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[LOGO OF AASTROM BIOSCIENCESINC.]
October 8, 1999
Dear Shareholder:

This year's annual meeting of shareholders withélel on November 17, 1999 at 9:00 a.m. local tiat¢he Holiday Inn North Campus, 3600
Plymouth Road, Ann Arbor, Michigan 48105. You aoedially invited to attend.

The Notice of Annual Meeting of Shareholders aft@xy Statement, which describe the formal busite®e conducted at the meeting,
follow this letter.

After reading the Proxy Statement, please promp#yk, sign, and return the enclosed proxy in tlepaid envelope to assure that your sh
will be represented. Your shares cannot be votéesaryou date, sign, and return the enclosed progytend the annual meeting in person.
Regardless of the number of shares you own, yaefudaconsideration of, and vote on, the mattefsigeour shareholders are important.

A copy of the Company's 1999 Annual Report is aisclosed.
The Board of Directors and management look forwarseeing you at the annual meeting.
Very truly yours,

R. Douglas Armstrong President and Chief Execufifficer



[LOGO OF AASTROM BIOSCIENCESINC.]

AASTROM BIOSCIENCES, INC.
24 FRANK LLOYD WRIGHT DRIVE
ANN ARBOR, MI 48106

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BEHELD NOVEMBER 17, 1999

Dear Shareholder:

You are invited to attend the Annual Meeting of 8teareholders of Aastrom Biosciences, Inc. (thenigany"), which will be held on
November 17, 1999, at 9:00 a.m. at the HolidayNionth Campus, 3600 Plymouth Road, Ann Arbor, Miemg8105 for the followin
purposes:

1. To elect two Class Il directors, each to holiiceffor a three-year term and until their respaeg8uccessors are elected and qualified.
Management has nominated the following personslmtion at the meeting: Mary L. Campbell and ArtRuStaubitz.

2. To approve the issuance of the Company's Contmek upon the conversion of up to 3,000 sharglseol 999 Series Il Preferred Stock.

3. To ratify the appointment of Pricewaterhouse@us.LP as the Company's independent public acaatmfor the fiscal year ending June
30, 2000.

4. To transact such other business as may propente before the meeting.

Shareholders of record at the close of businesseptember 30, 1999 are entitled to notice of, andte at, this meeting and any
adjournments thereof. For ten days prior to thetimggea complete list of the shareholders of reamrdseptember 30, 1999 will be available
for examination by any shareholder for any purpessting to the meeting during ordinary businessrh@t the Company

By order of the Board of Directors,
Todd E. Simpson Secretary

Ann Arbor, Michigan

October 8, 1999

IMPORTANT: PLEASE FILL IN, DATE, SSGN AND PROMPTLY MAIL THE ENCLOSED PROXY
CARD INTHE ACCOMPANYING POSTPAID ENVELOPE TO ASSURE THAT YOUR SHARES ARE
REPRESENTED AT THE MEETING. IF YOU ATTEND THE MEETING, YOU MAY CHOOSE TO
VOTE IN PERSON EVEN IF YOU HAVE PREVIOUSLY SENT IN YOUR PROXY CARD.
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AASTROM BIOSCIENCES, INC.
24 FRANK LLOYD WRIGHT DRIVE
ANN ARBOR, MICHIGAN 48106

PROXY STATEMENT FOR ANNUAL MEETING OF SHAREHOLDERS

The accompanying proxy is solicited by the Boar®wéctors of Aastrom Biosciences, Inc., a Michigamporation (the "Company"), for use
at the Annual Meeting of Shareholders to be heldedaber 17, 1999, or any adjournment thereof, ferthirposes set forth in the
accompanying Notice of Annual Meeting. The datéhaf Proxy Statement is October 8, 1999, the apprate date on which this Proxy
Statement and the accompanying form of proxy wiesegent or given to shareholders.

GENERAL INFORMATION
Annual Report. An annual report for the fiscal yeaded June 30, 1999, is enclosed with this Praate®ent.

Voting Securities. Only shareholders of record fahe close of business on September 30, 1999 pwilintitled to vote at the meeting and
any adjournment thereof. As of that date, thereevil€r,994,125 shares of common stock, no par vaftbe Company, issued and
outstanding. Shareholders may vote in person prary. Each holder of shares of Common Stock igledtto one vote for each share of
stock held on the proposals presented in this PBtatement. The Company's bylaws provide that anitygjof all of the shares of the stock
entitled to vote, whether present in person oresgnted by proxy, shall constitute a quorum forttaesaction of business at the meeting.

Solicitation of Proxies. The cost of soliciting gies will be borne by the Company. In addition, @@mpany will solicit shareholders by mail
through its regular employees, and will requeskbamd brokers, and other custodians, nomineefidundaries, to solicit their customers
who have stock of the Company registered in theasamfi such persons and will reimburse them for fiegisonable, out-of-pocket costs. The
Company may use the services of its officers, thirs¢ and others to solicit proxies, personallpytelephone, without additional
compensation.

Voting of Proxies. All valid proxies received pritr the meeting will be voted. All shares represdrity a proxy will be voted, and where a
shareholder specifies a choice with respect tonaatger to be acted upon, the shares will be vatetcordance with the specification so
made. If no choice is indicated on the proxy, thares will be voted in favor of the election of theminees for director contained in this
Proxy Statement, in favor of the two other propssalecified in the Notice of the meeting, and mdiscretion of the proxy holders on any
other matter that comes before the meeting. A sladder giving a proxy has the power to revoke hiker proxy, at any time prior to the tir
it is voted, by delivery to the Secretary of then@any of either a written instrument revoking thexy or a duly executed proxy with a later
date, or by attending the meeting and voting irsger

Stock Ownership of Certain Beneficial Owners anchitgement. The following table sets forth certaforimation, as of August 31, 1999,
with respect to the beneficial ownership of the @anmy's Common Stock by (i) all persons known byGenpany to be the beneficial owr
of more than 5% of the outstanding Common StodkefCompany, (ii) each director and director- naeionf the Company, (iii) each
executive officer of the Company named in the Sumn@@mpensation Table, and (iv) all executive @fsand directors of the Company as
a group.



SHARES OWNED ( 1)

NAME AND ADDRESS OF NUMBER OF PERCENTAGE OF
BENEFI Cl AL OMNER ( 2) SHARES CLASS (3)
Cobe Laboratories, Inc.......... ... . ... ... 2,389, 199 14. 1%

1185 Cak Street
Lakewood, CO 80215

The Kaufmann Fund, Inc. ........... ... ... ... ... .. ... 1, 500, 000 8. 8%
140 East 45th Street, 43rd Floor
New York, NY 10017

State Treasurer of the State of Mchigan (4).......... 1, 408, 168 8.3%
Custodi an of Certain Retirenment Systens
c/o Venture Capital Division
430 West All egan
Lansing, M 48992

Pfizer, INC. ... .. e 864, 546 5.1%
235 East 42nd Street
New York, NY 10017

R Douglas Arnstrong, Ph.D. (5)......... ... ... ... ..... 783,173 4.5%
WlliamL., Odell (6). ... ... 25, 000 *
Todd E. Sinpson (7). ... 94, 875 *
Alan Ko Smith (8). ... e 100, 985 *
Bruce V. Husel (9)........ . . . . i, 15, 312 *
Stephen G Enerson, MD., Ph.D. (10).................. 172,583 *
Mary L. Canpbell (11)...... ... 201, 249 1.2%
Robert J. Kunze (12). ... ... 103, 477 *
Joseph A, Taylor (13)..... ... 5,383 *
Arthur F. Staubitz (14)...... ... . . 2,916 *
Al officers and directors as a group (10 persons)

(15) . o 1, 504, 953 8.5%

* Represents less than 1% of the outstanding sluditt® Company's Common Stock ("Common Stock™).

(1) Except as indicated in the footnotes to thidetathe persons named in the table have solegatidl investment power with respect to all
shares of Common Stock shown as beneficially ownyetthem, subject to community property laws, whegsplicable. (2) Unless otherwise
provided, the address for each beneficial own2disrank Lloyd Wright Drive Ann Arbor, Ml 48106.

(3) Calculated on the basis of 16,993,292 shar€oaimon Stock outstanding as of August 31, 199€eixthat shares of Common Stock
underlying options exercisable within 60 days obast 31, 1999 are deemed to be outstanding forogespof calculating ownership of
securities of the holders of such options.

(4) Includes 69,444 shares issuable upon exer€isamants held by the State Treasurer of the Sthkdichigan that are exercisable until
October 15, 2000.

(5) Includes 317,000 shares issuable upon exestigptions held by Dr. Armstrong that are exercigatithin the 60-day period following
August 31, 1999. Also includes 6,000 shares hetduists in which Dr. Armstrong is a co-trustee; Bmmstrong disclaims beneficial
ownership of all such shares except to the extehisgpecuniary interest therein.

(6) Consists of shares issuable upon exercisetairapheld by Mr. Odell that are exercisable witttie 60-day period following August 31,
1999.

(7) Consists of shares issuable upon exercisetairapheld by Mr. Simpson that are exercisable iwithe 60-day period following August
31, 1999.

(8) Includes 94,875 shares issuable upon exertigptions held by Dr. Smith that are exercisabléhimithe 60-day period following August
31, 1999.

(9) Consists of shares issuable upon exercisetafrapheld by Mr. Husel that are exercisable witiia 60-day period following August 31,
1999.



(10) Includes 14,583 shares issuable upon exes€igptions held by Dr. Emerson that are exercisaliikin the 60-day period following
August 31, 1999.

(11) Includes 8,333 shares held by Enterprise @gweént Fund L.P. and 183,333 shares held by Eterprevelopment Fund Il, L.P. Ms.
Campbell is the general partner of Enterprise Manamnt Inc., which is the general partner of Enteepbevelopment Fund L.P. Ms.
Campbell is a general partner of Enterprise Vest@d>. and the Vice President of EDM Inc., whichl# a general partner of Enterprise
Ventures G.P. Enterprise Ventures G.P. is the gépartner of Enterprise Development Fund Il, IM3. Campbell disclaims beneficial
ownership of all such shares except to the exteheopecuniary interest therein. Also includes33,Shares issuable upon exercise of options
held by Ms. Campbell that are exercisable withiz@0-day period following August 31, 1999.

(12) Includes 60,000 shares issuable upon exestigptions held by Mr. Kunze that are exercisabihiw the 60-day period following
August 31, 1999.

(13) Includes 4,583 shares issuable upon exer€igptions held by Mr. Taylor that are exercisabléhim the 60-day period following August
31, 1999.

(14) Consists of 2,916 shares issuable upon exeotisptions held by Mr. Staubitz that are exetdisavithin the 60-day period following
August 31, 1999.

(15) Includes 638,727 shares issuable upon exeavtisptions that are exercisable within the 60-gasiod following August 31, 1999.
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ELECTION OF DIRECTORS

The Company has a classified Board of Directorsequily consisting of two Class Il directors (MaryCampbell and Arthur F. Staubitz), two
Class Il directors (R. Douglas Armstrong and JbsapTaylor) and two Class | directors (Robert dinke and Stephen G. Emerson), who
will serve until the Annual Meetings of Sharehokley be held in 1999, 2000 and 2001, respectiaalg,until their respective successors are
duly elected and qualified. Directors in a classealected for a term of three years to succeeditketors in such class whose terms expire at
such annual meeting.

The nominees for election at the Annual Meetin@bé#reholders to fill the Class Il positions on Bward of Directors are Mary L. Campbell
and Arthur F. Staubitz. If elected, the nominees seirve as directors until the Company's Annuakley of Shareholders in 2002, and until
their successors are elected and qualified. Ifrainee declines to serve or becomes unavailablarfprreason, or if a vacancy occurs before
the election, the proxies may be voted for suctssiuite nominee as the proxy holders may designate.

If a quorum is present, the two nominees for thatfmms as Class |l directors receiving the higmeshber of votes will be elected.
Abstentions and broker non-votes will have no dftecthe vote, except that abstentions will be ¢edims shares present for purposes of
determining the presence of a quorum.

The table below sets forth for the Company's dinesgtincluding the Class || nominees to be eleeatethis meeting, certain information, as of
August 31, 1999, with respect to age and background

DI RECTOR
NAVE POSI TION W TH THE COMPANY AGE SINCE
Class Il directors to be elected at the 1999 Annual Meeting of Sharehol ders:
Mary L. CAmpbell............... Di rector 54 1998
Arthur F. Staubitz............. Di rector 60 1999
Class Il directors whose terns expire at the 2000 Annual Meeting of Sharehol d-
ers:
R Douglas Arnstrong........... President and Chi ef Executive
O ficer of the Conpany since 1991 46 1991
Joseph A Taylor............... Director 55 1998
Class | directors whose terns expire at the 2001 Annual Meeting of Sharehol ders:
Robert J. Kunze................ Chai rman of the Board 64 1989
Stephen G Emerson............. Scientific Adviser 45 1989

Nominees for election at the 1999 Annual Meetingbéreholder

MARY L. CAMPBELL a director since January 1998, mntly serves as Principal and Vice President oMEDic., the General Partner of
the Enterprise Development Fund Il, L.P., a venaaital fund managing approximately $26 millions MCampbell is also a director of
Centromine, Inc. and Think & Do Software, Inc. NBmmpbell received her Masters of Business Admaistn (with Distinction) from the
University of Michigan; her Master of Special Edtica (with Honors) from Fairfield University; an&hBachelor of Arts in English from tl
University of Michigan.

ARTHUR F. STAUBITZ a director since March 1999, moscently served as Senior Vice President, Paoti8irategy at Baxter
International. He has also served as Senior Viesi®ent and General Counsel at both Baxter and Apge. During his career at Baxter,
Mr. Staubitz served in a broad range of other etveepositions including Vice President, Busines/&lopment, Strategic Planning and L
Baxter Diagnostics; and Vice President and Gendealager, Ventures Group, Baxter World Trade CorpomaWhile at Baxter, Mr. Staubi
managed corporate, litigation and regulatory lggalps; established processes to identify, assesiiad strategic technology initiatives;
negotiated technology acquisitions and corporatmpeships; and helped to establish the Baxter magic subsidiary. Prior to that Mr.
Staubitz held several positions at Sperry Univat sarved as an Associate at the law firm of Sidledustin. Mr. Staubitz received his A.B.
(with Distribution and Honors) from Wesleyan Unisity and his Juris Doctorate (cum laude) from tmaversity of Pennsylvania Law
School.



Directors Continuing I n Office

R. DOUGLAS ARMSTRONG, PH.D. joined the Company imd 1991, as a director and as its President aref Ekecutive Officer. From
1987 to 1991, Dr. Armstrong served in differentagpes, including as Executive Vice President afidustee of the La Jolla Cancer
Research Foundation ("LJCRF"), now named the Bumhmstitute, a 250-employee scientific researctitinte located in San Diego,
California. Dr. Armstrong received his doctoratéPimarmacology and Toxicology from the Medical Cgdlef Virginia, and has held faculty
and staff positions at Yale University, UniversitfyCalifornia, San Francisco, LJCRF and Universitylichigan. Dr. Armstrong also serves
on the Board of Directors of Nephros Therapeutits,

JOSEPH A. TAYLOR a director since November 199®iiector, Private Equity Investments, at Mundepi@ad Management, an investm
management firm with $50 billion in assets undenagement, including investments in healthcare.rRoigoining Munder Capital
Management, Mr. Taylor worked with the Treasureffie at the State of Michigan for 15 years, whieeded the development of various
statewide business development and assistanceapredn Michigan. Mr. Taylor currently serves asemmber of the Regional Advisor
Committee of Blue Care Network and previously sdrag a director of Spectrum Castings, Inc. andresr@an of the Finance Committee of
the Board of Directors of Blue Care Network. Mrylaa holds a B.S. degree in Finance from ChicagaeStniversity and an MBA from
lllinois Governors State University.

ROBERT J. KUNZE a director of the Company sinceriteption in 1989, is a founder of the Company seded as its President and Chief
Executive Officer through May 1991. Mr. Kunze hasired as a partner of McFarland and Dewey, ansitiwvent bank. From 1987 through
early 1997, he was a General Partner of H&Q Lifeesee Venture Partners, a venture capital fundiafiziag in medical products and
biotechnology investments. Previous to that, Mrnkaiwas Managing Partner of Hambrecht & Quist VienRartners. Prior to that he served
as a senior executive with W.R. Grace & Co. andggarElectric.

STEPHEN G. EMERSON, M.D., PH.D. a director since ithiception of the Company in 1989, is a scienfifiecnder of the Company and has
been an active advisor of the Company since thed.tDr. Emerson has been a Professor of Medicitteedt niversity of Pennsylvania since
1994 where he serves as head of Hematology andi@yycd-rom 1991 to 1994, Dr. Emerson was an Assedaofessor of Medicine at the
University of Michigan. Dr. Emerson received hictimate degrees in Medicine and Cell Biology/Immogyg from Yale University. He
completed his internship and residency at MassattsuSeneral Hospital and his clinical and resegettbwship in hematology at the
Brigham and Women's Hospital, the Dana-Farber Ganeétute and Children's Hospital Medical Center.

During the fiscal year ended June 30, 1999, thedofDirectors held eight meetings. Each diresenving on the Board of Directors in
fiscal year 1999 attended at least 75% of suchingebf the Board of Directors and the Committeesvbhich he or she served, except for
Mr. Staubitz.

The Company does not have a standing Nominatingmitiee, but does have an Audit Committee. The Carsggon Committee is
comprised of the entire Board.

The Audit Committee's function is to review wittet@ompany's independent accountants and manag#mearinual financial statements
independent accountants' opinion, review the seogeresults of the examination of the Companyanfimal statements by the independent
accountants, review all professional services peréal and related fees by the independent accosntaebmmend the retention of the
independent accountants to the Board of Directodspeeriodically review the Company's accountinggies and internal accounting and
financial controls. The members of the Audit Comeatfor fiscal 1999 were Mary L. Campbell, Edward/®od, Jr., until his resignation as
director in November 1998, and Joseph A. Taylomuipis appointment in November 1998. During thedisear ended June 30, 1999, the
Audit Committee held one meeting.



The Compensation Committee's function is to re\aent approve salary and bonus levels and stockrogtiants. Currently, the
Compensation Committee is composed of all membfdiseedCompany's Board of Directors. During thedisgear ended June 30, 1999, there
were no separate meetings of the Compensation Cibeemi-or additional information concerning the @emsation Committee, see
"REPORT OF THE COMPENSATION COMMITTEE OF THE BOARDF DIRECTORS ON EXECUTIVE COMPENSATION" and
"EXECUTIVE COMPENSATION AND OTHER MATTERS."



EXECUTIVE COMPENSATION AND OTHER MATTERS

The following table sets forth information for tfiscal years ended June 30, 1997, 1998 and 199%coing the compensation of the Chief
Executive Officer of the Company and each of thenBany's four other most highly compensated exeeutfficers (the "Named Executive
Officers") as of June 30, 1999, whose total satemy bonus for the year ended June 30, 1999, exd&dd®,000 for services rendered in all
capacities to the Company.

SUMMARY COMPENSATION TABLE

LONG TERM
ANNUAL COVPENSATI ON
COVPENSATI ON AWARDS
SECURI TI ES ALL OTHER
NAME AND PRI NCI PAL PGCsI TI ON YEAR SALARY BONUS  UNDERLYI NG OPTI ONS COVPENSATI ON
R Douglas Armstrong, Ph.D. ............... 1999 $244, 167 -- 317, 000 $22,031(1)
President and Chief Executive O ficer 1998 $225, 000 -- -- $ 9,735(1)
1997 $183, 583 -- 333, 333 $77,108(1)
WilliamL. Odell........................... 1999 $161, 875(3) -- 100, 000 $14, 773(2)
Sr. Vice President, Product Operations
Todd E. SinpsON. .......c.ciiiiiinninnennn. 1999 $150, 000 -- 50, 000 --
Vi ce President, Finance and Admi nistration 1998 $136, 667 -- 28, 000 --
and Chi ef Financial Oficer 1997 $125, 593 $ 12,500 75, 000 --
Alan K. Smith, Ph.D........................ 1999 $150, 000 -- 50, 000 --
Vi ce President, Research 1998 $141, 667 -- 28, 000 --
1997 $128, 685 -- 75, 000 $ 60( 2)
Bruce W Husel..............0 .. 1999 $125, 000 -- 50, 000 --
Vice President, Quality Systens 1998 $ 74,792(4) -- 35, 000 $51, 928( 2)

(1) Consists of vacation pay.

(2) Consists of relocation or temporary living empes.
(3) Mr. Odell joined the Company in August 1998.

(4) Mr. Husel joined the Company in November 1997.



The following table provides information with regpéo stock option grants to the Named Executivigc®fs during the year ended June 30,
1999.

OPTION GRANTSIN LAST FISCAL YEAR

POTENTI AL
REALI ZABLE VALUE AT
I NDI VI DUAL GRANTS ASSUMED
----------------------------------------- ANNUAL RATES OF
NUMBER OF % OF TOTAL STOCK PRI CE
SECURI TIES OPTIONS  EXERCI SE APPRECI ATI ON FOR
UNDERLYI NG GRANTED TO OR PRI CE OPTI ON TERM 1)
OPTIONS  EMPLOYEES PER EXPI RATION -------------------
NANMVE GRANTED(2) | N 1999 SHARE( 2) DATE 5% 10%
R Douglas Armstrong, Ph.D. .. 167, 000 22.6% $3.375 07/ 10/ 08 $918, 086 $1, 461, 898
150, 000 20. 3% $3. 250 11/11/08 $794,086 $1, 264, 449
WlliamL. Odell.............. 100, 000 13. 5% $2. 375 09/01/08 $386,862 $ 616,014
Todd E. Simpson............... 50, 000 6. 8% $3. 562 11/09/08 $290, 106 $ 461,946
Alan K. Smith, Ph.D. ......... 50, 000 6.8% $3.562 11/09/08 $290, 106 $ 461, 946
Bruce W Husel................ 50, 000 6.8% $3.562 11/09/08 $290, 106 $ 461, 946

(1) Potential gains are net of exercise price bafibre taxes associated with exercise. These asogtesent certain assumed rates of
appreciation only, in accordance with the Secugritied Exchange Commission's rules. Actual gaira)yif on stock option exercises are
dependent on the future performance of the ComntaeckSoverall market conditions and the optionhaddmontinued employment through
the vesting period. The amounts reflected in thlidet may not necessarily be achieved.

(2) Each of these options was granted under thep@agis Amended and Restated 1992 Incentive and@aiified Stock Option Plan (the
"1992 Option Plan") at an exercise price equah&ofair market value of the Common Stock on the déigrant, except for Mr. Odell who
was granted a non-qualified option outside of thenfany's Stock Option Plan. All such options vestr@ four-year period, subject to
continued employment with the Company. See "--Saar and Change of Control Arrangements."

The following table provides information with regpéo exercises of stock options during the yeaeenJune 30, 1999, and unexercised
options held as of June 30, 1999, by the Named iEecOfficers.

AGGREGATED OPTION EXERCISES
AND FISCAL YEAR-END OPTION VALUES

NUMBER OF SHARES VALUE OF UNEXERCI SED
SHARES UNDERLY! NG UNEXERCI SED I N- THE- MONEY OPTI ONS
ACQUI RED OPTI ONS AT JUNE 30, 1999 AT JUNE 30, 1999 (2)
ON Y U e
NAME EXERCI SE REALI ZED (1) EXERCI SABLE UNEXERCI SABLE EXERCI SABLE UNEXERCI SABLE
R Dougl as Arnstrong, Ph.D. .. -- -- 317, 000 -- - -
WlliamL. Odell.............. -- -- -- 100, 000 -- --
Todd E. Sinpson............... -- -- 81, 688 111, 312 $1, 625 $375
Alan K. Smith, Ph.D........... -- -- 84,188 108, 812 $1, 750 $250
Bruce W Husel................ -- -- 13,125 71,875 -- --

(1) "Value Realized" represents the fair marketigadf the underlying shares of Common Stock oretegcise date, minus the aggregate
exercise price of such options.

(2) The value of "in-the-money" stock options reganets the difference between the exercise prisect options and the fair market value of
$1.25 per share of Common Stock as of June 30,,188%losing price of the Common Stock reportedhenNasdaq National Market on
such date.



SEVERANCE AND CHANGE OF CONTROL ARRANGEMENTS

The Company entered into employment agreementsnaittiefined length of employment with Alan K. Smiih.D., Todd E. Simpson, Brt

W. Husel and William L. Odell in October 1995, Detwer 1995, November 1997 and August 1998, respygtiPursuant to these
agreements, the Company agreed to pay Messrs. SBimtpson, Husel and Odell annual base salarig422,500, $122,500, $110,000 and
$185,000 respectively, certain of which base seddnave been increased and are subject to pereadaw and adjustment. Pursuant to the
terms of the foregoing employment agreements, iefthgy may generally terminate the employmentti@taghip without cause at any time
upon 14 days prior written notice to the other ypartimmediately with cause upon notice. These eympkent agreements were amended to
provide for a severance payment equal to six masdley in the event that the employee is termah&dereasons other than cause, his salary
is decreased or his responsibilities are signiflgaeduced one month prior to, or in the yearrafdechange in control of the Company. The
Company has also entered into an Indemnificatiore@ignent with certain of its directors, officers athder key personnel.

In the event of a transfer of control of the Compaas defined under the 1992 Option Plan, the Compaust cause any successor
corporation to assume the options or substitutdairptions for outstanding options or continuetsoptions in effect. In the event that any
successor to the Company in a merger, consolidatialissolution will not assume the options or sl similar options, then the options
become exercisable in full and such options wiltdreninated if not exercised prior to such mergensolidation or dissolution. The vesting
of certain options granted to executive officershef Company accelerates if such officer is terteiddollowing a transfer of control.

Options granted under the Company's 1996 Outsicecioirs Stock Option Plan (the "Directors Plan'iitain provisions pursuant to which
outstanding options granted under the Directora Riidl become fully vested and immediately exerblsaupon a "transfer of control," as
defined under the Directors Plan.

The Company is a party to an Executive Retentiah@averance Agreement with Dr. Armstrong. Undeiténens of this agreement, alll
repurchase rights held by the Company or its ssorem shares issuable upon exercise of stockraptiorrently held by Dr. Armstrong will
terminate (i) if an acquiring corporation failsaesume those options (or substitute substantigilwalent options for those options), or (ii)
Dr. Armstrong's employment is terminated followimghange in control. In addition, in the event of Brmstrong's termination upon a
change of control, he will be entitled to receiiermp sum severance payment of the maximum amohithwwhen added to other
compensation and benefits treated as parachuteguagmnder the Internal Revenue Code, does ndt nresiny compensation or benefit
becoming subject to an excise tax pursuant to &ed®99 of the Internal Revenue Code. Upon anyitextion of Dr. Armstrong's
employment (other than for cause), the Companyheiliequired to reimburse him for his costs (inednvithin one year of termination of
employment) for relocating to any other locatiorttie United States, up to a maximum of $50,000.

COMPENSATION OF DIRECTORS

Each non-employee director of the Company recevessh payment of $1,000 for each meeting of treedBof Directors attended in person
and a cash payment of $500 for each telephonicingeet the Board of Directors attended telephomycd@uring the last fiscal year, Mr.
Kunze received $5,000 per month for his serviceStesirman of the Board of Directors. Effective Qmo1, 1999, Dr. Armstrong will
assume the responsibilities of Chairman of the 8daut will not receive any additional compensafionserving as Chairman of the Board.
In addition, directors receive reimbursement fgpenses incurred in attending each Board of Direcod committee meeting. The
Company's Directors Plan provides for the initiaticaatic grant of an option to purchase 5,000 shaf¢he Company's Common Stock to
certain directors of the Company (an "Outside DoEQ upon initial appointment or election to thedd of Directors, and subsequent grants
to each Outside Director of an option to purcha®@® shares of Common Stock on the date of eaclu@lrivieeting of Shareholders,
provided the Outside Director continues to servinat capacity and has so served for at least eixtins.
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COMPENSATION COMMITTEE INTERLOCKSAND INSIDER PARTICIPATION

Each member of the Board of Directors served asmlmer of the Compensation Committee during fisearyended June 30, 1999. During
that fiscal year, R. Douglas Armstrong and Robekiuhze were employed by the Company as its Prasated Chief Executive Officer and
its Chairman of the Board, respectively.

CERTAIN TRANSACTIONS

In November 1998, the Company and Cobe Laboratdriesentered into a Termination and Transitiomeégnent, pursuant to which the
parties agreed to terminate the Distribution Agreetentered into in October 1993. Among other thjiigpbe made a cash payment to the
Company of $1,237,000 in connection with the Teation and Transition Agreement.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMRANCE

Section 16(a) of the Securities Exchange Act of4128 amended, requires the Company's executieeisf directors and persons who
beneficially own more than 10% of the Company's @mm Stock to file initial reports of ownership amgborts of changes in ownership with
the Securities and Exchange Commission ("SEC")h$acsons are required by SEC regulations to farthie Company with copies of all
Section 16(a) forms filed by such persons.

Based solely on the Company's review of such fdumsshed to the Company and written representatioom certain reporting persons, the
Company believes that all filing requirements agadble to the Company's executive officers, directard more than 10% shareholders were
complied with.
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REPORT OF THE COMPENSATION COMMITTEE
OF THE BOARD OF DIRECTORS ON EXECUTIVE COMPENSATION

The Compensation Committee is composed of all mesniifethe Company's Board of Directors and, as siehCompensation Committee
does not hold separate meetings.

In fiscal 1999, the Compensation Committee wasaesiple for setting and administering the poli@eserning annual compensation of the
executive officers of the Company. These policiestased upon the philosophy that the Company{stemm success is best achieved
through recruitment and retention of the best peppksible. The Compensation Committee appliedpthilesophy in determining
compensation for Company executive officers ingtageas: salary, bonuses and stock options.

SALARY. The Company strives to offer salaries ®akecutive officers which are competitive in itdustry and in its geographic region for
similar positions requiring similar qualificationig. determining executive officers' salaries, th@mpensation Committee considers salary
surveys of companies in similar industries, andinfilar size and geographic location. Companiescset! for salary comparisons are not
necessarily the same companies used to compatepdormance in the chart under the heading "Corspa Of Shareholder Return.”

The Compensation Committee generally evaluatepahfiermance and sets the salary of the Company&f Ekecutive Officer, Dr.
Armstrong, on an annual basis. Dr. Armstrong euekithe performance of all other executive officaral recommends salary adjustments
which are subject to review and approval by the Gemsation Committee. Performance evaluations flividual executive officers are bas
on individual goals. For Dr. Armstrong, these gaals set by the Compensation Committee and, fartladlr officers, these goals are set by
Dr. Armstrong. The goals of executive officers based on their individual management respons#slitin addition to reviewing the results
of the performance evaluations and information eoming competitive salaries, the Compensation Cdatamand Dr. Armstrong consider 1
financial condition of the Company in evaluatingpsg adjustments. The salaries are evaluated b dmpensation Committee, with each
member using his personal judgment and subjecliotfs to assess performance.

BONUSES. The Company seeks to provide additioredntives and rewards to executives who make cartiiftis of outstanding value to 1
Company. For this reason, the Company may awaehtive compensation which can comprise a substgaition of the total compensati
of executive officers when earned and paid. Castuses are based on a subjective evaluation ofpeaftce and existing salary, rather thi
specific formula.

STOCK OPTIONS. The Committee believes that emplaméty ownership provides significant additionadentive to executive officers to
maximize value for the Company's shareholders tlam:fore makes periodic grants of stock optiordenthe Company's 1992 Option Plan.
Such options are granted at the prevailing markieeépand will only have value if the Company'scétprice increases over the exercise price.
Therefore, the Committee believes that stock optiarve to align the interest of executive officdasely with other shareholders because of
the direct benefit executive officers receive tlgleimproved stock performance.
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In fiscal year 1999, the Compensation Committeeardeterminations concerning the size and frequehoyption grants for executive
officers, after consideration of recommendatiosiithe Chief Executive Officer. Option grants wbesed upon relative position and
responsibilities of each executive officer, histatiand expected contributions of each officeh®sompany, and previous option grants to
such executive officers. Options were granted witipal to provide competitive equity compensatmmeikecutive officers compared to
executive officers of similar rank in companiegted Company's industry, geographic location ane. s&enerally, option grants vest over 1
years. Option grants for fiscal year 1999 are @ehfin the table entitled "Option Grants in La&dal Year" in the section entitled "Execut

Compensation and Other Matters."

COMPENSATION COMMITTEE

R. Douglas Armstrong
Mary L. Campbell

Stephen G. Emerson
Robert J. Kunze
Joseph A. Taylor
Arthur F. Staubitz
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COMPARISON OF SHAREHOLDER RETURN

Set forth below is a line graph comparing changdahé cumulative total return on the Company's Comistock, a broad market index (the
Nasdaq Stock Mark-U.S. Index (the "Nasdaq Index")) and an industigeix (those companies that selected the saméhiiest digits of their
primary Standard Industrial Classification Code Ndemas the Company, 283, and have a market capiiiain of less than $200 million (the

"Industry Index")) for the period commencing on Redyy 4, 1997, the date the Common Stock commetnadihg on the Nasdaq National
Market, and ending on June 30, 1999.

COMPARISON OF CUMULATIVE TOTAL RETURN FROM FEBRUARY 4, 1997 THROUGH JUNE 30,
1999

AASTROM BIOSCIENCES, INC., INDUSTRY INDEX AND NASDAQ INDEX
[GRAPH APPEARS HERE]

[Aastrom Nasdaq Index Industry Index]

COMPANY/ | NDEX 2/ 4/97 6/30/97 12/31/97 6/30/98 12/31/98 6/30/99
Aastrom.................... $100. 00 $101.8 $62.5 $ 53.6 $41.1 $ 17.9
Nasdaq Index................ 100.00 105.0 115. 138.3 162.0 198.3
Industry Index.............. 100. 00 81.2 70. 2 55.7 40. 8 41.4

(1) Assumes that $100.00 was invested on Februat99¥% in the Company's Common Stock and each jratekthat all dividends were
reinvested. No cash dividends have been declar¢ldeo@ompany's Common Stock. Shareholder returestbe indicated period should not
be considered indicative of future shareholderrnstu
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PROPOSAL 1
ELECTION OF DIRECTORS

The Company has a classified Board of Directorseruly consisting of two Class Il directors (MaryCampbell and Arthur F. Staubitz), two
Class Il directors (R. Douglas Armstrong and Jbs@&pTaylor), and two Class | directors (RoberKdnze and Stephen G. Emerson), who
will serve until the Annual Meetings of Sharehoklay be held in 1999, 2000 and 2001, respectiaelg,until their respective successors are
duly elected and qualified. Directors in a classelected for a term of three years to succeeditbetors in such class whose terms expire at
such annual meeting. Information regarding eacleddar is set forth in the Section captioned "GENERNFORMATION--Directors."

Management's nominees for election at the Annuativg of Shareholders to fill the Class Il posisamn the Board of Directors are Mary L.
Campbell and Arthur F. Staubitz. If elected, thenimeees will serve as directors until the Compafyiaual Meeting of Shareholders in 2002,
and until their successors are elected and qualifiea nominee declines to serve or becomes ulanlaifor any reason, or if a vacancy oct
before the election, the proxies may be voted dechssubstitute nominee as the proxy holders maiguate.

If a quorum is present, either in person or by prale two nominees for the positions as Clas$rdatiors receiving the highest number of
votes will be elected. Abstentions and broker notes will have no effect on the vote, except thst@ntions will be counted as shares
present for purposes of determining the preseneeqoiorum. THE BOARD OF DIRECTORS UNANIMOUSLY RECOMENDS A VOTE
"FOR" THE NOMINEES NAMED ABOVE.

PROPOSAL 2

APPROVAL OF ISSUANCE OF COMMON STOCK UPON
CONVERSION OF 1999 SERIESII1 PREFERRED STOCK

On May 27, 1999 the Company sold 3,000 shares ofeitvly created 1999 Series Il Convertible Pref@i$tock (the "Series Il Shares") to
one investor for an aggregate purchase price ofi§®n. The shares of Series Il Shares are cadibler at the option of the holder, into
shares of the Company's Common Stock at the lofw@r $2.34, or (ii) a price based on the markétgiof the Company's Common Stock
prior to conversion. With limited exceptions, theees of Series 11l Shares are not convertible @ammon Stock until January 23, 2000 and,
subject to extension under certain circumstancélsauwtomatically convert into Common Stock on M2, 2002, unless converted earlier. In
general, the Company may require the holders toardthe Series Il Shares if the average closidgobice of the Company's Common St
exceeds $4.68 for specified periods after Septe@®e2009, or upon certain changes of control &asns.

If conversion of the Series Il Shares were to tpleee as of September 30, 1999, approximately32080 shares (the "Shares") of Common
Stock would be issued to holders of the SerieShkres. However, because the number of sharesnaf@n Stock issued upon conversion of
the Series lll Shares is based upon the market ptithe time of conversion, the ultimate numbeshafres to be issued in unknown. In order
to comply with the rules of the Nasdaqg Stock Mapettaining to the issuance of new shares, appfovédsuances of 20% or more of the
Company's outstanding stock is required by theestadders of the Company. By approving this propasal shareholders are approving the
issuance, if required, of more than 20% of thetantding shares of the Company's Common Stock upowegsion of the Series Il Shares.

If the shareholders do not approve this propokah the Company may be forced to refund some af #tle funds advanced by the investor
at a time when the Company's cash resources aadglcommitted to other uses.

The Shares may be offered for sale from time t@ tafter such conversion by or on behalf of the &iotif the Series Il Shares (the "Selling
Shareholder"). The Series Il Shares were issu@dmmection with an equity
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financing pursuant to a Securities Purchase Agreeriitée Company will not receive any proceeds feaies of the Shares by the Selling
Shareholders or from conversions, if any, of theeSdll Shares. The Company has agreed to redisteBhares for resale under the Secu
Act of 1933, as amended (the "Securities Act"). Toenpany is also obligated to list the Shares er\thsdaq National Market.

The Shares may be offered for sale in one or nraresactions (which may include block transacti@icted on the Nasdaqg National Mar
(or any national securities exchange or U.S. idesler quotation system of a registered natioralrgées association, on which the Shares
are then listed), in sales occurring in the putviarket off such exchange, in private negotiatedsations, through the writing of options on
the Shares, short sales or in a combination of susthods of sale, and on terms and at prices th&inable. The Company has agreed to
indemnify in certain circumstances the Selling 8hatder against certain liabilities, including liities under the Securities Act. The Selling
Shareholder has agreed to indemnify the Compangneeltain circumstances against certain liabdjtiecluding liabilities under the
Securities Act.

The Company will bear all reasonable expensesiiadun connection with the registration of the Sisafior resale, including, without
limitation, all registration and filing fees impabkby the Securities and Exchange Commission, theha Association of Securities Dealers,
Inc. and blue sky laws, printing expenses, trarafients' and registrars' fees, and the reasoredseahd disbursements of the Company's
outside counsel and independent accountants, blitdimg brokerage commissions, underwriting dis¢sum commissions, if any, and other
expenses incurred by the Selling Stockholder iroffer and sale of the Shares.

VOTE REQUIRED AND BOARD OF DIRECTORSRECOMMENDATION.

The affirmative vote of a majority of the votes ttasthe Annual Meeting of Shareholders, at whicjuarum is present and voting, either in
person or by proxy, is required for approval oftpioposal. Abstentions will have the same effea aegative vote. Broker non-votes will
have no effect on the outcome of the vote.

The Board of Directors believes that the approvahe issuance of Common Stock upon conversioh®&eries 11l Stock is in the best
interests of the shareholders and the Companyéordasons stated above. THEREFORE, THE BOARD GRERITORS UNANIMOUSLY
RECOMMENDS A VOTE "FOR" THE APPROVAL OF THE ISSUANEOF COMMON STOCK UPON CONVERSION OF THE SERI
Il STOCK.

PROPOSAL 3

RATIFICATION OF APPOINTMENT OF
INDEPENDENT PUBLIC ACCOUNTANTS

The Board of Directors of the Company has seleBrézkwaterhouseCoopers LLP as its independent ataats to audit the financial
statements of the Company for the fiscal year elddee 30, 2000. PricewaterhouseCoopers LLP had ecgeich capacity since its
appointment in July 1997. A representative of RvimerhouseCoopers LLP is expected to be pres¢iné @&nnual Meeting of Shareholders
with the opportunity to make a statement if therespntative desires to do so, and is expected &vditable to respond to appropriate
guestions.

The affirmative vote of a majority of the votes ttasthe Annual Meeting of Shareholders at whictuarum is present and voting, either in
person or by proxy, is required for approval oftpioposal. Abstentions will have the same effsa aegative vote. Broker non-votes will
have no effect on the outcome of the vote. THE BOABRF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE "FORTHE
APPOINTMENT OF PRICEWATERHOUSECOOPERS LLP AS THEI@RANY'S INDEPENDENT ACCOUNTANTS FOR THE
FISCAL YEAR ENDING JUNE 30, 2000.
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SHAREHOLDER PROPOSALSTO BE PRESENTED
AT NEXT ANNUAL MEETING

Proposals of shareholders intended to be presantbeé next Annual Meeting of the Shareholderdqief@ompany must be received by the
Company at its offices at 24 Frank Lloyd Wright & Ann Arbor, Michigan, 48106, (other than progssaade under Rule 14a-8 of the
Securities and Exchange Act of 1934, as amendedyiby 11, 2000.

TRANSACTION OF OTHER BUSINESS

At the date of this Proxy Statement, the only besgwhich the Board of Directors intends to preseknows that others will present at the
meeting is as set forth above. If any other maitenatters are properly brought before the meetingny adjournment thereof, it is the
intention of the persons named in the accomparfgirg of proxy to vote the proxy on such mattera@cordance with their best judgment.

By Order of the Board of Directors

Todd E. Simpson
Secretary

October 8, 1999
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AASTROM BIOSCIENCES, INC.

PROXY FOR ANNUAL MEETING OF SHAREHOLDERS
SOLICITED BY THE BOARD OF DIRECTORS

The undersigned hereby appoints R. Douglas Armgtesrd Todd E. Simpson, and each of them, withpioder of substitution to represent
the undersigned and to vote all of the sharesooksbf Aastrom Biosciences, Inc. (the "Company"jakithe undersigned is entitled to vote
the Annual Meeting of Shareholders of the Companriyet held at the Holiday Inn North Campus, Ann Artdichigan on Wednesday,
November 17, 1999 at 9:00 a.m., and at any adjoentthereo

() as hereinafter specified upon the proposatdisin the reverse side and as more particularlgritbes in the Company's Proxy Statement,
receipt of which is hereby acknowledged, and fii)hieir discretion upon such other matters as nmaggyly come before the meeting.

THE SHARES REPRESENTED HEREBY SHALL BE VOTED AS SBREIED. IF NO SPECIFICATION IS MADE, SUCH SHARES
SHALL BE VOTED FOR PROPOSAL 1, PROPOSAL 2 AND PRCBAL. 3.

A vote FOR the following proposals is recommendgdhe Board of Directors:
1. ELECTION OF DIRECTORS

Nomi nee: Mary L. Canpbell
[_] FOR [_] WTHHELD

Nomi nee: Arthur F. Staubitz
[.] FOR [_] WTHHELD

2. To approve the issuance of the Company's Contmek upon the conversion of up to 3,000 sharglseol 999 Series Il Preferred Stock.

[ ] FOR [_] AGAINST [_] ABSTAIN

3. To approve the selection of PricewaterhouseQsdpeP as the Company's independent public accatmfar the year ending June 30,
2000.

[ ] FOR [ ] AGAINST [ ] ABSTAIN

CONTINUED AND TO BE SIGNED ON REVERSE SIDE



Signature(s)

MARK HERE FOR ADDRESS CHANGE AND NOTE BELOW

Date:

[

o

Even if you are

pl anning to attend
the nmeeting in
person, you are
urged to sign and
mail the Proxy in
the return envel ope
so that your stock
may be represented
at the neeting.

Sign exactly as
your nanme(s)
appears on your
stock certificate

I f shares of stock
stand on record in
the nanes of two or
nore persons or in
the nane of husband
and wi fe, whether
as joint tenants or
ot herwi se, both or
all of such persons
shoul d sign the
above Proxy. |f
shares of stock are
hel d of record by a
corporation, the
Proxy shoul d be
executed by the
President or Vice
Presi dent and the
Secretary or
Assi st ant

Secretary, and the
corporate sea
shoul d be affixed
thereto. Executors
or adm nistrators
or other
fiduciaries who
execute the above
Proxy for a
deceased

shar ehol der shoul d
give their title.

Pl ease date the

Pr oxy.
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