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7015 Albert Einstein Drive
Columbia, MD 21046

' Tel: 443.545.1800
Fax: 443.545.1701

THERAPEUTICS. INC www.Osiris.com

April 8, 201:

Dear Stockholders,

You are cordially invited to attend the 304nnual Meeting of Stockholders of Osiris TheraE) Inc. to be held at 2:00 p.m. Eastern
Daylight Time ("EDT"), on Thursday, May 30, 2013,carr corporate offices located at 7015 Albert EisDrive, Columbia, Maryland
21046.

At the Annual Meeting, we will ask you tote on:

1. The election of two directors, each for a termhwée years and until their respective successerdwdy elected and qualified,;

2. The ratification of the appointment of Grant ThamLLP as our independent registered public acéogrirm for the fiscal
year ending December 31, 2013; and

3. Such other matters as may properly come béfierédnnual Meeting, or any adjournments or postpuatgs thereof.

If you were a stockholder of record at ¢hase of business on April 5, 2013, you are entittenotice of, and to vote at, the annual
meeting. Your vote is very important to us. You nvaye over the Internet or, if you request to reee printed copy of the proxy materials,
by completing, signing and mailing a proxy cardnBfcial stockholders may also vote by telephonéalpwing the directions provided on
the Notice of Internet Availability Voting Instruons.

Sincerely,

2,

C. Randal Mills, Ph.D.
President and Chief Executive Offic
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OSIRIS THERAPEUTICS, INC.
NOTICE OF 2013 ANNUAL MEETING OF STOCKHOLDERS

TIME: 2:00 P.M. EDT on Thursday, May 30, 20

PLACE: Osiris Therapeultics, Inc.
7015 Albert Einstein Drive
Columbia, Maryland 2104

ITEMS OF BUSINESS: 1. To elect two members of the Board of Directors hefac
a three-year term and until their respective sigmssare
duly elected and qualifier

2. To ratify the appointment of Grant Thornton LLPcas
independent registered public accounting firm Far t
fiscal year ending December 31, 20

3. To consider such other business as may properly be
brought before the 2013 Annual Meeting and any
adjournment or postponement there

RECORD DATE: You are entitled to vote at the 2013 Annual Meetfngu
were a stockholder of record at the close of bissims
April 5, 2013.

ANNUAL MEETING ADMISSION:  We hope you will be able to attend the Annual MagtiYou
may be asked to present valid picture identificatibthe
Annual Meeting, such as a driver's license or passp
Cameras, recording devices and other electroniceswill
not be permitted at the meetir

PROXY VOTING: It is important that your shares be representedvatet] at
the meeting. You may vote your shares by votingearson
the meeting, by Internet, or by completing andnréhg a
proxy card. Beneficial stockholders may also vote b
telephone. See details under the heading "Howwvaboel?"

BY ORDER OF THE BOARD OF
DIRECTORS

m;z,?&;_fg%

Philip R. Jacoby, Jr.
Corporate Secretar

April 8, 2013

Important Notice Regarding the Availability of Proxy Materials for the Stockholder Meeting
To Be Held on May 30, 2013:

The proxy statement and annual report to security blders are available



at http://mwww.pstvote.com/osiris2013
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7015 Albert Einstein Drive

. Columbia, MD 21046
Tel: 443.545.1800
Fax: 443.545.1701
THERARPEUTICS., INC www.Osiris.com

April 8, 201:

PROXY STATEMENT FOR 2013 ANNUAL MEETING OF STOCKHOL DERS

This proxy statement provides information that youshould read before you vote on the proposals thatilvbe presented at the
2013 Annual Meeting of Stockholders of Osiris Thenpeutics, Inc. The 2013 Annual Meeting is scheduldd be held on Thursday,
May 30, 2013, at 2:00 p.m., EDT, at Osiris Therapdies, Inc.'s principal executive office, located af015 Albert Einstein Drive,
Columbia, Maryland 21046.

On or about April 20, 2013, we will begin mailing éher a Notice of Internet Availability of Proxy Materials or, in certain cases,
printed sets of the proxy materials, including theNotice of 2013 Annual Meeting of Stockholders, thiproxy statement, the
accompanying proxy card, the Annual Report on FormL0-K for the year ending December 31, 2012 and OsrTherapeutics, Inc.'s
2012 Annual Report to Stockholders, to stockholdera/ho according to our records owned shares of outocnmon stock at the close of
business on April 5, 2013. For those stockholders record located outside of the United States, naté is also being sent by email or
facsimile to any email or facsimile number providecby the stockholder, and appearing on the recordsfahe financial institution that
holds the shares.

This proxy statement and the accompanying annual port to stockholders are also available electronidly at
http://investor.osiris.com/documents.cfm.
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GENERAL INFORMATION ABOUT THE ANNUAL MEETING
Why am | receiving these proxy materials?

We are providing you with proxy materiads,access thereto, in connection with the solicitaby the Board of Directors of Osiris
Therapeutics, Inc., a Maryland corporation ("Osglrike "Company," "we," "us" or "our"), of proxi¢s be used at our 2013 Annual Meetin
Stockholders and at any adjournment or postponethergof. Stockholders are invited to attend th&32A@nnual Meeting, which is schedu
to be held at 2:00 p.m., EDT, on Thursday, MayZ1,3, and are requested to vote on the proposstsibed in this Proxy Statement.

A full set of printed proxy materials, oNatice of Internet Availability of Proxy Materia(8Notice of Internet Availability") will be sent
to holders of record and beneficial owners of ammmon stock, starting on or around April 20, 204:3] the proxy materials, including the
Notice of Annual Meeting, Proxy Statement, Proxyd;2012 Annual Report on Form-K and our 2012 Annual Report, will be made
available to stockholders on the Internet on teesdate.

Why did | receive a Notice of Internet Availability of Proxy Materials instead of a full set of proxymaterials? Alternatively, why did |
receive a full set of printed proxy materials thisyear instead of a Notice of Internet Availability?

Pursuant to rules adopted by the SecutiesExchange Commission ("SEC"), we are providiocess to the Company's proxy mate
over the Internet rather than printing and mailing proxy materials. We believe electronic delivetly expedite the receipt of materials and
will help lower our costs and reduce the environtakimpact of our annual meeting materials. Thaesfa Notice of Internet Availability wi
be mailed to holders of record and beneficial owrdrour common (or e-mailed, in the case of stotddrs of record that have previously
requested to receive proxy materials electronigaligrting on or around April 20, 2013. The Notiddnternet Availability will provide
instructions as to how stockholders may accessearnédw the proxy materials, including the NoticeAofnual Meeting, Proxy Statement,
Proxy Card, 2012 Annual Report on Form 10-K and2fk2 Annual Report, on the website referred tin@Notice of Internet Availability
or, alternatively, how to request that a copy @f phoxy materials, including a proxy card, be gerthem by mail. The Notice of Internet
Availability will also provide voting instructionsn addition, stockholders of record may requeset®ive the proxy materials in printed form
by mail or electronically by e-mail on an ongoirasts for future stockholder meetings. Please g twhile our proxy materials are
available at the website referenced in the Notidaternet Availability, and our Notice of Annualééting, Proxy Statement and 2012 Annual
Report on Form 10-K and our 2012 Annual Reportaanalable on our website, no other information eamdd on either website is
incorporated by reference in or considered to partiof this document.

Our holders of record of our common stoakymeceive a full set of printed proxy materials §ear instead of a Notice of Internet
Availability either because that stockholder presly requested to receive materials in printed forrhecause the Company has the option to
stratify its mailing by sending a Notice of Interevailability to certain stockholders and a futinged set of proxy materials to others. The
following questions and answers about the proxyenms and the Annual Meeting, while generally refeg to the Notice of Internet
Availability, apply equally to those stockholdeexeiving a full set of printed proxy materials

What information is contained in these materials?

The information included in this Proxy ®taent relates to proposals you will vote on at2®&3 Annual Meeting, the voting process,
compensation of directors and our named execuffi@ecs in 2012 and certain other information.

2
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How may | obtain directions to attend the 2013 Annal Meeting of Stockholders and vote in person?

Beneficial owners of our common stock mhyam directions to attend the meeting and votgeirson by calling the toll-free number
provided on the Notice of Internet Availability, wisiting the website dittp://mwww.proxyvote.com or sending us an e-mail at
sendmaterial @proxyvote.com. Registered stockholders may obtain directions ¢ontieeting and vote in person by visiting the webait
http: //mww. pstvote.com/osiris2013 .

Why did | receive more than one Notice of InternefAvailability or set of printed proxy materials?

You may receive multiple Notices of Interdevailability or sets of printed proxy materiafsyibu hold your shares of Osiris's common
stock in multiple accounts (such as through a hiade account and an employee benefit pldiypu hold your shares of Osiris's common
stock in multiple accounts, you should vote your sires as described in each separate Notice of InteghAvailability or set of printed
proxy materials you receive.

If you are a stockholder of record, you nsaptact the Corporate Secretary, Osiris Therapgutic., 7015 Albert Einstein Drive,
Columbia, Maryland 21046 (telephone: (443) 545-38D@ou are currently receiving multiple NoticeSloternet Availability or sets of
printed proxy materials and want to request dejivdra single Notice of Internet Availability ortsef printed proxy materials in the future. If
your shares are held in "street name" and you teaintrease or decrease the number of Noticestefriat Availability or sets of printe
proxy materials delivered to your household inftitere, you should contact your broker, bank oeottustodian who holds the shares on
your behalf.

What is the difference between a "stockholder of reord” and a "street name" holder?

If your shares are registered directlyduryname with Osiris's transfer agent, Philadeli@tack Transfer, Inc., you are considered a
"stockholder of record" or a "registered holder'ttofse shares. In such case, a Notice of Intermeti@bility or set of printed proxy materials
has been sent to you directly by Philadelphia Staeksfer.

If your shares are held in a stock brokeragcount or by a bank, trust or other nomineaustatlian, you are considered the "beneficial
owner" of those shares, which are held in "stregte" A Notice of Internet Availability or set ofipted proxy materials has been forwarded
to you by or on behalf of your broker, bank, treste other holder, who is considered the stockhafleecord of those shares. As the
beneficial owner, you have the right to direct ybusker, bank, trustee or other holder of recortbdsow to vote your shares by following its
instructions for voting.

Who is entitled to vote at the 2013 Annual Meeting?

Osiris's Board of Directors has establishpd| 5, 2013 as the record date for the 2013 AaiiMeeting of Stockholders. Only
stockholders of record at the close of businesthemecord date are entitled to receive noticeuodl to vote at, the 2013 Annual Meeting. At
the close of business on April 5, 2013, there v@2830,429 outstanding shares of Osiris's comnusksEach share of common stock is
entitled to one vote on each matter properly brobgfore the 2013 Annual Meeting.

What will | vote on?
There are two proposals scheduled to bedvoh at the 2013 Annual Meeting:

. the election of two members of our Board of Direst@ach to serve for a three-year term expirintge@tnnual meeting of
stockholders to be held in 2016 and until theircessors shall be duly elected and qualified; and

3
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. the ratification of the appointment of Grant ThemLLP as our independent registered public acéogiiirm for the fiscal
year ending December 31, 2013.
How many votes must be present to hold the 2013 Anal Meeting?

A "quorum" is necessary to call the 201Bal Meeting to order and transact business. Auuads established if the holders of a
majority of the votes entitled to be cast by staillers are present at the meeting, either in pesstay proxy. Abstentions and broker non-
votes are counted as present for purposes of dieiegra quorum. Shares of common stock represdmtezkecuted proxies received by the
Company will be counted for purposes of establiglimuorum at the meeting, regardless of how otthénesuch shares are voted on any
specific proposal.

What are the voting recommendations of Osiris's Boal of Directors?

Osiris's Board of Directors recommends toat vote your shares as follows:

. "FOR " the election of each of the two nominees to tbard; and
. " FOR " the ratification of the appointment of Grant Thimn LLP as Osiris' independent registered puldamanting firm for
the fiscal year ending December 31, 2013.

How do | vote?
You may vote in several different ways:
In person at the 2013 Annual Meeting

You may vote in person at the 2013 Annuaklhg. You may also be represented by anotheopeitsthe meeting by executing a proxy
properly designating that person. If you are thedlfieial owner of shares held in "street name," yoist obtain a legal proxy from your
broker, bank or other holder of record and pre#dntthe inspectors of election with your ballottie able to attend and vote in person at the
meeting.

By telephone

Beneficial stockholders may vote by callthg telephone number specified on the Voting Ueston Form. Please have your proxy card
handy when you call and use any touch-tone photransmit your voting instructions. Record stockless do not have the option to vote
their shares by telephone.

By Internet

You may vote by using the Internet by faling the instructions on your Notice of Internetaability. Beneficial owners may vote th
shares using the Internetvatw.proxyvote.com to submit your voting instructions. Record stockless may vote their shares using the
Internet atwww.pstvote.com/osiris2013 to submit your voting instructions. Please haverymoxy card handy when you go online. If you vote
on the Internet, you may also request electronivahy of future proxy materials.

By mail

You may vote by completing, signing, datargl returning a proxy card. A proxy card is audéaon line at the website provided in the
Notice of Internet Availability, and a proxy cardlivalso be mailed to you with a full set of proryaterials upon request. If you did
receive a Notice of Internet Availability, but iesid received delivery of a full set of proxy madks; a proxy card is
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included with the full set of proxy materials madlil® you. In either case, a postage-paid envelappdevprovided along with the proxy card.

Unless in the unlikely event the meetingdfourned or postponed, in which case the time logagxtended, telephone and Internet vc
for stockholders of record will be available uritil:59 PM Eastern Time on May 27, 2013, and mailedypcards must be received by
May 27, 2013 in order to be voted at the Annual tibge The availability of telephone and Interneting for beneficial owners of other
shares held in "street name" will depend on yookér, bank or other holder of record and we recomubat you follow the voting
instructions on the Notice of Internet Availabilityat you receive from them.

If you are mailed or otherwise receive btain a proxy card or voting instruction card, god choose to vote by telephone or by
Internet, you do not have to return your proxy aardoting instruction card. However, even if ydarpto attend the 2013 Annual Meeting,
we recommend that you vote your shares in advaméeas your vote will be counted if you later dexiabt to attend the meeting.

How can | change my vote?
If you are a stockholder of record, you mayoke your proxy before it is exercised by:

. Sending a written notice to the Corporate Secretasyris Therapeutics, Inc., 7015 Albert EinsteiivB, Columbia, Maryland
21046, stating that your proxy is revoked. Theg®thust be received prior to the 2013 Annual Megtin

. Signing and delivering a latelated proxy card to the Corporate Secretary afiing by telephone or using the Internet, so
it is received prior to the 2013 Annual Meeting;

. Voting by telephone or using the Internet afterdaée of your proxy card and before the 2013 Aniexéting; or

. Attending the 2013 Annual Meeting and voting inguer by ballot. Your attendance at the 2013 Annueétihg in person will
not cause your previously granted proxy to be redaknless you specifically so request or you vgtbdilot at the meeting.

If you are a beneficial owner of shareglhrl'street name", you may submit new proxy vofimgructions by contacting your bank,
broker or other holder of record.
Who will count the votes?

A stockholder will be appointed at the 2@#ual Meeting to serve as the Company's inspedtetection at the 2013 Annual Meeting
and will tabulate the votes.
What is an abstention?

An "abstention" occurs when a stockholdezceites a proxy using the Internet, by phone aebyrning a proxy card, but he or she
refrains from voting as to a particular matter bglicating that he or she "abstains" as to thatenatt
What is a broker non-vote?

Broker non-votes occur when a broker, sagch bank holding shares on behalf of beneficialeyg; does not receive voting instructions
from the beneficial owners at least ten days betfoeaneeting. If that happens, the broker may tlatse shares only on matters deemed
“routine," such as the ratification of the appoiatrof the independent registered public accourfting On non-routine matters, brokers
cannot vote unless they receive voting instructioo beneficial owners,
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resulting in the submission by the brokers of peexndicating so called "broker non-votes." Alltoé items being considered at the 2013
Annual Meeting, except for the ratification of thgpointment of the independent registered pubkoasting firm, are considered "non-
routine" matters.

What vote is required to approve each proposal antdow are votes counted?

Proposal 1: Election A plurality of the votes cast is required to ¢ledirector, assuming the presence of a quorur.tiwb individuals

of Director Nominees receiving the most votes will be elected. Abstaemtiare not counted for purposes of electing dirsctbou may vote
FOR each nominee or WITHHOLD your vote from eitbeboth nominees. Votes that are withheld will bet
included in the vote tally for the election of diters. Assuming that only two nominees are propdsedlection and
at least one vote is cast for each of the nomirsestentions and broker non-votes will have noceffe the result of
the vote.

Proposal 2: Ratify Approval of the proposal to ratify the appointmefiGrant Thornton LLP as our independent registgraulic

Appointment of accounting firm for the fiscal year ending DecemB&r2013 requires the affirmative vote of the leoddof a majorit
Independent of the votes cast at the Annual Meeting, assuntiagptesence of a quorum. Brokers may vote on toisgsal on a
Registered Public discretionary basis without direction from stocldasks. Abstentions are not considered as voteoaste matter ar
Accounting Firm thus will have no effect on the results of the vdtke are not required to obtain the approval ofsiackholders to

select our independent registered public accouriitimg However, if our stockholders do not ratifyetappointment
of Grant Thornton LLP as our independent registgngalic accounting firm for the fiscal year endidgcember 31,
2013, the Audit Committee of our Board of Directoray determine to reconsider the appointm

Who will bear the costs of soliciting these proxiés

We will pay all of the costs of solicitinlgese proxies. Our directors and employees magisptioxies in person or by telephone, fax or
email. We will pay these employees and directoradhuditional compensation for these services. Weaslt banks, brokers and other
institutions, nominees and fiduciaries to forwardde proxy materials to their principals and taobauthority to execute proxies. We will
then reimburse them for their expenses. We doxyda to engage a third party to assist us in dfieitation.

Where can | find the voting results of the 2013 Annal Meeting?

We will announce preliminary voting resudtsthe 2013 Annual Meeting and will publish fimasults in a Current Report on ForniKge
be filed with the SEC within four business daysha 2013 Annual Meeting.

How do | obtain a separate Notice of Internet Avadbility or set of printed proxy materials if | share an address with other
stockholders?

When more than one stockholder of recor@sifis's common stock shares the same addressaweleliver only one Notice of Internet
Availability or set of printed proxy materials toat address
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unless we have received contrary instructions fooi or more of those stockholders. Similarly, brekend other nominees holding shares of
Osiris's common stock in "street name" for moretbae beneficial owner with the same address miyedenly one Notice of Internet
Availability or set of printed proxy materials tioat address if they have received consent frometheseficial owners. We will deliver
promptly upon written or oral request a separatédd®f Internet Availability or set of printed pep materials to any stockholder at a shared
address to which a single Notice of Internet Avality or set of printed proxy materials was deligd. To receive additional Notices of
Internet Availability or sets of printed proxy masds, or if you are a stockholder of record andiledike to receive separate Notices of
Internet Availability or sets of printed proxy megds for future annual meetings, you may call eitevthe Corporate Secretary, Osiris
Therapeutics, Inc., 7015 Albert Einstein Drive, @uobia, Maryland 21046 (telephone: 443-545-1800yolf are a beneficial owner of shares
held in "street name" and would like to receiveasafe Notices of Internet Availability or sets ofrped proxy materials, you may contact
your bank, broker or other holder of record. Initidd, if you are a stockholder of record who sisalee same address with anot

stockholder of record and you currently receiveasaie copies of the Notice of Internet Availabilityset of printed proxy materials, you may
write or call the Office of the Secretary as indithabove to request that a single Notice of ImteAvailability or set of printed proxy
materials be delivered to that address.

How can | obtain a copy of Osiris's Annual Report @ Form 10-K for the year ended December 31, 20127

Osiris will, upon receipt of a request irtimg, provide without charge to each person fnwhom proxies are being solicited for the 2!
Annual Meeting a copy of our Annual Report on FAGaK for the year ended December 31, 2012, inclytlie financial statements and any
schedules, required to be filed with the Securiied Exchange Commission, excluding exhibits. Wg mgose a reasonable fee for
providing the exhibits to the Form 10-K. Requesisusd be made to Corporate Secretary, Osiris Tleertags, Inc., 7015 Albert Einstein
Drive, Columbia, MD 21046. Osiris's Annual Repantleorm 10-K is also available free of charge thiotle Investor Relations—SEC
Filings link on our websitehttp://investor.osiris.com/documents.cfm.

PROPOSALS TO BE PRESENTED AT THE ANNUAL MEETING
PROPOSAL NO. 1—ELECTION OF DIRECTOR NOMINEES

The Board currently consists of five menshetassified into three classes as follows: Jayidyes and Hans-Georg Klingemann
constitute the Class | directors, with a term egdinhthis Annual Meeting; C. Randal Mills and FeBxtzwiller constitute the Class Il
directors, with a term ending at the Annual Meetindpe held in 2014; and Peter Friedli constitdtesClass IlI director, with a term ending
the Annual Meeting to be held in 2015. In each casbject to earlier death, resignation, removaktirement, the directors remain in office
until their respective successors are duly eleatetiqualified, notwithstanding the expiration of ththerwise applicable term.

On February 12, 2013, our Board acceptedehommendation of its Nominating Committee, casgat of independent directors, to
nominate Mr. Moyes and Dr. Klingemann for re-electat the Annual Meeting for a term of three yaarserve until the 2016 Annual
Meeting of Stockholders, and until their succes$ange been elected and qualified, or until theili@adeath, resignation, retirement or
removal.
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Unless authority to vote for any of theseninees is withheld, the shares represented bjidlyeaxecuted proxy will be voteHOR the
election as directors of nominees Mr. Moyes anddlingemann. In the event that the any nominee Ehbecome unable or unwilling to
serve, the shares represented by a validly exequtedy will be voted for the election of such otlperson as the Board may recommend i
place, unless the Board chooses to reduce the muwhdeectors serving on the Board. We have nswoedo believe that any nominee will be
unable or unwilling to serve as a director.

OUR BOARD OF DIRECTORS RECOMMENDS A VOTE "FOR" THE ELECTION OF JAY MOYES AND HANS-GEORG
KLINGEMANN AS DIRECTORS.

PROPOSAL NO. 2—RATIFICATION OF THE APPOINTMENT OF G RANT THORNTON LLP AS OUR INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM FOR THE FISCAL YE AR ENDING DECEMBER 31, 2013

Our Board and management are committeldeauiality, integrity and transparency of our ficiahreports. Independent auditors play an
important part in our system of financial contlalaccordance with the duties set forth in its t@ritcharter, the Audit Committee of our
Board has appointed Grant Thornton LLP as our ieddpnt registered public accounting firm for ttsedil year ending December 31, 2013.
A representative of Grant Thornton LLP is expedtedttend this year's Annual Meeting, to be avéglab respond to appropriate questions
from stockholders, and to have the opportunity &kena statement if he or she desires to do so.

If the stockholders do not ratify the apynient of Grant Thornton LLP, the audit committeymeconsider its selection, but is not
required to do so. Notwithstanding the proposeification of the appointment of Grant Thornton Lbk the stockholders, the Audit
Committee, in its discretion, may direct the appoient of a new independent registered public adiogifirm at any time during the year
without notice to, or the consent of, the stockkadd if the Audit Committee determines that suchange would be in the Company's best
interests and the best interests of its stockhslder

The Board proposes that the stockholdeify the appointment of Grant Thornton LLP to seagour independent registered public
accounting firm for our fiscal year ending Decem®&y 2013, although such ratification is not regdiunder Maryland law or our Charter or
By-Laws.

Grant Thornton LLP has served as our inddpet registered public accounting firm since Apri| 2009 and audited our financial
statements for the four years ended December 32. Zhe audit report of Grant Thornton LLP on tt@@any's financial statements as of
and for the three fiscal years ended December(@Il2,2lid not contain any adverse opinion or digetaiof opinion, nor was such report
qualified or modified as to uncertainty, audit seap accounting principles.

The audit report of Grant Thornton LLP e effectiveness of internal control over financggorting as of December 31, 2012, did not
contain any adverse opinion or disclaimer of opiniand was not qualified or modified as to uncettgiaudit scope, or accounting princip!

During the fiscal years ended Decembe812, December 31, 2011 and December 31, 201¢h€iFompany had no disagreements
with Grant Thornton LLP on any matter of accountminciples or practices, financial statement disale, or auditing scope or procedure,
which disagreements, if not resolved to the satigia of Grant Thornton LLP, would have caused Giidrornton LLP to make reference to
the subject matter of the disagreement in conneetith its report; and (2) there have been no "rigide events” (as defined in Regulation S-
K ltem 304(a)(1)(v)).




Table of Contents

Recommendation of the Board of Directors

THE BOARD OF DIRECTORS RECOMMENDS A VOTE "FOR" THE RATIFICATION OF THE APPOINTMENT OF
GRANT THORNTON LLP AS OUR INDEPENDENT REGISTERED PU BLIC ACCOUNTING FIRM FOR THE FISCAL YEAR
ENDED DECEMBER 31, 2013, AND SUBMITTED PROXIES WILL BE VOTED IN FAVOR OF SUCH RATIFICATION UNLESS
A STOCKHOLDER INDICATES OTHERWISE WHEN SUBMITTING I TS PROXY.

STOCKHOLDER PROPOSALS AND NOMINATIONS FOR DIRECTOR

In order to be eligible for inclusion inrgeroxy materials for next year's Annual Meetingsbédckholders, any stockholder proposal to
take action at such meeting must be received aifffoes of Osiris Therapeutics, Inc. at 7015 Atldeinstein Drive, Columbia, Maryland
21046, no later than December 9, 2013. Any suchgzal shall be subject to the requirements of theyprules adopted under the Securities
Exchange Act of 1934.

Our By-Laws require advance notice of bes@to be brought before a stockholders meetiofyiding nominations of persons for
election as directors. Generally, under our By-Lawde timely, notice must be received by our ©oae Secretary no later than ninety
(90) days prior to the day we released our proatestent in connection with our previous year's ahmeeting (or one hundred twenty
(120) days if the business is to be included inoxy statement, or in the case of stockholderinations for election of directors);
provided, however, that in the event that the déthe annual meeting is changed by more tharyt(®@) days from the date of the prior
year's annual meeting, notice by the stockholddbettimely, must be so delivered no later thartyi(90) days prior to the newly annount
date that we will mail our proxy statement. Anylsuotice must include information specified in &y-Laws, including information
concerning the nominee or proposal, as the casebmagnd information about the stockholder's owniprsf our stock.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain infation with respect to the beneficial ownershimof common stock as of April 5, 2013 for
(a) the executive officers named in the Summary @amsation Table on page 24 of this proxy statenfphtach of our executive officers
and directors and director nominees, (c) all of@urent directors and executive officers as a grand (d) each stockholder that we know to
be the beneficial owner of more than 5% of our camrstock. Beneficial ownership is determined inomdance with the rules of the SEC .
includes voting or investment power with respedhtsecurities. We deem shares of common stotkrthg be acquired by an individual or
group within 60 days of April 5, 2013 pursuanthe exercise of options or warrants to be outstanftinthe purpose of computing the
percentage ownership of such individual or grow,those shares are not deemed to be outstanditigefpurpose of computing the
percentage ownership of any other person showmeitiatble. Except as indicated in footnotes tottdite, we believe that the stockholders
named in this table have sole voting and investrpenter with respect to all shares of common stdws to be beneficially owned by them
based on information provided to us by these
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stockholders. Percentage of ownership is base@®388,429 shares of common stock outstanding oil Bp2013.

Amount and
Nature of
Beneficial Percent of

Name and Address of Beneficial Owner Ownership Class(8)
Executive Officers and Directors(1)
Lode Debrabandere, Ph.I 145,00((2) —
Peter Fried| 15,232,84(3) 44.%
Felix Gutzwiller, M.D., Dr.P.H. 77,50( —
Philip R. Jacoby, Jr 69,124) —
Hans«Georg Klingeman, M.D., Ph.C 1,25(C
C. Randal Mills, Ph.D. 685,00((5) 2.(%
Jay M. Moyes 21,50( —
Michelle LeRoux Williams, Ph.D 120,75((6) —
All directors and executive officers as a groupé®sons 16,352,97 48.2%
Other 5% Stockholders
Venturetec, Inc. 4,103,30: 12.5%

c/o Osiris Therapeutics, Inc.

7015 Albert Einstein Drive

Columbia, Maryland 2104
Thomas Schmidheiny 3,053,26/(7) 9.2%

Zurcherstrasse 156

8645 Jona Switzerlar
BIH SA 2,658,11. 8.2%

3 Faubourg de'Hopital
2000 Neuchatel, Switzerlar

(1)

(2)
3)

(4)
()

(6)
(7)

(8)

Mailing address for all directors and office&ss/o Osiris Therapeutics, Inc., 7015 Albert Eins Drive, Columbia,
Maryland 21046.

Represents 145,000 shares issuable upon exercigtianfs.

Consists of 9,626,794 shares owned directly byrFetedli & Co., Inc.; 1,000,000 shares issuableruthe exercise of
outstanding warrants, assuming the warrants aneised in full for cash; 500,000 shares owned by Miedli's minor
daughter; 2,750 shares owned by Mr. Friedli's sppaisd 4,103,301 shares owned by Venturetec, IncENedli is
President of Venturetec, Inc. and the 100% bera¢favner and President of Peter Friedli & Co., Inc.

Consists of 12,500 shares owned directly by Mrog@nd 56,625 shares issuable upon the exerciatiohs.

Consists of 122,000 shares owned directly by DilsM8,000 shares owned in custodial accounts wBerd/ills is the
custodian; and 560,000 shares issuable upon theisx®f options.

Represents 120,750 shares issuable upon exercggianfs.

Consists of 395,154 shares owned directly byS3¢hmidheiny and 2,658,113 shares owned by BIH SA
Mr. Schmidheiny is the Chairman and controllingrehalder of BIH SA.

Percentage not provided if less than :
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MANAGEMENT—Information About the Board of Directors and Committees / Corporate Governance
Board of Directors

Our Charter and By-Laws provide that ousibess is to be managed by or under the direcfionoBoard of Directors (the "Board").
Our Board is divided into three classes for purpasfeclection. One class is elected at each aimaating of stockholders to serve for a three-
year term and until their respective successorsglaiseelected and qualifiel

The members of our Board, as well as thepective committee memberships, are as follows:

Committee Membership

Name Age Positions Audit  Compensation Nominating
Peter Friedli Chairman of the Board of
59 Directors
C. Randal Mills, Ph.D. President & Chief Executive
41 Officer
Felix Gutzwiller, M.D., 65 Chairman, Compensation and
Dr.P.H. Nominating Committee X X X
Jay M. Moyes 59 Chairman, Audit Committe X X
Hans-Georg
Klingemann, M.D.,
Ph.D. 63 Director X X X

Our Board currently consists of five menshetassified into three classes as follows: Jajidyes and Hans-Georg Klingemann, M.D.,
Ph.D. constitute a class with a term ending atAlmisual Meeting (the "Class | directors"); C. Ranilidls, Ph.D., and Felix Gutzwiller, M.D
Dr.P.H. constitute a class with a term ending atAhnual Meeting to be held in 2014 (the "Clasdiéctors"); and Peter Friedli constitutes a
class with a term ending at the Annual Meetingadbld in 2015 (the "Class Il director"). In eazdse, the directors remain in office
notwithstanding the expiration of the otherwiselagble term, until their respective successorshasen duly elected and qualified, or until
their earlier death, resignation, retirement oraeab.

On February 12, 2013, our Nominating Corntesitand Board, upon the recommendation and withppeoval of our independent
directors, determined to nominate Mr. Moyes andilingemann for re-election at the Annual Meetiog ferms of three years to serve until
the 2016 Annual Meeting of Stockholders, and uhgir successors have been elected and qualifiedhtd earlier death, resignation,
retirement or removal.

Set forth below are the names of the persmminated as directors and directors whose tdomst expire this year, their ages, the
officer positions held by them at Osiris, if anlyeir principal occupations or employment for astghe past five years, the length of their
tenure as directors and the names of other publigpanies in which such persons hold directorships:

Peter Friedli,age 59, is our Chairman of the Board and was cadeuof Osiris. Mr. Friedli has been a directoOsiiris since January
1996, except for the period between February and 2004. Since 1986, he has been a principal dhtlestment-banking firm Friedli
Corporate Finance, Inc., a leading Swiss ventup&aldirm which has made significant investmemighe biotechnology industry and has
been the primary source of financing for Osiris. Miriedli is also the President and a director eiM\enturetec Ltd., a Swiss publicly traded
investment company. Mr. Friedli has extensive eignee as an independent investment manager inneecdpital and has specialized in
investments domiciled in the United States in tteaa of biotechnology and technology. Previouséywiorked in the field of international
management consulting for service and industriedanies in Europe and the United States. He savadirector in certain private
companies. Mr. Friedli's business experience andcgeon the boards of other companies and orgtoir and particularly his
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longtime commitment to Osiris and extensive expexgein finance, enable him to contribute extengitelthe work of the Osiris board.

C. Randal Mills, Ph.D.age 41, is our President and Chief Executive Offigel joined us in this capacity in May 2004. Dill§has
also been a member of our Board since May 2004r Rrijoining Osiris, Dr. Mills was an executiveioér of RTI Biologics, Inc. ("RTI").
Dr. Mills served in several leadership position®at from its formation in 1998 until 2004, includj Vice President of Business
Development and Vice President of Operations an®RRrior to RTI, Dr. Mills was a member of the falimg management team of the
University of Florida Tissue Bank, Inc., the preglesor company to RTI. Dr. Mills received a bacHsldegree in microbiology and cell
science and a Ph.D. in drug development, both tf@University of Florida. Dr. Mills' leadershipdmanagement experience, as well as his
day-to-day service as Chief Executive Officer amxhnical expertise, make him a valued member oOties board.

Felix Gutzwiller,M.D., Dr.P.H., age 65, has been a member of ourdsiace 2003, and is Professor and Chairman dD#partment
Public Health of the University of Zurich Medicati®ol. Dr. Gutzwiller is also an elected membethaf Swiss Parliament. Dr. Gutzwiller
received a medical degree from the University addan 1974 and did his post-graduate trainingodth blarvard University and Johns
Hopkins University. He received his Dr.P.H. frone thohns Hopkins University School of Hygiene anblieiHealth in 1980. Dr. Gutzwiller
has received many honors and awards over the yetlrs health profession. Dr. Gutzwiller's exteeséxperience across the full spectrum of
the health sciences field is of significant valaete Osiris board. Dr. Gutzwiller makes importeomtributions as chairman of the Nomina
and Compensation Committees, including its evaduadif the performance and compensation of Osimgisagement team.

Jay M. Moyesage 59, has been a member of our Board since thpletion of our initial public offering in AugusD®6. From May
2008 through July 2009, Mr. Moyes served as thefFinancial Officer of XDx, Inc. Prior to that, MMoyes has served as the Chief
Financial Officer of Myriad Genetics, Inc. from &h996 until his retirement in November 2007, asdead as Myriad's Vice President of
Finance from July 1993 until July 2005. From 19891993, Mr. Moyes served as Vice President of kiraand Chief Financial Officer of
Genmark, Inc. Mr. Moyes held various positions with accounting firm of KPMG LLP from 1979 throu@j®91, most recently as a Senior
Manager. He holds an M.B.A. degree from the Uniteisf Utah, a B.A. degree in economics from WeS#te University, and is formerly a
Certified Public Accountant. Mr. Moyes has alsovseras a member of the Board of Trustees of tha Uife Science Association from 1999
through 2006. In April 2012, Mr. Moyes joined thedd of Directors of Puma Biotechnology, Inc.(NY$BYI), where he serves as the
Chairman of the Compensation and Corporate Govem@ommittees and is a member of the Audit Committér. Moyes' extensive
background in finance and accounting in the coméxte life sciences industry enables him to msigaificant contributions to our Board in
general, and particularly to the Audit Committee.

Hans-Georg Klingemann, M.D., Ph.[age 63, elected to the Board of Directors in 2@ the former Director of the Bone Marrow and
Stem Cell Transplant Program at Tufts Medical Ceimt®oston where he maintains a professorshipeatiniversity. Before coming to
Boston, Dr. Klingemann served as Director of Borartdw Transplant and Cell Therapy at Rush Univensiedical Center, and founding
Director of the Sramek Center for Cell Engineetim@hicago, lllinois. He has worked as a physic&aientist, educator and administrator in
leadership positions for over twenty years at waiacademic medical centers in Europe and Northrismmand has authored over 170
scientific and medical papers. Recently he was iapga Chief Medical and Scientific Officer of Conkst Inc. the cell therapy company he
founded in 2002. Dr. Klingemann received his M.ipnfi the University of Wirzburg Medical School, Gamy, and his Ph.D. from the
University of Marburg, Germany. Dr. Klingemann ses\as a member on the Audit, Compensation and NdiminCommittee.
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Our Board has determined that the followimgmbers of the Board qualify as "independent" utigie definition promulgated by The
NASDAQ Stock Market, Inc: Mr. Moyes, Dr. Gutzwilland Dr. Klingemann. Furthermore, our Board hasmieihed that none of tt
members of the three standing committees of thedloas any material relationship with us (eitheeclly or as a partner, stockholder or
officer of an organization that has a relationshith us), and therefore, each committee is "indejeti’ within the meaning of our
independence standards.

Board Leadership Structure

Our Corporate Governance Principles, wiih be found on the Investor Relations—Corporatee@m@nce section of our website at
http://investor.osiris.com/documents.cfiaescribe our policies concerning, among otherghithe role of the Board and management, propel
Board functions, independence, and committee nsaffére positions of Chairman of the Board and Chiafcutive Officer are currently held
by different persons, although we do not have &poéquiring that to be the case. Instead, our8bas the authority to choose its Chairr
in any way it deems best for us at any given pioititme. Accordingly, our Board reserves the rigghtest the responsibilities of the Chief
Executive Officer and Chairman in the same persan two different individuals depending on whabdélieves is in our best interest. At this
time, our Board has determined that separatiohexfe roles most appropriately suits us. Mr. Frisdliniquely qualified to serve as our
Chairman given his historical leadership of our Bois long history with us, and his skills anghexience in the biotechnology industry and
in matters of corporate finance. Further, our Bdatieves that this division of roles allows Dr.Ilglito focus more of his efforts toward the
management of our business. Our Board believeshbet is no single leadership structure that waeldnost effective in all circumstances
and, therefore, retains the authority to modify Board's structure to best address our circumssase@nd when appropriate.

Board's Role in Risk Oversight

At the direction of our Board of Directorge have instituted an enterprise-wide risk manageraystem to assess, monitor and mitigate
risks that arise in the course of our business.Bdard has determined that the Board of Directera whole, and not a separate committee,
will oversee the Company's risk management pro¢essh of our Board Committees has historically ssxlion specific risks within their
areas of responsibility, but the Board believes tha overall enterprise risk management procesmi® properly overseen by all of the
members of the Board. Our Audit Committee is pritgaesponsible to the Board in the planning, assesit and reporting of our risk profi
At this stage in the implementation of our risk mgement system, the Board reviews the status afrthementation of the process and
findings at every regularly scheduled Board meeting

Committees of the Board of Directors and Meetings

As described below, our Board has an AGdinmittee, a Compensation Committee and a Nomig&immittee.

Meeting Attendance. During the year ended December 31, 2012, thvere five meetings of the Board, and the variouaroétees of
the Board met a total of seven times. During 20t2then-incumbent director attended fewer than @5%e total number of meetings of the
Board and committees on which the director ser\iéel.do not have a policy on director attendanceratual Meetings, but all of our direct
are invited and encouraged to attend Annual MestiRgur directors attended last year's annual mgeeti

Audit Committee. Our Audit Committee met four times during 20TBis committee currently has three members, Mryé&4o
(Chairman), Dr. Gutzwiller and Dr. Klingemann. QAudit Committee has the authority to retain andnieate the services of our indepent
registered public accounting
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firm, reviews quarterly and annual financial sta¢ens, considers matters relating to accountingpad internal controls and reviews the
scope of annual audits. All members of the AuditnButtee satisfy the current independence standaaisaulgated by the Securities and
Exchange Commission and by the NASDAQ Marketplagke® as such standards apply specifically to mesntfeaudit committees. The
Board has determined that Mr. Moyes is an "auditimittee financial expert,” as defined by the red regulations of the SEC. None of the
members of the Audit Committee have participatethenpreparation of any of our financial statemetany time during the last three fiscal
years. Please also see the report of the Audit Gtigerset forth on page 28 of this proxy staterr

Compensation Committee.Our Compensation Committee met one time du2iitR. This committee currently has two members,
Dr. Gutzwiller (Chairman) and Dr. Klingemann. Ousr@pensation Committee administers our stock pladseviews, approves and makes
recommendations on our compensation policies, isescand procedures to ensure that legal and &dpcesponsibilities of the Board are
carried out and that such policies, practices andqulures contribute to our success. The Compensabmmittee is also responsible for
recommending to the independent members of ourdBib@ compensation of our Chief Executive Officed aur other officers, and conducts
its decision-making process with respect to theieswithout the Chief Executive Officer present.rAembers of the Compensation
Committee qualify as "independent" under the définipromulgated by the NASDAQ Marketplace RuldsaBe also see the report of the
Compensation Committee set forth on page 23 ofptugy statement. Our Compensation may delegatestyt to our President and Chief
Executive Officer with regard to select compensatitatters, but that delegation has generally hiegited. Our Compensation Committee
not to date used compensation consultants in malkingpensation decisions.

Nominating Committee. Our Nominating Committee met two times durifj 2. This committee currently has three members,
Dr. Gutzwiller (Chairman), Mr. Moyes and Dr. Klingann. Our Nominating Committee is responsible faradoping and implementing
policies and procedures that are intended to askatehe Board will be appropriately constitutedi @rganized to meet its fiduciary
obligations to the company and the shareholdernoongoing basis. All members of the Compensatiomi@ittee qualify as "independent”
under the definition promulgated by the NASDAQ Mett{ace Rules.

The foregoing summary of our corporate goaace policies is qualified in its entirety andbjget to the terms of such policies as
modified by the Board from time to time. The follimg corporate governance documents are publiclitabla on the Investor Relations—
Corporate Governance section of our websitgtat//investor.osiris.com/documents.cfm:

. Corporate Governance Principles

. Corporate Code of Conduct

. Audit Committee Charter

. Compensation Committee Charter

. Nominating Committee Charter

. Code of Business Conduct and Ethics for Membeth@Board of Directors and Executive Officers
. Insider Trading Policy

Compensation Committee Interlocks and BrsRhrticipation. No member of the compensation committee wheeskeon the
compensation committee in 2012 (Dr. Gutzwiller ({2im@an) and Dr. Klingemann) was an officer or emgleyf the Company during 2012,
was formerly an officer of the registrant, or hay aelationships requiring disclosure by the Conypander the SEC's rules
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regarding certain relationships and related paaysactions. None of our executive officers seagd member of the compensation
committee (or other board committee performing Einfunctions or, in the absence of such commitiee entire board) of another
corporation where one of the executive officershef other corporation served on our compensatiomtittee or as one of our directors. N

of our executive officers served as a directorradther corporation, where one of the executivecefi of the other corporation served on our
compensation committee.

Director Nominations

Our Nominating Committee follows the Corgisr Governance Principles initially adopted by Baard of Directors on July 19, 2006,
which provide for the nomination of persons to sesw our Board upon the approval of a majority wfiodependent directors. The
qualifications of recommended candidates will ddeaeviewed and approved by the full Board. OurrBpthrough the adoption of the
Corporate Governance Principles, has indicategréference for this approach, which allows all of Board members to contribute more
readily to the nomination process. Stockholders neegmmend director candidates for inclusion byBbard in the slate of nominees
recommended to stockholders for election as desattielow.

The process followed by our Nominating Cattere and Board and independent directors to ifleatid evaluate potential candidates
includes requests to board members and otheredommendations, meetings from time to time to eatelbiographical information and
background material relating to potential candidated interviews of selected candidates by indep@rdirectors and the Board. In
considering whether to recommend any candidataébusion in the Board's slate of recommended tiiremominees, the Board and the
independent directors apply the standards esta&llifdr service on the Board in the Corporate Gameee Principles, as follows: directors
should possess the highest personal and professities, integrity and values, and be committetefwresenting the long-term interests of
the stockholders; they must also have an inquésiivd objective perspective, practical wisdom aatlne judgment; the selection of director
nominees should further an objective of having arbeepresenting diverse experience at policy-ntalémels in business, government,
education and technology, and in areas that aegast to our global activities; directors must Litimg to devote sufficient time to carrying
out their duties and responsibilities effectivelpd should be committed to serve on the Boardrfana@ended period of time; and directors
should offer their resignation in the event of aignificant changes in their personal circumstanicesuding a change in their principal job
responsibilities. The Board does not believe thaitwary term limits on directors' service are agpiate, nor does it believe that directors
should expect to be re-nominated annually. The @aad the independent directors do not assignfipa@ights to particular criteria and no
particular criterion is necessarily applicable igpeospective nominees. Although we do not hagpexific policy with respect to the
nomination of directors by stockholders, nominagiomade by stockholders will be considered. To teagandidate considered by the
Nominating Committee, a stockholder must submitrdemmendation in writing and must include the earhthe stockholder and evider
of the person's ownership of Company stock, inclgdhe number of shares owned and the length &f siownership, and the name of the
candidate, the candidate's resume or a listingsobhher qualifications to be a director of then@pany and the person's consent to be named
as a director if selected and nominated. The sbédtehrecommendation and information must be sethidé Corporate Secretary at 7015
Albert Einstein Drive, Columbia, Maryland 21046.&na potential candidate has been identified, tiiNating Committee may collect and
review information regarding the candidate to assésether the person should be considered furthtiie Nominating Committee determir
that the candidate warrants further considerapensonal contact with the candidate may be madduatiter review of the candidate's
accomplishments, qualifications and willingnesseove may be undertaken and compared to otherdatedi The Nominating Committee's
evaluation process does not vary based on whethet@ candidate is recommended by a stockhcddiigugh, as stated above, the Board
may
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take into consideration other factors, such asithmber of shares held by the recommending sharehatt the length of time that such
shares have been held. We believe that it is m#ssary to have a policy for director nominatiopstockholders because the Board,
including the independent directors, is able teetffely locate and evaluate potential candidatesémination to the Board due to the
directors' intimate knowledge of our business ddlife science industry. Stockholders may commateiclirectly with the Board by written
communication as described below.

The Board does not have a specific polidh wegard to the consideration of diversity inntl§/ing director nominees, although our
Board's policies on director qualifications emphaghe Company's commitment to diversity at therBdavel—diversity not only of sex,
sexual orientation, race, religion or national orjdut also diversity of experience, expertise aathing. As a company, we are committed to
creating and sustaining a culture of inclusion tichess. We believe diversity is important to success in many ways, including the
recruitment and retention of top talent.

Stockholder Communications to the Board

Generally, stockholders who have quest@rn=oncerns should contact our Investor Relati@madment at (443) 545-1800. However,
any stockholder who wishes to address questiorssdaty our business directly to the Board, or amdpiidual director, may do so by sending
a written communication addressed to: Corporateetamty, 7015 Albert Einstein Drive, Columbia, Magtl 21046. All such communicatic
will be compiled by the Corporate Secretary andhstted to the Board or the individual director sssifjnated on a periodic basis. The Board
has instructed the Corporate Secretary, prior tedoding any correspondence, to review such cooredgnce and, in his discretion, not to
forward items if they are deemed of a commercied)évant or frivolous nature or otherwise inappiaie for consideration by the Board.
These screening procedures are designed to dssiBbard in reviewing and responding to stockhotenmunications in an appropriate
manner. All communications directed to the Audin@nittee in accordance with the procedures set farthis paragraph that relate to
guestionable accounting or auditing matters wilfdd&arded promptly and directly to the Chairmandgnother member) of the Audit
Committee.

Compensation of Directors

All directors are reimbursed for their @fitpocket expenses incurred in attending meetiBgsh director who is not an employee is
eligible to receive compensation from us for hider services as a member of our Board or anyat#nding committees. Director
compensation is determined by the Compensation Gtieansubject sometimes to approval by the Board whole. In determining
compensation for directors, the Compensation Cotesié decision is generally guided by three g@alsipensation should fairly pay the
directors for work required of directors of a compaf our size and scope; compensation should dliggttors' interests with the long-term
interests of stockholders; and the structure ottirapensation should be simple, transparent andfeastockholders to understand.
Consistent with these goals, in 2012, our non-egyg&dlirectors received a retainer in the form ohaard of 2,500 shares of our common
stock plus an additional common stock award ofaup,500 shares based on Board participation arfdrpgnce. Directors were provided the
option to receive all or a portion of their awandcash or shares.
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The following table summarizes compensagiaial to our non-employee directors during 2012.

Director Compensation

Fees Earnec

or Paid Stock Option All Other
Name in Cash($) Awards($)(1) Awards($) Compensation($) Total($)
Gregory H. Barnhill(2 — 25,40( — —  25,40(
Peter Fried| — 50,80( — — 50,80(
Felix Gutzwiller 15,24( 35,56( — — 50,80(
Jay M. Moyes 10,16( 15,24( — —  25,40(

(1) Reflects the grant of awards in March 2012 underdouended and Restated 2006 Omnibus Plan for 1G;686es of
common stock to Mr. Friedli, 10,000 shares of comrstock to Dr. Felix Gutzwiller ($15,240 of whichaw/paid in
cash) and 5,000 shares of common stock to eactee$id. Barnhill and Moyes ($10,160 of which wasl raicash to
Mr. Moyes) for their service on our Board in 20The fair value of these shares at the time of grea®t $5.08 per share
and the directors were provided the option of néngitheir award in shares, cash or a combinatfarash and shares.

(2) Mr. Barnhill died in September 2012 and Dr. Klingeam was nominated and elected to serve the rengaimexpired

term.

Options granted during 2012 to any nameztetive officers serving on the Board are repoueder "Executive Compensation—Option

Grants in Last Fiscal Year."

Executive Officers

The following discussion sets forth cert@mformation regarding our executive officers. Afitatial biographical information for C.
Randal Mills, Ph.D. appears above under "ManagemBoiard of Directors."

Positions

Employment
Date

Name Age
C. Randal Mills, Ph.D. 41
Philip R. Jacoby, Jr. 60
Lode Debrabandere, Ph.I 48

Michelle LeRoux Williams, Ph.C 38

President and Chief Executive Offic
Chief Financial Officer, Treasurer ai
Secretary

Chief Operating Office

Chief Scientific Officel

May 2004
October 200k

July 2006
October 200:

Philip R. Jacoby, Jr, age 60, is our Chief Financial Officer (sinceyJ2009), Treasurer (since May 2010) and Corporataedary (sinc
November 2007). Mr. Jacoby joined us in a consgltiapacity in April 2005 and became our employe®détober 2005. Mr. Jacot
previously served as our Vice President of FinaG@eporate Controller and Chief Accounting OfficErom 1999 to 2004, Mr. Jacoby ser
as Vice President and Corporate Controller for Edhsulting, Inc., a global business financial aodn®mic consulting firm. Mr. Jacoby
began his career with Arthur Andersen & Co. ancheahis undergraduate degree in business and @dstimistration from the University

Maryland.

Lode Debrabandere, Ph.Dage 48, was promoted to be our Chief Operatinge®ffin 2012. He previously served as our SenioeVic
President, Therapeutics and joined us in July 2B@i6r to joining us, Dr. Debrabandere served f@rdour years with Bristol-Myers Squibb
as Vice President for Strategic Marketing for Nesaience and Infectious Diseases. Prior to thatplehrabandere led the Marketing
department of UCB Pharma Inc., focusing in the sucdallergy/respiratory and neurology
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and before that held various positions in the Reteand Development Department at UCB Pharma, direguthe management of clinical
development activities in the U.S., Europe, anchdapPr. Debrabandere earned an M.B.A., a Ph.Dharmaceutical sciences, toxicology,
and a Pharm. D. degree in pharmaceutical scieattdspm the University of Leuven, Belgium.

Michelle LeRoux Williams, Ph.Dage 38, is our Chief Scientific Officer and jaings in October 2001. Dr. Williams previously setve
as our Director of Orthopedics and in that role wesponsible for the development of Osteocel froitiail concept through market launch.
Prior to joining us, Dr. Williams completed an Ngdstdoctoral fellowship in tissue engineering alu@tbia University, evaluating cellular
constructs for the repair and regeneration of legiin arthritis patients. Dr. Williams earnedazhelor's degree in mechanical engineering
from Rice University and a Ph.D. in biomedical eregring from Duke University.

Codes of Conduct and Ethics

We have adopted a Corporate Code of Corttatapplies to all of our employees, including olief executive officer and chief
financial and accounting officers, and every mendferur Board. We have also adopted a Code of BgsiiConduct and Ethics for Members
of the Board of Directors and Executive Officerspies of these documents are publicly availabléherinvestors Relations—Corporate
Governance section of our websitéhtp://investor.osiris.com/documents.ciiisclosure regarding any amendments to, or waifvers,
provisions of our Corporate Code of Conduct or @ade of Business Conduct and Ethics for Membeth@Board of Directors and
Executive Officers that apply to our directors gmithcipal executive and financial officers will becluded in a Current Report on Form 8-K
within four business days following the date of #mendment or waiver, unless website posting dfi smeendments or waivers is then
permitted by the rules of The NASDAQ Stock Markat,.

EXECUTIVE COMPENSATION
Compensation Discussion and Analysis
Overview

The Compensation Committee of the Boambimposed entirely of independent directors as serch is defined by the rules of The
NASDAQ Stock Market, Inc. The Compensation Comreittehich consists of Dr. Felix Gutzwiller (Chairmyand Dr. Han Kligemann,
responsible for establishing and administeringexacutive compensation policies. This Compensdlisoussion and Analysis addresses the
material elements of compensation of our namedwgiecofficers.

General Compensation Policy

The objectives of our executive compensapimgrams are to:

. Provide a competitive compensation package thatttiact and retain superior talent and rewardoperance.
. Support the achievement of desired company pednce.
. Align the interests of executives with the lolegm interests of stockholders through award oppdties that can result in

ownership of common stock, thereby encouragingtievement of superior results over an extendeddge
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The executive compensation programs angled to promote the attraction, performance ateht®n of executives. The Compensa
Committee reviews the allocation of compensatiamgonents regularly to help ensure alignment withtsgic and operating goals,
competitive market practices and legislative changbe Compensation Committee does not apply afgpiemula to determine the
allocation between cash and non cash forms of coggten. Certain compensation components, suchsesdalaries, benefits and
perquisites, are intended primarily to attract estdin qualified executives. Other compensatiomelgts, such as annual and long-term
incentive opportunities, are designed to motivaie: @ward performance. The annual incentive masaamed executive officers to achieve
specific operating objectives for the fiscal ydang-term incentives are intended to reward longit€ompany performance and
achievement of specific financial goals and torggip align named executive officers' interest vilihse of stockholders.

Elements of Executive Officer Compensa

Our executive officer compensation progiamomprised of: (i) base salary, which is set ormanual basis; (i) annual incentive
bonuses, which are based on overall company peafoceand the achievement of individual excelleaoé; (iii) long-term incentive
compensation in the form of periodic stock optiorsiobare equity grants, with the objective of alignthe executive officers' long-term
interests with those of the stockholders and eregpng the achievement of superior results overndanéeed period.

The Compensation Committee performs anrexéews of executive compensation to confirm thepetitiveness of the overall
executive compensation packages as compared witmémbers' understanding of the compensation pasla@fgcompanies who compete
with us to attract and retain employees. The Comsguion Committee does not employ a third party cemsption consultant, nor does it
benchmark in any formal manner against the compiemspractices of others.

In considering compensation of executive® of the factors the Compensation Committee taitesaccount is the anticipated tax
treatment of various components of compensationd@/eot believe Section 162(m) of the Internal RexeCode of 1986, as amended (the
"Code"), which generally disallows a tax deductioncertain compensation in excess of $1 milliomby of our named executive officers,
will have a material effect on us. The Compensaiommittee has considered the requirements of @et62(m) of the Code and its related
regulations. It is the Compensation Committee'sgmepolicy to consider measures to preserve thddductibility of executive
compensation, to the extent consistent with itelotlompensation objectives.

Opportunity for Shareholder Feedback

The Compensation Committee carefully comsdeedback from our shareholders regarding oecwdive compensation program. The
advisory vote on our overall executive compensapiolicies and procedures that we instituted in 20lides shareholders with an
opportunity to communicate their views on our exseucompensation program on a regular basis.

At our 2011 shareholders meeting, we predidur shareholders with the opportunity to casi@rnisory vote on executive compensat
Over 86% of the votes cast on this "2011 say-onyuag" were voted in favor of the proposal. We hewesidered the 2011 say-on-pay vote
and we believe that overwhelming support from dwareholders for the 2011 say-on-pay vote proposttates that our shareholders are
supportive of our approach to executive compensafibus we have not made any material changesrtex@cutive compensation
arrangements in response to the 2011 say-on-pay A&bbur 2011 shareholders meeting, our sharehohklso voted in favor of the proposal
to hold say-on-pay votes every third year. In thteife, we will continue to consider the outcom@uwif say-on-pay votes when making
compensation decisions regarding the named execatiicers.
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Risk Considerations in Compensation Decisi

The Compensation Committee believes thateat for performance is an important part of ampensation philosophy, but recognizes
the risk that incentivizing specific measures afpenance may pose to the performance of Osirswhole if personnel were to act in ways
designed primarily to maximize their compensati®aor Compensation Committee engages in ongoing etikaliscussion with managem
regarding our progress in the pursuit of our ove@idporate objectives and the contributions magdembmbers of our management team and
our employees. Through this process, and givemalative size and number of employees, our Compiems@&ommittee is able to develop
understanding of the issues of importance reldtvies duties and responsibilities, including inttaes of risk management associated with
compensation programs. On an annual basis, typicaiFebruary, the Compensation Committee meets Wwah and without management
present, and considers annual compensation igse@s]ing salary adjustments, bonus amounts andyegompensation awards. One of the
issues considered at that meeting is the mix ofpmsation to be paid or awarded to managementanehaployees, and the implication of
that mix and specific compensation elements on fiske Compensation Committee considers whethecampensation programs and
practices reward reasonable, without encouragimgasonable, risk-taking and whether the incentpodtunities achieve the proper balance
between the need to reward employees for our dwaratess and the need to protect the company eVBhil compensation program is in part
performance-based, our Compensation Committeerteselieve that it encourages excessive risk-takin

The Compensation Committee believes thatéompany of our size, an approach of ongoingaatige discussion with management
regarding progress on short-term and loéegn goals enables informed decisions while avagidire risks sometimes associated with mane
short-term results to achieve mietermined formulaic outcomes. We believe thatcmmpensation program provides appropriate incestic
create long-term value for stockholders while tgkimoughtful and prudent risks to grow the valu¢haf Company. Accordingly, our
Compensation Committee has determined that our ensgtion policies and practices do not create thskisare reasonably likely to have a
material adverse effect on us.

Management's Role in Determining Executive Compims

The Compensation Committee approves tha fiatermination of compensation for all the exeeubfficers. Our Chief Executive
Officer provides our Compensation Committee wittoramendations regarding compensation for the athered executive officers. Our
Compensation Committee reviews such recommendatiod@pproves annual compensation for named exeafficers, consisting of base
salary and any annual cash incentive (discussedvipebn an annual basis. Our Compensation Committerequest additional information
and analysis and ultimately determines in its @$on, based on its own analysis and judgment la@dgcommendations of the Chief
Executive Officer, whether to approve any recomneginchanges in compensation.

Base Salan

The Compensation Committee reviews baseysvels for our executive officers on an anrhasdis. Base salaries are set competitively
relative to the understanding of the Compensatiom@ittee of the compensation practices of otherpamies in the biotechnology industry
and other comparable companies. In determiningisaldhe Compensation Committee also takes intsideration individual experience €
performance, and seeks to compare the salariebpaidmpanies similar in size and stage of devetypmithin this comparison group, we
seek to make comparisons to executives at a colvlpdevel of experience, who have a comparabld lefwesponsibility and expected level
of contribution to their company. In setting baakages, the Compensation Committee also takesatount the intense level of competition
among biotechnology companies to attract
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talented personnel. The Compensation Committee mimefowever, employ a third party compensatiomsattant, nor does it benchmark in
any formal manner against the compensation practitethers.

Our goal is to pay each named executivieerfa base salary sufficient to remain competiivehe market. On February 12, 2013, the
Compensation Committee of the Board approved ti8 2Binual base salaries for each of the named xealficers, effective March 1,
2013 as follows:

2013 Base 2012 Base

Name Position(s) Salary Salary
C. Randal Mills, Ph.D. President and Chief Executive Offic $ 470,00 $ 470,00(
Philip R. Jacoby, Jr. Chief Financial Officer, Treasurer and 210,00( 194,00(
Secretary
Lode Debrabandere, Ph.I Chief Operating Office 320,00( 294,00(
Michelle LeRoux Williams, Chief Scientific Officer 280,00( 273,00(
Ph.D.
Stephen W. Potte Former Senior Vice Preside — 281,00(

Stephen Potter resigned in November 2012.

We believe the 2013 base salaries for DitsMMr. Jacoby, and Drs. Debrabandere and Wilaare consistent with the range of salaries
received by their respective counterparts in corigsain the biotechnology industry and other compl@raompanies.

Annual Incentive Bonus:

Our overriding objective, and the objectbfeour executive officers, during calendar yeat2@as to advance our clinical and regula
programs, to obtain regulatory approval for ouldgacal drug candidates and to further the comna¢taunch of our Biosurgery products.
Our product development programs are based on test@hologies. As a result, the development andeerialization pathway for our
therapies, and therefore how we define elementsiobverall success, is subject to greater vaitgbds compared to traditional drug
development companies, and even more so, as cothfmangore traditional businesses.

Given this variability, and the overall mat of our business, the determination of annualibes for our executives remains discretiol
For these purposes, we did not establish indivigealormance metrics as objectives for the yeamgnBecember 31, 2012, but instead
reviewed the performance of our executives follaytine close of the fiscal year and evaluated tiritutions of each to our progress over
the preceding calendar year.

These evaluations were subjective andsp#ctive and focused on a number of factors, imetuohdividual tasks accomplished,
teamwork, leadership, and inventiveness and ciigaiivthe area of the individual's scope of resgbitity. We evaluated the progress of the
development and commercialization of our Biosurgeducts. We also evaluated the overall progréfiseocCompany in advancing our
clinical and regulatory programs and obtaining tatgury approval of our biological drug candidatas¢ the extent to which the Company
met clinical trial objectives, including initial pant dosing, completion of clinical trial enrollmig receipt and processing of clinical trial data,
the success of our interactions with the FDA, idiaig BLA submissions and success in the procuremie@tphan Drug and Fast Track
designation, and whether other objectives, sughatent filings and maintenance of minimum cash amdhwere met. None of these
individual factors or company objectives were wéggh nor was there any identifiable direct corietabetween any one factor or objective
and the bonus determination for any executive. @ampensation committee evaluated the mix of indiglcand company information,
together with other or additional information awdile to it or known to its members, and exercisediscretion in establishing annual bonus
amounts.
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The Compensation Committee believes Drlsviihs managed Osiris well in a challenging busiméimate and has continued to move it
towards its long-term objectives. Consistent witls issessment and the factors described abovblildrwas awarded a bonus of $120,000
for the year ending December 31, 2012. The randgmoifises paid to our named executive officers erb#sis of 2012 performance was
$20,000 to $120,000.

Exercise of Discretion in Executive Compensationifiens

Subject to the terms of any binding agressthat provide otherwise, the Compensation Cotemitas complete discretion to withhold
payment pursuant to any of our incentive compeosailans irrespective of whether we or our exeeutifficers have successfully met any
goals set under these plans. The Compensation Gteeraiso typically has the authority to grant pagtrunder any of the plans despite the
non-attainment by us or our executive officersrof pre-established goals. For 2012, the Compems@ionmittee did not exercise such
discretion in the payment of awards to our exeeutifficers.

Longterm Incentive Compensation

Long-term incentive compensation, includstgck options, allows the executive officers targhin any appreciation in the value of our
common stock. The Compensation Committee belidhatsstock option participation aligns executivaagfs' interests with those of the
stockholders. The amounts of the awards are desdigneeward past performance and create incentiveset long-term objectives. Awards
are made at a level calculated to be competititkiwthe biotechnology industry, as well as a bevagtoup of companies of comparable size
and complexity. In determining the amount of eadny the Compensation Committee takes into accentumber of shares held by the
executive prior to the grant.

. We granted stock options to Dr. Mills to puroh@%,000 shares at the exercise price of $5.0812 2Subsequently, Dr. Mills
declined acceptance of the award, electing insieatlocate these options for the purpose of irgirepthe option pool
available for disbursement to the general emplogééise Company. This arrangement was approvetidbmpensation
Committee and the 25,000 options have been retédldda employees. We also granted stock optioms tiills to purchase
40,000 shares at the exercise price of $7.13 il 240,000 shares at the exercise price of $7.2010, 50,000 shares at the
exercise price of $18.60 per share in 2009, 100sb@Pes at the exercise price of $12.01 per sh&26d8 and 100,000 shares
at the exercise price of $23.62 per share in 2007.

. We granted stock options to Mr. Jacoby to purct285800 shares at the exercise price of $5.08 i2 280,000 shares at the
exercise price of $7.13 in 2011, 20,000 sharelseaexercise price of $7.74 and 7,500 shares axreise price of $6.46 in
2010, 10,000 shares at the exercise price of $&68hare in 2009 and 10,000 shares at the eeqnice of $17.10 per share
in 2008 upon his appointment as an executive affice

. We granted stock options to Dr. Debrabandere tolfase 25,000 shares at the exercise price of $% 2812, 25,000 shares at
the exercise price of $7.13 in 2011, 25,000 shatréise exercise price of $7.74 and 15,000 shartéeaxercise price of $6.46
in 2010, 35,000 shares at the exercise price o6®18er share in 2009, 15,000 shares at the erguoise of $12.01 in 2008
and 15,000 shares at the exercise price of $28.80207.

. We granted stock options to Dr. Williams to phase 25,000 shares at the exercise price of $8.2812, 25,000 shares at the
exercise price of $7.13 in 2011, 25,000 sharelseaexercise price of $7.74 and 15,000 shares @&xdeise price of $6.46 in
2010, 25,000 shares at the exercise price of $&68hare in 2009, 20,000 shares at the exerdisegf $12.01 in 2008 and
20,000 shares at the exercise price of $14.1907 2@on her appointment as an executive officer.
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These option awards are designed to afignrterests of the named executive officers wittsé of Osiris' stockholders with respect to
short-term operating results and long-term increase¢he price of Osiris' stock, and are consistétit the goals of our long-term incentive
compensation program as a whole.

Executive Benefits and Perquisi

Our executive compensation program remalagively free of executive benefits and pergesitGenerally, benefits and perquisites
available to executive officers are available feealployees on similar terms and include healthvaelfare benefits, paid time-off, etc.

We do not provide our executive officerpa@te dining or other facilities, company carapdlues, or other similar perquisites. We
provide air travel for executive officers for busss purposes only. Our health care, insurancek¥plEn, and other welfare and employee-
benefit programs are the same for all eligible epeés, including the named executive officers.drian situations, we have provided nar
executive officers with expense reimbursementirejab relocation.

We provide the above-described executiveefies and perquisites in order to attract andimetar named executive officers by offering
compensation opportunities that are competitivé wibse offered by similarly situated public comipanHowever, such executive benefits
and perquisites represent a relatively small portibtheir total compensation. The value of beseditd perquisites provided are presented in
the "All Other Compensation" column (and descrilvethe related footnotes) of the Summary Compeosakable.

Retirement/Po-Employment Benefits

The Company does not provide any retirerpesgrams, pension benefits or deferred compensptans to its named executive officers
other than its 401(k) plan, which is available Hieeanployees. The Company has not made any comiitmito the 401(k) plan since its
inception.

Compensation Committee Report

The Compensation Committee has revieweddsulissed the foregoing Compensation Discussidrifaalysis required by Iltem 402(b)
of Regulation K with management and, based on such review amdisifons, the Compensation Committee recommendaual tBoard tha
the Compensation Discussion and Analysis be includ¢his proxy statement.

Compensation Committee Membe

Felix Gutzwiller, M.D., Dr.P.H., Chairman
Hans Klingemann, M.D., Ph.L

This Compensation Committee Report shall not benddaéncorporated by reference by any general stat¢imcorporating by
reference this proxy statement into any filing urttie Securities Act of 1933 or under the SecuwiB&change Act of 1934, except to the
extent that Osiris specifically incorporates thigarmation by reference, and shall not otherwiselbemed filed under the Securities Act of
1933 and the Securities Exchange Act of 1934, hall sot be deemed soliciting material.
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Summary Compensation Table

The following table shows the total compaim paid or accrued during 2012, 2011 and 20-utaChief Executive Officer, our Chief
Financial Officer, and our three next most hightynpensated executive officers who earned more$t80,000 during 2012.

Option All Other

Salary Bonus Awards Compensation Total

Name and Principal Position Year ($) ($)(1) ($)(2) $) ($)

C. Randal Mills, Ph.D. 201z 470,00 120,00( —(3) — 590,00(
President and Chit 2011 470,00( 120,00( 146,40! —  736,40(
Executive Officel 201C 468,33 130,00( 158,40( — 756,73

Philip R. Jacoby, Jr 201z  193,00( 18,00( 52,00( — 263,00(
Chief Financial Officer 2011 189,16 18,00( 73,20( — 280,36
Treasurer and Secrete 201C 179,16 18,00C 103,95( — 301,11

Lode Debrabandere, Ph.l 2012 292,25( 35,00( 65,00( — 392,25(
Chief Operating Office 2011 286,00( 35,00( 91,50( —  412,50(

201C 273,91 45,000 148,50( — 467,41

Michelle LeRoux
Williams, Ph.D. 201z 271,50( 35,00( 65,00( —  371,50(
Chief Scientific Officel 2011  266,00( 35,00( 91,50( —  392,50(

201C 253,75( 45,000 148,50( —  447,25(

Stephen W. Potter( 201z 279,50( — 52,00( — 330,50(
Former Senior Vice

Presiden 2011 240,62! 35,000 333,00( — 608,62!

Q) Represents bonus payments that were paid in Fghb2048 on account of named executive officer pengorce in fiscal
2012, bonus payments made in 2012 on account oédi@xecutive officer performance in fiscal 2011d aonus
payments made in 2011 on account of named exeaificer performance in fiscal 2010, as applicable.

(2) These amounts reflect the non-cash aggregate date fair value of these awards computeddor@ance with FASB
ASC Topic 718 "Stock Compensation,” which incluties effect of estimated forfeitures. The assumjstimmd
methodologies used to calculate the amounts rgparediscussed in Note 7 (Share-Based Compen)éaditine
Company's Financial Statements in its 2012 Annegddr filed on Form 10-K with the SEC (or, in these of grants
made prior to 2012, the corresponding footnotdhhén@ompany's Form 10-K for the applicable yeardéiraccounting
principles generally accepted in the United States)pensation expense with respect to stock aveard®ption awards
granted to our employees is generally recognizexd the vesting periods applicable to the awards.

©)] Dr. Mills was originally awarded options with a gtalate fair value of $65,000 in 2012, but he sghbsetly declined
acceptance of the award and elected instead toaddldhese options for the purpose of increasiag@fion pool
available for disbursement to the general emplogédéise Company. This arrangement was approvetidy t
Compensation Committee.

4 Mr. Potter served as our Senior Vice Presidentgr@ions and Corporate Development from Febru@iyl Zhrough
November 2012
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Grants of Plan-Based Awards

The following table provides information equity awards granted in 2012 to each of our naexedutive officers:

All Other Option

Awards: Number Exercise or
of Securities Base Price of Grant Date Fair
Underlying Options Option Awards Value of Stock
Name Grant Date (#)(1) ($/Sh) and Option Awards
C. Randal Mills, Ph.D. 3/23/201: 25,00((2)$ 5.0¢ $ 65,00((2)
Philip R. Jacoby, Jr 3/23/201. 20,00( 5.0¢ 52,00(
Lode Debrabandere, Ph.l  3/23/201: 25,00( 5.0¢ 65,00(
Michelle LeRoux Williams
Ph.D. 3/23/201. 25,00( 5.0¢ 65,00(
Stephen W. Potte 3/23/201. 20,00( 5.0¢ 52,00(

(1) Represents stock options awarded by the Boiatdrectors, which vest in equal installments ba first, second, third
and fourth anniversary of the award date, assuthiegnamed executive officer is still employed byonshat date.

(2 Dr. Mills subsequently surrendered his 2012 stqaiom award to increase the pool of options thatewganted to non-
officer employees. The arrangement was approveaslbfCompensation Committe

Equity Compensation Plan Information

We have two equity compensation plansti{&)Amended and Restated 1994 Stock Option andhtiweePlan, and (2) the Amended and
Restated 2006 Stock Option and Incentive Plan.tél tf 2,369,312 shares of common stock are cugreaserved for issuance pursuant to
the plans. Currently, awards under the stock omimhincentive plans consist of qualified and naatdjed stock options. Our stockholders
have approved both plans. As of December 31, 2012:

Number of Securities Weighted-Average Number of Securities
to be Issued Upon Exercise Price of Remaining Available
Exercise of Outstanding Options, for Future Issuance
Outstanding Options, Warrants and Rights Under Equity
Plan Category Warrants and Rights ($/Sh) Compensation Plans
Equity compensation plans
approved by security holders( 2,826,11. 9.5: 543,19¢

Equity compensation plans not
approved by security holde — — —

(1) Includes a Warrant for 1,000,000 shares of comnhacksat the exercise price of $11.00, which expinedlay 2015, as
approved by our stockholders at the 2011 Annualtivge
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Outstanding Equity Awards at Fiscal Year-End

Option Awards
Number of Securities

Underlying Unexercised Option Option

Options (#) Exercise Expiration

Exercisable Unexercisable Price ($) Date(1)
C. Randal Mills, Ph.D. 150,00( — $ 0.4C 5/14/201.
100,00( — 0.4C 1/10/2011
100,00( — 23.62 2/4/201°
100,00( — 12.01 2/5/201¢
37,50( 12,50( 18.6( 2/23/201!
20,00( 20,00( 7.74 3/12/202!
10,00( 30,00( 7.1% 2/14/202;
Philip R. Jacoby, Jr 3,00( — 23.6: 2/4/201°
3,00( — 12.5( 7/25/201
10,00( — 17.1( 10/2/2011
7,50( 2,50( 18.6( 2/23/201!
10,00( 10,00( 7.74 3/12/202!
3,75( 3,75( 6.4¢€ 5/27/202!
5,00( 15,00( 7.1% 2/14/202:
— 20,00( 5.0¢ 3/23/202.
Lode Debrabandere, Ph.I 37,50( — 6.84 7/31/2011
15,00( — 23.62 21412201
15,00( — 12.01 2/4/201¢
26,25( 8,75( 18.6( 2/23/201!
12,50( 12,50( 7.74 3/12/202!
7,50(C 7,50( 6.4€ 5/27/202!
6.25( 18,75( 7.1% 2/14/202;
— 25,00( 5.0¢ 3/23/202.
Michelle LeRoux Williams, Ph.D 5,75( — 0.4C 11/21/201.
7,50( — 0.4C 12/1/201!
20,00( — 14.1¢ 6/30/201
20,00( — 12.01 2/5/201¢
18,75( 6,25( 18.6( 2/23/201!
12,50( 12,50( 7.74 3/12/202!
7,50(C 7,50( 6.4¢€ 5/27/202!
6,25(C 18,75( 7.1% 2/14/202:

— 25,00( 5.0¢ 3/23/202.

Stephen W. Potte 20,00( — 6.4¢ 2/16/201.

(1) Options expire on the tenth anniversary of the dwiate and vest in equal installments on the fetpnd, third and
fourth anniversary of the award date. Upon terniimabf employment, vested options remain exerciesédn up to 90-
days if the former employee left in good stand
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Option Exercises and Stock Vested

Option Awards Stock Awards
Number of Value Number of Value
Shares Acquired Realized on Shares Acquired Realized on
on Exercise Exercise on Vesting Vesting
Name (#) (%) (#) (%)
C. Randal Mills, Ph.D. — — — —
Philip R. Jacoby, Jr — — — —
Lode Debrabandere, Ph.I — — — —
Michelle LeRoux Williams, Ph.D 52C 4,63: — —
Stephen W. Potte 5,00( 16,51 — —

Employment Contracts, Termination of Employment andChange in Control Arrangements

Except in the case of Dr. Mills and Dr. Eediandere, as described below, none of our emmagemmployed for a specified term, and
each employee's employment with us is subjectrtoitetion at any time by either party for any regswith or without cause. We have
entered into employment agreements with Dr. Milid ®r. Debrabandere.

Under Dr. Mills' employment agreement, dads of May 15, 2004, he served as our Chief Exex@fficer for an initial threerear term
Thereafter, the agreement provides for automatiewal for successive one-year renewal terms, ueidfssr party provides notice of
termination at least ninety days prior to the comosenent of a renewal term. We may otherwise termiba. Mills' employment (i) if he is
unable to perform his duties due to some incapdaitthree or more consecutive months or for faumore noneonsecutive months, (ii) if t
fails to perform his duties and such failure is oated within thirty days after specific writtentioe by the Board, or (iii) for cause. Dr. Mills
may terminate his employment for good reason. Itevminate Dr. Mills for failure to perform his des, in addition to paying any amount
otherwise owed, we must pay him a lump sum in aawarhequal to one half of his annual base salaagdt on his 2013 annual base sala
$470,000, this amount equals $235,000) and prasiddenonths of medical, life and disability benefitgving an extended value of
approximately $10,000). If we terminate Dr. Millstmout cause or if he terminates his employmengfmrd reason, in addition to paying any
amount otherwise owed, we must pay him a lump suamiamount equal to one full year of base salzagdd on his 2013 annual base salary
of $470,000, this amount equals $470,000) and geowhe full year of medical, life, and disabilitgriefits (having an estimated value of
approximately $20,000).

Under Dr. Debrabandere's employment agraegerdated as of July 31, 2006, he served as oupS¥ite President, Therapeutics for an
initial three-year term. During 2012, he was proedato serve as our Chief Operating Officer. Folloyvihe initial three year term expiring in
2009 the agreement provides for automatic renesvadiccessive one-year renewal terms, unless gitlygr provides notice of termination at
least ninety days prior to the commencement ohawal term. We may otherwise terminate Dr. Debrdbegis employment (i) if he is una
to perform his duties due to some incapacity foed¢hor more consecutive months or four or more carsecutive months, (ii) if he fails to
perform his duties and such failure is not curetthivithirty days after specific written notice thetBoard or (iii) for cause. Dr. Debrabandere
may terminate his employment for good reason. Itevminate Dr. Debrabandere for inability to penfidnis duties or for cause, or if
Dr. Debrabandere terminates his employment forrdtiten good reason, we have no obligations to [@brBbandere other than the payment
of amounts otherwise owed at the time of termimatibwe terminate Dr. Debrabandere for failurgotaform his duties, in addition to paying
any amount otherwise owed, we must pay him a luump i& an amount equal to three months of his anpasé salary (based on his 2013
annual base salary of $320,000, this amount e88$00) and provide six months of medical, lifé aisability benefits (having an
estimated value of approximately $10,000). If
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we terminate Dr. Debrabandere without cause oe tielhminates his employment for good reason, iitiaddo paying any amount otherwise
owed, we must pay him a lump sum in an amount egusik months of base salary (based on his 20h8alrbase salary of $320,000, this
amount equals $160,000) and provide six monthsedfical, life, and disability benefits (having atiesited value of approximately
$10,000).

For purposes of the employment agreemeititsiv. Mills and Dr. Debrabandere, "cause" is defl to include (i) the commission of a
felony or a crime of moral turpitude or any othet @ar omission involving dishonesty or fraud widspect to us or any of our subsidiaries,
customers, or suppliers, (ii) conduct tending tiadpOsiris or any subsidiary into substantial pallisgrace or disrepute, (iii) gross neglige
or willful misconduct with respect to us or any sigthary, or (iv) any breach of a material sectiéithe@ agreement.

For purposes of the employment agreemeititsiv. Mills and Dr. Debrabandere, "good reasor@ams (i) our failure to perform or
observe any material term or provision of the agre® and our continued failure to cure such defaithin thirty days after written demand
for performance from the executive specificallyatésng the alleged default, (ii) a material redantin the scope of the executive's
responsibilities and duties, or (iii) absent a teritagreement between us and the executive, aiatatztuction in the executive's base pay or
incentive compensation.

AUDIT COMMITTEE OF THE BOARD OF DIRECTORS

The Members of the Audit Committee are Nayoyes (Chairman), Hans Klingemann, M.D., Ph.bd &elix Gutzwiller, M.D., Dr.P.F
Pursuant to its charter, the Audit Committee's gaimesponsibilities include:

. Overseeing financial and compliance functionassgned by the Board;

. Reviewing areas of potential significant finaaicisk to the Company;

. Monitoring the independence and performancéefindependent registered public accounting firm;

. Providing an avenue of communication among tidependent auditors, management, our internal &uwition and the Board

of Directors.

AUDIT COMMITTEE REPORT

Among its duties, the Audit Committee isgensible for appointing, setting compensation @retseeing the work of the independent
registered public accounting firm. The Committee bstablished a policy wherein it pre-approvesfale audit and permissible non-audit
services provided to the Company by the indepensgyigtered public accounting firm and actively iars these services (both spending
level and work content) to maintain the appropré@igctivity and independence in Grant Thornton IsLédre work, which is the audit of the
Company's financial statements and internal comtvel financial reporting. All services and fees pre-approved for up to one year, which
approval includes the appropriate detail with rdgareach particular service and its related fees.

During the fiscal year ended December 8122 all of the fees and services described ast'tees,” "audit-related fees," "tax fees," and
"all other fees" under "Audit Fees, Audit RelatezbB, Tax Fees, and Other Fees" below were appumat such pre-approval policy and
pursuant to Section 202 of the Sarbanes-Oxley A2062.
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The Audit Committee of the Board of Direstis responsible for assisting the Board of Dextvith its oversight of the integrity of the
Company's financial statements, the Company's dang@ with legal and regulatory requirements, tlependent auditors' qualifications
and independence and the performance of the indepéauditors and the Company's internal audittiancand the corporate finance
matters of the Company. The Audit Committee opsrateler a written charter approved by the Boadicdctors. A copy of the charter is
available on our website http://investor.osiris.com/documents.afimder "Investor Relations," "Corporate Governance."

Management is responsible for the prepamapresentation and integrity of our financiatetaents; accounting and financial reporting
principles; establishing and maintaining disclostwatrols and procedures (as defined in Exchangdréte 13a-15(e)); establishing and
maintaining internal control over financial repagi(as defined in Exchange Act Rule 13a-15(f));]eating the effectiveness of disclosure
controls and procedures; evaluating the effectisemd internal control over financial reportingdagvaluating any change in internal control
over financial reporting that has materially afésttor is reasonably likely to materially affectteirnal control over financial reporting. The
independent registered public accounting firm, Gfdrornton LLP, is responsible for performing adépendent audit of our financial
statements in accordance with the standards d?diidic Company Accounting Oversight Board (PCAOB)he United States and to issue a
report thereon, as well as expressing an opiniothereffectiveness of our internal control ovegfinial reporting. The Audit Committee's
responsibility is to monitor and oversee these gsses.

In this context, the Audit Committee metiwinanagement and Grant Thornton LLP to reviewdiscuss the financial statements, the
effectiveness of our internal control over finahegporting and Grant Thornton LLP's audit of tireahcial statements and our internal cor
over financial reporting.

The Audit Committee also discussed withrBihornton LLP the matters required by StatemenAuoditing Standards No. 61
(Communication with Audit Committees) and receielétter covering these matters. The Audit Commitilso received written disclosures
and the letter from Grant Thornton LLP requiredAyAOB Rule 3526 (Communications with Audit ComneteConcerning Independence)
and has discussed with Grant Thornton LLP such'ditndependence from the Company and its management

Based upon the discussions and reviewsregf¢o above, and subject to the limitations artile and responsibilities of the Committee
and in the Audit Committee Charter, the Audit Corttes recommended to the Board of Directors thaChvapany's audited financial
statements be included in the Annual Report on FidrK for the year ended December 31, 2012 filetth Wie Securities and Exchange
Commission.

AUDIT COMMITTEE

Jay M. Moyes, Chairman
Hans Klingemann, M.D., Ph.D.
Felix Gutzwiller, M.D., Dr.P.H

Audit Fees, Audit Related Fees, Tax Fees, and OthEees

Pursuant to the rules of the SecuritiesExchange Commission, the fees paid for profestseraices rendered by Grant Thornton LLP
for the audit of the Company's annual financialesteents and the effectiveness of internal contvel éinancial reporting for the years ended
December 31,
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2012 and 2011 and fees billed for other servicedaeed by Grant Thornton LLP during this period @escribed below.

2012 2011
@) ®)
Audit Fees(1 $ 172,65¢ $ 175,35(
Audit-Related Fees(Z — —
Tax Fees(3 20,74t 18,10(
All Other Fees(4 —
Total $ 193,400 $ 193,45

(1)  Audit fees consisted principally of fees billedth@ Company for professional services performedtferaudit of
financial statements included in the Form 10-K,rfariew of financial statements included in therRerl0Q, for
the audit of the Company's internal control oveaficial reporting and for services generally ohby t
independent registered public accounting firm easonably be expected to provide, such as stataiaty
regulatory filings or engagements.

(2)  Audit-related fees consisted principally of fees billedhite Company for assurance and related servicésipec
that are reasonably related to the performanckesftidit or review of the Company's financial staets,
including due diligence related to mergers and sitipns, audits of employee benefit and compensatians,
audits of carve-out entities, and other agreed yponedures to meet various statutory and regylator
requirements.

(3) Tax fees consisted principally of fees billed te ompany for professional services performed végipect to
U.S. federal, state and local tax planning, adaité compliance, assistance with tax audits andappad the
preparation of original and amended tax returngferCompany.

(4)  All other fees are fees for any permissible sexvperformed that do not meet the above categowrigéens,
however, the Company generally does not engagrediépendent registered public accountants for ‘tdthe
services

Under its prepproval policy, concurrent with the appointmenttef independent registered public accounting fthra,Audit Committe
specifically pre-approves the recurring audit andirelated services and estimated fees. All tbekvperformed for the Company by Grant
Thornton LLP pertaining to 2012 and the related feere pre-approved by the Audit Committee.

The Audit Committee has considered whethermprovision of audit and non-audit services barsThornton LLP to the Company in
fiscal 2012 is compatible with maintaining the @ads independence. The Company has been advis€dany Thornton LLP that neither the
firm, nor any member of the firm, has any finandmérest, direct or indirect, in any capacity e tCompany.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Our records reflect that all reports whigre required to be filed pursuant to Section 16{ahe Securities Exchange Act of 1934, as
amended, were filed on a timely basis. An Annuat&hent of Beneficial Ownership on Form 5 is nquieed to be filed if there are no
previously unreported transactions or holdingsefwort. Nevertheless, we are required to disclose#imes of directors, officers and 10%
stockholders who did not file a Form 5 unless weehabtained a written statement that no filingeiguired or if we otherwise know that no
Form 5 is required. For 2012, we received eitheritten statement from our directors, officers d@d6 stockholders or know from other
means that no Form 5s were required to be filed.

30




Table of Contents

CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S

As required by our Corporate Governancadisles, our Audit Committee reviews and approveadvance all relateparty transaction
Our policy with respect to related party transattics incorporated within our Audit Committee Clearta copy of which is available on our
website ahttp://investor.osiris.com/documents.cffinis policy sets forth the review and approval iegaents for transactions in which we
will be a participant and in which any of our dit@rs, director nominees, executive officers, ottraployees or greater than 5% beneficial
owners of our common stock, or any immediate fammgmber or any affiliated entity of such persoras & direct or indirect interest.
Pursuant to this policy, any proposed transactiah would require disclosure under the relatedypashsaction disclosure requirements o
United States Securities and Exchange Commissiat beusubmitted to the Audit Committee for consaien. No member of the Audit
Committee may participate in any considerationpgpraval of any related person transaction with @espo which such member or any of
such member's immediate family members is theaelperson.

The Audit Committee may approve only thosated party transactions that are in, or aranuansistent with, the best interests of O
and its stockholders, as the Audit Committee detemin good faith. In making such a determinattbe, Audit Committee is required to
consider all of the relevant facts and circumstametating to the transaction including, but notited to, the following:

. the benefits to us;

. if the transaction involves a director, a memiifethe director's immediate family or entity afied with the director, the
impact on the director's independence;

. the availability of other sources for comparabledurcts or services;
. the terms of the transaction; and
. the terms available to unrelated third parties.

Peter Friedli. Peter Friedli, the Chairman of our Board ofdaiors, or entities with which he is affiliated yvieebeen responsible for
procuring since 1993, an aggregate of approxim&2K0 million in debt and equity financing for usdeour predecessor company. Mr. Fri
is the beneficial owner of approximately 43% of cammon stock as of December 31, 2012. Of the sHzreficially owned by Mr. Friedli
at December 31, 2012, 65,000 shares were recejvhirbas Board compensation since 1996, 12,50@shkard warrants for 1,000,000
shares were granted in recognition of his fundngigfforts, as discussed below, and the remairtiages were acquired through investmet
through purchase from third parties.

In 2012, we issued 10,000 shares of oumesomstock, valued at approximately $51,000 to MiedHi for his service on our Board of
Directors and in 2011, we issued 10,000 sharesiof@mmon stock, valued at $71,000 to Mr. Friedlitiis service on our Board of
Directors. During 2010, we paid Mr. Friedli $64,6@0 his service on our Board of Directors.

In response to Mr. Friedli's successfubesf in procuring for us accommodations relativériancing transactions that had occurred |
to our initial public offering, we issued to Mr.i€dli in 2006, in connection with and just priordar initial public offering, a warrant
exercisable for up to 1,000,000 shares of our comstack at $11.00 per share, the price for whiadreshwere sold in the initial public
offering. This warrant was scheduled to expire iay\2011.

In light of Mr. Friedli's unwavering suppaf the Company over a period of many years, armgé¢ognition of his invaluable
contributions to us, as founder, as a directoram@hairman of our Board, and to encourage hidraged support, our Board of Directors and
Compensation Committee, by the unanimous votel @iédépendent and disinterested members of eagnpegd the extension of the
expiration date of the warrant until May 24, 2048bject to the approval of our stockholders.
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Our stockholders approved the extension of theamarait our 2011 Annual Meeting of StockholdersMay 26, 2011.

We incurred a noncash charge against eggrin account of the extension of the warrant exipin date, based on its increase in fair
value of approximately $1.7 million. This amountsaracorded within general and administrative expenshe increase in value was
computed using the Black-Scholes option pricing ed@dth a risk free interest rate of 1.50%, a 4njaarease in the expected life of the
warrant, and a historical volatility of approximigt&1%.

Prolexys Pharmaceuticals, Inc.  During the third quarter of fiscal 2011 we eatkinto a contract research agreement with Prslexy
Pharmaceuticals, Inc. under which we are condudting@rolexys an early stage clinical trial invgsting a novel compound as a product
candidate for cancer therapeutics. This contraeichivremains in effect, was filed as an exhibiatal discussed in a Current Report on
Form 8-K filed by us with the SEC primarily becausehe related nature of the management and oWwipeo$ Prolexys with us and our
management and with certain of our significant ldhadders, and not because our rights or obligatiorder the contract research agreement
with Prolexys are otherwise material to us. Werareincurring any third party costs related to wark with Prolexys and are primarily
contributing only the efforts of employees. Allrthiparty costs associated with the Prolexys studypaid directly by Prolexys. As of
December 31, 2012, the amount of internal resoweesave devoted to Prolexys is not material toaparations as a whole.

Prolexys is 35.7% owned by BIH SA, whichran8.2% of our outstanding common stock; 24.3% amePeter Friedli who is the
Chairman of our Board of Directors and direct owne29.3% of our common stock; and 13.8% owned byturetec, Inc., which holds
12.5% of our common stock. Peter Friedli is thesRient and a 3% owner of Venturetec, Inc. Lode Beéndere, our Chief Operating
Officer, serves on the Board of Directors of Prgexout has no other interest therein.

This arrangement is part of our ongoingméfto expand our portfolio of product candidateg,we do not consider this arrangement to
be material to us at this time.(1)

Our Board of Directors and Audit Committeeluding all of our independent directors, buthwidr. Friedli abstaining, unanimously
approved this transaction.

AVAILABLE INFORMATION

We are subject to the informational requieats of the Securities Exchange Act of 1934, asmal®d, and, in accordance therewith, file
reports, proxy statements and other informatiomwie U.S. Securities and Exchange Commission. fepmroxy statements and other
information filed by us may be inspected withouaide and copies obtained upon payment of prescfédzeifrom the Public Reference
Section of the U.S. Securities and Exchange Conionisg 100 F Street, NE, Washington, D.C. 2054%yoway of the U.S. Securities and
Exchange Commission's websitétp://www.sec.gov

We will provide without charge to each mer$o whom a copy of the proxy statement is deideupon the written or oral request of
such persons, additional copies of our Annual Repoi~orm 10-K for the period ended December 3122Requests for such copies should
be addressed to:

Osiris Therapeutics, Inc., 7015 Albert Eéms Drive, Columbia, Maryland 21046, Attn: InvesRelations, Telephone (443) 545-1800.
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OTHER MATTERS

The Board knows of no other business whithbe presented at the Annual Meeting. Howevieany other business is properly brought
before the 2013 Annual Meeting or any postponeraeatjournment thereof, which may properly be aciean, the proxies solicited hereby
will be voted on such matter in accordance withdiseretion of the proxy holders named therein.

WHETHER OR NOT YOU INTEND TO BE PRESENT AT THE MEET ING, YOU ARE URGED TO FILL OUT, SIGN, DATE
AND RETURN THE ACCOMPANYING PROXY AT YOUR EARLIEST CONVENIENCE.

By order of the Board of Director

Philip R. Jacoby, Jr.
Corporate Secreta

Columbia, Maryland
April 8, 2013
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OSIRIS THERAPEUTICS, INC.
THIS PROXY IS BEING SOLICITED BY THE BOARD OF DIREC TORS OF OSIRIS THERAPEUTICS, INC.

The undersigned, revoking any previous proxiegirgdo these shares, hereby acknowledges recktipedNotice of 2013 Annual
Meeting of Stockholders and Proxy Statement dafed 8, 2013, in connection with the 2013 Annualéfiag of Stockholders of Osiris
Therapeutics, Inc. to be held at 2:00 p.m., EDTTbarsday, May 30, 2013 at the offices of Osirigfpeutics, Inc., 7015 Albert Einstein
Drive, Columbia, Maryland 21046, and hereby appoit Randal Mills and Philip R. Jacoby, Jr., ancheaf them (with full power to act
alone), the attorneys and proxies of the undersigwéh power of substitution in each, to appeardiod vote all shares of the Common Stock
of OSIRIS THERAPEUTICS, INC. registered in the ngmnevided herein which the undersigned is entittedote, at the 2013 Annual
Meeting of Stockholders, and at any postponemeamasljpournments thereof, with all the powers thearadjned would have if personally
present. Without limiting the general authorizati@reby given, said proxies are, and each of tlsemstructed to vote or act as indicated
below hereof on the proposals set forth in saikyro

SEE BELOW FOR ALL PROPOSALS. If you wish to voteaocordance with the Board of Directors’ recommdioda, just sign

below. You need not mark any boxes. Please mat&,afal return this card promptly, using the endc=evelope. No postage is required if
mailed in the United States.

PLEASE COMPLETE, DATE, SIGN, AND MAIL THIS PROXY CA RD PROMPTLY IN THE ENCLOSED
POSTAGE-PAID ENVELOPE OR PROVIDE YOUR INSTRUCTIONS TO VOTE VIA
THE INTERNET.
Please mark votes as in this example.

The Board of Directors recommends a Vie@R Proposals 1 and 2.

1. Election of two Class | Directors (or if any noménis not available for election, such substitutéhasBoard of Directors may
designate) each for a three-year term and uniil Huecessors are duly elected and qualified.

Nominees Jay M. Moyes and Ha-Georg Klingemann, M.D., Ph.I
FOR THE NOMINEES O
WITHHOLD AUTHORITY FOR ALL NOMINEES O

FOR ALL THE NOMINEES EXCEPT AS NOTEI

TO VOTE “FOR ALL NOMINEES” OR TO WITHHOLD AUTHORITYTO VOTE FOR ALL NOMINEES MARK THE APPROPRIATE
BOX ABOVE. TO WITHHOLD AUTHORITY ONLY FOR A SPECIRT NOMINEE, PRINT THE NAME OF THE NOMINEE IN
RESPECT OF WHICH AUTHORITY IS TO BE WITHHELD ON THEINE ABOVE APPEARING BESIDE “FOR ALL NOMINEES
EXCEPT AS NOTED”

2. Proposal to ratify the appointment of Grant Thomith P as our independent registered public accagrftrm for the fiscal year
ending December 31, 2013.

FOR AGAINST ABSTAIN
O O O

In their discretion, the proxies are authorizegtdte upon such other matters as may properly cafardthe meeting or any adjournments or
postponements thereof.

This Proxy when executed will be voted in the marthiected herein. If no direction is made thisyyravill be voted FOR THE NOMINEES
in Proposal No. 1 and FOR Proposal No. 2.

PLEASE MARK, SIGN, DATE AND RETURN PROMPTLY IN THENCLOSED ENVELOPE.

Signature Date:

Signature Date:




NOTE: Please insert date and sign exactly as ndrapfears hereon. Joint owners should each sigenWigning as attorney, execut
administrator, trustee, guardian, or officer oresthuthorized person on behalf of a corporatiootber entity, or in another representative
capacity, please give full title as such under afgre(s).




