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Athersys, Inc.

3201 Carnegie Avenue

Cleveland, Ohio 44115-2634

To Our Stockholders:

You are invited to attend a Special Meeting of Stockholders, or Special Meeting, of Athersys, Inc. to be held at the offices of our corporate
counsel, Jones Day, 901 Lakeside Avenue, Cleveland, Ohio 44114, City View Room, on February 21, 2013 at 9:00 a.m. Eastern Standard Time.
We are pleased to enclose the notice of our Special Meeting, together with a proxy statement, a proxy and an envelope for returning the proxy.

You are asked to approve an adjustment of the exercise price of Athersys, Inc.�s March 2012 Warrants from $2.07 per share to $1.01 per share.
Your Board of Directors recommends that you vote �FOR� the warrant exercise price adjustment.

Please carefully review the proxy statement and then complete and sign your proxy and return it promptly. If you attend the Special Meeting and
decide to vote in person, you may withdraw your proxy at the meeting. You may also vote electronically at www.investorvote.com/ATHX or
telephonically at 1-800-652-VOTE (8683) within the Unites States and Canada.

Your time and attention to this letter and the accompanying proxy statement and proxy are appreciated.

Sincerely,

/s/ Gil Van Bokkelen
Gil Van Bokkelen
Chairman and Chief Executive Officer

January     , 2013
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Athersys, Inc.

3201 Carnegie Avenue

Cleveland, Ohio 44115-2634

NOTICE OF SPECIAL MEETING OF

STOCKHOLDERS

January     , 2013

A Special Meeting of Stockholders, or Special Meeting, of Athersys, Inc., a Delaware corporation, will be held on February 21, 2013, at 9:00
a.m. Eastern Standard Time, at the offices of our corporate counsel, Jones Day, 901 Lakeside Avenue, Cleveland, Ohio 44114, City View Room,
for the purpose of approving an adjustment of the exercise price of Athersys, Inc.�s March 2012 Warrants from $2.07 per share to $1.01 per
share. The March 2012 Warrants were issued on March 14, 2012 in a private placement.

Stockholders of record at the close of business on January 23, 2013 are entitled to vote at the Special Meeting; provided, however, that pursuant
to the rules and regulations of the NASDAQ Capital Market, the shares of common stock issued in the March 14, 2012 private placement may
not be voted, either in person or by proxy, on the proposal to adjust the exercise price of the March 2012 Warrants.

By Order of the Board of Directors

/s/ William Lehmann, Jr.
William Lehmann, Jr.

Secretary
January     , 2013

Even if you expect to attend the Special Meeting, please promptly complete, sign, date and mail the enclosed proxy card. A
self-addressed envelope is enclosed for your convenience. No postage is required if mailed in the United States. Stockholders who attend
the Special Meeting may revoke their proxies and vote in person if they so desire. You may also vote electronically at
www.investorvote.com/ATHX or telephonically at 1-800-652-VOTE (8683) within the Unites States and Canada.
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Athersys, Inc.

3201 Carnegie Avenue

Cleveland, Ohio 44115-2634

PROXY STATEMENT

SPECIAL MEETING OF STOCKHOLDERS TO BE HELD ON FEBRUARY 21, 2013

A Special Meeting of Stockholders, or Special Meeting, of Athersys, Inc., a Delaware corporation, which we refer to as Athersys, the Company
or we, will be held on February 21, 2013, at 9:00 a.m. Eastern Standard Time, at the offices of our corporate counsel, Jones Day, 901 Lakeside
Avenue, Cleveland, Ohio 44114, City View Room. This proxy statement is furnished in connection with the solicitation by the Board of
Directors, or the Board, of the Company, of proxies to be used at the Special Meeting. This proxy statement and the related proxy card are being
mailed to stockholders commencing on or about January     , 2013.

On March 14, 2012, we closed a private placement in which we issued 4,347,827 shares of our common stock, par value $0.001 per share, which
we refer to as Common Stock, and warrants to purchase up to 4,347,827 shares of Common Stock at an exercise price of $2.07 per share, which
we refer to as the March 2012 Warrants or simply the warrants. The warrants contain full-ratchet anti-dilution provisions that require a reduction
in the exercise price upon an issuance by us of shares of Common Stock or securities convertible into or exchangeable for shares of Common
Stock at a price per share below the then-current exercise price of the warrants, subject to certain exceptions. The anti-dilution provisions also
provide that if an exercise price adjustment would require us to obtain stockholder approval of the private placement pursuant to Nasdaq
Marketplace Rule 5635(d), we must call a special meeting of stockholders to vote on the exercise price adjustment. During the fourth quarter of
2012, we completed a public offering of an aggregate of 22,772,300 shares of Common Stock at a price to the public of $1.01 per share. As a
result, we are seeking stockholder approval in accordance with the terms of the warrants and Nasdaq Marketplace Rule 5635(d)(2) to reduce the
exercise price of the warrants to $1.01 per share, which we refer to as the Proposal. For additional information on the private placement, the
terms of the warrants and the Proposal, see �Proposal One � Warrant Exercise Price Adjustment� elsewhere in this proxy statement.

Stockholders of record of the Company at the close of business on January 23, 2013, or the Record Date, will be entitled to vote at the Special
Meeting; provided, however, that pursuant to the rules and regulations of the NASDAQ Capital Market, the 4,347,827 shares of Common Stock
issued in the March 14, 2012 private placement may not be voted, either in person or by proxy, on the Proposal. On January 23, 2012,
            shares of Common Stock were outstanding, and excluding the 4,347,827 shares issued in the private placement,             shares were
entitled to vote. At the Special Meeting, inspectors of election shall determine the presence of a quorum and shall tabulate the results of the vote
of the stockholders. The holders of a majority of the total number of outstanding shares of Common Stock entitled to vote must be present in
person or by proxy to constitute the necessary quorum for any business to be transacted at the Special Meeting. Properly executed proxies
marked �abstain,� as well as �broker non-votes,� as described below, will be considered �present� for purposes of determining whether a quorum has
been achieved at the Special Meeting. Other than as described above, each share of Common Stock is entitled to one vote.

Brokers or other nominees who hold shares of Common Stock in �street name� for a beneficial owner of those shares typically have the authority
to vote in their discretion on �routine� proposals when they have not received instructions from beneficial owners. However, brokers are not
allowed to exercise their voting discretion with respect to the approval of other matters which are �non-routine,� without specific instructions from
the beneficial owner. The Proposal is considered a non-routine matter. Accordingly, without your instruction, your broker cannot vote your
shares with respect to the Proposal and your shares would be considered �broker non-votes.�

Under Nasdaq Marketplace Rule 5635(e), the affirmative vote of a majority of the votes cast on the Proposal is required for approval of the
Proposal. Abstentions and broker non-votes will have no effect on the Proposal as abstentions and broker non-votes will not be counted in
determining the number of votes cast.

The shares of Common Stock represented by all valid proxies received will be voted in the manner specified on the proxies. Where specific
choices are not indicated on a valid proxy, the shares of Common Stock represented by such proxies received will be voted: (i) for the
adjustment of the exercise price of the warrants from $2.07 per share to $1.01 per share; and (ii) in accordance with the best judgment of the
persons named in the enclosed proxy, or their substitutes, for any other matters that properly come before the Special Meeting.

1

Edgar Filing: ATHERSYS, INC / NEW - Form PRE 14A

6



Returning your completed proxy will not prevent you from voting in person at the Special Meeting should you be present and desire to do so. In
addition, you may revoke the proxy at any time prior to its exercise either by giving written notice to the Company or by submission of a
later-dated proxy.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This proxy statement contains forward-looking statements that involve risks and uncertainties. These forward-looking statements relate to,
among other things, the expected timetable for development of our product candidates, our growth strategy, and our future financial
performance, including our operations, economic performance, financial condition, prospects, and other future events. We have attempted to
identify forward-looking statements by using such words as �anticipates,� �believes,� �can,� �continue,� �could,� �estimates,� �expects,� �intends,� �may,� �plans,�
�potential,� �should,� �will,� or other similar expressions. These forward-looking statements are only predictions and are largely based on our current
expectations. These forward-looking statements may appear in a number of places in this proxy statement.

In addition, a number of known and unknown risks, uncertainties, and other factors could affect the accuracy of these statements. Some of the
more significant known risks that we face are the risks and uncertainties inherent in the process of discovering, developing, and commercializing
products that are safe and effective for use as human therapeutics, including the uncertainty regarding market acceptance of our product
candidates and our ability to generate revenues. These risks may cause our actual results, levels of activity, performance, or achievements to
differ materially from any future results, levels of activity, performance, or achievements expressed or implied by these forward-looking
statements.

Other important factors to consider in evaluating our forward-looking statements include:

� uncertainty regarding market acceptance of our product candidates and our ability to generate revenues, including MultiStem®

for the treatment of inflammatory bowel disease, acute myocardial infarction, stroke and other disease indications, and the
prevention of graft-versus-host disease;

� our ability to raise capital to fund our operations;

� final results from our MultiStem clinical trials;

� the possibility of delays in, adverse results of, and excessive costs of the development process;

� our ability to successfully initiate and complete clinical trials and obtain all necessary regulatory approvals to commercialize
our product candidates;

� changes in external market factors;

� changes in our industry�s overall performance;

� changes in our business strategy;

� our ability to protect our intellectual property portfolio;

� our possible inability to realize commercially valuable discoveries in our collaborations with pharmaceutical and other
biotechnology companies;

� our ability to meet milestones under our collaboration agreements;
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� our collaborators� ability to continue to fulfill their obligations under the terms of our collaboration agreement;

� our possible inability to execute our strategy due to changes in our industry or the economy generally;

� changes in productivity and reliability of suppliers; and

� the success of our competitors and the emergence of new competitors.
Although we currently believe that the expectations reflected in the forward-looking statements are reasonable, we cannot guarantee our future
results, levels of activity or performance. We undertake no obligation to publicly update forward-looking statements, whether as a result of new
information, future events or otherwise, except as required by law. You are advised, however, to consult any further disclosures we make on
related subjects in our reports on Forms 10-Q, 8-K and 10-K furnished to the SEC. You should understand that it is not possible to predict or
identify all risk factors. Consequently, you should not consider any such list to be a complete set of all potential risks or uncertainties.
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PROPOSAL ONE

WARRANT EXERCISE PRICE ADJUSTMENT

The March 2012 Private Placement

On March 9, 2012, we entered into a Securities Purchase Agreement with certain investors pursuant to which we completed a private placement
of 4,347,827 shares of our Common Stock. Investors in the private placement also received five-year warrants to purchase an aggregate of
4,347,827 shares of our Common Stock with an exercise price of $2.07 per share. The shares and the warrants 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. The private placement closed on March 14, 2012 and generated net proceeds of approximately $8.1 million.

Nasdaq Marketplace Rule 5635(d)(2)

Our Common Stock is currently listed on The NASDAQ Capital Market, or Nasdaq. Nasdaq rules governing issuers with shares listed on
Nasdaq require stockholder approval prior to certain issuances of securities. Nasdaq�s Marketplace Rule 5635(d)(2), or Rule 5635(d)(2), requires
stockholder approval prior to the issuance of Common Stock equal to 20% or more of the Common Stock (or 20% or more of the voting power)
outstanding before the issuance for less than the greater of book or market value of the issuer�s Common Stock. Additionally, Nasdaq attributes a
value of $0.125 per share to securities convertible into shares of Common Stock for purposes of the market value restriction of Rule 5635(d).
Therefore, when securities are sold in fixed combinations of one share of Common Stock together with a security convertible into one share of
Common Stock, the purchase price per fixed combination must exceed the market value of one share of the issuer�s Common Stock by at least
$0.125.

Prior to closing the private placement, we had 24,702,260 shares of Common Stock outstanding. Therefore, the issuance of 4,347,827 shares of
Common Stock and potential issuance of an additional 4,347,827 shares of Common Stock upon exercise of the warrants would have constituted
approximately 35% of the shares of Common Stock outstanding prior to giving effect to the private placement. The market value of our
Common Stock at closing was $1.94 per share, which exceeded its book value. Accordingly, in order to close the private placement without
being required to obtain stockholder approval pursuant to Rule 5635(d)(2), the offering price per fixed combination of one share of Common
Stock and a warrant to purchase one share of Common Stock was set at $2.07. The exercise price of the warrants was also set at $2.07 per share.

The Anti-Dilution Provisions of the Warrants

In addition to customary anti-dilution provisions relating to stock splits and similar events, the warrants contain full-ratchet anti-dilution
provisions that require a reduction in the exercise price upon an issuance by us of shares of Common Stock or securities convertible into or
exchangeable for shares of Common Stock at a price per share below the then-current exercise price of the warrants, subject to certain
exceptions. Because a reduction in the exercise price could trigger the market value restriction of Rule 5635(d)(2), the warrants also provide that
if a reduction in the exercise price would require us to obtain stockholder approval of the private placement pursuant to Rule 5635(d)(2) and
such stockholder approval has not been obtained, we shall use commercially reasonable efforts to obtain such stockholder approval as soon as
reasonably practicable, including by calling a special meeting of stockholders to vote on the exercise price adjustment.

For additional information on the terms of the warrants, see �Description of Securities�Warrants� below and the Form of Warrant attached hereto as
Annex A.

Why We Are Seeking Stockholder Approval

During the fourth quarter of 2012, we completed a public offering of 19,802,000 shares of Common Stock and issued another 2,970,300 shares
pursuant to an over-allotment option granted to the underwriters. The shares were offered at a price to the public of $1.01 per share, which is
below the initial and current exercise price of the warrants of $2.07 per share. If the $2.07 per share exercise price were adjusted to $1.01 per
share pursuant to the full-ratchet anti-dilution provisions of the warrants, the private placement would be deemed to violate Rule 5635(d)(2)
because $1.01 per share is less than the per share market value of our Common Stock as of the closing date of the private placement.
Accordingly, we are seeking stockholder approval under Rule 5635(d)(2) and in accordance with the terms of the warrants to adjust the $2.07
per share exercise price of the warrants to $1.01 per share.

4
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Reasons for the Private Placement and the Terms of the Warrants

As disclosed in our Form 10-K for the year ended December 31, 2011, we had available cash and cash equivalents of approximately $8.8
million, available-for-sale securities of approximately $4.0 million and working capital of approximately $7.0 million at December 31, 2011. We
required substantial additional funding in order to continue our research and product development programs, including preclinical evaluation and
clinical trials of our product candidates such as MultiStem.

Management sought, reviewed and evaluated several financing options prior to the private placement. Among other factors, they considered the
benefits of additional liquidity, the certainty of obtaining this liquidity in the context of the instability and uncertainty of the financing markets
and the importance of additional capital and liquidity for the Company�s operations. As part of this evaluation process, management held
discussions with financial advisors and various investors, as well as internal discussions.

The Board and management determined that an offering of shares of Common Stock, together with warrant coverage, was in the best interests of
the Company and its stockholders. However, the Board and management believed that an extended period of time required to obtain stockholder
approval of any financing activities could have been detrimental to the Company�s liquidity and financial position, could serve as a distraction to
employees and management and ultimately could hinder ongoing research and product development programs. Accordingly, the Board and
management determined that it would be more beneficial to structure the transaction so that closing would precede any necessary stockholder
approvals. Therefore, the private placement was structured so that the Company could issue a combination of Common Stock and warrants
without stockholder approval and seek such approval if and when it became necessary under Rule 5635(d)(2).

We believe that the private placement, which yielded net proceeds of approximately $8.1 million, provided needed capital to support our
continuing operations, including the continued research and development of MultiStem. We also believe that the anti-dilution protections
afforded the warrants were reasonable in light of market conditions and the size and type of the offering, and that we would not have been able
to close the private placement unless such anti-dilution protections were offered. We are using, and currently intend to continue to use, the net
proceeds from the private placement and the proceeds from the exercise of warrants (if any) for working capital and general corporate purposes.

Potential Effects of Approval or Non-Approval of this Proposal

Although the Board has approved the adjustment of the exercise price of the warrants in accordance with the March 2012 Private Placement, the
terms and completion of which were determined by the Board to be in the best interest of our stockholders, our stockholders should consider the
information contained in this proxy statement in evaluating the Proposal.

Potential Dilution and Market Consequences of Approval

If the Proposal is approved, the exercise price of the warrants will immediately be reduced on a full-ratchet basis as a result of the public offering
from $2.07 per share to $1.01 per share, which would increase the likelihood that the warrants will be exercised and dilute the interests of our
other stockholders. If all of the warrants were exercised in full, the number of shares outstanding as a result of the private placement, as of the
date of the private placement, would have been 33,397,914, an increase of approximately 15%. Similarly, the issuance of shares underlying the
warrants would increase the number of shares outstanding as of the record date to , an increase of approximately             %. Further, shares of
Common Stock issued in the private placement and issuable upon exercise of the warrants were registered with the SEC for resale by the private
placement investors, and, therefore, are freely tradeable. (For additional information on the registration of the shares, see �Description of
Securities�Registration Rights Agreement� below.) To the extent the warrants are exercised and the shares received upon exercise are sold, our
stock price could decrease due to the additional number of shares available in the market, and subsequent sales of those shares could encourage
short sales by our stockholders and others, which could place further downward pressure on our stock price.

Potential Effects of Non-Approval

The private placement closed on March 14, 2012 and will not be affected if stockholders do not approve the Proposal. However, in compliance
with Rule 5635(d)(2) and the terms of the warrants, the exercise price of the warrants may not be reduced to $1.01 per share without stockholder
approval. If our stockholders do not approve the Proposal, we will not reduce the exercise price of the warrants to $1.01 per share, which would
delay and could inhibit the holders of the warrants from exercising them, and in turn, delay or prevent us from receiving the additional proceeds
from the exercise of the warrants.

5
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Quorum and Voting Requirements

The presence, in person or by proxy, of the holders of a majority of the outstanding shares of our Common Stock entitled to vote at the Special
Meeting is necessary to constitute a quorum for the transaction of business at the Special Meeting. On the Record Date, we had
                    shares of Common Stock issued and outstanding, and, excluding the 4,347,827 shares issued in the private placement,
                    shares were entitled to vote. Accordingly, a total of at least                     shares of our Common Stock must be present at the Special
Meeting in person or by proxy to constitute a quorum.

Under Nasdaq Marketplace Rule 5635(e), at the Special Meeting, the affirmative vote of a majority of the votes cast on the Proposal is required
for approval of the Proposal. Pursuant to the rules and regulations of the NASDAQ Capital Market, the holders of the 4,347,827 shares of
Common Stock issued in the private placement are not entitled to vote those shares, either in person or by proxy, on the Proposal.

If you are the beneficial owner of your shares of Common Stock, your broker, bank or nominee is prohibited to vote your shares of Common
Stock without instructions from you on matters that are considered significant. The Proposal is considered significant. Therefore, if you do not
vote by proxy, your broker, bank or other nominee cannot vote your shares of Common Stock on the Proposal and your shares will be
considered broker �non-votes.� Abstentions and broker �non-votes� will be counted for purposes of calculating whether a quorum is present at the
Special Meeting, but will have no effect on the Proposal as abstentions and broker non-votes will not be counted in determining the number of
votes cast.

Recommendation of the Board of Directors

The Board unanimously recommends that stockholders vote FOR the adjustment of the exercise price of the warrants from $2.07 per
share to $1.01 per share.

6
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DESCRIPTION OF SECURITIES

The Company is authorized to issue 100,000,000 shares of Common Stock 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.

Holders of shares of Common Stock will be entitled to receive dividends if and when declared by the Board 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 8,695,654 shares of Common Stock issued in the private placement and issuable upon exercise of the March 2012 Warrants were registered
with the SEC for resale under the Securities Act of 1933, or the Securities Act, by the investors in the private placement. For additional
information, see ��Registration Rights Agreement� below.

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.

The Board 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 can fix the rights, preferences and privileges of the shares of each series and any of its qualifications,
limitations or restrictions. The Board 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

In the private placement, we issued warrants to investors to 4,347,827 shares of our Common Stock, which we refer to as the March 2012
Warrants or simply the warrants. The warrants 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 exercise price and the number of shares issuable upon exercise of the warrants are subject to adjustment for
stock splits, stock dividends, recapitalization or otherwise of the Common Stock.

The warrants also contain full-ratchet anti-dilution provisions that require a reduction in the exercise price upon an issuance by us of shares of
Common Stock or securities convertible into or exchangeable for shares of Common Stock at a price per share below the then-current exercise
price of the warrants, subject to certain exceptions. Because a reduction in the exercise price could trigger the market value restriction of Rule
5635(d)(2), the warrants also provide that if a reduction in the exercise price would require us to obtain stockholder approval of the private
placement pursuant to Rule 5635(d)(2) and such stockholder approval has not been obtained, we shall use commercially reasonable efforts to
obtain such stockholder approval as soon as reasonably practicable, including by calling a special meeting of stockholders to vote on the exercise
price adjustment.

In addition, upon the occurrence of certain �fundamental transactions,� such as a merger or consolidation of the Company into another entity or a
sale of all or substantially all of the Company�s assets in a single transaction or a series of transactions, the holders of the warrants, at their
option, will be entitled to receive in cash an amount equal to the �Black Scholes value� of the warrants as of the date of such �fundamental
transaction� as determined in accordance with the terms of the warrants. Furthermore, the warrants contain a blocker provision that prevents a
holder from exercising the warrants to the extent that such exercise would result in the holder beneficially owning greater than 4.999% of the
Company�s outstanding Common Stock immediately after giving effect to the exercise. The 4.999% blocker provision may be waived by a holder
by providing the Company with 61 days� prior notice of its election, in which case the blocker provision will increase to a percentage not in
excess of 9.999% and will be applicable to that holder only.
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The 4,347,827 shares of Common Stock issuable upon exercise of the warrants were afforded the same registration rights as the 4,347,827
shares of Common Stock issued in the private placement and are therefore included in the registration statement on Form S-3 that was filed with
the SEC pursuant to the Registration Rights Agreement described below.

The foregoing description of the warrants is qualified in its entirety by reference to the Form of Warrant attached hereto as Annex A.

Registration Rights Agreement

In connection with the private placement, we entered into a Registration Rights Agreement dated March 9, 2012 pursuant to which we agreed to
register both the shares issued in the private placement and the shares issuable upon exercise of the warrants for resale under the Securities Act
by the investors. Pursuant to the Registration Rights Agreement, we also agreed to use commercially reasonable efforts to keep the registration
statement continuously effective under the Securities Act until the earlier of (1) the date on which all of the shares issued in the private
placement and upon exercise of the warrants have been publicly sold by the investors in the private placement and (2) March 14, 2013. We also
agreed to other customary obligations regarding registration, including matters relating to indemnification and payment of expenses. On
March 28, 2012, we filed a registration statement on Form S-3 to fulfill our obligations under the Registration Rights Agreement, and the
registration statement was declared effective by the SEC on April 9, 2012. Subject to certain exceptions, the Registration Rights Agreement
requires that we pay customary liquidated damages if we fail to maintain the effectiveness of the registration statement until March 14, 2013 or
until all securities registered thereunder are sold by the investors, whichever is earlier.

The foregoing description of the Registration Rights Agreement is qualified in its entirety by the terms of the Registration Rights Agreement, a
copy of which has been filed with the SEC.

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.�

8
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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 December 31,
2012 by:

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

� each of our directors;

� each of the executive officers named in the Summary Compensation Table in our proxy statement for our 2012 annual
meeting of stockholders; 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 December 31, 2012 are considered outstanding. These shares, however, are
not considered outstanding when computing the percentage ownership of each other person.

Percentage ownership calculations for beneficial ownership for each person or entity are based on 53,058,632 shares of Common Stock
outstanding as of December 31, 2012.

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
AMP&A Management III, LLC and affiliates(1) 2,767,900 5.2%
Directors, Director Nominees and Executive Officers
Gil Van Bokkelen(2) 976,986 1.8%
Lee Babiss(3) 88,125 *
John Harrington(4) 819,144 1.5%
Ismail Kola(5) 83,438 *
Lorin Randall(6) 65,625 *
Kenneth Traub(7) 7,500 *
Jack Wyszomierski(8) 88,125 *
Laura Campbell(9) 250,563 *
Robert Deans(10) 267,500 *
William (BJ) Lehmann, Jr.(11) 429,400 *
All directors and executive officers as a group (10 persons) 3,076,406 3.3%

* Less than 1%.
(1) A Schedule 13G filed with the SEC on November 5, 2012 reported that AMP&A Management III, LLC, a Delaware limited liability

company, or AMP&A Management, and A.M. Pappas & Associates, LLC, a North Carolina limited liability company, or Pappas, have
shared voting and dispositive power over 2,767,900 shares of Common Stock. AMP&A Management is the general partner of each of two
funds: A.M. Pappas Life Science Ventures III, LP, a Delaware limited partnership that directly owns 2,605,889 shares, and PV III CEO
Fund, LP, a Delaware limited partnership that directly owns 162,011 shares. AMP&A Management has a management agreement with
Pappas whereby Pappas provides management services for the funds. Due to its arrangements with the funds, Pappas�s investment
committee has sole power to vote or to direct the vote of, and sole power to dispose or to direct the disposition of, all shares owned by the
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funds. By virtue of these relationships, each of AMP&A Management and Pappas may be deemed to beneficially own the 2,767,900 shares
owned by the funds.

(2) Includes vested options for 737,500 shares of Common Stock at a weighted average exercise price of $5.01 per share.

9
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(3) Includes vested options for 88,125 shares of Common Stock at a weighted average exercise price of $2.96 per share.
(4) Includes vested options for 722,500 shares of Common Stock at a weighted average exercise price of $5.01 per share.
(5) Includes vested options for 83,438 shares of Common Stock at a weighted average exercise price of $2.67 per share.
(6) Includes vested options for 65,625 shares of Common Stock at a weighted average exercise price of $2.16 per share.
(7) Includes vested options for 7,500 shares of Common Stock at a weighted average exercise price of $1.43 per share.
(8) Includes vested options for 88,125 shares of Common Stock at a weighted average exercise price of $2.89 per share.
(9) Includes vested options for 217,500 shares of Common Stock at a weighted average exercise price of $5.02 per share.
(10) Includes vested options for 260,000 shares of Common Stock at a weighted average exercise price of $5.02 per share.
(11) Includes vested options for 422,500 shares of Common Stock at a weighted average exercise price of $5.01 per share.

10
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SUBMISSION OF STOCKHOLDERS� PROPOSALS FOR 2013 ANNUAL MEETING

AND ADDITIONAL INFORMATION

The deadline for submission of any proposal of a stockholder intended to be presented at the 2013 annual meeting of stockholders of the
Company, or the 2013 Annual Meeting, and to be included in the Company�s proxy, notice of meeting and proxy statement related to the 2013
Annual Meeting pursuant to Rule 14a-8 under the Exchange Act was January 2, 2013 and has passed. Proposals of stockholders submitted
outside the processes of Rule 14a-8 under the Exchange Act in connection with the 2013 Annual Meeting, or Non-Rule 14a-8 proposals, must be
received by the Company no later than March 18, 2013 or such proposals will be considered untimely under Rule 14a-4(c) of the Exchange Act.
Such proposals must be addressed to Athersys, Inc., 3201 Carnegie Avenue, Cleveland, Ohio 44115 and should be submitted to the attention of
the Secretary by certified mail, return receipt requested. The Company�s proxy related to the 2013 Annual Meeting may give discretionary
authority to the proxy holders to vote with respect to all Non-Rule 14a-8 proposals received by us.

We will furnish without charge to each person from whom a proxy is being solicited, upon written request of any such person, a copy of the
Annual Report on Form 10-K of the Company for the fiscal year ended December 31, 2011, as filed with the SEC, including the financial
statements and schedules thereto. Requests for copies of such Annual Report on Form 10-K should be directed to: Athersys, Inc., 3201 Carnegie
Avenue, Cleveland, Ohio 44115-2634, Attention: Corporate Secretary.

SOLICITATION OF PROXIES

The Company will bear the costs of soliciting proxies from its stockholders. In addition to the use of the mails, proxies may be solicited by the
Directors, officers and employees of the Company by personal interview or telephone. Such Directors, officers and employees will not be
additionally compensated for such solicitation but may be reimbursed for out-of-pocket expenses incurred in connection with such solicitation.
Arrangements will also be made with brokerage houses and other custodians, nominees and fiduciaries for the forwarding of solicitation
materials to the beneficial owners of Common Stock held of record by such persons, and we will reimburse such brokerage houses, custodians,
nominees and fiduciaries for reasonable out-of-pocket expenses incurred in connection with such solicitation.

OTHER MATTERS TO COME BEFORE SPECIAL MEETING

Pursuant to our Bylaws, business transacted at the Special Meeting will be confined to the purposes stated in the notice that accompanies this
proxy statement, unless all stockholders entitled to vote are present at the Special Meeting and consent.

By Order of the Board of Directors

/s/ William Lehmann, Jr.
William Lehmann, Jr.
Secretary

January     , 2013

IT IS IMPORTANT THAT THE PROXIES BE RETURNED PROMPTLY. EVEN IF YOU

EXPECT TO ATTEND THE SPECIAL MEETING, PLEASE PROMPTLY COMPLETE, SIGN,

DATE AND MAIL THE ENCLOSED PROXY CARD IN THE ENCLOSED ENVELOPE, WHICH

REQUIRES NO POSTAGE IF MAILED IN THE UNITED STATES.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR

THE STOCKHOLDER MEETING TO BE HELD ON FEBRUARY 21, 2013

This proxy statement and our Annual Report for the fiscal year ended December 31, 2011 are available free of charge at
http://ir.athersys.com/annuals.cfm. We will furnish without charge to each person from whom a proxy is being solicited, upon written
request of any such person, a copy of the Annual Report on Form 10-K of the Company for the fiscal year ended December 31, 2011, as
filed with the SEC. Requests for such copies should be directed to: Athersys, Inc., 3201 Carnegie Avenue, Cleveland, Ohio 44115-2634,
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Attention: Corporate Secretary.
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For information on how to obtain directions to be able to attend the Special Meeting and vote in person, please contact the Company�s Vice
President of Finance at lcampbell@athersys.com. You may also vote electronically at www.investorvote.com/ATHX or telephonically at
1-800-652-VOTE (8683) within the Unites States and Canada.

12
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Using a black ink pen, mark your votes with an X as shown in this example. Please do not write outside the designated areas. Special Meeting Proxy Card ?
PLEASE FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. ? A Proposals � The
Board of Directors recommends a vote FOR Proposal 1. For Against Abstain 1. To adjust the exercise price of Athersys, Inc.�s March 2012 Warrants from $2.07
per share to $1.01 per share. ¨ ¨ ¨ B Non-Voting Items Change of Address � Please print your new address below Comments � Please print your comments
belowMeeting Attendance Please check this box if you plan to attend the Special Meeting of Stockholders. C Authorized Signatures � This Section must be
completed for your vote to be counted. � Date and Sign Below Please sign exactly as name(s) appear hereon. Joint owners should each sign. When signing as
attorney, executor, administrator, corporate officer, trustee, guardian, or custodian, please give full title. Date (mm/dd/yyyy) � Please print date below Signature 1 �
Please keep signature within the box Signature 2 � Please keep signature within the box
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YOUR VOTE IS IMPORTANT Regardless of whether you plan to attend the Special Meeting of Stockholders, you can be sure your shares are represented at the
meeting by promptly returning your proxy in the enclosed envelope. ? PLEASE FOLD ALONG THE PERFORATION, DETACH AND RETURN THE
BOTTOM PORTION IN THE ENCLOSED ENVELOPE. ? Proxy � Athersys, Inc. PROXY SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS OF
THE COMPANY FOR THE SPECIAL MEETING OF STOCKHOLDERS ON FEBRUARY 21, 2013. The undersigned hereby constitutes and appoints Dr. Gil
Van Bokkelen, Mr. William Lehmann and Ms. Laura Campbell, and each of them, his or her true and lawful agents and proxies with full power of substitution in
each, to represent the undersigned at the annual meeting of stockholders of Athersys, Inc. to be held at the offices of our corporate counsel, Jones Day, 901
Lakeside Avenue, Cleveland, Ohio 44114, City View Room, on February 21, 2013, at 9:00 a.m. EST and at any adjournments or postponements thereof, as
follows and in accordance with their judgment upon any other matters coming before said meeting. SHARES REPRESENTED BY THIS PROXY, WHEN
PROPERLY EXECUTED, WILL BE VOTED AS DIRECTED OR, IF DIRECTIONS ARE NOT INDICATED, WILL BE VOTED IN ACCORDANCE WITH
THE BOARD OF DIRECTORS� RECOMMENDATIONS. THE PROXIES CANNOT VOTE YOUR SHARES UNLESS YOU SIGN AND RETURN THIS
CARD. PLEASE MARK, DATE AND SIGN THIS PROXY AND RETURN IT IN THE ENCLOSED ENVELOPE
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ANNEX A

FORM OF WARRANT
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NEITHER THESE SECURITIES NOR THE SECURITIES ISSUABLE UPON EXERCISE OF THESE SECURITIES HAVE BEEN
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE �SECURITIES ACT�), OR APPLICABLE STATE
SECURITIES LAWS. THE SECURITIES MAY NOT BE OFFERED FOR SALE, SOLD, TRANSFERRED OR ASSIGNED (I) IN
THE ABSENCE OF (A) AN EFFECTIVE REGISTRATION STATEMENT FOR THE SECURITIES UNDER THE SECURITIES
ACT OR (B) AN AVAILABLE EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE REGISTRATION
REQUIREMENTS OF THE SECURITIES ACT AND IN ACCORDANCE WITH APPLICABLE STATE SECURITIES LAWS OR
BLUE SKY LAWS AS EVIDENCED BY A LEGAL OPINION OF COUNSEL REASONABLY SATISFACTORY TO THE
COMPANY AND ITS TRANSFER AGENT.

ATHERSYS, INC.

FORM OF WARRANT TO PURCHASE COMMON STOCK

Warrant No.:            

Number of Shares of Common Stock:            

Date of Issuance: March 14, 2012 (�Issuance Date�)

Athersys, Inc., a Delaware corporation (the �Company�), hereby certifies that, for good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, [INVESTOR NAME], the registered holder hereof or its permitted assigns (the �Holder�), is entitled, subject to
the terms set forth below, to purchase from the Company, at the Exercise Price (as defined below) then in effect, upon surrender of this Warrant
to Purchase Common Stock (including any Warrants to Purchase Common Stock issued in exchange, transfer or replacement hereof, the
�Warrant�), at any time or times on or after the Issuance Date, but not after 5:30 p.m., New York time, on the Expiration Date (as defined below),
March 14, 2017 (subject to adjustment as provided herein) fully paid nonassessable shares of Common Stock (the �Warrant Shares�). Except as
otherwise defined herein, capitalized terms in this Warrant shall have the meanings set forth in Section 16. This Warrant is the Warrant issued
pursuant to that certain Securities Purchase Agreement dated as of March 9, 2012 (the �Purchase Date�), by and between the Company and the
Holder (the �Purchase Agreement� and together with the other Purchase Agreements entered into by the Company on the Purchase Date, the
�Purchase Agreements�).

1. EXERCISE OF WARRANT.

(a) Mechanics of Exercise. Subject to the terms and conditions hereof, this Warrant may be exercised by the Holder on any day on or after the
Issuance Date, in whole or in part, by delivery of a written notice (via overnight courier, facsimile or e-mail), in the form attached hereto as
Exhibit A (the �Exercise Notice�), of the Holder�s election to exercise this Warrant. Within two (2) days following the Exercise Notice, the Holder
shall make payment to the Company of an amount equal to the applicable Exercise Price multiplied by the number of Warrant Shares as to
which this Warrant is being exercised (the �Aggregate Exercise Price�) in cash or by wire transfer of immediately available funds, or provided
the conditions for cashless exercise set forth in Section 1(e) are satisfied, by notifying the Company that this Warrant is being exercised pursuant
to a Cashless Exercise (as defined in Section 1(e)). Execution and delivery of the Exercise Notice with respect to less than all of the Warrant
Shares shall have the same effect as cancellation of the original Warrant and issuance of a new Warrant evidencing the right to purchase the
remaining number of Warrant Shares. On or before the first (1st) Business Day following the date on which the Company has received the
Exercise Notice, the Company shall transmit by facsimile an acknowledgment of confirmation of receipt of the Exercise Notice to the Holder
and the Company�s transfer agent (the �Transfer Agent�). On or before the third (3rd) Business Day following the date on which the Company has
received the Exercise Notice (the �Share Delivery Date�), the Company shall, (X) upon the request of the Holder, credit such aggregate number
of shares of Common Stock to which the Holder is entitled pursuant to such exercise to the Holder�s or its designee�s balance
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account withThe Depository Trust Company (�DTC�) through its Deposit Withdrawal Agent Commission system (�DWAC�), or (Y) if the Transfer
Agent does not have the ability to settle via DWAC, issue and dispatch by overnight courier to the address as specified in the Exercise Notice, a
certificate, registered in the Company�s share register in the name of the Holder or its designee, for the number of shares of Common Stock to
which the Holder is entitled pursuant to such exercise. The issuance of the Warrant Shares so purchased is not required to be registered under the
Securities Act. The Warrant Shares so purchased shall be deemed to be issued to the Holder or the Holder�s designee, as the record owner of such
Warrant Shares, as of the close of business on the date of delivery of the Exercise Notice. If this Warrant is submitted in connection with any
exercise pursuant to this Section 1(a) and the number of Warrant Shares represented by this Warrant submitted for exercise is greater than the
number of Warrant Shares being acquired upon an exercise, then the Company shall as soon as practicable and in no event later than three
(3) Business Days after any exercise and at its own expense, issue a new Warrant (in accordance with Section 7(d)) representing the right to
purchase the number of Warrant Shares purchasable immediately prior to such exercise under this Warrant, less the number of Warrant Shares
with respect to which this Warrant is exercised. No fractional Common Stock are to be issued upon the exercise of this Warrant, but rather the
number of shares of Common Stock to be issued shall be rounded up to the nearest whole number. Except as otherwise provided in Section 4(b),
in no event shall this warrant be settled for cash. The Company shall pay any and all transfer taxes and transfer agent fees which may be payable
with respect to the issuance and delivery of Warrant Shares to the Holder upon exercise of this Warrant. For purposes of clarification, unless
required pursuant to its industry standard stock transfer procedures, the Transfer Agent shall not require the Holder to obtain a medallion
guaranty, notary attestation or any similar deliverable in order to effectuate an exercise of all or a portion of this Warrant.

(b) Exercise Price. For purposes of this Warrant, �Exercise Price� means $2.07, subject to adjustment as provided herein.

(c) Disputes. In the case of a dispute as to the determination of the Exercise Price or the arithmetic calculation of the Warrant Shares, the
Company shall promptly issue to the Holder the number of Warrant Shares that are not disputed.

(d) Limitations On Exercise. The Company shall not effect the exercise of this Warrant, and the Holder shall not have the right to exercise this
Warrant, to the extent that after giving effect to such exercise, such Person (together with such Person�s affiliates) would beneficially own in
excess of 4.99% (the �Maximum Percentage�) of the Common Stock outstanding immediately after giving effect to such exercise. For purposes
of the foregoing sentence, the aggregate number of shares of Common Stock beneficially owned by such Person and its affiliates shall include
the number of shares of Common Stock issuable upon exercise of this Warrant with respect to which the determination of such sentence is being
made, but shall exclude shares of Common Stock which would be issuable upon (i) exercise of the remaining, unexercised portion of this
Warrant beneficially owned by such Person and its affiliates and (ii) exercise or conversion of the unexercised or unconverted portion of any
other securities of the Company beneficially owned by such Person and its affiliates (including, without limitation, any convertible notes or
convertible shares or warrants) subject to a limitation on conversion or exercise analogous to the limitation contained herein. Except as set forth
in the preceding sentence, for purposes of this paragraph, beneficial ownership shall be calculated in accordance with Section 13(d) of the
Securities Exchange Act of 1934, as amended (the �Exchange Act�). For purposes of this Warrant, in determining the number of outstanding
shares of Common Stock, the Holder may rely on the number of outstanding shares of Common Stock as reflected in the most recent of (1) the
Company�s most recent Form 10-K, Form 10-Q or other public filing with the Securities and Exchange Commission, as the case may be, (2) a
more recent public announcement by the Company or (3) any other notice by the Company or the Transfer Agent setting forth the number of
shares of Common Stock outstanding. For any reason at any time, upon the written or oral request of the Holder, the Company shall within two
(2) Business Days confirm to the Holder the number of shares of Common Stock then outstanding. In any case, the number of outstanding shares
of Common Stock shall be determined after giving effect to the conversion or exercise of securities of the Company, including this Warrant, by
the Holder and its affiliates since the date as of which such number of outstanding Common Stock was reported. By written notice to the
Company, the Holder may from time to time increase or decrease the Maximum Percentage to any other percentage not less than 4.99% and not
in excess of 9.99% specified in such notice; provided that (i) any such increase will not be effective until the sixty-first (61st) day after such
notice is delivered to the Company and (ii) any such increase or decrease will apply only to the Holder. The provisions of this paragraph shall be
construed, corrected and implemented in a manner so as to effectuate the intended beneficial ownership limitation herein contained. The
limitations contained in this paragraph shall apply to any successor Holder of this Warrant.

2
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(e) Limited Cashless Exercise. Notwithstanding anything contained herein to the contrary, if a registration statement covering the Warrant
Shares that are the subject of the Exercise Notice (the �Unavailable Warrant Shares�) is not effective or an exemption from registration is not
available for the resale of such Unavailable Warrant Shares, the Holder may, in its sole discretion, exercise this Warrant in whole or in part and,
in lieu of making the cash payment otherwise contemplated to be made to the Company upon such exercise in payment of the Aggregate
Exercise Price, elect instead to receive upon such exercise the �Net Number� of shares of Common Stock determined according to the following
formula (a �Cashless Exercise�):

Net Number = Y [(A-B)/A]

where:

Y = the number of Warrant Shares with respect to which this Warrant is being exercised.

A = the VWAP for the five (5) Trading Days immediately prior to (but not including) the date of delivery of the Exercise Notice.

B = the Exercise Price.

Upon receipt of an Exercise Notice to which this Section 1(e) is applicable, the Company shall notify the Holder within one (1) Trading Day of
such applicability and the calculation of the Net Number of shares of Common Stock issuable upon the noticed exercise of the Warrant utilizing
Cashless Exercise, and confirm the Holder�s desire to complete the exercise of the Warrant pursuant to this Section 1(e).

For purposes of Rule 144 promulgated under the Securities Act of 1933, as amended, it is intended, understood and acknowledged that the
Warrant Shares issued in a cashless exercise transaction shall be deemed to have been acquired by the Holder, and the holding period for the
Warrant Shares shall be deemed to have commenced, on the date this Warrant was originally issued.

(f) Company�s Failure to Timely Deliver Securities. If the Company shall fail for any reason or for no reason to issue to the Holder within the
later of (i) three (3) Trading Days after receipt of the applicable Exercise Notice and (ii) two (2) Trading Days after the Company�s receipt of the
Aggregate Exercise Price (or valid notice of a Cashless Exercise)(such later date, the �Share Delivery Deadline�), a certificate for the number of
Warrant Shares to which the Holder is entitled and register such shares of Common Stock on the Company�s share register or to credit the
Holder�s balance account with DTC for such number of shares of Common Stock to which the Holder is entitled upon the Holder�s exercise of
this Warrant, and if on or after such Share Delivery Deadline the Holder, or any third party on behalf of the Holder or for the Holder�s account,
purchases (in an open market transaction or otherwise) shares of Common Stock

3
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to deliver in satisfaction of a sale by the Holder of shares of Common Stock issuable upon such exercise that the Holder anticipated receiving
from the Company, then, so long as the Holder has paid the Aggregate Exercise Price, the Company shall, within three (3) Business Days after
the Holder�s request and in the Holder�s discretion, either (i) pay cash to the Holder in an amount equal to the Holder�s total purchase price
(including brokerage commissions, if any) for the shares of Common Stock so purchased (the �Buy-In Price�), at which point the Company�s
obligation to deliver such certificate or credit the Holder�s balance account with DTC for the number of shares of Common Stock to which the
Holder is entitled upon the Holder�s exercise hereunder, as the case may be (and to issue such shares of Common Stock), shall terminate, or
(ii) promptly honor its obligation to deliver to the Holder a certificate or certificates representing such shares of Common Stock or credit the
Holder�s balance account with DTC for the number of shares of Common Stock to which the Holder is entitled upon the Holder�s exercise
hereunder, as the case may be, and pay cash to the Holder in an amount equal to the excess (if any) of the Buy-In Price over the product of
(A) such number of shares of Common Stock, times (B) the Closing Sale Price on the Share Delivery Deadline.

2. ADJUSTMENT OF EXERCISE PRICE AND NUMBER OF WARRANT SHARES.

The Exercise Price and the number of Warrant Shares shall be adjusted from time to time as follows:

(a) Adjustment upon Subdivision or Combination of Common Stock. If the Company at any time on or after the Purchase Date subdivides (by
any stock split, stock dividend, recapitalization or otherwise) one or more classes of its outstanding Common Stock into a greater number of
shares, the Exercise Price in effect immediately prior to such subdivision will be proportionately reduced and the number of Warrant Shares will
be proportionately increased. If the Company at any time on or after the Purchase Date combines (by any reverse stock split, recapitalization or
otherwise) one or more classes of its outstanding Common Stock into a smaller number of shares, the Exercise Price in effect immediately prior
to such combination will be proportionately increased and the number of Warrant Shares will be proportionately decreased. Any adjustment
under this Section 2(a) shall become effective at the close of business on the date the subdivision or combination becomes effective.

(b) Subsequent Equity Sales.

(i) Except as provided in paragraph (b)(iii) of this Section 2, if and whenever the Company shall issue or sell, or is, in accordance with any of
paragraphs (b)(ii)(l) through (b)(ii)(7) of this Section 2, deemed to have issued or sold, any shares of Common Stock for a consideration per
share less than the Exercise Price in effect immediately prior to the time of such issue or sale, then and in each such case (a �Trigger Issuance�)
the then-existing Exercise Price shall be reduced as of the close of business on the effective date of the Trigger Issuance, to equal such lower
price but the number of Warrant Shares which the Holder may acquire under this Warrant will not be affected thereby; provided, however, that
in no event shall the Exercise Price after giving effect to such Trigger Issuance be greater than the Exercise Price immediately prior to such
Trigger Issuance.

For purposes of this paragraph (b), �Additional Shares of Common Stock� shall mean all shares of Common Stock issued by the Company or
deemed to be issued pursuant to this paragraph (b), other than Excluded Issuances (as defined in paragraph (b)(iii) of this Section 2).

(ii) For purposes of this paragraph (b), the following paragraphs (b)(ii)(l) to (b)(ii)(7) shall also be applicable:

4
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(1) Issuance of Rights or Options. In case at any time the Company shall in any manner grant (directly and not by assumption in a merger or
otherwise) any warrants or other rights to subscribe for or to purchase, or any options for the purchase of, Common Stock or any stock or
security convertible into or exchangeable for Common Stock (such warrants, rights or options being called �Options� and such convertible or
exchangeable stock or securities being called �Convertible Securities�), other than Excluded Issuances, whether or not such Options or the right
to convert or exchange any such Convertible Securities are immediately exercisable, and the price per share for which Common Stock is issuable
upon the exercise of such Options or upon the conversion or exchange of such Convertible Securities (determined by dividing (i) the sum (which
sum shall constitute the applicable consideration) of (x) the total amount, if any, received or receivable by the Company as consideration for the
granting of such Options, plus (y) the aggregate amount of additional consideration payable to the Company upon the exercise of all such
Options, plus (z), in the case of such Options that relate to Convertible Securities, the aggregate amount of additional consideration, if any,
payable upon the issue or sale of such Convertible Securities and upon the conversion or exchange thereof, by (ii) the total maximum number of
shares of Common Stock issuable upon the exercise of such Options or upon the conversion or exchange of all such Convertible Securities
issuable upon the exercise of such Options) shall be less than the Exercise Price in effect immediately prior to the time of the granting of such
Options, then the total number of shares of Common Stock issuable upon the exercise of such Options or upon conversion or exchange of the
total amount of such Convertible Securities issuable upon the exercise of such Options shall be deemed to have been issued for such price per
share as of the date of granting of such Options or the issuance of such Convertible Securities and thereafter shall be deemed to be outstanding
for purposes of adjusting the Exercise Price. Except as otherwise provided in paragraph (b)(ii)(3), no adjustment of the Exercise Price shall be
made upon the actual issue of such Common Stock or of such Convertible Securities upon exercise of such Options or upon the actual issue of
such Common Stock upon conversion or exchange of such Convertible Securities.

(2) Issuance of Convertible Securities. In case the Company shall in any manner issue (directly and not by assumption in a merger or otherwise)
or sell any Convertible Securities, other than Excluded Issuances, whether or not the rights to exchange or convert any such Convertible
Securities are immediately exercisable, and the price per share for which Common Stock is issuable upon such conversion or exchange
(determined by dividing (i) the sum (which sum shall constitute the applicable consideration) of (x) the total amount received or receivable by
the Company as consideration for the issue or sale of such Convertible Securities, plus (y) the aggregate amount of additional consideration, if
any, payable to the Company upon the conversion or exchange thereof, by (ii) the total number of shares of Common Stock issuable upon the
conversion or exchange of all such Convertible Securities) shall be less than the Exercise Price in effect immediately prior to the time of such
issue or sale, then the total maximum number of shares of Common Stock issuable upon conversion or exchange of all such Convertible
Securities shall be deemed to have been issued for such price per share as of the date of the issue or sale of such Convertible Securities and
thereafter shall be deemed to be outstanding for purposes of adjusting the Exercise Price, provided that (a) except as otherwise provided in
paragraph (b)(ii)(3), no adjustment of the Exercise Price shall be made upon the actual issuance of such Common Stock upon conversion or
exchange of such Convertible Securities and (b) no further adjustment of the Exercise Price shall be made by reason of the issue or sale of
Convertible Securities upon exercise of any Options to purchase any such Convertible Securities for which adjustments of the Exercise Price
have been made pursuant to the other provisions of paragraph (b).

(3) Change in Option Price or Conversion Rate. Upon the happening of any of the following events, namely, if the purchase price provided for in
any Option referred to in paragraph (b)(ii)(l) of this Section 2, the additional consideration, if any, payable upon the conversion or exchange of
any Convertible Securities referred to in paragraphs (b)(ii)(l) or (b)(ii)(2), or the rate at which Convertible Securities referred to in paragraphs
(b)(ii)(l) or (b)(ii)(2) are convertible into or exchangeable for Common Stock shall change at any time (including, but not limited to, changes
under or by reason of provisions designed to protect against dilution), but excluding any adjustments for any stock split, stock dividend,
recapitalization or otherwise), the Exercise Price in effect at the time of such event shall forthwith be readjusted to the Exercise Price that would
have been in effect at such time had such Options or Convertible Securities still outstanding provided for such changed purchase price,
additional consideration or conversion rate, as the case may be, at the time initially granted, issued or sold.
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(4) Stock Dividends. Subject to the provisions of this paragraph (b), in case the Company shall declare a dividend or make any other distribution
upon any stock of the Company (other than the Common Stock) payable in Common Stock, Options or Convertible Securities, then any
Common Stock, Options or Convertible Securities, as the case may be, issuable in payment of such dividend or distribution shall be deemed to
have been issued or sold without consideration.

(5) Consideration for Stock. In case any shares of Common Stock, Options or Convertible Securities shall be issued or sold for cash, the
consideration received therefor shall be deemed to be the gross amount received by the Company therefor. In case any shares of Common Stock,
Options or Convertible Securities shall be issued or sold for a consideration other than cash, the amount of the consideration other than cash
received by the Company shall be deemed to be the fair value of such consideration as determined in good faith by the Board of Directors of the
Company. In case any Options shall be issued in connection with the issue and sale of other securities of the Company, together comprising one
integral transaction in which no specific consideration is allocated to such Options by the parties thereto, such Options shall be deemed to have
been issued for such consideration as determined in good faith by the Board of Directors of the Company. If Common Stock, Options or
Convertible Securities shall be issued or sold by the Company and, in connection therewith, other Options or Convertible Securities (the
�Additional Rights�) are issued, then the consideration received or deemed to be received by the Company shall be reduced by the fair market
value of the Additional Rights (as determined using the Black Scholes Option Pricing Model or another method mutually agreed to by the
Company and the Holder). The Board of Directors of the Company shall respond promptly, in writing, to an inquiry by the Holder as to the fair
market value of the Additional Rights. In the event that the Board of Directors of the Company and the Holder are unable to agree upon the fair
market value of the Additional Rights, the Company and the Holder shall jointly select an appraiser who is experienced in such matters. The
decision of such appraiser shall be final and conclusive, and the cost of such appraiser shall be borne evenly by the Company and the Holder.

(6) Record Date. In case the Company shall take a record of the holders of its Common Stock for the purpose of entitling them (i) to receive a
dividend or other distribution payable in Common Stock, Options or Convertible Securities or (ii) to subscribe for or purchase Common Stock,
Options or Convertible Securities, then such record date shall be deemed to be the date of the issue or sale of the shares of Common Stock
deemed to have been issued or sold upon the declaration of such dividend or the making of such other distribution or the date of the granting of
such right of subscription or purchase, as the case may be.

(7) Treasury Shares. The number of shares of Common Stock outstanding at any given time shall not include shares owned or held by or for the
account of the Company or any of its wholly-owned subsidiaries, and the disposition of any such shares (other than the cancellation or
retirement thereof) shall be considered an issue or sale of Common Stock for the purpose of this paragraph (e).

(iii) Excluded Issuances. Notwithstanding the foregoing, no adjustment will be made under this paragraph (b) in respect of the issuance of:
(1) shares of Common Stock (including restricted stock) or options or other equity awards to purchase Common Stock to directors, officers or
employees of the Company in their capacity as such pursuant to a duly authorized Company equity incentive plan; (2) shares of Common Stock
issued upon the conversion or exercise of Common Stock Equivalents (other than options or other equity awards to purchase Common Stock
issued pursuant to an that are covered by clause (1) above) issued prior to the date hereof; (3) shares of Common Stock or Common Stock
Equivalents of the Company issued in connection with an acquisition, merger or other business combination; (4) Common Stock or Common
Stock Equivalents of the Company issued in connection with a joint venture, collaboration or other strategic or commercial relationship or
relationship with a foundation; (5) the Warrant Shares and shares of Common Stock issuable pursuant other warrants issued pursuant to the
Purchase Agreement; (6) shares of Common Stock issuable pursuant to an existing stock purchase agreement in effect as of the date hereof;
(7) shares of Common Stock that the Company is obligated to or may issue pursuant to its existing agreement with Venture Lending & Leasing
IV, Inc. and Costella Kirsch IV, L.P.; and (8) the issuance of securities in a transaction described in paragraph (a) and (b) of this Section 2
(collectively, �Excluded Issuances�).
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(iv) Nasdaq Limitation. Notwithstanding any other provisions in this Section 2 to the contrary, if a reduction in the Exercise Price pursuant to
Section 2(b) would require the Company to obtain stockholder approval of the transactions contemplated by the Purchase Agreement pursuant to
Nasdaq Marketplace Rule 5635(d) and such stockholder approval has not been obtained, (i) the Exercise Price shall be reduced to the maximum
extent that would not require stockholder approval under such Rule, and (ii) the Company shall use its commercially reasonable efforts to obtain
such stockholder approval (including causing the Board of Directors of the Company to recommend to the stockholders that they grant such
approval) as soon as reasonably practicable, including by calling a special meeting of stockholders to vote on such Exercise Price adjustment.

(c) Calculations. All calculations made under this Section 2 shall be made by rounding to the nearest cent or the nearest 1/100th of a Common
Share, as applicable.

3. RIGHTS UPON DISTRIBUTION OF ASSETS.

(a) If at any time or from time to time the holders of shares of Common Stock of the Company (or any other securities at the time receivable
upon the exercise of this Warrant) shall have received or become entitled to receive, without payment therefor:

(i) shares of Common Stock or other securities which are at any time directly or indirectly convertible into or exchangeable for Common Stock,
by way of dividend or other distribution (other than an issuance due to a subdivision covered in Section 2(a) above);

(ii) any cash paid or payable, including any declared and paid cash dividends; or

(iii) shares of Common Stock or additional shares or other securities or property (including cash) by way of spinoff, split-up, reclassification,
combination of shares or similar corporate rearrangement (other than shares of Common Stock pursuant to Section 2(a) above), then and in each
such case, the Holder hereof will, upon the exercise of this Warrant, be entitled to receive, in addition to the number of shares of Common Stock
receivable thereupon, and without payment of any additional consideration therefor, the amount of shares of Common Stock and other securities
and property (including cash in the cases referred to in clause (iii) above) which such Holder would hold on the date of such exercise had such
Holder been the holder of record of such Common Stock as of the date on which holders of Common Stock received or became entitled to
receive such shares or other securities and property, provided, however, (x) in the event that the holders of Common Stock have received
options, warrants or rights that have expired prior to the date of exercise of this Warrant, the Holder shall not be entitled to receive such options,
warrants or rights and (y) in the event of a distribution consisting of cash as referred to in clause (ii) above, the Exercise Price in effect
immediately prior to such distribution will be proportionately reduced by the amount of the distribution per Common Share such Holder would
have been entitled to receive had such Holder been the holder of record of such Common Stock as of the date on which holders of Common
Stock received or became entitled to receive such cash distribution.

(b) Upon the occurrence of each adjustment pursuant to this Section 3, the Company at its expense will, at the written request of the Holder,
promptly compute such adjustment in accordance with the terms of this Warrant and prepare a certificate setting forth such adjustment,
including a statement of the adjusted number or type of Warrant Shares or other securities issuable upon exercise of this Warrant (as applicable),
describing the transactions giving rise to such adjustments and showing in detail the facts upon which such adjustment is based, including the
expiration date of any applicable options, warrants or rights. Upon written request, the Company will promptly deliver a copy of each such
certificate to the Holder and to the Transfer Agent. All calculations made under this Section 3(b) shall be made by rounding to the nearest cent or
the nearest 1/100th of any security, as applicable.
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4. FUNDAMENTAL TRANSACTIONS.

(a) Fundamental Transactions. The Company shall not consummate a Fundamental Transaction (other than an Involuntary Change of Control) or
permit the consummation of any Involuntary Change of Control unless the Successor Entity (if a Person other than the Company) assumes in
writing all of the obligations of the Company under this Warrant in accordance with the provisions of this Section 4(a), including agreements to
deliver to each holder of Warrants in exchange for such Warrants a security of the Successor Entity evidenced by a written instrument
substantially similar in form and substance to this Warrant, including, without limitation, an adjusted exercise price equal to the value for the
Common Stock reflected by the terms of such Fundamental Transaction, and exercisable for a corresponding number of shares of capital stock
equivalent to the Common Stock acquirable and receivable upon exercise of this Warrant (without regard to any limitations on the exercise of
this Warrant) prior to such Fundamental Transaction, and reasonably satisfactory to the Required Holders (each such Fundamental Transaction,
an �Assumption Fundamental Transaction�). Upon the occurrence of any Assumption Fundamental Transaction, the Successor Entity shall
succeed to, and be substituted for (so that from and after the date of such Assumption Fundamental Transaction, the provisions of this Warrant
referring to the �Company� shall refer instead to the Successor Entity), and may exercise every right and power of the Company and shall assume
all of the obligations of the Company under this Warrant with the same effect as if such Successor Entity (including its Parent Entity) had been
named as the Company herein. Notwithstanding the foregoing, the Holder may elect, at its sole option, by delivery of written notice to the
Company to waive this Section 4(a) to permit the Fundamental Transaction without the assumption of this Warrant. In addition to and not in
substitution for any other rights hereunder, prior to the consummation of any Fundamental Transaction pursuant to which holders of Common
Stock are entitled to receive securities or other assets with respect to or in exchange for Common Stock (a �Corporate Event�), the Company
shall (or, with respect to any tender offer Involuntary Change of Control, shall use its reasonable best efforts to) make appropriate provision to
insure that the Holder will thereafter have the right to receive upon an exercise of this Warrant at any time after the consummation of the
Fundamental Transaction but prior to the Expiration Date, in lieu of the Common Stock (or other securities, cash, assets or other property)
purchasable upon the exercise of the Warrant prior to such Fundamental Transaction or the capital stock of the Successor Entity upon an
Assumption Fundamental Transaction, such shares, securities, cash, assets or any other property whatsoever (including warrants or other
purchase or subscription rights) which the Holder would have been entitled to receive upon the happening of such Fundamental Transaction had
the Warrant been exercised immediately prior to such Fundamental Transaction. If holders of Common Stock are given any choice as to the
securities, cash or property to be received in a Fundamental Transaction, then the Holder shall be given the same choice as to the consideration it
receives upon any exercise of this Warrant following such Fundamental Transaction. The provisions of this Section shall apply similarly and
equally to successive Fundamental Transactions and Corporate Events and shall be applied without regard to any limitations on the exercise of
this Warrant.

(b) Notwithstanding the foregoing, in the event of a Fundamental Transaction that is (i) an all cash transaction or (ii) a Fundamental Transaction
involving a person or entity whose securities are not traded on a national securities exchange, including, but not limited to, the NYSE Amex, the
Nasdaq Global Select Market, the Nasdaq Global Market, or the Nasdaq Capital Market, at the request of the Holder delivered before the 90th
day after such Fundamental Transaction, the Company (or the Successor Entity) shall purchase this Warrant from the Holder by paying to the
Holder, within five Business Days after such request (or, if later, on the effective date of the Fundamental Transaction), cash in an amount equal
to the Black Scholes Value of the remaining unexercised portion of this Warrant on the date of such Fundamental Transaction.

5. NONCIRCUMVENTION.

The Company hereby covenants and agrees that the Company will not, by amendment of its Certificate of Incorporation or through any
reorganization, transfer of assets, consolidation, merger, scheme of arrangement, dissolution, issue or sale of securities, or any other voluntary
action, avoid or seek to avoid the observance or performance of any of the terms of this Warrant, and will at all times in good faith comply with
all the provisions of this Warrant and take all actions consistent with effectuating the purposes of this Warrant. Without limiting the generality of
the foregoing, the Company (i) shall not increase the par value of any Common Stock receivable upon the exercise of this Warrant above the
Exercise Price then in effect, (ii) shall take all such actions as may be reasonably necessary or appropriate in order that the Company may validly
and legally issue fully paid and nonassessable Common Stock upon the exercise of this Warrant, and (iii) shall, so long as this Warrant is
outstanding, take all action reasonably necessary to reserve and keep available out of its authorized and unissued Common Stock, solely for the
purpose of effecting the exercise of this Warrant, 100% of the number of shares of Common Stock issuable upon exercise of this Warrant then
outstanding (without regard to any limitations on exercise).
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6. WARRANT HOLDER NOT DEEMED A STOCKHOLDER.

Except as otherwise specifically provided herein, the Holder, solely in such Person�s capacity as a holder of this Warrant, shall not be entitled to
vote or receive dividends or be deemed the holder of share capital of the Company for any purpose, nor shall anything contained in this Warrant
be construed to confer upon the Holder, solely in such Person�s capacity as the Holder of this Warrant, any of the rights of a stockholder of the
Company or any right to vote, give or withhold consent to any corporate action (whether any reorganization, issue of shares, reclassification of
shares, consolidation, merger, conveyance or otherwise), receive notice of meetings, receive dividends or subscription rights, or otherwise, prior
to the issuance to the Holder of the Warrant Shares which such Person is then entitled to receive upon the due exercise of this Warrant. In
addition, nothing contained in this Warrant shall be construed as imposing any liabilities on the Holder to purchase any securities (upon exercise
of this Warrant or otherwise) or as a stockholder of the Company, whether such liabilities are asserted by the Company or by creditors of the
Company.

7. REISSUANCE OF WARRANTS; NO FRACTIONAL SHARES.

(a) Transfer of Warrant. If this Warrant is to be transferred, the Holder shall surrender this Warrant to the Company and deliver the completed
and executed Assignment Form, in the form attached hereto as Exhibit B, whereupon the Company will forthwith issue and deliver upon the
order of the Holder a new Warrant (in accordance with Section 7(d)), registered as the Holder may request, representing the right to purchase the
number of Warrant Shares being transferred by the Holder and, if less than the total number of Warrant Shares then underlying this Warrant is
being transferred, a new Warrant (in accordance with Section 7(d)) to the Holder representing the right to purchase the number of Warrant
Shares not being transferred.

(b) Lost, Stolen or Mutilated Warrant. Upon receipt by the Company of evidence reasonably satisfactory to the Company of the loss, theft,
destruction or mutilation of this Warrant, and, in the case of loss, theft or destruction, of any indemnification undertaking by the Holder to the
Company in customary form and, in the case of mutilation, upon surrender and cancellation of this Warrant, the Company shall execute and
deliver to the Holder a new Warrant (in accordance with Section 7(d)) representing the right to purchase the Warrant Shares then underlying this
Warrant.

(c) Exchangeable for Multiple Warrants. This Warrant is exchangeable, upon the surrender hereof by the Holder at the principal office of the
Company, for a new Warrant or Warrants (in accordance with Section 7(d)) representing in the aggregate the right to purchase the number of
Warrant Shares then underlying this Warrant, and each such new Warrant will represent the right to purchase such portion of such Warrant
Shares as is designated by the Holder at the time of such surrender; provided, however, that no Warrants for fractional Common Stock shall be
given.

(d) Issuance of New Warrants. Whenever the Company is required to issue a new Warrant pursuant to the terms of this Warrant, such new
Warrant (i) shall be of like tenor with this Warrant, (ii) shall represent, as indicated on the face of such new Warrant, the right to purchase the
Warrant Shares then underlying this Warrant (or in the case of a new Warrant being issued pursuant to Section 7(a) or Section 7(c), the Warrant
Shares designated by the Holder which, when added to the number of shares of Common Stock underlying the other new Warrants issued in
connection with such issuance, does not exceed the number of Warrant Shares then underlying this Warrant), (iii) shall have an issuance date, as
indicated on the face of such new Warrant which is the same as the Issuance Date, and (iv) shall have the same rights and conditions as this
Warrant.
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8. NOTICES.

All notices required or permitted hereunder shall be in writing and shall be deemed effectively given: (a) upon personal delivery to the party to
be notified, (b) when sent by confirmed telex or facsimile if sent during normal business hours of the recipient, if not, then on the next Business
Day, (c) three (3) days after having been sent by registered or certified mail, return receipt requested, postage prepaid, or (d) one (1) Business
Day after deposit with a nationally recognized overnight courier, with written verification of receipt. All communications shall be sent to the
Company at the address listed on the signature page hereto and to Holder at the applicable address set forth on the applicable signature page to
the Purchase Agreement or at such other address as the Company or Holder may designate by ten (10) days advance written notice to the other
parties hereto.

9. AMENDMENT AND WAIVER.

Except as otherwise provided herein, the provisions of this Warrant may be amended and the Company may take any action herein prohibited, or
omit to perform any act herein required to be performed by it, only if the Company has obtained the written consent of the Holders owning a
majority in interest of the outstanding Warrants issued

10. SEVERABILITY.

under the Purchase Agreements; provided, that (x) any such amendment or waiver must apply to all Warrants issued by the Company pursuant
to the Purchase Agreements; and (y) the number of Warrant Shares subject to this Warrant, the Exercise Price and the Expiration Date may not
be amended, and the right to exercise this Warrant may not be altered or waived without the written consent of the Holder. No waiver of any
provision hereunder shall be effective unless it is in writing and signed by an authorized representative of the waiving party.

If any provision of this Warrant is prohibited by law or otherwise determined to be invalid or unenforceable by a court of competent jurisdiction,
the provision that would otherwise be prohibited, invalid or unenforceable shall be deemed amended to apply to the broadest extent that it would
be valid and enforceable, and the invalidity or unenforceability of such provision shall not affect the validity of the remaining provisions of this
Warrant so long as this Warrant as so modified continues to express, without material change, the original intentions of the parties as to the
subject matter hereof and the prohibited nature, invalidity or unenforceability of the provision(s) in question does not substantially impair the
respective expectations or reciprocal obligations of the parties or the practical realization of the benefits that would otherwise be conferred upon
the parties. The parties will endeavor in good faith negotiations to replace the prohibited, invalid or unenforceable provision(s) with a valid
provision(s), the effect of which comes as close as possible to that of the prohibited, invalid or unenforceable provision(s).

11. GOVERNING LAW.

This Warrant shall be governed by and construed and enforced in accordance with, and all questions concerning the construction, validity,
interpretation and performance of this Warrant shall be governed by, the internal laws of the State of New York, without giving effect to any
choice of law or conflict of law provision or rule (whether of the State of New York or any other jurisdictions) that would cause the application
of the laws of any jurisdictions other than the State of New York.
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12. CONSTRUCTION; HEADINGS.

This Warrant shall be deemed to be jointly drafted by the Company and the Holder and shall not be construed against any person as the drafter
hereof. The headings of this Warrant are for convenience of reference and shall not form part of, or affect the interpretation of, this Warrant.

13. DISPUTE RESOLUTION.

In the case of a dispute as to the determination of the Exercise Price or the arithmetic calculation of the Warrant Shares, the Company shall
submit the disputed determinations or arithmetic calculations via facsimile within two (2) Business Days of receipt of the Exercise Notice giving
rise to such dispute, as the case may be, to the Holder. If the Holder and the Company are unable to agree upon such determination or calculation
of the Exercise Price or the Warrant Shares within three (3) Business Days of such disputed determination or arithmetic calculation being
submitted to the Holder, then the Company shall, within four (4) Business Days submit via facsimile (a) the disputed determination of the
Exercise Price to an independent, reputable investment bank selected by the Company and approved by the Holder or (b) the disputed arithmetic
calculation of the Warrant Shares to the Company�s independent, outside accountant. The Company shall cause at its expense the investment
bank or the accountant, as the case may be, to perform the determinations or calculations and notify the Company and the Holder of the results
no later than ten Business Days from the time it receives the disputed determinations or calculations. Such investment bank�s or accountant�s
determination or calculation, as the case may be, shall be binding upon all parties absent demonstrable error.

14. REMEDIES, OTHER OBLIGATIONS, BREACHES AND INJUNCTIVE RELIEF.

The remedies provided in this Warrant shall be cumulative and in addition to all other remedies available under this Warrant, at law or in equity
(including a decree of specific performance and/or other injunctive relief), and nothing herein shall limit the right of the Holder to pursue actual
damages for any failure by the Company to comply with the terms of this Warrant.

15. TRANSFER.

This Warrant may be offered for sale, sold, transferred, hypothecated or assigned without the consent of the Company. This Warrant and the
Warrant Shares have been registered by the Company with the U.S. Securities and Exchange Commission pursuant to the Registration
Statement.

16. CERTAIN DEFINITIONS.

For purposes of this Warrant, the following terms shall have the following meanings:

(a) �Black Scholes Value� means the value of this Warrant based on the Black Scholes Option Pricing Model obtained from the �OV� function on
Bloomberg determined as of the day of consummation of the applicable Fundamental Transaction for pricing purposes and reflecting (i) a
risk-free interest rate corresponding to the U.S. Treasury rate for a period equal to the remaining term of this Warrant as of the date of the
Holder�s request pursuant to Section 4(b), (ii) an expected volatility equal to the lesser of 100% and the 100 day volatility obtained from the HVT
function on Bloomberg as of the Trading Day immediately prior the public announcement of the applicable Fundamental Transaction and, if
applicable, (iii) the underlying price per share used in such calculation shall be the sum of the price per share being offered in cash, if any, plus
the value of any non-cash consideration, if any, being offered in the applicable Fundamental Transaction, and (iv) the remaining option time
equal to the time between the date of the public announcement of the applicable Fundamental Transaction and the Expiration Date.

(b) �Bloomberg� means Bloomberg Financial Markets.
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(c) �Business Day� means any day other than Saturday, Sunday or other day on which commercial banks in The City of New York are authorized
or required by law to remain closed.

(d) �Closing Bid Price� and �Closing Sale Price� means, for any security as of any date, the last closing bid price and last closing trade price,
respectively, for such security on the Principal Market, as reported by Bloomberg, or, if the Principal Market begins to operate on an extended
hours basis and does not designate the closing bid price or the closing trade price, as the case may be, then the last bid price or the last trade
price, respectively, of such security prior to 4:00:00 p.m., New York time, as reported by Bloomberg, or, if the Principal Market is not the
principal securities exchange or trading market for such security, the last closing bid price or last trade price, respectively, of such security on the
principal securities exchange or trading market where such security is listed or traded as reported by Bloomberg, or if the foregoing do not
apply, the last closing bid price or last trade price, respectively, of such security in the over-the-counter market on the electronic bulletin board
for such security as reported by Bloomberg, or, if no closing bid price or last trade price, respectively, is reported for such security by
Bloomberg, the average of the bid prices, or the ask prices, respectively, of any market makers for such security as reported in the �pink sheets� by
Pink Sheets LLC (formerly the National Quotation Bureau, Inc.). If the Closing Bid Price or the Closing Sale Price cannot be calculated for a
security on a particular date on any of the foregoing bases, the Closing Bid Price or the Closing Sale Price, as the case may be, of such security
on such date shall be the fair market value as mutually determined by the Company and the Holder. If the Company and the Holder are unable to
agree upon the fair market value of such security, then such dispute shall be resolved pursuant to Section 13. All such determinations to be
appropriately adjusted for any share dividend, share split, share combination or other similar transaction during the applicable calculation period.

(e) �Common Stock� means (i) shares of the Company�s common stock, $0.001 par value, and (ii) any share capital into which such Common
Stock shall have been changed or any share capital resulting from a reclassification of such Common Stock.

(f) �Eligible Market� means the Principal Market, The New York Stock Exchange, Inc., The NYSE Amex Equities or The NASDAQ Stock
Market.

(g) �Expiration Date� means the date five years following the Issuance Date or, if such date falls on a day on which trading does not take place on
the Principal Market (a �Holiday�), the next date that is not a Holiday.

(h) �Fundamental Transaction� means that (A) the Company shall, directly or indirectly, in one or more related transactions, (i) consolidate or
merge with or into (whether or not the Company is the surviving corporation, unless the holders of the Company�s voting power immediately
prior to such transaction or series of related transactions continue after such transaction or series of related transactions to have a majority of the
voting power of the surviving entity) another Person or Persons, or (ii) sell, assign, transfer, convey or otherwise dispose of all or substantially
all of the properties or assets of the Company to another Person, or (iii) allow another Person to make a purchase, tender or exchange offer that is
accepted by the holders of more than 50% of the outstanding shares of Common Stock (not including any shares of Common Stock held by the
Person or Persons making or party to, or associated or affiliated with the Persons making or party to, such purchase, tender or exchange offer), or
(v) other than as set forth in Section 2(a), reorganize, recapitalize or reclassify the Common Stock or (B) any �person� or �group� (as these terms are
used for purposes of Sections 13(d) and 14(d) of the Exchange Act) is or shall become the �beneficial owner� (as defined in Rule 13d-3 under the
Exchange Act), directly or indirectly, of 50% of the aggregate ordinary voting power represented by issued and outstanding Common Stock.

(i) �Involuntary Change of Control� means any Fundamental Transaction pursuant to clause (A)(iii) or clause (B) of the definition of
Fundamental Transaction herein that does not involve any prior, direct or indirect, agreement, support or other assistance by the Company or any
of its subsidiaries (or any employee, officer, director, consultant or agent of the Company or any of its subsidiaries) (other than the Company�s
compliance with Regulation 14D under the Exchange Act).
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(j) �Parent Entity� of a Person means an entity that, directly or indirectly, controls the applicable Person and whose common stock or equivalent
equity security is quoted or listed on an Eligible Market, or, if there is more than one such Person or Parent Entity, the Person or Parent Entity
with the largest public market capitalization as of the date of consummation of the Fundamental Transaction.

(k) �Person� means an individual, a limited liability company, a partnership, a joint venture, a corporation, a trust, an unincorporated organization,
any other entity and a government or any department or agency thereof.

(l) �Principal Market� means The NASDAQ Capital Market.

(m) �Required Holders� means the holders of the Warrants representing at least a majority of the shares of Common Stock underlying the
Warrants then outstanding.

(n) �Successor Entity� means the Person (or, if so elected by the Required Holders, the Parent Entity) formed by, resulting from or surviving any
Fundamental Transaction or the Person (or, if so elected by the Required Holders, the Parent Entity) with which such Fundamental Transaction
shall have been entered into.

(o) �Trading Day� means any day on which the Common Stock are traded on the Principal Market, or, if the Principal Market is not the principal
trading market in the United States for the Common Stock, then on the principal securities exchange or securities market in the United States on
which the Common Stock are then traded; provided that �Trading Day� shall not include any day on which the Common Stock are scheduled to
trade on such exchange or market for less than 4.5 hours or any day that the Common Stock are suspended from trading during the final hour of
trading on such exchange or market (or if such exchange or market does not designate in advance the closing time of trading on such exchange
or market, then during the hour ending at 4:00:00 p.m., New York time).

(p) �VWAP� means, for any date, the price determined by the first of the following clauses that applies: (a) if the Common Stock are then listed or
quoted on the Principal Market or an Eligible Market, the daily volume weighted average price of the Common Stock for such date (or the
nearest preceding date) on the trading market on which the Common Stock are then listed or quoted as reported by Bloomberg (based on a
Trading Day from 9:30 a.m. (New York City time) to 4:02 p.m. (New York City time), (b) if then quoted on the OTC Bulletin Board, the
volume weighted average price of the Common Stock for such date (or the nearest preceding date) on the OTC Bulletin Board, (c) if the
Common Stock are not then listed or quoted for trading on the OTC Bulletin Board and if prices for the Common Stock are then reported on
Pink Quote published by Pink OTC Markets Inc. (or a similar organization or agency succeeding to its functions of reporting prices), the most
recent bid price per Common Share so reported, or (d) in all other cases, the fair market value of one Common Share as determined by an
independent appraiser reasonably acceptable to the Company and the Holder.

[Signature Page Follows]
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IN WITNESS WHEREOF, the Company has caused this Warrant to Purchase Common Stock to be duly executed as of the Issuance Date set
out above.

ATHERSYS, INC.

By:                                                                       

       Name:
       Title:
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EXHIBIT A

EXERCISE NOTICE

TO BE EXECUTED BY THE REGISTERED HOLDER TO EXERCISE THIS

WARRANT TO PURCHASE COMMON STOCK

ATHERSYS, INC.

The undersigned holder hereby exercises the right to purchase             of the Common Stock (�Warrant Shares�) of Athersys, Inc., a Delaware
corporation (the �Company�), evidenced by the attached Warrant to Purchase Common Stock (the �Warrant�). Capitalized terms used herein and
not otherwise defined shall have the respective meanings set forth in the Warrant.

1. Form of Exercise Price. The Holder intends that payment of the Exercise Price shall be made as:

            a �Cash Exercise� with respect to             Warrant Shares; and/or

            a �Cashless Exercise� with respect to             Warrant Shares.

2. Payment of Exercise Price. In the event that the holder has elected a Cash Exercise with respect to some or all of the Warrant Shares to be
issued pursuant hereto, the holder shall pay the Aggregate Exercise Price in the sum of $            to the Company in accordance with the terms of
the Warrant.

3. Delivery of Warrant Shares. The Company shall deliver to the holder             Warrant Shares in accordance with the terms of the Warrant and,
after delivery of such Warrant Shares,             Warrant Shares remain subject to the Warrant.

4. Representations and Warranties. By its delivery of this Exercise Notice, the undersigned represents and warrants to the Company that in
giving effect to the exercise evidenced hereby the holder will not beneficially own in excess of the number of shares of Common Stock
(determined in accordance with Section 13(d) of the Securities Exchange Act of 1934) permitted to be beneficially owned under Section 1(d) of
the Warrant.

Date:                 ,             

Name of Registered holder

By:                                                                       

Name:
Title:
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ACKNOWLEDGMENT

The Company hereby acknowledges this Exercise Notice and hereby directs Computershare Trust Company, N.A. to issue the above indicated
number of Common Stock in accordance with the Transfer Agent Instructions dated [            ,             ] from the Company and acknowledged
and agreed to by Computershare Trust Company, N.A.

ATHERSYS, INC.

By:                                                                      

       Name:
       Title:
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EXHIBIT B

ASSIGNMENT FORM

ATHERSYS, INC.

(To assign the foregoing Warrant, execute this form and supply required information. Do not use this form to purchase shares.)

FOR VALUE RECEIVED, the foregoing Warrant and all rights evidenced thereby are hereby assigned to

Name:
(Please Print)

Address:

(Please Print)

Dated:                     ,

Holder�s Signature:

Holder�s Address:

Name:
Title:

NOTE: The signature to this Assignment Form must correspond with the name as it appears on the face of the Warrant, without alteration or
enlargement or any change whatever. Officers of corporations and those acting in a fiduciary or other representative capacity should file proper
evidence of authority to assign the foregoing Warrant.
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