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transactions that add to the capital resources of the Company or create value for stockholders.

The following are the highlights of our 2011 compensation and benefit programs:

� increased the base salaries of our named executive officers; and

� made awards of cash bonuses to our named executive officers.
The following discussion and analysis of our compensation and benefit programs for 2011 should be read together with the compensation tables
and related disclosures that follow this section. This discussion includes forward-looking statements based on our current plans, considerations,
expectations and determinations about our compensation program. Actual compensation decisions that we may make for 2012 and beyond may
differ materially from our recent past.
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Compensation Objectives and Philosophy

Our compensation programs are designed to:

� Recruit, retain, and motivate executives and employees that can help us achieve our core business goals;

� Provide incentives to promote and reward superior performance throughout the organization;

� Facilitate stock ownership and retention by our executives and other employees; and

� Promote alignment between executives and other employees and the long-term interests of stockholders.
The Compensation Committee seeks to achieve these objectives by:

� Establishing a compensation program that is market competitive and internally fair;
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� Linking performance with certain elements of compensation through the use of equity grants, cash performance bonuses or other
means of compensation, the value of which is substantially tied to the achievement of our company goals; and

� When appropriate, given the nature of our business, rewarding our executive officers for both company and individual achievements
with discretionary bonuses.

Components of Compensation

Our executive compensation program includes the following elements:

� Base salary;

� Cash bonuses;

� Long-term equity incentive plan awards; and

� Retirement and health insurance benefits.
Our Compensation Committee has not adopted any formal or informal policies or guidelines for allocating compensation between long-term and
currently paid-out compensation, between cash and non-cash compensation or among different forms of non-cash compensation. We consider
competitive practices, relative management level and operating responsibilities of each executive officer when determining the compensation
elements to reward his or her ability to impact short-term and long-term results.

Role of the Chief Executive Officer

Historically, our Chief Executive Officer has taken the lead in providing our Board of Directors with advice regarding executive compensation.
For 2011, the Compensation Committee considered recommendations from our Chief Executive Officer regarding the compensation for and
performance of our executive officers in relation to company-specific strategic goals that were established by the Compensation Committee and
approved by the Board of Directors related to potential bonus payments and salary adjustments. The Compensation Committee considers the
recommendations made by our Chief Executive Officer because of his knowledge of the business and the performance of the other executive
officers. The Compensation Committee is not bound by the input it receives from our Chief Executive Officer. Instead, the Compensation
Committee exercises independent discretion when making executive compensation decisions. We describe and discuss the particular
compensation decisions made by the Compensation Committee regarding the 2011 compensation of our named executive officers below under
�Elements of Executive Compensation.�

Elements of Executive Compensation

Base Salary. We pay base salaries to attract executive officers and provide a basic level of financial security. We establish base salaries for our
executives based on the scope of their responsibilities, taking into account competitive market compensation paid by other companies for similar
positions. Base salaries are generally reviewed annually, with adjustments based on the individual�s responsibilities, performance and experience
during the year. This review generally occurs each year following an annual review of individual performance.

For 2011, the Compensation Committee and the Board of Directors approved that each of the named executive officers be entitled to receive a
3.52% increase in such officer�s salary for 2011 as compared to 2010 based primarily on Company performance for the year ending
December 31, 2010. Effective April 1, 2011, Dr. Deans� salary was further increased to a base of $300,000 per annum based on his performance.

For 2012, the Compensation Committee and the Board of Directors approved that the Chief Executive Officer will be entitled to receive a 6.30%
increase in salary for 2012 as compared to 2011, an adjustment based
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primarily on competitive information provided to the Compensation Committee by its independent compensation consultant. Also for 2012, the
Compensation Committee and the Board of Directors approved that each of the named executive officers be entitled to receive an increase in
such officer�s salary for 2012 as compared to 2011 based primarily on Company performance for the year ended December 31, 2011. The
increases are as follows: Mr. Lehmann � 3.5%; Dr. Harrington � 3.0%; Dr. Deans � 2.5% (taking into consideration his salary adjustment in April
2011); and Ms. Campbell � 2.75%.

Cash Bonuses. We utilize annual incentive bonuses to reward officers and other employees for achieving financial and operational goals and for
achieving individual annual performance objectives. These objectives vary depending on the individual executive and employee, but relate
generally to strategic factors, including establishment and maintenance of key strategic relationships, advancement of our product candidates,
identification and advancement of additional programs or product candidates, and to financial factors, including raising capital and improving
our results of operations.

In 2005, in connection with a restructuring of the Company�s internal programs, the Board established an incentive program designed to retain
and motivate our executives. The program provided for payments to the executives upon the occurrence of certain business transactions and
time-limited financing milestones. The program continues to provide the named executive officers financial participation in the event of certain
merger or acquisition or asset sale transactions. In the event of a defined transaction, we would be obligated to make a payment to the named
executive officers representing five percent of the consideration received from the transaction, and in the event of a stock-based transaction, the
executives would receive fifty percent of any payments due to them in stock. There were no payments under this program in 2011.

In addition, given the nature of our business, when appropriate, we reward our executive officers with discretionary bonuses. Discretionary
bonuses were paid to our named executive officers in 2012, for the year ended December 31, 2011, as described in the following paragraph.

The Compensation Committee recommended and the Board of Directors approved a cash bonus incentive program for the year ended
December 31, 2011 for our named executive officers. Under the 2011 incentive program, each participant is eligible to earn a target bonus of a
specified percentage of the named executive officer�s salary during the award term, weighted on the achievement of specified corporate goals,
with the remainder based on individual/functional performance, as set forth below:

Weighted on
Target Bonus Corporate Goals Functional Performance

Dr. Van Bokkelen 40% 100% 0% 
Dr. Harrington 33% 80% 20% 
Mr. Lehmann 33% 80% 20% 
Dr. Deans 30% 60% 40% 
Ms. Campbell 25% 60% 40% 

The evaluation of goal achievement is at the discretion of the Compensation Committee and Board of Directors based on input from the Chief
Executive Officer (with respect to the named executive officers other than the Chief Executive Officer, whose bonus potential is based 100% on
achievement of specified corporate goals). The 2011 corporate goals included progress on MultiStem clinical development, execution against the
established budget and operating plan, and achievement of one or more strategic partnerships. However, any bonus ultimately paid under the
2011 incentive program was to be at the discretion of the Board of Directors based on the recommendation of the Compensation Committee,
after good faith consideration of executive officer performance, overall company performance, market conditions and cash availability. There
was no formally adopted plan document for the 2011 incentive program, although the Compensation Committee recommended and the Board of
Directors approved the specific corporate goals, target bonus levels and weightings between corporate and functional performance. The
Compensation Committee and the Board of
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Directors agreed that each of the named executive officers would be entitled to a bonus under the 2011 incentive program as a result of
individual performance and the achievement of operational and strategic objectives in 2011, specifically the achievement of patient enrollment
goals for the Company�s clinical trials and other program development goals, resulting in the payment of bonuses based on a percentage of such
officers� 2011 base salaries as follows:

Bonus
Achieved

Cash Bonus
Paid

Dr. Van Bokkelen 9.9% $ 40,000
Dr. Harrington 7.8% $ 27,000
Mr. Lehmann 7.8% $ 27,000
Dr. Deans 8.1% $ 24,300
Ms. Campbell 6.8% $ 15,300

For the year ending December 31, 2012, the Compensation Committee recommended and the Board of Directors approved a similar cash bonus
incentive plan for our named executive officers. The 2012 plan has no change to the target bonus percentage or functional performance
weightings for our named executive officers. The 2012 corporate goals include advancing and achieving enrollment goals for our clinical
programs for MultiStem, executing against the established operating plan and capital acquisition objectives, and advancing strategic partnership
and program activities.

Long-Term Incentive Program. We believe that we can encourage superior long-term performance by our executive officers and employees
through encouraging them to own, and assisting them with the acquisition of, our common stock. Our equity compensation plans provide our
employees, including named executive officers, with incentives to help align their interests with the interests of our stockholders. We believe
that the use of common stock and stock-based awards offers the best approach to achieving our objective of fostering a culture of ownership,
which we believe will, in turn, motivate our named executive officers to create and enhance stockholder value. We have not adopted stock
ownership guidelines, but our equity compensation plans provide a principal method for our executive officers to acquire equity in our company.

Our equity compensation plans authorize us to grant, among other types of awards, options, restricted stock and restricted stock units to our
employees, Directors and consultants. Historically, we elected to use stock options as our primary long-term equity incentive vehicle. To date,
we have not granted any restricted stock or restricted stock units under our equity compensation plans to our named executive officers or
directors. However, in 2011, we granted restricted stock units to our other employees. We expect to continue to use equity-based awards as a
long-term incentive vehicle because we believe:

� Equity-based awards align the interests of our executives with those of our stockholders, support a pay-for-performance culture,
foster an employee stock ownership culture and focus the management team on increasing value for our stockholders;

� The value of equity-based awards is based on our performance, because the value received by the recipient of equity-based awards is
based on the growth of our stock price;

� Equity-based awards help to provide a balance to the overall executive compensation program because, while base salary and our
discretionary annual bonus program focus on short-term performance, vesting equity-based awards reward increases in stockholder
value over the longer term; and

� The vesting period of equity-based awards encourages executive retention and efforts to preserve stockholder value.
In the past, in determining the number of stock options to be granted to executives, we took into account the individual�s position, scope of
responsibility, ability to affect results and stockholder value, the individual�s historic and recent performance and the value of equity-based
awards in relation to other elements of the individual executive�s total compensation. Currently, awards of equity-based awards are granted from
time to
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time under the guidance and approval of the Compensation Committee and the Board of Directors. The Compensation Committee and the Board
of Directors periodically review and approve equity-based awards to executive officers based upon a review of competitive compensation data,
an assessment of individual performance, a review of each executive�s existing long-term incentives, retention considerations and a subjective
determination of the individual�s potential to positively impact future stockholder value. No equity-based awards were granted to our named
executive officers in 2011.

Retirement and Health Insurance Benefits. Consistent with our compensation philosophy, we maintain benefits for our executive officers,
including medical, dental, vision, life and disability insurance coverage and the ability to contribute to a 401(k) retirement plan. The executive
officers and employees have the ability to participate in these benefits at the same levels. We began making employer contributions to our
401(k) retirement plan in 2011 and contributed approximately $88,000 in 2011. We provide such retirement and health insurance benefits to our
employees to retain qualified personnel. In addition, Dr. Van Bokkelen, Dr. Harrington, Mr. Lehmann, Dr. Deans and Ms. Campbell also receive
Company-paid life insurance benefits in the amounts of $2.0 million for Dr. Van Bokkelen, Dr. Harrington and Mr. Lehmann, and $1.0 million
for Dr. Deans and Ms. Campbell. These additional life insurance policies are provided to these officers due to their extensive travel requirements
and contributions to the Company. We have no current plans to change the level of these benefits provided to our named executive officers.

Severance Arrangements

See the disclosure under �Potential Payments Upon Termination or Change of Control� for more information about severance arrangements with
our named executive officers. We provide such severance arrangements to attract and retain qualified personnel.

Employment Agreements and Arrangements

We believe that entering into employment agreements with each of our named executive officers was necessary for us to attract and retain
talented and experienced individuals for our senior level positions. In this way, the employment agreements help us meet the initial objective of
our compensation program. Each agreement contains terms and arrangements that we agreed to through arms-length negotiation with our named
executive officers. We view these employment agreements as reflecting the minimum level of compensation that our named executive officers
require to remain employed with us, and thus the bedrock of our compensation program for our named executive officers. For more details of
our employment agreements and arrangements, see the disclosure under �2011 Summary Compensation Table.�

The 2005 incentive program for our named executive officers provides substantial equity participation in the event of the sale of the Company or
substantially all of its assets. The Compensation Committee believes that this program coupled with existing, vested stock option holdings
provides strong equity incentives to our named executive officers.

General Tax Deductibility of Executive Compensation

We structure our compensation program to comply with Internal Revenue Code Section 162(m). Under Section 162(m) of the Internal Revenue
Code, there is a limitation on tax deductions of any publicly-held corporation for individual compensation to certain executives of such
corporation exceeding $1.0 million in any taxable year, unless the compensation is performance-based. The Compensation Committee manages
our incentive programs to qualify for the performance-based exemption; however, it also reserves the right to provide compensation that does
not meet the exemption criteria if, in its sole discretion, it determines that doing so advances our business objectives.
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2011 Summary Compensation Table

The following table and narrative set forth certain information with respect to the compensation earned during the fiscal year ended
December 31, 2011 by our named executive officers.

Name and Principal

Position (a)
Year
(b)

Salary
($) (c) Bonus ($)(d)

Option
Award ($)

(1) (f)

All Other
Compensation

($) (i)
Total
(4) (j)

Gil Van Bokkelen, 2011 $ 404,500 $ 40,000 $ 0 $ 12,620 $ 457,120
Chief Executive 2010 $ 390,741 $ 52,750 $ 0 $ 9,620 $ 453,111
Officer (2) 2009 $ 383,079 $ 76,616 $ 98,250 $ 5,000 $ 562,945

Laura Campbell, 2011 $ 225,365 $ 15,300 $ 0 $ 5,109 $ 245,774
Vice President 2010 $ 217,699 $ 29,389 $ 0 $ 2,109 $ 249,197
of Finance 2009 $ 213,430 $ 42,686 $ 68,775 $ 0 $ 324,891

William (BJ) Lehmann, Jr., 2011 $ 346,714 $ 27,000 $ 0 $ 4,673 $ 378,387
President and 2010 $ 334,921 $ 45,214 $ 0 $ 1,673 $ 381,808
Chief Operating Officer 2009 $ 328,354 $ 65,671 $ 88,425 $ 1,000 $ 483,450

John Harrington, 2011 $ 346,714 $ 27,000 $ 0 $ 4,355 $ 378,069
Chief Scientific Officer and 2010 $ 334,921 $ 45,214 $ 0 $ 1,355 $ 381,490
Executive Vice President (2) 2009 $ 328,354 $ 65,671 $ 88,425 $ 1,000 $ 483,450

Robert Deans, 2011 $ 292,898 $ 24,300 $ 0 $ 5,620 $ 322,818
Executive Vice President, 2010 $ 262,355 $ 35,418 $ 0 $ 5,620 $ 303,393
Regenerative Medicine 2009 $ 257,211 $ 51,442 $ 78,600 $ 6,000 $ 393,253

(1) Amounts in column (f) do not necessarily reflect compensation actually received by Athersys� named executive officers. The amounts in
column (f) reflect the full grant date fair value of the equity awards made during the fiscal year ended December 31, 2009 in accordance
with Accounting Standards Codification 718, or ASC 718. Assumptions used in the calculation of these amounts are included in Note B to
the audited consolidated financial statements included elsewhere in this prospectus.

(2) Drs. Van Bokkelen and Harrington also served as our Directors for 2011, 2010 and 2009, but did not receive any compensation as our
Directors.

Employment Agreements and Arrangements

Dr. Gil Van Bokkelen. On December 1, 1998, we entered into a one-year employment agreement, effective April 1, 1998, with Dr. Gil Van
Bokkelen, to serve initially as President and Chief Executive Officer. The agreement automatically renews for subsequent one-year terms on
April 1 of each year unless either party gives notice of termination at least thirty days before the end of any term. Under the terms of the
agreement, Dr. Van Bokkelen was entitled to an initial base salary of $150,000, which may be increased at the discretion of our Board of
Directors, and an annual discretionary incentive bonus of up to 33% of his base salary. His salary for 2012 is $430,000 and his target annual
incentive bonus is 40% of his base salary. Dr. Van Bokkelen also received options to purchase shares of Common Stock upon his employment
that were terminated in 2007, and his current stock options are described in the table below. Per the agreement, Dr. Van Bokkelen is also entitled
to life insurance coverage for the benefit of his family in the amount of at least $1.0 million (which is $2.0 million for 2012) and is provided the
use of a company automobile for business use. For more information about severance arrangements under the agreement, see the disclosure
under �Potential Payments Upon Termination or Change of Control.� Dr. Van Bokkelen has also entered into a non-competition and
confidentiality agreement with us under which, during his employment and for a period of 18 months thereafter, he is restricted from, among
other things, competing with us.
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Dr. John J. Harrington. On December 1, 1998, we entered into a one-year employment agreement, effective April 1, 1998, with Dr. John J.
Harrington to serve initially as Executive Vice President and Chief Scientific Officer. The agreement automatically renews for subsequent
one-year terms on April 1 of each year unless either party gives notice of termination at least thirty days before the end of any term. Under the
terms of the agreement, Dr. Harrington was entitled to an initial base salary of $150,000, which may be increased at the discretion of our Board
of Directors, and an annual discretionary incentive bonus of up to 33% of his base salary. His salary for 2012 is $357,116 and his target annual
incentive bonus is 33% of his base salary. Dr. Harrington also received options to purchase shares of Common Stock upon his employment that
were terminated in 2007, and his current stock options are described in the table below. Per the agreement Dr. Harrington is also entitled to life
insurance coverage for the benefit of his family in the amount of at least $1.0 million (which is $2.0 million for 2012). For more information
about severance arrangements under the agreement, see the disclosure under �Potential Payments Upon Termination or Change of Control.�
Dr. Harrington has also entered into a non-competition and confidentiality agreement with us under which, during his employment and for a
period of 18 months thereafter, he is restricted from, among other things, competing with us.

Laura K. Campbell. On May 22, 1998, we entered into a two-year employment agreement with Laura K. Campbell to serve initially as
Controller. The agreement automatically renews for subsequent one-year terms on May 22 of each year unless either party gives notice of
termination at least thirty days before the end of any term. Under the terms of the agreement, Ms. Campbell was entitled to an initial base salary
of $70,200, which may be increased at the discretion of our Board of Directors. Her salary for 2012 is $231,562 and her target annual incentive
bonus is 25% of her base salary. Ms. Campbell also received options to purchase shares of Common Stock upon her employment that were
terminated in 2007, and her current stock options are described in the table below. For more information about severance arrangements under the
agreement, see the disclosure under �Potential Payments Upon Termination or Change of Control.�

William (B.J.) Lehmann, Jr. On January 1, 2004, we entered into a four-year employment agreement with Mr. Lehmann to serve initially as
Executive Vice President of Corporate Development and Finance. The agreement automatically renews for subsequent one-year terms on
January 1 of each year unless either party gives notice of termination at least thirty days before the end of any term. Under the terms of the
agreement, Mr. Lehmann was entitled to an initial base salary of $250,000, which may be increased at the discretion of our Board of Directors.
His salary for 2012 is $358,849 and his target annual incentive bonus is 33% of his base salary. Mr. Lehmann also received options to purchase
shares of Common Stock upon his employment that were terminated in 2007, and his current stock options are described in the table below. For
more information about severance arrangements under the agreement, see the disclosure under �Potential Payments Upon Termination or Change
of Control.� Mr. Lehmann has also entered into a non-competition and confidentiality agreement with us under which, during his employment
and for a period of six months thereafter, he is restricted from, among other things, competing with us.

Dr. Robert Deans. On October 3, 2003, we entered into a four-year employment agreement with Dr. Robert Deans to serve initially as Vice
President of Regenerative Medicine. The agreement automatically renews for subsequent one-year terms on October 3 of each year unless either
party gives notice of termination at least thirty days before the end of any term. Under the terms of the agreement, Dr. Deans was entitled to an
initial base salary of $200,000, which may be increased at the discretion of our Board of Directors, and an annual discretionary incentive bonus
of up to 30% of his base salary. His salary for 2012 is $307,500 and his target annual incentive bonus is 30% of his base salary. Dr. Deans also
received options to purchase shares of Common Stock upon his employment that were terminated in 2007, and his current stock options are
described in the table below. For more information about severance arrangements under the agreement, see the disclosure under �Potential
Payments Upon Termination or Change of Control.� Dr. Deans has also entered into a non-competition and confidentiality agreement with us
under which, during his employment and for a period of six months thereafter, he is restricted from, among other things, competing with us.
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Equity Compensation Plans

In June 2007, we adopted two equity compensation plans, which authorize the Board of Directors, or a committee thereof, to provide
equity-based compensation in the form of stock options, restricted stock, restricted stock units and other stock-based awards, which are used to
attract and retain qualified employees, Directors and consultants. Equity awards are granted from time to time under the guidance and approval
of the Compensation Committee. Total awards under these plans, as amended, are limited to 5,500,000 shares of common stock.

401(k) Plan

We have a tax-qualified employee savings and retirement plan, also known as a 401(k) plan that covers all of our employees. Under our 401(k)
plan, eligible employees may elect to reduce their current compensation by up to the statutorily prescribed annual limit, which was $16,500 in
both 2011 and 2010, and have the amount of the reduction contributed to the 401(k) plan. The trustees of the 401(k) plan, at the direction of each
participant, invest the assets of the 401(k) plan in designated investment options. We may make matching or profit-sharing contributions to the
401(k) plan in amounts to be determined by our Board of Directors. We made matching contributions to the 401(k) plan during fiscal 2011 at a
maximum rate of fifty cents for every dollar of the first 6% of participant contributions, up to a dollar maximum of $3,000 per participant, which
amounted to approximately $88,000 in 2011. We did not make any matching or profit-sharing contributions to the 401(k) plan during fiscal 2010
or 2009. The 401(k) plan is intended to qualify under Section 401 of the Internal Revenue Code, so that contributions to the 401(k) plan and
income earned on the 401(k) plan contributions are not taxable until withdrawn, and so that any contributions we make will be deductible when
made.

Outstanding Equity Awards at 2011 Fiscal Year-End

The following table sets forth outstanding options held by our named executive officers at December 31, 2011.

Option Awards

Name (a)

Number
of

Securities

Underlying

Unexercised

Options

(#)

Exercisable
(b)

Number of

Securities

Underlying

Unexercised

Options

(#)

Unexercisable
(c)

Option

Exercise

Price
($) (e)

Option  Expiration

Date
(f)

Gil Van Bokkelen 712,500 0 $ 5.00 June 8, 2017(1) 
25,000 0 $ 5.28 December 23, 2019(2) 

Laura Campbell 200,000 0 $ 5.00 June 8, 2017(1) 
17,500 0 $ 5.28 December 23, 2019(2) 

William (BJ) Lehmann, Jr. 400,000 0 $ 5.00 June 8, 2017(1) 
22,500 0 $ 5.28 December 23, 2019(2) 

John Harrington 700,000 0 $ 5.00 June 8, 2017(1) 
22,500 0 $ 5.28 December 23, 2019(2) 

Robert Deans 240,000 0 $ 5.00 June 8, 2017(1) 
20,000 0 $ 5.28 December 23, 2019(2) 

(1) These options were granted on June 8, 2007, vested at a rate of 40% on the grant date and vested 20% in each of the three years thereafter
(on a quarterly basis), and were fully exercisable on June 8, 2010.

(2) These options were granted on December 23, 2009, vested at a rate of 25% per quarter and were fully exercisable on December 24, 2010.
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2011 Options Exercised and Stock Vested

None of our named executive officers exercised any stock options during 2011. As of December 31, 2011, our named executive officers did not
have any other stock awards other than options.

Potential Payments Upon Termination or Change in Control

Under their employment agreements, the named executive officers may be entitled to certain potential payments upon termination. In the event
that an executive officer is terminated without cause or terminates employment for good reason, as defined in the agreements, we would be
obligated to pay full base salary and other benefits for a defined period, subject to mitigation related to other employment. For Dr. Gil Van
Bokkelen and Dr. John Harrington, the defined payment period is 18 months and, for all other executive officers, the period is six months. We
would also be obligated to continue the participation of Dr. Gil Van Bokkelen and Dr. John Harrington in all other medical, life and employee
�welfare� benefit programs for a period of eighteen months at our expense, to the extent available and possible under the programs.

The agreements define �cause� to mean willful and continuous neglect of such executive officer�s duties or responsibilities or willful misconduct by
the executive officer that is materially and manifestly injurious to Athersys. �Good reason� includes, among other things, demotion, salary
reduction, relocation, failure to provide an executive officer with adequate and appropriate facilities and termination by the executive officer
within 90 days of a change in control. A �change in control� occurs when (1) a person or group of persons purchases 50% or more of our
consolidated assets or a majority of our voting shares, or (2) if, following a public offering, the directors of Athersys immediately following the
offering no longer constitute a majority of the Board of Directors. Upon a change in control, or if the named executive officer should die or
become permanently disabled, all unvested stock options become immediately vested and exercisable. As of December 31, 2011, none of the
named executive officers held unvested stock options.

In the event that an executive officer is terminated for cause or as a result of death, we would be obligated to pay full base salary and other
benefits, including any unpaid expense reimbursements, through the date of termination, and would have no further obligations to the executive
officer. In the event that an executive officer is unable to perform duties as a result of a disability, we would be obligated to pay full base salary
and other benefits until employment is terminated and for a period of twelve months from the date of such termination.

Additionally, in 2005, in connection with the restructuring of the Company�s internal programs, the Board established an incentive program
intended to promote retention and motivation of our executives. The program provides the named executive officers financial participation in the
event of certain merger or acquisition or asset sale transactions, obligating us to make a payment to the named executive officers representing
five percent of the consideration received from the transaction.
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The table below reflects the amount of compensation payable to each named executive officer in the event of termination of such executive�s
employment, pursuant to such executive�s employment agreement. The amounts shown assume that such termination was effective as of
December 31, 2011 and thus includes amounts earned through such time and are estimates of the amounts that would be paid out to executives
upon their termination.

Executive Benefit and

Payments Upon
Separation

Termination

Without

Cause or

Voluntary For
Good Reason(1)

Gil Van Bokkelen Cash Severance Payment $ 606,750
Continuation of Benefits $ 23,944

Total $ 630,694

William (BJ) Lehmann, Jr. Cash Severance Payment $ 173,357
Continuation of Benefits �  

Total $ 173,357

John Harrington Cash Severance Payment $ 520,071
Continuation of Benefits $ 23,944

Total $ 544,015

Robert Deans Cash Severance Payment $ 150,000
Continuation of Benefits �  

Total $ 150,000

Laura Campbell Cash Severance Payment $ 112,682
Continuation of Benefits �  

Total $ 112,682

(1) Does not include any amounts payable upon a change in control pursuant to the incentive program established in 2005 as described on the
preceding page.
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Director Compensation Table for 2011

The following table summarizes compensation paid to our non-employee Directors in 2011:

Name(a)

Fees Earned or
Paid in Cash

($)(b)

Option
Awards
($)(1)(d)

Total
($)(h)

Lee E. Babiss $ 47,250 $ 34,950 $ 82,200
Ismail Kola $ 44,625 $ 34,950 $ 79,575
George M. Milne, Jr. $ 52,625 $ 34,950 $ 87,575
Lorin J. Randall $ 66,500 $ 34,950 $ 101,450
Jack L. Wyszomierski $ 53,125 $ 34,950 $ 88,075

(1) Amounts in column (d) do not necessarily reflect compensation actually received by our Directors. The amounts in column (d) reflect the
full grant date fair value of the equity awards made during the fiscal year ended December 31, 2011, in accordance with ASC 718.
Assumptions used in the calculation of these amounts are included in the notes to the 2011 audited consolidated financial statements. The
Directors had option awards outstanding as of December 31, 2011 for shares of common stock as follows: Lee Babiss � 90,000; Ismail Kola
� 90,000; George Milne � 135,000; Lorin Randall � 135,000; and Jack Wyszomierski � 90,000.

Under our Director compensation program for non-employee Directors prior to 2011, new Directors received an initial stock option grant to
purchase 75,000 shares of common stock at fair market value on the date of grant, which options vest at a rate of 50% in the first year (on a
quarterly basis) and 25% in each of the two years (on a quarterly basis) thereafter. Effective April 1, 2011, the Board of Directors approved a
revised initial grant for new directors equal to 30,000 shares of common stock, which options vest at a rate of 50% in the first year (on a
quarterly basis) and 25% in each of the two years (on a quarterly basis) thereafter.

Additionally, the non-employee Directors receive, at each anniversary of service, an option award to purchase 15,000 shares of common stock at
fair market value on the date of grant. These additional awards vest at a rate of 50% in the first year (on a quarterly basis), and 25% in each of
the two years (on a quarterly basis) thereafter. Effective April 1, 2011, the Board of Directors approved a change to the vesting schedule for
anniversary stock option awards such that new awards vest quarterly over a one-year period, with such anniversary awards issued in June of
each year, in connection with our annual stockholder meeting. In June 2011, all five of our non-employee Directors each received such an
anniversary stock option award. Also, effective April 1, 2011, all new initial and anniversary stock option awards granted to non-employee
Directors will have a term of ten years and upon the termination of the Director�s service, the Director will have 18 months in which to exercise
the vested portion of his options prior to forfeiture.
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For 2010, the non-employee Directors also received cash compensation of $30,000 per year, paid quarterly, plus daily fees of $1,500 for
participating in person, or $500 for participating by telephone, at Board of Directors meetings. The chair of the Audit Committee received
additional cash compensation of $10,000 per year, paid quarterly, and the chair of the Compensation Committee received additional cash
compensation of $6,000 per year, paid quarterly. All Audit Committee and Compensation Committee members also received additional meeting
fees of $1,000 for participating in person, or $500 for participating by telephone, at each Audit Committee or Compensation Committee meeting.
Directors, however, could not receive more than $2,500 in any one day for participation in Board and committee meetings. Effective April 1,
2011, the Board of Directors approved a revised cash compensation program for Directors with annual retainers as set forth below, with no
meeting fees:

Board Member $ 40,000
Audit Committee � Chairman $ 15,000
Audit Committee � Member $ 7,500
Compensation Committee � Chairman $ 10,000
Compensation Committee � Member $ 5,000
Nominations and Corporate Governance Committee � Chairman $ 6,000
Nominations and Corporate Governance Committee � Member $ 3,000

Retainers are paid quarterly and Directors are reimbursed for reasonable out-of-pocket expenses incurred while attending Board and committee
meetings.
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CERTAIN RELATIONSHIPS AND RELATED PERSON TRANSACTIONS

We give careful attention to related person transactions because they may present the potential for conflicts of interest. We refer to �related
person transactions� as those transactions, arrangements, or relationships in which:

� we were, are or are to be a participant;

� the amount involved exceeds $120,000; and

� any of our Directors, Director nominees, executive officers or greater-than five percent stockholders (or any of their immediate
family members) had or will have a direct or indirect material interest.

To identify related person transactions in advance, we rely on information supplied by our executive officers, Directors and certain significant
stockholders. We maintain a comprehensive written policy for the review, approval or ratification of related person transactions, and our Audit
Committee reviews all related person transactions identified by us. The Audit Committee approves or ratifies only those related person
transactions that are determined by it to be, under all of the circumstances, in the best interest of our company and its stockholders. No related
person transactions occurred in the last three fiscal years that required a review by the Audit Committee.

In November 2011, we entered into a purchase agreement with Aspire Capital, which provides that Aspire Capital is committed to purchase up
to an aggregate of $20.0 million of shares of our common stock over a two-year term, subject to our election to sell any such shares, and the
terms and conditions set forth therein. As part of the purchase agreement, Aspire Capital made an initial investment of $1.0 million in us through
the purchase of 666,667 shares of our common stock at $1.50 per share, and received 266,667 additional shares as compensation for its
commitment. As a result of this transaction, combined with shares of our stock that Aspire held prior to the November 2011 transaction, Aspire
Capital became one of our largest stockholders, owning more than 5% of our shares of common stock outstanding upon completion of the
transaction.

In 2012, we sold an additional 200,000 shares to Aspire Capital pursant to the purchase agreement at an average price of $1.85 per share. Also,
in our March 2012 private placement, Aspire Capital purchased an additional 966,184 shares of common stock and five-year warrants to
purchase 966,184 shares of common stock with an exercise price of $2.07 per share. The securities were sold in multiples of a fixed combination
of one share of common stock and a warrant to purchase one share of common stock at an offering price of $2.07 per fixed combination, for a
total purchase price to Aspire Capital of approximately $2.0 million.
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BENEFICIAL OWNERSHIP OF COMMON STOCK

The following table sets forth certain information known to us regarding the beneficial ownership of our Common Stock as of March 27, 2012
by:

� each person known by us to beneficially own more than 5% of our common stock;

� each of our Directors;

� each of our named executive officers; and

� all of our Directors and executive officers as a group.
We have determined beneficial ownership in accordance with the rules of the SEC. In computing the number of shares beneficially owned by a
person and the percentage ownership of that person, shares of common stock that could be issued upon the exercise of outstanding options and
warrants held by that person that are exercisable within 60 days of March 27, 2012 are considered outstanding. These shares, however, are not
considered outstanding when computing the percentage ownership of each other person.

Except as indicated in the footnotes to this table and pursuant to state community property laws, each stockholder named in the table has sole
voting and investment power for the shares shown as beneficially owned by them.

Name of Beneficial Owner Number of Shares Percent of Class
Greater Than 5% Stockholders
OrbiMed Advisors LLC and affiliates (1) 2,460,388 8.1% 
Radius Venture Partners and affiliates (2) 2,400,000 8.0% 
Angiotech Pharmaceuticals, Inc. (3) 1,885,890 6.4% 
Aspire Capital (4) 2,128,967 7.2% 

Directors and Executive Officers
Gil Van Bokkelen (5) 962,304 3.2% 
Lee Babiss (6) 58,125 *
John Harrington (7) 824,462 2.7% 
Ismail Kola (8) 53,438 *
George Milne (9) 2,540,626 8.4% 
Lorin Randall (10) 123,750 *
Jack Wyszomierski (11) 62,813 *
Laura Campbell (12) 230,829 *
Robert Deans (13) 260,000 *
William (BJ) Lehmann, Jr. (14) 430,650 1.4% 
All Directors and executive officers as a group (10 persons) 5,546,997 16.8% 

* Less than 1%.
(1) A Schedule 13D/A filed with the SEC on April 29, 2011 reported that OrbiMed Advisors LLC, or OrbiMed beneficially owned 1,615,700

shares (1,600,450 shares beneficially owned by OrbiMed Private Investments III, LP, or OPI III, and 15,250 shares beneficially owned by
OrbiMed Associates III, LP, or Associates of common stock, 750,000 shares (742,925 shares beneficially owned by OPI III and 7,075
shares beneficially owned by Associates) of common stock issuable upon the exercise of warrants at $6.00 per share and vested options for
94,688 shares of common stock at a weighted average exercise price of $4.45 per share. OrbiMed Capital GP III LLC is the general partner
of OPI III, pursuant to the terms of its limited partnership agreement. OrbiMed Advisors LLC acts as investment manager of Associates,
pursuant to the terms of its investment advisory agreement. Pursuant to these agreements and relationships, OrbiMed Advisors LLC and
OrbiMed Capital GP III LLC have discretionary investment management authority with respect to the assets of these investment accounts
and such authority includes the power to vote and otherwise dispose of securities purchased by OPI III and Associates. Samuel Isaly owns,
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pursuant to the
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terms of the limited liability company agreement of each of OrbiMed Advisors LLC and OrbiMed Capital GP III LLC, a controlling
interest in the outstanding limited liability company interests of each such entity. As a result, Isaly, OrbiMed Advisors LLC and OrbiMed
Capital GP III LLC share power to direct the vote and to direct the disposition of the Common Stock. The address for OrbiMed Advisors
LLC and its affiliates is 767 3rd Avenue, 30th Floor, New York, New York 10017.

(2) A Schedule 13D/A filed with the SEC on May 7, 2008 reported that Radius Venture Partners (defined below) beneficially owned
1,600,000 shares (800,000 shares beneficially owned by Radius Venture Partners II, L.P., or Radius II, 103,766 shares beneficially owned
by Radius Venture Partners III, L.P., or Radius III, and 696,234 shares beneficially owned by Radius Venture Partners III QP, L.P., or
Radius III QP, of common stock and 800,000 shares (400,000 shares beneficially owned by Radius II, 51,883 shares beneficially owned by
Radius III and 348,117 shares beneficially owned by Radius III QP) of common stock issuable upon the exercise of warrants at $6.00 per
share. Radius Venture Partners II, LLC is the general partner of Radius II. Radius Venture Partners III, LLC (which, together with Radius
Venture Partners II, we refer to as Radius Venture Partners) is the general partner of Radius III and Radius III QP. Daniel C. Lubin and
Jordan S. Davis are the managing members of Radius Venture Partners II, LLC and Radius Venture Partners III, LLC. Radius II has the
sole power to vote or direct the vote and to dispose or direct the disposition of the shares beneficially owned by Radius II. Messrs. Lubin
and Davis, by virtue of their positions as managing members of the general partner of Radius II, may be deemed to have the shared power
to vote or direct the vote of and shared power to dispose or direct the disposition of the shares held by Radius II. Radius III has the sole
power to vote or direct the vote and to dispose or direct the disposition of the shares beneficially owned by Radius III, and Radius III QP
has the sole power to vote or direct the vote and to dispose or direct the disposition of the shares beneficially owned by Radius III QP.
Messrs. Lubin and Davis, by virtue of their positions as managing members of the general partner of Radius III and Radius III QP, may be
deemed to have the shared power to vote or direct the vote of and shared power to dispose or direct the disposition of the shares
beneficially owned by Radius III and Radius III QP. Additionally, each of Daniel C. Lubin, Jordan S. Davis, Radius Venture Partners II,
LLC and Radius Venture Partners III, LLC disclaim beneficial ownership of the shares beneficially owned by Radius II, Radius III and
Radius III QP. The address for Radius Venture Partners and its affiliates is 400 Madison Avenue, 8th Floor, New York, New York 10017.

(3) A Schedule 13G filed with the SEC on June 18, 2007 reported that Angiotech beneficially owned 1,885,890 shares of common stock and
that Angiotech has sole voting and dispositive power over such shares. The address for Angiotech is 1618 Station Street, Vancouver,
British Columbia, Canada V6A 1B6.

(4) Aspire Capital has direct beneficial ownership of 2,128,967 shares of common stock. Aspire Capital also holds warrants to purchase
1,066,084 shares of common stock; however, the warrants are exercisable only if the holder beneficially owns less than 4.99% of the
outstanding shares of common stock and, therefore, the shares underlying the warrants are not beneficially owned by Aspire Capital as of
the date of this prospectus. Aspire Capital Partners, LLC, or Aspire Partners, as the managing member of Aspire Capital, SGM Holdings
Corp., or SGM, as the managing member of Aspire Partners, Steven G. Martin, the president and sole shareholder of SGM and a principal
of Aspire Partners, Erik J. Brown, a principal of Aspire Partners, and Christos Komissopoulos, a principal of Aspire Partners, may be
deemed to have shared voting and investment power over shares owned by Aspire Capital. Each of Aspire Partners, SGM, Mr. Martin, Mr.
Brown and Mr. Komissopoulos disclaims beneficial ownership of the shares of common stock held by Aspire Capital. The address for
Aspire Capital and its affiliates is 155 North Wacker Drive, Suite 1600, Chicago, Illinois 60606.

(5) Includes warrants to purchase 5,318 shares of common stock at $6.00 per share. Also includes vested options for 737,500 shares of
common stock at a weighted average exercise price of $5.01 per share.

(6) Includes vested options for 58,125 shares of common stock at a weighted average exercise price of $3.10 per share.
(7) Includes warrants to purchase 5,318 shares of common stock at $6.00 per share. Also includes vested options for 722,500 shares of

Common Stock at a weighted average exercise price of $5.01 per share.
(8) Includes vested options for 53,438 shares of common stock at a weighted average exercise price of $2.79 per share.
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(9) Includes 10,000 shares beneficially owned individually and warrants to purchase 5,000 shares of common stock at $6.00 per share
beneficially owned individually. Also includes 1,600,000 shares (800,000 shares beneficially owned by Radius II, 103,766 shares
beneficially owned by Radius III, and 696,234 shares beneficially owned by Radius III QP) of common stock. Also includes 800,000
shares (400,000 shares beneficially owned by Radius II, 51,883 shares beneficially owned by Radius III, and 348,117 shares beneficially
owned by Radius III QP) of common stock issuable upon the exercise of warrants at $6.00 per share. Dr. Milne is a venture partner of each
of Radius II, Radius III and Radius III QP and disclaims beneficial ownership of the reported securities except to the extent of his
pecuniary interest therein. Also includes vested options for 125,626 shares of Common Stock owned by Dr. Milne at a weighted average
exercise price of $3.76 per share.

(10) Includes vested options for 123,750 shares of common stock at a weighted average exercise price of $5.38 per share.
(11) Includes vested options for 62,813 shares of common stock at a weighted average exercise price of $3.03 per share.
(12) Includes warrants to purchase 266 shares of common stock at $6.00 per share. Also includes vested options for 217,500 shares of common

stock at a weighted average exercise price of $5.02 per share.
(13) Includes vested options for 260,000 shares of common stock at a weighted average exercise price of $5.02 per share.
(14) Includes warrants to purchase 1,250 shares of common stock at $6.00 per share. Also includes vested options for 422,500 shares of

common stock at a weighted average exercise price of $5.01 per share.
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SELLING STOCKHOLDERS

In the March 2012 private placement, we issued an aggregate of 4,347,827 shares of our common stock and warrants to purchase an additional
4,347,827 shares of common stock in a private placement. Pursuant to the Registration Rights Agreement related to this private placement, we
agreed to file a registration statement of which this prospectus is a part with the SEC to register the disposition of the shares of our common
stock we issued in the private placement and shares of common stock issuable upon the exercise of warrants. Under the Registration Rights
Agreement, we must keep the registration statement continuously effective until the earlier of (a) such time as all such shares have been publicly
sold by the selling stockholders and (b) the date that is one year following the closing date, or March 14, 2013.

The following table sets forth certain information concerning the resale of the shares of our common stock by the selling stockholders as of
March 27, 2012. Unless otherwise described below, to our knowledge, no selling stockholder nor any of their affiliates has held any position or
office with, been employed by or otherwise has had any material relationship with us or our affiliates during the three years prior to the date of
this prospectus. Unless otherwise described below, the selling stockholders have confirmed to us that they are not broker-dealers or affiliates of a
broker-dealer within the meaning of Rule 405 of the Securities Act.

The following table assumes that the selling stockholders will sell all of the shares of our common stock offered by them in this offering.
However, the selling stockholders may offer all or some portion of our shares of common stock or any shares of common stock issuable upon
exercise of outstanding warrants held by them. Accordingly, no estimate can be given as to the amount or percentage of our common stock that
will be held by the selling stockholders upon termination of sales pursuant to this prospectus. In addition, the selling stockholders identified
below may have sold, transferred or disposed of all or a portion of their shares since the date on which they provided the information regarding
their holdings in transactions exempt from the registration requirements of the Securities Act. The term �selling stockholder� includes the
stockholders listed below and their respective transferees, assignees, pledges, donees and other successors.

We will bear all costs, expenses and fees in connection with the registration of shares of our common stock to be sold by the selling
stockholders. The selling stockholders will bear all commissions and discounts, if any, attributable to their respective sales of shares.
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As of March 27, 2012, there were 29,398,024 shares of our common stock outstanding. Unless otherwise indicated, the selling stockholders have
sole voting power and investment power over all shares owned by them.

Shares Beneficially Owned Before
this Offering (1)

Shares Beneficially Owned
After this Offering (1)

Selling Stockholder
Number of

Shares Owned
Number of Shares

Being Offered
Number of

Shares Owned
Percent
of Class

Sphera Global Healthcare Master
Fund (2) 367,146 241,546 126,500 *
Sabby Healthcare VolatilityMaster
Fund, Ltd. (3) 603,866 603,866 �  �  
Sabby Volatility Warrant Master
Fund, Ltd. (3) 603,866 603,866 �  �  
Mark G. Frantz (4) 776,355 300,000 476,355 1.6% 
Freestone Advantage Partners II, LP (5) 19,324 19,324 �  �  
Pyramid Trading, LP (6) 48,310 48,310 �  �  
Cranshire Capital Master Fund, Ltd. (7) 512,078 512,078 �  �  
Seamark Fund, L.P. (8) 743,250 400,000 343,250 1.2% 
Aspire Capital Fund, LLC (9) 3,095,151 1,932,368 1,162,783 3.8% 
Michael M. Goldberg (10) 1,362,656 1,352,656 10,000 *
East Holdings, LLC (11) 676,328 676,328 �  �  
Iroquois Master Fund, LTD (12) 386,474 386,474 �  �  
Empery Asset Master, LTD (13) 105,554 105,554 �  �  
Hartz Capital Investments, LLC (14) 105,554 105,554 �  �  
Kingsbrook Opportunities Master
Fund LP (15) 200,000 200,000 �  �  
O�Connor Global Multi-Strategy Alpha Master
Limited (16) 251,384 241,546 9,838 *
Tenor Opportunity Master
Fund, LTD (17) 362,320 362,320 �  �  
Aria Opportunity Fund LTD (17) 120,772 120,772 �  �  
Deerfield Special Situations
Fund, L.P. (18) 201,450 201,450 �  �  
Deerfield Special Situations Fund International,
Limited (18) 281,642 281,642 �  �  

* Less than 1%

(1) Beneficial ownership is determined in accordance with the rules and regulations of the SEC. In general, a person is deemed to be the
beneficial owner of (i) any shares of our common stock over which such person has sole or shared voting power or investment power, plus
(ii) any shares which such person has the right to acquire beneficial ownership of within 60 days, whether through the exercise of options,
warrants or otherwise.

We do not know when or in what amounts a selling stockholder may offer shares for sale. The selling stockholders might not sell any or all of
the shares offered by this prospectus. Because the selling stockholders may offer all or some of the shares pursuant to this offering and because
there are currently no agreements, arrangements or understandings with respect to the sale of any of the shares, we cannot estimate the number
of the shares that will be held by the selling stockholders after completion of the offering. However, for purposes of this table, we have assumed
that, after completion of the offering, none of the shares covered by this prospectus will be held by the selling stockholders.

Percentage ownership is based on 29,398,024 shares of our common stock outstanding as of March 27, 2012 together with the shares issuable to
the selling stockholder upon exercise of the warrants issued in the
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private placement and any other securities exercisable or convertible into shares of common stock within 60 days of the date hereof for the
selling stockholder.

(2) Sphera Global Healthcare Master Fund, or Sphera Master Fund, has informed us that it is a subsidiary of Sphera Global Healthcare Fund,
or Sphera Global Fund, and that Sphera Global Healthcare Management LP, or Sphera Global Management, acts as investment manager to
Sphera Master Fund and Sphera Global Fund and may have voting control and investment discretion over the shares held by Sphera
Master Fund. Sphera Master Fund has also informed us that: Sphera Global Healthcare GP Ltd. serves as the general partner of Sphera
Global Management, and is a joint venture between M. Arkin (1999) Ltd., or Arkin Ltd, and Sphera Funds Management Ltd., or Sphera
Funds Management; Mr. M. Arkin is, directly or indirectly, the holder of Arkin Ltd, and Messrs. Doron Breen, Ron Senator and Israel Mor
are the three largest shareholders of Sphera Funds Management; as a result, each of Sphera Global Healthcare GP Ltd., Arkin Ltd, Sphera
Funds Management, and Messrs. Arkin, Breen, Senator and Mor may be deemed to have beneficial ownership (as determined under
Section 13(d) of the Securities Exchange Act of 1934, or the Exchange Act), of the shares held by Sphera Master Fund; and each of Sphera
Global Healthcare GP Ltd., Arkin Ltd, Sphera Funds Management, and Messrs. Arkin, Breen, Senator and Mor disclaims beneficial
ownership over such shares.

(3) Sabby Healthcare Volatility Master Fund, Ltd., or Sabby Healthcare Fund, and Sabby Volatility Warrant Master Fund, Ltd., or Sabby
Warrant Fund, have indicated to us that Hal Mintz has voting and investment power over the shares held by each fund. Sabby Healthcare
Fund and Sabby Warrant Fund have also indicated to us that Sabby Management, LLC serves as the investment manager of Sabby
Healthcare Fund and Sabby Warrant Fund, that Hal Mintz is the manager of Sabby Management, LLC and that each of Sabby
Management, LLC and Hal Mintz disclaim beneficial ownership over these shares except to the extent of any pecuniary interest therein.

(4) In addition to the shares of common stock issued in the private placement and the shares of common stock underlying the warrants issued
in the private placement, the shares listed in the first column include 150,000 shares of common stock held individually by Mr. Frantz and
326,355 shares of common stock held by Frantz Medical Ventures Fund I, LP. As general partner of Frantz Medical Ventures Fund, LP,
Mr. Frantz has sole voting and sole dispositive power over the shares of common stock held by the fund.

(5) Cranshire Capital Advisors, LLC, or CCA, is the investment manager of a managed account for Freestone Advantage Partners II, LP, or
Freestone II, and has voting control and investment discretion over securities held by Freestone II in such managed account. Mitchell P.
Kopin, the president, the sole member and the sole member of the Board of Managers of CCA, has voting control over CCA. As a result,
each of Mr. Kopin and CCA may be deemed to have beneficial ownership (as determined under Section 13(d) of the Exchange Act) of the
securities held by Freestone II in such managed account.

CCA is also the investment manager of Cranshire Capital Master Fund, Ltd., or Cranshire Master Fund, Cranshire Capital, LP, or Cranshire
Capital, Freestone Advantage Partners, LP, or Freestone, and Pyramid Trading, LP, or Pyramid. Mr. Kopin, the president, the sole member and
the sole member of the Board of Managers of CCA, has voting control over CCA. As a result, each of Mr. Kopin and CCA may be deemed to
have beneficial ownership (as determined under Section 13(d) of the Exchange Act) of the securities held by Cranshire Master Fund, Freestone
and Pyramid that are described in footnote (7) below.

(6) CCA is the investment manager of a managed account for Pyramid and has voting control and investment discretion over securities held
by Pyramid in such managed account. Mr. Kopin, the president, the sole member and the sole member of the Board of Managers of CCA,
has voting control over CCA. As a result, each of Mr. Kopin and CCA may be deemed to have beneficial ownership (as determined under
Section 13(d) of the Exchange Act) of the securities held by Pyramid in such managed account.

CCA is also the investment manager of Cranshire Master Fund, Cranshire Capital, Freestone and Freestone II. Mr. Kopin, the president, the sole
member and the sole member of the Board of Managers of CCA, has voting control over CCA. As a result, each of Mr. Kopin and CCA may be
deemed to have beneficial
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ownership (as determined under Section 13(d) of the Exchange Act) of the securities held by Cranshire Master Fund, Freestone and Freestone II
that are described in footnote (7).

Pyramid is an affiliate of a broker-dealer. Pyramid acquired the shares being registered hereunder in the ordinary course of business, and at the
time of the acquisition of the shares and warrants described herein, Pyramid did not have any arrangements or understandings with any person to
distribute such securities.

(7) CCA is the investment manager of Cranshire Master Fund and has voting control and investment discretion over securities held by
Cranshire Master Fund. Mr. Kopin, the president, the sole member and the sole member of the Board of Managers of CCA, has voting
control over CCA. As a result, each of Mr. Kopin and CCA may be deemed to have beneficial ownership (as determined under
Section 13(d) of the Exchange Act) of the securities held by Cranshire Master Fund.

As investment manager (i) of Cranshire Capital and (ii) for managed accounts for Freestone, Freestone II and Pyramid, CCA has voting control
and investment discretion over securities held by Cranshire Capital and in the managed accounts for Freestone, Freestone II and Pyramid.
Mr. Kopin, the president, the sole member and the sole member of the Board of Managers of CCA, has voting control over CCA. As a result,
each of Mr. Kopin and CCA also may be deemed to have beneficial ownership (as determined under Section 13(d) of the Exchange Act) of an
additional 114,384 shares of common stock of the issuer, consisting of (i) 44,050 shares of common stock that are issuable upon exercise of
warrants held by Cranshire Capital, (ii) 2,700 shares of common stock of the issuer that are issuable upon exercise of warrants held by Freestone,
(iii) 6,992 shares of common stock of the issuer held by Freestone II, (iv) 6,992 shares of common stock of the issuer that are issuable upon
exercise of warrants held by Freestone II, (v) 24,155 shares of common stock of the issuer held by Pyramid and (iv) 24,155 shares of common
stock of the issuer that are issuable upon exercise of warrants held by Pyramid.

(8) In addition to shares of common stock issued in the private placement and issuable upon the exercise of the warrants issued in the private
placement, Seamark Fund, L.P., or Seamark, holds 283,250 shares of common stock and a warrant to purchase 60,000 shares of common
stock, which has an exercise price of $3.55 per share and expires on February 2, 2016. John D. Fraser and David T. Harrington are the
general partners of Seamark and share voting and investment power of the shares of common stock held by Seamark and shares of
common stock underlying warrants held by Seamark.

(9) Aspire Capital has direct beneficial ownership of 1,162,783 shares of common stock, in addition to the 966,184 shares of common stock
issued in the private placement. In addition, excluding the warrants issued in the private placement, Aspire Capital holds warrants to
purchase 99,900 shares of common stock; however, those warrants are exercisable only if the holder beneficially owns less than 4.99% of
the outstanding shares of common stock and, therefore, the shares underlying those warrants are not beneficially owned by Aspire Capital
as of the date of this prospectus. The warrants issued in the private placement are also subject to the 4.99% ownership restriction and,
therefore, are not beneficially owned by Aspire Capital as of the date of this prospectus; however, because the 966,184 shares underlying
these warrants are the subject of this prospectus and the registration statement of which this prospectus forms a part, the table assumes the
ownership and exercise of these warrants by Aspire Capital.

Aspire Partners, as the managing member of Aspire Capital, SGM, as the managing member of Aspire Partners, Steven G. Martin, the president
and sole shareholder of SGM and a principal of Aspire partners, Erik J. Brown, a principal of Aspire Partners, and Christos Komissopoulos, a
principal of Aspire Partners, may be deemed to have shared voting and investment power over shares owned by Aspire Capital. Each of Aspire
Partners, SGM, Mr. Martin, Mr. Brown and Mr. Komissopoulos disclaims beneficial ownership of the shares of common stock held by Aspire
Capital.

(10) The shares in the first column include 10,000 shares of common stock of which Mr. Goldberg was the beneficial owner prior to the private
placement.

(11) East Holdings, LLC has indicated to us that Harry Adler has voting and investment power over the shares.

32

Edgar Filing: W&T OFFSHORE INC - Form 4

Explanation of Responses: 23



(12) Iroquois Capital Management L.L.C., or Iroquois Capital, is the investment manager of Iroquois Master Fund, LTD, or IMF.
Consequently, Iroquois Capital has voting control and investment discretion over securities held by IMF. As managing members of
Iroquois Capital, Joshua Silverman and Richard Abbe make voting and investment decisions on behalf of Iroquois Capital in its capacity
as investment manager to IMF. As a result of the foregoing, Messrs. Silverman and Abbe may be deemed to have beneficial ownership (as
determined under Section 13(d) of the Exchange Act) of the securities held by IMF. Notwithstanding the foregoing, Messrs. Silverman and
Abbe disclaim such beneficial ownership.

(13) Empery Asset Management LP, which is the authorized agent of Empery Asset Master Ltd, or EAM, has discretionary authority to vote
and dispose of the shares held by EAM and may be deemed to be the beneficial owner of these shares. Martin Hoe and Ryan Lane, in their
capacity as investment managers of Empery Asset Management LP, may also be deemed to have investment discretion and voting power
over the shares held by EAM. Mr. Hoe and Mr. Lane disclaim any beneficial ownership of these shares.

(14) Empery Asset Management LP, which is the authorized agent of Hartz Capital Investments, LLC, or HCI, has discretionary authority to
vote and dispose of the shares held by HCI and may be deemed to be the beneficial owner of these shares. Martin Hoe and Ryan Lane, in
their capacity as investment managers of Empery Asset Management LP, may also be deemed to have investment discretion and voting
power over the shares held by HCI. Mr. Hoe and Mr. Lane disclaim any beneficial ownership of these shares.

(15) Kingsbrook Partners LP, or Kingsbrook Partners, is the investment manager of Kingsbrook Opportunities Master Fund LP, or Kingsbrook
Master Fund, and consequently has voting control and investment discretion over securities held by Kingsbrook Master Fund. Kingsbrook
Opportunities GP LLC, or Opportunities GP, is the general partner of Kingsbrook Master Fund and may be considered the beneficial
owner of any securities deemed to be beneficially owned by Kingsbrook Master Fund. KBGP LLC, or GP LLC, is the general partner of
Kingsbrook Partners and may be considered the beneficial owner of any securities deemed to be beneficially owned by Kingsbrook
Partners. Ari J. Storch, Adam J. Chill and Scott M. Wallace are the sole managing members of Opportunities GP and GP LLC and as a
result may be considered beneficial owners of any securities deemed beneficially owned by Opportunities GP and GP LLC. Each of the
Kingsbrook Partners, Opportunities GP, GP LLC and Messrs. Storch, Chill and Wallace disclaim beneficial ownership of these securities.

(16) In addition to the shares issued in the private placement and issuable upon the exercise of the warrants issued in the private placement,
O�Connor Global Multi-Strategy Alpha Master Limited, or O�Connor Global, holds a warrant to purchase 9,838 shares of common stock.
The warrant has an exercise price of $6.00 per share and expires on August 28, 2012. UBS O�Connor LLC is the investment manager of
O�Connor Global and consequently has voting control and investment discretion over securities held by O�Connor Global. Jeffrey Putman is
the portfolio manager of O�Connor Global. Mr. Putman disclaims beneficial ownership of the shares held by UBS O�Connor LLC FBO:
O�Connor Global. UBS O�Connor Global is a wholly-owned subsidiary of UBS AG, a company whose securities are listed on the New
York Stock Exchange.

(17) Robin R. Shah is a Partner of Tenor Capital Management Company, L.P, or Tenor Capital, which is the investment manager of Tenor
Opportunity Master Fund, LTD, or TMF, and Aria Opportunity Master Fund, LTD, or AMF. Robin R. Shah has voting and investment
power over the shares held by TMF and AMF.

(18) Deerfield Special Situations Fund, L.P., or Deerfield Fund, and Deerfield Special Situations Funds International, Limited, or Deerfield
International, have informed us that: (1) James E. Flynn is the sole member of J. E. Flynn Capital, LLC, which is the general partner of
Deerfield Capital, L.P., which is the general partner of Deerfield Fund; (2) Mr. Flynn is the sole member of Flynn Management LLC,
which is the general partner of Deerfield Management Company, L.P., which is the investment manager of Deerfield Fund and Deerfield
International; and (3) Mr. Flynn has voting and investment power over the shares held by Deerfield Fund and Deerfield International.
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DESCRIPTION OF COMMON STOCK

We are authorized to issue 100,000,000 shares of common stock, par value $0.001 per share, and 10,000,000 shares of preferred stock, par value
$0.001 per share.

Common Stock

This section describes the general terms and provisions of our common stock. For more detailed information, you should refer to our Certificate
of Incorporation and Bylaws, copies of which have been filed with the SEC. These documents are also incorporated by reference into the
registration statement of which this prospectus forms a part.

Holders of shares of common stock will be entitled to receive dividends if and when declared by the board of directors from funds legally
available therefor, and, upon liquidation, dissolution or winding-up of our company, will be entitled to share ratably in all assets remaining after
payment of liabilities. The holders of shares of common stock will not have any preemptive rights, but will be entitled to one vote for each share
of common stock held of record. Stockholders will not have the right to cumulate their votes for the election of directors. The shares of common
stock offered hereby, when issued, will be fully paid and nonassessable.

Preferred Stock

This section describes the general terms and provisions of our preferred stock. For more detailed information, you should refer to our Certificate
of Incorporation and Bylaws, copies of which have been filed with the SEC. These documents are also incorporated by reference into the
registration statement of which this prospectus forms a part.

Our board of directors is authorized, without action by our stockholders, to designate and issue up to 10,000,000 shares of preferred stock, par
value $0.001 per share, in one or more series. The board of directors can fix the rights, preferences and privileges of the shares of each series and
any of its qualifications, limitations or restrictions. Our board of directors may authorize the issuance of preferred stock with voting or
conversion rights that could adversely affect the voting power or other rights of the holders of common stock. The issuance of preferred stock,
while providing flexibility in connection with possible future financings, acquisitions and other corporate purposes could, under certain
circumstances, have the effect of delaying, deferring or preventing a change in control of us and could adversely affect the market price of our
common stock. We do not have any shares of preferred stock outstanding, and we have no current plans to issue any preferred stock.

Warrants

As of the closing of the private placement, we issued warrants to investors to acquire 4,347,827 shares of common stock. The warrants issued to
investors have a cash or cashless exercise price of $2.07 per share and a term of five years from the closing date of the private placement. The
shares of common stock issuable upon exercise of the warrants will be afforded the same registration rights as all other shares of common stock
sold in the private placement and are included in the shares of common stock offered by this prospectus.

Registration Rights

In connection with the private placement, we entered into the Registration Rights Agreement pursuant to which we agreed to file a registration
statement on or prior to the filing deadline to register the resale of the shares of common stock issued and sold in the private placement and
issuable upon exercise of the warrants. The registration statement of which this prospectus forms a part has been filed to satisfy this obligation.
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In addition, subject to certain limited exceptions, if the registration statement is not declared effective by the SEC within 120 days of the closing
of the private placement (or earlier in certain circumstances) or if we do not meet certain specified effectiveness time periods, we will be
required to pay liquidated damages in an amount equal to 1.0% of the aggregate amount invested by each selling stockholder upon the failure to
comply and for each 30-day period (or pro rata portion thereof) during which we are not in compliance with the terms of the Registration Rights
Agreement.

Lock-Up Arrangements

We have agreed with the selling stockholders that, until the earlier of the 180th day after the closing date and the 30th day after the registration
statement of which this prospectus forms a part is declared effective, we will not issue any shares of common stock or common stock
equivalents, except: in connection with acquisitions, mergers or other business combinations, joint ventures, collaborations or other strategic
relationships; or to certain investors under agreements that pre-date the private placement. Also excepted are issuances upon the exercise of the
warrants or any options or other convertible securities outstanding prior to the private placement and issuances to directors, officers or
employees pursuant to equity compensation plans approved by our board of directors, provided we meet certain conditions.

In addition, our directors and certain of our officers have agreed with the placement agent that, until the earlier of the 180th day after the closing
date and the 30th day after the registration statement of which this prospectus forms a part is declared effective, they will not offer, sell, assign,
transfer, pledge, contract to sell or otherwise dispose of or hedge any shares of our common stock or any securities convertible into or
exchangeable for shares of our common stock, subject to certain exceptions. The placement agent may, in its sole discretion, at any time, release
all or any portion of the shares from the restrictions in such agreements.

Transfer Agent and Registrar

We have appointed Computershare Investor Services as the transfer agent and registrar for our common stock.

Listing

Our common stock is listed on the NASDAQ Capital Market under the symbol �ATHX.�
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PLAN OF DISTRIBUTION

We are registering the shares of common stock previously issued to the selling stockholders and issuable upon exercise of the warrants
previously issued to the selling stockholders to permit the resale of these shares of common stock by the holders of the common stock and
warrants from time to time after the date of this prospectus. We will not receive any of the proceeds from the sale by the selling stockholders of
the shares of common stock. We will bear all fees and expenses incident to our obligation to register the shares of common stock.

The selling stockholders may sell all or a portion of the shares of common stock beneficially owned by them and offered hereby from time to
time directly or through one or more underwriters, broker-dealers or agents. If the shares of common stock are sold through underwriters or
broker-dealers, the selling stockholders will be responsible for underwriting discounts or commissions or agent�s commissions. The shares of
common stock may be sold in one or more transactions at fixed prices, at prevailing market prices at the time of the sale, at varying prices
determined at the time of sale, or at negotiated prices. The selling stockholders will act independently of us in making decisions with respect to
the timing, manner and size of each sale. These sales may be effected in transactions, which may involve crosses or block transactions,

� on any national securities exchange or quotation service on which the securities may be listed or quoted at the time of sale;

� in the over-the-counter market;

� in transactions otherwise than on these exchanges or systems or in the over-the-counter market;

� through the writing of options, whether such options are listed on an options exchange or otherwise;

� ordinary brokerage transactions and transactions in which the broker-dealer solicits purchasers;

� block trades in which the broker-dealer will attempt to sell the shares as agent but may position and resell a portion of the block as
principal to facilitate the transaction;

� purchases by a broker-dealer as principal and resale by the broker-dealer for its account;

� an exchange distribution in accordance with the rules of the applicable exchange;

� privately negotiated transactions;

� short sales;

� through the distribution of the common stock by any selling stockholders to its partners, members or stockholders;

� through one or more underwritten offerings on a firm commitment or best efforts basis;

� sales pursuant to Rule 144;
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� broker-dealers may agree with the selling stockholders to sell a specified number of such shares at a stipulated price per share;

� a combination of any such methods of sale; and

� any other method permitted pursuant to applicable law.
If the selling stockholders effect such transactions by selling shares of common stock to or through underwriters, broker-dealers or agents, such
underwriters, broker-dealers or agents may receive commissions in the form of discounts, concessions or commissions from the selling
stockholders or commissions from purchasers of the shares of common stock for whom they may act as agent or to whom they may sell as
principal (which discounts, concessions or commissions as to particular underwriters, broker-dealers or agents may be in
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excess of those customary in the types of transactions involved). In connection with sales of the shares of common stock or otherwise, the selling
stockholders may enter into hedging transactions with broker-dealers, which may in turn engage in short sales of the shares of common stock in
the course of hedging in positions they assume. The selling stockholders may also sell shares of common stock short and deliver shares of
common stock covered by this prospectus to close out short positions and to return borrowed shares in connection with such short sales. The
selling stockholders may also loan or pledge shares of common stock to broker-dealers that in turn may sell such shares.

The selling stockholders may pledge or grant a security interest in some or all of the shares of common stock or warrants owned by them and, if
they default in the performance of their secured obligations, the pledgees or secured parties may offer and sell the shares of common stock from
time to time pursuant to this prospectus or any amendment to this prospectus under Rule 424(b)(3) or other applicable provision of the Securities
Act amending, if necessary, the list of selling stockholders to include the pledgee, transferee or other successors in interest as selling
stockholders under this prospectus. The selling stockholders also may transfer and donate the shares of common stock in other circumstances in
which case the transferees, donees, pledgees or other successors in interest will be the selling beneficial owners for purposes of this prospectus.

The selling stockholders and any broker-dealer participating in the distribution of the shares of common stock may be deemed to be �underwriters�
within the meaning of the Securities Act, and any commission paid, or any discounts or concessions allowed to, any such broker-dealer may be
deemed to be underwriting commissions or discounts under the Securities Act. At the time a particular offering of the shares of common stock is
made, a prospectus supplement, if required, will be distributed which will set forth the aggregate amount of shares of common stock being
offered and the terms of the offering, including the name or names of any broker-dealers or agents, any discounts, commissions and other terms
constituting compensation from the selling stockholders and any discounts, commissions or concessions allowed or reallowed or paid to
broker-dealers. The selling stockholders may indemnify any broker-dealer that participates in transactions involving the sale of the shares of
common stock against certain liabilities, including liabilities arising under the Securities Act.

Under the securities laws of some states, the shares of common stock may be sold in such states only through registered or licensed brokers or
dealers. In addition, in some states the shares of common stock may not be sold unless such shares have been registered or qualified for sale in
such state or an exemption from registration or qualification is available and is complied with.

There can be no assurance that any selling stockholder will sell any or all of the shares of common stock registered pursuant to the registration
statement, of which this prospectus forms a part.

The selling stockholders and any other person participating in such distribution will be subject to applicable provisions of the Exchange Act and
the rules and regulations thereunder, including, without limitation, Regulation M of the Exchange Act, which may limit the timing of purchases
and sales of any of the shares of common stock by the selling stockholders and any other participating person. Regulation M may also restrict
the ability of any person engaged in the distribution of the shares of common stock to engage in market-making activities with respect to the
shares of common stock. All of the foregoing may affect the marketability of the shares of common stock and the ability of any person or entity
to engage in market-making activities with respect to the shares of common stock.

We will pay all expenses of the registration of the shares of common stock pursuant to the Registration Rights Agreement, estimated to be
$70,000 in total, including, without limitation, SEC filing fees and expenses of compliance with state securities or �Blue Sky� laws; provided,
however, that a selling stockholder will pay all underwriting discounts and selling commissions, if any. We will indemnify the selling
stockholders against liabilities, including some liabilities under the Securities Act, in accordance with the Registration Rights Agreement, or the
selling stockholders will be entitled to contribution. We may be indemnified by the selling stockholders against civil liabilities, including
liabilities under the Securities Act, that may arise from any written
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information furnished to us by the selling stockholder specifically for use in this prospectus, in accordance with the Registration Rights
Agreement, or we may be entitled to contribution.

Once sold under the registration statement, of which this prospectus forms a part, the shares of common stock will be freely tradable in the hands
of persons other than our affiliates.

LEGAL MATTERS

Jones Day will pass upon the validity of the securities being offered hereby.

EXPERTS

The consolidated financial statements of Athersys, Inc. appearing in Athersys, Inc.�s Annual Report (Form 10-K) for the year ended
December 31, 2011 have been audited by Ernst & Young LLP, independent registered public accounting firm, as set forth in their report thereon,
included therein, and incorporated herein by reference. Such consolidated financial statements are incorporated herein by reference in reliance
upon such report given on the authority of such firm as experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We are subject to the informational reporting requirements of the Securities Exchange Act of 1934. We file reports, proxy statements and other
information with the SEC. Our SEC filings are available over the Internet at the SEC�s website at http://www.sec.gov. You may read and copy
any reports, statements and other information filed by us at the SEC�s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549.
Please call 1-800-SEC-0330 for further information on the Public Reference Room.

We make available, free of charge, on our website at http://www.athersys.com, our annual reports on Form 10-K, quarterly reports on Form
10-Q, current reports on Form 8-K and amendments to those reports and statements as soon as reasonably practicable after they are filed with the
SEC. The contents of our website are not part of this prospectus, and the reference to our website does not constitute incorporation by reference
into this prospectus of the information contained at that site, other than documents we file with the SEC that are incorporated by reference into
this prospectus.

INFORMATION WE INCORPORATE BY REFERENCE

The SEC allows us to �incorporate by reference� into this prospectus the information in documents we file with it, which means that we can
disclose important information to you by referring you to those documents. The information incorporated by reference is considered to be a part
of this prospectus, and information that we file later with the SEC will automatically update and supersede this information. Any statement
contained in any document incorporated or deemed to be incorporated by reference herein shall be deemed to be modified or superseded for
purposes of this prospectus to the extent that a statement contained in or omitted from this prospectus or any accompanying prospectus
supplement, or in any other subsequently filed document which also is or is deemed to be incorporated by reference herein, modifies or
supersedes such statement. Any such statement so modified or superseded shall not be deemed, except as so modified or superseded, to
constitute a part of this prospectus.

We incorporate by reference the documents listed below and any future documents that we file with the SEC (excluding any portion of such
documents that are furnished and not filed with the SEC) under Sections 13(a),
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13(c), 14 or 15(d) of the Exchange Act (1) after the date of the initial filing of the registration statement of which this prospectus forms a part
prior to the effectiveness of the registration statement and (2) after the date of this prospectus until the offering of the securities is terminated:

� our annual report on Form 10-K for the year ended December 31, 2011;

� our current reports on Form 8-K filed on February 27, 2012 and March 15, 2012; and

� the description of our common stock set forth in the registration statement on Form 8-A filed on December 6, 2007, and all
amendments and reports filed for the purpose of updating that description.

We will not, however, incorporate by reference in this prospectus any documents or portions thereof that are not deemed �filed� with the SEC,
including any information furnished pursuant to Item 2.02 or Item 7.01 of our current reports on Form 8-K unless, and except to the extent,
specified in such current reports.

We will provide you with a copy of any of these filings (other than an exhibit to these filings, unless the exhibit is specifically incorporated by
reference into the filing requested) at no cost, if you submit a request to us by writing or telephoning us at the following address and telephone
number:

Athersys, Inc.

3201 Carnegie Avenue

Cleveland, Ohio 44115-2634

(216) 367-9495

Attn: Secretary
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