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T 206.282.7100    F 206.272.4010

June 10, 2002

Dear Shareholder:

You are cordially invited to attend the Cell Therapeutics, Inc. (�CTI�) Annual Meeting of Shareholders, to be held at 10:30 a.m. on Friday, July
12, 2002, in the St. Andrews Ballroom located at the Golf Club at Newcastle, 15500 Six Penny Lane, Newcastle, Washington 98059.

Information concerning the business to be conducted at the meeting is included in the accompanying Notice of Annual Meeting of Shareholders
and Proxy Statement. Immediately following the meeting, we will report on the operations of CTI and respond to any questions you may have.

A copy of the 2001 Annual Report to Shareholders is also enclosed.

YOUR VOTE IS VERY IMPORTANT. Whether or not you plan to attend the meeting, it is important that your shares be represented.
Therefore, we urge you to sign, date and promptly return the enclosed proxy in the enclosed postage paid envelope. If your shares are held in a
bank or brokerage account, you may be eligible to vote your proxy electronically or by telephone. Please refer to the enclosed voting form for
instructions. If you attend the meeting, you will, of course, have the right to vote in person.

I look forward to greeting you personally, and on behalf of the Board of Directors and Management, I would like to express our appreciation for
your interest in CTI.

Sincerely,

James A. Bianco, M.D.
President & Chief Executive Officer
Shareholder

Cell Therapeutics, Inc. 501 Elliott Avenue West Suite #400, Seattle, WA 98119
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CELL THERAPEUTICS, INC.

Notice of Annual Meeting of Shareholders
Friday, July 12, 2002

To Our Shareholders:

The Annual Meeting of Shareholders of Cell Therapeutics, Inc. (�CTI�) will be held at 10:30 a.m. on Friday, July 12, 2002, in the St. Andrews
Ballroom located at the Golf Club at Newcastle, 15500 Six Penny Lane, Newcastle, Washington 98059 for the following purposes:

(1) To elect three Class II Directors, each to serve until the 2005 Annual Meeting;

(2) To approve an amendment to our 1994 Equity Incentive Plan to increase the number of shares of common stock available for grant
under the plan by 1,800,000 shares;

(3) To approve an amendment to our 1996 Employee Stock Purchase Plan to increase the number of shares of common stock available
for issuance under the plan by 200,000 shares;

(4) To ratify the selection of Ernst & Young LLP as our independent auditors for the year ending December 31, 2002; and

(5) To transact such other business as may properly come before the meeting, and all adjournments and postponements thereof.

All shareholders are invited to attend the meeting. Shareholders of record at the close of business on May 24, 2002, the record date fixed by the
Board of Directors, are entitled to notice of, and to vote at, the meeting and all adjournments and postponements thereof. A complete list of
shareholders entitled to notice of, and to vote at, the meeting will be open to examination by the shareholders beginning ten days prior to the
meeting for any purpose germane to the meeting during normal business hours at the office of the Secretary of the Company at 501 Elliott
Avenue West, Suite 400, Seattle, Washington 98119.

Whether or not you intend to be present at the meeting, please sign and date the enclosed proxy and return it in the enclosed envelope. If your
shares are held in a bank or brokerage account, you may be eligible to vote your proxy electronically or by telephone. Please refer to the
enclosed voting form for instructions.

By Order of the Board of Directors

Michael J. Kennedy
Secretary

Seattle, Washington
June 10, 2002

YOUR VOTE IS IMPORTANT. ACCORDINGLY, YOU ARE URGED TO SIGN, DATE AND  RETURN PROMPTLY THE
ACCOMPANYING PROXY IN THE ENCLOSED ENVELOPE  REGARDLESS OF WHETHER OR NOT YOU PLAN TO ATTEND

THE MEETING.
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CELL THERAPEUTICS, INC.
501 Elliott Avenue West, Suite 400

Seattle, WA 98119

PROXY STATEMENT

Information Regarding Proxies

General

This Proxy Statement and the accompanying form of proxy are furnished in connection with the solicitation of proxies by the board of directors
of Cell Therapeutics, Inc. for use at our Annual Meeting of Shareholders, to be held at 10:30 a.m. on Friday, July 12, 2002, in the St. Andrews
Ballroom located at the Golf Club at Newcastle, 15500 Six Penny Lane, Newcastle, Washington 98059, and at any adjournment or
postponement thereof.

Only shareholders of record on our books at the close of business on May 24, 2002, which we will refer to as the record date, will be entitled to
notice of, and to vote at, the Annual Meeting.

At the Annual Meeting, shareholders will be asked to: (1) elect three Class II directors, each to serve until the 2005 Annual Meeting, (2) approve
an amendment to our 1994 Equity Incentive Plan to increase the number of shares of common stock available for grant under the plan by
1,800,000 shares, (3) approve an amendment to our 1996 Employee Stock Purchase Plan to increase the number of shares of common stock
available for issuance under the plan by 200,000 shares, and (4) ratify the selection of Ernst & Young LLP as our independent auditors for the
year ending December 31, 2002.

It is anticipated that these proxy solicitation materials will be sent to shareholders on or about June 10, 2002.

Solicitation of Proxies

This solicitation is made on behalf of our board of directors. All expenses in connection with the solicitation of proxies will be borne by us. In
addition to solicitation by mail, our officers, directors or other regular employees may solicit proxies by telephone, facsimile or in person. These
individuals will not receive any additional compensation for these services. We have retained Strategic Stock Surveillance, LLC to assist in the
distribution and solicitation of proxies. Strategic Stock Surveillance, LLC may solicit proxies by mail, telephone, facsimile or in person. We
anticipate that the fee for this service will amount to approximately $7,500.

Voting Rights and Outstanding Shares

Each share of our common stock, without par value, outstanding on the record date is entitled to one vote per share at the Annual Meeting. We
do not have any other class of capital stock outstanding. At the close of business on the record date, there were issued and outstanding
35,120,040 shares of common stock. The presence at the Annual Meeting in person or by proxy of holders of record of a majority of the
outstanding shares of voting stock is required to constitute a quorum for the transaction of all business at the Annual Meeting.

All votes will be tabulated by the inspector of election appointed for the meeting, who will separately tabulate affirmative and negative votes,
abstentions and �broker non�votes� (i.e., shares held by a broker or nominee which are represented at the meeting, but with respect to which the
broker or nominee is not empowered
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to vote on a particular proposal). Abstentions will be counted towards the tabulation of votes cast on proposals presented to the shareholders and
will have the same effect as negative votes against Proposals 2 and 3. Broker non-votes are counted towards a quorum, but are not counted for
any purpose in determining whether a matter has been approved. In an uncontested election of directors, any action other than a vote for a
nominee will have no effect, assuming the presence of a quorum. Abstentions and broker non-votes will have no effect on Proposal 4, as they
will not represent votes cast for the purpose of voting on this proposal.

All shares of common stock represented by properly executed proxies that are returned and not revoked will be voted in accordance with the
instructions, if any, given therein. If no instructions are provided in a proxy, the shares of voting stock represented by such proxy will be voted
FOR the board�s nominees for director, and FOR the approval of Proposals 2, 3 and 4 and in accordance with the proxy-holder�s best judgment as
to any other matters raised at the Annual Meeting.

Voting Electronically or by Telephone

If your shares are registered in the name of a bank or brokerage firm, you may be eligible to vote your shares electronically over the Internet or
by telephone. A large number of banks and brokerage firms are participating in the ADP Investor Communication Services online program. This
program provides eligible shareholders who receive a paper copy of the annual report and proxy statement the opportunity to vote via the
Internet or by telephone. If your bank or brokerage firm is participating in ADP�s program, your voting form will provide instructions. If your
voting form does not reference Internet or telephone information, please complete and return the paper proxy card in the self-addressed postage
paid envelope provided.

Revocability of Proxies

Any shareholder of record executing a proxy has the power to revoke it at any time prior to the voting thereof on any matter (without, however,
affecting any vote taken prior to such revocation) by delivering written notice to our secretary, Michael J. Kennedy, at our principal executive
offices, by executing and delivering another proxy dated as of a later date or by voting in person at the meeting.

Security Ownership of Certain Beneficial Owners and Management

The following table sets forth certain information regarding beneficial ownership of common stock, as of April 30, 2002, by (1) each shareholder
known by us to be the beneficial owner of more than 5% of our outstanding shares of common stock, (2) each of our directors and nominees for
director, (3) each of our executive officers named in the Summary Compensation Table herein, and (4) all directors and executive officers as a
group:

Name and Address of Beneficial Owner (1)

Number of Shares
Beneficially Owned

(2)
Shares Subject to

Options
Percentage

Ownership (2)

Lindsay A. Rosenwald and The Aries Master Funds (3) 3,483,491 �  9.9%
c/o Paramount Capital Asset Management, Inc
787 Seventh Avenue, 48th Floor
New York, NY 10019

Essex Woodlands Health Ventures Fund IV, L.P. (4) 1,965,816 �  5.6%
15001 Walden Road, Suite 101
Montgomery, TX 77356

Janus Capital Corporation (5) 2,515,370 �  7.2%
100 Fillmore Street
Denver, CO 90206

James A. Bianco, M.D.** 767,610 462,291 2.1%

2
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Name and Address of Beneficial Owner (1)

Number of Shares
Beneficially Owned

(2)
Shares Subject to

Options
Percentage

Ownership (2)

Jack L. Bowman** 32,383 32,383 *

Vartan Gregorian, Ph.D.** 15,000 15,000 *

Wilfred E. Jaeger, M.D.** 8,240 8,240 *

Max E. Link, Ph.D.** 10,000 10,000 *

Mary O. Mundinger, DrPH** 25,000 25,000 *

Phillip M. Nudelman, Ph.D.** 49,811 41,811 *

Jack W. Singer, M.D.** 361,779 134,532 1.0%

Louis A. Bianco 192,390 162,481 *

Edward F. Kenney 156,668 156,668 *

Carolyn M. Paradise, M.D. 39,551 37,324 *

All directors and executive officers as a group (13 persons) 1,666,432 1,093,730 4.6%

* Less than 1%
** Denotes director of CTI
(1) The address of the individuals listed is 501 Elliott Avenue West, Suite 400, Seattle, Washington 98119.
(2) Beneficial ownership is determined in accordance with the rules of the Securities and Exchange Commission (�SEC�) and generally includes voting or

investment power with respect to securities. This table is based upon information supplied by officers, directors, and Schedules 13D and 13G filed with the
SEC. Shares of common stock subject to options or warrants currently exercisable or convertible, or exercisable or convertible within 60 days of April 30,
2002, are deemed outstanding for computing the percentage of the person holding the option or warrant but are not deemed outstanding for computing the
percentage of any other person. Except as indicated in the footnotes to this table and pursuant to applicable community property laws, the persons named in
the table have sole voting and investment power with respect to all shares of common stock beneficially owned.

(3) Includes (a) warrants to purchase 35,000 shares of common stock, and 1,544,510 shares of common stock held by Lindsay A. Rosenwald, M.D., (b)
warrants to purchase 257,219 shares of common stock, and 1,007,481 shares of common stock held by The Aries Master Fund, a Cayman Island exempted
company, (c) warrants to purchase 104,229 shares of common stock, and 405,866 shares of common stock held by Aries Domestic Fund L.P., (d) warrants
to purchase 8,076 shares of common stock, and 121,110 shares of common stock, held by Aries Domestic Fund II, L.P. Paramount Capital Asset
Management, Inc. is the general partner of each of the Aries Domestic Funds and the investment manager of The Aries Master Fund. Dr. Rosenwald is the
chairman and sole shareholder of Paramount Capital Asset Management.

(4) Consists of 1,965,816 shares of common stock beneficially owned by Essex Woodlands Health Ventures Fund IV, L.P. Mr. Martin P. Sutter is the
managing director of Essex Woodlands Health Ventures Fund IV, L.P.

(5) Janus Capital Corporation has sole power to vote and dispose of 2,515,370 shares. Mr. Thomas H. Bailey, the president and chairman of the board of Janus
Capital Corporation, has sole power to vote and dispose of 2,515,370 shares. Also, Janus Global Life Sciences Fund has sole power to vote and dispose of
1,773,055 shares.

3

Edgar Filing: CELL THERAPEUTICS INC - Form DEF 14A

6



PROPOSAL 1
ELECTION OF DIRECTORS

Our amended and restated articles of incorporation provide for the board of directors to be divided into three approximately equal classes of
directors serving staggered three-year terms and until their successors are elected and qualified. As a result, approximately one-third of the total
number of directors will be elected every year. Under our bylaws, the number of directors constituting the entire board of directors may be
decreased or increased by majority action of either the board of directors or the shareholders, but no decrease in the number of directors may
have the effect of shortening the term of any incumbent director. In the event of a vacancy on the board of directors, our bylaws permit a
majority of the remaining directors in office to fill the vacancy, and the director then chosen will hold office until the next shareholders� meeting
at which directors are elected and until his or her successor is elected and qualifies.

The board of directors has fixed the number of directors at eight. Currently, there are eight members of the board of directors. The current terms
of office of the Class II directors, Dr. Max E. Link, Dr. Wilfred E. Jaeger, and Dr. Vartan Gregorian expire at the 2002 Annual Meeting. The
current terms of office of the Class III directors, Dr. James A. Bianco, Dr. Jack W. Singer and Dr. Mary O. Mundinger, expire at the 2003
Annual Meeting. The current terms of office of the Class I directors, Dr. Phillip M. Nudelman and Mr. Jack L. Bowman, expire at the 2004
Annual Meeting.

Dr. Link, Dr. Jaeger, and Dr. Gregorian have been nominated by the board for election at the Annual Meeting as Class II directors for three-year
terms expiring at the 2005 Annual Meeting.

If elected, each nominee will hold office until his term expires and his successor is elected and qualifies. It is intended that the accompanying
proxy will be voted for the election as directors of Dr. Link, Dr. Jaeger, and Dr. Gregorian unless the proxy contains contrary instructions. Each
nominee has agreed to serve if elected, and we have no reason to believe that any of the nominees will not be a candidate or will be unable to
serve. However, if any of the nominees should become unable or unwilling to serve as a director, the persons named in the proxy have advised
us that they will vote for the election of the substitute nominee or nominees designated by the board of directors.

The candidates elected will be those receiving the three largest number of votes cast by the shares of voting stock entitled to vote in the election.
Abstentions and broker non-votes will not be counted in the election of directors.

Set forth below is biographical information for each nominee for director and each person whose term of office as a director will continue after
the Annual Meeting:

Name
Age as of
5/01/02 Director Since Class

James A. Bianco, M.D.(2) 45 1991 III
Jack L. Bowman(3)(4) 69 1995 I
Vartan Gregorian, Ph.D. 68 2001 II
Wilfred E. Jaeger, M.D.(3)(4) 46 1992 II
Max E. Link, Ph.D.(1)(2) 61 1995 II
Mary O. Mundinger, DrPH(3) 65 1997 III
Phillip M. Nudelman, Ph.D.(2)(4) 66 1994 I
Jack W. Singer, M.D. 59 1991 III

(1) Chairman of the board of directors.
(2) Member of the executive committee.
(3) Member of the compensation committee.
(4) Member of the audit committee.

4
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Nomination for Election for a Three-Year Term Expiring at the 2002 Annual Meeting�Class II Directors

Dr. Link joined the board of directors in July 1995 as its vice chairman and has served as chairman of the board of directors since January 1996.
In addition, Dr. Link has held a number of executive positions with pharmaceutical and healthcare companies. Most recently, he served as chief
executive officer of Corange, Limited from May 1993 until June 1994. Prior to joining Corange, Dr. Link served in a number of positions within
Sandoz Pharma Ltd., including chief executive officer from 1990 until April 1992, and chairman from April 1992 until May 1993. Dr. Link
currently serves on the board of directors of Alexion Pharmaceuticals, Inc., Access Pharmaceuticals, CytRx Corporation, Discovery Labs,
Human Genome Sciences, Inc., Protein Design Labs, Inc., Celsion Corporation, and Osiris Therapeutics. Dr. Link received his Ph.D. in
economics from the University of St. Gallen.

Dr. Jaeger has been one of our directors since September 1992. Dr. Jaeger is a founding general partner of Three Arch Partners, a venture
capital firm which focuses on health care investments. Prior to joining Three Arch Partners in 1993, he was a partner at Collinson Howe Venture
Partners, formerly Schroeder Venture Advisors and the Phoenix Partners. Dr. Jaeger is also a director of numerous other healthcare companies.
Dr. Jaeger received his M.D. from the University of British Columbia in Vancouver, B.C., Canada and his M.B.A. from Stanford University.

Dr. Gregorian has been one of our directors since December 2001. He is the twelfth president of Carnegie Corporation of New York, a
grant-making institution founded by Andrew Carnegie in 1911. Prior to his current position, which he assumed in June 1997, Dr. Gregorian
served for eight years as Brown University�s sixteenth president. He was awarded a Ph.D. in history and humanities from Stanford University. A
Phi Beta Kappa and a Ford Foundation Foreign Area Training Fellow, he is a recipient of numerous fellowships, including those from the John
Simon Guggenheim Foundation, the American Council of Learned Societies, the Social Science Research Council and the American
Philosophical Society. He serves on the boards of McGraw-Hill and Providence Journal.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE IN FAVOR OF EACH NAMED NOMINEE.

Directors Continuing in Office Until the 2003 Annual Meeting�Class III Directors

Dr. Bianco is our principal founder and has been our president and chief executive officer since February 1992 and one of our directors since
our inception in September 1991. Prior to joining us, Dr. Bianco was an assistant professor of medicine at the University of Washington, Seattle,
and an assistant member in the clinical research division of the Fred Hutchinson Cancer Research Center, the world�s largest bone marrow
transplant center. From 1990 to 1992, Dr. Bianco was the director of the Bone Marrow Transplant Program at the Veterans Administration
Medical Center in Seattle. Dr. Bianco received his B.S. degree in biology and physics from New York University and his M.D. from Mount
Sinai School of Medicine. Dr. Bianco is the brother of Louis A. Bianco, our executive vice president, finance and administration.

Dr. Singer is one of our founders and directors and currently serves as our executive vice president, research program chairman. Dr. Singer has
been one of our directors since our inception in September 1991. From April 1992 to July 1995, Dr. Singer was our executive vice president,
research and development. Prior to joining us, Dr. Singer was a professor of medicine at the University of Washington and a full member of the
Fred Hutchinson Cancer Research Center. From 1975 to 1992, Dr. Singer was the chief of medical oncology at the Veterans Administration
Medical Center in Seattle. Dr. Singer received his M.D. from State University of New York, Downstate Medical College.

Dr. Mundinger has been one of our directors since April 1997. Since 1986, she has been a dean and professor at the School of Nursing, and an
associate dean on the faculty of medicine at Columbia University. Dr. Mundinger currently serves on the board of directors of United Health
Group. Dr. Mundinger received her doctorate of public health from Columbia�s School of Public Health.

5
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Directors Continuing in Office Until the 2004 Annual Meeting�Class I Directors

Dr. Nudelman has been one of our directors since March 1994. Since May 2000, he has been the president and chief executive officer of The
Hope Heart Institute. From 1998 to 2000, he was the chairman of the board of Kaiser/Group Health. From 1990 to 2000, Dr. Nudelman was the
president and chief executive officer of Group Health Cooperative of Puget Sound, a health maintenance organization. Dr. Nudelman serves on
the board of directors of SpaceLabs Medical, Inc., Personal Path Systems, and Cytran Ltd. Dr. Nudelman received his B.S. degree in
microbiology, zoology and pharmacy from the University of Washington, and holds an M.B.A. and a Ph.D. in health systems management from
Pacific Western University.

Mr. Bowman has been one of our directors since April 1995. From 1987 until January 1994, Mr. Bowman was a company group chairman at
Johnson & Johnson, having primary responsibility for a group of companies in the diagnostic, blood glucose monitoring and pharmaceutical
businesses. From 1980 to 1987, Mr. Bowman held various positions at American Cyanamid Company, most recently as executive vice president.
Mr. Bowman was a member of the board of trustees of The Johns Hopkins University and serves on the board of directors of NeoRx
Corporation, Cellegy Pharmaceuticals, Inc., Targeted Genetics Corporation, Celgene Corporation, Osiris Therapeutics, and Reliant
Pharmaceuticals.

Board and Committee Meetings

Our board of directors held 19 meetings during the year ended December 31, 2001. Each of the directors attended at least 75% of the total
number of meetings of the board of directors and the total number of meetings held by all committees of the board of directors on which they
served. The board of directors has three standing committees: an executive committee, a compensation committee, and an audit committee.
There is no standing nominating committee.

The executive committee exercises the full power and authority of the board of directors, except as limited by applicable law and except as
specific authority is otherwise delegated by the board of directors to its other committees. One meeting of the executive committee was held
during the year ended December 31, 2001. The executive committee currently consists of Drs. Bianco, Link and Nudelman.

The compensation committee has broad responsibility for assuring that our officers and key management personnel are effectively compensated
in terms of salaries, supplemental compensation and benefits that are internally equitable and externally competitive. The compensation
committee also administers our 1994 Equity Incentive Plan and our 1996 Employee Stock Purchase Plan. Three meetings of the compensation
committee were held during the year ended December 31, 2001. The compensation committee currently consists of three non-employee
directors, Drs. Jaeger and Mundinger and Mr. Bowman.

The audit committee, which was established in January 1994, has responsibility for assisting the board of directors in fulfilling their
responsibilities related to our corporate accounting and reporting practices and the quality and integrity of our financial reporting. The
composition of the audit committee and the attributes of its members, and the responsibilities of the audit committee as reflected in its charter,
are intended to be in accord with Securities and Exchange Commission rules and Nasdaq listing requirements adopted in December 1999 with
regard to corporate audit committees. Six meetings of the audit committee were held during the year ended December 31, 2001. The audit
committee currently consists of three non-employee directors, Drs. Jaeger and Nudelman and Mr. Bowman, all of whom meet the independence
and experience criteria of the Nasdaq listing requirements.

6
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Director Compensation

Directors who are also our employees are not paid an annual retainer, nor are they compensated for serving on the board. Non-employee
directors are paid $2,000 per meeting of the board, up to a maximum of $10,000 per director each calendar year, and $1,000 per meeting of a
board committee, up to a maximum of $5,000 per director each calendar year. All directors are reimbursed for their expenses incurred in
attending board meetings. During 2001, pursuant to the Automatic Option Grant Program in effect for the directors under our 1994 Stock Option
Plan, each non-employee director also received a fully-vested option grant for 15,000 shares upon appointment to the board, and a fully-vested
option grant for 5,000 shares annually after the commencement of his or her service as a director. Each of these options has an exercise price
equal to 100% of the fair market value on the grant date in 2001 and a term of ten years measured from the grant date, subject to early
termination if the optionee ceases serving as a director.

7
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PROPOSAL 2
APPROVAL OF AMENDMENT TO THE 1994 EQUITY INCENTIVE PLAN

Our 1994 Equity Incentive Plan, which we will refer to as the 1994 plan, was adopted by the board of directors in January 1994 and approved by
the shareholders in February 1994. The 1994 plan provides for the grant of incentive stock options to our employees and nonstatutory stock
options to our employees, directors and consultants. On May 23, 2002, the board of directors authorized an amendment to the 1994 plan, subject
to shareholder approval, to increase the number of shares authorized for issuance under the 1994 plan by 1,800,000 shares, from 6,536,715
shares to 8,336,715. The shareholders are being requested to approve this amendment at the Annual Meeting of Shareholders. As of the record
date, options to purchase an aggregate of 4,264,024 shares of our common stock were outstanding under the 1994 plan with a weighted average
exercise price of $20.76 per share, options to purchase an aggregate of 1,653,576 shares of our common stock had been exercised and 427,384
shares of common stock were available for future grant under the plan.

The purpose of the proposed increase is to provide sufficient shares for future option grants to our new and existing officers, key employees,
non-employee directors and consultants. The board of directors believes that we should have shares available under the 1994 plan to provide
options to certain of our prospective and existing officers, key employees, non-employee directors and consultants. The board of directors
further believes that we and our shareholders significantly benefit from having our key management, scientific employees and consultants
receive options to purchase our common stock, and that the opportunity afforded these employees and consultants to acquire common stock is an
essential element of an effective management incentive program. The board of directors also believes that stock options are valuable in attracting
and retaining highly qualified management and scientific personnel and in providing additional motivation to these individuals to use their best
efforts on our behalf.

The 1994 plan is administered by the compensation committee of the board of directors. The compensation committee may amend the terms of
any award theretofore granted but no such amendment shall impair the right of any participant without his or her consent. However, the
compensation committee may not, without the approval of shareholders, (i) amend the terms of any option to reduce the option price or (ii)
cancel any option and grant a new option with a lower option price such that the effect would be the same as reducing the option price.

For a description of the principal features of the 1994 plan, see �Appendix A�Description of the 1994 Equity Incentive Plan.�

The affirmative vote of a majority of the outstanding shares of voting stock present in person or represented by proxy entitled to vote at the
Annual Meeting will be required to approve the proposed amendment to the 1994 plan.

Unless otherwise instructed, it is the intention of the persons named in the accompanying form of proxy to vote shares represented by properly
executed proxies for approval of the proposed amendment to the 1994 plan.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE IN FAVOR OF THE PROPOSED AMENDMENT TO THE 1994 PLAN
AND THE INCREASE OF THE NUMBER OF SHARES RESERVED FOR ISSUANCE UNDER THE PLAN.

Participation in the 1994 Plan

As of the record date, the options to purchase 4,264,024 shares of our common stock that were outstanding pursuant to our 1994 plan and our
1992 stock option plan were granted to 272 employees, consultants and non-employee directors and generally vest in equal annual installments
on the first three or four anniversaries of the date of grant. The exercise prices of these options range from $2.00 to $47.28, with an average
weighted exercise price of $20.76. In addition, restricted share awards covering 191,731 shares of common stock were granted to 18 employees,
and these awards vest on the third anniversary of the date of grant.

8

Edgar Filing: CELL THERAPEUTICS INC - Form DEF 14A

11



Stock Options and Awards

The table below shows, as to each of our executive officers named in the Summary Compensation Table herein and the various indicated
individuals and groups, the number of shares of common stock subject to options and restricted shares granted under the 1994 plan between
January 1, 2001 and April 30, 2002, together with the weighted average exercise price payable per share.

Name
Number of
Options (#)

Weighted Average
Exercise Price ($)

James A. Bianco, M.D. 250,000 $ 27.30
Louis A. Bianco 75,000 27.30
Edward F. Kenney 75,000 27.30
Carolyn M. Paradise, M.D. 75,000 26.56
Jack W. Singer, M.D 75,000 27.30
All current executive officers as a group (7 persons) 729,000 27.02
All directors (other than executive officers) as a group (6 persons) 60,000 22.76
All employees, including current officers who are not executive officers, as a group (211 persons) 634,649 24.29

New Plan Benefits

As of the date of this proxy statement, no awards have been made under the 1994 plan on the basis of the share increase which forms Proposal 2.
The number and type of awards to be granted under the 1994 plan to any particular individual cannot be determined as of such date, except for
the options that will automatically be granted to certain non�employee directors as described in Appendix A.

Equity Compensation Plan Information

The following table gives information about our common stock that may be issued upon the exercise of options, warrants, and rights under all of
our existing compensation plans as of December 31, 2001, including the 1994 Equity Incentive Plan and the 1996 Employee Stock Purchase
Plan.

Plan Category

(a) Number of
Securities to be Issued
Upon Exercise of

Outstanding Options,
Warrants and Rights

(b) Weighted Average
Exercise Price of
Outstanding

Options, Warrants,
and Rights

(c) Number of Securities
Remaining Available for
Future Issuance Under
Equity Compensation
Plans (Excluding

Securities Reflected in
Column (a))

(d) Total of
Securities Reflected in
Columns (a) and (c)

Equity Compensation
Plans Approved by Shareholders 4,540,689 $ 19.67 570,328 5,111,017
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PROPOSAL 3
APPROVAL OF AMENDMENT TO THE 1996 EMPLOYEE STOCK PURCHASE PLAN

We are seeking your approval of an amendment to our 1996 Employee Stock Purchase Plan, which we will refer to as the employee plan, to
increase the number of shares of our common stock available for issuance under the employee plan by 200,000 shares, from 285,714 to 485,714
shares. The board of directors approved this amendment on May 23, 2002. The purposes of the employee plan are to encourage ownership of our
common stock by our employees and to provide additional incentives to our employees to promote the success of our business. Under the
employee plan, participants may purchase our stock at a discount (limited to 85% of the fair market value on the date of grant) through
convenient payroll deductions. We believe the employee plan is an important component of our employee compensation package and
approximately 50% of our employees participated in the employee plan during the most recent purchase period. We also believe that the
employee plan assists us in attracting and retaining skilled personnel. The essential features of the employee plan are summarized below. The
employee plan is intended to be an employee stock purchase plan within the meaning of Section 423 of the Internal Revenue Code of 1986, as
amended.

Summary Of 1996 Employee Stock Purchase Plan

General.    The employee plan was originally adopted by the board of directors in March 1996 and approved by our shareholders in April 1996
and provides our employees with the opportunity to purchase shares of common stock through payroll deductions. The number of shares of
common stock previously reserved for issuance under the employee plan was 285,714 shares. As of December 31, 2001, 195,013 shares of
common stock had been sold under the employee plan, leaving 90,701 shares available for purchase.

Administration.    The employee plan shall be administered by a committee of the board of directors consisting of not less than two
non-employee directors, which shall determine from time to time whether to grant options to purchase shares under the employee plan as of any
date otherwise qualifying as an offering commencement date. The committee shall have authority in its discretion to interpret the employee plan,
to prescribe, amend and rescind rules and regulations relating to determining the terms of options to purchase shares granted under the employee
plan, and to make all other determinations necessary or advisable for the administration of the employee plan. Any determination of the
committee shall be final and binding upon all persons having or claiming any interest under the employee plan or under any options to purchase
shares granted pursuant to the employee plan.

Eligibility and Participation.    Employees who customarily work more than twenty hours per week and more than five months per calendar
year may participate in the employee plan. Participation in the employee plan is voluntary. No participant may purchase shares if immediately
after such purchase, the participant would own stock and/or outstanding options to purchase stock comprising 5% or more of the total combined
voting power of our stock. In addition, no participant is permitted to purchase stock with a value in excess of $25,000 (determined at the fair
market value of the stock at the time such option to purchase shares is granted) in any calendar year.

Offering Dates.    Shares of stock are offered for purchase on the first business day of each new offering period. New offering periods start on
each January 1 and July 1.

Purchase Price.    The purchase price per share is 85% of the lower of (a) the fair market value per share on the commencement date of the
applicable offering period, or (b) the fair market value of the stock on the last business day of the applicable offering period.

Payroll Deductions.    Employees may authorize payroll deductions in 1% multiples of base salary for each payroll period up to a maximum of
10% of his or her base salary. An employee may discontinue his or her participation in the employee plan at any time.

10

Edgar Filing: CELL THERAPEUTICS INC - Form DEF 14A

13



Purchase of Stock.    By executing an enrollment form, an employee is entitled to purchase shares of our common stock on the last day of the
offering period. The maximum number of shares that may be purchased during an offering period is determined by dividing the amount
collected from the participant through payroll deductions during the offering period by the purchase price in effect for that offering termination
date, subject to a maximum of 800 shares. Unless the employee�s participation is discontinued prior to such purchase date, his or her purchase of
the shares will occur automatically on the last day of the offering period at the applicable price.

Withdrawal.    Generally, a participant may withdraw from an offering period at any time by written notice without affecting his or her
eligibility to participate in future offering periods. However, once a participant withdraws from a particular offering period, that participant may
not participate again in the same offering period. To participate in a subsequent offering period, the participant must deliver a new enrollment
agreement to us.

Termination of Employment.    Termination of a participant�s employment for any reason, including death, retirement, voluntary severance or
involuntary severance, cancels his or her option to purchase shares and participation in the employee plan immediately. In such event, the
payroll deductions credited to the participant�s account will be returned to him or her or, in the case of an employee�s death, to the person or
persons entitled thereto as provided in the employee plan.

Changes in Capitalization.    The number of shares reserved under the employee plan, the limit on the number of shares which may be
purchased during the accumulation period and the purchase price per share of common stock under the employee plan shall be appropriately
adjusted for the payment of a stock dividend or any increase or decrease in the number of outstanding shares of our common stock resulting
from a split-up or contraction of shares, in order to prevent the dilution or enlargement of benefits thereunder.

Change of Control.    In the event of a change of control (as defined in the employee plan), the board of directors shall, in its sole discretion,
either (a) provide that shares granted under the employee plan shall be purchasable to the extent of each participant�s accumulated payroll
deductions for the offering period in effect as of a date prior to the change in control or (b) arrange with the surviving, continuing, successor or
purchasing corporation, as the case may be, that such corporation assume our rights and obligations under the employee plan.

Dissolution or Liquidation.    In the event of our dissolution or liquidation, except pursuant to a transaction to which Section 424(a) of the
Internal Revenue Code applies, each option to purchase shares of our common stock will terminate; however, the participant has the right to
purchase shares prior to such dissolution or liquidation.

Amendment and Termination of the Employee Plan.    The board of directors may terminate or amend the employee plan at any time and
from time to time. No termination of or amendment to the employee plan may materially and adversely affect the rights of a participant as of the
date of such termination or amendment without the participant�s consent.

Federal Income Tax Consequences

The proposed amendment will have no effect upon the tax consequences to participants or us. The following brief summary of the effect of
federal income taxation upon the participant and us with respect to the shares purchased under the employee plan does not purport to be
complete, and does not discuss the tax consequences of a participant�s death or the income tax laws of any state or foreign country in which the
participant may reside.

The employee plan, and the right of participants to make purchases thereunder, is intended to qualify under the provisions of Section 423 of the
Internal Revenue Code. Under these provisions, no income will be taxable to a participant until the shares purchased under the employee plan
are sold or otherwise disposed of. Upon sale or
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other disposition of the shares, the participant will generally be subject to tax in an amount that depends upon the holding period applicable to
such shares. If the shares are sold or otherwise disposed of more than two years from the first day of the applicable offering period, the
participant will recognize ordinary income measured as the lesser of (a) the excess of the fair market value of the shares at the time of such sale
or disposition over the purchase price, or (b) an amount equal to 15% of the fair market value of the shares as of the first day of the applicable
offering period. Any additional gain will be treated as long-term capital gain. If the shares are sold or otherwise disposed of before the expiration
of these holding periods, the participant will recognize ordinary income generally measured as the excess of the fair market value of the shares
on the date the shares are purchased over the purchase price. Any additional gain or loss on such sale or disposition will be capital gain, which
will be long-term if the shares are held for more than one year. We generally are not entitled to a deduction for amounts taxed as ordinary
income or capital gain to a participant except to the extent of ordinary income recognized by participants upon a sale or disposition of shares
prior to the expiration of the holding periods described above.

Participation In The Employee Plan

The following table sets forth the number of shares purchased under the employee plan during 2001 by each of (i) the named executive officers;
(ii) all executive officers as a group; and (iii) all employees, including all officers who are not currently executive officers, as a group.
Non-employee directors are not eligible for participation in the employee plan.

Name

Number of Shares
Purchased Under the
Employee Plan in 2001

Dollar
Value

Payroll
Deductions
as of Fiscal
Year End
2001

James A. Bianco, M.D. �  $ �  $ �  
Louis A. Bianco �  �  �  
Edward F. Kenney 449 11,570 9,835
Carolyn M. Paradise, M.D. 719 19,079 16,217
Jack W. Singer, M.D. 119 3,069 2,608
All current executive officers as a group (7 persons) 1,287 33,718 28,660
All employees, including current officers who are not executive
officers, as a group (116 persons) 22,280 568,583 483,296

The affirmative vote of a majority of the outstanding shares of voting stock present in person or represented by proxy entitled to vote at the
Annual Meeting will be required to approve the proposed amendment to the employee plan.

Unless otherwise instructed, it is the intention of the persons named in the accompanying form of proxy to vote shares represented by properly
executed proxies for approval of the proposed amendment to the employee plan.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE PROPOSAL TO AMEND THE 1996 EMPLOYEE STOCK
PURCHASE PLAN INCREASING THE NUMBER OF SHARES RESERVED FOR ISSUANCE UNDER THE PLAN.

12

Edgar Filing: CELL THERAPEUTICS INC - Form DEF 14A

15



PROPOSAL 4
RATIFICATION OF THE SELECTION OF INDEPENDENT AUDITORS

The board of directors has selected Ernst & Young LLP as our independent auditors for the year ending December 31, 2002, and has further
directed that we submit the selection of independent auditors for ratification by the shareholders at the Annual Meeting. Ernst & Young LLP has
audited our financial statements since 1992. Representatives of Ernst & Young LLP are expected to be present at the Annual Meeting, will have
an opportunity to make a statement if they so desire and will be available to respond to appropriate questions.

In the event the shareholders fail to ratify the selection, the board will reconsider whether or not to retain that firm. Even if the selection is
ratified, the board in its discretion may direct the appointment of a different independent accounting firm at any time during the year if the board
feels that such a change would be in our and our shareholders� best interests. The affirmative vote of a majority of the shares of voting stock
present in person or represented by proxy and entitled to vote at the Annual Meeting will be required to ratify the selection of Ernst & Young
LLP. Abstentions and broker non�votes will not be counted toward the total.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE RATIFICATION OF THE SELECTION OF ERNST &
YOUNG LLP AS INDEPENDENT AUDITORS.

Audit Committee Report

The audit committee reviews and monitors our financial reporting process on behalf of the board and reviews our system of internal controls and
our investment policies. The audit committee acts only in an oversight capacity, however, and it is management that has the primary
responsibility for the financial statements and the reporting process. The board has adopted the charter of the audit committee.

In addition, the audit committee recommends to the board the appointment of the independent auditors and reviews their proposed audit scope,
approach and independence.

The audit committee members are not professional accountants or auditors and their duties are not intended to duplicate or to certify the
activities of management or the independent auditors. It is not the audit committee�s duty to plan or conduct audits or to determine that our
financial statements are complete and accurate and are in accordance with generally accepted accounting principles. Consequently, the audit
committee is not providing any professional certification as to the independent auditors� work or any expert assurance as to the financial
statements.

The audit committee has reviewed and discussed our audited financial statements with management and Ernst & Young LLP. Management has
represented to the audit committee that the financial statements were prepared in accordance with generally accepted accounting principles.

The audit committee also discussed with Ernst & Young LLP other matters required to be discussed by Statement on Auditing Standards No. 61
(Communication with Audit Committees). In addition, the audit committee has received from, and discussed with, Ernst & Young LLP their
annual written report on their independence from us and our management, as required by Independence Standards Board Standard No. 1
(Independence Discussions with Audit Committees), and considered with the auditors whether the provision of financial information systems
design and implementation and other non-audit services provided to us by them during 2001 were compatible with the auditors� independence.
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Based on the audit committee�s discussion with management and the independent auditors and the audit committee�s review of the representations
of management and the independent auditors, the audit committee recommended to the board that the audited financial statements be included in
our Annual Report on Form 10-K/A for the year ended December 31, 2001, for filing with the Securities and Exchange Commission.

AUDIT COMMITTEE

Jack L. Bowman
Wilfred E. Jaeger, M.D.
Phillip M. Nudelman, Ph.D.

Fees Billed by Ernst & Young LLP During 2001

Audit fees.    Audit fees billed to us during 2001 for review of our annual financial statements and those financial statements included in our
quarterly reports on Form 10-Q totaled $223,725.

Audit related fees.    Audit related fees billed to us during 2001 totaled $463,402.

Financial Information Systems Design and Implementation Fees.    No fees were billed to us during 2001 for financial information systems
design and implementation.

All Other Fees.    Fees billed to us during 2001 for all other non-audit services rendered to us, including tax-related services, totaled $202,791.
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Executive Officers

The following table sets forth certain information with respect to our executive officers:

Name Age as of 5/01/02 Position

James A. Bianco, M.D. 45 President, Chief Executive Officer
Louis A. Bianco 49 Executive Vice President, Finance and Administration
James Canfield 44 Executive Vice President, Chief Administrative Officer
Edward F. Kenney 57 Executive Vice President, Chief Operating Officer
Michael B. Mumford 45 Executive Vice President, Manufacturing Operations
Carolyn M. Paradise, M.D. 57 Executive Vice President, Chief Medical Officer
Jack W. Singer, M.D. 59 Executive Vice President, Research Program Chairman

See proposal 1 for biographical information concerning Drs. Bianco and Singer.

Mr. Bianco is one of our founders and has been our executive vice president, finance and administration since February 1, 1992, and was a
director from our inception in September 1991 to April 1992 and from April 1993 to April 1995. From January 1989 through January 1992, Mr.
Bianco was a vice president at Deutsche Bank Capital Corporation in charge of risk management. Mr. Bianco is a Certified Public Accountant
and received his M.B.A. from New York University. Mr. Bianco and Dr. Bianco are brothers.

Mr. Canfield has been our executive vice president, chief administrative officer since December 2001. From May 2001 to December 2001, Mr.
Canfield served as our vice president, human resource development and administrative services. From September 1999 to May 2001, Mr.
Canfield was a senior consultant in the human resource department at Cobus Group and from April 1996 to August 1999, served as the director
of human resources at Sonus Pharmaceuticals, Inc. Additionally, he has held senior human resource positions at Northern Automotive
Corporation and Lucky Stores. Mr. Canfield received his B.S. degree in human resources management from Kennedy Western University.

Mr. Kenney has been our executive vice president, chief operating officer since January 1999. From February 1997 to September 1998 he was
vice president of marketing and sales at CellPro Incorporated. From 1987 to 1996 he served in various sales, marketing and business
development positions at Cetus Corporation and Chiron Corporation, which merged in 1991. From 1991 to 1996, Mr. Kenney was a marketing
manager in the cardiovascular therapy area at Boehringer Ingelheim, and from 1978 to 1986, he served in various sales, marketing and business
development capacities at Bristol-Myers Corporation. Mr. Kenney received his M.S. degree in natural resources from Ohio State University.

Mr. Mumford has been our executive vice president, manufacturing operations since August 2001. From 1987 through 2001, Mr. Mumford held
several positions at Immunex Corporation serving as the vice president of business and alliance management from June 2000 through August
2001 and vice president of manufacturing from January 1992 to June 2000. From 1981 to 1987, he held various development and manufacturing
positions at Genentech, Inc. Mr. Mumford received his M.S. degree in microbiology from the University of Oklahoma.

Dr. Paradise has been our executive vice president, chief medical officer since September 2001. From May 2000 to September 2001, she served
as our vice president of clinical development and from November 1997 to April 2000, as our head of medical affairs. Dr. Paradise has also been
a key member of our project review board. From 1994 to 1998, she served as the assistant clinical professor in the department of medical
oncology at UCSF Cancer Center and from 1992 to 1997, was vice president of clinical development at Chiron Technologies. She also was the
director of clinical research oncology at Sterling Winthrop Pharmaceutical from 1991 to 1992 and has held several
pharmaceutical/biotechnology related positions since 1977. Dr. Paradise received her B.A. degree from Hunter College and her M.D. from Free
University of Brussels, Belgium.
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Compensation of Executive Officers

The following table sets forth all compensation earned in the years ended December 31, 2001, 2000 and 1999 by our chief executive officer and
the four other most highly compensated executive officers who were serving as executive officers at December 31, 2001, who we will
collectively refer to as the named executive officers:

Summary Compensation Table
Annual Compensation Long-Term Compensation Awards

Name and Principal Position Year Salary ($) Bonus ($)

Other Annual
Compensation

($) (1)

Restricted
Stock

Awards ($)
(2)

Securities
Underlying
Options
($) (3)

All Other
Compensation

($)

James A. Bianco, M.D. 2001 433,008 222,013 137,307(4) �  250,000 49,304(5)
President and Chief 2000 433,125 293,101 66,394(6) �  300,000 49,461(7)
Executive Officer 1999 433,224 50,000 101,885(8) 108,412 100,000 141,397(9)
Louis A. Bianco 2001 300,120 48,874 �  �  75,000 8,302(10)
Executive Vice President, 2000 300,120 60,000 �  �  60,000 10,621(11)
Finance and Administration 1999 300,120 �  �  54,252 35,000 10,428(12)
Edward F. Kenney 2001 246,000 66,420 �  �  75,000 �  
Executive Vice President, 2000 225,000 100,000 �  �  100,000 �  
Chief Operating Officer 1999 211,442 �  �  56,304 135,000 �  
Carolyn M. Paradise, M.D. 2001 238,152 66,103 �  �  75,000 �  
Executive Vice President,
Chief Medical Officer
Jack W. Singer, M.D. 2001 260,016 70,204 �  �  75,000 11,460(13)
Executive Vice President, 2000 260,016 70,000 �  �  70,000 10,984(13)
Research Program Chairman 1999 260,016 �  �  65,067 40,000 11,655(13)

(1) Other annual compensation in the form of perquisites and other personal benefits has been omitted where the aggregate amount of the perquisites and other
personal benefits constituted the lesser of $50,000 or 10% of the total annual salary and bonus for the named executive officer for the applicable year.

(2) All restricted stock grants were made on December 22, 1999 under the 1994 Equity Incentive Plan. The aggregate number of shares held by the named
executive officers at the end of 2001 (and their market value as of December 31, 2001) were: Dr. Bianco, 35,394 ($108,412); Dr. Singer, 21,243 ($65,067);
Mr. Bianco, 17,712 ($54,252); Mr. Kenney, 18,382 ($56,304); and Dr. Paradise, 10,000 ($30,630). All of these grants vest 100% on the third anniversary of
the grant date.

(3) None of the named executive officers held any stock appreciation rights.
(4) Other annual compensation for Dr. Bianco represents perquisites, including $51,685 in tax reimbursements.
(5) All other compensation for Dr. Bianco includes the following: (i) a premium payment of $40,000 for life insurance required by the terms of Dr. Bianco�s

employment, and (ii) reimbursement of long-term disability insurance premiums of $9,304.
(6) Other annual compensation for Dr. Bianco represents perquisites, including $38,772 in tax reimbursements and $19,416 in business travel reimbursements.
(7) All other compensation for Dr. Bianco includes the following: (i) a premium payment of $40,000 for life insurance required by the terms of Dr. Bianco�s

employment, and (ii) reimbursement of long-term disability insurance premiums of $9,461.
(8) Other annual compensation for Dr. Bianco represents perquisites, including $34,166 in tax reimbursements for certain perquisites, and $61,304 in tax

reimbursement with respect to loan forgiveness described in Note 9.
(9) All other compensation for Dr. Bianco includes the following: (i) loan forgiveness of $88,036 pursuant to the terms of Dr. Bianco�s employment agreement,

(ii) a premium payment of $40,000 for life insurance required by the terms of Dr. Bianco�s employment, (iii) reimbursement of long-term disability insurance
premiums of $9,461, and (iv) travel and expense reimbursements totaling $3,900.

(10) All other compensation for Mr. Bianco includes reimbursement for long-term disability insurance premiums.
(11) All other compensation for Mr. Bianco includes the following: (i) reimbursement for long-term disability insurance premiums of $8,443, and (ii) a premium

payment of $2,178 for life insurance.
(12) All other compensation for Mr. Bianco includes the following: (i) reimbursement for long-term disability insurance premiums of $8,499, and (ii) a premium

payment of $1,929 for life insurance.
(13) All other compensation for Dr. Singer includes reimbursement for long-term disability insurance premiums.
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The following table sets forth for each of the named executive officers the number of options granted during the year ended December 31, 2001
and the potential realizable value of such grants. No stock appreciation rights were granted to such individuals for the 2001 fiscal year.

Options Granted in Last Fiscal Year

Individual Grants

Number of
Securities
Underlying
Options

Granted(1)

% of Total
Options

Granted to
Employees
in Fiscal
Year (%)

Exercise
Price

($/Sh) (2)
Expiration

Date

Potential Realizable Value at
Assumed Annual Rates of

Stock Price Appreciation for
Option Term (3)

Name 5% ($) 10% ($)

James A. Bianco, M.D. 250,000 16.5% $ 27.30 11/30/11 $ 4,291,420 $ 10,875,300
Louis A. Bianco 75,000 4.9 27.30 11/30/11 1,287,426 3,262,590
Edward F. Kenney 75,000 4.9 27.30 11/30/11 1,287,426 3,262,590
Carolyn M. Paradise, M.D. 20,000 1.3 24.55 7/6/11 308,724 782,368
Carolyn M. Paradise, M.D. 55,000 3.6 27.30 11/30/11 944,112 2,392,566
Jack W. Singer, M.D. 75,000 4.9 27.30 11/30/11 1,287,426 3,262,590

(1) Options were granted under the 1994 plan.
(2) Stock options were granted at an exercise price equal to 100% of the estimated fair value of the common stock, as determined by the board of directors on the

date of grant, pursuant to the terms of the 1994 plan.
(3) Potential realizable value is based on the assumption that the common stock appreciates at the annual rates shown (compounded annually) from the date of

grant until the expiration of the option term. These assumed rates of appreciation are mandated by the rules of the SEC and do not represent our estimate or
projection of the future common stock price. There can be no assurance that any of the values reflected in this table will be achieved.

The following table sets forth for each of the named executive officers, the fiscal year�end number and value of unexercised options. None of the
named executive officers held any stock appreciation rights at the end of the 2001 fiscal year.

Aggregated Option Exercises in Latest Fiscal Year and Fiscal Year-End Option Values

Shares
Acquired on
Exercise (#)

Value
Realized

($)

Number of Securities Underlying
Unexercised Options at
Fiscal Year End (#)

Value of Unexercised
In-the-Money Options at
Fiscal Year-End ($) (1)

Name Exercisable Unexercisable Exercisable Unexercisable

James A. Bianco, M.D. �  $ �  372,291(2) 33,333 $ 7,888,460 $ 702,560
Louis A. Bianco �  �  146,647(3) 11,666 3,108,034 245,884
Edward F. Kenney �  �  90,005 44,995 1,855,399 927,546
Carolyn M. Paradise, M.D. �  �  33,074 9,030 709,117 193,576
Jack W. Singer, M.D. 10,000 267,792 111,198 13,333 2,354,157 281,020

(1) This amount is the aggregate number of in-the-money options multiplied by the difference between the last reported sale price of the common stock on the
Nasdaq National Market on December 31, 2001 and the exercise price for that option.

(2) Includes 38,048 options exercised and rescinded by Dr. Bianco in 2001.
(3) Includes 43,336 options exercised and rescinded by Mr. Bianco in 2001.

Employment Agreements

Dr. Bianco, president and chief executive officer, entered into an employment agreement with us effective July 4, 2000. The agreement provides
that, in the event that Dr. Bianco�s employment is involuntarily terminated, the severance benefits are equal to: eighteen months base salary,
immediate vesting of all of Dr. Bianco�s stock options and restricted shares, payment for life insurance and accrued but unused vacation. The
employment agreement restricts Dr. Bianco from competing with us for the term of the severance payment period following
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the termination of his employment with us. In addition, the severance payments are conditioned upon Dr. Bianco not soliciting our employees.
The agreement also provides that, in the event a change of control (as defined in the employment agreement) occurs, then all of Dr. Bianco�s
stock options and restricted shares will immediately become vested. It further provides that, if any payments are subject to the excise tax on
parachute payments, we will make a gross up payment in an amount that covers the excise tax due plus the excise and income taxes payable on
the gross up payment.

Each of Jack W. Singer, Louis A. Bianco, and Edward F. Kenney has entered into a severance agreement with us effective September 23, 1997,
February 1, 1998, and January 22, 1999, respectively. The agreements provide that, in the event any of the foregoing named executive officers is
terminated by us without cause or resigns for good reason, including a change in title in connection with a change in control in the cases of
Dr. Singer and Mr. Bianco: (1) we will pay the base salary for one year from the severance date, (2) we will pay accrued but unused vacation
through the severance date, (3) we will continue to pay benefits for one year from the severance date, and (4) all stock options will become
immediately vested. Inventions and proprietary information agreements restrict Dr. Singer from competing with us for two years after the
termination of his employment with us.

Compensation Committee Report on Executive Compensation

The compensation committee of the board of directors is composed of directors who are not our employees. The compensation committee is
responsible for establishing and administering our executive compensation arrangements, including the compensation of the chief executive
officer and our other executive officers and key employees, subject to ratification by the board. The compensation committee also administers
the 1994 plan and the 1996 employee stock purchase plan and makes all stock option grants under the 1994 plan to our executive officers.

General Compensation Policy

We operate in the extremely competitive and rapidly changing biotechnology industry. The compensation committee believes that the
compensation programs for our executive officers should be designed to attract, retain and motivate talented executives responsible for our
success and should be determined within a competitive framework and based on the achievement of strategic corporate objectives and individual
performance and teamwork. Within this overall philosophy, the compensation committee�s objectives are to:

• Offer a total compensation program that takes into consideration the compensation practices of a specifically identified peer group of
companies with which we compete for executive talent.

• Integrate each executive officer�s compensation package with annual and long-term corporate objectives and focus the officer�s
attention on the attainment of those objectives.

• Encourage the creation of shareholder value through the achievement of strategic corporate objectives.

• Provide annual variable incentive awards that take into account our performance relative to corporate objectives and the individual
executive officer�s contributions.

• Align the financial interests of executive officers with those of shareholders by providing significant equity-based, long-term
incentives.

Compensation Components and Process

The compensation committee has developed a compensation policy that is designed to attract and retain qualified key executive officers critical
to our success.

Accordingly, the compensation committee makes its decisions based upon the attainment of corporate-wide, team and individual performances.
These performances are evaluated in terms of the achievement of strategic and business plan goals, including long-term goals tied to the
expansion of our core technology and innovative product development, the discovery of new drug candidates and the development of our
organizational infrastructure.
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In establishing the compensation package of our executive officers, the compensation committee has adopted a �total pay� philosophy which
includes three major components: (1) base salary set at levels that are commensurate with those of comparable positions at other pharmaceutical
or biotechnology companies; (2) annual bonuses and stock option grants tied to the achievement of strategic corporate and team objectives and
individual performance; and (3) long-term, stock-based incentive awards intended to strengthen the mutuality of interests between the executive
officers and our shareholders.

The compensation committee determines the compensation levels for the executive officers with the assistance of an independent consulting
firm that furnishes the compensation committee with executive compensation data drawn from several nationally recognized surveys of
companies within the biotechnology and pharmaceutical industries. On the basis of those surveys, the compensation committee has identified a
peer group of companies with which we compete for executive talent and which have a total capitalization and head count similar to ours and are
at approximately the same stage of commercialization, which we will refer to as the peer companies.

The positions of our chief executive officer and the other executive officers were compared with those of their counterparts at the peer
companies, and the market compensation levels for comparable positions were examined to determine base salary, target incentives, and total
cash compensation. In addition, the practices of the peer companies concerning stock option grants were also reviewed and compared.

Base Salary.    The base salary for each executive officer is set at a level considered appropriate for comparable positions at the peer companies.
The compensation committee�s policy is to target base salary levels at the market average level of base salary in effect for comparable positions
at the peer companies. Executive officers who attain the core competencies required of their positions are paid at that level. The compensation
committee makes its base salary determinations in accordance with the market average level in effect for comparable positions at the peer
companies, competitive market forces and the evaluation of performance and core competency provided for each executive officer by the chief
executive officer.

Variable Incentive Awards.    To reinforce the attainment of our goals, the compensation committee believes that a substantial portion of the
annual compensation of each executive officer should be in the form of variable incentive pay. The annual incentive payment for each executive
officer is determined on the basis of the achievement of the corporate objectives established for the fiscal year and the Committee�s evaluation of
the officer�s performance both on an individual and team basis. For the 2001 fiscal year, the corporate performance objectives were tied to the
following measures of success: (1) expand the commercial prospects for TRISENOX revenue growth targeting a break even operating unit by
2003; (2) enhance our drug candidate portfolio; (3) optimize the development and commercial potential for PG-TXL; and (4) secure adequate
operating capital.

Long-Term, Equity-Based Incentive Awards.    The goal of our long-term equity-based incentive awards is to align the interests of executive
officers with the shareholders and to provide each executive officer with a significant incentive to perform his or her management duties from
the perspective of an owner with an equity stake in the business. Such incentive is provided through stock option grants made under the 1994
plan. The size of the option grant to each executive officer is set at a level which the compensation committee feels is appropriate to create a
meaningful opportunity for stock ownership based upon the executive officer�s current position with us, internal comparability with stock option
grants made to our other executives, the executive officer�s current level of performance and his or her potential for future responsibility and
promotion over the option term. The compensation committee also takes into account comparable equity incentives provided to individuals in
similar positions in the biotechnology and pharmaceutical industries, as reflected in external surveys, and the number of unvested options held
by the executive officer at the time of the new grant. The compensation committee has established certain general guidelines by which it seeks to
target a fixed number of unvested option shares for each executive officer based upon his or her current position with us and his or her potential
for in�house growth (i.e., future responsibilities and possible promotions over the option term). However, the compensation committee does not
strictly adhere to these guidelines in making stock option grants, and the relative weight that is given to the various factors varies from individual
to individual, as the circumstances warrant.
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During fiscal 2001, the compensation committee awarded the executive officers named in this proxy statement, new stock options for an
aggregate of 550,000 shares of common stock. Each grant allows the officer to acquire the shares underlying the stock option at a fixed price per
share (the market price on the grant date) over a ten-year period of time. Specifically, the options vest in periodic installments over a three-year
period, contingent upon the executive officer�s continued employment with us. Accordingly, the option will provide a return only if the officer
remains with us and then only if the market price appreciates over the option term.

Compensation of the Chief Executive Officer

The base salary of our chief executive officer, James A. Bianco, M.D., is reviewed annually by the compensation committee and was $433,008
for the 2001 fiscal year, which equates to a 0% increase over fiscal year 2000. Such salary level was established on the basis of the base salary
levels in effect for chief executive officers at the other biotechnology and pharmaceutical companies comprising the peer companies. This salary
level for Dr. Bianco brings him to 8% above the average of the salary levels in effect for the chief executive officers of the peer companies. The
compensation committee granted Dr. Bianco bonuses of $222,013 during 2001. This amount is 51% of base pay, and is above peer data
suggesting that short term incentive target grants are approximately 40% of base pay.

Dr. Bianco was also awarded stock options for 250,000 shares of common stock at an exercise price of $27.30 per share. The grant reflected the
compensation committee�s continuing policy to maintain his option holdings at a level consistent with that for other chief executive officers of
comparable commercial companies in the pharmaceutical industry and to subject a portion of his overall compensation each year to the market
performance of our common stock. Accordingly, the stock option grants will be of no value to Dr. Bianco unless there is appreciation in the
value of our common stock over the option term.

Compliance with Internal Revenue Code Section 162(m)

As a result of Section 162(m) of the Internal Revenue Code, which was enacted into law in 1993, we will not be allowed a federal income tax
deduction for compensation paid to certain officers, to the extent that compensation exceeds one (1) million dollars per officer in any one year.
This limitation will apply to all compensation that is not considered to be performance based. Compensation that does qualify as
performance-based compensation will not have to be taken into account for purposes of this limitation. Our 1994 plan has been structured so any
compensation deemed paid in connection with the exercise of stock options granted under that plan with an exercise price equal to the market
price of the option shares on the grant date will qualify as performance-based compensation. The cash compensation paid to our executive
officers during fiscal 2001 did not exceed the one (1) million dollar limit per officer.

COMPENSATION COMMITTEE

Jack L. Bowman
Wilfred E. Jaeger, M.D.
Mary Mundinger, DrPH

Compensation Committee Interlocks and Insider Participation

During the last completed fiscal year, the compensation committee consisted of Mr. Bowman and Drs. Jaeger and Mundinger. None of these
individuals was at any time during the last completed fiscal year, or at any other time, one of our officers or employees.
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Stock Performance Graph

3/21/97 3/31/97 6/30/97 9/30/97 12/31/97

Cell Therapeutics, Inc. $100.00 $ 97.56 $ 108.54 $ 145.12 $ 165.85
Nasdaq Stock Index (U.S.) $100.00 $ 97.51 $ 115.38 $ 134.88 $ 126.29
Nasdaq Pharmaceutical Index $100.00 $ 93.41 $ 100.51 $ 112.78 $ 101.42

3/31/98 6/30/98 9/30/98 12/31/98

Cell Therapeutics, Inc. $ 40.24 $ 26.22 $ 20.73 $ 29.27
Nasdaq Stock Index (U.S.) $ 147.81 $ 151.88 $ 137.04 $ 178.07
Nasdaq Pharmaceutical Index $ 111.37 $ 102.71 $ 96.98 $ 128.74

3/31/99 6/30/99 9/30/99 12/31/99

Cell Therapeutics, Inc. $ 34.15 $ 24.09 $ 21.95 $ 68.29
Nasdaq Stock Index (U.S.) $ 199.70 $ 218.41 $ 223.84 $ 330.85
Nasdaq Pharmaceutical Index $ 141.16 $ 144.09 $ 165.71 $ 242.74

3/31/00 6/30/00 9/30/00 12/31/00

Cell Therapeutics, Inc. $ 228.66 $ 298.78 $ 650.61 $ 439.63
Nasdaq Stock Index (U.S.) $ 371.43 $ 322.96 $ 297.19 $ 199.00
Nasdaq Pharmaceutical Index $ 297.77 $ 330.89 $ 363.34 $ 302.78

3/31/01 6/30/01 9/30/01 12/31/01

Cell Therapeutics, Inc. $ 175.02 $ 269.66 $ 234.63 $ 235.51
Nasdaq Stock Index (U.S.) $ 148.55 $ 175.08 $ 121.47 $ 157.91
Nasdaq Pharmaceutical Index $ 224.21 $ 278.54 $ 224.55 $ 258.04

The stock performance graph depicts the cumulative total return on our common stock compared to the current total return for the Nasdaq Stock
Index (U.S.) and the Nasdaq Pharmaceutical Index. The graph assumes an investment of $100 on March 21, 1997, when our stock was first
traded in a public market. Reinvestment of dividends, if any, is assumed in all cases.
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Certain Relationships and Related Transactions

On December 16, 1998, in lieu of cash bonuses, we extended loans at 4.97% annual interest to the following executive officers: Dr. Bianco,
$100,000 and Dr. Singer, $75,000. The promissory notes provide for a single payment of principal and interest on December 16, 2002. The
largest balances outstanding on the loans during 2001 were $115,663 and $86,747, respectively. The amounts outstanding at April 30, 2002 were
$117,789 and $88,342, respectively.

On April 8, 2002, we extended a loan of $3.5 million to Dr. Bianco. The loan is a full-recourse loan and is secured by a mortgage on certain
property owned by Dr. Bianco, as well as 255,381 shares of our common stock owned by Dr. Bianco. The loan bears interest at the six-month
LIBOR rate plus 2.25%, adjusted semi-annually (4.55% at April 8, 2002). Interest is due on October 8th and April 8th of each year that the loan
is outstanding and principal is due April 8, 2004.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires our executive officers and directors, and persons who own more
than ten percent of a registered class of our equity securities, to file with the Securities and Exchange Commission reports of ownership and
changes in ownership of common stock and other of our equity securities. Executive officers, directors and greater than ten percent shareholders
are required by SEC regulations to furnish us with copies of all Section 16(a) forms they file. We prepare Section 16(a) forms on behalf of our
executive officers and directors based on the information provided by them. Based solely on review of this information, or written
representations from reporting persons that no other reports were required, we believe that, during the 2001 fiscal year, all Section 16(a) filing
requirements applicable to our executive officers, directors and greater than ten percent beneficial owners were complied with, other than the
filings of a Form 4 for each of James A. Bianco, Louis A. Bianco, and Jack W. Singer, which were filed one day late.

Other Business

As of the date of this proxy statement, we know of no other business that will be presented for action at the meeting. We have not received any
advance notice of business to be brought before the meeting by any shareholder. If other business requiring a vote of the shareholders should
come before the meeting, the person designated as your proxy will vote or refrain from voting in accordance with his best judgment.

Other Information

Our Annual Report to Shareholders for the year ended December 31, 2001 is being mailed concurrently with the mailing of the Notice of Annual
Meeting and Proxy Statement to all shareholders entitled to notice of and to vote at the Annual Meeting. The Annual Report is not considered
proxy soliciting material nor is it incorporated into this Proxy Statement.

Shareholder Proposals

A shareholder who intends to nominate a candidate for election to the board of directors or to present a proposal of business at the 2003 Annual
Meeting and desires that information regarding the proposal be included in the 2003 proxy statement and proxy materials must ensure that such
information is received in writing by our secretary at our principal executive offices not later than February 7, 2003. In addition, our bylaws
provide that a
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proposal for action to be presented by any shareholder at an annual meeting, including the nomination of a candidate for election to the board of
directors, will be considered out of order and will not be acted upon unless the proposal is received in writing by our secretary at our principal
executive offices at least 90 days before the meeting. The notice must also provide certain other information as described in the bylaws. Copies
of the bylaws are available to shareholders free of charge upon request to our secretary.

By Order of the Board of
Directors

Michael J. Kennedy
Secretary

Seattle, Washington
June 10, 2002
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APPENDIX A

DESCRIPTION OF THE 1994 EQUITY INCENTIVE PLAN

Purpose.    The 1994 plan provides for (a) the grant of incentive stock options, nonstatutory stock options and stock appreciation rights, (b) the
award of stock bonuses, (c) the sale of stock, and (d) any other equity-based or equity-related awards which the plan administrator determines to
be consistent with the purpose of the 1994 plan and our interests. The 1994 plan also provides for the automatic grant of nonstatutory options to
non-employee directors pursuant to the formula described below. The terms and provisions of the 1994 plan, as amended, are summarized more
fully below. This summary, however, does not purport to be a complete exposition of all the provisions of the 1994 plan. We will furnish a copy
of the 1994 plan to any shareholder upon written request to our Investor Relations Department at our principal offices in Seattle, Washington.

Eligibility.    The 1994 plan authorizes the granting of awards to (a) selected employees, officers and directors, and (b) selected non-employee
agents, consultants, advisors and independent contractors. Directors who are not employed by us shall receive automatic nonstatutory stock
option grants under the 1994 plan, as described below, and will also be eligible to receive other awards under the 1994 plan. All persons selected
by the plan administrator to receive awards under the 1994 plan must be individuals that the plan administrator believes have made or will make
important contributions to our success.

Automatic Grants to Non-Employee Directors Under the 1994 Plan.    Each non-employee director is automatically granted a fully vested
nonstatutory stock option to purchase 15,000 shares of common stock upon his or her election to the board of directors for the first time. In
addition, each non-employee director is automatically granted a fully vested nonstatutory stock option to purchase 5,000 shares of common
stock on each anniversary of his or her immediately preceding election to the board of directors. The exercise price of such options is 100% of
the fair market value of the shares of common stock on the date of grant. Each such option will have a ten-year term from the date of grant,
unless earlier terminated upon termination of a non-employee director�s service with us.

Number of Shares Covered by the 1994 Plan.    6,536,715 shares of common stock have been reserved for issuance under the 1994 plan. If the
shareholders approve the adoption of the amendment to the 1994 plan, a total of 8,336,715 shares of common stock (representing approximately
24% of the total number of shares of common stock issued and outstanding as of May 24, 2002) will have been reserved for grant under the
1994 plan, of which 4,455,755 shares are subject to outstanding options and restricted share awards, and 2,227,384 shares would be available for
future grants. If an option granted under the 1994 plan expires, terminates or is canceled, the unissued shares subject to such option shall again
be available for issuance under the 1994 plan, and if shares sold under the 1994 plan are forfeited to us or are repurchased by us at the issue price
paid per share, the number of shares forfeited or repurchased shall again be available for issuance under the 1994 plan. In no event may any one
participant in the 1994 plan be granted stock options and direct stock awards for more than 500,000 shares in the aggregate per calendar year
under the 1994 plan.

Administration.    The 1994 plan is administered by the compensation committee of the board of directors. The compensation committee may
promulgate rules and regulations for the operation of the 1994 plan, interprets the 1994 plan and related agreements and generally supervises the
administration of the 1994 plan. The compensation committee determines the persons to whom awards will be made under the 1994 plan, the
amount of the awards, and the other terms and conditions of the awards. The compensation committee may also advance the lapse of any waiting
period, accelerate any exercise date, waive or modify any restriction with respect to an award, or give an employee an election to surrender an
existing award in exchange for the grant of a new award.

Term of 1994 plan.    The 1994 plan was approved by the board of directors on January 7, 1994, and will terminate upon the earlier of (i) the
date that all shares available for issuance under the 1994 plan have been

24

Edgar Filing: CELL THERAPEUTICS INC - Form DEF 14A

27



issued and all restrictions on such shares have lapsed or (ii) January 1, 2004. The board of directors has the power to suspend, terminate, modify
or amend the 1994 plan at any time.

Stock Options.    The compensation committee may grant stock options under the 1994 plan. The compensation committee will determine the
persons to whom options will be granted, the exercise price of each option, the number of shares to be covered by each option, the period of each
option, the times at which each option may be exercised, and whether each option is an incentive stock option or a nonstatutory stock option.
Options granted under the 1994 plan must have exercise prices that are not less than 100% of the fair market value of the underlying shares on
the date of grant. However, if an optionee of an incentive stock option at the time of grant possesses more than 10% of the combined voting
power of all classes of our stock (we will refer to such a person as a 10% shareholder), the exercise price may not be less than 110% of the fair
market value of the underlying shares on the date of grant. Options may be granted under the 1994 plan for varying periods established at the
time of grant (not to exceed ten years from the date of grant for incentive stock options, or five years from the date of grant for incentive stock
options granted to any 10% shareholder). During the optionee�s lifetime, the option is generally exercisable only by the optionee and may not be
assigned or transferred other than by will or the laws of inheritance following the optionee�s death. The compensation committee may, however,
allow nonstatutory options to be transferred or assigned during the optionee�s lifetime to one or more family members or a trust established
exclusively for such family members, to the extent such transfer or assignment is in furtherance of the optionee�s estate plan. Options will be
exercisable in accordance with the terms of an option agreement entered into at the time of the grant. In the event of the death or other
termination of an optionee�s employment or service with us, the 1994 plan provides that the optionee�s options may be exercised for specified
periods thereafter (generally one year in the case of termination by reason of death or disability and three months in the case of termination for
any other reason). The 1994 plan also provides that upon any termination of employment or service, the compensation committee may extend
the exercise period for any option up to the expiration date of the option and may increase the portion of the option that is exercisable. The 1994
plan does not allow options to be exercised after their expiration date. The purchase price for shares of common stock purchased on exercise of
options granted under the 1994 plan must be paid in cash, including cash that may be the proceeds of a loan from us or, with the consent of the
compensation committee, in whole or in part in shares of our common stock. With the consent of the compensation committee, an optionee may
request us to apply the shares to be received on exercise of a portion of an option to satisfy the exercise price for additional portions of the
option.

Stock Bonuses.    The compensation committee may award shares of common stock as stock bonuses under the 1994 plan. The compensation
committee will determine the persons to receive stock bonuses, the number of shares to be awarded and the time of the award. No cash
consideration (other than tax withholding amounts) will be paid by persons in connection with stock bonuses. Shares received as a stock bonus
may be subject to terms, conditions and restrictions as determined by the compensation committee.

Stock Purchases.    The compensation committee may authorize the sale of shares of our common stock under the 1994 plan to eligible
individuals in our service, but in no event may the price payable per share be less than 75% of the fair market value of the shares at the time of
issuance. The issued shares will be subject to such terms, conditions and limitations as the compensation committee deems appropriate. Such
limitations may include restrictions on the transferability of the shares and the implementation of a vesting schedule pursuant to which the issued
shares will be subject to forfeiture or repurchase by us, at the issue price paid per share, should the recipient leave our employ or service prior to
vesting in those shares.

Changes in Capital Structure.    If any recapitalization, reclassification, stock split, combination of shares or stock dividend causes the
outstanding shares of our common stock to increase or decrease or to be changed into a different number or kind of securities of ours or any
other corporation, the compensation committee shall make appropriate adjustments in (i) the number and kind of securities available for awards
under the 1994 plan, (ii) the number and kind of securities as to which outstanding options shall be exercisable, such that the participant�s
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proportionate interest before and after the event is maintained, (iii) the maximum number and kind of securities for which any one participant
may be granted options and direct stock awards under the 1994 plan per calendar year and (iv) the number and kind of securities for which stock
options will automatically be granted to newly elected or continuing non-employee directors. Appropriate adjustments will also be made to the
exercise price then in effect under outstanding options.

Effect of Reorganization or Liquidation.    The 1994 plan provides for automatic acceleration of the vesting of options granted under the 1994
plan if a merger, consolidation, reorganization, plan of exchange or liquidation results in our shareholders receiving cash, stock or other property
in exchange for their shares, except as specified in the following paragraph. Option holders will have the right during the thirty (30) day period
immediately prior to any such event to exercise their options without any limitation on exercisability. The 1994 plan provides that, if our
shareholders receive stock of another corporation in exchange for shares of our stock in any merger, consolidation, reorganization or plan of
exchange, all options granted under the 1994 plan will be converted into options to purchase shares of the stock of the other corporation. Under
the 1994 plan the compensation committee may, in its discretion, accelerate the vesting of options in lieu of their conversion, in which event
holders would have a thirty (30) day period prior to such event to exercise their options, as provided above. In addition, the 1994 plan allows the
compensation committee to accelerate the vesting of the options granted under the 1994 plan upon the occurrence of a change in control. A
change in control is defined as (a) the acquisition, directly or indirectly, by any individual, entity or group (within the meaning of Section 13(d)
or 14(d)(2) of the Securities Exchange Act of 1934 (the �1934 Act�)), of beneficial ownership (within the meaning of Rule 13d-3 under the 1934
Act) of securities representing 50.1% or more of either the then outstanding shares of our common stock or the combined voting power in the
election of directors of our then outstanding voting securities, (b) individuals who, as of the effective date of the plan, constitute the board of
directors (the �Incumbent Board�) (including any individual whose subsequent election or nomination was approved by a vote of at least a
majority of the directors then comprising the Incumbent Board) cease for any reason to constitute at least a majority of the board of directors, or
(c) approval by our shareholders of certain reorganizations, mergers or consolidations, or of certain liquidations, dissolutions or dispositions of
all or substantially all of our assets. The compensation committee may make awards under the 1994 plan that have terms and conditions that
vary from those specified in the 1994 plan when such awards are granted in substitution for, or in connection with the assumption of, existing
awards made by another corporation and assumed or otherwise agreed to be provided for by us in connection with a corporate merger or other
similar transaction to which we or one of our affiliates is a party. The compensation committee may also specify the terms and provisions of
other equity-based or equity-related awards not described in the 1994 plan which the compensation committee determines to be consistent with
the purpose of the 1994 plan and our interests.

Amendment of Plan.    The board of directors may amend, alter, suspend or terminate the 1994 plan, or any part thereof, at any time and for any
reason. However, we shall obtain shareholders approval for (i) any amendment to the 1994 plan to the extent necessary and desirable to comply
with applicable law and (ii) any repricing or option exchange program. No such action by the board of directors or shareholders may generally
alter or impair any award previously granted under the 1994 plan without the written consent of the holder of such award.

Federal Income Tax Consequences

Incentive Stock Options.    An optionee who is granted an incentive stock option does not recognize taxable income at the time the option is
granted or upon its exercise, although the exercise is an adjustment item for alternative minimum tax purposes and may subject the optionee to
the alternative minimum tax. Upon a disposition of the shares more than two years after grant of the option and one year after exercise of the
option, any gain or loss is treated as long-term capital gain or loss. Net capital gains on shares held more than 12 months may be taxed at a
maximum federal rate of 20%. Capital losses are allowed in full against capital gains and up to $3,000 against other income. If these holding
periods are not satisfied, the optionee recognizes ordinary income at the time of disposition equal to the difference between the exercise price
and the lower of (i) the fair market
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value of the shares at the date of the option exercise or (ii) the sale price of the shares. Any gain or loss recognized on such a premature
disposition of the shares in excess of the amount treated as ordinary income is treated as long-term or short-term capital gain or loss, depending
on the holding period. A different rule for measuring ordinary income upon such a premature disposition may apply if the optionee is also an
officer, director, or 10% shareholder. Unless limited by Section 162(m) of the Code, we are entitled to a deduction in the same amount as the
ordinary income recognized by the optionee.

Nonstatutory Stock Options.    An optionee does not recognize any taxable income at the time he or she is granted a nonstatutory stock option.
Upon exercise, the optionee recognizes taxable income generally measured by the excess of the then fair market value of the shares over the
exercise price. Any taxable income recognized in connection with an option exercise by one of our employees is subject to tax withholding by
us. Unless limited by Section 162(m) of the Code, we are entitled to a deduction in the same amount as the ordinary income recognized by the
optionee. Upon a disposition of such shares by the optionee, any difference between the sale price and the optionee�s exercise price, to the extent
not recognized as taxable income as provided above, is treated as long-term or short-term capital gain or loss, depending on the holding period.
Net capital gains on shares held more than 12 months may be taxed at a maximum federal rate of 20%. Capital losses are allowed in full against
capital gains and up to $3,000 against other income.

Restricted Stock.    Stock purchase rights will generally be taxed in the same manner as nonstatutory stock options. However, restricted stock is
subject to a �substantial risk of forfeiture� within the meaning of Section 83 of the Code, because we may repurchase the stock when the purchaser
ceases to provide services to us. As a result of this substantial risk of forfeiture, the purchaser will not recognize ordinary income at the time of
purchase. Instead, the purchaser will recognize ordinary income on the dates when the stock is no longer subject to a substantial risk of forfeiture
(i.e., when our right of repurchase lapses). The purchaser�s ordinary income is measured as the difference between the purchase price and the fair
market value of the stock on the date the stock is no longer subject to right of repurchase.

The purchaser may accelerate to the date of purchase his or her recognition of ordinary income, if any, and begin his or her capital gains holding
period by timely filing (i.e., within thirty days of purchase), an election pursuant to Section 83(b) of the Code. In such event, the ordinary
income recognized, if any, is measured as the difference between the purchase price and the fair market value of the stock on the date of
purchase, and the capital gain holding period commences on such date. The ordinary income recognized by a purchaser who is an employee will
be subject to tax withholding by us. Different rules may apply if the purchaser is also an officer, director, or 10% shareholder.

The foregoing is only a summary of the effect of federal income taxation upon optionees and upon us with respect to the grant and
exercise of options under the 1994 plan. It does not purport to be complete, and does not discuss the tax consequences of the employee�s
or consultant�s death or the provisions of the income tax laws of any municipality, state or foreign country in which the employee or
consultant may reside.
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Cell Therapeutics, Inc.
Annual Meeting of the Shareholders

July 12, 2002

This Proxy is Solicited on Behalf of the Board of Directors

The shareholder(s) hereby appoints James A. Bianco, M.D. and Max E. Link, Ph.D., and each of them, as proxies, with full power of
substitution, to represent and vote for, and on behalf, of the shareholder(s), the number of shares of common stock of Cell Therapeutics, Inc. that
the shareholder(s) would be entitled to vote if personally present at the Annual Meeting of Shareholders to be held on July 12, 2002, or at any
adjournment or postponement thereof. The shareholder(s) directs that this proxy be voted as follows:

In their discretion, the proxies are authorized to vote upon such other business as may properly come before the meeting. This proxy, when
properly executed, will be voted in the manner directed herein by the shareholder(s). IF NO DIRECTION IS MADE, THIS PROXY WILL
BE VOTED �FOR ALL� IN ITEM 1 AND �FOR� ITEMS 2, 3 and 4.

Please sign exactly as your name(s) appears on your stock certificate(s). When shares are held jointly, each person must sign. When signing as
attorney, executor, administrator, trustee or guardian, please give full title as such. An authorized person should sign on behalf of corporations,
partnerships and associations and give his or her title.

Edgar Filing: CELL THERAPEUTICS INC - Form DEF 14A

31



The board of directors recommends a vote FOR the proposals regarding:

(1) ELECTION OF DIRECTORS: Class II: 01) Dr. Max E. Link, 02) Dr. Wilfred E. Jaeger, and 03) Dr. Vartan Gregorian.

For Withhold For All
All All Except:
¨ ¨ ¨

To withhold authority to vote, mark �For All Except� and write the nominee�s number on the line below:

Vote on Proposals

(2) 1994 Equity Incentive Plan
to increase the number of
shares of common stock
available for grant under the
plan by 1,800,000 shares.

FOR
¨

AGAINST
¨

ABSTAIN
¨

(3) 1996 Employee Stock
Purchase Plan to increase the
number of shares of
common stock available for
issuance under the plan by
200,000 shares.

FOR
¨

AGAINST
¨

ABSTAIN
¨

(4) Ratification of the selection
of Ernst & Young LLP as
our independent auditors for
the fiscal year ending
December 31, 2002.

FOR
¨

AGAINST
¨

ABSTAIN
¨

SIGNATURE (PLEASE SIGN WITHIN BOX)                                             DATE                                           
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