior to the amended expiration date, we isadditional warrants for the same number of comstares to the
holders. The additional warrants have an exemmige of $2.00 per share, and are exercisable ®date that is six months
and one day from the date of issuance and expieeyfears from the date of issuance. For thosestove participating in the
October 2014 issuance of Series A 3.6% ConverBibbderred Stock, we agreed to reduce the exerdise @f 3,384,601

warrants from $2.00 per share to $0.5771 per sbarglitioned upon shareholder approval which waainbd
2015.

in January

« In September 2014, we entered into"™d2mendment to the Loan Agreement with the Lendersymnt to the amended Loan
Agreement, under which we were provided a conditievaiver of principal payments subject to meetiegain capital raise
requirements, which we achieved in October. Thevaradf principal payments continues from Novemhbez14 through
April 1, 2015 and thereafter we are required to enp&yments of principal and accrued interest iraeonthly installments

of $1.0 million, sufficient to amortize the Term drms through the maturity da

« In October, 2014, we entered into a Securities frage Agreement with certain institutional invesymussuant to which we

sold a total of 13,500 units for a purchase pric®19000 per unit, with each unit consisting of ahare of our

Series A 3.6%

Convertible Preferred Stock, which is convertiliiishares of our common stock with a conversigremf $0.52, and
warrants to purchase up to a number of sharesmifram stock equal to 100% of the conversion shamdsnithe shares of

preferred stock, in a registered direct offeringclz warrant has an exercise price of $0.5771 @mesks exerc

isable six

months after the date of issuance and expires/Bags from the date on which it is initially exesadble. The preferred stock

and the warrants were immediately separable and issued separately. As of December 31, 2014, 8hR9
converted into 15,747,000 shares of common s

had been

The following summarizes our contractual obligati@md other commitments at December 31, 2014, hendftect such obligations could

have on our liquidity and cash flow in future peiso

Payments due by period

Less than 1 More than

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

Long-term obligations $ 26,863,00 $ 7,462,000 $ 19,401,00 $ — $ =
Interest commitment on lo-term obligations 3,670,001 2,205,001 1,465,00! — —
Operating lease obligatiol 6,296,001 2,183,001 4,086,001 27,00( —
Joint Venture purchase obligatio 3,297,001 3,297,001 — — —
Clinical research study obligations 1,216,00! 1,216,00! — — —
Total $ 41,342,000 $ 16,363,00 $ 24,952,00 $ 27,000 $ —

* We have various payment options which could reésutte acceleration or deferral of the Joint Vergyurchase obligation. See
Note 4 to the Consolidated Condensed Financiak®tahts for discussion of our acquisition of Olyn’ interest in the Joint Venture.

Net cash used in or provided by operating, invgssind financing activities for the years ended Dewer 31, 2014, 2013 and 2012 is

summarized as follows:

Years Ended

2014 2013 2012
Net cash used in operating activit $ (30,330,00) $ (34,563,00) $ (32,193,00)
Net cash provided by (used in) investing actigi (1,343,00) 3,686,00! (1,204,00i)
Net cash provided by financing activiti 30,874,00 20,772,00 22,192,00
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Operating activities

Operating activities, inclusive of research andedgwyment, sales and marketing, and general andnéstrative efforts, offset in part by
product sales, generated a $37,368,000 net losedgrear ended December 31, 2014. The operadisty impact of this loss was $30,330,000,
after adjusting for non-cash share-based compemsatiher adjustments for material non-cash aggisjisuch as depreciation, amortization,
change in fair value of warrants, and changes irking capital due to timing of product shipmentso@unts receivable) and payment of
liabilities. Overall, our operational cash use éesed as compared to same period in 2013, duerflyinoaan increase in cash collections from
accounts receivable, offset by increased in paysngindccounts payable and accrued liabilities.

Operating activities, inclusive of research andedgwyment, sales and marketing, and general andnéstrative efforts, offset in part by
product sales, generated a $26,177,000 net losedgrear ended December 31, 2013. The operadisty impact of this loss was $34,563,000,
after adjusting for non-cash share-based compemsatiher adjustments for material non-cash agisjisuch as depreciation, amortization,
change in fair value of option liabilities and weats, gain on sale of assets and acquisition ot M@nture, and changes in working capital due
to timing of product shipments (accounts receivaate payment of liabilities.

Operating activities, inclusive of research anded@ment, sales and marketing, and general andnéstrative efforts, offset in part by
product sales, generated a $32,279,000 net losedgrear ended December 31, 2012. The operatsigiogact of this loss was $32,193,000,
after adjusting for the recognition of developmentenue of $381,000, and other non-cash developreeetues of $5,411,000, the
consideration of non-cash share-based compensatiwar, adjustments for material non-cash activisegsh as depreciation, amortization,
change in fair value of option liabilities and wats, and changes in working capital due to tinsihgroduct shipments (accounts receivable)
and payment of liabilities.

Investing activities

Net cash used in investing activities for the ya@aled December 31, 2014 resulted in cash outflomsdyment of a license termination
fee of $400,000, expenditures for intellectual @my of $255,000 and for purchases of propertyemdpment of $764,000 offset by proceeds
from the sale of assets of $76,000.

Net cash provided by investing activities for tleayended December 31, 2013 resulted from caslowstfor payment of a license
termination fee of $800,000 and for purchases operty and equipment and cash inflows of $5,000fof1 the sale of the Puregraft product
line.

Net cash used in investing activities for the yeraaled December 31, 2012 resulted primarily frontipases of property and equipment,
primarily for use in clinical trials and research.

Financing Activities

The net cash provided by financing activities fog year ended December 31, 2014 related primaridysale of common stock, preferred
stock, and exercise of warrants. In October 20i4sold a total of 13,500 units for a purchasegoit$1,000 per unit, with each unit
consisting of one share of our Series A 3.6% CdiblerPreferred Stock, which is convertible intasds of our common stock, for
approximately $12,370,000, net of issuance cdstSeptember 2014, 4,032,389 warrants were exereisd we received proceeds of
approximately $4,066,000. In May 2014, we sold 8,684 units, consisting of one share of commonksémal one warrant to purchase one
share of common stock, for approximately $10,000,j00gross proceeds in connection with a registdiegtt offering to certain institutional
investors. We received $9,000,000 in January 2@tduant to our Common Stock Purchase Agreementlwitam Vascular that was execu
in October of 2013, partially offset by principayments of $1,962,000 primarily relating to our E2million loan and $2,262,000 payment
towards our Joint Venture purchase obligation.

The net cash provided by financing activities fog year ended December 31, 2013 related primaridysale to Lorem Vascular of
4,000,000 shares for $12,000,000 in gross procesdsell as an additional $3,000,000 in gross mdséreceived in 2013) which related to
second closing of an additional 4,000,000 shardsaiuary 2014. The balance of $9,000,000 in grassepds for the second closing was
received in 2014. In addition, there was a sal&, 053,000 shares for approximately $3,000,000 asgproceeds in connection with the
underwriter exercising the option to purchase amfuéil shares relating to our December 2012 pulffering offset by principal payments of
$22,304,000 primarily relating to our $25.0 millilman. Additionally, in June 2013, we entered iatboan Agreement with the Lenders
pursuant to which the Lenders funded an aggregateipal amount of $27,000,000 offset by $1,744,866t issuance costs and loan fees. Ne
cash provided by this transaction was approxima&&lg million after repayment of the prior outstamgdloan balance, debt issuance costs anc
loan fees. Also, during the year ended Decembg2@13, we paid $221,000 payment towards our Jéémture purchase obligation.
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The net cash provided by financing activities fog year ended December 31, 2012 related primaridysale 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 sfptions and employee stock purchase plan ofi$1000.

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.

While our estimates are based on assumptions wsdmrreasonable at the time they were made, dualaesults may differ from our
estimates, perhaps significantly. If results diffeaterially from our estimates, we will make adjoents 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 mlicies that require us to make our
most significant judgments and, as a result, cbalk the greatest impact on our future financisllts.

Revenue Recognition

In accordance with the Securities and Exchange Gesiom’s guidance, we recognize revenue from prosales when the following
fundamental criteria are met: (i) persuasive evigesf an arrangement exists, (ii) delivery has oel (iii) the price to the customer is fixec
determinable and (iv) collection of the resultimgaunts receivable is reasonably assured. Foomess that have not developed a sufficient
payment history with us or for whom a letter ofdités not in place at the time of the transactior,defer revenues until collectability is
reasonably assured.

For all sales, we use a binding purchase ordersayreed agreement as evidence of an arrangentatie dther revenue recognition crite
are met, revenue for these product sales is rezednipon delivery to the customer, as all risksraméards of ownership have been
substantively transferred to the customer at tbattp For sales to customers who arrange for aadage the shipping process, we recognize
revenue upon shipment from our facilities. Shippamgl handling costs that are billed to our custesnaee classified as revenue. The
customer’s obligation to pay and the payment tearesset at the time of delivery and are not depanole the subsequent use or resale of our
products. For sales where all revenue recognitittar@ are not met, revenue is deferred and rélateentory remains on our books.

For sales that include multiple deliverables, sasisales 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 cdexparray of equipment, proprietary
knowledge, license rights, and services, including or more StemSourcef@vices, a cryogenic freezer, measuring and mang@qguipment
and a database patient tracking system. In additiertypically provide consulting, installation,catraining services. Web hosting, technical
support and maintenance services are generallydadyor a period of up to one year subsequertigalate of sale. FASB authoritative
guidance requires an evaluation of these delivesatnl determine the appropriate “units of accougyitiar purposes of revenue recognition.
Each cell bank is customized to provide the bésitism for the customer. Depending on customeegds, all or combination of the following
units of accounting will apply to cell bank transans:

- initial consulting services;

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

« installation services;

« training services;

« database hosting services;

« technical support services; and

« Maintenance services.
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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 sellinggwifor all deliverables based on vendor-specifinteg for comparable services when available.
In the absence of VSOE, we use competitors’ pradoicservices considered largely interchangealite ovir own or management’s best
estimate. Revenue allocated to each unit of adewyis calculated and recognized based on thévelaelling price of each deliverable.
Future services such as web hosting and ongoingtemaince are deferred and recognized into incontteeaservices are provided, generally
over one year following the installation of the gument.

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 thesmdidated statements of cash flows. The Comparigtaias an allowance for doubtful
accounts for estimated losses inherent in its atsaceivable portfolio. In establishing the regdiallowance, management considers
historical losses adjusted to take into accountectimarket conditions and our customers’ financtaddition, the amount of receivables in
dispute, and the current receivables aging anégotipayment patterns. Account balances are chaffiegainst the allowance after all means
of collection have been exhausted and the potefotiaecovery is considered remote.

I mpairment

We assess certain of our long-lived assets, suphoperty 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 undiscounted casls #xpected to be generated by the asset (orgrssgt) are less than the asset’s carryin
amount. Any required impairment loss would be messas the amount by which the assetirrying value exceeds its fair value, and wdne
recorded as a reduction in the carrying value efrtlated asset and a charge to operating exp®eaecognized no impairment losses during
any of the periods presented in these financi&stants.

Goodwill and I ntangibles

Goodwill is reviewed for impairment annually or radrequently when events or changes in circumstimchcate 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 guidance to simplify entities test goodwill for impairment. Undee ttevised guidance, entities have the
option to first assess qualitative factors to datee whether it is more likely than not that thi fealue of a reporting unit is less than its
carrying amount as a basis for determining whetiemecessary to perform the two-step goodwilh&inment test described in Accounting
Standards Codification Topic 350. If, after assggsjualitative factors, an entity determines ids more likely than not that the fair value of a
reporting unit is less than its carrying amoungntiperforming the two-step impairment test is ueseary. If deemed necessary, a two-step te
is used to identify the potential impairment andrieasure the amount of goodwill impairment, if ahlye first step is to compare the fair value
of the reporting unit with its carrying amount, liding goodwill. If the fair value of the reportingit exceeds its carrying amount, goodwill is
considered not impaired; otherwise, there is arcatobn that goodwill may be impaired and the antafrthe loss, if any, is measured by
performing step two. Under step two, the impairness, if any, is measured by comparing the impladvalue of the reporting unit goodwill
with the carrying amount of goodwill.

Stock-based compensation

The estimated fair value of stock-based awardsangéd for employee and non-employee director ses\ace expenses over the requisite
service period. For purposes of calculating stoaked compensation, we estimate the fair valueok®ptions and shares issued under the
Employee Stock Purchase Plan using a Black-Sclopitsn-pricing model. The determination of the faalue of stock-based payment award:
utilizing the Black-Scholes model is affected by stock price and a number of assumptions, inclydxpected volatility, expected life, risk-
free interest rate and expected dividends. Theary volatility is based on the historical volgtibf our common stock over the most recent
period commensurate with the estimated expectad ¢éthe stock options. The expected life of ttuek options is based on historical and
other economic data trended into the future. Télefree interest rate assumption is based on wbddnterest rates appropriate for the
expected terms of our stock options. The dividgietd assumption is based on our history and exgpiect of no dividend payouts. The fair
value of restricted stock agreements granted ischas the market price of our common stock on theaf the grant.
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Warrant Liability

Warrants issued in connection with our preferregisoffering as well as our Letter Agreement whik t enders do not trade in an active
securities market, and as such, we estimate thedhie of these warrants using Black Scholes ontel@arlo option pricing models.
Following the authoritative accounting guidancernaats with variable exercise price features asmanted for as liabilities, with changes in
the fair value included in operating expenses. Tompany estimated the fair value of the warrantaéaiately before and after modification
using an option pricing model to reclassify itg fealue from additional paid-in capital to warrdiability.

Recent Accounting Pronouncements
See Note 2 to the Consolidated Financial Statemediisded elsewhere herein for disclosure and disiom of new accounting standards

ltem  Quantitative and Qualitative Disclosures About Market Risk
TA.

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

We are not subject to market risk due to fluctusim interest rates on our long-term obligatiosnishey bear a fixed rate of interest. Our
exposure relates primarily to short-term investraginicluding funds classified as cash equivaleAts of December 31, 2014, all excess funds
were invested in money market funds and other fitifplid investments, therefore our interest ratpasure is not considered to be material.

Foreign Currency Exchange Rate Exposure

Our exposure to market risk due to fluctuationfoieign currency exchange rates relates primasilyur activities in Europe and Japan.
Transaction gains or losses resulting from casanuas and revenues have not been significant ipasteand we are not currently engaged in
any hedging activity in the Euro, the Yen or otberrencies. Based on our cash balances and reveeuged from markets other than the
United States for the year ended December 31, 20hypothetical 10% adverse change in the Euroeor afjainst the U.S. dollar would not
result in a material foreign currency exchange.ld@ensequently, we do not expect that reductioribe value of such sales denominated in
foreign currencies resulting from even a suddesignificant fluctuation in foreign exchange ratesuld have a direct material impact on our
financial position, results of operations or casiws.

Notwithstanding the foregoing, the indirect effetfluctuations in interest rates and foreign coocyeexchange rates could have a materia
adverse effect on our business, financial condiiod 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 balsineets of Cytori Therapeutics, Inc. and subgédigthe Company) as of December 31
2014 and 2013, and the related consolidated statsméoperations and comprehensive loss, stockhsil@deficit) equity, and cash flows for

each of the years in the thregear period ended December 31, 2014. In conneutitmour audits of the consolidated financial sta¢ats, we

have also audited the accompanying schedule o&tialuand qualifying accounts. These consolidaiteahtial statements and financial
statement schedule are the responsibility of the@amny’s management. Our responsibility is to expeesopinion on these consolidated
financial statements based on our audits.

We conducted our audits in accordance with thedstalts of the Public Company Accounting OversighafBioUnited States). Those standard:s
require that we plan and perform the audit to ebtagsonable assurance about whether the finataiaiments are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disis in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managenenielhas 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 matenéspects, the financial position of Cytori
Therapeutics, Inc. and subsidiaries as of Dece®be2014 and 2013, and the results of their opmratand their cash flows for each of the

years in the thre-year period ended December 31, 2014, in conformiity U.S. generally accepted accounting principhdso, 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.

The accompanying consolidated financial statemamdsfinancial statement schedule have been prepaseoning that the Company will
continue as a going concern. As discussed in ntddle consolidated financial statements, the Gomjs recurring losses from operations,
liquidity position, and debt service requiremertises substantial doubt about its ability to cargias a going concern. Management'’s plans i
regard to these matters are also described inlndtke consolidated financial statements and fiiustatement schedule do not include any
adjustments that might result from the outcomehis tincertainty.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), Cytori

Therapeutics, Inc.’s internal control over finahegporting as of December 31, 2014, based onriigstablished iternal Control —

Integrated Framewor(1992) issued by the Committee of Sponsoring Omgitins of the Treadway Commission (COSO), andepiort

dated March 16, 2015 expressed an unqualified opian the effectiveness of the Company'’s interoatml over financial reporting.
/sl KPMG LLP

San Diego, Californi

March 16, 201!

a4




Table of Content
Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders
Cytori Therapeutics, Inc:

We have audited Cytori Therapeutics, Inc. and sliduses (the Company) internal control over finahceporting as of December 31, 2014,
based on criteria establishedimernal Control — Integrated Framework (19985ued by the Committee of Sponsoring Organizatidrike
Treadway Commission (COSO) . The Company’s manageiseesponsible for maintaining effective intdroantrol over financial reporting
and for its assessment of the effectiveness ofriateontrol over financial reporting, includedtive accompanying Management's Report on
Internal Control over Financial Reporting (Item &} Our responsibility is to express an opiniontlom Company’s internal control over
financial reporting based on our audit.

We conducted our audit in accordance with the statgdof the Public Company Accounting OversightriBq&nited States). Those standards
require that we plan and perform the audit to abtaasonable assurance about whether effectivenalteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal corix@r 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 reasonablesmesuregarding the reliability of financial
reporting and the preparation of financial statets:iéor external purposes in accordance with gelyesatepted accounting principles. A
company’s internal control over financial reportingludes those policies and procedures that (&ajmeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettiansactions and dispositions of the assetssofdmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatg@aparation of financial statements in accor@awith 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 reasanabsurance regarding prevention or timely detecfainauthorized acquisition, use, or
disposition of the company’s assets that could lzanweterial effect on the financial statements.

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

In our opinion, the Company maintained, in all mialerespects, effective internal control over fical reporting as of December 31, 2(
based on criteria establishedliriernal Control — Integrated Framewoid992) issued by the Committee of Sponsoring Omgitns of th
Treadway Commission (COSO).

We also have audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo@nited States), the consolidas
balance sheets of the Company as of December 3%, &0d 2013, and the related consolidated statsnoérdperations and comprehen:
loss, stockholders’ (deficit) equity, and cash fofer each of the years in the three-year periattérbecember 31, 2014nd our report dat
March 16, 2015 expressed an unqualified opiniothose consolidated financial statements.

/sl KPMG LLP

San Diego, Californi
March 16, 201!

45




Table of Content

CYTORI THERAPEUTICS, INC.
CONSOLIDATED BALANCE SHEETS

Assets
Current asset:
Cash and cash equivalel
Accounts receivable, net of reserves of $1,523@0@Dof $1,445,000 in 2014 and 2013, respecti
Inventories, ne
Other current assets

Total current asse

Property and equipment, r
Restricted cash and cash equivale
Other asset

Intangibles, ne

Goodwill

Total assets

Liabilities and Stockholders’ (Deficit) Equity
Current liabilities:
Accounts payable and accrued expel
Current portion of lon-term obligations, net of discou
Termination fee obligatio
Puregraft divestiture obligatic
Joint Venture purchase obligation

Total current liabilities
Warrant liability
Deferred revenue
Long-term deferred rer
Long-term obligations, net of discount, less curgrtion

Total liabilities

Commitments and contingenci
Stockholder' equity:

Series A 3.6% convertible preferred stock, $0.0&lvalue; 5,000,000 shares authorized; 13,500 shar

issued and 5,311 outstanding in 2014, and no skiesesd and outstanding in 2C

Common stock, $0.001 par value; 145,000,000 stardwrized; 99,348,377 and 71,305,375 shares is

and outstanding in 2014 and 2013, respecti
Additional paic-in capital
Accumulated other comprehensive inca
Accumulated deficit

Total stockholders’ (deficit) equity

Total liabilities and stockholders’ (deficit) equit

As of December 31

2014 2013
$ 14,622,00 $ 15,506,00
1,243,001 4,152,001
4,829,001 3,694,001
992,00( 1,225,001
21,686,00 24,577,00
1,583,001 1,054,001
350,001 350,00(
1,763,00! 2,812,001
9,415,001 9,345,001
3,922,001 3,922,001

$ 38,719,00 $ 42,060,00
$ 5,546,000 $ 6,077,001
7,363,001 3,191,00!
— 400,00

— 547,00(
3,008,001 4,691,00!
15,917,00 14,906,00
9,793,001 —
112,00 212,00(
558,001 710,00(
18,041,00 23,100,00
44.421,00  38,928,00
99,00( 71,00(
331,772,00  303,710,00
700,00( 256,000
(338,273,00)  (300,905,00)
(5,702,00) 3,132,001

$ 38,719,00 $ 42,060,00

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

For the Years Ended December 31

2014 2013 2012
Product revenue:
Related part — 1,845,001 —
Third party 4,953,001 5,277,001 8,709,00i
4,953,00! 7,122,001 8,709,00!
Cost of product revenues 2,940,001 3,421,001 4,000,001
Gross profit 2,013,001 3,701,001 4,709,00
Development revenue
Development, related par — 638,00( 2,882,001
Developmen — 1,179,001 2,529,001
Government contracts and other 2,645,00! 3,257,001 381,00(
2,645,00! 5,074,001 5,792,00i
Operating expense
Research and developme 15,105,00 17,065,00 13,628,00
Sales and marketir 6,406,001 9,026,001 9,488,00!
General and administrati 15,953,00 16,031,00 15,672,00
Change in fair value of warrar (369,000 (418,000 (209,000
Change in fair value of option liability — (2,250,00i) 340,00(
Total operating expenses 37,095,00 39,454,00 38,919,00
Operating loss (32,437,00) (30,679,00) (28,418,00)
Other income (expense
Gain (loss) on asset dispo: 42,00( (257,000 —
Loss on debt extinguishme — (708,000 —
Interest incom 6,00( 4,00( 4,00(
Interest expens (4,371,00) (3,396,00i) (3,386,00)
Other income (expense), r (608,000 (438,000 (314,000
Gain on Puregraft divestitu — 4,453,001 —
Gain on previously held equity interest in joinhtgre — 4,892,001 —
Equity loss from investment in joint venture — (48,000 (165,000
Total other income (expense) (4,931,00) 4,502,001 (3,861,001
Net loss (37,368,00) (26,177,00) (32,279,00)
Beneficial conversion feature f
convertible preferred stock (1,169,00) — —
Net loss allocable to common stock holders (38,537,00) (26,177,00) (32,279,00)
Basic and diluted net loss per share allocabl@toncon stockholders (0.48) (0.39) $ (0.55)
Basic and diluted weighted average shares useglénlating net loss per share allocable
common stockholders 80,830,69 67,781,36 58,679,68

Comprehensive los
Net loss

Other comprehensive income — foreign currency tatios adjustments

Comprehensive loss

444.,00(

256,00(

$ (37,368,00) $ (26,177,00) $ (32,279,00)

$ (36,924,00) $ (25,921,00) $ (32,279,00)

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESCONSOLIDATED FINANCIAL STATEMENTS
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CYTORI THERAPEUTICS, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' (DEFICIT) EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2014, 2013 AND 2@

Accumulated
Other

Additional Comprehensive
Convertible Preferred Stock  Common Stock Paid-in Accumulated Income
Shares Amount Shares Amount Capital Deficit (Loss)

Total

Balance at December 31

2011 — 3 — 56,594,68 $ 57,000 $252,338,00 $(242,449,00) $ —
Stockbased compensati

expense — — — — 3,904,001 — —
Issuance of common sto

under stock option pla

and employee stock

purchase plan — — 450,51: — 1,157,00! — —
Issuance of common sto

under stock warrant

agreement — — 98,85t — 256,00( — —
Sale of common stock, r — — 8,770,001 9,00C 23,462,00 — —
Net loss for the year end

December 31, 2012 — — — — —  (32,279,00) —

$ 9,946,00!

3,904,001

1,157,001

256,00(

23,471,00

(32,279,00)

Balance at December 31

2012 — — 65,914,05 $ 66,000 $281,117,00 $(274,728,00) $ —
Stockbased compensati

expense — — — — 3,608,001 — —
Issuance of common sto

under stock option pla

and employee stock

purchase plan — — 338,32! — 225,00( — —
Sale of common stock, r — — 5,053,001 5,00 17,811,00 — —
Allocation of fair value

for debt-related

warrants — — — — 949,00( — —
Accumulated other

comprehensive incomi

(loss) — — — — — — 256,00(
Net loss for the year end

December 31, 2013 — — — — — (26,177,00) —

$ 6,455,00

3,608,001

225,00(
17,816,00

949,00(

256,00(

(26,177,00)

Balance at December 31

2013 — — 71,305,37 $ 71,00( $303,710,00 $(300,905,00) $ 256,00(
Stockbased compensati

expense — — — — 3,101,001 — —
Issuance of common sto

under stock option pla

and employee stock

purchase plan — — 204,28t — 92,00( — —
Sale of common stock, r — — 8,048,58 8,00( 18,582,00 _ _
Issuance of Series A 3.6

Convertible Preferred

Stock, net 13,50( — — —  2,235,00! — —
Conversion of Series A

3.6% Convertible

Preferred Stock into

common stock (8,189 — 15,747,39 $ 16,00( — — =
Issuance of common sto

under stock warrant

agreement — —  4,042,73:'$ 4,00( 4,052,001 — —
Accumulated other

comprehensive income

(loss) — — — — — — 3 444,00(
Net loss for the year end

December 31, 2014 — — — — — (37,368,00) —

$ 3,132,00

3,101,001

92,00(
18,590,000

2,235,001

16,00(

4,056,001

444,00

(37,368,00)




Balance at December 31
2014 5,311 — 99,348,37 $ 99,00 $331,772,00 $(338,273,00) $ 700,000 $ (5,702,001

ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE OQGSOLIDATED 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
Joint venture acquisition obligation accret
Provision for doubtful accoun
Provision for expired enzym:
Change in fair value of warrar
Change in fair value of option liabilit
Stocl-based compensatic
Equity loss from investment in joint ventt
Loss on asset dispos
Gain on previously held equity interest in Joinni(ee
Gain on sale of asse
Loss on debt extinguishme
Increases (decreases) in cash caused by changgsrating assets and liabilitie
Accounts receivabl
Inventories
Other current asse
Other asset
Accounts payable and accrued expei
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 equipir
Expenditures for intellectual propel
Proceeds from sale of ass

License agreement termination

Cash acquired in purchase of joint venture

Net cash (used in) provided by investing activities

Cash flows from financing activities:

Principal payments on lo-term debt obligation

Proceeds from lor-term obligations

Debt issuance costs and loan f

Joint venture purchase payme

Proceeds from exercise of employee stock optiodsaarrants and stock purchase
Proceeds from issuance of common st

Proceeds from issuance of preferred s

Costs from sale of common sta

Costs from sale of preferred stock

Net cash provided by financing activities

Effect of exchange rate changes on cash and casvatnts
Net decrease in cash and cash equiva

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

49

For the Years Ended December 31

2014

2013

2012

$ (37,368,00) $ (26,177,00) $ (32,279,00)

779,00 1,630,001 933,00
1,220,001 893,00( 930,00
579,00 204,00 —
1,084,00! 1,141,001 144,00
313,00 — —
(369,000 (418,000 (209,001
— (2,250,001 340,00
3,101,001 3,608,001 3,904,001
— 48,00( 165,00(
(33,000 257,00 —

— (4,892,001 —

— (4,453,001 —

— 708,00 —
2,057,001 (1,209,00)  (1,810,00)
(815,00() (459,00() 143,00
510,00 (24,000) (324,001
11,00( (854,00() (74,000)
(1,147,00) (409,00) 1,183,00
— (638,000  (2,882,00)
(100,000  (1,223,00)  (2,609,00)
(152,000) (46,000) 252,00!
(30,330,00)  (34,563,00)  (32,193,00)
(764,000 (519,000  (1,204,00)
(255,00() — —
76,00 5,000,001 —
(400,00() (800,00) —
— 5,00( —
(1,343,00) 3,686,001 (1,204,00)
(1,962,00)  (22,304,00)  (2,692,00)
—  27,000,00 —

— (1,744,00)) —
(2,262,00) (221,00() —
4,151,001 225,00 1,413,001
19,001,00 18,000,00 24,953,00
13,500,00 — —
(425,000 (184,000  (1,482,00)
(1,129,00)) _ —
30,874,00 20,772,00 22,192,00
(85,000 (106,000 —
(884,000  (10,211,00)  (11,205,00)
15,506,00 25,717,00 36,922,00

14,622,00 $ 15,506,00 $ 25,717,00
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Supplemental disclosure of cash flows information
Cash paid during period fc
Interest
Final payment fee on lo-term debt

Supplemental schedule of non-cash investing and &incing activities:
Conversion of preferred stock into common st
Declared dividend related to preferred st
Fair value of warrants allocated to additional -in capital
Fair value of intangible assets acqui
Fair value of tangible assets acqui
Joint venture purchase obligati
Fair value of previously held equity interest afaisition date

For the Years Ended December 31,

2014 2013 2012

$ 2,588,00 2,252,000 $ 2,497,00i
— 1,078,001 —

$ 16,00( — 3 —
72,00( — —

— 949,00( —

— 9,394,001 —

— 260,00( —

— 4,709,001 —

— 4,928,001 —

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESCONSOLIDATED FINANCIAL STATEMENTS
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CYTORI THERAPEUTICS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2014

1. Organization and Operations
The Company

Cytori Therapeutics (NASDAQ: CYTX) develops celethpies uniquely formulated and optimized for sipediseases and medical
conditions with a primary focus on impaired handdtion in scleroderma, osteoarthritis of the krigk thickness thermal burns combined
with radiation exposure, and chronic heart failure.

Principles of Consolidation

The accompanying consolidated financial statemientade our accounts and those of our subsidiaddksignificant intercompany
transactions and balances have been eliminated.

We have five subsidiaries located in Japan, Urtiegidom, Switzerland, India and Spain that havenbestablished primarily to support
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 fiidig 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 giverothatew products will be successfully developedutatory approvals will be granted,
acceptance of these products will be achieved.dBvelopment of medical devices for specific thetdipeapplications is subject to a
number of risks, including research, regulatory araaketing risks. There can be no assurance thatemelopment stage products will
overcome these hurdles and become commerciallyevaatiz/or gain commercial acceptance.

Capital Availability

We incurred net losses of $37,368,000, $26,177a0@0$32,279,000 for the years ended December 34, 2013 and 2012, respectively.
We have an accumulated deficit of $338,273,000f &ecember 31, 2014. Additionally, we have usetdcash of $30,330,000,
$34,563,000 and $32,193,000 to fund our operatitigites for years ended December 31, 2014, 20182912, respectively At
December 31, 2014, the current portion of long-tdeht obligations is $7.4 million and the Joint Wee purchase obligation is $3.0
million. The combination of these facts and thiahee of cash and cash equivalents at Decemb&034, raises substantial doubt as tc
Company’s ability to continue as a going concern.

To date, these operating losses have been fundedry from outside sources of invested capital gnoss profits. We have had, and we
will likely continue to have, an ongoing need tsesadditional cash from outside sources to fundfwture operations. However, our
ability to raise capital was adversely affectedeoRDA put a hold on our Athena trials in mid-20&4hjich had an adverse impact to stock
price performance and our corresponding abilityetructure our debt. If we are unsuccessful inefiiorts to raise outside capital in the
near term, we will be required to significantly vee our research, development, and administrapreeations, including reduction of our
employee base, in order to offset the lack of abdd funding.

We are pursuing financing opportunities in bothphgate and public debt and equity markets as agthrough strategic corporate
partnerships. We have an established history singicapital through these platforms, and we areeatly involved in negotiations with
multiple parties. Our efforts in 2014 to raise ¢alpiook longer than we initially anticipated. Wigect to continue to utilize our cash and
cash equivalents to fund operations at least thrduge of 2015, subject to minimum cash and casidity requirements of the Loan and
Security Agreement with the Lenders, which requihed we maintain at least three months of casham to avoid an event of default
under the Loan and Security Agreement. We continiseek additional cash through product revenuegegic collaborations, and future
sales of equity or debt securities. Although thee be no assurance given, we hope to successtutiplete one or more additional
financing transactions and corporate partnersimjlsé near-term. Without this additional capitaifrent working capital and cash
generated from sales and containment of operatiats avill not provide adequate funding for reseasales and marketing efforts, clinical
and preclinical trials, and product developmenivis at their current levels. If sufficient cégliis not raised, we will at a minimum need
to significantly reduce or curtail our research degielopment and other operations, and this coedgtively affect our ability to achieve
corporate growth goals.
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Specifically, we have prepared an operating plan ¢hlls for us to reduce operations to focus atransrely on one US clinical program
and the supply of current products to existingewmistribution channels. In addition, as parthi$ plan, there would be minimal
expenditures for ongoing scientific research, pobdievelopment or clinical research. This impaetearch and development headcount,
external subcontractor expenditures, capital owlay general and administrative expenditures mktm¢he supervision of such activities.
In parallel, we would significantly reduce adminédive staff and salaries consistent with the aVeeduction in scope of operations. In
aggregate, such reductions could result in elinonatof roles for the majority of the Company’sreunt staff and the deferral or
elimination of all ongoing development projectsiusiich time that cash resources were availabl® foperations or outside sources to re-
establish development and growth plans. Managemeutrrently reviewing contractual obligations telhto the pre-clinical and clinical
commitments along with minimum purchase requireméminclude deferral of such commitments as pittie plan. While management
is actively pursuing it's near term financial arich&egic alternatives it is also, in parallel, édoaing to evaluate the timing of
implementation of the alternative operating plad #re initiation of the identified reductions.

2. Summary of Significant Accounting Policies
Use of Estimates

The preparation of Consolidated Financial Statementonformity with U.S. generally accepted acdmgnprinciples requires
management to make estimates and assumptionsiadféioe reported amounts of assets and liabiléed disclosure of contingent assets
and liabilities at the date of the financial stadens, and the reported amounts of revenue and sepahuring the reporting period. Our
most significant estimates and critical accounpioticies involve recognizing revenue, valuing tleguisition of the Olympus Joint
Venture, valuing warrants, determining the assuomgtused in measuring share-based compensationsexpad valuing allowances for
doubtful accounts, and inventories.

Actual results could differ from these estimatesinsigement’s estimates and assumptions are reviegathrly, and the effects of
revisions are reflected in the Consolidated Firarfstatements in the periods they are determinbe 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 lesatttvere included with and classified as cash ast equivalents totaled $8,144,000 and
$4,644,000 as of December 31, 2014 and 2013, regplgc We maintain our cash at insured finanaiatitutions. The combined account
balances at each institution periodically exceedid-iDsurance coverage, and as a result, thereameentration of credit risk related to
amounts in excess of FDIC limits.

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 $880,naming the landlord as a beneficiary. Thedetteredit was issued in July 2010 and
automatically renews every 6 months unless we rohkeges during the grace period which is the wéek the maturity date. The next
maturity date is June 29, 2015. It is requiredh®ylandlord that we maintain $350,000 as restrictezh for the duration of the lease, wt
expires October 31, 2017.
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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 accounteciimarket conditions and our customers’ financtaddition, the amount of receivables in
dispute, and the current receivables aging aneégotipayment patterns. Account balances are chaffjegainst the allowance after all
means of collection have been exhausted and tleafaltfor recovery is considered remote.

Inventories

Inventories include the cost of material, laboid amerhead, and are stated at the lower of costrdened on the first-in, first-out (FIFO)
method, or market. We periodically evaluate owhand stock and make appropriate provisions forstogk deemed excess or obsolete.
Manufacturing costs resulting from lower than “natfrproduction levels are expensed as incurred.

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 udies of the assets, or the life of the
lease, whichever is shorter, and range from tlodize years. When assets are sold or otherwiggded of, the cost and related
accumulated depreciation are removed from the adsa@nd the resulting gain or loss, if any, isudleld in operations. Maintenance and
repairs are charged to operations as incurred.

Impairment

We assess certain of our long-lived assets, suphogperty and equipment and intangible assets dtlaer goodwill, for potential
impairment when there is a change in circumstaticgsndicates carrying values of assets may noebeverable. Such long-lived assets
are deemed to be impaired when the undiscountddficags expected to be generated by the asseséet g@roup) are less than the asset'’s
carrying amount. Any required impairment loss wobédmeasured as the amount by which the assetisrgarvalue 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 preskeimt these financial statements.

Goodwill and Intangibles

Goodwill is reviewed for impairment annually or rmdrequently when events or changes in circumstaimckcate that fair value of the
reporting unit has been reduced to less than ityiog value. We perform our impairment test anfyuduring the fourth quarter. First the
Company assesses qualitative factors to determiiregher it is more likely than not that the fairwalof a reporting unit is less than its
carrying amount as a basis for determining whetfiemecessary to perform the two-step goodwilb@nment test. If, after assessing
gualitative factors, the Company determines itasmore likely than not that the fair value of aagting unit is less than its carrying
amount, then performing the two-step impairmertiteannecessary. If deemed necessary, a two-aststused to identify the potential
impairment and to measure the amount of goodwilaiment, if any. The first step is to comparefievalue of the reporting unit with
its carrying amount, including goodwill. If the faialue of the reporting unit exceeds its carry@mgount, goodwill is considered not
impaired; otherwise, there is an indication thaidwill may be impaired and the amount of the lifsany, is measured by performing step
two. Under step two, the impairment loss, if asymieasured by comparing the implied fair valuéhefreporting unit goodwill with the
carrying amount of goodwill. We completed thisesssnent as of November 30, 2014, and concludecdthiatpairment existed.

Separable intangible assets that have finite usigkd continue to be amortized over their respectiseful lives.

As part of the May 2013 acquisition of the JoinhW{ee (see Note 4), we acquired intangible assbkishaconsisted primarily of
contractual license rights that had previously é&tathe Joint Venture to conduct development andufeturing activities pertaining to
certain aspects of Cytori's Celution ® technolo@ihe useful life of the identifiable intangible atsswas estimated based on the assume«
future economic benefit expected to be receivenhfitee assets. The technology was valued at $9,804/0d is being amortized over a
useful life of seven years, based on the quartergnue forecasted for those years. We have aredri§iz66,000 and $49,000 as of
December 31, 2014 and 2013, respectively. The atuiraggregate amortization expense will be $8@6®02015, $1,267,000 for 2016,
$1,774,000 for 2017, $2,306,000 for 2018 and $2@BBthereafter.
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The changes in the carrying amounts of other inétefand finitelife intangible assets and goodwill for the yearded December 31, 20

and 2013 are as follows:

Other intangibles, ne

December 31, 201

Beginning balanc $ 9,345,00!
Increase 255,00(
Amortization (185,000

Ending balance 9,415,00!

Goodwill, net:

Beginning balanc 3,922,001
Increase (decrease) —

Ending balance 3,922,00!

Total goodwill and other intangibles, net $ 13,337,00

Other intangibles, ne

December 31, 201

Beginning balanc $ —
Acquisition of JV Intangible 9,394,001
Amortization (49,000
Ending balance 9,345,00!
Goodwill, net:

Beginning balanc 3,922,001
Increase (decrease) —
Ending balance 3,922,001
Total goodwill and other intangibles, net $ 13,267,00

Warrant Liability

Warrants with exercise price reset features (doovmd protection) are accounted for as liabilitiggh changes in the fair value included
in net loss for the respective periods. In conipaawith theSecurities Purchase Agreement, in October 2014Ctmepany issued comm
stock purchase warrants to certain institutiona¢gtors. Each warrant has an exercise price 6f7%Q. per share, is exercisable six month
after the date of issuance and expires five yaars the date on which it is initially exercisabl€he initial fair value of the liability
associated with these warrants was $10.0 milliad,the fair value decreased to $9.8 million as e€@&nber 31, 2014. All future changes
in the fair value of the warrants will be recogmize our consolidated statements of operationd tirdly are either exercised or expire in
2020. The warrants are not traded in an activargtexs market, and as such the estimated thevédire at December 31 was determinet

using an option pricing model (Monte Carlo) witle ollowing assumptions:

As of
December 31, 201
Expected tern 5.3 year:
Common stock market pric $ 0.4¢
Risk-free interest rat 1.65%
Expected volatility 90.0(%
Resulting fair value (per warrar $ 0.3¢

Expected volatility is based on both historical amglied volatility. Historical volatility was comyged using daily pricing observations for
recent periods that correspond to the expected aéthre warrants while implied volatility was contpd using publicly traded options of
Cytori as well as Cytori's peer companies. We lveithis method produces an estimate that is reptatbee of our expectations of future
volatility over the expected term of these warraiie currently have no reason to believe futuratilily over the expected remaining life
of these warrants is likely to differ materiallypfn historical volatility. The expected life is bdsen the remaining contractual term of the
warrants. The risree interest rate is the U.S. Treasury bond raitef ghe valuation date. The fair value of theserants also incorporat
our assumptions about future equity issuancestaidimpact 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 (decrgasehis input in isolation would result
in a significantly higher (lower) fair value measorent.

Revenue Recognition
Product Sales

We recognize revenue from product sales when th@yimg fundamental criteria are met: (i) persuaséwidence of an arrangement ex
(ii) delivery has occurred, (iii) the price to thestomer is fixed or determinable and (iv) collectof the resulting accounts receivable is
reasonably assured. For customers that have melogeed a sufficient payment history with us orvidrom a letter of credit is not in place
at the time of the transaction, we defer revenumi$ epllectability is reasonably assured.

For all sales, we use a binding purchase ordersiggreed agreement as evidence of an arrangentahie dther revenue recognition crite
are met, revenue for these product sales is rezednipon delivery to the customer, as all risksraméards of ownership have been
substantively transferred to the customer at tbhattp For sales to customers who arrange for aadage the shipping process, we
recognize revenue upon shipment from our facilit®spping and handling costs that are billed tocustomers are classified as revenue.
The customes obligation to pay and the payment terms aretdbeaime of delivery and are not dependent orstiiisequent use or res
of our products. For sales where all revenue reitiogrcriteria are not met, revenue is deferred eeldted inventory remains on our boc

For sales that include multiple deliverables, sasisales 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, incluading 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 sergicegenerally provided for a period of up to orarysubsequent to the date of sale.
FASB authoritative guidance requires an evaluatibiimese deliverables to determine the approptiaigs of accounting” for purposes of
revenue recognition. Each cell bank is customingatovide the best solution for the customer. @&nwejing on customers’ needs, all or
combination of the following units of accountingliveipply 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 welnigcsmtd ongoing maintenance are deferred and réoedjmto income as the services are
provided, generally over one year following thetatiation of the equipment.

Concentration of Significant Customers & GeographBales
For the year ended December 31, 2014, our salesceecentrated with respect to three distributadsane direct customer, which

comprised 52% of our product revenue recognizeued distributors accounted for 92% of total outdiag accounts receivable
(excluding BARDA) as of December 31, 2014.

55




Table of Content

For the year ended December 31, 2013, our salesaoscentrated with respect to one distributor ctvltiomprised 26% of our product
revenue recognized. Two distributors and one tizestomer accounted for 55% of total outstanditmpants receivable as of December
31, 2013.

For the year ended December 31, 2012, our salesaescentrated 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.

Product revenues, classified by geographic locatiomas follows:

Years ended

2014 2013 2012

Product % of Total Product % of Total Product % of Total

Revenue: Revenue: Revenue:
North America $ 894,00( 18% $ 1,079,00 15% $ 1,143,00 13%
Japar 3,068,001 62% 2,109,00! 30% 4,352,001 50%
Europe 506,00( 10% 1,240,00! 17% 2,004,001 23%
Other countries 485,00( 1C% 2,694,001 38% 1,210,00! 14%
Total product revenues $ 4,953,001 10(% $ 7,122,00 10(% $ 8,709,00 100%

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. iirapat of Health and Human Service’s Biomedical anlsed Research and
Development Authority (BARDA). Revenue earned undievelopment agreements with commercial enterpiselassified as
development revenues. Revenues derived from regement of direct out-of-pocket expenses for reseansts associated with
government contracts are recorded as governmetracband other within development revenues. Gawent contract revenue is
recorded at the gross amount of the reimburseniems. costs associated with these reimbursementefeeted as a component of
research and development expense in our consalideaéements of operations.

In the third quarter of 2012, we were awarded &reghto develop a new countermeasure for thermaldvalued at up to $106 million
with BARDA. The initial base period included $4.7llran tranche over two years and covered preciihiesearch and continued
development of Cytori’s Celution® system to impraedl processing. The additional contract optidhfully executed, cover clinical
development through FDA approval under a devicethd@MA regulatory pathway. In August 2014, BARD/emised Option 1 of the
contract for Cytori to perform research, regulatatinical and other tasks required for initiatioha pilot clinical trial of the Celution
System in thermal burn injury for a total cost-plixed fee of up to $12.1 million. In December 20%e executed an amendment to the
August 2014 contract option to fund continued inigegion and development of Cytori Cell Therapy (OIG10) for use in thermal burn
injuries, which increased the option extensiond.% million. Upon IDE approval by the FDA, we anipiate BARDA will increase
funding to cover costs associated with executiothefclinical trial, currently estimated at appragitely $8.3 million, and bringing the
combined value of the first option to up to $22.#lion. This is a cost reimbursement contract, agldted government contract revenue
was recorded at the gross amount of reimbursentaming in the fourth quarter of 2012.

We received funds from Olympus and Olympus-Cytoic, during 2005 and 2006. We recorded upfroes fiotaling $28,311,000 as
deferred revenues, related party. In exchangthéme proceeds, we agreed to (a) provide OlympusriCinc. an exclusive and perpetual
license to our Celution® System device technology eertain related intellectual property, and (fmvle future development
contributions related to commercializing the Celn® System platform. The license and development seswivere not separable and i
result the recognition of this deferred amountea®nue required achievement of service relatedstoites, under a proportional
performance methodology. Revenue was recognizétkaabove mentioned R&D milestones were complédédhe amounts received
and deferred, we recognized the last remainingldpweent revenue of $638,000 during the three moatitked March 31, 2013 as a result
of the United States Court of Appeals upholdingEB#\'s previous determination that our cell prodegsievices were not substantially
equivalent to the cited predicate devices. Thegsition of revenue associated with this evenerf the completion of our efforts
expended to use commercially reasonable effortbtain device regulatory approvals in the Uniteat&t as it pertains to the 510(k)
pathway. During the year ended December 31, 20&2ecognized $2,882,000 of revenue associatedowitlarrangement with Olympus
as a result of two milestones for the APOLLO andERRSE clinical trials. As of December 31, 2014 &84 3, there are no deferred
amounts under this contract.
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Refer to Note 8 for discussion about our arrangeémith Senko.
Research and Development

Research and development expenditures, which amgeth to operations in the period incurred, inclodgts associated with the design,
development, testing and enhancement of our predregulatory fees, the purchase of laboratory Isegymnd pre-clinical and clinical
studies as well as salaries and benefits for megaieh and development employees.

Also included in research and development experatitare costs incurred to support the governménbrgsement contract.

$2,461,000, $3,053,000, and $331,000 qualified esg@e were incurred for the years ended Decembe03#, 2013 and 2012, related to
our government contract with BARDA.

Deferred Financing Costs and Other Debt-Related Cds

Deferred financing costs are capitalized and amexditio interest expense over the term of the assatdebt instrument using the effec
interest method. If the maturity of the debt iselerated because of default or early debt repaytiean the amortization would be
accelerated.

Income Taxes

Income taxes are accounted for under the assdiadnility method. Deferred tax assets and lial@itare recognized for the future tax
consequences attributable to differences betweefirthncial statement carrying amounts of exiséingets 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 th&ry in which those temporary differences are grpeo be recovered or settled. Due to
our history of losses, a full valuation allowan@stbeen recognized against our deferred tax assets.

Stock Based Compensation

We recoghnize the fair value of all share-based mantrawards in our statements of operations overetpeisite vesting period of each
award. We estimate the fair value of these optimisg the Black-Scholes option pricing model usisgumptions for expected volatility,
expected term, and risk-free interest rate. Exqubeblatility is based primarily on historical vblay and is computed using daily pricing
observations for recent periods that corresporidle@xpected term of the options. The expectedditmsed on the expected term of the
options. The risk-free interest rate is the interate for treasury instruments with maturitiest ygproximate the expected term.

Segment Information

For the years ended December 31, 2014, 2013 ar®] aDDf our financial results relate to cell thpy, therefore we report our results as ¢
single segment.

Loss Per Share

Basic per share data is computed by dividing nadrime or loss allocable to common stockholders byatbighted average number of
common shares outstanding during the period. &dlyter share data is computed by dividing net ircoross allocable 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 unexercisedoogt warrants, employee stock purchase planstestdcted stock awards for all periods
presented.
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4,

We have excluded all potentially dilutive secustigncluding unvested performance-based restritigek, from the calculation of diluted
loss per share allocable to common stockholderthfoyears ended December 31, 2014, 2013 and 261Beir inclusion would be
antidilutive. Potentially dilutive common shareskided from the calculations of diluted loss peaurg were 43.7 million, 17.2 million a
17.4 million for the years ended December 31, 2@043 and 2012, respectively.

Recent Accounting Pronouncements
The following new accounting standards have besureid, but not adopted by the Company as of Dece@ih&014:

In May 2014, the Financial Accounting Standardsr8q&ASB) and International Accounting StandardsiBlalASB) jointly issued
Accounting Standards Update (ASU) 2014-09, Revédrom Contracts with Customers. ASU 2014-09 requénegntity to recognize
revenue to depict the transfer of promised goodseorices to customers in an amount that refléetonsideration to which the entity
expects to be entitled in exchange for those gaodsservices. The effective date of ASU 2@B4is for annual reporting periods beginr
after December 15, 2016. The Company is currenvduating the impact of adopting ASU 2014-09.

In August 2014, the Financial Accounting Standd@dard (FASB) issued Accounting Standards Updatd A%)14-15, Presentation of
Financial Statements—Going Concern (Subtopic 20548U 2014-15 requires management to assess ayl€ability to continue as a
going concern by incorporating and expanding ugta principles that are currently in U.S. audjtstandards. Specifically, the
amendments (1) provide a definition of the termssaitial doubt, (2) require an evaluation everyrépg period including interim
periods, (3) provide principles for considering thi¢igating effect of management’s plans, (4) reguiertain disclosures when substantial
doubt is alleviated as a result of consideratiomanagement’s plans, (5) require an express séttand other disclosures when
substantial doubt is not alleviated, and (6) rezjaim assessment for a period of one year aftatatecthat the financial statements are
issued (or available to be issued). The effediate of ASU 2014-15 is for annual reporting peribdginning after December 15, 2016.
The Company is currently evaluating the impactdaff#ing ASU 2014-15.

Agreement with Lorem Vascular

On October 29, 2013, we entered into an agreemiémtborem Vascular to commercialize Cytori Cell Thpy (OICH-D3) for the
cardiovascular, renal and diabetes markets, in&liilong Kong, Malaysia, Singapore and Australi@¢hse/Supply Agreement), and a
Common Stock Purchase Agreement. On January 3@,@8%ntered into the Amended and Restated LicBupply Agreement with
Lorem Vascular (the “Restated Agreement”) whichatsl the License/Supply Agreement in its entieetgl expanded the licensed field to
all uses excepting alopecia (hair loss). UndeRbstated Agreement, Lorem Vascular committed toypaio $500 million in license fees
in the form of revenue milestones. In addition,drarVascular is required to pay us 30% of their gmefits in China, Hong Kong and
Malaysia for the term of the agreement. In addjtlasrem Vascular has agreed to purchase the Cg#rition® System and consumables
under the Restated Agreement. Pursuant to theedeGommon Stock Purchase Agreement, Cytori sotérmdv/ascular 8.0 million shares
of Cytori common stock at $3.00 per share for altot $24.0 million. The equity purchased was ctbsetwo equal installments, in
November 2013 and January 2014.

Lorem Vascular initially purchased approximately8tnillion in Celution®devices and consumables in December 2013. In eddiithit
purchase, upon achieving regulatory clearance frmChinese Food and Drug Administration (“CFDALerem Vascular has also agr
to purchase an opening order of 23 Celution Systemsl,100 Celution Consumable Sets (which Loresc\Miar anticipates to be fulfille
within 2015), plus an additional 150 devices arigD@,consumables during the three-year period fallguCFDA approval.
Transactions with Olympus Corporation

Acquisition of Olympus’ Interest in the Joint Vartu

In 2005, we entered into a joint venture and otbkted agreements (the “Joint Venture Agreementigt) Olympus. The Joint Venture

was owned equally by Olympus and us. We had pusiycaccounted for our interests in the Joint Vemtising the equity method of
accounting, since we could not exert significafiuince over the Joint Venture’s operations.
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On May 8, 2013, Cytori and Olympus agreed to teatg@rthe Joint Venture pursuant to a TerminatioreAgrent, and Cytori acquired the
remaining 50% equity interest in the Joint Ventinoen Olympus. The termination of the relationsai purchase of Olympus’ equity
shares of the Joint Venture allowed Cytori to radall control of the manufacturing rights for t@elution ® system. The purpose of the
acquisition is to gain more flexibility on the mdacturing process and associated costs, enablerhigargins, and speed the transition to
the critical next-generation systems. In connectiith the Termination Agreement, the assets acduliabilities assumed, and the
Company’s previously held equity interest were rded at fair value. For valuation purposes, Cydetiermined the acquisition date (the
date on which Cytori effectively gained full contad the equity interest previously held by Olymptesbe May 27, 2013. The
remeasurement of the previously held equity inteatthe acquisition date resulted in a net gaifi4p892,000 that was recorded in the
accompanying Consolidated Statements of Operations.

As consideration for the Termination Agreement,d@iytan choose from alternative payment optiondeded in the Termination
Agreement. The payment options call for a minimofr$4,500,000 up to a maximum of $16,000,000 tpdid by Cytori to Olympus in
installments over periods ranging from one yeaixoyears depending on the option selected by tmagany. Installment payments will
be calculated quarterly based on 5% of Cytori’sgreales receipts for all products sold. If Cyteceives an aggregate $35,000,000 in
cash through strategic or financing arrangementsglthe first year of the Termination Agreemenytd®i would be required to pay
$4,500,000 (minus installment payments previousyle) upon request of Olympus as full and completssideration under the
Agreement.

The fair value of the Joint Venture, including ttentified intangible assets acquired, considenatiansferred, and Cytori’s previously
held equity interest, was estimated from a marketigipant perspective, using valuation technigo&sed on the income approach for
measuring fair value. Specifically, an excessiegsimethodology was employed using primarily Le3/&hir value inputs. The intangit
assets acquired consisted primarily of contradtoa@hse rights that had previously enabled thetJéémture to conduct development and
manufacturing activities pertaining to certain agp@f Cytori’'s Celution ® technology. The uselté of the identifiable intangible assets
was estimated based on the assumed future ecobhemédit expected to be received from the assefsut$ used in the valuation included
various market participant assumptions in ordgartgect potential future cash flows, discounted atite commensurate with the risk
involved.

Useful Life Estimated
(in years) Fair Value

Intangible asset:
Developed technolog 7 $ 9,394,00

The following table summarizes the fair value of #ssets acquired and liabilities assumed at teeod@cquisition (in thousands):

Estimated

Fair Value
Current assetl $ 23¢€
Property and equipme 26C
Intangible assets 9,39/
Total assets acquire 9,89(
Accrued and other current liabilitis (33
Total fair value of the Joint Venture $ 9,851

Acquisition+elated transaction costs are not included as caengs of consideration transferred but have beeoumted for as expenses
the period in which the costs are incurred.

Revenues and earnings from the Joint Venture vimitet to royalties from sales of certain Cytorogucts, therefore, subsequent to the
date of acquisition there was no revenue or easrfirgn the Joint Venture included in our consokdbtesults. Had the acquisition
occurred on January 1, 2013, consolidated revermutdmot have been affected, but our consolidagtdass would have been reduced by
$48,000, the amount of our year-to-date equity foss investment in Joint Venture.
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The Company calculated the fair value of the pusel@nsideration on the acquisition date to be2B0®0. This was determined using a
weighted probability assessment of the paymenboptavailable to Cytori. Present value risk-a@jdstiscount rates applied to the
purchase consideration ranged from 9.75% to 12.75Pe fair value calculation of the purchase comsitlon resulted in a discount of
$1,072,000, which was being amortized to interepease over a weighted average expected term gh&. On a quarterly basis, the
Company reassesses the probabilities of the vapaysient options and expected term. Changes iexjpected term and the remaining
discount amount as a result of the reassessmdriaviecognized prospectively as an adjustmeniterést expense. Upon final settlement
of the purchase obligation, any difference betwtheramount paid and the carrying amount of thel@msge obligation will be recorded as a
gain or loss on extinguishment of the liability.

As of May 8, 2014, the Company’s obligation to Opus had not been settled, and accordingly, thgatidin increased by $1.5 million
under an alternative payment option. This optidisdar $6.0 million in total payments to be madeMay 8, 2015. Since we have made
payments totaling $2.7 million through DecemberZ114 our remaining payment obligation under tiggam is now approximately $3.3
million.

As a result of our quarterly reassessment, we heaarded additional interest expense of $579,00¢hfmyear ended December 31, 2014,
and have a remaining unrecognized future discomauat of approximately $289,000 as of Decembe2814.

Put/Calls and Guarantees

Prior to the termination of the Joint Venture the&holders’ Agreement between Cytori and Olympuosiged that in certain specified
circumstances of our insolvency or if we experiehaehange in control, Olympus would have the ggbt(i) repurchase our interests in
the Joint Venture at the fair value of such inteyes (ii) sell its own interests in the Joint Vierg to Cytori (the “Put”) at the higher of (a)
$22,000,000 or (b) the Put’s fair value.

For the year ended December 31, 2013, the Putpesvaously existing contractual relationship betwelympus and Cytori, was
cancelled as a result of the Joint Venture ternonah May 2013 and therefore its related fair eatlecreased to zero as a result of the
termination. At December 31, 2012, the fair vadfithe Put was $2,250,000. Fluctuations in thevalue were recorded in the
Consolidated Statements of Operations as chanigér malue of option liabilities.

5. Sale and Exclusive License/Supply Agreement WwiBimini Technologies LLC

On July 30, 2013, we entered into a Sale and Exa&uscense/Supply Agreement with Bimini TechnolegiLLC (“Bimini”), pursuant

to which we sold to Bimini substantially all of thesets (other than certain retained rights aetdies) of our Puregraft® product line, a
series of standalone fat transplantation prodinetswere developed to improve the predictabilitpofcomes for autologous fat grafting
and aesthetic body contouring. The aggregate \dltiee consideration paid by Bimini at the execatid the agreement was $5.0
million.

In connection with the sale, Bimini granted to @@mpany an exclusive, perpetual, royalty beariognse to market and sell the Puregraf
products for use in combination with adipose deatikegenerative cells, and non-exclusive rightaul® in connection with the Company’s
licensed cell and tissue banks (in addition toater€ompany retained ownership rights in the tetdgyg. The Company supplied
Puregraft products to Bimini on an interim basisiithe Company transferred the manufacturing ef Buregraft products to Bimini in
December 2014. After the transfer, Bimini will siypthe Puregraft products to the Company.

Pursuant to the agreement, the Company has alstedrto Bimini the global, exclusive, perpetuakwocable royalty bearing license to
purchase from Cytori, use and sell the Celution®t&y products for alopecia (hair loss). Cytori wilpply Celution devices and
consumable sets to Bimini, and Bimini will be respible for all costs associated with commercialediggment in the alopecia market.

The agreement included certain obligations to béopmed by the Company on behalf of Bimini, whicleluded transferring the
manufacturing of Puregraft products to an agreeshubird party (transfer was completed by Decen®3ier2014). The Company
recorded a gain on the Puregraft divestiture o6 $4dillion in the accompanying Consolidated Statetsi@f Operations in 2013. Bimini
is obligated to make certain additional milestoagments to the Company (in an aggregate amoury & $210.0 million), contingent
upon the achievement of certain milestones reldatrigimini’s gross profits from sales of the Purgproducts.
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6. Fair Value Measurements
Fair value measurements are market-based measusmenentity-specific measurements. Therefaie Malue measurements are
determined based on the assumptions that marktipants would use in pricing the asset or liapiliWe follow a three-level hierarchy
to prioritize the inputs used in the valuation t&ques to derive fair values. The basis for failue measurements for each level withir
hierarchy is described below:

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

« Level 2: Quoted prices for similar assets or liéib# in active markets; quoted prices for idertmasimilar instruments in markets tl
are not active; and mocderived valuations in which all significant inpase observable in active marke

« Level 3: Valuations derived from valuation techrégun which one or more significant inputs are s@obable in active markets.

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

Balance as o Basis of Fair Value Measurement:
December 31, 201 Level 1 Level 2 Level 3
Assets:
Cash equivalent $ 8,144,000 $ 8,144,000 $ — 3 —
Liabilities:
Warrant liability $ 9,793,000 $ — $ — $ 9,793,00
Balance as o Basis of Fair Value Measurement:
December 31, 201 Level 1 Level 2 Level 3
Assets:
Cash equivalent $ 4,644,000 $ 4,644,000 $ — $ —

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

Warrants with exercise price reset features (doovmd protection) are accounted for as liabilitigsh changes in the fair value included
in net loss for the respective periods. Becausgesaf the inputs to our valuation model are eitimrobservable or are not derived
principally from or corroborated by observable neritata by correlation or other means, the walraliity is classified as Level 3 in the
fair value hierarchy.

The following table summarizes the change in owel& warrant liability value:

Warrant liability December 31, 201 December 31, 201
Beginning balanc $ — $ 418,00(
Additions to warrant liability 10,162,00 —
Change in fair value (369,00() (418,00()
Ending balance $ 9,793,000 $ —

We valued our Put liability using an option pricithgeory based simulation analysis (i.e., a MontddC&imulation). The Put was cancelled
as a result of the Joint Venture Termination Agreetiexecuted in 2013. The following table sumnerithe change in our Level 3 Put
option liability value:

Year ended
Put option liability December 31, 201
Beginning balanc $ (2,250,001
Decrease (increase) in fair value recognized eratng expenses 2,250,001

Ending balance $ —
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7. 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 estiohéér value of financial instruments at Decembgr 3014 and 2013 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 equivalantgunts 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 thevialue of our fixed rate debt, when availablequbted market prices are not available,
we calculate the fair value of our fixed rate de#sed 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, 2014 and 2013, the aggregate diievand the carrying value of the Company’s fireé long-term debt were as

follows:
December 31, 2014 December 31, 2013
Fair Value Carrying Value Fair Value Carrying Value
Fixed rate lon-term debr $ 25,206,000 $ 25,373,00 $ 26,207,00 $ 26,241,00

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 $1,459,80d $2,379,000 as of December 31, 2014 and 2843ectively.
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.

As part of the May 2013 acquisition of the JoinhWee, we acquired intangible assets which corssistenarily of contractual license
rights that had previously enabled the Joint Vemtarconduct development and manufacturing actsipiertaining to certain aspects of
Cytori’s Celution ® technology. The useful life thfe identifiable intangible assets was estimateskd on the assumed future economic
benefit expected to be received from the assetstddhnology was valued at $9,394,000 and is kemimgrtized over a useful life of seven
years, based on the quarterly revenue forecastatidee years.

8. Thin Film Japan Distribution Agreement

In 2004, the Company entered into a Distributiomefggnent with Senko. Under this agreement, we gdatat Senko an exclusive license
to sell and distribute certain Thin Film produatslapan and are responsible for the completioheoiritial regulatory application to the
Ministry of Health, Labor and Welfare (MHLW) andromercialization of the Thin Film product line inpda.

In February 2013, we entered into a mutual ternonadnd release agreement with Senko, whereby igteiliition Agreement and all
Senko rights, licenses and privileges granted utiaeDistribution Agreement terminated and revettethe Company. As a result of this
Termination Agreement, we were obligated to payk8e$1,200,000 in six quarterly installment paymesft$200,000 each through May
2014. At the time of the Termination Agreement,hveel a balance of $2,379,000 in deferred revennesinbalance sheet relating to the
payments received from Senko in the past pursweathiet Distribution Agreement. At the time of therfhination Agreement we accrued
$1,200,000 of the termination fee, and recognikhedémaining $1,179,000 in development revenueshwigiflects the Company'’s efforts
towards commercialization under the agreement.fA3egember 31, 2014, we have no remaining termongte obligation.
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9. Composition of Certain Financial Statement Caption:

Inventories, net

As of December 31, 2014 and 2013, inventories,wete comprised of the following:

Raw material:
Work in proces:
Finished goods

Other Current Assets

December 31

2014 2013

$ 1,715,000 $ 1,315,00
1,301,001 232,00(
1,813,001 2,147,00

$ 4,829,000 $ 3,694,001

As of December 31, 2014 and 2013, other currertssgere comprised of the following:

Prepaid insuranc
Prepaid othe
Other receivables

Property and Equipment, net

December 31

2014 2013
$ 200,000 % 264,00(
675,00( 850,00(
117,00( 111,00(

$ 992,00 $ 1,225,00

As of December 31, 2014 and 2013, property andoeaemt, net, were comprised of the following:

Manufacturing and development equipm
Office and computer equipme
Leasehold improvements

Less accumulated depreciation and amortization

December 31,

2014 2013

$ 5,674,000 $ 5,059,00
2,006,001 2,274,001
3,271,00! 3,271,00

10,951,00  10,604,00
(9,368,00) (9,550,001
$ 1,583,000 $ 1,054,00

Depreciation expense totaled $594,000, $1,581,660#41,000 for the years ended December 31, ZWAB, and 2012, respectively.

Other Assets

As of December 31, 2014 and 2013, other assetsaeanprised of the following:

Deposits
Prepaid supplies, long-term

December 31,
2014 2013

$ 540,000 $ 479,00(
1,223,001 2,333,00i
$ 1,763,000 $ 2,812,00
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Accounts Payable and Accrued Expenses
As of December 31, 2014 and 2013, accounts payaideccrued expenses were comprised of the folfpwin

December 31,

2014 2013
Accrued legal fee $ 544,000 $ 564,00(
Accrued R&D studie: 273,00( 376,00(
Accounts payabl 949,00( 965,00(
Accrued vacatiol 577,00( 918,00(
Accrued bonu: 758,00( 759,00(
Accrued expense 2,006,001 2,167,001
Deferred ren 191,00( 138,00(
Accrued accounting fee 130,00( 140,00(
Accrued payroll 118,00( 50,00(

$ 5,546,000 $ 6,077,00

10. Commitments and Contingencies

11.

We have contractual obligations to make paymentgases of office and manufacturing space as fallow

Operating

Years Ending December 31 Leases

2015 $ 2,183,00
2016 2,241,001
2017 1,790,001
2018 55,00(
2019 27,00(
Total $ 6,296,00

Rent expense, which includes common area maintenéorcthe years ended December 31, 2014, 2012@h2l was $3,332,000,
$3,458,000 and $2,980,000, respectively.

We have entered into agreements with various reseaganizations for clinical development studigkich have provisions for
cancellation. Under the terms of these agreemt#h@ssendors provide a variety of services includingducting research, enrolling
patients, recruiting patients, monitoring studied data analysis. Payments under these agreempiually include fees for services and
reimbursement of expenses. The timing of paymeamtsuhder these agreements was estimated basedrent@chedules of clinical
studies in progress. As of December 31, 2014, ave lelinical research study obligations of $1,206,8ll of which are expected to be
complete within a year. Should the timing of thiaical trials change, the timing of the paymentiudése obligations would also change.

We are subject to various claims and contingeneilsded to legal proceedings. Due to their natsweh legal proceedings involve
inherent uncertainties including, but not limited ¢ourt rulings, negotiations between affectedigsiand governmental actions.
Management assesses the probability of loss fdr sotingencies and accrues a liability and/orldises the relevant circumstances, as
appropriate. Management believes that any lightititus that may arise as a result of currentlydpenlegal proceedings will not have a
material adverse effect on our financial conditiliaidity, or results of operations as a whole.

Refer to Note 11 for a discussion of our commitraetd contingencies related to our long-term obitiga.
Long-term Obligations

On June 28, 2013 we entered into a Loan and Sgdgitement (Loan Agreement) with Oxford FinanceCLand Silicon Valley Bank
(together, the Lenders), pursuant to which the eeséunded an aggregate principal amount of $27l®m(Term Loan), subject to the
terms and conditions set forth in the loan agreem&he Term Loan accrues interest at a fixed o8& 75% per annum. Pursuant to the
Loan Agreement, we are required to make interdgtmayments through July 1, 2014 and thereafteareerequired to make payments of
principal and accrued interest in equal monthlyalsents sufficient to amortize the Term Loan tigb July 1, 2017, the maturity date.
At maturity of the Term Loan, or the earlier repaymhin full following a voluntary prepayment or upacceleration, the Company is
required to make a final payment fee in an aggeegatount equal to $1,795,000. In connection vhighTerm Loan, on June 28, 2013, we
issued to the Lenders warrants to purchase up &garegate of 596,553 shares of our common stoak ekercise price of $2.26 per
share. These warrants are immediately exercisatalevill expire on June 28, 2020.
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In connection with the funding of the Loan Agreemeve prepaid all outstanding amounts under ther poan agreement, at which time
the Company’s obligations under the prior loan egrent immediately terminated. The Company paitiegrior agent and the prior
lenders approximately $18,866,000, consisting efttien outstanding principal balance due of apprately $17,325,000, accrued but
unpaid interest of approximately $119,000, a fip@ment fee (net of fees waived or refunded by #r&ders under the new loan
agreement) of approximately $1,078,000, a prepayfeen(net of fees waived or refunded by the Lesdmder the new loan agreement)
of approximately $312,000 and other customary lefeles and expenses.

The net proceeds of the Term Loan, after paymelarafer fees and expenses and prepaying all tttamgiing amounts relating to the
prior loan agreement, were approximately $7.8 onilli

For the continuing Lenders, we accounted for thigdment as a debt modification. Accordingly, tedlfees of $1,942,000 were
recorded as debt discount from the prior loan,aodg with the unamortized debt discount will beoatized as an adjustment of interest
expense using the effective interest method. Reraxisting lender that did not participate in Te@m Loan, the payoff of their loan was
accounted for as debt extinguishment. Accordinglgss on debt extinguishment of $708,000 wasrdech which includes that lender’s
portion of unamortized fees and discounts alony wiepayment and final payment fees.

We allocated the aggregate proceeds of the Term hetween the warrants and the debt obligationscas their relative fair values. 1
fair value of the warrants issued to the Lenders @adculated utilizing the Black-Scholes optiorcjprg model. We are amortizing the
resulting additional discount of $949,000 to ingtrexpense over the term of the loan using the®ffeinterest method. The overall
effective interest rate for the Term Loan is 13.86%e Term Loan is collateralized by the tangitdeats of the company, including a
security interest in substantially all of its ekigt and after-acquired assets.

On September 19, 2014, we entered into a Letteedrgent with the Lenders pursuant to which the Lendeived financial covenant
compliance pursuant to the Loan Agreement througtiolézr 31, 2014. The Loan Agreement requires thagamy to maintain certain
minimum cash balances at all times during the tefrthe Loan Agreement. In exchange for the abovieavathe Company agreed to re-
price all 596,553 outstanding warrants issued byGbmpany to Oxford Finance LLC and Silicon Valggnk pursuant to the Loan
Agreement, with an exercise price per share equidle lower of (i) the closing price per shareref Company’s common stock on
September 30, 2014, or (ii) the average closingepper share of the Company’s common stock for li@eta, 2 and 3, 2014.

On September 29, 2014 we entered intd'&@2nendment to the Loan Agreement with the Lendersifant to the amended Loan
Agreement, and we were provided a conditional wadfgrincipal payments subject to meeting certaipital raise requirements, which
we achieved in October. The waiver of principalpayts continues through April 1, 2015 and we ae@ tiequired to make payments of
principal and accrued interest in equal monthlyalsents sufficient to amortize the Term Loan tigb the maturity date.

Additional details relating to the outstanding Tdroan as of December 31, 2014, are presented ifollogving table:

Current Remaining

Original Loan Interest Monthly Principal
Origination Date Amount Rate Payment* Original Term (Face Value
June 2011 $ 27,000,00 9.7% $ 203,43 48 Month: $ 25,038,12

* Current monthly payment is inclusive of interedyon
As of December 31, 2014, the future contractualgdpial and final fee payments on all of our delat Ezase obligations are as follows:

Years Ending December 31

2015 $ 7,462,00
2016 10,805,00
2017 8,596,001
Total $ 26,863,00
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Reconciliation of Face Value to Book Value as of @Bember 31, 201+

Total debt and lease obligations, including finayment fee (Face Valu $ 26,863,00
Less: Debt discount (1,459,000
Total: 25,404,00
Less: Current portion (7,363,000
Long-term obligation $ 18,041,00

Our interest expense for the years ended Decenih@034, 2013 and 2012 was $4,371,000, $3,396,0003,386,000, respectively.
Interest expense is calculated using the effeatitexest method, therefore it is inclusive of n@stt amortization in the amount of
$1,220,000, $893,000 and $930,000, respectivelytedd to the amortization of the debt discount ezyitalized loan fees.

12. Income Taxes
Due to our net losses for the years ended Decegih&@014, 2013 and 2012, and since we have recarfi@tivaluation allowance against
deferred tax assets, there was no provision orflidoeincome taxes recorded. There were no coreptsof current or deferred federal or

state income tax provisions for the years endeceéer 31, 2014, 2013 and 2012.

A reconciliation of the total income tax provisitax rate to the statutory federal income tax ré&t@48co for the years ended December 31,
2014, 2013 and 2012 is as follows:

2014 2013 2012

Income tax expense (benefit) at federal statutaty r (34.00% (34.00% (34.00%
Income tax expense (benefit) at state statutoey (3.52% (3.54% (2.79%
Gain on previously held equity interest in jointwre 0.0(% (7.02% 0.0(%
Mark to market permanent adjustm: (0.37% (2.15% (0.24%
Change in valuation allowan: 27.1%% 80.1% 35.8%
Change in state ra 0.02% (1.01% (8.36%
Permanent interest adjustme 4.17% 0.0(% 0.0(%
Debt refinance permanent adjustm 3.92% 0.0(% 0.0(%
Acquired NOL's/Intangibles from joint venture 0.0(% (33.40% 0.0(%
Foreign rate differential 0.0(% 2.48% (0.04%
Other, net 2.6€6% (1.49% 9.57%

0.0(% 0.00% 0.0(%

The tax effects of temporary differences that gise to significant portions of our deferred tagets and deferred tax liabilities as of
December 31, 2014 and 2013 are as follows:

2014 2013
Deferred tax asset

Allowances and reserv $ 825,000 $ 639,00(
Accrued expense 502,00( 718,00(
Deferred revenue and g-on-sale 32,00( 79,00(
Stock based compensati 7,786,001 6,962,001
Net operating loss carryforwar 117,258,00 107,846,00
Income tax credit carryforwarc 6,993,001 6,710,001
Property and equipment, principally due to differesin depreciatio 926,00( 804,00(
Other,net 77,00( 296,00(
134,399,00 124,054,00
Valuation allowance (132,583,00) (122,450,00)
Total deferred tax assets, net of allowance 1,816,001 1,604,001

Deferred tax liabilities
Intangibles (1,816,00) (1,604,001
Total deferred tax liability (1,816,00) (1,604,001
Net deferred tax assets (liability) $ — $ —
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We have established a valuation allowance againshet deferred tax assets due to the uncertaimtgunding the realization of such
assets. We periodically evaluate the recoveralilityhe deferred tax assets. At such time asdetsrmined that it is more likely than not
that deferred assets are realizable, the valuatiowance will be reduced. We have recorded avilliation allowance of $132,583,000 as
of December 31, 2014 as we do not believe it isenfikely than not our net deferred tax assetslbvélkealized. We increased our valuation
allowance by approximately $10,133,000 during téaryended December 31, 2014. The valuation allogvardudes approximately
$579,000 related to stock option deductions, threebieof which, if realized, will eventually be atiged to equity and not to income.

At December 31, 2014, we had federal, and Califotax loss carry forwards of approximately $314,880, and $187,182,000,
respectively, prior to reduction for windfall tartefits. The federal and state net operatingdasy forwards begin to expire in 2019 and
2015 respectively, if unused. At December 31,420ve had federal and state tax credit carry fodwaf approximately $4,279,000 and
$4,113,000, respectively, after reduction for utaiartax positions. The Company has not performéarmal reseach and development
credit study with respect to these credits. Tlikeffal credits will begin to expire in 2018, if ueds and the state credits carry forward
indefinitely.

Pursuant to the Internal Revenue Code (“IRC") d3@,%s amended, specifically IRC 8382 and IRC §888ability to use net operating
loss and R&D tax credit carry forwards (“tax attrib carry forwards”) to offset future taxable inc@r limited if we experience a
cumulative change in ownership of more than 50%iwi& three-year testing period. We have not coteglan ownership change analysis
pursuant to IRC Section 382 for taxable years eradied December 31, 2007. If ownership changesimitie meaning of IRC Section 3
are identified as having occurred subsequent t@ 20@ amount of remaining tax attribute carry fards available to offset future taxable
income and income tax expense in future years raagigmificantly restricted or eliminated. Furthewuy deferred tax assets associated
such tax attributes could be significantly reduapdn realization of an ownership change withinrttesning of IRC 8382.

We recognize tax benefits associated with the éseaf stock options directly to stockholders’ éguinly when realized. Accordingly,
deferred tax assets are not recognized for netipgrioss carry forwards resulting from windfaktbenefits. At December 31, 2014,
deferred tax assets do not include $1,262,000 a¢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, 2014, 2013 and 2012:

2014 2013 2012
Unrecognized Tax Benefi— Beginning $ 1,723,000 $ 1,394,000 $ 1,304,00
Gross increase— tax positions in prior perio — 69,00( —
Gross decreas+ tax positions in prior perio — — —
Gross increas— curren-period tax position 129,00( 260,00( 90,00(
Settlement: — — —
Lapse of statute of limitations — — —
Unrecognized Tax Benefits — Ending $ 1,852,000 $ 1,723,000 $ 1,394,00

The unrecognized tax benefit amounts are refleictéide determination of the Company’s deferredassets. If recognized, none of these
amounts would affect the Company’s effective tdr,raince it would be offset by an equal reduciiothe deferred tax asset valuation
allowance. The Company does not foresee matdraaiges to its liability for uncertain tax benefitithin the next twelve months.

The Company did not recognize interest relatechteecognized tax benefits in interest expense andlpes in operating expenses as of
December 31, 2014.
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13.

14.

The Company’s material tax jurisdictions are Uni&tdtes and California. To our knowledge, the Camygds 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
carry forward of net operating losses and resedesielopment credits.

Employee Benefit Plar

We implemented a 401(k) retirement savings andtmsbéring plan (the “Plan”) effective January 299. We may make discretionary
annual contributions to the Plan, which is alloddtethe 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 Ata2014, 2013 and 2012.

Stockholders’ Equity
Preferred Stock

We have authorized 5,000,000 shares of $0.001gdaepreferred stock. Our Board of Directors ihatized to designate the terms and
conditions of any preferred stock we issue wittfadther action by the common stockholders. Theeeawd 3,500 and -0- shares of Series
A 3.6% Convertible Preferred Stock issued and 581d -0- shares outstanding as of December 31, 20d 2013, respectively.

In October 2014, we entered into a Securities Ragetgreement with certain institutional invesfmussuant to which the Company sol
total of 13,500 units for a purchase price of $0,08r unit, with each unit consisting of one stafrthe Company’s Series A 3.6%
Convertible Preferred Stock, which are convertibte shares of the Company’s common stock withrarecsion price of $0.52, and
warrants to purchase up to a number of sharesmfrmmn stock equal to 100% of the conversion shandsnthe shares of preferred stock,
in a registered direct offering. Each warrant hagxercise price of $0.5771 per share, is exerld@ssb months after the date of issuance
and expires five years from the date on which iihigally exercisable. The preferred stock andwerants were immediately separable
and were issued separately. As of December 31,,8)189 units had been converted into 15,747,088estof common stock.

We recorded a dividend of $1.2 million for the yeaded December 31, 2014, related to a benefioratersion feature included in the
issuance of our Series A 3.6% Convertible PrefeBtttk. The fair value of the common stock intachiithe Series A 3.6% preferred
stock was convertible on the date of issuance eerkthe proceeds allocated to the preferred stesklting in the beneficial conversion
feature that we recognized as a dividend to thieped shareholders and, accordingly, an adjusthoemét loss to arrive at net loss
allocable to common shareholders. Certain shdr8gmes A 3.6% Convertible Preferred Stock werecomvertible until shareholder
approval, which occurred in January 2015. As altean additional dividend for the beneficial cension feature of $0.6 million will be
recorded during the quarter ended March 31, 2015.

Common Stock

In December 2012, we entered into an underwritgpg@ement with Lazard Capital Markets, LLC (undetan), 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 shbhe.transaction was completed on December 19, 204ihg 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 und&amain option, exercisable for 30 days, to purchigst an additional 1,053,000 shal

In January 2013, the underwriter exercised thigoomnd as a result we sold an additional 1,053gb@0es raising approximately
$3,000,000 in gross proceeds before deducting wmidierg discounts and commissions and other offperpenses payable by us.

In October 2013, we entered into a Common Stockhiase Agreement with Lorem Vascular for the purettds3,000,000 shares at $3.00
per share. The transaction occurred in two sepatasings of 4,000,000 shares each. The firstiwgpsccurred in November 2013, and the
second closing occurred in January 2014. As of bes 31, 2013, we received $15,000,000 of the grosseeds, $12,000,000 for the
first closing and $3,000,000 towards the seconsiogp The balance of $9,000,000 in gross procesgisined to complete the second
closing was received in January 2014. In connedtiitim the Common Stock Purchase Agreement, the tigh one time appointment of
one member of our Board of directors was grantédrtd<.T. Lim, Chairman of Lorem Vascular. Mr. Ligxercised his right to appoint a
member to serve on our Board of Directors in Juk42and Mr. Lim’s appointee, Mr. Ruud Jona, subisat]y resigned his appointment
to the Board of Directors in July 2014.
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In May 2014, we and 47 holders of warrants to paseha total of 3,156,238 shares of the Companyisraan stock, issued in a private
offering in May 2009, agreed to extend the exparatiate of the warrants from May 14, 2014 to May2B15 and increase the exercise
price of the warrants from $2.62 per share to $8&0share pursuant to an Amendment to Warranatch@se Common Stock. One hol
of warrants did not agree to the Amendment, andl Werrants, covering 38,500 shares of Common Stexgired unexercised on May 14,
2014 in accordance with the original terms.

In May 2014, we entered into subscription agreemaiith certain institutional investors pursuantoich we sold a total of 4,048,584
units, with each unit consisting of one share ohgwn stock and one warrant to purchase one sha@nmhon stock at a purchase pric
$2.47 per unit, in a registered direct offeringclEavarrant had an exercise price of $3.00 per shas exercisable immediately after
issuance and expires five years from the datesofisce. The transaction was completed on Junel4,12@sing approximately
$10,000,000 in gross proceeds before deductingteasing expenses or fees payable by us. Undetetimes of our Placement Agent
Agreement, we granted WBB Securities, LLC warrdotgurchase 202,429 shares of common stock. Themplent agent warrants have
the same terms as the warrants issued to the machia the offering, except that such warrantetavexercise price of $3.09.

In September 2014, the Company and 13 holders obws dated June 4, 2014 to purchase a totaD824389 shares of the Company’s
common stock agreed to amend the warrants in ¢odeduce the exercise price from $3.00 per sha$d 100 per share and change the
expiration date from June 4, 2019 to Septembe2@D4. The Company received proceeds of approxlyndfe033,000 from the exercise
of the warrants. In addition, pursuant to the ohthe amendment, upon each holslexercise of all shares for cash prior to the aled
expiration date, the Company issued additional avdasrfor the same number of common shares to tldetso The additional warrants
have an exercise price of $2.00 per share, aneareisable on the date that is six months anddagdrom the date of issuance and ex
five years from the date of issuance. For thogestors participating in the October 2014 issuaricgeries A 3.6% Convertible Preferred
Stock, we agreed to reduce the exercise price3@43601 warrants from $2.00 per share to $0.577 Shere, conditioned upon
shareholder approval which was obtained in Jan2@ip.

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 taxtedfethe Company or its
stockholders. The Rights Agreement is triggerechupe earlier to occur of (i) a person or grouffifiated 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 AagyiPerson (as defined in the Rights Agreementgpiximn certain circumstances (the
“Distribution Date”).

The Rights were not exercisable until the DistiidbutDate and expired on May 29, 2013.
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16. Stock-based Compensatior

During 1997, we adopted the 1997 Stock Option @ndkSPurchase 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 shareshandate of grant. ISOs can be granted only to eyepta The 1997 Plan expired in
October 2007.

During 2004, we adopted the 2004 Equity IncentilaRthe “2004 Plan”), which provides our employedisectors and consultants the
opportunity to purchase our common stock throughauaalified stock options, stock appreciation righéstricted stock units, or restrict
stock and cash awards. The 2004 Plan initiallyiges for issuance of 3,000,000 shares of our comsback, which number may be
cumulatively increased (subject to Board discrgtmman annual basis beginning January 1, 2005hwdmnual increase shall not exceed
2% of our then outstanding stock. The 2004 Plgired in August 2014.

In August 2014, we adopted the 2014 Equity IncenBlan (the “2014 Plan”), which provides our empley, directors and consultants the
opportunity to purchase our common stock in thenfof options (incentive or non-qualified), stockpegciation rights, restricted stock
purchase rights, restricted stock bonuses, restiigttock units, performance shares, performands, waish-based awards other stbekec
awards, and deferred compensation awards. TheR@bdinitially provides for issuance of 3,975,80@res of our common stock. As of
December 31, 2014, there are 3,697,000 shareswohoo stock remaining and available for future isses under the 2014 Plan, which is
exclusive of securities to be issued upon an esemi outstanding options, warrants, and rights.

Stock Options

Generally, options issued under the 2014 Plan, 2084 or the 1997 Plan are subject to fgear vesting, and have a contractual term «
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 mawter a four-year period.

A summary of activity for the year ended December2p14 is as follows:

Weighted
Average
Options Exercise Price
Balance as of January 1, 2C 8,322,28' $ 4.5t
Grantec 3,058,191 $ 1.9¢
Exercisec (2,667 $ 2.62
Expired (396,32 $ 4.14
Cancelled/forfeited (1,866,13) $ 3.4k
Balance as of December 31, 2014 9,11534 ¢ 3.0%
Weighted
Average
Weighted Remaining
Average Contractual Aggregate
Options Exercise Price Term (years) Intrinsic Value
Balance as of December 31, 2014 9,115,341 $ 3.9¢ 6.31 $ 584.4
Vested and expected to vest at December 31, 2014 9,064,34 $ 3.9/ 6.3C $ 560.4"
Exercisable at December 31, 2014 6,230,98 $ 4.7C 5.06 $ =
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The total intrinsic value of stock options exerdiseas $200, $3,500 and $311,000 for the years ebdedmber 31, 2014, 2013 and 2012,
respectively.

The fair value of each option awarded during tharymded December 31, 2014, 2013 and 2012 wasatstron the date of grant using
the Black-Scholes-Merton option valuation modeldshsn the following weighted-average assumptions:

Years ended December 3.

2014 2013 2012
Expected tern 6.0 year 6.0 year 5.2 year
Risk-free interest rat 1.8€% 1.12% 0.8%%
Volatility 77.52% 75.21% 75.62%
Dividends — — —
Resulting weighted average grant date fair v. $ 135 $ 172 $ 1.9¢

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®i@ Plan and 2004 Plan are subject to a vestériggthat coincides with the
fulfillment of service requirements for each awardi have a contractual term of 10 years. Thesedsveaie amortized to compensation
expense over the estimated vesting period basen thpdair value of our common stock on the awaatd d
A summary of activity for the year ended Decembr2p14 is as follows:

Weighted

Restricted  Average Grant
Stock Awards Date Fair Value

Balance as of January 1, 2C 106,34: $ 3.62
Grantec 115,80¢ $ 2.5C
Exercised/Release (12,200 $ 2.8C
Cancelled/forfeited (16,826 ¢ 2.51

Balance as of December 31, 2014 193,120 ¢ 3.1C

Weighted
Average

Weighted Remaining
Restricted  Average Grant Contractual
Stock Awards Date Fair Value Term (years)

Balance as of December 31, 2014 193,12: $ 3.1(C 8.32
Vested and expected to vest at December 31, 2014 193,12. $ 3.1(C 7.21
Exercisable at December 31, 2014 83,64. $ 3.91 8.3
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18.

The following summarizes the total compensatiort cesognized for the stock options and restrictedisawards in the accompanying
financial statements:

Years ended December 3:
2014 2013 2012

Total compensation cost for share-based paymesmgements recognized
the statement of operations (net of tax of $ 3,101,000 $ 3,608,000 $ 3,904,00

As of December 31, 2014, the total compensatiohretated to non-vested stock options and stockdsvaot yet recognized for all our
plans is approximately $3,944,000, which is expgtdebe recognized as a result of vesting undeiceconditions over a weighted
average period of 1.77 years.

Cash received from stock option and warrant exescisd employee stock purchase for the years dhaesmber 31, 2014, 2013 and 2
was approximately $4,151,000, $225,000 and $1,003 @spectively. No income tax benefits have lreearded related to the stock
option exercises as the benefits have not beeizeddh our income tax returns.

To settle stock options and restricted stock awaveswill issue new shares of our common stock DA&tember 31, 2014, we have an
aggregate of 775,977 shares authorized and availalsiatisfy option exercises under our plans.

Related Party Transactions

As of December 31, 2014 and 2013, Lorem Vascular aviaeneficial owner of more than five percentwfautstanding shares of comrr
stock. During the year ended December 31, 2013 rhdvascular purchased Celution® Systems and corigarsats from us for a total of
$1,845,000 pursuant to the License/Supply Agreement

Quarterly Information (unaudited)

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

For the three months endec

December
March 31, June 30, September 3C 31,
2014 2014 2014 2014
Product revenue $ 1,031,000 $ 935,000 $ 518,00 $ 2,469,00
Gross profit 610,00( 169,00( 181,00( 1,053,001
Development revenue 403,00( 356,00( 585,00( 1,301,001
Operating expenst (10,560,00) (11,210,00) (8,656,00i) (6,669,001
Other income (expense) (853,000 (1,143,00) (1,495,00) (1,440,00)
Net loss $ (10,400,00) $ (11,828,00) $ (9,385,00) $ (5,755,00)
Beneficial conversion feature for convertible prefd stock — — — (1,169,00)
Net loss allocable to common stock holt... (10,400,00)  (11,828,00) (9,385,00i) (6,924,000
Basic and diluted net loss per share $ (0.1 $ (0.15) $ (0.12) $ (0.08)
For the three months endec
December
March 31, June 30, September 3C 31,
2013 2013 2013 2013
Product revenue $ 1,392,000 $ 1,408,000 $ 1,616,000 $ 2,706,00:
Gross profit 636,00( 800,00( 685,00( 1,580,00!
Development revenus 2,366,001 859,00( 1,095,00! 754,00(
Operating expense (9,739,00) (8,022,00i) (10,241,00) (11,452,00)
Other income (expense) (930,00() 3,152,001 3,203,001 (923,00()
Net loss $ (7,667,000 $ (3,211,000 $ (5,258,000 $ (10,041,00)
Basic and diluted net loss per share $ (0.17) $ (0.05) $ (0.0¢) $ (0.14)
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Item 9. Changes in and Disagreements with Accountants on Agunting and Financial Disclosure
Not applicable

ltem Controls and Procedures
9A.

(@) Evaluation of Disclosure Controls and Procedu

We maintain disclosure controls and proceduresdtetlesigned to ensure that information requindsktdisclosed in our reports fil
or furnished pursuant to the Exchange Act is reedrgprocessed, summarized and reported withirinfeefgeriods specified in the
Securities and Exchange Commission’s rules andgpamd that such information is accumulated andnconicated to our
management, including our Chief Executive Officed £hief Financial Officer, as appropriate, to ailior timely decisions regarding
required disclosure. In designing and evaluatigdisclosure controls and procedures, managereogmizes that any controls and
procedures, no matter how well designed and opkratan provide only reasonable assurance of actydiie desired control
objectives, and management necessarily is regtoragply its judgment in evaluating the cost-beamefiationship of possible controls
and procedures.

As required by Rule 13a-15(b) under the Exchange we carried out an evaluation, under the supienviand with the participation
of our management, including our Chief Executivéide@f and Chief Financial Officer, of the effectiess of our disclosure controls
and procedures, as such term is defined under RBalel5(e) promulgated under the Securities Exchaetief 1934, as amended, as
of the end of the period covered by this Annual&epn Form 10-K. Based on the foregoing, our €hieecutive Officer and Chief
Financial Officer concluded that our disclosuretecols and procedures as of the end of the periedrea by this Annual Report were
effective as of the end of the period covered liy Amnual Report.

(b) Managemer's Report on Internal Control Over Financial Repogt

Our management is responsible for establishingnaaidtaining adequate internal control over finahaaorting. Internal control
over financial reporting is defined in Rule 13af]®f 15d-15(f) under the Securities Exchange Act@84 as a process designed by,
or under the supervision of, our principal exeozitaind principal financial officers and effecteddwy Board of Directors, managem:
and other personnel, to provide reasonable asstiragarding the reliability of financial reportiagd the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles and atetuthose policies and
procedures that:

» Pertain to the maintenance of records that in regtsle detail accurately and fairly reflect the s@ctions and dispositions of our
assets

« Provide reasonable assurance that transactiome@reled as necessary to permit preparation ofi¢iaastatements in accordal
with generally accepted accounting principles, #ad receipts and expenditures are being madeinrigcordance with
authorizations of management and our Board of Earscanc

« Provide reasonable assurance regarding preventitmely detection of unauthorized acquisition, osa@isposition of our assets
that could have a material effect on the finansfatements

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢tmisstatements. Also, projections
of any evaluation of effectiveness to future pesiade subject to the risk that controls may becioméequate because of changes in
conditions, or that the degree of compliance witih 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 theaifeness of our internal control over financegparting as of the end of the fiscal
year covered by this annual report on Form 10-ketlam the criteria set forth Internal Control - Integrated FrameworkK1992)
issued by the Committee of Sponsoring Organizatidrike Treadway Commission (COSO). Based on waluation, management
concluded that our internal control over financggorting was effective as of December 31, 2014das the COSO criteria. Our
independent registered public accounting firm, KPM®, has issued an attestation report on ournadezontrol over financial
reporting which is included herein.
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(c) Changes in Internal Control over Financial Repog

There have been no changes in our internal coowen financial reporting during the quarter endest®&mber 31, 2014 that have
materially affected, or are reasonably likely totenally affect, our internal control over finantiaporting other than the material
weakness described above.

(d) Remediation of Material Weakne

We identified a material weakness in our intermadtool over financial reporting for the year endggcember 31, 2013, related to the
recognition and measurement of revenue in accoedaitb U.S. generally accepted accounting prinsigl@AAP). Specifically, our
controls did not operate effectively to aggregateé eommunicate information necessary to (i) vettifyt the collection of accounts
receivable was reasonably assured and (ii) evallaéther contractual provisions were satisfiedrioheo to recognize revenue.

In order to remediate the material weakness inirdarnal control over financial reporting, we implented a remediation plan to
improve our systems of disclosure controls and gulaces and internal control over financial repartifhis remediation plan include

1. reevaluation of our processes for the recognitioreeenue

2. hiring a qualified individual in Japan with appriate experience to assist with our review okrae arrangements and to help
facilitate better communication with our Japan &dibsy, and

3. enhancing our assessment of collectability ouercustomers to ensure that adequate evidenadle€wbility is obtained prior to
the recognition of revenue. For customers thaehwt developed an adequate payment history widndsa letter of credit is not
in place at the time of the transaction, and assgrall other revenue recognition criteria have beet, we defer revenues until
cash is received. Our remediation efforts, inglgdilesign, implementation and testing continuedudhout fiscal year 201.

Management believes that these steps have remedhetenaterial weakness by improving our systendisaiosure controls and
procedures and internal control over financial répg.
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Iltem Other Information
9B.

None.
PART III
Item 10.Directors, Executive Officers and Corporate Governace

The names of the seven directors are set forthwb@fee ages shown are as of March 16, 2015). itdictbrs are elected annually and
serve a one-year term until the next Annual Meetimguntil their respective successors are dulgtete

Directors and Business Experience

Name Age Position

David M. Rickey 59 Chairman of the Board of Directa
Marc H. Hedrick, MD 52 President & CEO and Direct
Richard J. Hawkin 66 Director

Paul W. Hawrat 62 Director

Gary Lyons 63 Director

Tommy G. Thompso 73 Director

Gail K. Naughton, Ph.C 59 Director

David M. Rickeyhas served as a Director of the Company since Nbeerh999, and has served as the Chairman of thed Bxirace
June 2013. Mr. Rickey was President and Chief &xee Officer of Applied Micro Circuits CorporatioPAMCC), which provides high-
performance, higtbandwidth silicon solutions for optical networksorh February 1996 to March 2005. Mr. Rickey sereedthe Board ¢
Directors of AMCC from February 1996 to March 20@8d as its Chairman of the Board from August 2@®arch 2005. Mr. Rickey al:
served as a Director of AMI Semiconductor, Incnir@000 to 2006 and was a Director of Netlist, finom 2005 to 2008, as well as sev
private technology companies. He holds a B.S. fidanietta College, a B.S. from Columbia Universityd an M.S. from Stanford Universi
Mr. Rickey’s qualifications to sit on our Board of Directonglude his extensive executive experience, anddmgce on other public compe
boards and committees.

Marc H. Hedrick, M.Dwas appointed as Chief Executive Officer of the @any in April 2014. He was appointed as Presioé¢iihe
Company in May 2004, and joined us as Chief Sdienfficer, Medical Director and Director in Octeb2002. In December 2000,
Hedrick cofounded and served as President and Chief ExecOfifieer and Director of StemSource, Inc., a conysapecializing in stem ct
research and development, which was acquired bZtmepany in 2002. He is a plastic surgeon andfasraer Associate Professor of Surc
and Pediatrics at the University of California, LAageles (UCLA). From 1998 until 2005, he directéd Laboratory of Regenerat
Bioengineering and Repair for the Department ofg8ty at UCLA. Dr. Hedrick earned his M.D. degr@eni University of Texe
Southwestern Medical School, Dallas and an M.BrAmf UCLA Anderson School of Management. Dr. Hedscqualifications to sit on o
Board of Directors include his experience as a ggngascular and plastic surgeon; his academioiappents and achievements in the
sciences; his executive and managerial experianatein cell research and scientific product devalaqt, and his foundational knowled
experience and contributions to the specific tetdmo and operations of our company. In additidr, Hedrick has extensive glol
experience and familiarity with the cell therapydamgenerative medical industry. On April 2, 20hé Board of Directos appointed D
Hedrick as Chief Executive Officer.

Richard J. Hawkindas served as a Director of the Company since Deee@007. In 1982, Mr. Hawkins founded Pharma
clinical research organization (CRO) that mergethwhe predecessor of PHEarmaco in 1991 and is one of the largest CRQeirworlc
today. In 1992, Mr. Hawkins co-founded Sensus Obeygelopment, which developed and received regulapproval for SOMAVERT®a
growth hormone antagonist approved for the treatrm&acromegaly, which is now marketed by Pfizeboth the United States and Eurc
and he served as Chairman until 2000. In 1994, Hiéswkins cofounded Corning Biopro, a contract protein manuféng firm where h
served on the Board until 2000. In September 2003Hawkins founded LabNow, Inc., a privately heldmpany that develops lab-orehip
sensor technology, where he served as the ChaiamdnCEO until October 2009. Mr. Hawkins has sereedthe Board of SciClol
Pharmaceuticals, Inc. since October 2004. In Falgra011, Mr. Hawkins became CEO, and is curre@80, of Lumos Pharma, Inc., a start
up pharma company. He served on the Presidentiakség) Committee for the Center for Nano and Molac&cience and Technology at
University of Texas in Austin, and was inductecbitite Hall of Honor for the College of Natural Swes at the University of Texas. |
Hawkins graduated cum laude with a B.S. in Bioldgym Ohio University. Mr. Hawking qualifications to sit on our Board of Direci
include his executive experience working with Egiences companies, his extensive experience inmaltutical research and developrr
his knowledge, understanding and experience inr¢gelatory development and approval process andgdrngce on other public compe
boards and committees.

75




Table of Content

Paul W. Hawranhas served as a Director of the Company since Bep2005. Mr. Hawran has held various executivegtegic
financial and operational positions in the healdiecindustry for over 30 years. Mr. Hawran wasoarfder and President and CEC
Ascendant MDx, a molecular diagnostic testing comypfocused on womes’health care, through June 2013. Prior to AsaankliiDx, Mr.
Hawran was the Chief Financial Officer of Sequenbm,, a publicly traded genetics company, fromiApB07 to September 2009, servec
their Board of Directors from August 2006 to Febyud007 and was the Chairman of the Audit Commitie¢he Board of Directors. N
Hawran also served as a Founder, Executive Vicgid®et and Chief Financial Officer of Neurocrine&iiences, Inc. from May 1993 throt
September 2006, and as a Senior Advisor to Neuredrom September 2006 through April 2007. NeuraeiBiosciences, Inc. is a publi
traded company engaged in pharmaceutical drug dgwant. Mr. Hawran was employed by SmithKline Beeshinow Glaxo SmithKline
from July 1984 to May 1993, most recently as VicesRlent and Treasurer. Prior to joining SmithKlim 1984, he held various finant
positions at Warner Communications (now Time W3grnevolving corporate finance and financial plarmiand forecasting. Mr. Hawr
earned a B.S. in Finance from St. John's Universily an M.S. in Taxation from Seton Hall Universitie is a Certified Public Account:
(currently inactive) and is a member of the Amaritastitute of Certified Public Accountants. Mrawrans qualifications to sit on our Boz
of Directors include his executive experience fia ficiences industries, his extensive experienstréttegic and corporate finance and plani
his status as an audit committee financial expétimvthe meaning of Item 407(d)(5) of SEC ReguatSK and his service on other put
company boards and committees.

Gary A. Lyonshas served as a Director of the Company since @ctdB13. Mr. Lyons has served on the Board of Dirsco
Neurocrine Biosciences since 1993 and as the Rrs&hd Chief Executive Officer of Neurocrine frd®93 through January 2008. Prio
joining Neurocrine Biosciences, Mr. Lyons held anter of senior management positions at Genentexh, including Vice President
Business Development and Vice President of SalesLjubns currently serves on the Boards of Direxfor Rigel Pharmaceuticals, Inc., Vi
Incorporated, and KaloBios Pharmaceuticals, Inc. IMons was previously a director of PDL BioPharnma,., Poniard Pharmaceuticals, |
Neurogesx and Facet Biotech Corporation. Mr. Lybakls a B.S. in marine biology from the UniversityNew Hampshire and an M.B.
from Northwestern Universitg’ J.L. Kellogg Graduate School of Management. Mmns qualifications to sit on our Board includes
executive experience working with life sciences pamies, his extensive experience in pharmaceutiecsiness development, his knowlec
understanding and experience in the regulatory Idpweent and approval process and his service oargbhblic company boards ¢
committees.

Tommy G. Thompsdras served as a Director of the Company since 20ffl. Mr. Thompson was a partner at the law fifnAkin
Gump Strauss Hauer & Feld from March 2005 to Jan@ad?2. He served as U.S Department of HealthHundan Services Secretary fr
January 2001 to January 2005, and was Governorigédfsin from January 1987 to January 2001. Moripson was the Chairman of
Board of Logistics Health, Inc., having been Prestdrom February 2005 to January 2011. Mr. Thampsas served as a Director of (
Bard since August 2005; a Director of CareView Camiuations, Inc. since July 2005; a Director of teee Corporation since April 2005 ¢
a Director of United Therapeutics Corporation sifkebruary 2011. He also served as Chairman oBtieed of AGA Medical Corporatic
from July 2005 to November 2011. He is a recipiehthe prestigious Horatio Alger Award and hasvedras chairman of the Natio
Governors’ Association, the Education Commissiothef States, and the Midwestern Govern@uhference. Mr. Thompson received bott
B.S. and his J.D. from the University of Wiscondladison and also served in the Wisconsin Nationahr@ and the Army Reserve. |
Thompsons qualifications to sit on our Board of Directonglude his significant experience in the healthd¢adeistry both as a public offic
and in the private sector; his advocacy of innaxasolutions to health care challenges, and hidcgon other public company boards
committees.

Gail K. Naughton, Ph.D. has served as a Director of the Compargesinly 2014. Dr. Naughton was the co-founder anthwentol
of the technology at Advanced Tissue Sciences whleeeheld key management positions for more thapesss, including President, Ct
Operating Officer and Director. She also servethasDean of the College of Business AdministraabrSan Diego State University for n
years. Currently Dr. Naughton serves as the Chiefchtive Officer and the Chairman of the Board a$tblyen, a regenerative medic
company she founded in 2007. Dr. Naughton hassaseed on the Board of Directors for CR Bard, kince 2005. Dr. Naughton holds a |
in biology from St. Francis College as well as ask&s in histology and a Ph.D. in cell biology from N&erk University Medical Cente
She also holds an EMBA from the Anderson SchodhatUniversity of California, Los Angeles. Dr. Nduign’s qualifications to sit on o
Board of Directors include her executive experiewoeking with life sciences companies, her exteasxperience in pharmaceutical rese
and development, her knowledge, understanding &pdrience in the field of regenerative medicine hed service on other public compi
boards and committees.
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Executive Officers and Business Experience

Name Age Position

Marc H. Hedrick, MD 52 President & CEO and Direct:

Tiago Giraa 35 Vice President, Finance & Chief Financial Offi
Steven Keste 56 Executive Vice President & Chief Medical Offic
Seijiro N. Shiraham 61 Presider—Asia Pacific

Tiago Girdowas appointed Vice President of Finance and Chiedrieial Officer (CFO) in September 2014. Mr. Gijémed Cytori
Therapeutics from NuVasive, Inc. where he recesghywed as International Controller from February2@® August 2014. Prior to his
International Controller role, he served as Direckinancial Reporting, where he managed a teaporessble for all corporate technical
accounting and SEC related matters from March 20F2bruary 2014. Prior to joining NuVasive, Mrr&j served as Senior Manager,
Assurance at KPMG, Cytori's independent audit firom October 2004 to March 2012. Prior to joininBMG, Mr. Girdo was a senior
accountant for Ernst & Young in Brazil from Octol2£100 to August 2004. Mr. Girdo is a certified palalccountant with 14 years experience
in the accounting, finance and reporting for U181 public companies and substantial experiencéoinad finance and operations.

Steven Kestenjoined Cytori as Executive Vice President ande€Medical Officer in February 2013. Previously,deved as Vice
President and Chief Medical Officer at Uptake Matlicom November 2010 - February 2013 and a&hBioger Ingelheim from 2000 -
2010, mostly recently as the vice president, meditor marketed products for respiratory dise®s@r to that, he served as the medical
director of the Rush Advanced Lung Disease and [tnagsplant Program at Rush Presbyterian St. Luldedical Center from 1996 -
1999 ; in 1995 as the medical director of the Tewdrung Transplant Program at the University ofdrdp; and as a staff pulmonologist at
Toronto General Hospital and Toronto Western Hasfibom 1989 to 1996. He also served as a facultyniver of the University of Toronto
and an associate professor of medicine at Rushddke@bllege. Dr. Kesten received his medical degrakspecialty training in internal
medicine and pulmonary medicine at the Universityaronto.

Seijiro N. Shirahamavas appointed President — Asia Pacific in Noven@®€7. Mr. Shirahama had served as Senior Vice dyest
Asia Pacific since November 2006, and as Vice Hezgi—Asia Pacific, from September 2002 to November 2@0&r to that, from May 19¢
to August 2002, he was President of Touchmetrid§, Ka diagnostic ultrasound firm. He held execufpgsitions with BristoMyers Squib
K.K. from April 1997 to October 1998, and from Mhar&995 until March 1997, was the General ManageB#uter Biotech Group in Toky
Japan. Mr. Shirahama holds a B.A. from Kanagawaéisity in Yokohama, Japan and an M.A. from thevdrsity of San Franciscdhere
are no family relationships among our officers a@ctors, nor are there any arrangements or utahelisigs between any of our director
officers or any other person pursuant to which affiger or director was, or is, to be selected mefficer or director.

CORPORATE GOVERNANCE

The Board of Directors held twelve meetings dur2@l4 and took action via unanimous written condesat times. The Aud
Committee met five times; the Compensation Committeet seven times and took action via unanimougtemriconsent two times; t
Governance and Nominating Committee met two tinmebtaok action via unanimous written consent oree} the Executive Committee r
two times and took action via unanimous writtensent two times.

Except for Mr. LIoyd Dean who resigned on NovembgR014, each member of the Board of Directorsded 75% or more of t
aggregate of (i) the total number of Board meetinglsl during the period of such memiseservice and (ii) the total number of meeting
committees of the Board of Directors on which soember served, during the period of such memberigce.

All board members are encouraged to attend ourarstockholders’ meetings in person. Eight of coaddl members attended last
yeals annual stockholders’ meeting.
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Board of Directors Leadership Structure

Our bylaws and governance principles provide tharBoof Directors with the flexibility to combine @eparate the positions
Chairman and Chief Executive Officer. Historicaliigese positions have been separate. Our Boarlbslthat the separation of these posi
strengthens the independence of our Board and slisato have a Chairman focused on the leader$hipe Board while allowing our Chi
Executive Officer to focus more of his time and rglyeon managing our operations. The Board curremljeves this structure works well
meet the leadership needs of the Board and of ttrep@ny. Dr. Hedrick, our President and Chief ExeeuOfficer, has comprehens
industry expertise and is able to devote substatnti@ to the Company, and Mr. Rickey, our Chairmiarable to devote focus on longer t
and strategic matters, and to provide related lshg®to the Board. As a result, we do not curseimiend to combine these positions; how:
a change in this leadership structure could be nifatliiee Board of Directors determined it was in thest longterm interests of stockholc
based upon a departure of either our Chief Exeeu@ifficer or Chairman. For example, if the two solgere to be combined, we believe
the independence of the majority of our directars] the three fully independent Board committeesylav provide effective oversight of ¢
management and the Company.

The Board’s Role in Risk Oversight

The Boards role in risk oversight includes assessing anditmdng risks and risk management. The Board resi@amd overse
strategic, financial and operating plans and hatdsiagement responsible for identifying and modegatisk in accordance with those ple
The Board fulfills its risk oversight function byviewing and assessing reports from members of gemeant on a regular basis regar
material risks faced by the Company and applicatiteyation strategy and activity, not less thanrtgrdy. The reports cover the critical ar
of operations, sales and marketing, developmegtlatory and quality affairs, intellectual propertjinical development, legal and finan
affairs. The Board and its Committees (describddvigeconsider these reports; discuss matters wahagement and identify and evaluate
potential strategic or operational risks, and appabe activity to address those risks.

Board Committees

The Board of Directors has standing Audit, CompgasaExecutive, and Governance and Nominating Cdtaes. All members of
the Compensation Committee, Audit Committee, andeBmance and Nominating Committee are independestttdrs.

Compensation Committee

The Compensation Committee consists of Mr.Thomg&trairman), Mr. Hawran and Dr. Naughton. Each esthmembers is
independent as defined by NASDAQ, a “Non-Employé@e®or” as defined by rule 16b-3(b)(3)(i) of thecsirities Exchange Act of 1934, as
amended, and an “outside director” as defined lfi@e 162(m) of the Internal Revenue Code of 1286amended. The Committee Chairmal
is responsible for setting the Committee’s caleradar meeting agenda.

The Compensation Committee is responsible for dgiet) and implementing compensation programs forexecutive officers ar
other employees, subject only to the discretiotheffull Board. More specifically, our Compensati@ommittee establishes base salary
for each of the Compang/officers, and administers our 2004 Equity Incen®lan, our 2014 Equity Incentive Plan, our ExeeuManagemel
Incentive Compensation Plan, and our 2011 Empl&teek Purchase Plan. This Committee establishesdimpensation and benefits for
Chief Executive Officer and other executive offgeand annually reviews the relationship betweenpauformance and our compensa
policies as well as assessing any risks associgitedour compensation policies. In addition, thisn@mittee reviews and advises the B
concerning regional and industwide compensation practices and trends in ordeastess the adequacy of our executive compen
programs. The charter of the Compensation Commiittsebeen established and approved by the Bodbiredtors, and a copy of the cha
has been posted on our website at www.cytori.codeumvestor Relations — Corporate Governance.

The Compensation Committee has delegated to our tlB&@uthority to award stock option grants to eaeeutive employees from a
pool of stock options set aside by the Committeenftime to time. Any grant made from such poah toon-executive employee may not
exceed 16,000 shares and all of the grants shadl &ua exercise price equal to 100% of our Commouokat fair market value on the grant
date. We have a written policy that addressesldites on which it is appropriate to grant suchamysti In addition, our CEO:

« Makes recommendations to the Compensation Commétgeding the base salary, bonus and stock opti@rd levels for our
other executive officers; ar
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« Provides an annual recommendation to the Compensatmmittee regarding overall Company performasigjectives for the
year and the individual performance objectivesaafreof our executive officers with respect to oxe&utive Managemel
Incentive Compensation Plan, and reports to theg@msation Committee on the satisfaction of each sbgective.

Our CEO attends some of the meetings of the ConapiensCommittee upon invitation, but does not péptite in the executive sessions of the
Compensation Committee.

Audit Committee

During 2014, Mr. Hawran (Chairman), Mr. Thompsomn &fr. Hawkins were the members of our Audit Comedtt The Audit
Committee is comprised solely of independent dine;tas defined by NASDAQ. The Board of Directoas determined that Mr. Hawran is
“audit committee financial expert” within the meagiof Item 407(d)(5) of SEC Regulation S-K. Theautar of the Audit Committee has been
established and approved by the Board of Directord,a copy of the charter has been posted on elsite at www.cytori.com under Investor
Relations — Corporate Governance.

The Audit Committee selects our auditors, revidwesscope of the annual audit, approves the ausitdad non-audit fees to be paid
to our auditors, and reviews our financial accaugtiontrols with the staff and the auditors. ThaliA Committee is also charged with review
and oversight of management’s enterprise risk mamagt assessment.

Governance and Nominating Committee

Mr. Hawkins (Chairman), Mr. Dean, and Mr. Lyons goteed the members of our Governance and Nomin&omgmittee in 2014.
Mr. Dean resigned from the Committee as well amftbe Board of Directors effective November 1, 20D4. Naughton joined the
Governance and Nominating Committee in January 20L&ently, the Governance and Nominating Committensists of Mr. Hawkins, Mr.
Lyons, and Dr. Naughton.

The Governance and Nominating Committee is caagrsolely of independent directors, as definetlBDAQ. The Governanc
and Nominating Committee interviews, evaluates, inates and recommends individuals for membershifherBoard, evaluates the
effectiveness of the Board and its serving memlzerd,recommends the structure, responsibility amdposition of the committees of the
Board. The Committee is also responsible for renemding guidelines and policies for corporate goaace for adoption by the Board. The
charter of the Governance and Nominating Commhteebeen established and approved by the Boar@edtbrs, and a copy of the charter
has been posted on our website at www.cytori.codeumvestor Relations — Corporate Governance.

Executive Committee
In 2014, the Executive Committee consisted of Drditk, Mr. Rickey, Mr. Hawkins, and Mr. Hawran,dalr. Thompson.

The Executive Committee is responsible to evalaattapprove the material terms of any financingdaations or business
transactions as well as to authorize and apprayvéstuance of stock and/or other equity securilibs. Executive Committee also would be
able to act on behalf of the full Board in urgenesigent circumstances wherein it would be veffialilt or impossible to assemble the full
Board between regularly scheduled meetings. TheGubmittee of the Executive Committee, consists lvdi@nan of the Board and the CE
has the authority to approve corporate expenditpresented by Management in excess of $250,000 aprtaximum of $1,000,000 for a
single corporate transaction.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

As of December 31, 2014, the Compensation Comnitesisted of Mr. Thompson (Chairman), Dr. Naughtord Mr. Hawran, each
of whom is an independent director and none of wiencurrent or former employee of the CompanynéNof our executive officers servec
a director or member of the Compensation Commadtesy Board committee performing equivalent fumasi for another entity that has on
more executive officers serving on our Board ofebiors.

CODE OF BUSINESS CONDUCT AND ETHICS
We have adopted a Code of Business Conduct andsBtiat applies to all of our directors, officersl@mployees, including our
principal executive officer, principal financialfafer and controller. This Code of Business Conaumt Ethics has been posted on our website

at www.cytori.com . We intend to post amendmenthi®code, or any waivers of its requirementsponwebsite at www.cytori.comnder
Investor Relations — Corporate Governance, as pidaninder SEC rules and regulations.

79




Table of Content
SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Securities Exchange Act of41@Rjuires our directors, executive officers, aatspns or entities who own more
than ten percent of our common stock, to file wiita SEC reports of beneficial ownership and chaigbsneficial ownership of our common
stock. Those directors, officers, and stockholdeesrequired by regulations to furnish us withiesf all forms they file under Section 16(
Based solely upon a review of the copies of supbnts furnished to us and written representatioms fsuch directors, officers, and
stockholders, we believe that all such reportsirequo be filed during 2014 were filed on a timebsis.

Item 11.Executive Compensatior
Compensation Discussion and Analysis

This Compensation Discussion and Analysis is desigo provide stockholders with an understandingusfcompensation philosof
and objectives as well as the analysis that weopmdd in setting executive compensation. It disesisthe Compensation Committee’
determination of how and why, in addition to whaampensation actions were taken during the lasalfigear for each person serving as
chief executive officer and our chief financial ioffr during 2014, and the three other most higlisgensated executive officers who v
serving as such at the end of 2014.

Our named executive officers for fiscal year 20&tevChristopher J. Calhoun, our former Chief ExgeuDfficer (retired July 2014);
Marc H. Hedrick, our President and Chief Executdfécer; Mark E. Saad, our former Chief Financidfi€er (resigned August 2014); Tiago
Girdo, our current Financial Officer (joined ther@many in September 2014); Steven Kesten, our Execuice President and Chief Medical
Officer; and Clyde W. Shores, our former Executitiee President Marketing & Sales (resigned Novenifdrd), and Seijiro Shirahama, our
President of AsiaPacific.

These individuals are collectively referred to mistdiscussion as the “named executive officdretause they are named in
compensation tables included in this FormKLOnvestors are encouraged to read this discussi@onjunction with the compensation tal
and related notes, which include more detailedrinfdion about the compensation of the named exexuafificers for 2014 as well as pr
years.

Compensation Philosophy for the Named Executive Officers

The Companys compensation programs for our officers are eistadodl by the Compensation Committee of the Boardictors (th
Committee). The Committee believes that our comgigms policy should align the financial interestfsaur executives with those of ¢
stockholders. A key to creating this alignmentlecpng a substantial amount of executive compeoisait risk based upon both the shery
and long-term performance of the Company, whilealisaging any short-sighted riskking behavior. The Committee also seeks to mia
compensation programs that will retain the exeestiwe have, and attract the executives we may need.

Executive Compensation

In the process of determining compensation formamed executive officers (NEOs), the Committee iclans the current financ
position of the Company, the strategic goals of @wmmpany and the performance of our executives. Chmmittee also benchmarks
various components (described below) of our comgtéms program for executives to compensation pgicdbtiner public companies in ¢
defined peer group, compensation data from Rad&othal Life Sciences Survey, historical review dfexecutive officer compensation, ¢
recommendations from our CEO (other than for his ealary). From time to time the Committee engdlyeservices of outside compensa
consultants. The Committee has the sole autharigetect, compensate and terminate its externé@sv

The Committee utilizes the following componentofmpensation (described further below) to strikeappropriate balance betwe
promoting sustainable and excellent performancedismburaging any inappropriate short-sighted téng behavior:

. Base Salary;

80




Table of Content

Annual short-term performance—based cash incenfiMes Executive Management Incentive Compensatian)P
Long-term equity compensation in the form of St@iions;

Short-term equity compensation in the potentiaif®@las allowed by our respective 2004 Equity Ineenfllan and 2014
Equity Incentive Plan, including time, and perfeumse vested restricted stock awards or u

Personal benefits and perquisites; and

Change in control and severance agreements.

Base Salary

In determining base salary for our executives tben@ittee considers the factors mentioned abovebasg salaries are also desic
to account for internal equity, length and deptlexjierience and the complexity and importance lesrand responsibilities.

In October, 2013, the Committee approved the engageof Barney & Barney LLC as compensation comasidt. Their engagement
was specifically to review the Company’s peer grand to provide recommendations to strengthen ¢lee group used for market assessment
of compensation. A prospective list of potentiaépeompanies was generated and along with therduysesr list; all were assessed for
appropriateness of inclusion based on: industriosestage of commercialization; location; compaeyenue; market capitalization; and
number of employees. Based on a result of thisyaisalthe Committee resolved to adopt the peermasushown in the table below.

Company Market Capitalization as of October 14, 2013
Arena Pharmaceuticals $953.8 Million
Athersys $109.5 Million
AVEO Pharmaceuticals $110.6 Million
BioCryst Pharmaceuticals $386.6 Million
Cell Therapeutics $218.9 Million
Cytokinetics $206.6 Million
Dyax $718.4 Million
Dynavax Technologies $214.2 Million
Geron $396.2 Million
Hansen Medical $138.2 Million
Immunomedics $448.7 Million
Ligand Pharmaceuticals $971.3 Million
NeoStem $188.1 Million
Neurocrine Biosciences $688.7 Million
Novavax $627.4 Million
Osiris Therapeutics $594.2 Million
Pain Therapeutics $126.3 Million
Peregrine Pharmaceuticals $222.2 Million
Rigel Pharmaceutics $296.4 Million
Sangamo BioSciences $605.5 Million
Solta Medical $170.7 Million
StemCells $59.1 Million
Ziopharm Oncology $375.9 Million
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Also in October 2013, the Committee benchmarkedh ea@cutives base salary and target bonus to the comparablgégns in thi
2013 Radford Global Life Sciences Survey, genetalfgeting the 50 — 60" percentile and the base salary and bonus of thévepmfficers
was also benchmarked against compensation in oar g@mpanies. The Committee additionally reviewedheexecutives year to da
performance progress in relation to the 2013 Exeeu¥lanagement Incentive Compensation Plan (seadudiscussion below), the sal
history for each of the executives, and Mr.ChrikgpCalhours (our former CEO) recommendations for compensdtioeach of the office
of the Company below the level of the top threecetiges (CEO, President, CFO). Based on the Coteastreview of the various factc
mentioned above, the Committee chose not to adfjgstbase salaries of the executives, and their balseies remained as follows: |
Calhoun at $467,900; Dr. Hedrick at $406,628 (whealary was increased to $450,000 in April 2014rupis appointment to CEO); Mr. S¢
at $389,917; Mr. Shores at $334,750; and Dr. Keate$400,000. In September 2014, Mr. Girédo joirteel Company as Vice Presiden
Finance and Chief Financial Officer. Mr. Girdo'¢esg was set at $240,000.

In October 2014, the Committee approved the engageof Barney & Barney LLC to review the Compangéer group and to
provide recommendations to strengthen the peempguead for market assessment of compensation. gppobive list of potential peer
companies was generated and along with the cupemntlist; all were assessed for appropriatenesehfsion based on: industry sector;
developmental stage; location; and company revanaeket capitalization, and number of employeeseflaon a result of this analysis, the
Committee resolved to adopt the peer group as slwwhe table below.

Company Market Capitalization as of September 18, 2014
Aastrom Biosciences $21.5 Million
Arqule $72.8 Million
Athersys $112.1 Million
AVEO Pharmaceuticals $61.7 Million
CTI Biopharma $400.3 Million
Cytokinetics $141.7 Million
Dynavax Technologies $357.5 Million
Fibrocell Science $111.5 Million
Geron $362.4 Million
Hansen Medical $138 Million
Immunomedics $302.6 Million
NeoStem $183.3 Million
Neuralstem $283.1 Million
Osiris Therapeutics $451.2Million
Pain Therapeutics $173.9 Million
Peregrine Pharmaceuticals $251.3 Million
Rigel Pharmaceuticals $196.7 Million
Senomyx $378.2 Million
StemCells $97.5 Million
Stereotaxis $49.8 Million
Verastem $248.6 Million
Vical $102.8 Million
Ziopharm Oncology $300.2 Million
Zogenix $170.7 Million
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After review of the benchmark data, discussionaufreexecutive’s performance, with input from Mrlt@an (except for his own
performance), the Committee decided to make nosttjents to base salaries or target bonus percentage

2014 Base Salary Target Bonus %
$406,628 (increased to $450,000 upon appoint 40% (Increased to 45%
Dr. Hedrick to CEO in April 2014) upon appointment to CE(
Mr. Giréo $ 240,00( 30%
Dr. Kesten $ 400,00( 25%
Mr. Shirahamd $ 366,97¢ 25 %
Mr. Shoreg? $ 329,46¢ 30%
Mr. Calhoun® $ 467,90(C 50 %
Mr. Saad® $ 389,917 35%
(1) Mr. Shiraham’s salary is in Japanese Yen. His base salary alaglated using the average exchange rate oveethe
(2) Mr. Shores resigned from the Company effective Maver 2014
3) Mr. Calhoun retired as Chief Executive Offiedfective April 2, 2014 and agreed to serve as MargDirector for a
transition period beginning April 2, 2014 throughyJdl, 2014 to facilitate the orderly transfer e§ponsibilities
(4) Mr. Saad resigned from the Company effective Aug0dt4.

Executive Management Incentive Compensation Plan

Our Compensation Committee adopted the Cytori Tgerics Executive Management Incentive Compensdtian (the EMIC) t
increase the performance-based component of owugxes’ compensation by linking their bonus payments taeaament of shorter ter
performance goals. Target bonuses are reviewedadprand established as a percentage of the exetuthase salary, generally based t
seniority of the officer and targeted at or near thedian of the peer group and survey data descdbeve. Each year the Commi
establishes corporate and individual objectives sgpective target percentages, taking into acceeoammendations from the CEO a
relates to executive positions other than the GE€®@mpensation. Objectives for Dr. Hedrick werebsethe Committee in 2014 to align w
the overall corporate objectives. After fiscal yead the CEO provided the Committee with a writtealeation showing actual performanct
compared to the objectives, and the Committee tisas information, along with the overall corporagierformance, to determine w
percentage of each executisddonus target will be paid out as a bonus for yleatr. Overall, we attempt to set the corporate iadtvidual
functional goals to be highly challenging yet attdile. Our corporate financial objectives are idezhto be more difficult to achieve than
actual expected results, such that their attainnventd require exceptional performance and dedicatiom our management team.

For 2014, the general corporate objectives werergened by the Committee to account for 100% ofdhgectives for Dr. Hedric
and weight of 50% of the overall target bonus antefor each of our other named executive officBrse general Company objectives wer
follows:

o Financial Objective
0 Manage operating loss to specified objecti
o0 Achieve 2014 year end cash objecti

o Clinical Development Objective
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0 Complete ATHENA | and ATHENA Il trial and enrolimeabjectives
o ldentify new pipeline opportunities with developrherans and budget for project initiation readyyearend
o Complete clinical partnership trial objectiv

o Government Contracting and Development Object
o Transfer specified manufacturing to EU facil
o0 Obtain BARDA funding to specified targe

0 Business Development Objectiv

0 Bring licensing opportunity to ter-sheet

o Obtain certificate of foreign governments and CF&#ss 1 approve
0 Research Sales and Market

o Achieve specified product revenue targ

o Develop operating plans for regional profitability2015.

The individual following named executive officerebjectives expanded upon their particular functionthe overall corpora
objectives and were to be weighted as 50% of tiesjpective target bonus amounts.

Mr. Saad’s individual objectives included:
« Corporate cash burn reduction objectives
« Capitalization objectives
« Cash deal objectives
« Investor relations objectives
« Vendor cost reduction targets
« Finance and accounting process improvement obgstiv
« Compliance and reporting objectives
« Bringing at least one substantive partnershipt® dtage discussion

Dr. Kesten’s individual objectives included:
« Enrollment and/or Initiation goals for ATHENA | & PHENA II, Development of new pipeline indications
« Business development objectives

Mr. Shores’ individual objectives included:
- Revenue goal to specified targets
« Achieve overall gross margin and consumable utibreobjectives
e Development of new pipeline indications

Mr. Shirahama'’s individual objectives included:
« Achieve research sales and operational profitgtmlifjectives
« Achieve business development deal objectives
« Regulatory and clinical objectives

Mr. Girdo joined the company in September 2014thod did not participate in the formal 2014 EMI@rpl
The 2014 target bonus as a percentage of annualsadery for each named executive officer was: 4&®r. Hedrick; 25% for D
Kesten; and 25% for Mr. Shirahama. The Committeatsi January 2015 meeting, evaluated our progre2914 as compared to overall

corporate objectives in the 2014 EMIC Plan descdribbove. The Committee evaluated the overall resntl then evaluated the progres
each executive officer towards their own functioolajectives and the results are tabulated in thie taelow:
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Target

Bonus as a
Officer and Position % of Salary
Marc H. Hedrick,
President & CEC 45%
Tiago M. Girdo®
Chief Financial Office 30%
Steven Kesten
Executive Vice President & Chief Medical Offic 25%
Seijiro Shiraham#&)
Presider- Asia Pacific 25%
Clyde Shores®
Former Executive Vice President Marketing & St N/A
Christopher J. Calhouff)
Former Chief Executive Office N/A
Mark Saad®
Former Chief Financial Office N/A

1)
(2)

(3)
(4)
(5)
(6)

% of Target
Bonus
Awarded

90%
33%
63.8%
55%
N/A
N/A

N/A

Bonus
Amount of
Awarded as 2014 Bonus
a % of P
Paid in 2015
Salary 6)
40.5% $ 182,25(
9.¢% $ 25,00(
15.%% $ 63,75(
13.¢% $ 50,46(
N/A N/A
N/A N/A
N/A N/A

Mr. Girdo did not formally participate in th@24 EMIC program, but the Committee, in its discretawarded Mr. Girdo a

$25,000 bonus

Mr. Shirahama bonus was determined by the Committee as 13.88is diase salary in US Dollars using the 2014 ge=emnua

foreign exchange rat

Mr. Shores resigned from the Company effective Mawver 2014, therefore his EMIC bonus determinatsomat applicable

Mr. Calhoun retired as Chief Executive Officer effee April 2, 2014 , therefore his EMIC determiioatbonus is not applicabl
Mr. Saad resigned from the Company effective Au@@4t#, therefore his EMIC bonus determination isapplicable

The 2014 bonus has not been paid as of Februai302%, The bonus will be paid in quarterly instahts starting April 1, 201!

Long-Term Equity Compensation

We designed our lonterm equity grant program to further align the iagts of our executives with those of our stockérddand t

reward the executives’ longer-term performancetdiisally, the Committee has granted individualioptgrant awards, although from time-to-
time, to further increase the emphasis on compiemstied to performance, the Committee may graheoequity awards as allowed by ei
the 2004 Equity Incentive Plan or the 2014 Equitgeintive Plan. The Committee grants stock opticestricted stock, or restricted stock u
based on its judgment as to whether the completgeasation packages to our executives, includifgg pguity awards, are sufficient to ret
and incentivize the executives and whether thetghaalance long-term vs. shaetrm compensation. The Committee also consider®weenal
performance as well as the individual performanfceach NEO, and the potential dilutive effect dftrested stock awards, and the dilutive
overhang effect of the option grant awards, andmeuendations from the CEO (other than with respettis own option grants or restric

stock awards).
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Our customary practice is to grant long-term equibmpensation to the executives at the regulscheduled Compensat
Committee meeting in the first quarter of the yearas executive new hires are made or promotioastgd. The Compensation Commi
meeting dates are not related to dates for rele§€®ompany information. Stock options are grantdthan exercise price equal to the
market value of our Common Stock on the date ofitgaad restricted stock is awarded at the fair etavialue on the date of award. In A
2014, the Committee granted the following stockaps to the NEOs:

Stock options at
Officer fair market value ($ 2.38
Dr. Hedrick 285,00(
Dr. Kesten 140,00(
Mr. Shirahama 100,00(
Mr. Shoreg? 120,00(
Mr. Saad®? 170,00(

(1) Mr. Shores resigned from the Company effective Maver 2014, therefore his EMIC bonus determinatsomait applicable
(2) Mr. Saad resigned as CFO in August 2(

Stock options are granted with an exercise priagk the fair market value of our Common Stocktlos date of grant and restric
stock is awarded at the fair market value on the ddaward. In August 2014, the Committee grarnhedfollowing stock options as part ¢
one-time special grant to the NEOSs:

Stock options at
Officer fair market value($ 1.40
Dr. Hedrick 100,00(
Dr. Kesten 90,00(
Mr. Shirahama 50,00(
Mr. Shoreg? 50,00(

(1) Mr. Shores resigned from the Company effective Maver 2014, therefore his EMIC bonus determinatsomait applicable

When Mr. Girdo joined the Company in September 20&4vas granted 150,000 options at fair marketevé$1.36) on September 2,
2014, which would vest 1/48th each month thereaftgbject to a one year cliff from his date okhir

These grants represented an increase over 2018 grafiecting our increased focus on optlmased compensation at above
market value. You can find more information regagdihese grants by referring to our Grants of Barsed Awards table on page 91.

Short-Term Equity Compensation
No short term equity was granted to Executivesscal year 2013 or 201

Personal Benefits and Perquisites

All of our executives are eligible to participate dur employee benefit plans, including medicahtdk vision, life insurance, short-
term and longerm disability insurance, flexible spending acasud01(k), and Employee Stock Purchase PrograrPRESThese plans ¢
available to all fulltime employees. In keeping with our philosophy toyide total compensation that is competitive witbiur industry w
offer limited personal benefits and perquisitegxecutive officers that include supplemental léegn disability insurance. We also provide

supplemental life insurance policy for Dr. Hedrickou can find more information on the amounts pimid these perquisites in our 2(
Summary Compensation Table.
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Company Acquisition / Post-Termination Compensation

The Company has entered into individual changeouitrol agreements (the CIC Agreements) with Drdtitk, Mr. Girdo, Dt
Kesten, and Mr. Shirahama. The CIC Agreements geofar certain severance benefits to be paid th eathese executives in the event of
involuntary termination without cause, or due te #xecutive’s resignation for good reason (inclgdime Company material breach of
obligations, material reduction in duties, respbitisies, compensation or benefits, or relocatighnhore than 30 miles without prior conse
provided such termination or resignation occursannection with an acquisition of the Company. Ugaoh termination or resignation in
event of an acquisition, Dr. Hedrick would receavuimp sum payment of 18 times his monthly basargaand 18 times his monthly COBI
payments, and Mr. Girdo, Dr. Kesten, and Mr. Skiarah would each receive a lump sum payment of 1@stitheir monthly base salary, anc
times their monthly COBRA payments. Notwithstandthg foregoing, these executiveshployment may be terminated for cause (inclu
extended disability, repudiation of the CIC Agreameonviction of a plea of no contest to certaiimes or misdemeanors, negligence
materially harms the company, failure to performtemial duties without cure, drug or alcohol uset timaterially interferes with performan
and chronic unpermitted absence) without triggeengbligation for the Company to pay severancetisrunder the CIC Agreements.

In addition, under the CIC Agreements, any unvestedk options granted to each of the above namecdutive officers would vest
full upon (1) the date of the executigefermination under the circumstances describedeafallowing entry into an acquisition agreen
(subject to the actual consummation of the acqoigitor (2) consummation of an acquisition.

In all events, each executigeéntitlement to the benefits described above figsessly conditioned upon his execution and delive
the Company of a CIC Agreement and General Relefaslaims, in the form to be attached to the ClGe&gnent.

The executives may voluntarily terminate their esypient with the Company at any time. If they voarily terminate the
employment, they will receive payment for any edraed unpaid base salary as of the date of sunfirtaetion; accrued but unused vaca
time; and benefits they are entitled to receiveeunoenefit plans of the Company, less standardhwitlings for tax and social secu
purposes, through the termination date.

2014 Summary Compensation Table

The following table sets forth information concermpicompensation earned for services rendered Ity tiee NEOS:

(@) (b) (©) (d) (e) M (9) (h)
Non-
Equity
Incentive All Other
Stock Option Plan Comp-

Name and Principal Position Year Salary Awards ¥ Awards @ Comp. ® ensation Total
Marc H. Hedrick, President and Ct 201< $ 437,35( — $ 554300 $ 182,25 —® $1,173,90
Executive Officer (PEQ 201% $ 406,62 — $ 465,86¢ $ 89,13: —® $ 961,62

201z $ 406,62 $ 212,7642$ 241,99 $ 76,44 —® ¢ 937,83@
Tiago M. Girdo, 2014 $ 79,08( — % 137,56: $ 50,00(® — $ 266,64:
VP of Finance and Chief Financ 201z — — — — — —
Officer (PFO)* 2012 — — — — — —
Steven Kesten, M.D., Executive Vi 201< $ 400,00( — $ 31088 $ 63,75( —@) § 774,63t
President and Chief Medical Offic 201: $ 333,33: — $ 27117 $ 113,88 $ 68,401® $ 786,78
2012 — — — — — —
Seijiro Shirahama, 2014 $ 366,97 — $ 20857¢ $ 50,46( —% ¢ 626,01
Presider- Asia Pacific 201% $ 371,80(" — $ 211,75¢ % 24,52¢ —® $ 608,09
2012 $ 454,43 $ 178,272 $ 84,17: $ 82,84 —@ § 779,72
Clyde W. Shores, 201< $ 302,01 — $ 240,840 — $  25348%g 568,20
Former Executive Vice President 2017 $ 329,46¢ — $ 25411 $ 25237 $  3500"”$ 643,81
Marketing & Sale<® 2012 $329,46¢ $ 178,272 $ 84,17: $ 65,27¢ $ 44,400 ¢ 701,59¢
Christopher J. Calhoun, Forrr 201¢ $ 427,40t — — — $ 129,57 $ 556,98:
Chief Executive Office(® 2012 $ 467,901 — $ 63527t $ 82,467 —® $1,185,64.
201z $467,900 $ 293,26(12$  483,99¢ $ 109,95¢ —® $1,355,11®
Mark E. Saad 201< $ 304,43: — $ 274,314 — —® $ 578,74
Former Chief Financial Office#” 201% $ 389,91 — $ 38116 $  3566( — g 806,74:
2012 $389,91° $ 184,042 $ 84,17: $ 64,14: —® § 722,27©
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(1)

(2)

3)

(4)
(5)
(6)
(7)

(8)
(9)
(10)

(11)

(12)

(13)

(14)

(15)

(16)

This column represents the dollar amount ofafpgregate grant date fair value of stock awamispeited in accordance with FASB
ASC Topic 718. For information relating to the asgtions made by us in valuing the stock awards ntader named executive
officers in 2015, refer to Note 16 to our auditedsolidated financial statemen

This column represents the dollar amount ofathygregate grant date fair value of awards, contputaccordance with FASB ASC
Topic 718. For information relating to the assumipsi made by us in valuing the option awards madeitmamed executive officers
in 2015, refer to Note 16 to our audited consoéddtnancial statement

The amounts in column (f) reflect the cash alsamder our EMIC Plan, which is discussed inhfeirtdetail in the CD&A under the
heading“2015 NEO Compensatic— Executive Management Incentive Compensation .”

Dollar value of the Named Executive Offi’s perquisites and other personal benefits wadhess$10,000 for the year report:
Includes sig-on bonus ($25,000
All Other Compensation for Dr. Kesten who was hi2é26/2013 includes a relocation allowance ($68)4

We pay Mr. Shirahama in Japanese Yen. Durfi222013, and 2014 his salary was recorded avbege exchange rate over the
year.

Includes the value of RSA grants that did not wreshe timeframe required by the grants and theesferminated in their entiret
Mr. Shores resigned from the Company effective Maver 2014

All Other Compensation for Mr. Shores includcation allowance ($44,400) for 2012, additiorddcation allowance ($35,000) for
2013 and severance ($24,344) for 2(

Options awards were cancelled due to resigna

On January 26, 2012, the Compensation Conmemtented Restricted Stock Awards as well as Redoce based RSAs with
performance vesting requirement. In 2013, the Gamaption Committee determined that one of the pmdace milestones was
achieved and authorized to continue vesting theeshallocated to this milestone. The Compensa&iommittee used its discretion to
continue vesting a portion of the awards allocatetthe milestones that were not achieved by Dece®he2012

Mr. Calhoun retired as Chief Executive Offiediective April 2, 2014 and agreed to serve as agamg Director for a transition period
beginning April 2, 2014 through July 1, 2014 toilitate the orderly transfer of responsibilitiesof July 2, 2014 to September 29,
2014 Mr. Calhoun continued as a -Board member Management Director with select Bissirigevelopment responsibilitie

All Other Compensation for Mr. Calhoun severanc81i19,576 for 201«

Mr. Saad resigned as CFO in August 2014, and3tao joined the Company as Vice President Firata Chief Financial Officer in
September 201+

Mr. Saad entered into a consulting serviceseagent on August 13, 2014. This agreement fod&i#®,000 vested options and
185,000 unvested options. The remaining unvestédrepcontinued to vest for the duration of thetcact services; the remaining
vested options continue to remain eligible for eisa. The fair value was decreased from $1.6D1005due to option modification
revaluation at date of terminatic
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2014 Grants of Plan-Based Awards

The following table sets forth information regamgligrants of stock and option awards made to ourédbExecutive Officers during fiscal

2014:

(@)

Named Officers

Marc H. Hedrick,
President and Chief
Executive Officel

Tiago M. Giréo ,

VP of Finance Chief
Financial Officer
Steven Kesten, M.D.

Executive Vice
President and Chie
Medical Officer
Seijiro Shirahama,
Presider- Asia Pacifi
Clyde W. Shores,
Former Executive
Vice President
Marketing & Sales
(4)
Christopher J.
Calhoun, Former
Chief Executive
Officer ®
Mark E. Saad,
Former Chief
Financial Officer®

(b)

Grant
Date

04/11/201.
08/21/201.

09/02/201.

04/11/201.
08/21/201.

04/11/201.
08/21/201.
04/11/201.
08/21/201.

04/11/201.

(c-e)

Estimated Future Payouts Undet
Non-Equity Incentive Plan Awards

1)

Thre-
shold

3)

Target
)

$ 202,50(

$ 78,00(

$ 100,00(

$ 91,74%

Maxi-
mum

)

®
All Other
Stock
Awards:
Number
of Shares
of Stock
or Units

(#)

(9)
All Other

Option
Awards:
Number of
Securities
Underlying
Options

#)

285,00(
100,00(

150,00(

140,00(
90,00(

100,00(
50,00(
120,00(
50,00(

170,00(

(h) (i)

Exercise
or Base Market Value of
Price of Price on  Stock and
Option Date of Option
Awards Grant Awards

($/Sh) ($/Sh) %@

8 &BH

& H B PH

2.3¢
1.4C

& &BH

1.3t $

23t %
1.4C $

2.3¢
1.4C
2.3¢
1.4C

&8 H B

23t %

0]
Full
Grant
Date Fair

2.3¢
1.4C

459,88!
94,42:

&+ A

1.3¢ $ 137,56:

2.3¢
1.4C

225,90t
84,97¢

&+ A

2.3¢
1.4C
2.3¢
1.4C

161,36:
47,21(
193,63t
47,21

A H P

2.3t $ 274,31

(1) Amountsreported represent the target cash bonus amouwttedhld have been earned under the EMIC, as thesctinder the headi
Compensation Discussion & Analy- Executive Compensati” above.

(2) Computed in accordance with FASB ASC Topic Réfer to Note 16 to our audited consolidated fai@rstatements regarding
assumptions underlying valuation of equity awa

(3) Mr. Shirahama’s Estimated Future Payouts Unter-Equity Incentive Plan Awards is based in USI&wslusing the 2014 average

annual foreign exchange ra
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(4) Mr. Shores resigned from the Company effective Maver 2014

(5) Mr. Calhoun retired as Chief Executive Offiedfective April 2, 2014 and agreed to serve as MarmgaDirector for a transition period
beginning April 2, 2014 through July 1, 2014 toilitate the orderly transfer of responsibiliti¢

(6) Mr. Saad resigned from the Company effective Augadi4.
Narrative Disclosure to Summary Compensation Tabk Grants of Plan-Based Awards Table

The stock options granted to the NEOs in April 20&%e an exercise price of $ 2.38 and $1.40h@options granted in August
2014. Exercise prices for the options grantedpnil2014 and August 2014 are determined by theic@psale price of the Company’s
common stock on NASDAQ on the date of grant. ThelA®914 option awards have a contractual termeofytears and vest in equal monthly
installments over a period of four years, subjedhe NEO'’s continued service to the Company. Thgust 2014 option awards have a
contractual term of ten years and vest over teary, with 50% cliff-vesting on August 21, 2015 &fd6 vesting on August 21, 2016, subject
to remaining an employee of the Company.

Outstanding Equity Awards at December 31, 2014

The following table sets forth information regamglioutstanding equity awards held by our Named Bikez®fficers as of December
31, 2014.

Option Awards Stock Awards
Name Option Grant Number Number of Option Option Ex- Number Market
Date® of Securities Exercise piration of Shares Value of
Securities Underlying Price Date or Units Shares or
Underlying Unexercised %) of Stock Units of
Unexercised Options That Stock
Options (#) Un- Have That
# Exercisableé? Not Have Not
Exercisable Vested Vested
#) (%)
Marc H. Hedrick, 2/2/200: 70,00( — $3.17 2/2/201¢ — —
President and 1/24/2001 70,00( — $7.02 1/24/2011 — —
Chief Executive 2/26/200° 50,00( — $5.4¢ 2/26/201 — —
Officer 1/31/2001 60,00( — $5.1¢ 1/31/201! — —
1/29/200! 75,00( — $4.8( 1/29/201! — —
2/5/201( 110,00 — $6.71 2/5/202( — —
1/27/201.: 53,85 1,147 $5.57 1/27/202: — —
1/26/201. 83,85/ 31,14¢ $3.4¢ 1/26/202. — —
1/31/201: 87,841 95,48¢ $2.7¢ 1/31/202. — —
1/31/201: 43,92 47,84 $5.0( 1/31/202. — —
4/11/201: 47,50( 237,50( $2.3¢ 4/11/202: — —
8/21/201. — 100,00C¢® $1.4( 8/21/202- — —
Tiago M. Girdo 9/2/201+ — 150,00( $1.3¢ 9/2/202¢ — —
VP of Finance
Chief Financial
Officer
Steven Kesten, 1/31/201: 72,35¢ 78,64¢ $2.7¢ 1/31/202. — —
M.D., Executive 4/11/201- 23,33 116,66 $2.3¢ 4/11/202- — —
Vice President ar 8/21/201. — 90,0000 $1.4( 8/21/202: — —
Chief Medical
Officer
Seijiro Shirahams 2/2/200: 35,00( — $3.12 2/2/201¢ — —
President- Asia 12/08/200! 50,00( — $6.8¢ 12/08/201! — —
Pacific 1/24/2001 35,00( — $7.0¢ 1/24/2011 — —
2/26/200° 30,00( — $5.4¢ 2/26/201 — —
11/15/200 25,00( — $5.3¢ 11/15/201 — —
1/31/200:! 55,00( — $5.1¢ 1/31/201! — —
1/29/200! 65,00( — $4.8( 1/29/201! — —
2/5/201( 95,00( — $6.71 2/5/202( — —
1/27/201. 46,51( 99C $5.57 1/27/202: — —
1/26/201. 29,16° 10,83 $3.4¢ 1/26/202. — —
1/31/201: 39,93( 43,40 $2.7¢ 1/31/202. — —
1/31/201: 19,96: 21,70: $5.0( 1/31/202. — —
4/11/201- 16,66" 83,33: $2.3¢ 4/11/202- — —
8/21/201. 50,0000 $1.4( 8/21/202 — —

Clyde W. Shores 5/19/201. 72,18’ — $5.37 5/19/202: — —



Former Executive
Vice President
Marketing & Sale
®)

Christopher J.
Calhoun,

Former Chief

Executive Officer
@

Mark E. Saad,
Chief Former

Financial Officer
®)

1/26/201:
1/31/201:
1/31/201:
4/11/201.

2/2/200¢
1/24/2001
2/26/200°
1/31/200t
1/29/200!

2/5/201(
1/27/201.
1/26/201.
1/31/201:
1/31/201:
1/24/200!
2/26/200°
1/31/200t
1/29/200!
1/27/201.:
1/26/201.:
1/31/201:
1/31/201:
4/11/201-

28,33:
43,75(
21,87¢
17,50(
100,00(
100,00(
70,00(
85,00(
100,00(
150,00(
67,18¢
148,54.
250,00(
49,47¢
70,00(
50,00(
55,00(
70,00(
48,95¢
29,167
71,87¢
35,931
28,33:

1,042
10,83
78,12¢
39,06

141,66°

90

$3.4¢
$2.7¢
$5.0(
$2.3¢
$3.12
$7.0¢
$5.4¢
$5.1¢
$4.8(
$6.71
$5.57
$3.4¢
$2.7¢
$5.0(
$7.0¢
$5.4¢
$5.1¢
$4.8(
$5.57
$3.4¢
$2.7¢
$5.0(
$2.3¢

1/26/202.
1/31/202.
1/31/202.
4/11/202.

2/2/201¢
1/24/2011
2/26/201
1/31/201!
1/29/201!

2/5/202(
1/27/202:
1/26/202.
1/31/202.
1/31/202.
1/24/2011
2/26/201
1/31/201!
1/29/201!
1/27/202:
1/26/202.
1/31/202.
1/31/202.
4/11/202-
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(1)
(2)

(3)
(4)

()

(6)

For a better understanding of this table, we hagkided an additional column showing the grant datbe stock options

Generally, awards issued under the 1997 or plfds are subject to four-year vesting, and hasent&ractual term of 10 years.
Awards presented in this table contain one of thiewing two vesting provisions

« 25% of a granted award vests after one year ofceerwhile an additional 1/48 of the award vestghatend of each month
thereafter for 36 months,

« 1/48 of the award vests at the end of each morgh @¥our-year period.
Mr. Shores resigned from the Company effective Maver 2014

Mr. Calhoun retired as Chief Executive Offiedfective April 2, 2014 and agreed to serve as MarmgaDirector for a transition period
beginning April 2, 2014 through July 1, 2014 toilitate the orderly transfer of responsibiliti¢

Mr. Saad resigned from the Company effectivgudat 2014, per his separation agreement his optidhsontinue to vest 12 months
after resignation dat

The August 2014 grant schedule is, 50% of g@uatvard vests after one year of service and t#iaual 50% on the second
anniversary of the grar
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2014 Option Exercises and Stock Vested

The following table sets forth information regamlioptions exercised and shares of common stockrachupon vesting by our
Named Executive Officers during the fiscal endeddmeber 31, 201«

(a) (b) (©) (d) (e)
Option Awards Stock Awards
Number of Number of
Shares Value Shares Value
Acquired on Realized on  Acquired on Realized on
Exercise Exercise Vesting Vesting
Name #) (%) (#)(1) (%)
Marc H. Hedrick,
President & Chief Executive Offic — — 21,370 % 62,62

Tiago M. Giréo ,
VP of Finance Chief Financial Offic — — — —
Steven Kesten, M.D., Executive Vice President ah@&{C

Medical Officer — — _ _
Seijiro Shirahama,
Presider- Asia Pacific — — _ _
Clyde W. Shores,

Former Executive Vice President Marketing & S«®) — — 18,45¢ $ 54,08:
Christopher J. Calhoun,

Former Chief Executive Office*) — — 29,14t $ 85,39¢
Mark E. Saad,

Former Chief Financial Office®) — — 19,43( $ 56,93(

(1) Represents time based restricted stock awardselstéd on January 10, 20:

(2) The fair market value on January 10, 2014 wa93% Computed in accordance with FASB ASC Topi8. Refer to Note 16 to our
audited consolidated financial statements regard#sgimptions underlying valuation of equity awa

(3) Mr. Shores resigned from the Company effective Maver 2014

(4) Mr. Calhoun retired as Chief Executive Offigdfective April 2, 2014 and agreed to serve as ManaDirector for a transition period
beginning April 2, 2014 through July 1, 2014 toifitate the orderly transfer of responsibiliti

(5) Mr. Saad resigned from the Company effectivegdgi 2014, per his separation agreement his optilhsontinue to vest 12 months
after resignation dat

Pension Benefits

We did not have a pension plan nor did we provielesppn benefits to our NEOs (or any other employéesng fiscal 2014.
Nonqualified Deferred Compensation

We did not permit compensation deferral by our NE@<any other employees) during fiscal year 2014.
Potential Payments Upon Termination or Change In Cotrol

On January 31, 2008, we entered into an individhahge of control agreement (the Agreement) withH&drick (filed as Exhibit
10.53to our Annual Report on Form KkQ-as filed with the SEC on March 14, 2008). A nagreement for Dr. Hedrick was executed on Me
11, 2015 to account for his appointment to CEOGh4, which supersedes and replaces his previoneaiggreement on January 31, 2008.
February 12, 2010, February 26, 2013, April 16,20darch 11, 2015 respectively we entered intovitllial change of control agreements

with Mr. Shirahama, Dr. Kesten, Mr. Shores and Girdo. The terms of the Agreements are describelkéifail in the section above titled,
Compensation Discussion & Analysi€empany Acquisition / Post-Termination Compensation
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The following table describes the potential payreemqton termination and/or a change in control ef@mpany for Mr. Christopher
J. Calhoun our former Chief Executive Officer:

Change in L
Control @ Term:gaﬂon
PAYMENTS DUE UPON ACQUISITION / TERMINATION ©:
Cash Severanct
Base Salar® $ — 3 129,57¢
Benefits
COBRA Premium: — 8 5,67:
Long-Term Incentives
Value of Accelerated Stock Optio® $ — 271,25(
TOTAL VALUE $ — 3 406,49!

(*) The below amounts represent the severance patgnpaid to Mr. Calhoun pursuant to his Separatigreement with the Company
executed October 22, 2014.

The following table describes the potential payrmengon termination and/or a change in control ef@ompany for Dr. Hedrick, our
President & Chief Executive Officer:

Termination
Following
Change in Change in
Control @ Control ®
PAYMENTS DUE UPON ACQUISITION / TERMINATION @
Cash Severanct
Base Salar® $ — 675,00(
Benefits
COBRA Premium: — 8 33,70:
Long-Term Incentives
Value of Accelerated Stock Optio® $ — 8 —
TOTAL VALUE $ — $ 708,70:

The following table describes the potential payreemton termination and/or a change in control ef@mpany for Mr. Saad, our
former CFO:

Change in P
Control @ Term:*r;anon
PAYMENTS DUE UPON ACQUISITION / TERMINATION @
Cash Severanci
Base Salar® $ — 50,00(
Benefits
COBRA Premium: — 3 —
Long-Term Incentives
Value of Accelerated Stock Optio® $ — $ —
TOTAL VALUE $ — $ 50,00(

(*) The below amounts represent the payments paldrt Saad pursuant to his Consulting Agreemertt thie Company executed
August 13, 2014,
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The following table describes the potential payreenton termination and/or a change in control ef@empany for Dr. Kesten, our
Executive Vice President & Chief Medical Officer.

Termination
Following
Change in Change in
Control @ Control ®
PAYMENTS DUE UPON ACQUISITION / TERMINATION ©:
Cash Severanct
Base Salar® $ — 3 400,00(
Benefits
COBRA Premium: — 15,90:
Long-Term Incentives
Value of Accelerated Stock Optio®) $ — 3 —
TOTAL VALUE $ — $ 415,90:.

The following table describes the potential payraengon termination and/or a change in control ef@ompany for Mr. Shores, our
former Executive Vice President — Marketing andeSal

Change in

Termination

Control @ ™
PAYMENTS DUE UPON ACQUISITION / TERMINATION @:
Cash Severanct
Base Salar® $ — 3 25,34«
Benefits
COBRA Premium: — 3 —
Long-Term Incentives
Value of Accelerated Stock Optio® $ — 3 —
TOTAL VALUE $ — $ 25,34«

(*) The below amounts represent the severance patgnpaid to Mr. Shores pursuant to his Separatigredment with the Company
effective November 28, 2014.

The following table describes the potential payreenon termination and/or a change in control ef@mpany for Mr. Shirahama,
our President of Asia-Japan.

Termination

Following

Change in  Change in
Control @  Control ©®

PAYMENTS DUE UPON ACQUISITION / TERMINATION @:
Cash Severanct

Base Salar® $ — $ 366,97
Benefits

COBRA Premium: — N/A
Long-Term Incentives

Value of Accelerated Stock Optio® $ — $ —
TOTAL VALUE $ — $ 366,97

The following table describes the potential payraengon termination and/or a change in control ef@ompany for Mr. Girdo, our
current Chief Financial Officer.
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Termination
Following
Change in Change in
Control @ Control ®
PAYMENTS DUE UPON ACQUISITION / TERMINATION @
Cash Severanci
Base Salar® $ — 240,00(
Benefits
COBRA Premium: — 8 22,917
Long-Term Incentives
Value of Accelerated Stock Optio® $ — $ —
TOTAL VALUE $ — $ 262,91°
(1) Assumes a triggering event occurred on Decembe2@14.
(2) Based on the occurrence of a ¢ hange in coatrble Company, provided that the executive ihat time still in the service of the
Company.
3) Based on the occurrence of either actual ostroative termination without good cause in theteghof a change in control of the

Company as described in detail in the section altited, Company Acquisition/Pc-Termination Compensatic.

4 Based on the executive’s annual base salaBemember 31, 2014, which was $450,000 for Dr. Hil$400,000 for Dr. Kesten, and
$366,978 for Mr. Shirahama. The base salary for®iréo is based upon his salary as of joining ttragany in September of 201

(5) Based on the difference between the aggregateise price of all accelerated in-the-money siggfions and the aggregate market
value of the underlying shares, calculated baseti@per-share closing market price of our commookson December 31, 2014,
$0.49.

(6) Mr. Shiraham’s salary is in Japanese Yen. His base salary alaglated using the average exchange rate oveutinent year
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Director Compensation

Generally, our Board believes that the level oéclior compensation should be based on time spamirgaout Board and committee
responsibilities and be competitive with comparatgmpanies. In addition, the Board believes trgigaificant portion of director
compensation should align director interests withlbng-term interests of shareholders. The Boaakle® changes in its director compensatiol
practices only upon the recommendation of the Corsquion Committee, and following discussion andrapal by the Board.

The following table summarizes director compensatiaring fiscal year 2014.

(@) (b) (©) (d) (e)
Fees Earnec .
or Paid in Av(v)a?r?j(;qll)

Cash® Stock Awards 12) Total
Director Name @ ($) ($) $) (%)
David M. Rickey,
Chairmar $ 68,87t $ 39,8643) $ 28,01: $ $136,75:
Lloyd H. Dean(13 $ 33,62 $ 35,36i(4) $ 28,01: $  $97,00(
Richard J. Hawkin $ 50,97¢ $ 39,67¢(5) $ 28,01: $ $118,66
Paul W. Hawrar $ 63,87F $ 41,30((6) $ 28,01: $ $133,18
E. Carmack Holmes, MD(1: $ 36,75( $ 34,0547) $ 28,01 $  $98,81:
Gary A. Lyons $ 3587 $ 8,25((8) — $ $44,12
Gail K. Naughton, Ph.C $ 2537t $ 50,40((9) $ 34,03¢9) $ $109,81.
Tommy G. Thompso $ 51,43t $ 40,42¢(10) $ 28,01 $ $119,87
Ruud JP Jona(1! $ 3,08¢

Q) Mr. Calhoun and Dr. Hedrick are not includadhis table as they are employees of the Compadyeceive no extra compensation

for their services as a Director. The compensagoeived by Mr. Calhoun and Dr. Hedrick as emplsyaiethe Company is shown in
the 2014 Summary Compensation Table and the tlygiey-related tables abov

(2 In fiscal year 2014, each non-employee direstoompensation included a $6,250 quarterly retaméee of $2,000 per quarterly
meeting attended, and a fee of $1,000 per speci@ldBmeeting attended in person. Attendance epkeinic meetings was
compensated at $1,000 per meeting. Compensatiomiitee, Governance and Nominating Committee anditACommittee
members received $1,000 per meeting attended. uixkecCommittee members were exempt from receicmmgmittee fees. The
Chairman of the Board received an additional anatipénd of $25,000, the Chairman of the Audit Cattea received an additional
annual stipend of $15,000, and the Chairmen oCivapensation Committee and the Governance and NoimgnCommittee each
received an additional annual stipend of $10,0@D%k0,000, respectivel

) David M. Rickey was granted 10,550 shares sifricted stock at a fair value of $2.57, effectiveJanuary 1, 2014 with shares cliff
vesting on December 31, 2014. In addition he gvasted 5,269 shares of restricted stock at avédire of $2.42, effective on May
19, 2014 with shares cliff vesting on January 2.3ih exchange for forfeiting an amount estimatele approximately 25% of his
cash compensation for the second through fourtntepsaof 201+

(4) Lloyd H. Dean was granted 10,550 shares ofiotstl stock at a fair value of $2.57, effectiveJamuary 1, 2014 with shares cliff
vesting on December 31, 20:

(5) Richard J. Hawkins was granted 10,550 sharesstficted stock at a fair value of $2.57, effextbn January 1, 2014 with shares cliff
vesting on December 31, 2014. In addition he gvasted 5,862 shares of restricted stock at avédire of $2.42, effective on May
19, 2014 with shares cliff vesting on January 2.3ih exchange for forfeiting an amount estimatele approximately 25% of his
cash compensation for the second through fourthtepseof 201<..

(6) Paul W. Hawran was granted 10,550 shares tfatesl stock at a fair value of $2.57, effectivedanuary 1, 2014 with shares cliff
vesting on December 31, 2014. In addition he gvasted 5,191 shares of restricted stock at avédire of $2.42, effective on May
19, 2014 with shares cliff vesting on January 2,2 exchange for forfeiting an amount estimateble approximately 25% of his
cash compensation for the second through fourthtepsaof 201<..
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(7)

(8)

(9)

(10)

(11)

(12)
(13)
(14)

(15)

E. Carmack Holmes was granted 10,550 sharessticted stock at a fair value of $2.57, effegtbn January 1, 2014 with shares cliff
vesting on December 31, 20:

Gary A. Lyons was granted 3,409 shares ofintstt stock at a fair value of $2.42, effectiveMay 19, 2014 with shares cliff vesting
on January 2, 2015 in exchange for forfeiting amanmt estimated to be approximately 25% of his @ashpensation for the second
through fourth quarters of 20...

Gail K. Naughton received an initial stock adrand stock option grant upon joining the Boarce ®as granted 21,000 shares of
restricted stock at a fair value of $2.42, effeetdn July 1, 2014 with 50% of the shares cliff resbn July 1, 2015 and 50% of the
shares cliff vesting on July 1, 2016. She was algarded 21,000 options to purchase stock at adie of $1.62

Tommy G. Thompson was granted 10,550 sharesstricted stock at a fair value of $2.57, effeetbn January 1, 2014 with shares
cliff vesting on December 31, 2014. In additianvnras granted 5,501 shares of restricted stocKaat @alue of $2.42, effective on
May 19, 2014 with shares cliff vesting on Januarg2@L5 in exchange for forfeiting an amount esteddb be approximately 25% of
his cash compensation for the second through fauréinters of 201.

Column (d) represents the grant date fairevalithe option awards, computed in accordance WAtEB ASC Topic 718. For
additional information on the valuation assumptiaiith respect to the 2014 grants, refer to Notéaléur audited consolidated
financial statements regarding assumptions undeylyaluation of equity award

Directors were awarded 16,030 options to purchask it a fair value of $1.747 effective Januar2d14.

Mr. Dean resigned from our Board of Directors effifec November 1, 201

Dr. Holmes retired from the Compé’'s Board of Directors effective December 31, 2(

Mr. Jona joined the Board of Directors on JuneOL&and resigned from the Board July 15, 2(

Narrative Disclosure to the Director Compensaticable

The stock options granted to the non-employee tireén January 2014 have an exercise price of/32The exercise prices of these grants
were equal to the closing sale price of the Comjsatgmmon stock on NASDAQ on the date of granthe Bption awards have a contractual
term of 10 years and vest in equal monthly instalite over a period of two years, subject to theatiar's continued service to the Company.
To align Board compensation with that of our peeug companies, each of our non-employee diregtassalso granted 10,550 shares of
restricted stock, effective on January 1, 2014 withres cliff vesting on January 2, 2015.

REPORT OF THE COMPENSATION COMMITTEE

The Compensation Committee has reviewed and disdiks Compensation Discussion and Analysis redjliyeltem 402(b) of

Regulation S-K with management. Based on thisekgdnd discussion, the Compensation Committee neworded to the Board of Directors
that the Compensation Discussion and Analysis tleidied in the Company’s Annual Report on Form 10-K.

THE COMPENSATION COMMITTEE

Tommy G. Thompson (Chairman)
Paul W. Hawran
Gail K. Naughton, Ph.D.
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Item 12. Security Ownership of Certain Beneficial Owners andManagement and Related Stockholder Matter:
SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth information regamgliownership of our Common Stock as of February?P85 (or earlier date for
information based on filings with the SEC) by (afle person known to us to own more than 5% of thstanding shares of our Common
Stock, (b) each director and nominee for direq@rpur President & Chief Executive Officer, VPRifiance & Chief Financial Officer and
each other executive officer named in the comp@nsédbles appearing in Item 12 of this FormKL@nd (d) all directors and executive offic
as a group. The information in this table is basa@dly on statements in filings with the SEC orestteliable information. A total of
108,181,358 shares of our common stock were isanddutstanding as of February 28, 2015.

Number of
Shares of
Common Stock

Number of Subject to TofteéIhNumbefr

Shares of Options/Warran CO areg 0

Common Exercisable grgrg‘)i(r:]ial}sc Percent
Name and Address of Beneficial OwrY) StOCkQ?W”e W'th'”(go Days Owned® Ownershig
Sabby Healthcare Master Fund, Ltd.
c/o Ogier Fiduciary Services (Cayman) Limited
89 Nexus Way, Camana Bay
Grand Cayman KY1-9007
Cayman Island 9,235,67! - 9,235,67! 8.5%
Kian Thiam Lim®) 8,000,00! - 8,000,001 7.4%
Level 12, 2 Queen Stre Melbourne, Victoria 3000,Austral
BlackRock, Inc® 5,121,69: - 5,121,69; 4.7%
55 East 529Street
New York, NY 1002z
Marc H. Hedrick, MD 515,71: 778,64t 1,294,35 1.2%
Christopher J. Calhou 154,97! 1,020,20 1,175,18; 1.1%
Tiago M. Giraa 60,00( 5,00( 65,00( *
Steven Kesten, M.L - 123,45¢ 123,45¢ *
Seijiro Shirahami 48,65¢ 531,04: 579,70: *
Clyde W. Shore 38,45¢ - 38,45¢ *
Mark E. Saac 138,43( 491,87" 630,30! *
David M. Rickey 592,44 153,41: 745,85! *
Paul W. Hawrar 104,12: 165,28t 269,40t *
Richard J. Hawkin 41,92¢ 140,28t 182,21 *
Tommy Thompsol 61,20: 56,28¢ 117,48 *
Gary A. Lyons 24,40¢ 19,917 44,32¢ *
Gail Naughtor 21,00( 4,16 25,167 *
All executive officers and directors as a group)| 1,965,20 3,648,69 5,613,89! 5.C%
* Represents beneficial ownership of less than oneepe(1%) of the outstanding shares as of Febr2@y 015
(1) Unless otherwise indicated, the address of eatireofiamed individuals is c/o Cytori Therapeutiog, 13020 Callan Road, San Die

CA 92121.

(2) Unless otherwise indicated, represents sharestsfamaing common stock owned by the named parsie$ Bebruary 28, 201!
€)) Shares of common stock subject to stock optosngarrants currently exercisable or exercisabithim60 days of February 28, 2015

are deemed to be outstanding for computing thegpésige ownership of the person holding such opamasthe percentage owners
of any group of which the holder is a member, lvatreot deemed outstanding for computing the peagenof any other persc
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4 The amounts and percentages of common stodaibidly owned are reported on the basis of rejuts of the Securities and
Exchange Commission governing the determinatidmeoieficial ownership of securities. Under the rafthe Commission, a person
is deemed to be a “beneficial owner” of a secufitiiat person has or shares “voting power,” whiatiudes the power to vote or to
direct the voting of such security, or “investmpotver,” which includes the power to dispose ofmdirect the disposition of such
security. A person is also deemed to be a benkfieiner of any securities for which that person &amght to acquire beneficial
ownership within 60 day:

(5) Information reported is based on a Schedule/A3G filed with the Securities and Exchange Comsioison February 2, 2015.
According to the Schedule 13G/A, BlackRock, Incs fiasole power to vote or to direct the vote 45,742 shares; and (ii) sole
power to dispose or to direct the disposition 43,692 share:

(6) Information reported is based on a Schedule 48Bled with the Securities and Exchange Commissin February 28, 2014.
According to the Schedule 13D, Kian Thiam Lim. (ixsole power to vote or to direct the vote of MO0 shares; and (ii) sole
power to dispose or to direct the disposition 608,000 share!

@) Information reported is based on a Schedule/A3G filed with the Securities and Exchange Corsioison January 16, 2015.
According to the Schedule 13G/A, Sabby Heathcarstétd=und, Ltd. has (i) sole power to vote or teclithe vote of 9,235,675
shares; and (ii) sole power to dispose or to ditteetdisposition of 9,235,675 shar

Item 13. Certain Relationships and Related Transactions, an@®irector Independence

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
Related Party Transactions

During the fiscal year 2014 there were no rela@dyptransactions.
Procedures for Approval of Related Person Transactins

The Governance and Nominating Committee of the @8a#r Directors is responsible for reviewing and @wing most materii
transactions with related persons. However, inagercases, transactions have been approved byuth8oard of Directors, the Auc
Committee, or some other committee consisting binalependent directors, as the case may be. rergé transactions with holders of
securities covered by Item 404(a) of RegulatioK #4ll be reviewed and approved by our full Boarfllirectors, so long as none of
directors or executive officers or their family mieens have a material interest in such transacti®elated parties include any of our direc
or executive officers, certain of our stockholdansl their immediate family members. This obligati® set forth in writing in our Governar
and Nominating Committee Charter. A copy of the &oaance and Nominating Committee Charter is availab www.cytori.comunde
Investor Relations — Corporate Governance.

To identify related person transactions, each yeaisubmit and require our directors and officereamplete Director and Offic
Questionnaires identifying any transactions withrug/hich the officer or director or their familyambers have an interest. We review rel
person transactions due to the potential for alwbrdff interest. A conflict of interest occurs whan individual's private interest interferes
appears to interfere, in any way with the intere$the Company. Our Code of Business Conduct @hit&requires all directors, officers ¢
employees who may have a potential or apparenticoof interest to immediately notify our Compliean Officer or the Chairman of the Au
Committee.

We expect our directors, officers and employeesctaand make decisions that are in the Comsangst interests and encourage 1
to avoid situations which present an actual or giged conflict between our interests and their ga@nsonal interests. Exceptions are
permitted in the reasonable discretion of the Bar®irectors or the Corporate Governance and Natimig Committee, consistent with
best interests of the Company. In addition, wesatietly prohibited from extending personal lodasor guaranteeing the personal obligat
of, any director or officer.

Board Independence

The Board of Directors has determined that Mes$asvkins, Hawran, Rickey, Thompson, Lyons, and Daughton are “independent
under the rules of the NASDAQ Stock Market. Undpplecable SEC and the NASDAQ rules, the existenteestain “related person”
transactions above certain thresholds betweeneatdirand the Company are required to be disclagddoreclude a finding by the Board
the director is independent. The Board of Direcisraot able to considerDr. Hedrick, our Presid@n€CEQ, independent, as a result of
employment with us during the past three years.
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Item 14.Principal Accounting Fees and Service

Principal Accountant Fees and Services

The Audit Committee has appointed KPMG LLP as tbenBany’s independent registered public accounting fior the fiscal year

ending December 31, 2014. The Audit Committeeen@siand must pre-approve all audit and non-auditcs performed by KPMG LLP as
well as the fees charged by KPMG LLP for such smwi No fees were approved under the RegulatiérRate 2.01(c)(7)(i)(C) exception to
the pre-approval requirement. In its review of st service fees, the Audit Committee considansong other things, the possible impac
the performance of such services on the accoufitims independence.

The following table shows the aggregate fees paatorued by the Company for the audit and othetices provided by KPMG LLP

for fiscal years ended December 31, 2014 and 2013.

1)

(2)

(3)

(4)

2014 2013
Audit fees® $ 470,000 $ 664,59¢
Audit related fee® 58,00( 6,00(
Tax Feed® 56,00( 87,64(
All other fees® — —
Total $ 584,000 $ 758,23

Audit fees consist of fees for professional/gess performed by KPMG LLP for the integrated awadiour annual financial
statements (and internal control over financiabrépg) included in our Form 1B-filing and review of financial statements inclut
in our quarterly Form 10-Q filings, reviews of regjation statements and issuances of consentseamides that are normally
provided in connection with statutory and regulatiilimgs or engagement

Audit related fees consist of fees for assueaartd related services, such as comfort letterfgnpged by KPMG LLP that are
reasonably related to the performance of the aud#view of our financial statemen

Tax fees consist of fees for professional sswiperformed by KPMG LLP with respect to tax cdare, tax advice, tax consulting
and tax planning

All other fees consist of fees for other pesibte work performed by KPMG LLP that does not meith the above category
descriptions. No such fees were incurred in 201204.3.
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PART IV

Item 15.Exhibits, Financial Statement Schedule

(@) (1) Financial Statements Page
Reports of KPMG LLP, Independent Registered Pubdiicounting Firm 44
Consolidated Balance Sheets as of December 31,&01201: 46
Consolidated Statements of Operations and Compsehehoss for the years ended December 31, 20148 2Ad 201: 47
Consolidated Statements of Stockhol’ (Deficit) Equity for the years ended December 31,£2®013 and 201 48
Consolidated Statements of Cash Flows for the ymaited December 31, 2014, 2013 and 2 49
Notes to Consolidated Financial Stateme 51

@) (2 Financial Statement Schedule

SCHEDULE Il — VALUATION AND QUALIFYING ACCOUNTS
For the years ended December 31, 2014, 2013 aril 201
(in thousands of dollars)
Balance at
beginning of Additions Balance at
year (A) Deductions (B Other (C) end of year

Allowance for doubtful accoun

Year ended December 31, 2014 $ 1,44 3 1,08 $ (995) $ (1) $ 1,52¢

Year ended December 31, 2013 $ 27 $ 1,141 $ (1€) $ 422 % 1,44¢

Year ended December 31, 2012 $ 474 3% 144 $ (313 $ 27 $ 27¢

(A) Includes charges to costs and exper
(B) Includes deductions for uncollectible accounts iredge.
(C) Miscellaneous activity
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(8)(3) Exhibits

List of Exhibits required by Item 601 of RegulatiSrK. See Item 15(b) below.
(b) Exhibits

The exhibits listed in the accompanying “Exhibitiéx” are filed, furnished or incorporated by refere as part of this Annual Report, as
indicated.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regitthas duly caused this registration
statement to be signed on its behalf by the ungieesi, thereunto duly authorized.

CYTORI THERAPEUTICS, INC

By: /s/ Marc H. Hedrick, MC

Marc. H. Hedrick, MD
President & Chief Executive Offic
March 16, 201t

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

SIGNATURE TITLE DATE
/s/ David M. Rickey Chairman of the Board of Directors March 16, 2015
David M. Rickey

President & Chief Executive Officer (Principal Ex¢iwe March 16, 2015
/s/ Marc H. Hedrick, ML Officer)

Marc H. Hedrick, MD

VP of Finance and Chief Financial Officer (Princlg@nancial March 16, 2015

/sl Tiago M. Girac Officer)
Tiago M. Girda
/s/ John W. Townsen Chief Accounting Officer (Principal Accounting @#f) March 16, 2015

John W. Townsen

/s/ Paul W. Hawra Director March 16, 2015
Paul W. Hawrar

/s/ Gail K. Naughton, Phi Director March 16, 2015
Gail K. Naughton, PhI

/s/ Richard J. Hawkin Director March 16, 2015
Richard J. Hawkin

/s/ Tommy G. Thompso Director March 16, 2015
Tommy G. Thompso

/s] Gary A. Lyons Director March 16, 2015
Gary A. Lyons
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EXHIBIT INDEX

CYTORI THERAPEUTICS, INC.

EXHIBIT INDEX

Amended and Restated Loan and Security Agreemdrt diune 11

Filed
‘;‘ﬁh Incorporated by Reference
is
Exhibit Form
Number Exhibit Title 10-K Form File No. Date Filed
3.1 Composite Certificate of Incorporation. X
3.2 Amended and Restated Bylaws of Cytori Therapeuics, 10-Q 000-32501 08/14/2003
Exhibit 3.2
4.2 Form of Warrant. 8-K 00032501 03/10/2009
Exhibit 4.2
4.3 Form of Warrant to be dated February 28, 2007. 8-K 00032501 02/26/2007
Exhibit 10.4
4.4 Form of Warrant to Purchase Common Stock issuefiugust 11, 200 8-K 00032501 08/08/2008
pursuant to the Securities Purchase Agreementd datgust 7, 2008 Exhibit 10.34
by and among the Company and the Purchasers igentidn thd
signature pages thereto.
4.5 Registration Rights Agreement, dated August 7, 2098nd among th 8-K 00032501 08/08/2008
Company and the Purchasers identified on the sigag@iages thereto. Exhibit 10.35
4.6 Warrant to Purchase Common Stock issued by the @oynpn Octobe 10-K 00032501 03/06/2009
14, 2008 in favor of GE Capital Equity Investmenis,., pursuant to t Exhibit 10.61
Loan and Security Agreement dated October 14, 2008.
4.7 Warrant to Purchase Common Stock issued by the @oynpn Octobe 10-K 000-32501 03/06/2009
14, 2008 in favor of Silicon Valley Bank, pursudotthe Loan an Exhibit 10.62
Security Agreement dated October 14, 2008.
4.8 Form of Warrant to Purchase Common Stock to beetssin or abol 8-K 00032501 05/08/2009
May 11, 2009. Exhibit 10.64
4.9 Registration Rights Agreement, dated May 7, 2009,abhd amon 8-K 00032501 05/08/2009
Cytori Therapeutics, Inc. and the Purchasers ifledton the signatu Exhibit 10.65
pages thereto.
4.10 Warrant to Purchase Common Stock issued by the @oynpn June 1 8-K 001-34375 06/17/2010
2010 in favor of GE Capital Equity Investments,./noursuant to th Exhibit 10.73
Amended and Restated Loan and Security Agreemdrt diune 11
2010.
4.11 Warrant to Purchase Common Stock issued by the @oynpn June 1 8-K 001-34375 06/17/2010
2010 in favor of Silicon Valley Bank, pursuant toet Amended ar Exhibit 10.74
Restated Loan and Security Agreement dated Jun2010,
4.12 Warrant to Purchase Common Stock issued by the @oynpn June 1 8-K 001-34375 06/17/2010
2010 in favor of Oxford Financial Corporation, puast to thg Exhibit 10.75




2010.

4.13 Warrant to Purchase Common Stock issued by the @oynporn 8-K 001:-34375 09/15/2011
September 9, 2011 in favor of GE Capital Equityésivnents, Ing Exhibit 10.84
pursuant to the Amended and Restated Loan and iSeégreemen
dated September 9, 2011.

4.14 Warrant to Purchase Common Stock issued by the @oynpor 8-K 001-34375 09/15/2011
September 9, 2011 in favor of Silicon Valley Bamkrsuant to th Exhibit 10.85
Amended and Restated Loan and Security Agreemeat dzeptembd
9, 2011.

4.15 Warrant to Purchase Common Stock issued by the @oynporn 8-K 001-34375 09/15/2011
September 9, 2011 favor of Oxford Financial Corporation, pursuan Exhibit 10.86
the Amended and Restated Loan and Security Agreerdated
September 9, 2011.

4.16 Warrant to Purchase Common Stock issued by the @oynpor] 8-K 001-34375 09/15/2011
September 9, 2011 in favor of Oxford Financial Guogion, pursuant Exhibit 10.87
the Amended and Restated Loan and Security Agreerdated
September 9, 2011.

4.17 Warrant to Purchase Common Stock issued by the @oynpn June 2 10-Q 001-34375 08/09/2013
2013 in favor of Oxford Finance LLC pursuant to thean and Securif Exhibit 4.17

Agreement dated June 28, 2013.
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4.18 Warrant to Purchase Common Stock issued by the @oynpn June 2 10-Q 001-34375 08/09/2013
2013 in favor of Oxford Finance LLC pursuant to thean and Securil Exhibit 4.18
Agreement dated June 28, 2013.

4.19 Warrant to Purchase Common Stock issued by the @oynpn June 2 10-Q 001-34375 08/09/2013
2013 in favor of Oxford Finance LLC pursuant to thean and Securi Exhibit 4.19
Agreement dated June 28, 2013.

4.20 Warrant to Purchase Common Stock issued by the @oynpn June 2 10-Q 001-34375 08/09/2013
2013 in favor of Oxford Finance LLC pursuant to thean and Securi Exhibit 4.20
Agreement dated June 28, 2013.

4.21 Warrant to Purchase Common Stock issued by the @oynpn June 2 10-Q 001-34375 08/09/2013
2013 in favor of Silicon Valley Bank pursuant teethoan and Securi Exhibit 4.21
Agreement dated June 28, 2013.

4.22 Stock Purchase Agreement, effective October 293206y and betwed S-3 333-192409 11-19-2013
the Company and Lorem Vascular, Pty. Ltd.

10.1# Amended and Restated 1997 Stock Option and Stoch®se Plan. 10 000-32501 03/30/2001

Exhibit 10.1

10.1.1# |Board of Directors resolution adopted November QD& regardin 10-K 00032501 03/30/2007
determination of fair market value for stock optignant purposq Exhibit 10.10.1
(incorporated by reference to Exhibit 10.10.1 fikxiExhibit 10.10.1 {
our Form 10K Annual Report, as filed on March 30, 2007
incorporated by reference herein)

10.10# 2004 Equity Incentive Plan of Cytori Therapeutics; 8-K 00032501 08/27/2004

Exhibit 10.1

10.10.1# |Board of Directors resolution adopted November QD& regardin 10-K 00032501 03/30/2007
determination of fair market value for stock optgnant purposes. Exhibit 10.10.1

10.12# |Notice and Agreement for Stock Options Grant Pursua Cytor 10-Q 00032501 11/15/2004
Therapeutics, Inc. 1997 Stock Option and Stock age Plan Exhibit 10.19
(Nonstatutory).

10.13# |Notice and Agreement for Stock Options Grant Pursua Cytor 10-Q 00032501 11/15/2004
Therapeutics, Inc. 1997 Stock Option and Stock age Plan Exhibit 10.20
(Nonstatutory) with ClIiff.

10.14# |Notice and Agreement for Stock Options Grant Pursua Cytor 10-Q 00032501 11/15/2004
Therapeutics, Inc. 1997 Stock Option and Stock lrase Plar Exhibit 10.21
(Incentive).

10.15# |Notice and Agreement for Stock Options Grant Purst@Cytori 10-Q 00032501 11/15/2004
Therapeutics, Inc. 1997 Stock Option and Stock Irase Plan; Exhibit 10.22
(Incentive) with CIiff.

10.16# |Form of Options Exercise and Stock Purchase AgraeeRelating to 10-Q 00032501 11/15/2004
the 2004 Equity Incentive Plan. Exhibit 10.23

10.17# |Form of Notice of Stock Options Grant Relatinghe 2004 Equity 10-Q 00032501 11/15/2004
Incentive Plan. Exhibit 10.24




10.22 Common Stock Purchase Agreement dated April 285 206tween 10-Q 00032501 08/15/2005
Olympus Corporation and the Company. Exhibit 10.21

10.23 Sublease Agreement dated May 24, 2005, betweereBitmgc, Inc. an 10-Q 00032501 08/15/2005
the Company. Exhibit 10.21

10.27+ |Joint Venture Agreement dated November 4, 2005ydw Olympus 10-K 00032501 03/30/2006
Corporation and the Company. Exhibit 10.27

10.28+ |License/ Commercial Agreement dated November 45 206tween 10-K 00032501 03/30/2006
Olympus-Cytori, Inc. and the Company Exhibit 10.28

10.28.1 |Amendment One to License/ Commercial Agreementdisitierember 10-K 00032501 03/14/2008
14, 2007, between Olympus-Cytori, Inc. and the Camyp Exhibit 10.28.1

10.29+ |License/ Joint Development Agreement dated Novempb2e05, 10-K 00032501 03/30/2006
between Olympus Corporation, Olympus-Cytori, Intd ¢he Company Exhibit 10.29

105




Table of Content

10.29.1 JAmendment No. 1 to License/ Joint Development Agreset dated Ma 10-Q 00032501 08/11/2008
20, 2008, between Olympus Corporation, Olympus-fytioc. and the Exhibit 10.29.1
Company.

10.30+ |Shareholders Agreement dated November 4, 2005 geat@lympus 10-K 00032501 03/30/2006
Corporation and the Company. Exhibit 10.30

10.32 Common Stock Purchase Agreement, dated August08, 2y and 8-K 00032501 08/15/2006
between Cytori Therapeutics, Inc. and Olympus Craigon. Exhibit 10.32

10.33 Form of Common Stock Subscription Agreement, dateglust 9, 2006 8-K 00032501 08/15/2006
(Agreements on this form were signed by Cytori aadh of respective Exhibit 10.33
investors in the Institutional Offering).

10.43 Financial services advisory engagement letter ageeg dated Februa 8-K 00032501 02/26/2007
16, 2007, between Cytori Therapeutics, Inc. and V\@@Burities, LLC. Exhibit 10.2

10.46 Common Stock Purchase Agreement, dated March 2§, 2y and 10-Q 00032501 05/11/2007
between Cytori Therapeutics, Inc. and Green HosBiiaply, Inc. Exhibit 10.46

10.47 Consulting Agreement, dated May 3, 2007, by and/éen Cytori 10-Q 00032501 08/14/2007
Therapeutics, Inc. and Marshall G. Cox. Exhibit 10.47

10.48+ [Master Cell Banking and Cryopreservation Agreemeifiective Augus 10-Q 00032501 11/13/2007
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EXHIBIT 3.1

COMPOSITE CERTIFICATE OF INCORPORATION OF
CYTORI THERAPEUTICS, INC.

ARTICLE |

The name of the corporation is Cytori Therapeutius, (the "Corporation™).
ARTICLE Il

The address of the registered office of the Cotjpmman the State of Delaware is:

CorpAmerica, Inc.

2711 Centerville Road, Suite 400
Wilmington, DE 19808

County of New Castle

The name of the Corporation's registered agerdidtegldress is CorpAmerica, Inc.
ARTICLE Il

The purpose of the Corporation is to engage inlawful act or activity for which a corporation mhg organized under the General
Corporation Law of the State of Delaware (the "D&lee General Corporation Law").

ARTICLE IV

A. This Corporation is authorized to issue two clasdestock to be designated, respectively, ‘Commtoti8 and ‘Preferred StockThe
total number of shares which the Corporation ihatized to issue is Two Hundred Nindtix#e Million (295,000,000) shares, Two Hund
Ninety Million (290,000,000) shares of which shadl Common Stock (tF*Common Stock’)and Five Million (5,000,000) shares of which s
be Preferred Stock (‘Preferred Stock’). The ComiBtwrk and Preferred Stock shall each have a paed|$0.001 per share.

B. The number of authorized shares of Common Stocklmapncreased or decreased (but not below the nuailstares of Common
Stock then outstanding) by the affirmative votehaf holders of a majority of the stock of the Cagtion.

C. The Preferred Stock may be issued from time to timene or more series. The Board of Directorsaschy authorized, within tl
limitations and restrictions stated in this Amended Restated Certificate of Incorporation, todixalter the dividend rights, dividend r:
conversion rights, voting rights, rights and terofsredemption (including sinking fund provisionghe redemption price or prices,

liquidation preferences of any wholly unissued eerof Preferred Stock, and the number of sharestibeimg any such series and

designation thereof, or any of them; and to inae&rsdecrease the number of shares of any setiseguent to the issue of shares of that s
but not below the number of shares of such sehies butstanding. In case the number of sharesyofeares shall be so decreased, the s
constituting such decrease shall resume the sidtich they had prior to the adoption of the redoluriginally fixing the number of shares
such series.




ARTICLE V

The Board of Directors may from time to time madaend, supplement or repeal the Bylaws; providedielver, that the stockholders may
change or repeal any Bylaw adopted by the Boamirgfctors by the affirmative vote of the holdersaaiajority of the voting power of all of
the then outstanding shares of the capital stotkeofCorporation; and, provided further, that neadment or supplement to the Bylaws
adopted by the Board of Directors shall vary orfbanwith any amendment or supplement thus adoptethe stockholders.

ARTICLE VI
The directors of the Corporation need not be etebtewritten ballot unless the Bylaws so provide.
ARTICLE VII
To the fullest extent permitted by the Delaware €ahCorporation Law, as the same exists or ashmegafter be amended, a director of the

Corporation shall not be personally liable to tregdration or its stockholders for monetary damdgesny breach of fiduciary duty as a
director.

The Corporation shall indemnify to the fullest extpermitted by law, any person made or threatéode made a party to an action or
proceeding, whether criminal, civil, administratimeinvestigative, by reason of the fact that he téstator or intestate is or was a director,
officer or employee of the Corporation or any pesor of the Corporation, or serves or servedyabther enterprise as a director, officer or
employee at the request of the Corporation or aegigressor to the Corporation.

Neither any amendment or repeal of this Article, Vilbr the adoption of any provision of this Corgima's Certificate of Incorporatic
inconsistent with this Article VII, shall eliminate reduce the effect of this Article VIl in resp@t any matter occurring, or any action or
proceeding arising, or that, but for this Articlé, Mvould accrue or arise, prior to such amendmesgeal or adoption of an inconsistent
provision.

ARTICLE VI
The Corporation is to have perpetual existence.

ARTICLE IX

The number of directors which shall constitutewmle Board of Directors shall be fixed by the Bbaf Directors in the manner provided in
the Bylaws.

ARTICLE X
Meetings of stockholders may be held within or withthe State of Delaware, as the Bylaws may peovithe books of the Corporation may

kept (subject to any statutory provisions) outditeState of Delaware at such place or places gdbmdesignated from time to time by the
Board of Directors in the Bylaws of the Corporation




EXHIBIT 23.1
Consent of Independent Registered Public Accountingirm

The Board of Directors
Cytori Therapeutics, Inc.:

We consent to the incorporation by reference inrdggstration statements (Nos. 333-181764, 333-82ard 333-122691) on Form8&Sanc
(Nos. 333-134129, 333-140875, 333-153233, 333-15/7823-159912, 333-169822, 333-172787, 333-192389;200090, and 33895846,
on Form S3 of Cytori Therapeutics, Inc. of our reports datddrch 16, 2015, with respect to the consolidatathiice sheets of Cyt
Therapeutics, Inc. and subsidiaries as of Dece®be2014 and 2013, and the related consolidatéenséants of operations and compreher
loss, stockholders'dgficit) equity, and cash flows for each of the rgeia the three year period ended December 31,,20&4accompanyir
schedule of valuation and qualifying accounts, #medeffectiveness of internal control over finahcéporting of Cytori Therapeutics, Inc. ¢
subsidiaries as of December 31, 2014, and to fleeargce to our firm in Item 6, Selected Financiatd) which reports and reference to our
appears in the December 31, 2014, annual repdfbon 10-K of Cytori Therapeutics, Inc.

Our report dated March 16, 2015 contains an expbapgaragraph that states that the Compamgturring losses from operations, liqui
position, and debt service requirements raisestantial doubt about its ability to continue as angoconcern. The consolidated finan
statements and financial statement schedule dmdotde any adjustments that might result fromdb&eome of that uncertainty.

/sl KPMG LLP

San Diego, Californi
March 16, 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, Marc H. Hedrick, certify that:

1.

2.

I have reviewed this annual report on Forr-K of Cytori Therapeutics, Inc

Based on my knowledge, this report does notaiorny untrue statement of a material fact or dmnéttate a material fact necessary te
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) anare responsible for establishing and maintainiisglosure 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 financial réjpgy;, or caused such internal control over finah@gaorting to be designed unc
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 reportitigat 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) anldave disclosed, based on our most recent evafuat 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 16, 201
/s/ Marc H. Hedrick, ML

Marc. H. Hedrick, M
President & Chief Executive Offic




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, Tiago M. Girdo, certify that:

1.

2.

I have reviewed this annual report on Forr-K of Cytori Therapeutics, Inc

Based on my knowledge, this report does notaiorny untrue statement of a material fact or dmnéttate a material fact necessary te
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) anare responsible for establishing and maintainiisglosure 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 financial réjpgy;, or caused such internal control over finah@gaorting to be designed unc
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 reportitigat 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) anldave disclosed, based on our most recent evafuat 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 16, 201
/sl Tiago M. Girac

Tiago M. Girdo,
VP of Finance and Chief Financial Offic




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, 2014 as filed with the
Securities and Exchange Commission on the datehstarc H. Hedrick, as President & Chief Execut®#icer of Cytori Therapeutics, Inc.,
and Tiago Girdo, as VP of Finance and Chief Firdr@fficer of Cytori Therapeutics, Inc., each harebrtifies, respectively, that:

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

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

By: /s/ Marc H. Hedrick, ML
Dated: March 16, 2015 Marc H. Hedrick, MD
President & Chief Executive Offic

By: /s/ Tiago M. Girac
Dated: March 16, 2015 Tiago M. Giraa
VP of Finance and Chief Financial Offic




