EDGAROnline

CYTORI THERAPEUTICS, INC.

FORM 10-Q

(Quarterly Report)

Filed 05/10/13 for the Period Ending 03/31/13

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

3020 CALLAN ROAD

SAN DIEGO, CA 92121

8584580900

0001095981

CYTX

3841 - Surgical and Medical Instruments and Apparatus
Medical Equipment & Supplies

Healthcare

12/31

Powere 4 &y EDGAROnline

http://www.edgar-online.com
© Copyright 2013, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington , D.C. 20549

FORM 10-Q

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

For the quarterly period ended March 31, 2013
OR
a TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 001-34375

CYTORI THERAPEUTICS , INC.

(Exact name of Registrant as Specified in Its Grart

DELAWARE 33-0827593
(State or other jurisdiction of incorporation oganization) (I.R.S. Employer Identification No
3020 CALLAN ROAD, SAN DIEGO, CALIFORNIA 92121
(Address of principal executive office (Zip Code)

Registrar’s telephone number, including area c¢(858) 450900

Indicate by check mark whether the registranthé filed all reports required to be filed by Sexctl3 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been subjec
to such filing requirements for the past 90 days.

Yes No O

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

Yes No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, @aocelerated filer, or a smaller reporting
company. See definitions of “large accelerateat fil‘accelerated filer” and “smaller reporting cpamy” in Rule 12b-2 of the Exchange Act
(Check one).

Large Accelerated FilerO Accelerated FileX] Non-Accelerated FileO Smaller reporting compard
(Do not check if a smaller reporting
company)

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the BExgfe Act).
Yes 0O No

As of April 30, 2013, there were 67,183,050 shaffethie registrant’s common stock outstanding.
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements

CYTORI THERAPEUTICS, INC.
CONSOLIDATED CONDENSED BALANCE SHEETS
(UNAUDITED)

Assets
Current assett
Cash and cash equivalel
Accounts receivable, net of reserves of $374,0@Dci$278,000 in 2013 and 2012, respectiy
Inventories, ne
Other current assets

Total current asse

Property and equipment, r
Restricted cash and cash equivalt
Investment in joint ventur

Other asset

Goodwill

Total assets

Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable and accrued expel
Current portion of lon-term obligations, net of discou
Current portion of termination fee obligati
Warrant liability

Total current liabilities

Deferred revenues, related pa

Deferred revenue

Option liability

Long-term deferred rent and ot

Long-term obligations, net of discount, less curartion

Total liabilities

Commitments and contingenci
Stockholder equity:
Preferred stock, $0.001 par value; 5,000,000 sharg®rized; -0- shares issued and outstandin@13 2
and 2012
Common stock, $0.001 par value; 95,000,000 shartt®azed; 67,173,050 and 65,914,050 shares iss
and outstanding in 2013 and 2012, respecti
Additional paic-in capital
Accumulated other comprehensive |
Accumulated deficit

Total stockholders’ equity

Total liabilities and stockholders’ equity

As of March As of Decembe

31, 2013 31, 2012
$ 16,40400 $ 25,717,00
2,961,001 3,926,001
3,646,001 3,175,001
1,189,001 1,161,001
24,200,00 33,979,00
2,049,001 2,174,001
350,00 350,00
37,00 85,00(
2,808,001 2,740,001
3,922,001 3,922,001

$ 33,366,00 $  43,250,00
$ 6,000,000 $  7,411,00
9,800,001 9,784,001
800,00 —
84,00( 418,00
16,684,00 17,613,00
— 638,00

232,00( 2,635,001
2,500,001 2,250,001
988,00 756,00
10,594,00 12,903,00
30,998,00 36,795,00
67,00 66,00
284,806,00  281,117,00
(110,000 —
(282,395,00)  (274,728,00)
2,368,001 6,455,001

$ 33,366,00 $  43,250,00

SEE NOTES TO UNAUDITED CONSOLIDATED CONDENSED FINANAL STATEMENTS
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CYTORI THERAPEUTICS, INC.
CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS
(UNAUDITED)

For the Three Months
Ended March 31,

2013 2012
Product revenue $ 1,392,000 $ 1,481,00
Cost of product revenues 756,00( 853,00
Gross profit 636,00( 628,00!
Development revenue
Development, related par 638,00( —
Development revent 1,179,00! —
Government contracts and other 549,00( 3,00(
2,366,00! 3,00(
Operating expense
Research and developme 3,720,001 2,836,001
Sales and marketir 2,257,001 2,376,00!
General and administratiy 3,846,001 3,924,001
Change in fair value of warrant liabili (334,000 130,00(
Change in fair value of option liability 250,00( (270,000
Total operating expenses 9,739,00! 8,996,00!
Operating loss (6,737,00) (8,365,000
Other income (expense
Interest income — 2,00(
Interest expens (709,000 (865,001
Other expense, n (173,000 (47,000
Equity loss from investment in joint venture (48,000 (50,000
Total other expense (930,000 (960,000
Net loss (7,667,00) (9,325,000
Other comprehensive loss — foreign currency traiosiadjustments (110,000 —
Comprehensive loss $ (7,777,000 $ (9,325,000
Basic and diluted net loss per common share $ (0.17)) $ (0.16)
Basic and diluted weighted average common shares 66,990,95 57,484,99

SEE NOTES TO UNAUDITED CONSOLIDATED CONDENSED FINANAL STATEMENTS
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CYTORI THERAPEUTICS, INC.
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
(UNAUDITED)

For the Three Months Ended

March 31,
2013 2012
Cash flows from operating activities:
Net loss $ (7,667,00) $ (9,325,001
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic 200,00( 220,00(
Amortization of deferred financing costs and debtdunt 192,00( 237,00t
Increase (decrease) in allowance for doubtful acts 87,00( (24,000
Change in fair value of warrant liabili (334,000 130,00(
Change in fair value of option liabilit 250,00( (270,000
Stocl-based compensatic 873,00( 942,00(
Equity loss from investment in joint ventt 48,00( 50,00(
Increases (decreases) in cash caused by changgsrating assets and liabilitie
Accounts receivabl 868,00( 859,00t
Inventories (477,000 (56,000)
Other current asse (28,000 (298,000
Other asset (974,000 (22,000
Accounts payable and accrued expei (523,000 (83,000
Deferred revenues, related pa (638,000 —
Deferred revenue (1,203,00i) (68,000)
Long-term deferred rent 32,00( (6,000
Net cash used in operating activities (9,294,00) (7,714,000
Cash flows from investing activities:
Purchases of property and equipir (81,000 (25,000)
License agreement termination fee (200,000 —
Net cash used in investing activities (281,000 (25,000
Cash flows from financing activities:
Principal payments on lo-term obligations (2,485,00) (71,000
Proceeds from exercise of employee stock optiodsaaarrants — 947,00(
Proceeds from sale of common st 3,001,001 4,396,00!
Costs from sale of common stock (184,000 (56,000
Net cash provided by financing activities 332,00( 5,216,00i
Effect of exchange rate changes on cash and casvaénts (70,000 —
Net decrease in cash and cash equiva (9,313,00) (2,523,00)
Cash and cash equivalents at beginning of period 25,717,00 36,922,00
Cash and cash equivalents at end of period $ 16,404,00 $ 34,399,00
Supplemental disclosure of cash flows information
Cash paid during period fc
Interest $ 520,00 $ 625,00(
Supplemental schedule of nc-cash operating, investing and financing activities
Capital equipment leas $ — $ —
Net increase in purchases of property and equipmehided in accounts payal — 795,00(

SEE NOTES TO UNAUDITED CONSOLIDATED CONDENSED FINANAL STATEMENTS
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CYTORI THERAPEUTICS, INC.
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S
March 31, 2013
(UNAUDITED)

1. Basis of Presentatior

Our accompanying unaudited consolidated condenigsaddial statements as of March 31, 2013 and fthhee months ended March 31,
2013 and 2012 have been prepared in accordancewdgtiunting principles generally accepted in théddnStates of America for interim
financial information. Accordingly, they do nottinde all of the information and footnotes requibgdaccounting principles generally
accepted in the United States of America for anfinahcial statements. Our consolidated condebséghce sheet at March 31, 2013 has
been derived from the audited financial statemahB@ecember 31, 2012, but does not include alhefinformation and footnotes required
by accounting principles generally accepted inUhded States of America for complete financiatestaents. In the opinion of
management, all adjustments (consisting of norealnring adjustments) considered necessary far aresentation of the financial
position and results of operations of Cytori Thexatirs, Inc., and our subsidiaries (the Companygtieeen included. Operating results
the three months ended March 31, 2013 are not saglysindicative of the results that may be expddor the year ending December 31,
2013. These financial statements should be readnjunction with the consolidated financial sta¢gers and notes therein included in our
annual report on Form 10-K for the year ended Déxer81, 2012.

2. Use of Estimates

The preparation of consolidated financial statesméntonformity with U.S. generally accepted acdmgprinciples requires management
to make estimates and assumptions affecting trertepamounts of assets and liabilities and discsf contingent assets and liabilities
at the date of the financial statements, and therted amounts of revenue and expenses duringfeeting period. Our most significant
estimates and critical accounting policies invaleeognizing revenue, valuing our put option arranget with Olympus Corporation,
valuing warrants, determining the assumptions urs@deasuring share-based compensation expenseahrndgsallowances for doubtful
accounts and inventories.

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

3. Capital Availability

We incurred net losses of $7,667,000 and $9,325@0Me three months ended March 31, 2013 and ,2@%&Rectively. We have an
accumulated deficit of $282,395,000 as of March2®1,3. Additionally, we have used net cash of $9,200 and $7,714,000 to fund our
operating activities for the three months endeddd@1, 2013 and 2012, respectivelyo date, these operating losses have been funded
primarily from outside sources of invested capatiadl gross profits. During 2012 and 2013, we expamde commercialization activities
while simultaneously pursuing available financiogiices to support operations and growth.

We have had, and we will likely continue to have paigoing need to raise additional cash from oats@lirces to fund our future
operations. We believe we have sufficient cadiiiol operations through June 30, 2013, which iretushinimum liquidity requirements
of the Amended and Restated Loan and Security Aggeg that requires us to make principal paymeh#825,000 per month along with
accrued interest and maintain at least three maftbash on hand. We are in discussions witHender group to extend the term of the
loan and defer principal payments to coincide \aithticipated product sales, government contract paysyand other potential cash
milestones. At June 30, 2013, absent additionalifighor debt restructuring, our cash balance vélldss than the minimum liquidity
amount required by the lender in the Amended arsid®ed Loan and Security Agreement. In order hal foperations and our continued
commercialization efforts through the next twelvenths, we are pursuing additional funding throuigihe strategic corporate
partnerships, debt restructuring or future issuamdéequity or debt securities in addition to ouwss profits. We have an established
history of raising capital through all these platfig, and are currently involved in negotiationswitultiple parties. In the absence of
sufficient positive cash flows from operations,assurance can be given that we can generate suffigivenue to cover operating costs o
that additional financing will be available to usdaif available, on terms acceptable to us inftivere.

Without this additional capital, cash generatednfales and containment of costs will not providecuate funding indefinitely at their
current levels. If we cannot raise sufficient ¢apiwe would need to reduce our research, devedopnand administrative operations,
including reductions of our employee base and #ferdal of ongoing development projects, to fodnsost entirely on the supply of
current products to existing distribution chanrseisl our thermal burn contract arrangement with BARIAs a result, such reductions
would negatively affect our ability to achieve e@mtother corporate goals.
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4,

Recent Accounting Pronouncement

In February 2013, the FASB issued authoritativalgnce related to reclassifications out of accuredlather comprehensive income
(“OCI"). Under the amendments in this update, atiters required to report, in one place, infornoatiabout reclassifications out of
accumulated OCI and to report changes in its actatediOCI balances. For significant items reclésgibut of accumulated OCI to net
income in their entirety in the same reporting périreporting is required about the effect of thelassifications on the respective line
items in the statement where net income is predehia items that are not reclassified to net ineamtheir entirety in the same reporting
period, a cross reference to other disclosuregntiyrrequired under U.S. GAAP is required in tlsées to the consolidated financial
statements. We adopted this revised guidance ifirtieuarter of 2013, and have reflected the deglosures in our unaudited
consolidated condensed statements of operationsamgrehensive loss. The adoption of this guidaldeot affect our financial position
or results of operations.

Warrant Liability

Warrants with exercise price reset features (doovmd protection) are accounted for as liabilitiggh changes in fair value included in
net loss. The fair value of the liability assoethtvith the warrants with this reset feature desgdao $84,000 as of March 31, 2013 and
$334,000 in gains from the change in fair valugvafrants were recorded for the three months endedi31, 2013, whereas we recor
$130,000 in losses for the three months ended M2itcR012.

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

As of As of
March 31, 2013 December 31, 201
Expected tern 0.37 year: 0.61 year:
Common stock market pric $ 251 % 2.8C
Risk-free interest rat 0.0¢% 0.11%
Expected volatility 53.2&% 73.88%
Resulting fair value (per warrar $ 0.04 % 0.2C

Expected volatility is based primarily on histotigalatility. Historical volatility was computed irgy daily pricing observations for recent
periods that correspond to the expected term ofviireants. We believe this method produces an agtithat is representative of our
expectations of future volatility over the expectern of these warrants. We currently have no reé&sbelieve future volatility over the
expected remaining life of these warrants is likelgiffer materially from historical volatility. fie expected life is based on the remaining
contractual term of the warrants. The risk-freeriest rate is the interest rate for treasury comsteturity instruments published by the
Federal Reserve Board that is closest to the egpeetm of the warrants. The fair value of theseravds also incorporates our
assumptions about future equity issuances andithpact to the down-round protection feature.

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 (decrasetis input in isolation would result
in a significantly higher (lower) fair value measment.

Long-term Debt

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

annum. Pursuant to the loan agreement, we aréreedo make (i) twelve (12) equal consecutive rhnprincipal payments of $20,833
on the first day of each calendar month, commenom@ctober 1, 2011, (ii) twenty-nine (29) equahsecutive monthly principal
payments of $825,000 on the first day of each cemonth, commencing on October 1, 2012, anda(ig) one (1) final principal
payment of $825,000 on March 1, 2015. In addittbe,maturity date of the Term Loan has been extndél March 1, 2015, and at
maturity of the Term Loan, the Company will makiénal payment fee equal to 5% ($1,250,000) of teenT Loan. We may incur
additional fees if we elect to prepay the Term Loamconnection with the Term Loan, on Septemh&04.1, we issued to the Lenders
warrants to purchase up to an aggregate of 133/8&% s of our common stock at an exercise pri§&@&fl per share. These warrants are
immediately exercisable and will expire on Septenthe2018.
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The Term Loan amended the Amended and Restateddr@aBecurity Agreement, of which an aggregatenoalaf approximately $15.6
million remained outstanding along with a prordfied! payment fee of $419,000. The net proceedb@fTerm Loan, after payment of
lender fees and expenses, were approximately $8iérm

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

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

7. Revenue Recognitior
Product Sales

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

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

For sales that include multiple deliverables, 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, including or more StemSource® devices, a cryogenic fregmasuring and monitoring
equipment, and a database patient tracking systeaaldition, we typically provide consulting, inb&ion, and training services. Web
hosting, technical support and maintenance sergicegenerally provided for a period of up to orarysubsequent to the date of

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

« initial consulting services;

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

« installation services;

« training services;

« database hosting services;

« technical support services; and

« Mmaintenance services.
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FASB authoritative guidance establishes a sellimgephierarchy for determining the selling priceaodeliverable, which is based on: (a)
vendor-specific objective evidence (“VSOE"); (b)rthparty evidence (“TPE"); or (c) management esti@s. This guidance requires
arrangement consideration to be allocated at ttepition of the arrangement to all deliverables gilire 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 uattagfunting is calculated and recognized baseti®relative selling price
each deliverable. Future services such as welnigemtd ongoing maintenance are deferred and rézedjinto income as the services are
provided, generally over one year following thetafiation of the equipment.

Concentration of Significant Customers

For the three months ended March 31, 2013, onelditor comprised 42% of our revenue recognizedhe quarter. Two direct
customers, two distributors and a government agancgunted for 62% of total outstanding accountsivable as of March 31, 2013.

For the three months ended March 31, 2012, twatingstomers comprised 31% of our revenue recogdritrethe quarter. Two direct
customers accounted for 29% of total outstandingaats receivable as of March 31, 2012.

Product revenues, classified by geographic locatiomas follows:

Three months endec

March 31, 2013 March 31, 2012

Product % of Product % of

Revenue:! Total Revenue:! Total
North America $ 295,00( 21% $ 214,00( 14%
Japar 699,00( 50% 549,00( 3%
Europe 333,00( 24% 352,00( 24%
Other countries 65,00( 5% 366,00( 25%
Total product revenues $ 1,392,001 10(% $ 1,481,00! 10(%

Research and Development

We earn revenue for performing tasks under researdtdevelopment agreements with both commerctatemses, such as Olympus and
Senko, and governmental agencies like the U.S. firapat of Health and Human Service’s Biomedical &nlsed Research and
Development Authority (BARDA). Revenue earned urdiievelopment agreements is classified as eitlseareh grant or development
revenues depending on the nature of the arrangerRenues derived from reimbursement of direttobypocket expenses for research
costs associated with government contracts arededas government contract and other within dgretnt revenues. Government
contract revenue is recorded at the gross amouheakimbursement. The costs associated witle tresbursements are reflected as a
component of research and development expense statements of operations.

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

We received funds from Olympus and Olympus-Cytoic, during 2005 and 2006. We recorded upfroes fiotaling $28,311,000 as
deferred revenues, related party. In exchangthése proceeds, we agreed to (a) provide OlympusriCinc. an exclusive and perpetual
license to our Celution® System device technolagy eertain related intellectual property, and (f[mvide future development
contributions related to commercializing the Celo® System platform. The license and developmentices are not separable and as a
result the recognition of this deferred amountea®nue requires achievement of service relatedstoites, under a proportional
performance methodology. If and as such revenueeseaognized, deferred revenue will be decreaBedportional performance
methodology was elected due to the nature of oueldpment obligations and efforts in support of doent Venture (“JV”), including
product development activities and regulatory éfféo support the commercialization of the JV paiduThe application of this
methodology uses the achievement of R&D milest@sesutputs of value to the JV. We received uptfreon-refundable payments in
connection with these development obligations, Whive have broken down into specific R&D milestottest are definable and
substantive in nature, and which will result inuato the JV when achieved. As our research anelaigment efforts progress, we
periodically evaluate, and modify if necessarg, thilestone points in our proportional performamuelel to ensure that revenue
recognition accurately reflects our best estimétubstantive value deliverable to the JV. Reveniliebe recognized as the above
mentioned R&D milestones are completed. Of the artworeceived and deferred, we recognized the éashining development revenue
$638,000 during the three months ended March 313 28 a result of the United States Court of Appapholding the FDA'’s previous
determination that our cell processing devices wetesubstantially equivalent to the cited prediadgvices. The recognition of revenue
associated with this event reflects the completibour efforts expended to use commercially reastenefforts to obtain device regulatory
approvals in the United States as it pertainsadbttO(k) pathway. There was no development reveseagnized during the three months
ended March 31, 2012. All related developmentscast expensed as incurred and are included iandsand development expense



our statements of operations. To date under th&raxt, of the $28,311,000 originally deferred,dsferred amounts have been recognize
as of March 31, 2013.
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8.

Refer to Note 14 for discussion about arrangemétht 8enko.

Inventories

Inventories are carried at the lower of cost orkegrdetermined on the first-in, first-out (FIFOpthod.
Inventories consisted of the following:

March 31, December 31

2013 2012
Raw material $ 1,613,000 $ 1,384,00(
Work in proces: 657,00( 404,00(
Finished goods 1,376,00( 1,387,00(

$ 3,646,000 $ 3,175,00(

Share-Based Compensatior
Stock Options

During the first quarter of 2013, we issued to duectors and executive officers options to puretas aggregate of 1,897,000 shares of
our common stock, with four-year vesting for ouficgrs and two-year vesting for our directors. Hnant date fair value of the awards
granted to our officers was $1.80 per share foioaptwith an exercise price of $2.74 (which wasftiemarket value of our common
stock on the date of grant) and $1.49 per sharefdtions with an exercise price of $5.00, respetyiv The grant date fair value of the
awards granted to our directors was $1.84 per sfiaeresulting share-based compensation exper® 285,000, net of estimated
forfeitures, will be recognized as expense overdspective vesting periods.

During the first quarter of 2013, we issued a gtartur non-executive employees options to purchasaeggregate of 552,350 shares of
our common stock, with four-year vesting. The grdate fair values of the awards $1.92 per sharebar@# per share, respectively, due tc
the awards being granted on two different dates.réBulting share-based compensation expense 4fHY, net of estimated forfeitures,
will be recognized as expense over the respectgéng periods.

During the first quarter of 2012, we issued to dmectors and executive officers options to puretas aggregate of 690,000 shares of ou
common stock, with four-year vesting for our offis@nd twoyear vesting for our directors. The grant dateValue of the awards grant
to our officers was $2.10 per share and to ouicttirs was $1.35 per share. The resulting shasad compensation expense of $1,373
net of estimated forfeitures, will be recognizedapense over the respective vesting periods.

Restricted Stock Awards

During the first quarter of 2012, we issued to executive officers 190,000 shares of restrictedkstarhe stock award is scheduled to f
vest on January 10, 2013, subject to the officesistinued employment with the Company through testing date. The resulting share-
based compensation expense of $654,000 will begrézed as expense over the respective vestingggerio

Performance-Based Restricted Stock Awards

In January 2012, we granted 276,375 performanceeb@stricted stock awards under the 2004 Equdgritive Plan. The awards provide
certain employees until December 31, 2012 to aehoevtain performance goals established by the @osgtion Committee. In January
2013, the Compensation Committee modified the asvara@llow a portion of the awards to continue wgsbased on partial achievement
of the performance goals.

As a result of this modification, 86,229 sharedwfiir value of $2.74 per share will continue vegtunder the modified terms of the grant
that would have been cancelled under the origarah$. Since we have not recognized any experstngto these shares through
December 31, 2012, additional compensation exp&236,000 resulting from this modification will becognized from the modification
date through the vesting date of January 2014.rabtfegnized $70,000 of compensation expense relatperformance-based awards
during the three months ended March 31, 2013.
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The following table summarizes activity with resperthe performance based restricted stock awdudag the three months ended Mg
31, 2013:

Weighted
Restricted Stocl Average Fair
Awards Value

Outstanding at January 1, 20 261,30 $ 3.44
Grantec 0
Vested 0

Cancelled/forfeited (109,746 $ 3.44

Outstanding at March 31, 2013 151,55 ¢ 3.04
Vested at March 31, 20! 0

Loss per Share

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

We have excluded all potentially dilutive secustigncluding unvested performance-based restritigek, from the calculation of diluted
loss per share attributable to common stockholfterthe three months ended March 31, 2013 and 284 their inclusion would be
antidilutive. Potentially dilutive common shareskided from the calculations of diluted loss peare were 18,979,740 and 18,544,087
for the three months ended March 31, 2013 and 2@%pectively.

Other Comprehensive Loss

During the first quarter of 2013, we determined tha functional currency of our Japanese subsidinanged from the US Dollar to the
Japanese Yen due to significant changes in econfaictie and circumstances of our Japan subsidisya result of this change, a portion
of the foreign exchange gain or loss will be clfisdias foreign currency translation adjustmenthiwiother comprehensive income or
loss. Our comprehensive loss includes net losg@eéhn currency translation adjustments. See ttaudited consolidated condensed
statements of operations and comprehensive loghdaffect of the comprehensive loss to our neg.lo

The components of accumulated other comprehenssgedre as follows:

Foreign currency Accumulated othel
translation adjustments comprehensive los

Beginning balance, January 1, 2( $ — 3 —
Net current period other comprehensive | (110,000 (110,000
Ending balance, March 31, 2013 $ (110,000 $ (110,000

Commitments and Contingencie:

We have entered into agreements with various reseaganizations for pre-clinical and clinical dlmment studies, which have
provisions for cancellation. Under the terms ofsthagreements, the vendors provide a variety gicgsrincluding conducting research,
recruiting and enrolling patients, monitoring sealand data analysis. Payments under these agrsey@oally include fees for services
and reimbursement of expenses. The timing of paysroiue under these agreements was estimated basedrent schedules of pre-
clinical and clinical studies in progress. As oafdh 31, 2013, we have pre-clinical research stlgigations of $23,000 (all of which are
expected to be complete within a year) and clinieakarch study obligations of $11,700,000 ($3A@Dpf which are expected to be
complete within a year). Should the timing of gre-clinical and clinical trials change, the timiofithe payment of these obligations
would also change.
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During 2008, we entered into a supply agreemerit itninimum purchase requirements clause. As otMal, 2013, we havwainimurr
purchase obligations of $850,000 (all of which expected to be paid within a year).

We have entered into several lease agreementsifdreadquarters office location as well as inteomaf office locations and corporate
housing for our employees on international assignimé\s of March 31, 2013, we have remaining leddgations of $9,075,000
($2,177,000 of which are expected to be completignima year).

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 affectedigsuiand governmental

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

Refer to note 6 for a discussion of our commitmemid contingencies related to our long-term obilogest

Refer to note 13 for a discussion of our commitreemd contingencies related to our transactionts @iympus, including (a) our
obligation to the Joint Venture in future perioaslgb) certain put and call rights embedded inatrangements with Olympus.

Refer to note 14 for a discussion of our commitreemtd contingencies related to our arrangementsS@hko.
Transactions with Olympus Corporation
Initial Investment by Olympus Corporation in Cytori

In 2005, we entered into a common stock purchasseagent with Olympus in which we received $11,000,0 cash proceeds. We
received an additional $11,000,000 from OlympuAiigust 2006 for the issuance of approximately 1,800 shares of our common stock
at $5.75 per share. We received an additionald®60@0 from Olympus in August 2008 for the issuamnfcg, 000,000 unregistered shares
of our common stock at $6.00 per share and 500;660mon stock warrants (with an original exercideeof $8.50 per share) under a
private placement offering.

As of March 31, 2013, Olympus holds approximateBi786 of our issued and outstanding shares. Aduitip, Olympus has a right, whi
it has not yet exercised, to designate a directsetve on our Board of Directors.

Formation of the Olympus-Cytori Joint Venture

In 2005, we entered into a joint venture and otbkted agreements (the “Joint Venture Agreememtil) Olympus. The Joint Venture
owned equally by Olympus and us. We have detemiinat the Joint Venture is a variable interesitgnt VIE, but that Cytori is not the
VIE’s primary beneficiary. Accordingly, we havecatinted for our interests in the Joint Venture gisire equity method of accounting,
since we can exert significant influence over thiatlVenture’s operations. At March 31, 2013, therying value of our investment in the
Joint Venture is $37,000. We are under no obligato provide additional funding to the Joint Vaetlbut may choose to do so. We nr
no cash contributions to the Joint Venture durhmgythree months ended March 31, 2013 and 2012.

Put/Calls and Guarantees

The Shareholders’ Agreement between Cytori and @igwprovides that in certain specified circumstarafeour insolvency or if we
experience a change in control, Olympus will haweerights to (i) repurchase our interests in thistJéenture at the fair value of such
interests or (ii) sell its own interests in thenidienture to Cytori (the “Put”) at the higher af) $22,000,000 or (b) the Put's fair value.

At March 31, 2013 and December 31, 2012, the egtidifair value of the Put was $2,500,000 and $2(X8) respectively. Fluctuations
in the Put value are recorded in the consolidatediensed statements of operations as a componehafje in fair value of option
liabilities. The estimated fair value of the PusHeeen recorded as a long-term liability in theticaypoption liability in our consolidated
condensed balance sheets.

The valuations of the Put were completed usingmion pricing theory based simulation analysis.(eeMonte Carlo simulation). The
valuations are based on assumptions as of theti@iugate with regard to the market value of Cy#ord the estimated fair value of the
Joint Venture, the expected correlation betweervéthges of Cytori and the Joint Venture, the expeéatolatility of Cytori and the Joint
Venture, the bankruptcy recovery rate for Cytdrg bankruptcy threshold for Cytori, the probabibifya change of control event for Cyti
and the risk free interest rate. Fluctuations enfdir value of the Put are impacted by unobsesvaiguts, most significantly the fair value
of Cytori and the Joint Venture and the bankrupkegshold for Cytori. Generally, a change in theuasption used for the fair value of
Cytori and the Joint Venture is accompanied byreationally opposite change in the fair value & But, whereas a change in assumptiol
used for the bankruptcy threshold for Cytori is@uopanied by a directionally similar change in thie ¥alue of the Put.
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The following assumptions were employed in estintathe value of the Put:

March 31, December 31

2013 2012

Expected volatility of Cytor 78.8(% 79.4(%
Expected volatility of the Joint Ventu 78.8(% 79.4(%
Bankruptcy recovery rate for Cytc 28.00% 28.0(%
Bankruptcy threshold for Cyto $ 15,995,000 $ 12,622,00!
Probability of a change of control event for Cy! 1.44% 1.54%
Expected correlation between fair values of Cyamd the Joint Venture in the

future 46.0(% 46.0(%
Risk free interest rai 1.87% 1.78%

The Put has no expiration date. Accordingly, wk egintinue to recognize a liability for the Putdamark it to market each quarter until it
is exercised or until the arrangements with Olymgnesamended. See Note 18, Subsequent Evenisfdomation regarding the
termination of our Joint Venture relationship wiympus.

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
MHLW and commercialization of the Thin Film proddicte in Japan. The Distribution Agreement witm@ commences upon
“commercialization.” Essentially, commercializatioccurs when one or more Thin Film product regtgins are completed with the
MHLW. At the inception of this arrangement, weed®ed a $1,500,000 license fee which was recordetkterred revenues in 2004.
of the license fee was refundable if the partige@gommercialization is not achievable and a ptapwl amount was refundable if we
terminate the arrangement, other than for matbrizdch by Senko, before three years post-commizatian. We have also received
$1,250,000 in milestone payments from Senko.

In February 2013, we entered into a mutual ternonand 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 are obligated to pay 8e31200,000 in six quarterly installment paymeaft$200,000 each through May
2014. At the time of the Termination Agreement,iveel a balance of $2,379,000 in deferred revenn@sipbalance sheet relating to the
payments received from Senko in the past purswathet Distribution Agreement. During the three therended March 31, 2013, we
made our first installment payment of $200,000y@ed $1,000,000 of the termination fee, and receghthe remaining $1,179,000 in
development revenues which reflects the Comparffoste towards commercialization under the agreemen

Fair Value Measurements

Fair value measurements are market-based measusemenentity-specific measurements. Therefaie value measurements are
determined based on the assumptions that markiitipants would use in pricing the asset or liapiliWe follow a three-level hierarchy
to prioritize the inputs used in the valuation t&icjues to derive fair values. The basis for failue measurements for each level within th
hierarchy is described below:

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

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

* Level 3: Valuations derived from valuation tefues in which one or more significant inputs amebservable in active markets.
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The following table provides a summary of the radngd assets and liabilities that we measure av&ile on a recurring basis:

Balance as o Basis of Fair Value Measurement:
March 31, 201 Level 1 Level 2 Level 3
Assets:
Cash equivalent $ 8,645,000 $ 8,645,000 $ — 3 —
Liabilities:
Put option liability $ (2,500,00) $ — 3 — $ (2,500,00)
Warrant liability $ (84,000 $ — $ — % (84,000
Balance as o Basis of Fair Value Measurement:
December 31, 201 Level 1 Level 2 Level 3
Assets:
Cash equivalent $ 6,145,000 $ 6,145,000 $ — $ —
Liabilities:
Put option liability $ (2,250,00) $ — $ — $ (2,250,001
Warrant liability $ (418,000 $ — $ — $ (418,000

We use quoted market prices to determine the &irevof our cash equivalents, which consist of nganarket funds that are classified in
Level 1 of the fair value hierarchy.

We value our put liability using an option pricitfieory based simulation analysis (i.e., a MontddCsimulation) (see note 13). Because
some of the inputs to our valuation model are eitiwe observable quoted prices or are not derivadtipally from or corroborated by
observable market data by correlation or other metue put option liability is classified as Le&in the fair value hierarchy.

The following table summarizes the change in owel8 put option liability value:

Three months ende:

Put option liability March 31, 2013
Beginning balanc $ (2,250,00)
Increase in fair value recognized in operating esps (250,000
Ending balance $ (2,500,001
Three months ende:
Put option liability March 31, 2012
Beginning balanc $ (1,910,00)
Decrease in fair value recognized in operating Bgps 270,00(
Ending balance $ (1,640,001

Common stock purchase warrants issued in connestitbnour August 2008 private equity placement dbtnade in an active securities
market, and as such, we estimate the fair valibesfe warrants using the option pricing model (gge 5). Some of the significant inputs
are observable in active markets, such as comnock starket price, volatility, and risk free rat€he fair value of these warrants also
incorporate our assumptions about future equityaisses and their impact to the dovennd protection feature. Because some of the &

to our valuation model are either not observabletep prices or are not derived principally froncorroborated by observable market dat:
by correlation or other means, the warrant liapibt classified as Level 3 in the fair value hietay.

The following table summarizes the change in owrel8 warrant liability value:

Three months ende

Warrant liability March 31, 2013

Beginning balanc $ (418,001
Decrease in fair value recognized in operating Bgps 334,00(
Ending balance $ (84,000
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Three months ende:

Warrant liability March 31, 2012

Beginning balanc $ (627,000)
Increase in fair value recognized in operatingezges (130,000
Ending balance $ (757,00()

No other assets or liabilities are measured awdlire on a recurring basis, or have been measurfad value on a non-recurring basis
subsequent to initial recognition, on the accompanygonsolidated condensed balance sheet as oh\8drc2013.

Fair Value
Financial Instruments

We disclose fair value information about all fineénstruments, whether or not recognized in thlbce sheet, for which it is practicable
to estimate fair value. The disclosures of estiohdadr value of financial instruments at March 20,13 and December 31, 2012, were
determined using available market information apprapriate valuation methods. Considerable judgrisenécessary to interpret market
data and develop estimated fair value. The uséferent market assumptions or estimation methodg hrave a material effect on the
estimated fair value amounts.

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

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

At March 31, 2013 and December 31, 2012, the agdecqir value and the carrying value of the Conyfmafixed rate longterm debt wer
as follows:

March 31, 2013 December 31, 201.
Carrying Carrying
Fair Value Value Fair Value Value
Fixed rate lon-term debi $ 20,155,000 $ 20,324,00 $ 22,425,000 $ 22,608,00

Carrying value is net of debt discount of $726,88d $917,000 as of March 31, 2013 and Decembe2®P, respectively.

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.

Stockholders Equity
Common Stock

On December 13, 2010 we raised $10,000,000 in gnaeeeds from a sale of 1,428,571 shares of wtergd common stock to Astellas
Pharma Inc. for $7.00 per share in a private spdakement. Pursuant to the terms of the purchggement, we granted Astellas Pharma
Inc. a two year right of first refusal to enterarg development and commercialization collaboratitth us regarding the use of our
technology, on a worldwide basis, for the treatnu#riiver conditions. In addition, we have agreedise reasonable efforts to file a
registration statement with the Securities and Brge Commission to register the shares of comnumk $or resale upon the request of
Astellas Pharma Inc. We also granted Astellasii@hdnc. a nonvoting observer seat on our Board of Directors tedright to designate
representative member to our Scientific AdvisoraBb The $10,000,000 in total proceeds we recedxededed the market value of our
stock at the completion of the purchase agreenieim. $2,526,000 difference between the proceedsvext and the fair market values of
our common stock was recorded as a component efréefrevenues in the accompanying balance shdés.difference was recorded as
deferred revenue since, conceptually, the exces®pds represent a value paid by Astellas Pharmatmibutable to the scientific
advisory board seat, the non-voting observer seato Board of Directors, and the two year righfisft refusal to enter into a
development and commercialization collaboratiorhwig regarding the use of our technology, on adwide basis, for the treatment of
liver conditions, rather than an additional equiityestment in Cytori. We recognized this deferaatbunt as development revenue upon
the expiration of the two year period in Decemb@t2 We are still actively involved in discussianth Astellas Pharma, Inc. about a
potential future development and commercializatioaboration with us.

15




Index

18.

On July 11, 2011, we entered into a common stockh@se agreement with Seaside 88, LP relatingetoffiering and sale of a total of up
to 6,326,262 shares of our common stock. The awgatrequired us to issue and Seaside to buy 282&hares of our common stock at
an initial closing and 250,000 shares of our comistoak once every two weeks, commencing 30 dags tfe initial closing, for up to an
additional 20 closings, subject to the satisfactiboustomary closing conditions. At the initiabsing, the offering price was $4.52, which
equaled 88% of our common stock’s volume-weighteztage trading prices, or VWAP, during the ten-ttagding period immediately
prior to the initial closing date, raising approately $6,000,000 in gross proceeds. At subsequesihgs, the offering price was 90.25%
of our common stock’s volume-weighted average t@dlirices during the ten-day trading period immigdyaprior to each subsequent
closing date. We raised approximately $18,233jAGffoss proceeds from the sale of 5,826,262 shiamsr scheduled closings through
April 9, 2012. Effective, April 30, 2012, we temaited the agreement with Seaside 88, LP and weddigell the remaining and final
500,000 shares that would otherwise have beenusaldr this agreement.

In December 2012, we entered into an underwritong@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&main option, exercisable for 30 days, to purchgs® an additional 1,053,000
shares. Subsequently, in January 2013, the uniiernexercised this option and as a result we anlddditional 1,053,000 shares raising
approximately $3,001,000 in gross proceeds befedeicting underwriting discounts and commissionsathdr offering expenses payable
by us.

Warrant Adjustments

Our March 2009 offering of 4,771,174 shares of@ammon stock and warrants to purchase up to adgb&b79,644 additional shares of
our common stock with an exercise price of $2.59hare, our May 2009 equity offering of 1,864, 8Bares of our common stock and
warrants to purchase up to a total of 3,263,38@iaddl shares of our common stock with an exerpisee of $2.62 per share, our closil
with Seaside 88, LP, our October 2010 offering 600,000 shares of our common stock, our DecemiHd 2ale of 1,428,571 shares of
our common stock, our December 2012 offering 02@,000 shares of our common stock and our JanuHry &ale of 1,053,000 shares of
our common stock triggered an adjustment to theciseprice and number of shares issuable undexdnents issued to investors in our
August 2008 private placement financing. As alteas of March 31, 2013, the common stock warr&stsed on August 11, 2008 are
currently exercisable for 2,145,082 shares of emmon stock at an exercise price of $5.40 per share

Other Related Party Transactions

During the year ended December 31, 2012, Greenitahdpc.’s beneficial ownership decreased todses lthan five percent of our
outstanding shares of common stock.

During the three months ended March 31, 2013 ad@,28e incurred approximately $45,000 and $27,088pectively, in royalty costs in
connection with our sales of our Celution® 800/CR&tem products to the European and Asia-Pacificn&ructive surgery market,
pursuant to our License and Royalty Agreement haddmended License/Commercial Agreement with tharpus-Cytori, Inc. Joint
Venture. Additionally, in February 2012, we purséd second generation Celution® Systems and cotdersets from the Olympus-
Cytori, Inc. Joint Venture, at a formula-based $fan price aggregating to $1,048,000. As of M&th2013 and December 31, 2012,
Olympus Corporation was a beneficial owner of ntben five percent of our outstanding shares of comstock.

Subsequent Event:

On May 8, 2013, Cytori and Olympus agreed to teat@rthe Olympusytori Joint Venture (Termination Agreement). Théwas forme:
in 2005 to facilitate the development and comméimzition of the next generation Celution® Systeriibe Termination Agreement
provides for Olympus to sell its interest in thealdng with certain assets and technology patghtsito Cytori in return for payment
under one of several payment options (to be seldnteCytori) as defined in the Termination Agreemerhe payment options call for a
minimum of $4,500,000 up to a maximum of $16,000,89be paid by Cytori in installments over periodsging from one year to six
years. Installment payments will be calculatedrtguly based on 5% of Cytori's gross sales recdiptsll products sold. An additional
provision sets forth that if Cytori receives a cuative total of at least $35,000,000 in cash thioagategic or financing arrangements
during the first year of the Termination Agreeme@ytori will pay $4,500,000 upon request of Olymp@ssfull and complete consideration
under the Agreement.
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Item 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
Our Management’s Discussion and Analysis of Finein€ondition and Results of Operations (MD&A) ingd&s the following sections:

« Overview that discusses our operating results antesof the trends that affect our business.

« Results of Operations that includes a more detalisclission of our revenue and expenses.

« Liquidity and Capital Resources which discussesdapects of our statements of cash flows, chamgesrifinancial position
and our financial commitment

« Significant changes since our most recent AnnugliReon Form 10-K in the Critical Accounting Polisiand Significant
Estimates that we believe are important to undedétg the assumptions and judgments underlyindinancial statement:

You should read this MD&A in conjunction with thia&ncial statements and related notes in Item loand\nnual Report on Form 10-K for
the fiscal year ended December 31, 2012.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This report contains certain statements that magdemed “forward-looking statements” within the miggy of United States of America
securities laws. All statements, other than stateinof historical fact, that address activitiegemrts or developments that we intend, expect,
project, believe or anticipate and similar express or future conditional verbs such as will, slibwlould, could or may occur in the futt
are forwardfooking statements. Such statements are basedagstain assumptions and assessments made by oagmiaent in light of the
experience and their perception of historical trendurrent conditions, expected future developmamdsother factors they believe to be
appropriate.

These statements include, without limitation, stesiets about our anticipated expenditures, includivage related to clinical research studies
and general and administrative expenses; the piatiesize of the market for our products, future elepment and/or expansion of our products
and therapies in our markets, our ability to gerterproduct revenues or effectively manage our gposét 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,gim those anticipated in these forward-
looking statements as a result of various factorsluding: our need and ability to raise additior@dsh, 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. Thevdiod-looking statements included in this report aubject to a number of additional
material risks and uncertainties, including but tiatited to the risks described in our filings witre Securities and Exchange Commission an
under the “Risk Factors” section in Part Il below.

We encourage you to read the risks described uRderll, Item 1A “Risk Factors” carefully. We cdah you not to place undue reliance on
the forward-looking statements contained in thigart. These statements, like all statements sriport, speak only as of the date of this
report (unless an earlier date is indicated) andunelertake no obligation to update or revise tlaeshents except as required by law. Such
forward-looking statements are not guarantees of futuréopmance and actual results will likely differ,nb@aps materially, from those
suggested by such forward-looking statements.

Overview

We are a cell therapy company dedicated primauilyhe development of novel treatments for cardiouks disease and soft tissue injul
and burns. We have a global product developmesitesty with a focus on the U.S. cardiovascular diseaarket. In the U.S. our goal is to
bring the Cytori cell therapy to market for treatrnef refractory heart failure through Cytori-spored clinical development efforts and to
develop a treatment for thermal burns combined wathation injury under a contract from BARDA, aidion of the U.S. Department of
Health and Human Services.

The Cytori cell therapy is a proprietary formulatiof stem and regenerative cells derived from &pt$ own adipose (fat) tissue
(ADRCs). Adipose tissue is a rich and accessiblecgoof ADRCs. To access these cells from a patietite time of a surgical procedure, we
have designed and developed a sophisticated fgegessing system, the Celutio®®stem, which automates the complex process ot
fat tissue, releasing the ADRCs, and concentrdtieg into an optimized and proprietary formulatiora sterile environment. The system is
comprised of a central device and requires single-per-procedure consumable cartridges. The tsssmedel is based on the sale of the
central device and generating recurring revenum tiee cartridges that are utilized in each procedur
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While we continue focused development of cardioulssaisease market, we have continued effortet@idp new therapeutic
applications for Cytori’'s cell therapy, and we atgrently commercializing the Celution® System unsiglect medical device clearances in
Europe, Japan, and other regions. The early shlgstems, consumables and ancillary products ibariérs margins that partially offset our
operating expenses and play an important stratefgdn fostering familiarity within the medical onunity with our technology. These sales
have also facilitated the discovery of new appidat for Cytori's cell therapy by customers condhgtnvestigator-initiated and funded
research.

In February 2013, we received a CE Mark for Inte®fa, a reagent intended to be used with Cytori’'s Gefut System for preparing safe
and optimized ADRCs for intravascular delivery itit@ same patient. As a result of this approvalcureently plan to target select centers in
Europe to build patient data, which we believe bamused to further expand these claims and inc@akgion® adoption. The approval will
also allow independent European investigators tmmlaot their own vascular studies.

We have also refined our corporate priorities fwubon what we believe represents the greatestemawalue to our shareholders with
our existing capital resources. As part of thiatsgy, we are going to reduce our 2013 investimeotir European heart attack trial,
ADVANCE until such time as additional resources available. This will provide us with flexibilityotinvest more in areas of higher strategic
importance such as in the ATHENA refractory heaitufe trial, and in the government funded actastunder our BARDA contract.

Development Pipeline

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

In the U.S., we are conducting our ATHENA triapm@spective, double blind, placebo-controlled, medinter trial in up to 45 patients.
The trial will measure several endpoints, includiegk oxygen consumption (Vax). Additional endpoints include perfusion defdeft

ventricle end-systolic and diastolic volume and g fraction at six and 12 months. Enrolimengéxpected to be complete by mid-2013.

In 2012, we amended our ADVANCE trial and enrolpadients across a small number of European trigkces. In light of the required
resources to complete enroliment in an accelerfasdon and competing corporate priorities at tinie, we are only prepared to commit a
minimal level of investment in ADVANCE for 2013. &lgoal for 2013 is to bring the total ADVANCE ennoént to 25 patients with an
interim analysis to be performed after the firstpa2ients.

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

safety and sustained improvement in infarct sizkarfusion.

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

Results of Operations

Product revenue
Product revenues consisted of revenues primaoiy four Celution® and Puregraft® Systems and Stemt@@®iCell Banks.
The following table summarizes the componentsterthree months ended March 31, 2013 and 2012:

For the three months ended March 3!

2013 2012

Product revenues - third party $ 1,392,000 $ 1,481,00!
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We experienced a decrease in product revenue dilmintpree months ended March 31, 2013 as compatbe same periods in 2012, due
principally to the product mix comprising revenoe éach period and anticipated timing associatél karger system related sales.

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

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

Cost of product revenues

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

For the three months ended March 31

2013 2012
Cost of product revenut $ 737,000 % 836,00(
Share-based compensation 19,00( 17,00(
Total cost of product revenues $ 756,000 $ 853,00(
Total cost of product revenues as % of productmage 54.% 57.6%

Cost of product revenues as a percentage of produehues was 54.3% and 57.6%for the three montthesdeMarch 31, 2013 and 2012,
respectively. Fluctuation in this percentage ibe@xpected due to the product mix, distributor dinelct sales mix, and allocation of overhead.

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

Development revenu

The following table summarizes the components ofdmvelopment revenues for the three months endediv31, 2013 and 2012:

For the three months ended March 3:

2013 2012
Development (Olympus $ 638,000 $ —
Development (Senk¢ 1,179,001 —
Government contract (BARD/ 547,00( —
Other 2,00( 3,00(
Total development revenues $ 2,366,000 $ 3,00(

We recognize deferred revenues, related partyeasladpment revenue when certain performance omiggtare met (i.e., using a
proportional performance approach). Of the amoratsived and deferred, we recognized the remaihévglopment revenue of $638,000
during the three months ended March 31, 2013 asutrof the United States Court of Appeals upmgdhe FDA'’s previous determination
that our cell processing devices were not substiyngquivalent to the cited predicate devicese Tdrognition of revenue associated with this
event reflects the completion of our efforts exphtb use commercially reasonable efforts to olitairice regulatory approvals in the United
States as it pertains to the 510(k) pathway. Thex®no similar development revenue recognizechduhe three months ended March 31,
2012.
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In February 2013, we entered into a mutual ternmonaand 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 are obligated to pay 8e31200,000 in six quarterly installment paymeaft$200,000 each through May
2014. At the time of the Termination Agreement,ivegel a balance of $2,379,000 in deferred revenn@sipbalance sheet relating to the
payments received from Senko in the past purswoathiet Distribution Agreement. During the three therended March 31, 2013, we made
first installment payment of $200,000, accrued 8,000 of the termination fee, and recognized émeaining $1,179,000 in development
revenues which reflects the Company’s efforts towaommercialization under the agreement.

In the third quarter of 2012, we were awarded dreghto develop a new countermeasure for thermaldvalued at up to $106 million
with U.S. Department of Health and Human Servi@&medical Advanced Research and Development Aitfh(BARDA). The initial base
period includes $4.7 million over two years andars\preclinical research and continued developmwi@tori’s Celution®system to improv
cell processing. The additional contract optiohfylly executed, could cover clinical developmémtough FDA approval under a device-baset
PMA regulatory pathway. This is a cost reimbursenoentract and related government contract revevagerecorded at the gross amount of
reimbursement starting in the fourth quarter of200o receive funds under this arrangement, weegreired to (i) demonstrate that we
incurred “qualifying expenses,” as defined in tlatcact agreement between BARDA and us, (ii) m&indasystem of controls, whereby we
can accurately track and report all expenditurksed solely to develop a new countermeasure fmnthl burns, and (iii) file appropriate fori
and follow appropriate protocols established by BR During the three months ended March 31, 2@8jncurred $508,000 in qualified
expenditures. We recognized a total of $547,00@wenues for the three months ended March 31, 2@i8h included allowable fees as well
as cost reimbursements. There were no comparal@aues and expenditures for the three months evdech 31, 2012.

The future We expect to continue recognizing governmentre@hrevenue relating to our contract with BARD#\ae continue our
development work relating to this contract.

Research and development expet

Research and development expenses include costsaes with the design, development, testing arithecement of our products,
regulatory fees, the purchase of laboratory suppfiee-clinical studies and clinical studies. Tdllowing table summarizes the components of
our research and development expenses for the tiwaths ended March 31, 2013 and 2012:

For the three months ended March 3!

2013 2012
General research and developrmr $ 3,578,000 $ 2,681,001
Share-based compensation 142,00( 155,00(
Total research and development expenses $ 3,720,000 $ 2,836,001

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

The increase in research and development expemstiefthree months ended March 31, 2013 as comparthe same period in 2012 is
due to increases in salary and related benefiteresg(excluding share-based compensation) of $0F5aM increase in professional services
expenses of $104,000, increased research supppesse of $148,000, and increased clinical stugieese of $184,000 associated with our
clinical, BARDA related development work and redatg activities.

The future We expect research and development expenditoiesrease in the remainder of 2013 as we contmuellment in our US trial

ATHENA, limited enroliment in the ADVANCE cardiadal, continue development work under our BARDA tant, and as we seek
additional regulatory clearances and potentialgkde initiate additional trials or patient regier during 2013.
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Sales and marketing expenses

Sales and marketing expenses include costs of aatbmarketing personnel, tradeshows, physiciamitiga and promaotional activities ai
materials. The following table summarizes the conguds of our sales and marketing expenses fohtiee inonths ended March 31, 2013 anc
2012:

For the three months ended March 3!

2013 2012
Sales and marketir $ 2,096,000 $ 2,180,00!
Share-based compensation 161,00( 196,00(
Total sales and marketing expenses $ 2,257,000 $ 2,376,001

The decrease in sales and marketing expense dhartgree months ended March 31, 2013 as compaithe same period in 2012 was
mainly attributed to the decrease in salary anatedl benefits expense (excluding share-based caatem) of $67,000 as a result of targeted
reductions in staff and external costs made irye2012.

The future: We expect sales and marketing expenditures taireralatively stable in the remainder of 2013.

General and administrative expenses

General and administrative expenses include costsdministrative personnel, legal and other piteml expenses, and general corpc
expenses. The following table summarizes the géaead administrative expenses for the three maended March 31, 2013 and 2012:

For the three months ended March 3:

2013 2012
General and administratiy $ 3,295,000 $ 3,350,001
Share-based compensation 551,00( 574,00(
Total general and administrative expenses $ 3,846,000 $ 3,924,001

For the three months ended March 31, 2013 as cadparthe same period in 2012, general and admatiig expenses (excluding share-
based compensation) remained relatively stabld, matsignificant fluctuations noted.

The future: We expect general and administrative expense=main relatively stable through the remainder@f2

Sharebased compensation expenses

Stock-based compensation expenses include chariggsd to options and restricted stock awards éssuemployees, directors and non-
employees along with charges related to the emplsy@ck purchases under the Employee Stock PuréiasdESPP). We measure stock-
based compensation expense based on the 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.

The following table summarizes the components ofstare-based compensation expenses for the tlmethsnended March 31, 2013 and
2012:

For the three months ended March 3:

2013 2012
Cost of product revenut $ 19,00 $ 17,00(
Research and developm-related 142,00( 155,00(
Sales and marketi-related 161,00( 196,00(
General and administrative-related 551,00( 574,00(
Total share-based compensation expenses $ 873,000 $ 942,00(
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Most of the share-based compensation expensesedhitee months ended March 31, 2013 and 2012 defatthe vesting of stock option
and restricted stock awards to employees.

See Notes to the Consolidated Financial Stateniecitgded elsewhere herein for disclosure and d&ounsof share based compensation.

The future We expect to continue to grant options and stve&rds (which will result in an expense) to oupéayees, directors, and, as
appropriate, to non-employee service providersiddition, previously-granted options will continteevest in accordance with their original
terms. As of March 31, 2013 the total compensatiust related to non-vested stock options and sieckds not yet recognized for all our
plans is approximately $7,495,000, which is expttebe recognized as a result of vesting undeticgeconditions over a weighted average
period of 1.97 years.

Change in fair value of warrant liability

The following is a table summarizing the chang&invalue of our warrant liability for the threeamths ended March 31, 2013 and 2012:

For the three months ended March 3!

2013 2012

Change in fair value of warrant liability $ (334,000 $ 130,00(

Changes in fair value of our warrant liability gmémarily due to fluctuations in the valuation iripusuch as stock price, volatility,
remaining life and others. See Notes to the Caasigld Condensed Financial Statements includevbexe herein for disclosure and
discussion of our warrant liability.

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

Change in fair value of option liability

The following is a table summarizing the changé&invalue of our put option liability for the theenmonths ended March 31, 2013 and
2012:

For the three months ended March 3:

2013 2012

Change in fair value of option liability $ 250,000 $ (270,000

Changes in fair value of our put option liabilityeadue to changes in assumptions used in estimgtingalue of the Put, such as
bankruptcy threshold for Cytori, fair value of t®&/mpus-Cytori, Inc. Joint Venture, volatility athers. See Notes to the Consolidated
Condensed Financial Statements included elsewleeegnhfor disclosure and discussion of our putaptiability.

The future:The Put has no expiration date. Accordingly, we @ohtinue to recognize a liability for the Put ilifttis exercised or until the
arrangements with Olympus are amended.

Financing items

The following table summarizes interest incomegiiest expense, and other income and expense farreemonths ended March 31,
2013 and 2012:

For the three months ended March 3:

2013 2012
Interest income $ —  $ 2,00(
Interest expens (709,00() (865,001
Other income (expense) (173,000 (47,000
Total $ (882,000 $ (910,000
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« Interest expense decreased for the three montlesidvidrch 31, 2013 as compared to the same peripdli as we continue to
repay our principal balance on the $25.0 milliomtdéoan that was amended in September 2

« The changes in other income (expense) during tiee ttnonths ended March 31, 2013 as compared &athe period in 2012
resulted primarily from changes in foreign curreegghange rate

The futureinterest income earned in the remainder of 201Bbeildependent on our levels of funds availablérfeestment as well as
general economic conditions. Subject to our fufim@ncing activities, we expect interest expems2d13 to decrease as we continue to repla)
principal balance on the $25.0 million term loaatttvas amended in September 2011.

Equity loss from investment in Joint Vent

The following table summarizes our equity loss friowestment in joint venture for the three monthded March 31, 2013 and 2012:

For the three months ended March 3:

2013 2012

Equity loss from investment in joint venture $ (48,000 $ (50,000

The losses relate entirely to our 50% equity irgeie the Joint Venture, which we account for usimg equity method of accounting.
The future:We do not expect to recognize significant lossesfthe activities of the Joint Venture in the fereable future. As of March
31, 2013, we were engaged in ongoing discussiotis@lympus relating to the future of the Joint Meetrelationship, including the potential
termination of the Joint Venture. See Notes to@basolidated Condensed Financial Statements iadletsewhere herein for disclosure and
discussion of our Joint Venture Termination Agreatibat was executed in May 2013.
Liquidity and Capital Resources

Shortterm and longerm liquidity

The following is a summary of our key liquidity nsesies at March 31, 2013 and December 31, 2012:

As of March 31 As of December 31

2013 2012
Cash and cash equivalents $ 16,404,00 $ 25,717,00
Current asset $  24,200,00 $ 33,979,00
Current liabilities 16,684,00 17,613,00
Working capital $ 7,516,000 $ 16,366,00

We incurred net losses of $7,667,000 and $9,325@0Me three months ended March 31, 2013 and ,2@spectively. We have an
accumulated deficit of $282,395,000 as of MarchZ811,3. Additionally, we have used net cash of $9,200 and $7,714,000 to fund our
operating activities for the three months endeddd@1, 2013 and 2012, respectivelyo date, these operating losses have been funded
primarily from outside sources of invested capatiadl gross profits. During 2012 and 2013, we expadmde commercialization activities while
simultaneously pursuing available financing soutocesupport operations and growth.

We have had, and we will likely continue to hawe pagoing need to raise additional cash from oatswlirces to fund our future
operations. We believe we have sufficient caslud operations through June 30, 2013, which ineughinimum liquidity requirements of t
Amended and Restated Loan and Security Agreentatitréquires us to make principal payments of $88bper month along with accrued
interest and maintain at least three months of oadiiand. We are in discussions with our lender group torexktime term of the loan and de
principal payments to coincide with anticipateddurct sales, government contract payments, and pttential cash milestones. At June 30,
2013, absent additional funding or debt restruntyrour cash balance will be less than the mininigmdity amount required by the lender in
the Amended and Restated Loan and Security Agreenteorder to fund operations and our continuechimercialization efforts through the
next twelve months, we are pursuing additional fagdhrough either strategic corporate partnerstdpbt restructuring or future issuances of
equity or debt securities in addition to our grpegfits. We have an established history of raigiagital through all these platforms, and are
currently involved in negotiations with multiplenias. In the absence of sufficient positive cistvs from operations, no assurance can be
given that we can generate sufficient revenue w@icoperating costs or that additional financing & available to us and, if available, on
terms acceptable to us in the future.
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Without this additional capital, cash generateanfales and containment of costs will not providecuate funding indefinitely at their
current levels. If we cannot raise sufficient ¢alpiwe would need to reduce our research, devedopnand administrative operations, incluc
reductions of our employee base and the deferrah@bing development projects, to focus almostelyton the supply of current products to
existing distribution channels and our thermal beontract arrangement with BARDA. As a result,isteductions would negatively affect ¢
ability to achieve certain other corporate goals.

The following summarizes our contractual obligasi@md other commitments at March 31, 2013, aneffleet such obligations could he
on our liquidity and cash flow in future periods:

Payments due by period

Less than 1 More than

Contractual Obligations Total year 1 - 3years 3 —5years 5 years
Long-term obligations $ 21,120,00 $ 9,923,000 $ 11,197,00 $ — 8 =
Interest commitment on lo-term obligations 2,084,001 1,544,001 540,00( — —
Operating lease obligatiol 9,075,001 2,177,001 3,868,001 3,030,001 —
Minimum purchase requiremer 850,00t 850,00 — — —
License termination fee obligatic 1,000,00! 800,00 200,00

Pre-clinical research study obligatio 23,00( 23,00( — — —
Clinical research study obligations 11,700,00 3,150,001 5,700,001 2,850,001 —
Total $ 45,852,000 $ 18,467,00 $ 21,505,000 $ 5,880,000 $ —

Cash (used in) provided by operating, investing), famancing activities for the three months endearéh 31, 2013 and 2012 is
summarized as follows:

For the three months endec

March 31,
2013 2012
Net cash used in operating activit $ (9,294,000 $ (7,714,00)
Net cash used in investing activiti (281,000 (25,000
Net cash provided by financing activiti 332,00( 5,216,001
Effect of exchange rate changes on cash and casiaénts (70,000 —
Net decrease in cash and cash equiva (9,313,001 (2,523,001

Operating activities

Operational activities, inclusive of research ardedopment, sales and marketing, and general amihidrative efforts, offset in part by
product sales, generated an operating loss of $®@3 for the three months ended March 31, 2018 dperating cash impact of this loss was
$9,294,000, after adjusting for the recognitiomoh-cash development revenues of $1,817,000, neimsteare-based compensation and othel
adjustments for material non-cash activities, sagkdepreciation, amortization, change in fair valieption and warrant liabilities, and
changes in working capital due to timing of prodsitipments (accounts receivable) and payment lofities.

Operational activities, inclusive of research ardedopment, sales and marketing, and general amihidrative efforts, offset in part by
product sales, generated an operating loss of $886 for the three months ended March 31, 201# dperating cash impact of this loss wa:
$7,714,000, after adjusting for the consideratibnam-cash share-based compensation and otheitméjois for material non-cash activities,
such as depreciation, amortization, change invigire of option and warrant liabilities, and cham@eworking capital due to timing of product
shipments (accounts receivable) and payment dfitiab.

Investing activities

Net cash used in investing activities for the thremths ended March 31, 2013 resulted from cadioaus for payment of a license
termination fee of $200,000 and for purchases operty and equipment.

Net cash used in investing activities for the thramths ended March 31, 2012 resulted from cadtoaufor purchases of property and
equipment.

24




Index

Financing Activities

The net cash provided by financing activities fog three months ended March 31, 2013 related pifimara sale of 1,053,000 shares for
approximately $3,001,000 in gross proceeds in cotiorewith the underwriter exercising the optiorptrchase additional shares relating to
our December 2012 public offering partially offegtprincipal payments of $2,485,000 primarily relgtto our $25.0 million loan.

The net cash provided by financing activities fog three months ended March 31, 2012 related pitintara sale of 1,500,000 shares for
approximately $4,396,000 in gross proceeds in cciisrewith our common stock purchase agreement 8ghside entered into on July 11,
2011 and proceeds from exercise of warrants andogeg stock options of $947,000.

Critical Accounting Policies and Significant Estimdes

The preparation of financial statements in conftymiith accounting principles generally acceptethie United States requires us to mak
estimates and assumptions that affect the repartemints of our assets, liabilities, revenues aperses, 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 adijnents to our financial statements
prospectively as we become aware of the necessiyf adjustment.

We believe it is important for you to understand most critical accounting policies. These are mlicies that require us to make our
most significant judgments and, as a result, cbalk the greatest impact on our future financigliits. For a summary of significant
accounting policies, see Notes to the ConsolidBtedncial Statements in Part Il, ltem 8 of our AahReport on Form 10-K for the year
ended December 31, 2012 as well as Notes to Cdasetl Condensed Financial Statements included ké&sevherein for disclosure and
discussion of policies and significant estimatéateel to our warrant and put liabilities, revenaeagnition, and stock based compensation.

Recent Accounting Pronouncements

See Notes to Consolidated Financial Statementsded elsewhere herein for disclosure and discusgioew accounting standards.
ltem 3. Quantitative and Qualitative Disclosures about Marlet Risk

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

We are not subject to market risk due to fluctuadion interest rates on our long-term obligatiosisheey bear a fixed rate of interest. Our
exposure relates primarily to shoerm investments, including funds classified aheivalents. As of March 31, 2013, all excesslfuwer
invested in money market funds and other highlyitiggnvestments, therefore our interest rate exposunot considered to be material.

Foreign Currency Exchange Rate Exposure

Our exposure to market risk due to fluctuationfoieign currency exchange rates relates primailgur activities in Europe and
Japan. Transaction gains or losses resulting f@sh balances and revenues have not been sighificdoe past and we are not currently
engaged in any hedging activity in the Euro, th@ ¥eother currencies. Based on our cash balantdsevenues derived from markets other
than the United States for the three months endadiM31, 2013, a hypothetical 10% adverse chantieiiuro or Yen against the U.S. dollar
would not result in a material foreign currency lexiege loss. Consequently, we do not expect tact®ns in the value of such sales
denominated in foreign currencies resulting frorarea sudden or significant fluctuation in foreigiclgange rates would have a direct materia
impact on our financial position, results of operas or cash flows.

Notwithstanding the foregoing, the indirect effe€fluctuations in interest rates and foreign cnoyeexchange rates could have a materia
adverse effect on our business, financial conditiod results of operations. For example, foreigmency exchange rate fluctuations may
affect international demand for our products. ddition, interest rate fluctuations may affect oustomers’ buying patterns. Furthermore,
interest rate and currency exchange rate fluctatoay broadly influence the United States anddareconomies resulting in a material
adverse effect on our business, financial condiiod results of operations.
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Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedu

We maintain disclosure controls and proceduresatetiesigned to ensure that information requivdaetdisclosed in our reports filed or
furnished pursuant to the Exchange Act is recorgemtessed, summarized and reported within the pieneds specified in the Securities and
Exchange Commission’s rules and forms, and that svformation is accumulated and communicated toneanagement, including our Chief
Executive Officer and Chief Financial Officer, ggeopriate, to allow for timely decisions regardiegjuired disclosure. In designing and
evaluating the disclosure controls and procedunasiagement recognizes that any controls and preegduw matter how well designed and
operated, can provide only reasonable assuranaehadving the desired control objectives, and mament necessarily is required to apply its
judgment in evaluating the c-benefit relationship of possible controls and pahares.

As required by Rule 1345(b) under the Exchange Act, we carried out afuatian, under the supervision and with the pgstition of ou
management, including our Chief Executive Officed £hief Financial Officer, of the effectivenessooir disclosure controls and procedures,
as such term is defined under Rule 13a-15(e) proated] under the Securities Exchange Act of 1934pended, as of the end of the period
covered by this Quarterly Report on Form 10-Q. d8lasn the foregoing, our Chief Executive Officed &hief Financial Officer concluded
that our disclosure controls and procedures wdeetdfe as of the end of the period covered by @usirterly Report.

Changes in Internal Control over Financial Repogin

There have been no changes in our internal cootrel financial reporting during the quarter endearth 31, 2013 that have materially
affected, or are reasonably likely to materiallieaf, our internal control over financial reporting
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PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

From time to time, we have been involved in routitigation incidental to the conduct of our busseeAs of March 31, 2013, we were not
a party to any material legal proceeding. See $ltwtehe Consolidated Condensed Financial Statenreeitided elsewhere herein for a
discussion of our loss contingencies.
Item 1A. Risk Factors
In analyzing our company, you should consider edlgthe following risk factors together with alf the other information included in tr
quarterly report on Form 10-Q, including our unateti Consolidated Condensed Financial Statementglandelated notes and
“Management’s Discussion and Analysis of Finan@ainditions and Results of Operations”. If anyluf tisks described below occur, our

business, operating results, and financial conditiould be adversely affected and the value oftoommon stock could decline.

We have marked with an asterisk (*) those risksrilesd below that reflect new risks or substantitianges from the risks described under
Part I, Item 1A“Risk Factors” included in our Annual Report on Farl0-K for the year ended December 31, 2012.

We will need to raise more cash in the future

We have almost always had negative cash flows fsparations. Our business will continue to resuli Bubstantial requirement for
research and development expenses for several geairsg which we may not be able to bring in stiéfint cash and/or revenues to offset thes
expenses. During 2012 and 2013, we expanded oumeooialization activities while simultaneously puirgy available financing sources to
support operations and growth. We have had, andilveontinue to have, an ongoing need to raisetathl cash from outside sources to
continue funding our operations to profitability o not currently believe that our cash balanckthe revenues from our operations will be
sufficient to fund the development and marketirfgre$ required to reach profitability without raigi additional capital from accessible source
of financing in the future.

In addition, our Amended and Restated Loan andr@gdgreement with General Electric Capital Corgiion, Silicon Valley Bank and
Oxford Finance Corporation requires us to maintariain minimum cash requirements, including asti#faree months of cash on hand, to
avoid an event of default thereunder, and if osha®serves fall below those minimum requiremehen we could be in default under the i
agreement and subject to potential adverse rembyitse lenders, which would have a substantialraaterial adverse effect on our business,
financial condition, results of operations, theweabf our common stock and warrants and our altditaise capital. We believe we have
enough cash to fund operations through June 3@,2@ich includes minimum liquidity requirementstbé Amended and Restated Loan and
Security Agreement, that requires us to make grailggayments of $825,000 per month along with setinterest and maintain at least three
months of cash on hand to avoid an event of detauder the loan agreement. We are in discussiotisour lender group to extend the term of
the loan and defer principal payments to coinciétl anticipated product sales, government confpagtments, and other potential cash
milestones. At June 30, 2013, absent additiamadihg or debt restructuring, our cash balancebwlless than the minimum liquidity amount
required by the lender in the Amended and Reslated and Security Agreement. In order to corginperations through the next twelve
months, we are pursuing additional cash througttesiic corporate partnership and future sales wtyecand the restructure of our short-term
debt obligations, in addition to our gross profit¢hile we have an established history of raisingjitedthrough these platforms, and we are
currently involved in negotiations with multiplentias, there is no guarantee that adequate funtdbevavailable when needed from additional
debt or equity financing, development and commézeiion partnerships, the refinancing of our shiertn debts, increased results of
operations, or from other sources, or on termsgabée to us. Our inability to obtain sufficientditibnal funds in the future would, at a
minimum, require us to delay, scale back, or elatersome or all of our research or product devetsgmmanufacturing operations,
administrative operations, including our employasdy and clinical or regulatory activities, whichuld have a substantial negative effect on
our results of operations and financial condition.

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 Ssaa@d threats of terrorist attacks in the Ur
States and abroad, could cause a reduction oftmees in and available funding for companies irtaiarindustries, including ours and our
customers. Our ability to raise capital has beahraay in the future be adversely affected by dowrgtin current credit conditions, financial
markets and the global economy.
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We have never been profitable on an operationas laasl expect significant operating losses fomet few years

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

Our business strategy is higisk

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

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

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

Olympus-Cytori, Inc. was 50% owned by us and 5@#aed by Olympus. In 2011 Olympus experiencedssrinternal issues which
have led to a significant change in the managestemtture at Olympus. In 2012 these changes havinoed to develop, with a total
restructuring of the Olympus board of directors ntanagement team, and aspects of its operatiofight of these events, we have been
engaged in ongoing discussions with Olympus rajdtinthe future of the joint venture relationship §ome time and these discussions have
resulted in a mutual agreement to terminate thenPlysCytori, Inc. Joint Venture. Both parties are corted to ensure that the terminatior
the Joint Venture would occur as seamlessly asigesand in a mutually beneficial manner. We db mave any reason to believe at this time
that the mutually agreed termination of the Joieh¥ire as contemplated would have any significagative effects on our business or
operations. Notwithstanding the above, if the taation of our relationship with Olympus were tau# in unforeseen changes that
significantly disrupt our operations and commeizéation efforts (clinical, regulatory and/or commoiat sales), then our business would be
harmed.

We have a limited operating history; operating lssand stock price can be volatile like many §fgence companies

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

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

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

Competitors may have greater experience in devadpihierapies or devices, conducting clinical trialstaining regulatory clearances or
approvals, manufacturing and commercializatiors ffossible that competitors may obtain patentgutain, approval, or clearance from the
FDA or achieve commercialization earlier than we,a@mny of which could have a substantial negatffeceon our business. Finally, Olympus
and our other partners might pursue parallel dgratnt of other technologies or products, which mesylt in a partner developing additional
products competitive with ours.
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We compete against cell-based therapies deriven &lternate sources, such as bone marrow, umbdaral blood and potentially
embryos. Doctors historically are slow to adopt ieghnologies like ours, regardless of the perckmerits, when older technologies continue
to be supported by established providers. Overcgmirch inertia often requires very significant nedikg expenditures or definitive product
performance and/or pricing superiority.

We expect physicians’ inertia and skepticism to &le a significant barrier as we attempt to gainketspenetration 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, the
cardiovascular area and many other indications.

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

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

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

Successful development and market acceptance gfroducts is subject to developmental risks, inclgdailure of inventive imaginatiol
ineffectiveness, lack of safety, unreliability,lé&e to receive necessary regulatory clearancagpmmovals, high commercial cost, preclusion or
obsolescence resulting from third parties’ pro@gtrights or superior or equivalent products, cetitipn from copycat products, and general
economic conditions affecting purchasing pattefingre is no assurance that we or our partnersudgitessfully develop and commercialize
our products, or that our competitors will not depecompeting technologies that are less expermigeiperior. Failure to successfully develoy
and market our products would have a substantgatiee effect on our results of operations andrfaia condition.

Market acceptance of new technology such as ourgealifficult to obtain

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

Future clinical trial results may differ significeywfrom our expectations

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

Manufacturing issues could substantially increasecosts and limit supply of our products

Although we have significant experience in manufeng the Celutior® System platform and its consumables at a commdaeuial, there
can be no guarantee that we will be able to sutilfsdevelop and manufacture future generatioru@eh ® Systems in a manner that is cost-
effective or commercially viable, or that developrhand manufacturing capabilities might not takecmlonger than currently anticipated tc
ready for the market.

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

Due to the fact that the Olympus-Cytori Joint Veathas been terminated, Cytori may not have thauress or ability to self-manufacture

sufficient numbers of devices and consumables &t market demand, and this failure may substapntiaditend the time it would take for us to
bring a more advanced commercial device to market.
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We may not be able to protect our proprietary gght

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

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

Our commercial success will also depend, in parpur ability to avoid infringing on patents issusdothers. If we were judicially
determined to be infringing on any third-party peiteve could be required to pay damages, altepmaucts or processes, obtain licenses, or
cease certain activities. If we are required infthare to obtain any licenses from third partiesgome of our products, there can be no
guarantee that we would be able to do so on comatigrtavorable terms, if at all. U.S. patent applions are not immediately made public
we might be surprised by the grant to someoneddlagatent on a technology we are actively using.

Litigation, which would result in substantial cosisus and diversion of effort on our part, maynkeessary to enforce or confirm the
ownership of any patents issued or licensed tous determine the scope and validity of thirdtpgroprietary rights. If our competitors
claim technology also claimed by us and preparefidagatent applications in the United States,may have to participate in interference
proceedings declared by the U.S. Patent and Tra#te@ffice or a foreign patent office to determingopity of invention, which could result in
substantial costs to and diversion of effort, efe¢he eventual outcome is favorable to us. Anytslitigation or interference proceeding,
regardless of outcome, could be expensive and ¢ionsuming.

Successful challenges to our patents through ofipasj reexamination proceedings or interferencegedings could result in a loss of
patent rights in the relevant jurisdiction. If weainsuccessful in actions we bring against thentatof other parties and it is determined that
we infringe the patents of third-parties, we maysbbject to litigation, or otherwise prevented froammercializing potential products in the
relevant jurisdiction, or may be required to obti@@enses to those patents or develop or obtagmredtive technologies, any of which could
harm our business. Furthermore, if such challetgesir patent rights are not resolved in our fawar,could be delayed or prevented from
entering into new collaborations or from commeiziab 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-8mitnerica Invents Act (AIA).
Among other things the AIA implements a first int@nto file standard for patent approval, chandpesi¢gal standards for patentability under
section 102 of the statute, and creates a post graiew system. As a result of the added uncestaifiinterpretation of the AIA and the
uncertainty of patent law in general, we cannotljgtewith 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 unesdfable.

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

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

Failure to obtain or maintain patent protectionpmtect trade secrets, for any reason (or thimtygdaims 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
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We may not be able to protect our intellectual propin countries outside the United States

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

We and our medical devices are subject to FDA st

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

The regulatory process can be lengthy, expenshgpacertain. Before any new medical device maytveduced to the U.S. market, the
manufacturer generally must obtain FDA clearancapmroval through either the 510(k) pre-marketfigatiion process or the lengthier pre-
market approval application, or PMA, process. heayally takes from three to 12 months from subrois$d obtain 510(k) pre-market
clearance, although it may take longer. Approva ®MA could take four or more years from the time process is initiated. The 510(k) and
PMA processes can be expensive, uncertain, anthigrand there is no guarantee of ultimate clearamapproval. Our Celutichproducts
under development today and in the foreseeablecfutill be subject to the lengthier PMA processciBang FDA clearances and approvals
may require the submission of extensive clinicaadand supporting information to the FDA, and thears be no guarantee of ultimate
clearance or approval. Failure to comply with aggitie requirements can result in application intggiroceedings, fines, recalls or seizures o
products, injunctions, civil penalties, total o suspensions of production, withdrawals ofséirig product approvals or clearances, refusal
to approve or clear new applications or notificasipand criminal prosecution.

Medical devices are also subject to post-markedntam requirements for deaths or serious injuwkgen the device may have caused or
contributed to the death or serious injury, andcftain device malfunctions that would be likedycause or contribute to a death or serious
injury if the malfunction were to recur. If safaty 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 lodgsared or approved by the FDA.

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

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

In cooperation with our distribution partners, wigend to market our current and future products bloimestically and in many foreign
markets. A number of risks are inherent in intdoradl transactions. In order for us to market awdpcts in Europe, Canada, Japan and ce
other non-U.S. jurisdictions, we need to obtain araintain required regulatory approvals or cleaearand must comply with extensive
regulations regarding safety, manufacturing proeessid quality. These regulations, including tlyiirements for approvals or clearances to
market, may differ from the FDA regulatory scheimernational sales also may be limited or disrdig political instability, price controls,
trade restrictions and changes in tariffs. Addiiyn fluctuations in currency exchange rates maweasely affect demand for our products by
increasing the price of our products in the curyerfcthe countries in which the products are sold.
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There can be no assurance that we will obtain egguyl approvals or clearances in all of the coestwhere we intend to market our
products, or that we will not incur significant t®@& obtaining or maintaining foreign regulatoppaovals or clearances, or that we will be
to successfully commercialize current or futuredarcts in various foreign markets. Delays in receffapprovals or clearances to market our
products in foreign countries, failure to receivels approvals or clearances or the future lossefipusly received approvals or clearances
could have a substantial negative effect on ourltesf operations and financial condition.

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

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

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

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

We may have difficulty obtaining health insuraneabursement for our products

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

Our concentration of sales in Japan may have negaffects on our business in the event of anysairnsthat region

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

« political unrest, terrorism and economic or finah@nstability;

- unexpected changes and uncertainty in regulatopyirements and systems related

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

« difficulties in staffing foreign branches and sutiaiies and in managing an expatriate workforcd, differing employment practices
and labor issue:

« potentially adverse tax consequences;

We also face risks associated with currency exchamg convertibility, inflation and repatriatione@dirnings as a result of our foreign
operations. We are also vulnerable to appreciaiatepreciation of foreign currencies against th®.dollar. Although we have significant
operations in Asia, a substantial portion of tratisas are denominated in U.S. dollars. As apptieciaagainst the U.S. dollar increases, it will
result in an increase in the cost of our busingpermses abroad. Conversely, downward fluctuatiornise value of foreign currencies relative
the U.S. dollar may make our products less pricepmtitive than local solutions. From time to time may engage in currency hedging
activities, but such activities may not be ablértot the risks of currency fluctuations.

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

Our largest customer in Japan accounted for 12&tupfevenue during the year ended December 31,.2@K2 of this significant
customer or a significant reduction in the amoudrgroduct ordered by this customer would adversdigct our revenue, results of operations,
and cash flows.

We must maintain guality assurance certificatiod aranufacturing approvals

The manufacture of our products is, and the matufaof any future cell-related therapeutic prodwebuld be, subject to periodic
inspection by regulatory authorities and distribotpartners. The manufacture of devices and predacthuman use is subject to regulation
and inspection from time to time by the FDA for qadiance with the FDA’s Quality System Regulation@SR, requirements, as well as
equivalent requirements and inspections by stadenany.S. regulatory authorities. There can be no guasatinat 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 pasdridelay in attaining compliance may adverselgetffour manufacturing activities and
could result in, among other things, injunctiorisil penalties, FDA refusal to grant pre-market egyals or clearances of future or pending
product submissions, fines, recalls or seizurggaducts, total or partial suspensions of productamd criminal prosecution. There can be no
assurance after such occurrences that we will lzetalobtain additional necessary regulatory apaliwer clearances on a timely basis, if at alll
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 aj@ma and financial condition.

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

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

Contracts with U.S. Government agencies typicadiytain termination provisions unfavorable to thieeotparty, and are subject to audit and
modification by the U.S. government at its soledition, which will subject us to additional riskhese 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 freoeiving new contracts or extending our existingtracts based on violations or
suspected violations of laws or regulatic

« cancel, terminate or suspend our contracts baseelations or suspected violations of laws or datjans;

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

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

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

The DHHS and the DCAA also review the 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 reumsed, while such costs already reimbursed mustrgly 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 United States government.

We depend on a few key officers

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

We may not have enough product liability insurance

The testing, manufacturing, marketing, and saleunfregenerative cell products involve an inhereskt that product liability claims will k
asserted against us, our distribution partnercemsees. There can be no guarantee that oucallitmial and commercial product liability
insurance is adequate or will continue to be alslglén sufficient amounts or at an acceptable dbat,all. A product liability claim, product
recall, or other claim, as well as any claims foingured liabilities or in excess of insured lighak, could have a substantial negative effect or
our results of operations and financial conditiélso, well-publicized claims could cause our stockall 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 v@atitd fluctuate significantly, which could resultsubstantial losses for stockholders and
subject us to litigation.

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

« fluctuations in our operating results or the oparptesults of our competitors;

« changes in estimates of our financial results comemendations by securities analysts;

« variance in our financial performance from the etptons of securities analysts;

« changes in the estimates of the future size andthrmate of our markets;

« changes in accounting principles or changes inpnéations of existing principles, which couldeadt our financial results;

« conditions and trends in the markets we serve;

« changes in general economic, industry and markaditons;

« success of competitive products and services;

« changes in market valuations or earnings of ourpeiitors;

« announcements of significant new products, corgraatquisitions or strategic alliances by us orammpetitors;

« the timing and outcome of regulatory reviews angrapals of our products;

- the commencement or outcome of litigation involving company, our general industry or both;

« changes in our capital structure, such as futwaisces of securities or the incurrence of additidabt;

« actual or expected sales of our common stock bydigers of our common stock; and

« the trading volume of our common stock.

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 confidence. A ifsnvestor confidence may result in extremegoeind volume fluctuations in our common
stock that are unrelated or disproportionate toogherating performance of our business, our fireremndition or results of operations. These
broad market and industry factors may materialiygrhthe market price of our common stock and expss® securities class-action litigation.
Class-action litigation, even if unsuccessful, dooé costly to defend and divert management’s tatteand resources, which could further

materially harm our financial condition and reswtoperations.

Future sales of our common stock may depress auie girice.

As of March 31, 2013, we had 67,173,050 sharesioEommon stock outstanding. Sales of a numbeharfes of common stock in the
public market, or the expectation of such sales|ccoause the market price of our common stocletdie. In addition, our 2004 Equity
Incentive Plan provides for annual increases imimaber of shares available for issuance undepldre which may, among other things, re
in dilution of the price of our common stock. Weyraso sell additional common stock in subsequebtip offerings, which may adversely
affect the market price of our common stock.

We have granted demand registration rights forgiéstration of the resale of certain shares ofaaummon stock to each of Olympus
Corporation, Astellas Pharma Inc. and Green Hasgitaply, Inc. pursuant to common stock purchaseegents previously entered into with
each of these stockholders. An aggregate of 5,328Bares of our common stock are subject to tthesend registration rights. If we receive
a written request from any of these stockholdefida registration statement under the Securiieiscovering its shares of unregistered
common stock, we are required to use reasonaldeg®tb prepare and file with the SEC within 30ibass days of such request a registration
statement covering the resale of the shares foffaring to be made on a continuous basis pursiwaRule 415 under the Securities Act.

35




Index

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

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

« authorize our Board of Directors to issue withdotkholder approval up to 5,000,000 shares of predestock, the rights of which
will be determined at the discretion of the Boafdwoectors, of which 9,500 shares are designatefazies RP Preferred Stock
pursuant to the Stockholder Rights Plan descrilebovg

« require that stockholder actions must be effectedduly called stockholder meeting and cannotken by written consent;

« establish advance notice requirements for stocldnaidminations to our Board of Directors or forckioolder proposals that can
acted on at stockholder meetings;

« limit who may call stockholder meetings.

In addition, in 2003 we adopted a Stockholder Righian of the kind often referred to as a poistin e purpose of the Stockholder
Rights Plan is to prevent coercive takeover tattias may otherwise be utilized in takeover attempphe existence of such a rights plan may
also prevent or delay a change in control of thenf@any, and this prevention or delay may adversiégctthe market price of our shares.

We are governed by the provisions of Section 20B®Delaware General Corporation Law, which mayess certain criteria are met,
prohibit large stockholders, in particular thosenawg 15% or more of the voting rights on our comnstock, from merging or combining with
us for a prescribed period of time.

We pay no dividends.

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

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

The trading market for our common stock will bduehced by the research and reports that industsgaurities analysts publish about us
or our business. If one or more of these analysise coverage of our company or fail to publislomspn us regularly, we could lose visibil
in the financial markets, which in turn could caose stock price or trading volume to decline. didiéion, it is likely that in some future period
our operating results will be below the expectaiohsecurities analysts or investors. If one oravad the analysts who cover us downgrade
our stock, or if our results of operations do neetrtheir expectations, our stock price could decli
Item 2. Unregistered Sales of Equity Securities andse of Proceeds

None
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Item 3. Defaults Upon Senior Securities

None

Item 4. Mine Safety Disclosures
None

Item 5. Other Information

Termination of Olympu€ytori Joint Venture

Effective on May 8, 2013, we entered into a Joiah#ire Termination Agreement with the Olympus Caaion. The Joint Venture was
formed in 2005 to facilitate the development anchgtercialization of the next generation Celution®&tems. The Joint Venture owns all
manufacturing rights to develop and manufactureékition Products commercialized by us. This Agreet transfers all of the shares of the
Joint Venture Company, Olympus-Cytori, Inc. to Rarsuant to the Agreement, Olympus will also trangf us all their interest in the jointly
developed patents and patent applications andic&@tgmpus patents and patent applications relaidde Joint Venture developed Celution
products, all of the design and manufacturing eelabformation relative to the Joint Venture deypeld Celution products, certain completed
devices, consumables and related tools and padtgramts us a license to use Olympus intellecttgqrty rights incorporated into the Joint
Venture developed Celution products. All of thg®@pus-Cytori Joint Venture related agreements wboelderminated in full, and each party
will grant the other a full release of claims. msideration for the rights and properties tramsféto us, we will pay Olympus the following:

« Initial Fee of $220,000 within 60 days of the Etfee Date

« 5% of the gross sales of all of our product sate# the Full Purchase Price has been paid.

« The Full Purchase Price shall be satisfied uporfudfiiment of any oneof the following payment options (each of whictatoour
election, except for the Olympus Option below, amdusive of the previously paid Initial Paymentdsany payments made to
Olympus based on gross sales of our produ

0 We may elect to pay Olympus a total of $4.5 milldwilars within one year of the Effective Date;)(
0 Olympus Option- In the event we raise attl&&8% million dollars in cash or cash equivalenithim one year of the
Effective Date, Olympus may require that we immeajapay Olympus a total of $4.5 million dollarsy)
0 We may elect to pay Olympus a total of $6.0 milldmilars within two years of the Effective Dater)(
0 Inthe event we have not paid Olympus thé Futchase Price during the first two years, wel sfearequired to pay
Olympus a total of $16 million dollars as follov
=  $3 million dollars during our fiscal year in whithe third anniversary of the Effective Date falled
=  $3 million dollars during our fiscal year in whithe fourth anniversary of the Effective Date fatlsad
= $4 million dollars during our fiscal year in whithe fifth anniversary of the Effective Date falksd
= any additional amounts necessary to reach a tbgl@million dollars paid by us during our fisgedar in whict
the sixth anniversary of the Effective Date fe

The Joint Venture Termination Agreement was thenauation of events that date back to 2011 when Q@lysrexperienced serious internal
issues which led to a significant change in the agament structure at Olympus. In 2012 these charggesued to develop, with a total
restructuring of the Olympus board of directors,ntanagement team, and many aspects of its ogesatiolight of these events, we were
engaged in ongoing discussions with Olympus rejatinthe future of the joint venture relationstapd the future development of the Celution
System to ensure the continuity of operations fihlparties, irrespective of the final outcomela telationship. Both parties were committec
to ensure that any transition would occur as sesstyl@s possible, and in a mutually beneficial neaniWe do not believe that Joint Venture
Termination Agreement will have any significantesffs on our business or operations, except withetgo the cash commitments required tc
pay the purchase price for the Joint Venture amdgsets as described above.
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Iltem 6. Exhibits

Exhibit
No.

10.91

31.1

31.2

32.1*

101.INS

101.SCH
101.CAL
101.LAB

101.PRE

Description

Joint Venture Termination Agreement dated May 8,2By and between the Company and Olympus Corporéiled herewith)

Certification of Principal Executive Officer Pursudo Securities Exchange Act Rule 13a-14(a), aptEdi pursuant to Section
302 of the Sarban-Oxley Act of 2002 (filed herewith

Certification of Principal Financial Officer Pursua@o Securities Exchange Act Rule 1B&(@), as adopted pursuant to Section
of the Sarban«-Oxley Act of 2002 (filed herewith

Certifications Pursuant to 18 U.S.C. Section 1&&urities Exchange Act Rule 13a-14(b), as adgptiesant to Section 906 of
the Sarbane- Oxley Act of 2002 (filed herewith

XBRL Instance Documer

XBRL Schema Documet

XBRL Calculation Linkbase Docume
XBRL Label Linkbase Documel

XBRL Presentation Linkbase Docume

*  These certifications are being furnishedeoto accompany this report pursuant to 18 U.$350 and are not being filed for purposes of
Section 18 of the Securities and Exchange Act 841&nd are not to be incorporated by referenceanyofiling of the Company, whether ms
before or after the date hereof, regardless ofg@meral incorporation language in such filing.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdéport to be signed on its behalf by the
undersigned thereunto duly authorized.

CYTORI THERAPEUTICS, INC.

By: /s/ Christopher J. Calhot
Dated: May 10, 201 Christopher J. Calhot
Chief Executive Office

By: /s/ Mark E. Saa
Dated: May 10, 201 Mark E. Saac
Chief Financial Officel
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JOINT VENTURE TERMINATION AGREEMENT

THIS JOINT VENTURE TERMINATION AGREEMENT (this “ Agreement”) is entered into as of the Effective Date by andvieet
Olympus Corporation, a corporation organized andtiexy under the laws of Japan @ympus "), and Cytori Therapeutics Inc., a comp
organized and existing under the laws of the Sihfeelaware, United States of America@ytori ”). Olympus and Cytori are hereinafter ¢
referred to collectively as theParties” and each individually as aParty ".

RECITALS
A. WHEREAS , Olympus is a leading developer and manufacturerealical and scientific equipmel

B. WHEREAS , Cytori is a leading developer of regenerativé tahnology, including scientific equipment usedcarry out regenerati
cell therapies and treatmer

C. WHEREAS , Olympus and Cytori entered into a certain Join¥re Agreement dated November 4, 2005 (théoiht Venture
Adreement "), and certain Related Agreements (defined below) seatforth, among other things, the terms and c¢mmdi for the
formation, operation, and management of the

D. WHEREAS , Pursuant to the Joint Venture Agreement, Olyngma Cytori each acquired and currently own oneghod and twentgix
(1,026) shares of the common stock of Olym@yseri, Inc., a company organized and existing urttle laws of the State of Delawe
United States of America (t* JV ").

E. WHEREAS , Olympus entered the Related Agreements (as lateirdefined) with Cytori and/or the J

F. WHEREAS , Olympus acquired and currently owns four millibirteen thousand and forty-three (4,013,043) shafeCytori's commo
stock (the* Cytori Shares™”).

G. WHEREAS , In light of longterm business considerations, subject to the tamdsconditions herein, Olympus is willing to sédl share
of the JV and certain of its assets to Cytori, &ydori wishes to acquire such shares and assetbathdOlympus and Cytori desire
terminate the Joint Venture Agreement and the BeélAgreement:

NOW THEREFORE , for valuable consideration, the receipt and adegwf which are hereby acknowledged, the Partezslly agree
follows:

1. DEFINITIONS

1.1 Defined Terms. Capitalized terms used in this Agreement haeeadispective meanings ascribed there'Schedulel.1.




1.2
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2.2

2.3

Interpretation The definitions of terms herein shall apply diyu the singular and plural forms of the termefided. Whenever tl
context may require, any pronoun shall include tleresponding masculine, feminine and neuter forfitee words “include,”
“includes,” and “including” shall be deemed to lmdidwed by the phrase “without limitation.Unless the context requires otherv
(a) any definition of or reference to any agreemémtrument, other document or provision of laweie shall be construed
referring to such agreement, instrument, other oheeu or provision of law as from time to time reaeted, re-printed, amended, re
named, superseded, supplemented or otherwise madifior to the date hereof, (b) any reference ihei@ any person shall
construed to include such person’s successors ssigna, (c) the word “countryShall be construed to include any country, <
nation or territory recognized by the internatiooainmunity, (d) the words “herein,” “hereof,” andereunder,’and words of similz
import, shall be construed to refer to this Agreehir its entirety and not to any particular préetshereof, (e) all references herei
Sections and Schedules shall be construed totefaections and Schedules to this Agreement, i@eheadings used herein are
convenience of reference only, do not form a pdrthis Agreement and shall not affect the constoumctof, or be taken in
consideration in interpreting, this Agreement, \iggenever this Agreement refers to an Scheduletathbereto, such Schedule s
be deemed to be incorporated by reference heneih(lg whenever this Agreement refers to a numbeags, such number shall re
to calendar days unless Business Days are spe(

PURCHASE AND SALE OF OLYMPUS JV SHARES AND THE OLYM PUS ASSETS
Basic Obligation Subject to the terms and conditions of this A&gnent, Olympus shall sell and convey the JV Sharek th

Olympus Assets to Cytori free and clear of any Emotances, and Cytori shall purchase the JV Shawagshee Olympus Assets frc
Olympus for the Total Purchase Pri

Purchase and Sale of all JV She.

(@) On the Transfer Date, Olympus shall sen@ytori via an international courier service, retueceipt requested original shar
certificates representing the JV Shares, duly esatb(or accompanied by duly executed stock pow

(b) On or prior to the Transfer Date, Olympus shallssaMessrs. Yasunobu Toyoshima, Masatoshi KobayastiMamoru Kanel
to resign as directors of the JV, effective ashef Transfer Date, and shall provide copies of sugtten resignations to Cytoi

Delivery of the Olympus Assetdn order to effectuate the transfer of the AseidjPatents to Cytori, as soon as reasonably paad
after the Transfer Date, Olympus shall execute sfoecins of assignment as shall be reasonably agteedy Olympus an
Cytori. Within four (4) weeks of the Transfer Datlympus shall deliver the Olympus Assets, otlemtthe Assigned Patents
Cytori FCA Tokyo, Japan. Title to and risk of lasfsthe Olympus Assets shall pass from OlympusytoC upon Olympusdelivery
of the Olympus Assets to Cytori. Notwithstandimg foregoing, (i) if any of the Service Parts hamg been manufactured by
Transfer Date, Olympus shall not be obligated tovdesuch item(s) within four (4) weeks of the Mséer Date, but shall deliver st
item(s) to Cytori FCA Tokyo, Japan within thirtyQBdays after such item(s) has been manufactureti{ig Olympus shall have |
obligation to deliver the New Devices to CytoriGftori does not or does not cause the JV to mairitaieffect through the date
delivery of the New Devices all CE Marks and otlygmvernment approvals for the Celution One Device &@elution On
Consumables that are in effect as of November @81 2or any subsequent equally valid CE Mark amqg@pals.




2.4

Purchase PriceCytori shall pay Olympus the Initial Paymenthiit sixty (60) days of the Effective Date. Cytehall pay Olympt
the USD value of five percent (5%) of Cytarigross sales receipts for sales of all producisiding, without limitation, all previot
models and any newer models of the Celution Oneidesvand Celution One Consumables, beginning witssy sales recei;
received for sales made in Cytarfirst fiscal quarter of 2013, within sixty (60xyb of the end of each Cytori fiscal quarter, uthig
Total Purchase Price is paid by Cytori to Olympuduil (the “ Installment Payments”). Cytori may elect to pay the Total Purch
Price under any one of the following optio

(a) One Year Payment OptionCytori may elect to pay Olympus a total of US[B0D,000, inclusive of the Initial Payment anc
Installment Payments (theOne Year Payment Option”). If Cytori exercises this option, Cytori shall payy@pus the Initic
Payment and the Installment Payments as set fodbea plus any additional amounts necessary tdradotal of USD 4,500,0!
within one (1) year of the Effective Da

(b) Two Year Payment OptianCytori may elect to pay Olympus a total of USP(®,000, inclusive of the Initial Payment anc
Installment Payments (theTwo Year Payment Option”). If Cytori exercises this option, Cytori shall payy@pus the Initie
Payment and the Installment Payments as set fodbea plus any additional amounts necessary tdradotal of USD 6,000,01
within two (2) years of the Effective Dal

(c) Olympus Payment OptionCytori shall promptly inform Olympus in writingf all cash and cash equivalents that Cytori rezs
within one (1) year following the Effective Datélotwithstanding Cytors exercise of the One Year Payment Option or Twar
Payment Option, if Cytori receives a cumulativeataif at least USD 35,000,000 in cash or cash edgins through strateg
and/or financing arrangements during such one €& yperiod, then, Cytori shall pay Olympus a tofaUSD 4,500,000 withi
five (5) Business Days of Cytori's receipt of a ten notice from Olympus requesting such paymér (tOlympus Paymen
Option ). For the avoidance of doubt, the cumulative sum @hori shall pay Olympus under the Olympus Payn@ption it
USD 4,500,000, composed of (i) the Initial Payméiit,any Installment Payments received by Olymparg] (iii) any addition:
amounts necessary to reach a total of USD 4,500




2.5

2.6

(d) Extended Payment OptionCytori may elect to pay Olympus a total of US®QD0,000, inclusive of the Initial Payment anc
Installment Payments (theExtended Payment Option”). If Cytori exercises this option, Cytori shall payy@®pus the Initic
Payment, the Installment Payments, and the miniranmual payments below, until Cytori has paid Olysputotal of USI
16,000,000 (after which Cytori shall have no furtbbligation with respect to the Extended Paymeptidd) provided, howeve
that during years three (3) through six (6) Cygiall pay the minimum Installment Payment amougpscified below for suc
years, with any shortfall in installment paymerds éach year being paid in full within sixty (6@ys following the end of ea
relevant Cytori fiscal year. Cytori shall pay Olgos at least the following amounts during yearseh(3) through s
(6) following the Effective Date: (i) USD 3,0000 during the Cytori fiscal year in which the thadniversary of the Effecti
Date falls; (i) USD 3,000,000 during the Cytorsdal year in which the fourth anniversary of théeEtive Date falls; (iii) USI
4,000,000 during the Cytori fiscal year in whicle thifth anniversary of the Effective Date falls;daiv) any additional amour
necessary to reach a total of USD 16,000,000 dutiegCytori fiscal year in which the sixth anniwemg of the Effective Da
falls.

If Cytori does not exercise the One Year PaymentioDp Two Year Payment Option, or pay Olympus theal Purchase Pri
pursuant to Section 2.4(c), then Cytori shall bended to have exercised the Extended Payment Op@gtuori shall pay the Tot
Purchase Price to Olympus in accordance with tlisti® 2.4 without prior notice or demand and withdeduction, sedff, or
reduction for any reason and notwithstanding arspute that may arise from or be related to thiseAgrent or any clait
counterclaim, recoupment, defense, or other rigtitivCytori may have against Olympus.

Payment Method Cytori shall pay all amounts due to Olympus hader by wire transfer in immediately available darto th
following bank account

Account No: 022101

Account Name. OLYMPUS CORPORATION

Account With:  The Bank of Toky-Mitsubishi UFJ, Ltd. Shinjuk-Chuo Branct
Bank Addres:  1-8-1 Nish-Shinjuku, Shinjuk-ku, Tokyo 16:-8691 Japal
Swift Code: BOTKJIPJT

Bank Code: 0005

Taxes on the Transfer of the JV Shares andn@lg Assets Any sales taxes, use taxes, transfer taxes,ndewctary charge
recording fees, filing fees or similar taxes, clegees or expenses (other than Taxes attributalidympus’gain or income from tt
sale of the JV Shares or the Olympus Assets, oeresqs associated with a failure by Olympus to gpfately remit Taxes or time
file the appropriate Tax Returns) that may becom@ple in connection with the sale of the JV Shardake Olympus Assets to Cyt
shall be split evenly such that oha# of such amounts shall be borne and paid byrplys and one half shall be borne and pal
Cytori.




2.7

2.8

2.9

Taxes. All Tax Returns shall be prepared consistentithwhe Code or other Applicable Law. The Partball make jointly th
necessary elections and execute and file, withénpttescribed times therefor, the prescribed eledtioms and any other docume
required to give effect to the foregoing and alseppre and file all of their respective Tax Retums manner consistent with si
elections,

Books and Records; Access; Assista.

(a) Subject to any limitations imposed by Apgpble Law, including limitations that are requitedpreserve any applicable attorney
client privilege, after the Transfer Date, CytomdaOlympus shall make reasonably available to eaftter and to ar
Governmental Authority (including any Governmeniaithority having responsibility for the collectimr enforcement of Taxe
and shall cause the JV to make reasonably avaitab@&ytori andOlympus and to any Governmental Authority, all beain(
records relating to the JV Shares and the Olympsese®s for all periods prior to the Transfer Datd ahall use commercia
reasonable efforts to preserve (i) all such boaid records and (ii) Tax information, records or wloents pertaining to the .
Shares and the Olympus Assets, until the lateero{10) years after the Transfer Date or the etipiraf all applicable statutes
limitations for Taxes or extensions thereof. Cytnrd Olympus shall also make available to eaclerottiuring normal busine
hours when reasonably requested, personnel regperfsr preparing or maintaining information, regerand documents,
connection with Taxes. The right to access pravihg this Section 2.8 shall include the right tokeaopies of access
documents

(b) Notwithstanding the foregoing, Section 2.8(a) shall provide Cytori or Olympus any access rightsléauments or informatic
of the other Party which access would violate amplicable Law or obligations regarding the confitiglity thereof (unless ai
such violation could be and is avoided by the riecifss execution and delivery of an appropriate confiiddity agreement),
waive any attorney/client, work product, or likeviege.

Tax Relief The Parties shall reasonably cooperate in piepand filing all Tax Returns (to the extent rethto the JV Shares ¢
the Olympus Assets), including maintaining and mglavailable to each other all records necessacgrimection with preparing st
Tax Returns and in resolving all disputes and audifating to Taxes (to the extent related to tMeShares and the Olymg
Assets). In addition, each Party shall render seesonable assistance and cooperation as maygbested by the other Party
obtain any tax relief and other favorable tax tesit that may be available under Applicable Lavhwitspect to this Agreemel




2.10

3.1

3.2

3.3

4.1

4.2

51

Automatic Termination If Cytori fails to make any timely payment oftfotal Purchase Price in accordance with Sectidn(B the
License and (ii) Olympusdbligations to provide the Warranty Service andu@eh One Support in accordance with Section 8dll
automatically and immediately terminate. Howev@ytori shall have a period of five (5) Business Bafter written notice fro
Olympus to pay Olympus the full amount of any mikgayment of the Total Purchase Price to avoidatitematic termination <
forth in this Section 2.1(

LICENSE

License Olympus hereby grants Cytori a non-exclusivédlisanseable, worldwide, and néaransferable license under the Olym
IP to design, develop, make, have made, use, &@ngberform, service, maintain, import, offer @l,sand sell the Final Celuti
Devices and Deliverables. Cytori shall obtain Opyrs’ written consent prior to granting any subleermf Cytoris license under tl
Olympus IP, provided, however, that Olympus shatlunreasonably withhold, condition, or delay saohsent

Revocability. Upon Cytori paying Olympus the Total Purchased’in accordance with Section 2.4, the Licensél flsmome fully
paic-up and irrevocable

Retention of Rights Except to the extent expressly assigned or diednn this Agreement, Olympus retains and reseaallagghts tc
all Olympus IP, including the right to use Olympgsfor any purpose whatsoev

ADDITIONAL OBLIGATIONS OF OLYMPUS

Transfer of JV Information and Documentatio®n the Transfer Date, Olympus shall deliver tto@l the JV Information ar
Documentation FCA Tokyo, Japan, to be used by Cytorany lawful purpose. For the avoidance of loipuOlympus, in its so
discretion, may continue to use any JV Informatma Documentation solely for the purpose of therardy and support obligatio
of Olympus as provided herei

JV Assets As soon as commercially reasonable following Transfer Date, Olympus shall destroy the JV Assetdapan
Olympus sole cost and expense, and Olympus shall provideriGyith a certification of destruction once tliias been accomplishe

ADDITIONAL OBLIGATIONS OF CYTORI
Sale of OlympusCytori Shares At Olympus’reasonable request, Cytori shall fully cooperatgand faith to assist Olympus in

efforts to sell the Cytori Shares in an orderly mamand subject to Applicable Law. The expectatiomt without creating ai
obligation on Olympus, is that any such sales ctallé place any time within two (2) years of théeEfive Date




5.2

6.1

6.2

6.3

Olympus Name As of the Effective Date, Cytori shall cease ahdll cause the JV to cease all uses of “Olympusfuding, withou
limitation, use of “Olympus™as a trademark, trade name, or service mark, alsasedny other word or phrase that indicate:
involvement of Olympus in relation to the JV or gmpducts or services offered by the JV or Cytprgvided, however, that Cyt
shall have a reasonable period after the Effe@ate to effect a change in the corporate nameeflthto remove “Olympusiyhich
period shall in no event extend after the TranBiate.

TERMINATION OF THE JOINT VENTURE AGREEMENT AND RELA TED AGREEMENTS

Termination The Joint Venture Agreement and all Related Agrents are hereby terminated in their entiretyluiting any and a
provisions thereof which by their terms were to énaurvived or extended beyond termination, andwitiostanding any genel
survivability language or any indication that orremmre provisions were to survive or extend beytarchination, none of the part
thereto shall have any rights or obligations whexeo thereunder. The Parties shall cooperate laaltl cause the JV to consent to
termination of all Related Agreements to which dWeis a party and to sign the Acknowledgment Agreen

Cytori Release and WaiverUpon the delivery of the JV Shares to Cytorisas forth in Section 2.2, and except for Olympu:

obligations set forth in this Agreement, Cytori, lsehalf of itself and its predecessors, succespargnts, Affiliates, subsidiaries ¢

each and all of their respective officers, direst@mployees, and their heirs, successors, exscatat assigns (collectively, the “

Cytori Parties ") shall fully, finally, unconditionally, irrevocablyand forever release and discharge Olympus, itsepassor:
successors, parents, Affiliates, subsidiaries, @ach and all of their respective past and presficecs, directors, partners, limit
partners, shareholders, employees, servants, ey®rimsurers, agents, and other representatinesthe heirs, successors, execu
predecessors, Affiliates, insurers, reinsurers, asglgns of any of the foregoing from all actiooauses of action, liabilities, su
debts, dues, sums of money, accounts, reckonirgglsh bills, specialties, covenants, contractsfrowarsies, agreements, promi:
variances, trespasses, damages, judgments, exéaptjtions, claims, and demands (including, witHonitation, attorneys'fees
whatsoever, in law, admiralty or equity, which fBegtori Parties may now have or ever did have oeafer can, shall or may, ha
whether known or unknown, for, upon, or by reasbary matter, cause or thing whatsoever from thgirtméng of the world to tt
Effective Date

Olympus Release and WaivetJpon Cytori’s payment in full of the Total Puese Price and except for Cytaridbligations set for
in this Agreement, Olympus, on behalf of itself datedpredecessors, successors, parents, Affiligigssidiaries, and each and al
their respective officers, directors, employeesl treir heirs, successors, executors and assighisdiively, the “Olympus Parties”)
shall fully, finally, unconditionally, irrevocablyand forever release and discharge Cytori, its meshors, successors, pare
Affiliates, subsidiaries, and each and all of thespective past and present officers, directasnprs, limited partners, sharehold
employees, servants, attorneys, insurers, agermdspther representatives, and the heirs, successa@sutors, predecessors, Affilia
insurers, reinsurers, and assigns of any of thegfing from all actions, causes of action, liaigit suits, debts, dues, sums of mo
accounts, reckonings, bonds, bills, specialtiesjepants, contracts, controversies, agreements, ipgemvariances, trespas:
damages, judgments, extents, executions, claints,damands (including, without limitation, attorneyees) whatsoever, in la
admiralty or equity, which the Olympus Parties nmayv have or ever did have or hereafter can, shatay, have, whether known
unknown, for, upon, or by reason of any matterseaor thing whatsoever from the beginning of theldvto the Effective Date
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7.1

REPRESENTATIONS AND WARRANTIES

Representations and Warranties Cy. Cytori hereby represents and warrants to Olyntpats

(a) Cytori is a corporation duly incorporated, validixisting, and in good standing under the laws ofa@are, with full lege
capacity and power to own its property and carrjt®business as presently conducted or proposkd tmnductec

(b) Cytori has full corporate power and authority t@eexte and deliver this Agreement and perform itggyations hereunde

(c) The execution and delivery by Cytori of this Agremrhand the performance by Cytori of its obligasidrereunder have been ¢
and validly authorized by all necessary corporati@orn on the part of Cytori, and no other procegdim the part of Cytori
necessary to authorize the execution, deliverypesformance hereof. This Agreement has been dudgwted and delivered
Cytori and, assuming the due authorization, exenutnd delivery hereof by the other Party, thise&gnent constitutes a le¢
valid, and binding obligation of Cytori, enforcealdgainst Cytori in accordance with its terms, pk@s enforceability may
limited by applicable bankruptcy, insolvency, moraim, or other Applicable Law affecting the enfemtent of creditorstights
generally or by general principles of equ

(d) No consent, approval, or action of, filing with notice to any Governmental Authority or any otherden is required
connection with Cyto’s execution, delivery, or performance of this Agneet, or else such has already been obta
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7.2

(e) There is no pending or, to the knowledge of Cytthnieatened litigation, arbitration, mediation, adistrative investigation,
other proceeding that challenges the validity & tkgreement or, if adversely decided, could (arldaeasonably be expected
have a material adverse effect on Cy's ability to perform its obligations hereunder; i

(f) To Cytori's knowledge, neither Cytori, nor any of its predsoes, successors, parents, Affiliates (which farppses of th
Section 7.1(f) shall not include the JV), subsigisrand each and all of their respective past aedept officers, directo
partners, limited partners, shareholders, employsawants, attorneys, insurers, agents, and o#fpeesentatives, and the he
successors, executors, predecessors, Affiliatesréns, reinsurers, and assigns, have breachdththe-Way NDA.

Representations and Warranties Olym. Olympus hereby represents and warrants to Citati

(a) Olympus is a corporation duly incorporated anddhalexisting, with full legal capacity and power @avn its property and cai
on its business as presently conducted or propiosiee conductec

(b) Olympus has full corporate power and authorityxeceite and deliver this Agreement and performbigations hereunde

(c) The execution and delivery by Olympus of this Agneat and the performance by Olympus of its oblaetihereunder have b
duly and validly authorized by all necessary cogp@raction on the part of Olympus, and no othecgeding on the part
Olympus is necessary to authorize the executioliveag, or performance hereof. This Agreement hasn duly executed a
delivered by Olympus and, assuming the due authiboiz, execution, and delivery hereof by the otRarty, this Agreeme
constitutes a legal, valid, and binding obligatafrOlympus, enforceable against Olympus in accordamith its terms, except
enforceability may be limited by applicable bankayp insolvency, moratorium, or other Applicable w.aaffecting th
enforcement of credita’ rights generally or by general principles of equ

(d) No consent, approval, or action of, filing with notice to any Governmental Authority or any otherden is required
connection with OlympU's execution, delivery, or performance of this Agneat, or else such has already been obta

(e) There is no pending or, to the knowledge of Olymphseatened litigation, arbitration, mediationpanistrative investigation,
other proceeding that challenges the validity & fkgreement or, if adversely decided, could (arldaeasonably be expected
have a material adverse effect on Olyn’s ability to perform its obligations hereund

(f) Schedules 2.3(-D) attached hereto are complete to the best of @y’ knowledge;
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8.1

8.2

(g) Olympus (i) is the record and beneficial ownerted humber of JV Shares indicated in Recital D of Agreement, (ii) has go
and marketable title to all of such JV Shares difjch@s the absolute right, power and the autlyantsell, transfer and deliver
of such JV Shares, free and clear of all Encumlasn&xcept for the number of JV Shares indicatedRécital D of thi
Agreement, Olympus does not own any additionaleshaf capital stock of the JV. Except for agreamdretween Cytori a
Olympus, there are no options, warrants, rightds,caommitments or other agreements of any charaghatsoever related
shares of the JV owned by Olympus; i

(h) To Olympusknowledge, neither Olympus, nor any of its predsees successors, parents, Affiliates (which faippees of thi
Section 7.2(h) shall not include the JV), subsidmrand each and all of their respective past aerdept officers, directol
partners, limited partners, shareholders, employsmwants, attorneys, insurers, agents, and otipeesentatives, and the he
successors, executors, predecessors, Affiliatesrans, reinsurers, and assigns, have breachd&dhthe-Way NDA.

(i) Olympus has shut down all production lines for nfaoturing the Celution One Device and / or the Fidelution Devices withi
its control, and as of the Transfer Date will héeninated all contracts related to the manufaobfirguch devices as well as
related consumable

OLYMPUS WARRANTY SERVICE AND CELUTION ONE SUPPORT O BLIGATIONS

Olympus Warranty Service and Celution One Supp Cytori acknowledges that Olympus will not beeabb provide Cytori wit
maintenance and repair warranty services similahtse set forth in the relevant Related Agreembatause the Olympus Ass
include the Service Parts, which are necessar@lgmpus to provide such services. However, Olympilisprovide Cytori with the
Warranty Service and Celution One Support until éhad1, 2014. Olympugibligation to provide Warranty Service and Celut{ne
Support shall not apply to: (a) malfunctions omdages caused by any Force Majeure Event; (b) nalans that are the result
improper storage, installation, use, maintenanceepair by Cytori, its agents, distributors, or tousers; (¢) malfunctions caused
improper operation of the Covered Product(s), erafsthe Covered Product(s) with any equipmentwsok, hardware, or device |
authorized by Olympus; and/or (d) malfunctions améges caused by the defects or failure of equipmarts, or service supplied
Cytori.

Further Celution One SupportOlympus and Cytori shall discuss in good faitlith the intent to assist with, Cytosi'requests f
Olympus to provide technical assistance and soéwapport, which assistance and support shall iavent be provided after Mat
31, 2014, in relation to Celution One Devices artl@on One Consumables that are not Covered Ptedacaccordance with Sect
3 of Schedule8.1B attached herett
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8.3

9.1

Olympus Disclaimer OLYMPUS IS SELLING AND TRANSFERRING THE JV SHAREAND THE OLYMPUS ASSETS, |
GRANTING THE LICENSE, WILL DELIVER THE JV INFORMATON AND DOCUMENTATION, AND WILL PERFORM IT¢
CONTINUING OBLIGATIONS, INCLUDING WARRANTY SERVICEAND CELUTION ONE SUPPORT IN ACCORDANC
WITH SECTION 8.1, AND ANY FURTHER CELUTION ONE SURRT THAT OLYMPUS MAY PROVIDE IN ACCORDANCI
WITH SECTION 8.2, “AS IS"AND WITHOUT ANY EXPRESS OR IMPLIED REPRESENTATION®R WARRANTIES
EXCEPT AS EXPRESSLY SET FORTH IN SECTION 7.2. EXCE AS SPECIFICALLY SET FORTH IN SECTION 7
OLYMPUS HEREBY DISCLAIMS ALL WARRANTIES, EXPRESS ORMPLIED, INCLUDING BUT NOT LIMITED TO THE
IMPLIED WARRANTIES OF MERCHANTABILITY, FITNESS FORA PARTICULAR PURPOSE, NONNFRINGEMENT, AND
THOSE ARISING FROM COURSE OF DEALING. OLYMPUS DOBSOT WARRANT THAT ALL DEFICIENCIES, ERROR!
DEFECTS OR NON=ONFORMITIES OF THE PRODUCT(S) OR PARTS COMPONENTBEREOF (WHETHER DIRECTL'
INDIRECTLY) SUPPLIED BY OLYMPUS CAN BE CORRECTEDTHE WARRANTY SERVICE SET FORTH IN THI
SECTION 8 IS LIMITED TO THE COVERED PRODUCT(S). EEPT AS EXPRESSLY SPECIFIED IN SECTION
OLYMPUS DOES NOT MAKE ANY REPRESENTATIONS OR WARRANES IN RELATION TO THE ASSIGNED PATENT:
THE LICENSE GRANTED IN ACCORDANCE WITH SECTION 3.DR THE INFORMATION OR DOCUMENTATIO!
PROVIDED IN ACCORDANCE WITH SECTION 4, INCLUDING INRELATION TO ANY THIRD PARTY CLAIMS OF
INFRINGEMENT OR THAT ANY PATENTS WILL BE ISSUED BAED ON ANY PATENT APPLICATIONS INCLUDEI
WITHIN THE DEFINITIONS OF OLYMPUS IP. FOR THE AV@WANCE OF DOUBT, OLYMPUS HEREBY DISCLAIMS ANI
DOES NOT PROVIDE ANY WARRANTY, EXPRESS OR IMPLIEVITH RESPECT TO ANY PRODUCTS THAT HAVE BEE
SHIPPED TO OR ARE USED IN COUNTRIES OUTSIDE THE EOREAN UNION.

CONFIDENTIALITY

Public AnnouncementsNeither Party shall issue any press releaseakerany public announcement relating to the sulojextter o
this Agreement without the prior written consenttioé other Party, which consent shall not be ummasly withheld, delayed,
conditioned; provided, however, that either Partgd any of their respective Affiliates may make guplic disclosure it believes
good faith is required by Applicable Law or anytitig or trading agreement concerning its publichded securities (in which case
disclosing Party or Affiliate will use commercialtgasonable efforts to advise the other Party poionaking the disclosure
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9.2

10.

10.1

Confidentiality and No-Use.

(@)

(b)

Olympus, and its Affiliates to whom Cytori Confidead Information has previously been disclosed |lstwercise the same deg
of care with respect to maintaining the confidditfiaof any Cytori Confidential Information in itpossession that Olymg
exercises with respect to similar types of Olympash proprietary information, but in no event lekart a reasonable degret
care, except that any Cytori Confidential Inforroatrequired by Applicable Law or legal or admirasive process to be disclot
may be disclosed, provided that, if reasonably iptessOlympus shall first notify Cytori of such dissure requirement so tl
Cytori may seek a protective order or other appav@rremedy. Olympus agrees to be responsible Her destruction «
confidential maintenance of all Cytori Confidentiaformation that Olympus disclosed to Kawasumiidgithe time that the Joi
Venture Agreement was in force. Except as necedsarOlympus to enforce the terms of the Agreementd perform i
obligations set forth in this Agreement, Olympualshot in any manner use (in any way), or disclasany third party, the Cytc
Confidential Information

Cytori shall exercise the same degree of care wapect to maintaining the confidentiality of anyyi®@pus Confidentit
Information in its possession or in the possessibthe JV, that Cytori exercises with respect toilsir types of Cytoris owr
proprietary information, but in no event less tlsareasonable degree of care, except that any Oly@pufidential Informatic
required by Applicable Law or legal or administvatiprocess to be disclosed may be disclosed, mrdviblat, if reasonak
possible, Cytori shall first notify Olympus of sudisclosure requirement so that Olympus may sepftotective order or oth
appropriate remedy. Notwithstanding the foregoiigtori may, without the prior written consent ofy@®pus, disclose Olymp!
Confidential Information related to the LicenseQgtori’s Affiliates that also agree to be bound by thisti®e 9.2(b). Except :
permitted by the terms of this Agreement or as s&mgy for Cytori to exercise its rights or perfatmobligations set forth in tr
Agreement, Cytori shall not in any manner use iy way), or disclose to any third party, the Olyrmilonfidential Informatior

LIMITATION OF LIABILITY

No Consequential or Incidental Damat. TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, IN NO EVENT

SHALL EITHER PARTY BE LIABLE TO THE OTHER PARTY ORTO ANY THIRD PARTY FOR SPECIAL, INCIDENTAL
CONSEQUENTIAL, OR PUNITIVE DAMAGES OF ANY NATURE NCLUDING, BUT NOT LIMITED TO, DAMAGES FOF
LOSS OF BUSINESS, LOSS OF PROFIT OR REVENUES, LG¥S USE OF THE PRODUCT(S) OR ANY ASSOCIATI
EQUIPMENT, COST OF CAPITAL, COST OF SUBSTITUTE PROODT(S), FACILITIES OR SERVICE, DOWNTIMI
PERSONAL PROFITS, BUSINESS INTERRUPTION, OR ANY OER PECUNIARY LOSS) ARISING OUT OF OR IN AN
WAY RELATED TO THE PARTIES’PERFORMANCE OR FAILURE TO PERFORM UNDER THIS AGREEMT, WHETHEF
SUCH LIABILITY IS ASSERTED ON THE BASIS OF CONTRACTTORT (INCLUDING NEGLIGENCE OR STRIC
LIABILITY), OR OTHERWISE, EVEN IF THE OTHER PARTY AS BEEN WARNED OF THE POSSIBILITY OF SUC
DAMAGES.
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10.2

11.

111

11.2

Limitation on Claims and Liability CapNeither Party may bring or file any claim forebch of Section 7 Representations a
Warranties) or Section 8 Olympus Warranty Service and Celution One Suppditgations) after March 31, 2015. Except
Cytori's obligation to pay the Total Purchase Phgsuant to Section 2.4Rurchase Price, Cytori’s obligations to adhere to -
scope of the License as set forth in Section 31d,Gytori’s indemnification obligations set forth Section 11 (ndemnification), the
total cumulative monetary liability of either Parfgr claims arising out of or related to this Agmnt shall not exceed U
1,000,000. Notwithstanding the foregoing, (i) eitfParty may bring or file any claim for monetagnthges directly incurred due t
breach of Section 9.2Gonfidentiality and Non-Usguntil March 31, 2018, without any limitation dmet amount of such damages,
(ii) the Parties understand and agree that anychesaby Cytori of Section 3.1L{cense) or any breaches by either Party Sectior
( Confi dentiality and Non-Usé@ will cause the nomreaching Party irreparable injury and damage aedefore, only in relation
breaches or anticipated breaches of Section Bidefise) or Section 9.2 Confidentiality and Non-Usgby a Party, the nobreachini
Party is entitled to seek injunctive and equitaieléef in addition to all other remedies availabteit by law, without the necessity
posting any kind of bond or security, and withony aeadline by which such claims must be brou

INDEMNIFICATION

Indemnification Obligations of the Partie€ytori shall indemnify, defend, and hold Olymparsd Olympus'Affiliates, successor
and assigns (each arnddemnified Party ") harmless from and against, and pay or reimburse efathem for and with respect to,
damages, losses, liabilities, claims, demandsscasid expenses (including, without limitation,s@aable attorneydgees) suffered ¢
incurred by such Indemnified Party, resulting frémrd party claims, and relating to, arising outasfresulting from, any use of 1
Products outside of the European Uni

Administration of Indemnification For purposes of administering the indemnificatjorovisions set forth in Section 11.1,

following procedures shall appl

(@) Whenever a claim subject to indemnificatimaer Section 11.1 (each, aimmfiemnity Claim ") shall arise, the Indemnified Pa
shall, reasonably promptly after acquiring knowledgf the Indemnity Claim, give written notice to t@y, setting forth il
reasonable detail, to the extent then availabkefdhts concerning the nature of the Indemnityr@land the basis upon which
Indemnified Party believes that it is entitled mdémnification under Section 11
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(b) In the event of any Indemnity Claim resulting framin connection with any claim by a third partyt@i shall be entitled, at i
sole expense and to the extent permitted by Apukchaw, to either

(1) participate in defending against such claim

(2) assume the entire defense of such claim with cdwedected by it and reasonably acceptable tonbdernified Part
provided that Cytori agrees in writing that it doest and will not contest its responsibility fordemnifying th
Indemnified Party in respect of such claim or pestiag and provided further that no settlement shallmade and 1
judgment consented to by Cytori without the prioritien consent of the Indemnified Party, such cahseot b
unreasonably withheld, conditioned or delayed, pktieat no such consent shall be required if tlén@nt is entitle
under the settlement to only monetary damages lacheid by Cytori.

Notwithstanding the foregoing provisions of thiscten 11.2(b), if (A) a third party claim would, guccessful, result in t
imposition of damages for which Cytori would not $i@ely responsible, or (B) representation of kb Indemnified Party au
Cytori by the same counsel would otherwise be ingmate due to actual or potential differing istis between them, tr
Cytori shall not be entitled to assume the entef=dse of such claim and each party shall be edtitl retain counsel who shall
the extent appropriate in the opinion of each stamsel, cooperate with one another in defendiranag said claim. In the ce
of clause (A) of the preceding sentence, Cytorlldeaobligated to bear only that portion of thgperse of the Indemnified Party’
counsel that is in proportion to the damages stilbpetrdemnification by Cytori compared to the taaanount of the thirgsarty
claim against the Indemnified Party.

(c) If, within fifteen (15) Business Days after recegftnotice of an Indemnity Claim given pursuanStection 11.2(a), Cytori fails
give the Indemnified Party written notice of Cytetéction to undertake the defense of such Indgn@iaim, Cytori subsequen
fails to diligently prosecute such defense, orAlpplicable Law allows Cytori to undertake neith&j Qor (2) in Section 11.2(
above, the Indemnified Party may defend the clainsuich manner as it reasonably deems appropriadette the claim (aft
giving notice thereof to Cytori) on such terms las indemnified Party may deem appropriate; provithed no settlement shall
made and no judgment consented to by the Indemdnifi@ty without the prior written consent of Cyfasuch consent not
unreasonably withheld, conditioned or delayed, pktigat no such consent shall be required if tln@nt is entitled under t
settlement to only monetary damages actually pgithe Indemnified Party. If the Indemnified Paaysumes the defense of
claim pursuant to this Section 11.2(c), it shallésitled to monthly reimbursement of defense espsnincurred and pron
indemnification from Cytori in accordance with tl8ection 11
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12.

121

12.2

12.3

(d) Failure or delay by an Indemnified Party to givasenably prompt notice of any Indemnity Claim (ifen prior to expiration ¢
the applicable Survival Period) shall not releasaive or otherwise affect Cytosi’obligations with respect to the Indem
Claim, except to the extent that Cytori can demmanstactual loss or prejudice as a result of saittré or delay

GENERAL PROVISIONS

Governing Law This Agreement shall in all respects be govelnednd construed in accordance with the laws af Merk without
reference to principles of conflicts of laws thaduld require the application of the laws of anotjueisdiction.

Dispute Resolution All disputes arising out of or in connection kwthis Agreement, or any relationship created bin@ccordance
with this Agreement shall be finally settled unttex Rules of Arbitration of the International Chamlof Commerce (theRules”) by
three (3) arbitrators. Judgment on the award nexadiey the panel of arbitrators shall be bindingruphe Parties and may be entere
any court having jurisdiction thereof. Olympuslshaminate one (1) arbitrator and Cytori shall rinate one (1) arbitrator. The
arbitrators so nominated by each Party respectstedl jointly nominate the third arbitrator withiifteen (15) days following the
confirmation of arbitrators nominated by each Paifythe arbitrators nominated by each respeddagy cannot agree on the third
arbitrator, then such third arbitrator shall beestdd as provided in the Rules. The place of thiration and all hearings and
meetings shall be Honolulu, Hawaii. In additiortlie Rules and except as otherwise provided het@rRParties agree that the
arbitration shall be conducted according to therimitional Bar Association Rules on the Taking wfiEnce in International
Commercial Arbitration. The arbitrators may orgee-hearing production or exchange of documentaigeace, and may require
written submissions from the relevant Party, buy mat otherwise order pre-hearing depositions scaliery. The arbitrators shall
apply the laws of New York as set forth in Sectiéhl and the Federal Arbitration Act shall govefiithe language of the arbitral
proceedings shall be English. The arbitrators| strlissue any award, grant any relief, or take @etion that is prohibited by or
inconsistent with the terms of this Agreement amallsiot have the authority to use the equitablegys provided by the Rules to
modify any terms of this Agreement, nor shall thigiteators have the power to award any punitivexamplary damages. The
provisions of this Section 12.2 shall not apphaty claims for equitable relief brought by a patyely for breaches or anticipated
breaches of Section 3..License€) or Section 9.2 Confidentialityand Noi-Use).

Notices and Other Communicatiol. Any and all notices, requests, demands, andr atbenmunications required or otherw
contemplated to be made under this Agreement bhat writing and in English and shall be providsdone or more of the followit
means and shall be deemed to have been duly ga)eif elivered personally, when received, (b)rdnsmitted by facsimile
electronic mail (“E-mail ") originating in Japan, on the date of transmissigh veceipt of a transmittal confirmation, (c) idhsmitte
by facsimile or E-mail originating in the Uniteda$#s, on the firgt 1st) Business Day following receipt of a transmittahfirmation
or (d) if by international courier service, on tleairth ( 4th) Business Day following the date of deposit witttls courier service,
such earlier delivery date as may be confirmedritinvg to the sender by such courier service. siith notices, requests, demands
other communications shall be addressed as foll

-18-




12.4

125

If to Olympus:

2-3 Kuboyam-cho, Hachioj-shi, Tokyo 19-8512, Japa
Attention: Mamoru Kanek

Facsimile: +81 4-691-7350

E-mail: ma_kaneko@ot.olympus.co

With a copy to:

Mr. Stephen E. Chelberg

Squire Sanders (US) LLP

Ebisu Prime Square Tower, 16F

1-1-39 Hiroo, Shibuya-ku Tokyo, Japan 150-0012
Facsimile: +81 (0)3-5774-1800

E-mail: stephen.chelberg@squiresanders.com

If to Cytori:

3020 Callan Roa

San Diego, California 92121, United States of Ace
Attention: Christopher J. Calhot

Facsimile: 85-45&-0994

E-mail: ccalhoun@cytori.cor

or to such other address, facsimile number, ondi-address as a Party may have specified to ter @arty in writing delivered
accordance with this Section 12.3.

Governing Language This Agreement is in the English language omijch language shall be controlling in all respeetsd al

versions hereof in any other language shall b@éeommodation only and shall not be binding up@Rharties. All communicatio
and notices to be made or given pursuant to thieément shall be in the English langue

Severability If any provision in this Agreement shall be fduor be held to be invalid or unenforceable, thes meaning of sa
provision shall be construed, to the extent feasibb as to render the provision enforceable, ind feasible interpretation wot
save such provision, it shall be severed from #mainder of this Agreement which shall remain ith force and effect unless t
severed provision is essential and material toriplets or benefits received by either Party. Ichs@vent, the Parties shall

reasonable efforts to negotiate, in good faithylastitute, valid and enforceable provision or agreet which most nearly reflects
Partie! intent in entering into this Agreeme

-19-




12.6

12.7

12.8

12.9

12.10

12.11

12.12

12.13

Further AssurancesEach Party shall perform such acts, executedafider such instruments and documents, and dsuah othe
things as may be reasonably necessary to accontpéighansactions contemplated in this Agreerr

Expenses Each Party shall bear its own costs and expernselsiding, without limitation, fees and expensaslegal counse
accountants, brokers, consultants, and other repi@tsves used or hired in connection with the tiagon and preparation of tt
Agreement and consummation of the transactionsogpiited hereby

No Waiver. No waiver of any term or condition of this Agneent shall be valid or binding on a Party unlegssame shall have be
set forth in a written document, specifically refieg to this Agreement and duly signed by the wegvWarty. The failure of a Party
enforce at any time any of the provisions of thigdfement, or the failure to require at any timgigrerance by the other Party of ¢
of the provisions of this Agreement, shall in noywse construed to be a present or future waivesugh provisions, nor in any w
affect the ability of a Party to enforce each awerg such provision thereafte

Entire Agreement; AmendmentsThe terms and conditions contained in this Agreet (including the Schedules attached hel
constitute the entire agreement between the Paidssupersede all previous agreements and unodirgga, whether oral or writte
between the Parties with respect to the subjectem&ereof. No agreement or understanding amenthiisgAgreement shall |
binding upon either Party unless set forth in attemi document which expressly refers to this Agreretrand which is signed &
delivered by duly authorized representatives ohRarties

Assignmen. Except as set forth in Section 3 above, nelfeaty has the right to assign its rights or oblaya under this Agreemer

No Agency. The Parties are independent contractors. Ngtleiontained herein or done in pursuance of thise@grent she
constitute either Party as being the agent of therd?arty for any purpose or in any sense whaéso

No Beneficiaries. Nothing herein express or implied, is intendeat shall be construed to confer upon or givertp Berson, oth:
than the Parties, any interests, rights, remediestieer benefits with respect to or in connectioithvany agreement or provisi
contained herein or contemplated here

Rights and Remedies CumulativExcept as otherwise provided in this Agreemtg, rights and remedies provided herein she
cumulative and not exclusive of any other rightsemnedies provided by law or otherwi
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12.14 _Counterparts This Agreement may be executed in any numbetooiterparts, and each counterpart shall constanterigina
instrument, but all such separate counterpart$ sbastitute only one and the same instrum

IN WITNESS WHEREOF , the Parties have caused their respective duly emttbrepresentatives to execute this Agreement.

OLYMPUS CORPORATION

By:
/sl Hiroyuki Sas:i

Name:
Hiroyuki Sase

Title:
President and Representative Diret

Date:
May 8, 201z
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CYTORI THERAPEUTICS INC.

By:
/sl Christopher J. Calhot

Name:
Christopher J. Calhou

Title:
Chief Executive Office

Date:
May 8, 201Z
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SCHEDULE 1.1
DEFINITIONS

“ Acknowledgement Agreement’ means the agreement to be executed by Olympushend\ in the form attached hereto as in the
attached hereto &chedule6.1B .

“ Affiliate " means any Person controlling, controlled by, oreurmbmmon control with another Person, where comie@ans the possessi
directly or indirectly, of the power to direct oause the direction of the management or policies Bérson, whether through the ownersh
securities, other ownership interest, and/or cehtra

Agreement” has the meaning ascribed thereto in the openamggraph of this Agreement.

“ Applicable Law " means, as to any Person, any statute, law, rujejaton, directive, treaty, judgment, order, decos injunction of an
Governmental Authority that is applicable to ordiimg upon such Person or any of its properties.

“ Assigned Patents means all of Olympus’ rights in those patents patent applications listed Bchedule2.3 A attached hereto.

“ Assistance Reguest has the meaning ascribed theret@thedule8.1B .

“ Bug Fixing Request’ has the meaning ascribed theret&ohedule8.1B .

“ Business Day' means a day on which commercial banks in Tokyocadamd San Diego, California, United States of Acaeare general
open to conduct their regular banking business.

“ Celution One Consumables means the OC-1020-IP consumables developed andfanctured by or for Olympus as describe@ahedule
2.3D.

“ Celution One Device’ means the OC-1000-D3 device developed and maturgat by or for Olympus as describedSohedule?2.3C .

“ Code” means the United States Internal Revenue Cod®88, as amended.

“ Covered Product” means all Products that Olympus shipped to th@gean Union and that since being shipped to theg&an Union have
been used exclusively by or for Cytori in the Ewgap Union.

“ Cytori " has the meaning ascribed thereto in the openamggrvaph of this Agreement.

“ Cytori Confidential Information " means (i) the JV Information and Documentatioat(including the Intellectual Property Rights of
Olympus), (i) all confidential or proprietary infmation previously provided by Cytori to Olympusrpuant to the Related Agreements that
marked as confidential if in written (including etsonic) form, or if in oral form, was followed kywriting confirming that the information is
“confidential” within thirty (30) Business Days aftoral disclosure, (iii) all confidential or pragtary information that Cytori provided to
Olympus pursuant to this Agreement that is markedamfidential if in written (including electroni€rm, or if in oral form, is followed by a
writing confirming that the information is “confid&al” within thirty (30) Business Days after odisclosure, (iv) the following written or
electronic materials Olympus received from Cytetating or pertaining to the JV and the developneétihe Final Celution Devices, Celution
One Device, Celution One Consumables and Delivesalvhether or not such written or electronic materare marked or confirmed as
confidential:




(a) diagrams, drawings, schematics or plans and sadt{uacluding specifications therefor:

(b) all documentation, protocols, and reports relatmtaboratory studies and feasibility experimeetated to device developmen
adipos-related researcl

(c) manufacturing documentation, material specificatj@nd supplier lists and informatic

(d) second source manufacturing records and docurr

(e) all documents and records relating or pertaininGytori’s proprietary enzymes and reagents including Celaddntravase
() technical service documentation and for

(g) regulatory documents and filings (technical filasd all submissions to FDA, BSi, DEKRA, MHLW, anther global regulatol
bodies including all supporting documentatic

(h) quality system documents and records includingtede files and records on QCBI
(i) financial documents, including spreadsheets andran®s;

()) descriptions or summaries of Cytori IP, IP opini@msl correspondence or other communications rglatirCytori IP (includin
any information and correspondence related to &lepaitent)

(k) all documents related to any Cy-sponsored preclinical studies; &

() all documents and records concerning Cldguast or present clinical trials, including, bat hmited to, the Restore 1, Restor
Apollo, Precise, Athena, and Advance trials, ad aglany such records relating to any investigatitiated trials involving th
Celution 600 & Celution 800, Puregraft or the CelntOne Device

and (v) the information listed iBchedule9.2 (a) ( not including the Intellectual Property Rights diy@pus). Cytori Confidential Informatic
does not include any trade secrets or informatiat was or is (A) known to Olympus prior to recetpereof from Cytori or the JV; (I
disclosed to Olympus by a third person which hadas a legal right to make such disclosure witheguiring Olympus to maintain t
confidentiality thereof at the time of such discms (C) or becomes part of the public domain tgtowo fault of Olympus; or (I
independently developed by or for Olympus as ewddrby its written records, without reference tadZiyConfidential Information.




“ Cytori Parties " has the meaning ascribed thereto in Section 6.2.
“ Cytori Shares” has the meaning ascribed thereto in Recital F.

“ Deliverables” means those items listed as deliverables in theDpment Plan attached as Exhibit 1B to the JDAmasended effective as
May 20, 2008.

“ Effective Date” means the last date of signature of this Agregmen
“ E-mail " has the meaning ascribed thereto in Section 12.3.

“ Encumbrance” means, with respect to any item, any mortgage, pédge, charge, or security interest of any kimdespect of such itel
but specifically excludes (i) mortgages, liens,dgles, charges, and security interests which domaierially detract from the value of
interfere with the use of the item, (ii) liens fiaxes not yet due (or which are being contestegoird faith), and (iii) mechanics’, carriers’
workers’, repairers’, materialmens’, workhousmetend lords’,and similar liens arising or incurred in the ordinaourse of business that
not past due or delinquent as of the Effective Pasewell as similar liens under Japanese law, sscstatutory liens gakidori tokkern) anc
rights of retention ¢yuuchi ken), arising or incurred in the ordinary course of basmthat are not past due or delinquent as of fileetle
Date.

“ Extended Payment Option” has the meaning ascribed thereto in Section 2.4(d

“ ECA " means Free Carrier as defined in Incoterms 2010.

“ Einal Celution Devices” means (i) the Licensed Product developed by Olympusuant to the Development Plan and the Spatifics an
that received Acceptance by the JV in accordantie thhe JDA (with the capitalized terms in this défon having the meanings set forth in
JDA) (“ Final Product”) , (ii) the Celution One Device, (iii) minor variations the Celution One Device and the Final Prodoat Cytori ma
make or have made as necessary to modify the Gel@ne Device or Final Product for use in varioogntries (such as changes to the pt
supply and changes to the type of electrical plagd), (iv) minor variations in the components of tBelution One Device and the Fi
Product that are substantially equivalent to thetexy components of the Celution One Device ardRimal Product and that are necessary
result of Cytori using different component supi#ihan Olympus used to manufacture the same commfe the Celution One Device ¢
the Final Product (such as changes to the cengrifogtor, the vacuum pump, circuit boards, heatlegients for both the digest chamber
the LR chamber, machined components, valves, dg it leak sensors, casters, and different méepaocesses), and (v) minor change
the geometry of and other minor design changelsea@onsumables used in the Celution One Devicd~aral Product necessitated by Cyteri’
use of alternate consumables manufacturers, apdlifferent colors and materials for external comguats of the Celution One Device
Final Product that have substantially equivalenpprties to the same existing external components.




“ Eorce Majeure Event” means any events beyond a Pat¢asonable control, including, but not limiteddots of God, acts of war, acts
terrorism, civil disturbance, earthquake, epidemiilespread communicable disease (such as SAR&rmoental action, strikes, fire, flot
typhoon, tsunami, peril or accident at sea, ingbtth secure materials and transportation or fié&edlj nuclear accident or disaster, walkou
lock-outs, or other labor disputes beyond the nealsie control of a Party.

“ Governmental Authority " means any (i) country, nation, state, county, dibyyn, village, district or other jurisdiction ohg nature, (ii
federal, state, local, municipal, foreign or otgervernment or political subdivision thereof, (igdvernmental or quagjevernmental authori
of any nature (including any taxing authority, aggrbranch, board, department, central bank, cosiaris bureau, official, or entity and ¢
court), or (iv) body exercising or entitled to esise any administrative, executive, judicial, légfive, police, regulatory or taxing authority
power of any nature (including stock exchangesahdr self-regulatory bodies).

“ Indemnified Party ” has the meaning ascribed thereto in Section 11.1.

“ Indemnity Claim ” has the meaning ascribed thereto in Section &).2(

“ Initial Payment ” means USD 220,000.

“ Installment Payments” has the meaning ascribed thereto in Section 2.4.

“ Intellectual Property Rights " or “ [P " means (a) all inventions (whether patentable oateygable and whether or not actually reduc:
practice), all improvements thereto as of the Hi¥ecDate, and all patents, provisional and mpoovisional patent applications and pa
disclosures, together with all reissuances, dimsj@ontinuations, continuations{iart, renewals, extensions and reexaminationsdhgi® all
copyrightable works, all works of authorship, apgrights, and all applications, registrations aggkewals in connection therewith, (c) all m
works and all applications, registrations and reaievin connection therewith, (d) all trademarksy®e marks, trade names, service na
brand names, trade dress rights, logos, Internetado names and corporate names, together with dlodvgll associated with any of t
foregoing, (e) all trade secrets and confidentieditiess information (including, but not limited tdeas, research and development informe
knowhow, formulas, compositions, biochemical andldgical materials, reagents, assays, manufactuaimg production processes
techniques, technical data, data base rights, aesidrawings, specifications, customer and suppilés, pricing and cost information ¢
business and marketing plans and proposals), aadyfand all applications and registrations offdregoing (in any jurisdiction).

“ JDA " has the meaning ascribed thereto in Schedule.6.1A

“ Joint Venture Agreement” has the meaning ascribed thereto in Recital C.




“ JV " has the meaning ascribed thereto in Recital D.
“ JV Assets’ means those fixtures and tooling listedSchedule4.2 attached hereto.

“ JV Information and Documentation ” means that certain JV Information and Documeataset forth inrSchedule4.1 attached hereto.

“ JV Shares” means the one thousand and twenty-six (1,02&eshaf JV common stock held by Olympus.
“ License” means the license that Olympus grants to Cytoadcordance with Section 3.1.

“ New Devices' means two (2) fully assembled Celution One Devtbes Olympus will provide to Cytori as an Olympuss&t in accordan
with this Agreement.

“ Olympus " has the meaning ascribed thereto in the openamggraph of this Agreement.

“

Olympus Assets’ means:

(a) the Service Part:
(b) the New Devices
(c) the Assigned Patent

(d) one (1) lot (twent-eight (28) individual sets) of Celution One Consbira with an expiration date of May 31, 20

Olympus Confidential Information " means (i) the Intellectual Property Rights of Olwmspincluded in the JV Information &
Documentation, (ii) all confidential or proprietairyformation previously provided by Olympus to Gytpursuant to the Related Agreems
that was marked as confidential if in written (unding electronic) form, or if in oral form, was l@lved by a writing confirming that tl
information is “confidential’within thirty (30) Business Days after oral discles, (i) all confidential or proprietary informan that Olympu
provided to Cytori pursuant to this Agreement tisamarked as confidential if in written (includiredectronic) form, or if in oral form,
followed by a writing confirming that the informati is “confidential’within thirty (30) Business Days after oral disclos, (iv) the followin
written or electronic materials Cytori receivedrfr®lympus relating or pertaining to the Intelle¢tBeoperty Rights of Olympus in connect
with the JV and the development of the Celution Oeeice and Deliverables whether or not such writie electronic materials are markei
confirmed as confidential:

(a) diagrams, drawings, schematics or plans and sadt{uacluding specifications therefort




(b) all documentation, protocols, and reports relatmtaboratory studies and feasibility experimeriated to device developmen
adipos-related researcl

(c) manufacturing documentation, material specificaj@and supplier lists and informatic

(d) second source manufacturing records and docurr

(e) technical service documentation and for

(H quality system documents and records includingtedai files and records on QCBI

(g) financial documents, including spreadsheets andranmss; anc

(h) descriptions or summaries of Olympus IP, IP opisiand correspondence or other communicationsmglédi Olympus IP
and (v) the Intellectual Property Rights of Olympnsluded in the items listed iichedule9.2 (b) . Olympus Confidential Information dc
not include any trade secrets or information thas wr is (A) known to Cytori prior to receipt theférom Olympus or the JV; (B) disclosec
Cytori by a third person which had or has a leggitrto make such disclosure without requiring Cyto maintain the confidentiality thereol

the time of such disclosure; (C) or becomes pathefpublic domain through no fault of Cytori; @)(independently developed by or
Cytori as evidenced by its written records, withaference to Olympus Confidential Information.

“ Olympus IP " means all Intellectual Property Rights owned by jus that Olympus incorporated into any Final GefutDevice o
Deliverable as of February 28, 2012.

“ Olympus Parties” has the meaning ascribed thereto in Section 6.3.

“ Olympus Payment Option” has the meaning ascribed thereto in Section 2.4(c

“ One Year Payment Option” has the meaning ascribed thereto in Section 2.4(a

“ Party " and “Parties” have the meanings ascribed thereto in the opgpramggraph of this Agreement.
“ Person” means a natural individual, Governmental Authgntartnership, firm, corporation, or any otheritgnt

“ Products” means the Celution One Devices and Celution Ones@uoables previously sold by the JV to Cytori athefEffective Date, liste
in Schedule8.1A , and the New Devices.

“ Related Agreements’ means all agreements entered into by and betwegmpdk and Cytori and by and between Olympus andlth
including those listed iSchedule6.1A .
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“ Rules” has the meaning ascribed thereto in Section 12.1.

“ Service Parts” means those spare parts and repair jigs and tootervice of Celution One Devices listedSohedule?.3 B attached hereto.
“ Tax Return " means any return, declaration, report, claim fédureé or information return or statement relatingTaxes, including ar
schedule or attachment thereto, and including amgr@ment thereof.

“ Taxes” means all taxes, charges, fees, duties, leviesher assessments, including, without limitatiorgoime, gross receipts, net proce
ad valorem, turnover, real and personal propedngible and intangible), sales, consumption, usschise, excise, value added, lice
payroll, unemployment, environmental, customs dytieapital stock, disability, stamp, leasing, leasser, transfer, fuel, excess pro
occupational and interest equalization, windfatifpis, severance and employees'third parties income withholding and Social Séguaxes
and taxes of any other kind whatsoever imposedeyJnited States or any foreign country or by aayes region, municipality, subdivision
instrumentality of the United States or of any fgnecountry or by any other tax authority and stetm shall include any interest, penali
surcharges or additions to tax attributable to sazhs.

“ Three-Way NDA " means that certain Three-Way Ndisclosure Agreement by and among Olympus, Cyéord the JV dated Novembe
2005, as amended.

“ Total Purchase Price” means the purchase price paid by Cytori to Olysfor the JV Shares and the Olympus Assets pursaddytori’s
exercise of the One Year Payment Option, the Twar\Rayment Option, the Olympus Payment OptionherBExtended Payment Optior
accordance with Section 2.4.

“ Transfer Date " means five (5) Business Days after Olympus rezeihe Intial Payment.

“ Two Year Payment Option” has the meaning ascribed thereto in Section 2.4(b

“ USD" means United States dollars, the official cursentthe United States of America.

“ Warranty Service and Celution One Support” means the service that Olympus shall provide immtance with Section 8.1 as set fort
Sections 1 and 2 @&chedule8.1 B attached hereto.
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EXHIBIT 31.1

Certification of Principal Executive Officer Pursuant to
Securities Exchange Act Rule 13a-14(a),
as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Christopher J. Calhoun, certify that:
1. | have reviewed this quarterly report on Forn-Q of Cytori Therapeutics, Inc

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

3. Based on my knowledge, the financial statemamndsother financial information included in théport fairly present in all material
respects the financial condition, results of opera, and cash flows of the registrant as of, amdthe periods presented in this rep

4, The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure 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 prugesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pneszh

(b) designed such internal control over financial réipgr or caused such internal control over finah@gaorting to be designed uni
our supervision, to provide reasonable assuramgading the reliability of financial reporting atlte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) evaluated the effectiveness of the regissatisclosure controls and procedures and predentthis report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport- based on such
evaluation; an

(d) disclosed in this report any change in #rgastrant’s internal control over financial repogithat 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 regast’s internal control over financial reporting; &

5. The registrant’s other certifying officer antdve disclosed, based on our most recent evafuatimternal 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 materialakeesses in the design or operation of internalrobaver financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize, and refptahcial information; an

(b) any fraud, whether or not material, thatolwes management or other employees who have #His@gn role in the registrant’s
internal control over financial reportin

Date: May 10, 201

/sl Christopher J. Calhot
Christopher J. Calhou
Chief Executive Office




EXHIBIT 31.2

Certification of Principal Financial Officer Pursuant to
Securities Exchange Act Rule 13a-14(a),
as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Mark E. Saad, certify that:

1.

2.

| have reviewed this quarterly report on Forn-Q of Cytori Therapeutics, Inc

Based on my knowledge, this report does notatomny untrue statement of a material fact ortaémstate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this ref

Based on my knowledge, the financial statemamtsother financial information included in théport fairly present in all
material respects the financial condition, resofteperations, and cash flows of the registrardfaand for, the periods presented
in this report;

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogtias defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

(a) designed such disclosure controls and prugesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isig prepared

(b) designed such internal control over finah@gorting, or caused such internal control owearficial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodgiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting princij

(c) evaluated the effectiveness of the regissatisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period coveydhis report- based on
such evaluation; an

(d) disclosed in this report any change in #rgastrant’s internal control over financial repogithat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeadf, the registra’s internal control over financial reporting; &

The registrant’s other certifying officer antdve disclosed, based on our most recent evafuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

(a) all significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting whic
are reasonably likely to adversely affect the regig’s ability to record, process, summarize, and refieahcial information
and

(b) any fraud, whether or not material, thatolwes management or other employees who have Hiségn role in the registrarg’
internal control over financial reportin

Date: May 10, 201
/sl Mark E. Saa

Mark E. Saac
Chief Financial Office




EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350/ ECURITIES EXCHANGE ACT RULE 13a-14(b), AS ADOPTED
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@f Cytori Therapeutics, Inc. for the quarterlyipd ended March 31, 2013 as filed with
the Securities and Exchange Commission on thelsgatof, Christopher J. Calhoun, as Chief Execuiffecer of Cytori Therapeutics, Inc.,
and Mark E. Saad, as Chief Financial Officer ofd@yTherapeutics, Inc., each hereby certifies, eeipely, that:

1. The Form 10-Q report of Cytori Therapeutics, limat this certification accompanies fully coregliwith the requirements of Section 13(a)
of the Securities Exchange Act of 19:

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

By: /s/ Christopher J. Calhot

Dated: May 10, 201 Christopher J. Calhot
Chief Executive Office

By: /s/ Mark E. Saa

Dated: May 10, 201 Mark E. Saac
Chief Financial Officel




