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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended March 31, 2013

or

00 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from: to
Commission File Number 000-21937

CERUS CORPORATION

(Exact name of registrant as specified in its chaer)

Delaware 68-0262011
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

2550 Stanwell Dr.
Concord, California 94520

(Address of principal executive offices (Zip Code)

(925) 288-6000

(Registrant’s telephone number, including area code

Indicate by check mark whether the registrant €l filed all reports required to be filed by Seati8 or 15 (d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans vemjuired to file such reports), and
(2) has been subject to such filing requirementsife past 90 days. YEXI NO O

Indicate by check mark whether the registrant lasmstted electronically and posted on its corpo¥&eb site, if any, every Interactive
Data File required to be submitted and posted puntsto Rule 405 of Regulation5¢8232.405 of this chapter) during the precedi@gribnths
(or for such shorter period that the registrant veagiired to submit and post such files). YES NO O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, aaccelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange

Act.
Large accelerated file O Accelerated filel
Non-accelerated file [0 (Do not check if a smaller reporting compa Smaller reporting compar O

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Exgje Act). YESO NO
As of April 24, 2013, there were 69,716,000 shaffethe registrant’s common stock outstanding.
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PART I: FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

CERUS CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands)

March 31, December 31
2013
(Unaudited) 2012
ASSETS
Current asset:
Cash and cash equivale $ 69,16: $ 26,69¢
Accounts receivabl 4,73: 4,44
Inventories 11,75¢ 10,18(
Prepaid expenst 1,37(C 63€
Other current asse 41¢ 2,03¢
Total current asse 87,44( 43,99¢
Non-current asset:
Property and equipment, r 1,59¢ 1,69¢
Goodwill 1,31¢ 1,31¢
Intangible assets, n 1,49¢ 1,54¢
Restricted cas 30z 304
Other asset 58 59
Total asset $ 92,207 $ 48,91¢
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payabl $ 3,88 $ 7,18¢
Accrued liabilities 8,14¢ 7,61¢
Deferred revenu 174 77
Debt- current 4,47( 4,82¢
Warrant liability 10,97¢ 5,90:
Total current liabilities 27,65¢ 25,61
Non-current liabilities:
Debt- nor-current 2,48t 2,89¢
Deferred income taxe 69 62
Other nor-current liabilities 1,20¢ 1,241
Total liabilities 31,41¢ 29,81:
Commitments and contingenci
Stockholder equity:
Common stocl 7C 56
Additional paic-in capital 530,82: 478,90:
Accumulated defici (470,10:) (459,85))
Total stockholder equity 60,78¢ 19,107
Total liabilities and stockholde’ equity $ 92,20: $ 48,91¢

See accompanying Notes to Condensed Consolidatedétal Statements.
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Revenue
Product revenu
Cost of product revent

CERUS CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
UNAUDITED
(in thousands, except per share data)

Gross profit on product reven
Government grants and cooperative agreements re'

Operating expense
Research and developmt

Selling, general and administrati
Amortization of intangible asse

Total operating expens

Loss from operation
Non-operating expense, nt

Loss from revaluation of warrant liabili
Foreign exchange gain (los

Interest expens
Other income, ne

Total nor-operating expense, n
Loss before income taxi
Provision for income taxe
Net loss
Net loss per common sha
Basic
Diluted

Weighted average common shares outstanding usedlfariating net loss per common sh:

Basic
Diluted

See accompanying Notes to Condensed Consolidateddial Statements.
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Three Months Ended

March 31,

2013 2012
$ 9,73 $ 8,691
5,09( 5,514
4,64: 3,171

0 91

2,70( 1,824
6,85: 5,96¢
50 5C
9,60: 7,84(
(4,960) (4,577)
(5,079 (4,46))
(54) 371
(131) (139)

17 2
(5,24)) (4,227)
(10,207 (8,799
51 35
$(10,25)  $(8,839)
$ (017 $ (0.17)
$ (017 $ (0.17)
59,73( 53,08¢
59,73( 53,08¢
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CERUS CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
UNAUDITED
(in thousands)

Net loss
Other comprehensive lo
Comprehensive los
See accompanying Notes to Condensed Consolidatedéial Statements.
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Three Months Ended
March 31,

2013

2012

$(10,257)
0

$(8,839)
0

$(10,257)

$(8,83/)
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CERUS CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
UNAUDITED
(in thousands)

Operating activities
Net loss
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic
Stoclk-based compensatic
Changes in revaluation of warrant liabil
Non-cash interest expen
Deferred income taxe
Loss on disposs
Changes in operating assets and liabilities, neffetts of acquired busine:
Accounts receivabl
Inventories
Other asset
Accounts payabl
Accrued liabilities
Deferred revenu
Net cash used in operating activit
Investing activities
Purchases of furniture, equipment and leaseholddugments
Purchases of certain other as
Maturities of investment
Net cash provided by (used in) investing activi
Financing activities
Net proceeds from equity incentive plé
Net proceeds from public offerir
Proceeds from revolving line of cre
Payments on debt, revolving line of credit and lardiprovided leasehold incentiv
Net cash provided by financing activiti
Net increase in cash and cash equival
Cash and cash equivalents, beginning of pe
Cash and cash equivalents, end of pe

Supplemental disclosures:
Cash paid for intere:
Cash paid for income tax

See accompanying Notes to Condensed Consolidatedétal Statements.
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Three Months Ended

March 31,
2013 2012
$(10,25)  $(8,839)
167 20¢
71% 54z
5,07: 4,461
4 6
7 0
56 0
(289) 1,07+
(1,62 (2,467
91C (124)
(3,299 (530)
85 1,67¢
97 8€
(8,35 (3,909
(26) (2
0 )
0 20C
(26) 19¢
152 77
51,50: 9,612
52€ 0
(1,33 (29
50,84¢ 9,66(
42,46° 5,95;
26,69¢  25,49;
$69,16:  $31,44¢
$ 78 $ 83
$ 26 $ 1C
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CERUS CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
UNAUDITED

Note 1. Summary of Significant Accounting Policies
Principles of Consolidation and Basis of Presentain

The accompanying unaudited condensed consolidetaddial statements include those of Cerus Corfmrand its subsidiary, Cerus
Europe B.V. (collectively referred to hereinafter‘€erus” or the “Company”) after elimination of adtercompany accounts and transactions.
These condensed consolidated financial statementslieen prepared in accordance with accountimgiptés generally accepted in the
United States of America (“GAAP”) for interim finaial information and pursuant to the rules and k&ipns of the Securities and Exchange
Commission (“SEC"). Accordingly, they do not inckidll of the information and footnotes requiredd@¥AP for complete financial
statements. In the opinion of management, all adieists, consisting of normal recurring entries,sidered necessary for a fair presentation
have been made. Operating results for the threghm@mded March 31, 2013, are not necessarilyatigi of the results that may be expected
for the year ending December 31, 2013, or for amyré periods.

These condensed consolidated financial statemadta@tes thereto should be read in conjunction thighCompany’s audited financial
statements and notes thereto for the year endeeiniier 31, 2012, which were included in the Compm@@12 Annual Report on Form 10-K,
filed with the SEC on March 12, 2013. The accomjgamypalance sheet as of December 31, 2012 hasdeemed from the Compang’auditec
financial statements as of that date.

Use of Estimates

The preparation of financial statements requiresagament to make estimates, assumptions and judghen affect the reported
amounts of assets, liabilities, revenue and expersal related disclosures of contingent assetdiaitities. On an ongoing basis,
management evaluates its estimates, which are loaiskidtorical experience and on various otherragsions that are believed to be
reasonable under the circumstances. Actual resaysdiffer from those estimates under differentiagstions or conditions.

Revenue

The Company recognizes revenue in accordance v8ih BRopic 605-25,Revenue Recognition — Arrangements with Multiple
Deliverables” as applicable. Revenue is recognized when (i) jpsige evidence of an agreement with the fundintypadists; (ii) services
have been rendered or product has been deliveiigg@ricing is fixed or determinable; and (iv) dettion is reasonably assured. The
Companys main sources of revenues for the three monthsdektirch 31, 2013 and 2012 were product revenum aes of the INTERCEF
Blood System for platelets and plasma (“platelet plasma systems”) and United States governmentgeand awards.

Revenue related to product sales is generally rézed when the Company fulfills its obligations gach element of an agreement. For
all sales of the Company’s INTERCEPT Blood Systeodpcts, the Company uses a binding purchase ardesigned sales contract as
evidence of a written agreement. The Company gslf{datelet and plasma systems directly to bloaalkis, hospitals, universities, government
agencies, as well as to distributors in certainoregy Generally, the Company’s contracts with itstomers do not provide for open return
rights, except within a reasonable time after qgtcef goods in the case of defective or non-confoghproduct. Deliverables and the units of
accounting vary according to the provisions of gatthase order or sales contract. For revenuagenaents with multiple elements, the
Company determines whether the delivered elemeaé the criteria as separate units of accountingh 8riteria require that the deliverable
have stand-alone value to the customer and tlaagéneral right of return exists relative to thévéeed item, delivery or performance of the
undelivered item(s) is considered probable andtanbally in the control of the Company. Once thentpany determines if the deliverable
meets the criteria for a separate unit of accogntime Company must determine how the considerationld be allocated between the
deliverables and how the separate units of accogistiould be recognized as revenue. Consideratmaived is allocated to elements that are
identified as discrete units of accounting basetherbest estimated selling price. The Companydeéesrmined that vendor specific objective
evidence is not discernible due to the Compafiyited history of selling its products and vailay in its pricing across the regions into whi
it sells its products. Since the Company’s prodacgsnovel and unique and are not sold by othleirsi-party evidence of selling price is
unavailable.

At March 31, 2013 and December 31, 2012, the Compad $0.2 million and $0.1 million, respectivedf,short-term deferred revenue
on its condensed consolidated balance sheetsddtafature performance obligations. Freight castarged to customers are recorded as a
component of revenue under ASC Topic 6@&counting for Shipping and Handling Fees and GdsValue-added-taxes (“VAT”) that the
Company invoices to its customers and remits teegawents are recorded on a net basis, which exxkueh VAT from product revenue.
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Revenue related to the cost reimbursement prowsioer development contracts or United Statesrgowent grants is recognized as
costs on the projects are incurred. The Companydtasved certain United States government gramdscantracts that support research in
defined research projects. These grants generallg provided for reimbursement of approved costaried as defined in the various grants.

Research and Development Expenses

In accordance with ASC Topic 73®ccounting for Research and Development Expengsesgarch and development expenses are
charged to expense when incurred, including castrred under each grant that has been awardeé t©ampany by the United States
government or development contracts. Research emelapment expenses include salaries and relafgehegs for scientific personnel,
payments to consultants, supplies and chemicatsinga-house laboratories, costs of research aveldpment facilities, depreciation of
equipment and external contract research expem&dsiing clinical trials, preclinical safety stedi, other laboratory studies, process
development and product manufacturing for reseaseh

The Company’s use of estimates in recording accliabiities for research and development actigitjsee “Use of Estimates” above)
affects the amounts of research and developmeminses recorded and revenue recorded from develdfometing and government grants
collaborative agreements. Actual results may diffem those estimates under different assumptiom®oditions.

Cash Equivalents

The Company considers all highly liquid investmauith original maturities of three months or lessnfi the date of purchase to be
classified as cash equivalents. These investmeimsply consist of money market instruments, anel@dassified as available-for-sale.

Short-Term Investments

Investments with original maturities of greaterrtlaree months but less than one year from theafgiarchase as well as available-for-
sale investments with original maturities of gredlten one year from the date of purchase, whicluded United States government agency
securities, are classified as short-term investméntaccordance with ASC Topic 328ccounting for Certain Investments in Debt and Egu
Securities,"the Company classifies debt securities as avaHiminisale at the time of purchase and reevaluatels designation as of each
balance sheet date. Available-for-sale securitiesarried at estimated fair value. Unrealized gaind losses derived by changes in the
estimated fair value of available-for-sale secesitire recorded in “Accumulated other compreheriso@me” on the Company’s condensed
consolidated balance sheets and/or in “Net unedliasses on available-for-sale securities, neas” on the Company’s condensed
consolidated statements of comprehensive inconss)(i®ealized gains and losses from the sale arrityadf available-for-sale investments
are recorded in “Other income (expense), net” enxGbmpany’s condensed consolidated statementseohtipns. The cost of securities sold is
based on the specific identification method. Then@any reports the amortization of any premium arwtetion of any discount resulting from
the purchase of debt securities as a componenterkist expense.

The Company also reviews its marketable secuidinea regular basis to evaluate whether any seduaiyexperienced an other-than-
temporary decline in fair value. Other-than-temppdeclines in market value are recorded in “Otheome (expense), net” on the Company’s
condensed consolidated statements of operations.

Restricted Cash

The Company holds a certificate of deposit wittoendstic bank for any potential decommissioning ltegufrom the Company’s
possession of radioactive material. The certificdtdeposit is held to satisfy the financial sureguirements of the California Department of
Health Services and is recorded in “Restricted 'tasithe Company’s condensed consolidated balameets. The Company also has certain
non-US dollar denominated deposits recorded astfiRees] cash” in compliance with certain foreigiguéatory requirements.

Concentration of Credit Risk

Financial instruments that potentially subject @@mmpany to concentrations of credit risk consigharily of cash equivalents, shdgrm
investments and accounts receivable.

Pursuant to the Company’s investment policy, suthistily all of the Company’s cash, and cash eqentd are maintained at a major
financial institution of high credit standing. TB®@mpany monitors the financial credit worthinesshaf issuers of its investments and limits
concentration in individual securities and typesneEstments that exist within its investment paitf. Generally, all of the Company’s
investments carry high credit quality ratings, vhis in accordance with its investment policy. Aadh 31, 2013, the Company does not
believe there is significant financial risk frommperformance by the issuers of the Company’s egsiivalents.
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Concentrations of credit risk with respect to tragleeivables exist. However, in connection with@wmpany’s revolving line of credit,
as discussed in Note 8 in the Notes to Condenseddlidated Financial Statements, the Company psatha credit insurance policy that
mitigates some of its credit risk, as the policyl pay either the Company or its lender on eligibl@ms filed on its outstanding receivables.
a regular basis, including at the time of sale,Goenpany performs credit evaluations of its cust@n@enerally, the Company does not req
collateral from its customers to secure accourgsivable. To the extent that the Company deterngpesific invoices or customer accounts
may be uncollectible, the Company reserves agtiesaccounts receivable on its condensed consetldalance sheets and records a charge
on its condensed consolidated statements of opagati

The Company had four customers and three custaimatraccounted for more than 10% of the Companytstanding trade receivables
at March 31, 2013, and December 31, 2012, respdgtiVhese customers cumulatively represented appately 63% and 59% of the
Company’s outstanding trade receivables at Mar¢t2313, and December 31, 2012, respectively. Te,da¢ Company has not experienced
collection difficulties from these customers.

Inventories

At March 31, 2013, and December 31, 2012, inventorysisted of work-in-process and finished goodg.dtinished goods include
INTERCEPT disposable kits, UVA illumination devicggluminators”), and certain replacement parts tiee illuminators. Platelet and plasma
systems’ disposable kits generally have a two-{ifsafrom the date of manufacture. llluminators aeglacement parts do not have regulated
expiration dates. Work-in-process includes cerntaimponents that are manufactured over a protrdetgth of time, which can exceed one
year, before being incorporated and assembled éseRius, Inc.“Fresenius”) into the finished INTERCEPT disposakits. The Company
maintains an inventory balance based on its cus&es projections, and at each reporting perfCompany evaluates whether its work-in-
process inventory would be consumed for produatioiimished units in order to sell to existing gubspective customers within the next
twelve-month period. It is not customary for then@pany’s production cycle for inventory to exceeeliwe months. Instead, the Company use
its best judgment to factor in lead times for theduction of its finished units to meet the Comparmyrrent demands. If actual results differ
from those estimates, work-in-process inventonjapotentially accumulate for periods exceeding pear. At March 31, 2013, and
December 31, 2012, the Company classified its viloirocess inventory as a current asset on itsexese consolidated balance sheets base
on its evaluation that the work-in-process inveptopuld be consumed for production and subsequentily within each respective subsequen
twelve-month period.

Inventory is recorded at the lower of cost, deteedion a first-in, firsbut basis, or market value. The Company uses ggnif judgmer
to analyze and determine if the composition ofnt&ntory is obsolete, slow-moving or unsalable fiaquently reviews such determinations.
The Company’s limited history selling the INTERCEBIbod System limits the amount of historical dditea Company has to perform this
analysis. Generally, the Company writes-down spelf identified unusable, obsolete, slameving, or known unsalable inventory that ha
alternative use in the period that it is first rgeized by using a number of factors including peidexpiration dates, open and unfulfilled
orders, and sales forecasts. Any write-down ahigentory to net realizable value establishes a oest basis and will be maintained even if
certain circumstances suggest that the inventamgcsverable in subsequent periods. Costs assoaidtte the write-down of inventory are
recorded in “Cost of product revenue” on the Conyfmnoondensed consolidated statements of operathdridarch 31, 2013, and
December 31, 2012, the Company had $0.4 million%th8 million, respectively, reserved for potentiakolete, expiring or unsalable product.

Property and Equipment, net

Property and equipment is comprised of furnitucgiigment, leasehold improvements, information tetbgy hardware and software ¢
is recorded at cost. At the time the property aquiment is ready for its intended use, it is dejrted on a straight-line basis over the
estimated useful lives of the assets (generalbetho five years). Leasehold improvements are aredron a straighline basis over the short
of the lease term or the estimated useful livethefimprovements.

Goodwill and Intangible Assets, net

Additions to goodwill and intangible assets, net derived at the time of a business acquisitiomhith the Company assigns the total
consideration transferred to the acquired assatsdoan each asset’s fair value and any residualiainfie@comes goodwill, an indefinite life
intangible asset. Intangible assets, net, whicludeca license for the right to commercialize tNEFERCEPT Blood System in Asia, are sub
to ratable amortization over the estimated usé®ildf ten years. The amortization of the Compariptangible assets, net, is recorded in
“Amortization of intangible assets” on the Compangbndensed consolidated statements of operations.

Goodwill is not amortized but instead is subjecatimpairment test performed on an annual basisiooe frequently if events or
changes in circumstances indicate that goodwill byjmpaired. Such impairment analysis is perforoedugust 31 of each fiscal year, or
more frequently if indicators of impairment exishe test for goodwill impairment may be assessatugualitative factors to determine
whether it is more likely than not that the faitueof a reporting unit is less than the carryingpant. If the Company determines that it is
more likely than not that the fair value of a repuay unit is less than the carrying amount, the @any must then proceed with performing the
guantitative twostep process to test goodwill for impairment; othise, goodwill is not considered impaired and ndher testing is warrante
The Company may choose not to perform the qual@assessment to test
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goodwill for impairment and proceed directly to thgantitative two-step process; however, the Compaay revert to the qualitative
assessment to test goodwill for impairment in arysequent period. The first step of the two-steegss compares the fair value of each
reporting unit with its respective carrying amotntluding goodwill. The Company has determined thaperates in one segment and has on
reporting unit and estimates the fair value obitg reporting unit using the enterprise approaateuwhich it considers the quoted market
capitalization of the Company as reported on theddg Global Market. The Company considers quotetteharices that are available in
active markets to be the best evidence of fairezaline Company also considers other factors, wihidlide future forecasted results, the
economic environment and overall market conditidithe fair value of the reporting unit exceedsdarrying amount, goodwill of the
reporting unit is not considered impaired and,efene, the second step of the impairment testieo@ssary. The second step of the two-step
process, which is used to measure the amount afirmpnt loss, compares the implied fair value @he@porting unit’s goodwill with the
respective carrying amount of that goodwill. If tterrying amount of the reporting unit’'s goodwilceeds the implied fair value of that
goodwill, an impairment loss is recognized in aroant equal to that excess.

The Company performs an impairment test on itsgitae assets, in accordance ASC Topic 360®RfMperty, Plant and Equipment,if
certain events or changes in circumstances occichvitidicate that the carrying amounts of its ingfittle assets may not be recoverable. If the
intangible assets are not recoverable, an impairiosa would be recognized by the Company basati@excess amount of the carrying ve
of the intangible assets over its fair value. kotHfer details regarding the impairment analysiference is made to the section below under
“Long-lived Assets.” Also, see Note 5 in the Note<Condensed Consolidated Financial Statemenfsiftirer information regarding the
Company’s impairment analysis and the valuatiogaafdwill and intangible assets, net.

Long-lived Assets

The Company evaluates its long-lived assets foaimpent by continually monitoring events and chanigecircumstances that could
indicate carrying amounts of its long-lived assets/ not be recoverable. When such events or changagumstances occur, the Company
assesses recoverability by determining whethecding/ing value of such assets will be recoveredugh the undiscounted expected future
flows. If the expected undiscounted future castvélare less than the carrying amount of thesesaghetCompany then measures the amoun
of the impairment loss based on the excess ofdliging amount over the fair value of the asselt® Tompany did not recognize impairment
charges related to its long-lived assets duringhlihee months ended March 31, 2013, and 2012.

Foreign Currency Remeasurement

The functional currency of the Company'’s foreighsdiary is the United States dollar. Monetary tsaead liabilities denominated in
foreign currencies are remeasured in United Stidliars using the exchange rates at the balanad dage. Non-monetary assets and liabilitie:
denominated in foreign currencies are remeasurénhited States dollars using historical exchangestaRevenues and expenses are
remeasured using average exchange rates prewvadiliingg the period. Remeasurements are recordégti@bmpany’s condensed consolidatec
statements of operations. The Company recordedjforeirrency gains (losses) of $(0.1) million aid4smillion during the three months
ended March 31, 2013, and 2012, respectively.

Stock-Based Compensation

The Company accounts for stock-based compensatiaccordance with ASC Topic 71&ompensation — Stock CompensatioBtock-
based compensation expense is measured at thedgtarthased on the fair value of the award andcdsgnized as expense on a straight-line
basis over the requisite service period, whiclhésvesting period, and is adjusted for estimate@itares. To the extent that stock options
contain performance criteria for vesting, stockdzasompensation is recognized once the performeritegia are probable of being achieved.

For stock-based awards issued to non-employee§ dhmpany follows ASC Topic 505-5 quity Based Payment to Non-Employees”
and considers the measurement date at which theaflaie of the stock-based award is measured thebearlier of (i) the date at which a
commitment for performance by the grantee to dagretjuity instrument is reached or (ii) the datetdth the grantee’s performance is
complete. The Company recognizes stock-based caapien expense for the fair value of the vestedigqoof the non-employee stock-based
awards in its condensed consolidated statemermgerhtions.

See Note 11 in the Notes to Condensed Consolidateahcial Statements for further information regagdhe Company’s stock-based
compensation assumptions and expenses.

Warrant Liability

In August 2009, and November 2010, the Companyeibsvarrants to purchase an aggregate of 2.4 méliwh3.7 million shares of
common stock, respectively. The material termdiefwwarrants were identical under each issuancepekmethe exercise price, date issued anc
expiration date. The Company classifies the wasrasta liability on its condensed consolidatedrizaaheets as the warrants contain certain
material terms which require the Company (or itcegsor) to purchase the warrants for cash in auanequal to the value of the unexerci
portion of the warrants (as determined in accordawith the Black-Scholes option pricing model) annection with certain change of control
transactions. In addition, the Company may alsceheired to pay cash to a warrant holder undeatedrcumstances if the Company is
unable to timely deliver the shares acquired uparrant exercise to such holder.
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The fair value of these outstanding warrants isudated using the binomial-lattice option-pricingadel and is adjusted accordingly at
each reporting period. The binomial-lattice optmmicing model requires that the Company uses sagif assumptions and judgment to
determine appropriate inputs to the model. Sonteehssumptions that the Company relies on indlo@@robability of a change of control
occurring, the volatility of the Company’s stockeothe life of the warrant and assumptions andtspeed to value the warrants under the
Black-Scholes model should a change of control nccu

Changes resulting from the revaluation of warrémt&ir value are recorded in “Revaluation of watriability” on the condensed
consolidated statements of operations. Upon theeesesor modification to remove the provisions whiequire the warrants to be treated as a
liability, the fair value of the warrants will becalassified from a liability to stockholders’ equidn the Company’s condensed consolidated
balance sheets and no further adjustment to thedhie would be made in subsequent periods.

See Note 10 in the Notes to Condensed Consolidatehcial Statements for further information regagdhe Company’s valuation of
warrant liability.

Income Taxes

The Company accounts for income taxes using arn asddiability approach in accordance with ASC iEop40“Accounting for Income
Taxes.”Under this method, deferred tax assets and liedsldre determined based on differences betwedmtheial reporting and tax bases
of assets and liabilities and are measured usmgitlacted tax rates and laws that will be in efidan the differences are expected to reverse
ASC Topic 740 requires derecognition of tax posgithat do not have a greater than 50% likelihddzbing recognized upon review by a
taxing authority having full knowledge of all rekawt information. Use of a valuation allowance ascdéed in ASC Topic 740 is not an
appropriate substitute for the derecognition abagosition. The Company recognizes accrued irttareb penalties related to unrecognized ta
benefits in its income tax expense. To date, tha@@my has not recognized any interest and pendaitiescondensed consolidated statements
of operations, nor has its accrued for or made maysifor interest and penalties. The Company coesirto carry a full valuation allowance on
all of its deferred tax assets. Although the Conydaglieves it more likely than not that a taxingheurity would agree with its current tax
positions, there can be no assurance that theositigns the Company has taken will be substamtibyea taxing authority if reviewed. The
Company’s tax years 1998 through 2012 remain stitgezxamination by the taxing jurisdictions dueutautilized net operating losses and
research credits.

Net Income (Loss) Per Common Share

Basic net income (loss) per common share is cordpagadividing net income (loss) by the weightedrage number of common shares
outstanding for the period. Diluted net income glgser common share gives effect to all potentidilytive common shares outstanding for the
period. The potentially dilutive securities inclusteck options, employee stock purchase plan righasrants and restricted stock units, which
are calculated using the treasury stock methodcandertible preferred stock, which is calculatsthg the if-converted method. Diluted net
income (loss) per common share also gives effegbtential adjustments to the numerator for chamggsiting from the revaluation of
warrants to fair value for the period, even if @@mpany is in a net loss position if the effect \doesult in more dilution.

Diluted net loss per common share used the sanghteei average number of common shares outstanalinigef three months ended
March 31, 2013, and 2012, as calculated for theclret loss per common share as the inclusion yppatential dilutive securities would be
anti-dilutive. In addition, certain potential dilv¢ securities were excluded from the dilution oédtion for the three months ended March 31,
2013, and 2012, as their inclusion would have lzegndilutive.
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The following table sets forth the reconciliatidintloe numerator and denominator used in the contipataf basic and diluted net income
(loss) per common share for the three months ehtdedh 31, 2013, and 2012 (in thousands, excepsipere amounts):

Three Months Ended

March 31,
2013 2012

Numerator for Basic and Dilute

Net loss $(10,257) $(8,839)
Denominator

Basic weighted average number of common sharetaodisg 59,73( 53,08¢

Effect of dilutive potential common shares resgjtfrom convertible preferred stock, stock optiaestrictec

stock units, warrants and employee stock purchiserghts 0 0

Diluted weighted average number of common sharesanding 59,73( 53,08¢
Net loss per common sha

Basic $ (0.19) $ (0.19)

Diluted $ (0.1%) $ (0.19)

The table below presents common shares underlyirog ®ptions, convertible preferred stock, emplog@ek purchase plan rights,
warrants and restricted stock units that are exaduddom the calculation of the weighted average bemof common shares outstanding use
the calculation of diluted net loss per common sh@hese are excluded from the calculation dubd anti-dilutive effect for the three
months ended March 31, 2013 and 2012 (shares usdmals):

Three Months Ended

March 31,
2013 2012
Weighted average number of anti-dilutive potert@hmon shares 15,53: 14,39¢

Guarantee and Indemnification Arrangements

The Company recognizes the fair value for guaraatekindemnification arrangements issued or matliifie the Company after
December 31, 2002. In addition, the Company masitioe conditions that are subject to the guaramedsndemnifications in order to ident
if a loss has occurred. If the Company determihessgrobable that a loss has occurred, then acly estimable loss would be recognized unde
those guarantees and indemnifications. Some cdgheements that the Company is a party to contawigions that indemnify the counter
party from damages and costs resulting from cldafrasthe Company’s technology infringes the inttli@l property rights of a third party or
claims that the sale or use of the Company’s prisduave caused personal injury or other damagessr The Company has not received any
such requests for indemnification under these gions and has not been required to make mateyah@ats pursuant to these provisions.

The Company generally provides for a one-year vatiyran certain of its INTERCEPT blood-safety protucovering defects in
materials and workmanship. The Company accrues essbciated with warranty obligations when clai@some known and are estimable.
During the year ended December 31, 2012, the Coynpravided for warranty obligations related to seg@ment costs for certain of its
products that the Company identified were defeabivhad the potential of being defective. In cotimecwith the warranty obligations
provided for in relation to certain of its produdisring the year ended December 31, 2012, the Coyriilad a warranty claim against
Fresenius, which Fresenius accepted. As a rekalCompany recorded a current asset of $1.8 mitlioits consolidated balance sheets as of
December 31, 2012 representing the full amounteftarranty claim against Fresenius as Fresenilisupiply the Company with replacem:
products or credit notes for those defective oeptilly defective products. The Company also wide/n the value of certain unsalable
inventory of $1.7 million related to these produzssan offsetting warranty claim against Freseasusf December 31, 2012. As of March 31,
2013, the Company’s warranty claim against Freseisi$0.3 million and all unsalable inventory hasreturned. During the three months
ended March 31, 2013, the Company identified ars¢pgroduction defect related to unsold inventdtye Company'’s third party
manufacturer has taken responsibility for the oéseplacing such damaged goods, therefore, thep@ognhas borne no costs associated with
these defects. Prior to these incidents, there haea very few warranty costs incurred. As a reghit Company had not accrued for any
potential future warranty costs at March 31, 20@3ddition, the Company believes that the defeqgtiroducts and those that had the potentia
of being defective identified during the year en@etember 31, 2012 are isolated.

Fair Value of Financial Instruments

The Company applies the provisions of fair valdatieg to its financial assets and liabilities. Tdsrying amounts of accounts
receivables, accounts payable, and other accrabkilities approximate their fair value due to te&tive short-term maturities. Based on the
borrowing rates currently available to the Compfomjoans with similar terms, the Company belietresfair value of its debt approximates
their carrying amounts. The Company measures anwtds certain financial assets and liabilitiesa@it ¥alue on a recurring basis, including its
available-for-sale securities and warrant liabilithe Company classifies instruments within Levélduote prices are available in active
markets, which include its money market funds asntiaturity of money market funds are relativelyrsland the carrying amount is a
reasonable estimate of fair value. The Companysifias instruments in Level 2 if the instruments galued using observable inputs to quotec
market prices, benchmark yields, reported tradedds/dealer quotes or alternative pricing sourgits
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reasonable levels of price transparency. The Cognplassifies instruments in Level 3 if one or meignificant inputs or significant value
drivers are unobservable, which include its warlaility. The Company assesses any transfers grfminvalue measurement levels at the
end of each reporting period.

See Note 2 and 10 in the Notes to Condensed Cdasetdi Financial Statements for further informatiegarding the Company’s
valuation on financial instruments.

New Accounting Pronouncements

There have been no new accounting pronouncemenisdgiuring the three months ending March 31, 284t3are of significance, or
potential significance, to the Company. Any reatounting pronouncement that are of significanc@otential significance, to the Company
are set forth in the Company’s Annual Report om#&0-K for the year ended December 31, 2012, fi@d the SEC on March 12, 2013,
under Note 2 in the Notes to Consolidated Finar8iatements.

Reclassification

Certain amounts from the prior period relating‘Epreign exchange gain (loss)” and “Provision facome taxes’have been reclassifi
from “Other income, net” to conform to the curtgreriod presentation.

Note 2. Fair Value on Financial Instruments

The fair values of certain of the Company’s finaheissets and liabilities were determined usinddahewing inputs at March 31, 2013
(in thousands):

Quoted
Prices in
Active Significant
Markets for Other Significant
Observable Unobservable
Identical
Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Money market fund§) $53,56¢ $ 53,56¢ $ — $ —
Total financial asset $53,56¢ $ 53,56¢ $ — $ —
Warrant liability $10,97¢ $ — $ — $ 10,97¢
Total financial liabilities $10,97¢ $ — $ — $ 10,97¢

() Included in cash and cash equivalents on the Coy’'s condensed consolidated balance sh
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The fair values of certain of the Company’s finaheissets and liabilities were determined usinddhewing inputs at December 31,
2012 (in thousands):

Quoted
Prices in
Active Significant
Markets for Other Significant
Observable Unobservable
Identical
Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Money market fund§) $10,26¢ $ 10,26¢ $ 0 $ 0
Total financial assel $10,26¢ $ 10,26¢ $ 0 $ 0
Warrant liability $ 5,90: $ 0 $ 0 $ 5,90:
Total financial liabilities $ 5,90: $ 0 $ 0 $ 5,90:

(1) Included in cash and cash equivalents on the Coy’'s condensed consolidated balance sh

A reconciliation of the beginning and ending bakmtor warrant liability using significant unobsable inputs (Level 3) from
December 31, 2012 to March 31, 2013 was as foll@nvéhousands):

Balance at December 31, 20 $ 5,90:
Increase in fair value of warrar 5,07:
Balance at March 31, 20: $10,97¢

See Note 1 and 10 in the Notes to Condensed Cdasadi Financial Statements for further informatiegarding the Company’s
valuation techniques and unobservable inputs farama liability using significant unobservable inpyLevel 3).

The Company did not have any transfers among &irevmeasurement levels during the three monthsceitéarch 31, 2013.
Note 3. Available-for-sale Securities
The following is a summary of available-for-salewwsties at March 31, 2013 (in thousands):

March 31, 2013
Gross

Carrying Value Unrealized Gair Fair Value
Money market funds $ 53,56¢ $ 0 $53,56¢
Total availabl-for-sale securitie $ 53,56¢ $ 0 $53,56¢

The following is a summary of available-for-salewwsties at December 31, 2012 (in thousands):

December 31, 201

Gross
Carrying Value Unrealized Gair Fair Value
Money market funds $ 10,26¢ $ 0 $10,26¢
Total availabl-for-sale securitie $ 10,26¢ $ 0 $10,26¢
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Available-for-sale securities at March 31, 2013 Betember 31, 2012 consisted of the following kigioal contractual maturity (in
thousands):

March 31, 2013 December 31, 201;
Carrying Value Fair Value Carrying Value Fair Value
Due in one year or less $  53,56¢ $53,56¢ $  10,26¢ $10,26¢
Due greater than three years and less than fives 0 0 0 0
Total cash equivalents and sk-term investment $  53,56¢ $53,56¢ $  10,26¢ $10,26¢

The Company did not record any gross realized daims the sale or maturity of available-for-salgéstments during the three months
ended March 31, 2013 and 2012, respectively. Thapgamy did not record losses on investments expangran other-than-temporary decline
in fair value nor did it record any gross realizesses from the sale or maturity of available-falesnvestments during the three months ende
March 31, 2013 and 2012.

Note 4. Inventories
Inventories at March 31, 2013 and December 31, 20h8isted of the following (in thousands):

March 31, December 31

2013 2012
Work-in-process $ 3,86¢ $ 3,557
Finished good 7,891 6,62¢
Total inventories $11,75¢ $ 10,18(

Note 5. Goodwill and Intangible Assets, net
Goodwill

During the three months ended March 31, 2013, tvagainy did not dispose of or recognize additiormaldyvill. The Company expects
to perform its annual review of goodwill on Aug34t, 2013, unless indicators of impairment are ifiedtprior to that date. As of March 31,
2013 the Company has not identified any indicatdigoodwill impairment.
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Intangible Assets, net
The following is a summary of intangible assets,atévlarch 31, 2013 (in thousands):

March 31, 2013

Gross Net
Carrying Accumulated Carrying
Amount Amortization Amount
Acquisitior-related intangible asse!
Reacquired licens- INTERCEPT Asie $2,01i $ (521 $1,49¢
Total intangible asse $2,01i $ (521) $1,49¢

The following is a summary of intangible assets,atdecember 31, 2012 (in thousands):

December 31, 201,

Gross Net
Carrying Accumulated Carrying
Amount Amortization Amount
Acquisitior-related intangible asse!
Reacquired licens- INTERCEPT Asie $2,01i $ (47)) $1,54¢
Total intangible asse $2,017 $ (477) $1,54¢

The Company recognized $0.05 million in amortizagxpense related to intangible assets for eatiedhree months ended March 31,
2013 and 2012, respectively. During the three moetided March 31, 2013 and 2012, there were naiiimeat charges recognized related to
the acquired intangible assets.

At March 31, 2013, the expected annual amortizagiquense of the intangible assets, net is $0.®mior the remaining nine months
of 2013, $0.2 million each subsequent year thezeaftginning with the year ending December 31, 284adugh the year ending December 31,
2019, and $0.1 million for the year ending Decen8ier2020.

Note 6. Long-Term Investments

In connection with the agreements to license thaumotherapy technologies to Aduro BioTech (“Adurioi"2009, the Company receiv
preferred shares of Aduro. Pursuant to these leceagseements, the Company is eligible to recel&aoyalty fee on any future sales resul
from the licensed technology. As of March 2013, @wmnpany’s ownership in Aduro was less than 3% fulladiluted basis. Since receiving
preferred stock in Aduro, the Company has cartithvestment in Aduro at zero in its condensedsobidated balance sheet. As of March 31,
2013 the Company has not received any royaltiesutis agreement.

Note 7. Accrued Liabilities
Accrued liabilities at March 31, 2013 and Decenttier2012 consisted of the following (in thousands):

March 31, December 31

2013 2012
Accrued compensation and related costs $ 1,45( $ 2,69
Accrued inventory cost 3,96¢ 2,352
Accrued contract and other accrued expe 2,73¢ 2,57¢
Total accrued liabilitie: $ 8,14¢ $ 7,61¢
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Note 8. Debt
Debt at March 31, 2013 consisted of the followimgtiousands):

March 31, 2013

Unamortized
Principal Discount Total
Comerica - Growth Capital Loan A, due 2015 $ 4,167 $ (40) $4,127
Comerice- Revolving Line of Credit, due 20! 2,82¢ 0 2,82¢
Total debt 6,99t (40) 6,95¢
Less: deb- current 4,49¢ 25 (4,470
Debt- nor-current $ 2,50( $ (15 $2,48¢
Debt at December 31, 2012 consisted of the follgwjin thousands):
December 31, 201,
Unamortized
Principal Discount Total
Comerica - Growth Capital Loan A, due 2015 $ 4,58: $ (49 $ 4,53¢
Comerice- Revolving Line of Credit, due 20! 3,19( 0 3,19(
Total debt 7,772 (49 7,724
Less: deb- current 4,851 29 (4,829
Debt- nor-current $ 2,91¢ $ 20) $ 2,89¢

Principal and interest payments on debt at Marct2813 are expected to be as follows for eachefdlowing three years (in
thousands):

Year ended December &

2013 (remaining nine month(@ $1,541
20140 @) 4.72:
2015@ 1,33¢

(1) Included outstanding revolving line of creditlénce based on the Company'’s obligation to refpayttstanding revolving line of credit
balance at the end of the revolving line of créelim.

(2) In April 2013, the Company repaid the Growth Cdgitzan and all associated accrued interest, asagedl scheduled final payment fe:
$0.05 million. These amounts in aggregate were Sdlln.

2011 Growth Capital Facility

The Company entered into a loan and security aggaeon September 30, 2011, as amended effectiBeoamber 13, 2011, and
June 30, 2012, with Comerica Bank (“Comerica”) kectively, the “Amended Credit Agreement”). The Amled Credit Agreement provides
for an aggregate borrowing of up to $12.0 millioamprised of a growth capital loan of $5.0 millig@rowth Capital Loan”) and a formula
based revolving line of credit (“RLOC”) of up to $7million. The Company pledged all current andifatassets, excluding its intellectual
property and 35% of the Company'’s investment isutissidiary, Cerus Europe B.V., as security fordemgs under the Amended Credit
Agreement.
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Growth Capital Loan

Concurrent with the execution of the original l@ard security agreement in September 2011, the Quyriparrowed $5.0 million under
the Growth Capital Loan, substantially all of whighs used to repay the Company’s prior debt witfo€@xFinance Corporation (“Oxford”),
with the remainder used for general corporate ppegpoThe Growth Capital Loan, which was schedudeddture on September 30, 2015, and
bore a fixed interest rate of 6.37%, with interesty payments due for the first twelve months,daléd by equal principal and interest
payments for the remaining 36 months. In April 20th& Company repaid in full the Growth Capital hd@lance and all accrued interest as
well as a scheduled final payment fee of $0.05iomllin an aggregate amount of $4.2 million. Thenpany has no further obligations under
the Growth Capital Loan.

In September 2011, the Company incurred a commitfeenof $40,000 and loan fees of $50,000, whichewecorded as a discount tc
Growth Capital Loan and were being amortized asmaponent of interest expense using the effectiterést method over the term of the
Growth Capital Loan (discount was based on an idpinterest rate of 7.07%). The Company was algoired to make a final payment fee of
1% of the amounts drawn under the Growth CapitalrLdue on its prepayment of the Growth Capital Lddme final payment fee was accre
to interest expense using the effective intereshatktover the life of the Growth Capital Loan ugtraw. The remaining unaccreted balance o
the final payment fee and unamortized discount méltaken as an interest charge in April 2013 imeation with the repayment of that loan.

Revolving Line of Credit

The Amended Credit Agreement also provides for ®RLlof up to $7.0 million (the “RLOC Loan AmountJhe amount available unc
the RLOC is limited to the lesser of (i) 80% ofg#hile trade receivables or (ii) the RLOC Loan Ambukt March 31, 2013, and December 31,
2012, the Company had $2.8 million and $3.2 milli@spectively, outstanding under the RLOC. The gamy is required to repay the
principal drawn from the RLOC at the end of the RL@rm on June 30, 2014, or earlier if a portiomlbof the outstanding RLOC exceeds
amount available under the RLOC. The RLOC bealsadifg rate based on the lender’s prime rate pl66%, with interest—only payments
due each month. At both March 31, 2013, and Dece®ibe2012, the floating rate of the RLOC was @b%b. In September 2011, the
Company incurred a commitment fee of $20,000. Upmendment of the loan and security agreement ia 2042, the Company incurred
another annual commitment fee of $20,000 and rededvcredit for the unused portion of the initegf The Company will incur a $20,000
commitment fee at each annual anniversary beginhing 30, 2013.

Compliance with Covenants

The Company is required to maintain compliance wéttain customary and routine financial covenantier the Amended Credit
Agreement, including maintaining a minimum castabaé of $2.5 million at Comerica and achieving minin revenue levels, which are
measured monthly based on a six-month trailingsbasd must be at least 75% of the pre-establigltedef projected revenues for the trailing
six-month period. Norwompliance with the covenants could result in thegipal of the note becoming due and payable. fAdarch 31, 201z
the Company was in compliance with the financiales@nts as set forth in the Amended Credit Agre¢men

Note 9. Commitments and Contingencies
Operating Leases

The Company leases its office facilities, locate€bncord, California and Amersfoort, The Nethedlgrand certain equipment under
non-cancelable operating leases with initial teimmsxcess of one year that require the Companygyooperating costs, property taxes,
insurance and maintenance. The operating leas@® expvarious dates through 2019, with certaithefleases providing for renewal options,
provisions for adjusting future lease paymentscihs based on the consumer price index and theé tagerminate the lease early, which may
occur as early as January 2015. The Company’sddaséities qualify as operating leases under ARic 840,"Leases” and as such, are not
included on its condensed consolidated balanceshee
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Financed Leasehold Improvements

In 2010, the Company financed $1.1 million of Idasld improvements. The Company pays for the findreasehold improvements as a
component of rent and is required to reimburshkaitdlord over the remaining life of the respeclrases. If the Company exercises its right to
early terminate the Concord California lease, whiedy occur as early as January 2015, the Companidwbe required to repay for any
remaining portion of the landlord financed leasdtiniprovements at such time. At March 31, 2013,Gbenpany had an outstanding liability
of $0.8 million related to these leasehold improeats, of which $0.1 million was reflected in “Acediliabilities” and $0.7 million was
reflected in “Other non-current liabilities” on ti@gmpany’s condensed consolidated balance sheets.

Purchase Commitments

The Company is party to agreements with certainigess for certain components of INTERCEPT Bloodt®yn which the Company
purchases from third party manufacturers and seppti Fresenius at no cost for use in manufactdimighed INTERCEPT disposable kits.
Certain of these agreements require minimum puecbhasimitments from the Company.

Note 10. Stockholders’ Equity
Series B Convertible Preferred Stock

In March 1999, the Company issued 3,327 shardseo€bmpany’s Series B convertible preferred stodkresenius. The Series B
convertible preferred stock had no voting righissept with respect to the authorization of any €laisseries of stock having preference or
priority over the Series B convertible preferregcktas to voting, liquidation or conversion or witispect to the determination of fair value of
non-publicly traded shares received by the hold&esies B convertible preferred stock in the eadrd liquidation, or except as required by
Delaware law. At any time, the holder had the abtth convert each share of Series B convertibdégured stock into 100 shares of the
Company’s common stock. The Company had the rightdeem the Series B convertible preferred stoick o conversion for a payment of
$9.5 million. In June 2012, Fresenius exercisedgtst to convert all 3,327 shares of the Compa8gsies B convertible preferred stock. As a
result, the Company issued 332,700 shares of itsran stock to Fresenius and retired the outstansli@rges B convertible preferred stock.

Common Stock and Associated Warrant Liability

In August 2009, the Company issued warrants tolase 2.4 million shares of common stock, exeragsaban exercise price of $2.90
per share (2009 Warrants”). The 2009 Warrantsaezcisable for a period of five years from thaigsdate. The fair value on the date of
issuance of the 2009 Warrants was determined g2(&million using the Black-Scholes model and/oomial-lattice option valuation model
and applying the following assumptions: (i) a rfsie rate of 2.48%, (ii) an expected term of 5.8rge(iii) no dividend yield and (iv) a
volatility of 77%.

In November 2010, the Company received net procekdpproximately $19.7 million, after deductingdemwriting discounts and
commissions and stock issuance costs of approxXiyrsite3 million, from an underwritten public offeg of 7.4 million units. Each unit sold
consisted of one share of common stock and a wawgrurchase 1/2 of a share of common stock. Ba@hwvas sold for $2.85, resulting in the
issuance of 7.4 million shares of common stockweadants to purchase 3.7 million shares of comntocks exercisable at an exercise price 0
$3.20 per share (“2010 WarrantsThe warrants issued in November 2010 became egbteisn May 15, 2011 and are exercisable for ag
of five years from the issue date. The fair valodte date of issuance of the 2010 Warrants wasrdated to be $5.8 million using the Black-
Scholes model and/or binomial-lattice option valuamodel and applying the following assumptiorisa(risk-free rate of 1.23%, (ii) an
expected term of 5.0 years, (iii) no dividend yielt (iv) a volatility of 85%.
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The fair value of the 2009 Warrants and 2010 Wasrauas recorded on the consolidated balance sasetdiability pursuant to
“Accounting for Derivative Instruments and HedgiAgtivities” and“Accounting for Certain Financial Instruments wi@haracteristics of
Both Liabilities and Equif” Topics of ASC and will be adjusted to fair valueeath financial reporting date thereafter untiléhéier of
exercise or modification to remove the provisiortsalu require the warrants to be treated as a iigbdt which time, these warrants would be
reclassified into stockholders’ equity. The Compalassified the 2009 Warrants and 2010 Warransslebility as these warrants contain
certain provisions that, under certain circumstanadiich may be out of the Company’s control, caelguire the Company to pay cash to
settle the exercise of the warrants or may reghgeCompany to redeem the warrants.

The fair value of the warrants at March 31, 2018 Becember 31, 2012 consisted of the followingHiousands):

March 31, December 31

2013 2012
2009 Warrants $ 4,08¢ $ 2,00¢
2010 Warrant: 6,89 3,894
Total warrant liability $10,97¢ $ 5,908

The fair value of the Company’s warrants was basedsing the binomial-lattice option valuation mbaled using the following
assumptions at March 31, 2013 and December 31,:2012

March 31, December 31
2013 2012

2009 Warrants:
Expected term (in year 1.4C 1.6
Estimated volatility 40% 45%
Risk-free interest rat 0.25% 0.25%
Expected dividend yiel 0% 0%
2010 Warrants:
Expected term (in year 2.61 2.8¢
Estimated volatility 48% 51%
Risk-free interest rat 0.3€% 0.3€%
Expected dividend yiel 0% 0%

The Company recorded non-cash losses of $5.1 mélia of $4.5 million during the three months enledch 31, 2013, and 2012,
respectively, in “Loss from Revaluation of warréiability” on the condensed consolidated statemeftgperations due to the changes in fair
value of the warrants. Significant changes to tbenBany’s market price for its common stock will iagp the implied and/or historical
volatility used to fair value the warrants. As auk, any significant increases in the Companysslsprice will likely create an increase to the
fair value of warrant liability. Similarly, any sigficant decreases in the Company’s stock pricelikély create a decrease to the fair value of
warrant liability. In June 2012, the 2010 Warratpurchase 5,084 shares of common stock were isgdrc

Sales Agreements

The Company entered into an At-The-Market Issu@ales Agreement in June 2011, as amended in JaR@aRyand August 2012
(collectively, the “MLV Agreement”), with MLV & CoLLC, formerly McNicoll, Lewis & Vlak LLC (“MLV") that provides for the issuance
and sale of shares of the Company’s common stoektbre term of the MLV Agreement having an aggregdtering price of up to $20.0
million through MLV. Under the MLV Agreement, MLVcés as the Compang/'sales agent and receives compensation basedaggeagate (
3% of the gross proceeds on the sale price pee stids common stock. The issuance and sale skthhares by the Company pursuant to the
MLV Agreement are deemed an “at-the-market” offgramd are registered under the Securities Act. @eeterm of the MLV Agreement,
approximately 6.6 million shares of the Companygmmon stock were sold under the MLV Agreement figragate net proceeds of $19.2
million. At March 31, 2013, the Company had lesnt$0.1 million of common stock available to bedashder the MLV Agreement. During
the three months ended March 31, 2013, the Comipadyo sales of its common stock under the MLV Agrent.
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The Company also entered into a Controlled Equifetihg SM Sales Agreement (the “Cantor Agreement”Aurgust 2012, with Cantor
Fitzgerald & Co. (“Cantor”) that provides for thesuance and sale of shares of its common stocktloeéerm of the Cantor Agreement having
an aggregate offering price of up to $30.0 millibrough Cantor. Under the Cantor Agreement, Caalar acts as the Company’s sales agent
and receives compensation based on an aggreg2® of the gross proceeds on the sale price pee siiats common stock. The issuance anc
sale of these shares by the Company pursuant ©Bahtor Agreement are deemed an “at-the-markegriol) and are registered under the
Securities Act. During the year ended DecembeRB812, approximately 1.4 million shares of the Comyp&common stock were sold under
the Cantor Agreement for aggregate net proceefid.8fmillion. During the three months ended Marth2013, approximately 3.8 million
shares of the Company’s common stock were soldrithdeCantor Agreement for aggregate net proceefi$20 million. At March 31, 2013,
the Company had approximately $12.5 million of camnnstock available to be sold under the Cantor Amuent.

Public Offering of Common Sto

The Company completed a public offering of commimels on March 19, 2013. As a result of this offgrithe Company issued
approximately 8.3 million shares of its common ktat$4.20 per share. The Company provided therwrders an overallotment of an
additional approximately 1.3 million shares ofdtsnmon stock, which was fully subscribed. Combigeaks proceeds for the offering were
approximately $40.3 million. Net proceeds to therpany were approximately $38.0 million after undéevs’ discount of approximately $1
million and offering costs of approximately $0.5lliah.

Stockholder Rights Plan

In October 2009, the Company’s Board of Directatspied an amendment to its 1999 stockholder rigllats, commonly referred to as a
“poison pill,” to reduce the exercise price, extéhe expiration date and revise certain definitionder the plan. The stockholder rights plan is
intended to deter hostile or coercive attemptctuae the Company. The stockholder rights plarbkssastockholders to acquire shares of the
Company’s common stock, or the common stock ofcagjuiser, at a substantial discount to the publicketprice should any person or group
acquire more than 15% of the Company’s common stéthiout the approval of the Board of Directors endertain circumstances. The
Company has designated 250,000 shares of Serigsi@ Participating preferred stock for issuanceannection with the stockholder rights
plan.

Note 11. Stock-Based Compensation

The Company maintains an equity compensation plgmdvide long-term incentives for employees, cactiors, and members of its
Board of Directors. The Company currently grantsiggpwards from one plan, the 2008 Equity Incemflan (the “2008 Plan”). The 2008
Plan allows for the issuance of non-statutory anegmtive stock options, restricted stock, restdack units, stock appreciation rights, other
stock-related awards, and performance awards whiahbe settled in cash, stock, or other propeitez. Company continues to have equity
awards outstanding under its previous stock pla888 Non-Officer Stock Option Plan and 1999 Equitgentive Plan (collectively, the “Prior
Plans”) and 1996 Equity Incentive Plan (the “19%nP. Equity awards issued under the Prior Plarsthe 1996 Plan continue to adhere to
the terms of those respective stock plans and mloeiuoptions may be granted under those previtarmspHowever, at June 2, 2008, any sh
that remained available for future grants underRtier Plans became available for issuance un@2@8 Plan. On June 6, 2012, the
stockholders approved an amendment to the 2008(FAamended 2008 Plan”) which increased the aggeegamber of shares of common
stock authorized for issuance by 3,000,000 shates) that the Amended 2008 Plan has reservedsigange an amount not to exceed
13,540,940 shares. At March 31, 2013, the Compaxyam aggregate of approximately 12.8 million shafdts common stock reserved for
issuance under the Amended 2008 Plan, the PriosRiiad the 1996 Plan, of which approximately 10lliam shares were subject to
outstanding options and other stock-based awandisapproximately 2.1 million shares were availdblefuture issuance under the Amended
2008 Plan.

The Company also maintains an Employee Stock PsecR&n (the “Purchase Plan”) which is intendegutalify as an employee stock
purchase plan within the meaning of Section 428{lihe Internal Revenue Code. Under the Purchasg Ble Company’s Board of Directors
may authorize participation by eligible employedas|uding officers, in periodic offerings. On JuBg2012, the stockholders approved an
amendment to the Purchase Plan to increase thegaggmumber of shares of common stock authorimeidguance by 500,000 shares, such
that the Purchase Plan has reserved for issuanaemannt not to exceed 1,320,500 shares. At MarcR@13, the Company had approximately
0.6 million shares available for future issuancdarthe Purchase Plan.

The Company has granted restricted stock unitsagsiiynto its senior management in accordance viithAmended 2008 Plan. Subject to
each grantee’s continued employment, the restritimek units generally vest in three annual instatits from the date of grant and are
generally issuable at the end of the three-yeaingeterm. At March 31, 2013, all restricted stagkits were fully vested.
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Activity under the Company’s equity incentive plaetated to stock options is set forth below (ioukands except per share amounts):

Weighted

Average
Exercise
Number of Options Price per

Outstanding Share
Balances at December 31, 2012 8,50¢ $ 3.4C
Grantec 2,29¢ 3.5¢
Forfeited (30) 2.9¢
Expired 43 7.91
Exercisec (67) 2.2¢
Balances at March 31, 20. 10,66 $ 3.42

The Company currently uses the Black-Scholes otraing model to determine the grant-date faiueabf stock options and employee
stock purchase plan shares. The Black-Scholesroptioing model is affected by the Company’s stpdke, as well as assumptions regarding
a number of complex and subjective variables, whichude the expected term of the grants, actudlpxnjected employee stock option
exercise behaviors, including forfeitures, the Camys expected stock price volatility, the riskdriaterest rate and expected dividends. The
Company recognizes the grant-date fair value obtbek award as stock-based compensation expersatoaight-line basis over the requisite
service period, which is the vesting period, anadgisted for estimated forfeitures.

Stock-based compensation recognized on the Companpdensed consolidated statements of operabtoiise three months ended
March 31, 2013 and 2012, was as follows (in thodsgn

Three Months Ended

March 31,
2013 2012
Stoclk-based compensation expense by cap
Research and developm $ 87 $ 131
Selling, general and administrati 62€ 411
Total stocl-based compensation expel $ 71Z $ 54z

The Company did not record any stock-based comtiensassociated with performance-based stock optiuming the three months
ended March 31, 2013 and 2012 as the performaiteei@mwvas not probable of being achieved. Perforreabased stock options of 50,000
remained outstanding at March 31, 2013.

Note 12. License Agreements

The Company has certain agreements with Freseriichwequire the Company to pay royalties on fulWEERCEPT Blood System
product sales at royalty rates that vary by pradl@¥ of product sales for the platelet system ,d3%roduct sales for the plasma system, 5
product sales for the red blood cell system, aB#o6on sales of illuminators. During the three merghded March 31, 2013, and 2012, the
Company made royalty payments to Fresenius of &dl&n and $0.7 million, respectively. At March 32013, and December 31, 2012, the
Company owed Fresenius $0.7 million and $0.8 nmilli@spectively, for royalties.

In December 2008, the Company extended its agreemimFresenius to manufacture finished INTERCE#Sposable kits for the
platelet and plasma systems through December 3B. 2ihder the amended manufacturing and supplyeawgat, the Company pays Frese!
a set price per kit, which is established annuallys a fixed surcharge per kit. In addition, vokidriven manufacturing overhead is to be paid
or refunded if actual manufacturing volumes aredoar higher than the estimated production voluries. Company made payments to
Fresenius of $3.9 million and $3.6 million relatitoigthe manufacturing of the Company products dutire three months ended March 31,
2013, and 2012, respectively. At March 31, 2018l @acember 31, 2012, the Company owed Freseni@s§ilion and $6.2 million,
respectively, for INTERCEPT disposable kits mantifeed. In connection with the warranty claims imedrby the Company and remediation
of those claims during the year ended Decembe2@12 (see Note 1 in the Notes to Condensed ComsetidFinancial Statements under
“Guarantee and Indemnification Arrangements” forendetail), the Company filed a warranty claim agaFresenius. Fresenius accepted the
warranty claim and has or will supply the Comparithweplacement product or credit notes. As a tefiud Company recorded a current asse
of $1.8 million on its consolidated balance shestef December 31, 2012 representing the full amnofthe warranty claim against Fresenius
as Fresenius will supply the Company with replaagrpeoducts or credit notes for those defectivpaientially defective products. The
Company also wrote-down the value of certain utdalenventory of $1.7 million related to these pwots as an offsetting warranty claim
against Fresenius as of December 31, 2012. As ofliMzl, 2013 the Company’s warranty claim agaimss&nius is $0.3 million and all
unsalable inventory has been returned.
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During the three months ended March 31, 2013, tragany identified a production defect related tdaie lots of Fresenius
manufactured INTERCEPT Plasma Processing setseddysdefective valves purchased by FreseniusCiimepany and Fresenius agreed
Fresenius is fully liable for the impacted invegtand that Fresenius will re-inspect, re-work, eslfgage and return all inventory to the
Company at Fresenius’ expense. At March 31, 20&@Xdmpany had not sold any of the affected invgrtmcustomers, nor had any of the
inventory been returned to Fresenius. Accordinglyyarch 31, 2013 the Company reclassified fronemuary approximately $0.4 million and
$0.5 million to prepaid expenses and accounts gayedspectively, to properly reflect impacted sriitat the Company had either paid
Fresenius for or had received invoices for. The gamy and Fresenius do not believe that any additiproduct lots are impacted by this
defect.

Note 13. Segment, Customer and Geographic Informatn

The Company continues to operate in only one segrhlod safety. The Company’s chief executivedaffiis the chief operating
decision maker who evaluates performance basekeonet revenues and operating loss of the bloadysaégment. The Company considers
the sale of all of its INTERCEPT Blood System progito be similar in nature and function, and aawenue earned from services are mini

The Company'’s operations outside of the UnitedeStatclude a wholly-owned subsidiary headquartérdétLirope. The Company’s
operations in the United States are responsiblth®research and development and global commizatiah of the INTERCEPT Blood
System, as discussed in further detail below, whylerations in Europe are responsible for the comialiation efforts of the platelet and
plasma systems in Europe, The Commonwealth of leldgnt States and the Middle East. Product reveareeattributed to each region based
on the location of the customer, and in the cas®afproduct revenues, on the location of the bolation partner.

The Company had the following significant custontbes accounted for more than 10% of the Compatoged product revenue, all of
which operate in a country outside of the Uniteaté&, during the three months ended March 31, 26812012 (in percentages):

Three Months Ended

March 31,
2013 2012
Delrus Inc. 19% 17%
Movaco, S.A. 16% 18%
Etablissement Francais du S¢ 16% 30%
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ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

This discussion and analysis should be read inwmtjon with our condensed consolidated finandiatements and the accompanying
notes included in this Quarterly Report on FormQ@mnd the audited consolidated financial statemants accompanying notes included in
our Annual Report on Form 10-K for the year endest®&nmber 31, 2012. Operating results for the threathrs ended March 31, 2013 are not
necessarily indicative of results that may occufuture periods.

This Quarterly Report on Form 10-Q contains forwdodking statements within the meaning of Sectioh @7the Securities Act of 19:
as amended, and Section 21E of the Securities acldaige Act of 1934, as amended, that involve asldlsuncertainties. The forward-looking
statements are contained principally in Item 2, ‘“hM@ement’s Discussion and Analysis of Financial @idon and Results of Operations” and
in Item 1A, “Risk Factors.” These statements inedtmown and unknown risks, uncertainties and didetors which may cause our actual
results, performance or achievements to be mategnitifferent from any future results, performanoceschievements expressed or implied by
the forward-looking statements. Examples of forwlaaking statements include, but are not limitedstatements about our estimates
regarding the sufficiency of our cash resources,ahility to commercialize and achieve market adaape of the INTERCEPT Blood System,
the anticipated progress of our research, develagraad clinical programs, our ability to manage toxreases associated with preclinical
and clinical development for the INTERCEPT Bloost&y, our ability to obtain and maintain regulat@pyprovals of the INTERCEPT Blood
System, the ability of our products to inactivas#hpgens that may emerge in the future, and oditybd protect our intellectual property and
operate our business without infringing upon theelilectual property rights of others. In some casesi can identify forward-looking
statements by terms such as “anticipate,” “will,'btlieve,” “estimate,” “expect,” “plan,” and similarexpressions intended to identify such
forward-looking statements. Forward-looking statementkeotfour current views with respect to future egeatre based on assumptions, and
are subject to risks and uncertainties. There camb assurance that these statements will probe toorrect. Certain important factors could
cause actual results to differ materially from thaliscussed in such statements, including our faeatiditional financing, whether our
preclinical and clinical data or data from commeatuse will be considered sufficient by regulatanthorities to grant marketing approval
our products, market acceptance of our productsnbeirsement, development and testing of additionafigurations of our products,
regulation by domestic and foreign regulatory autties, our limited experience in sales, marketamgl regulatory support for the
INTERCEPT Blood System, our reliance on Fresenmgsthird parties to manufacture certain componeaitthe INTERCEPT Blood Syste
incompatibility of our platelet system with somenceercial platelet collection methods, our needdmplete certain of our product
components’ commercial design, more effective prodfierings by, or clinical setbacks of, our cotitpes, product liability, our use of
hazardous materials in the development of our pet&libusiness interruption due to earthquake, ouitéd operating history and expectation
of continuing losses, protection of our intelledtpeoperty rights, volatility in our stock pricegdial proceedings, and on-going compliance witl
the requirements of the Sarbanes-Oxley Act of 20G2discuss many of these risks in this QuarteglyoR on Form 10-Q in greater detail in
the section entitled “Risk Factorginder Part II, tem 1A below and in our other do@nts filed with the Securities and Exchange Comniamit
Given these uncertainties, you should not placauarrdliance on these forward-looking statementso Alorward-looking statements represent
our estimates and assumptions only as of the datésoQuarterly Report on Form 10-Q. You shouldd¢his Quarterly Report on Form 10-Q
and the documents that we incorporate by referémesd have filed as exhibits to this Quarterly Bg¢pn Form 10-Q, completely and with
the understanding that our actual future resultsyrba materially different from what we expect. fx@s required by law, we assume no
obligation to update any forward-looking statememislicly, or to update the reasons actual resatiald differ materially from those
anticipated in any forward-looking statements, eiferew information becomes available in the future

Overview

Since our inception in 1991, we have devoted suatistly all of our efforts and resources to thest@sh, development, clinical testing
and commercialization of the INTERCEPT Blood Sysgmd, from 2001 until late 2007, immunotherapigscncer and infectious disease.
The INTERCEPT Blood System is designed for thre@thlcomponents. The INTERCEPT Blood System foref#d, or platelet system, and
the INTERCEPT Blood System for plasma, or plasnstesy, have received CE marks and are being markettdold in a number of counti
around the world including those in Europe, The @mmwealth of Independent States, or CIS, the Middist.

We are developing the INTERCEPT Blood System fdrbi®od cells, or red blood cell system, and ptapdrformin vitro studies and
clinical trials. Subject to the availability of agleate funding from partners and/or the capital mkwe intend to complete development
activities for the red blood cell system necessaryotential regulatory approval in Europe. We emerently conducting a Phase Il recovery
and lifespan study and plan to complete that sl certain other prerequisites before proposiRbase 111 clinical trial protocol for the red
blood cell system in support of approval in thetddiStates. These development activities will taauhcreased research and development
expenses in future periods, and our ability to camh@nd complete any clinical trials of the reddaaell system to support approval in the
United States is subject to our ability to genegatificient cash flows from our operations or obtadequate funding from external sources. In
any event, we will be required to obtain additiocapital in order to complete the development af abtain any regulatory approvals for the
red blood cell system.
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The United States Food and Drug AdministratiorF0A, accepted our proposed modular Premarket Agbrapplication, or PMA,
shell for review of our plasma system. We will pred with a modular PMA approach, in which we wilbmit sections, or modules, of the
PMA at different times and the compilation of thesetions or modules will become a complete PMA.B&leve that the modular approach
increases the likelihood that we will be able tsotge any deficiencies identified by FDA earliettlie review process. Based on our recent
discussions with the FDA, we believe that our éxgstlinical data is sufficient for the clinicalqeirements of the PMA submission process. Ir
February 2013, we also reached agreement withBi#eregarding our platelet system. The FDA indicatteat our existing clinical trial and
European haemovigilance data will be sufficiergubmit a proposal for a modular PMA submissiortiier platelet system without the need to
complete additional Phase lll clinical trials aitsttime, however, the FDA has indicated that we méled to commit to post-marketing studies.
In March 2013the FDA approved the proposed PMA shell for theipla system. The submission of the PMA modulesdn bur plasma ar
platelet system, will result in increased reseantth development expenses in future periods. Stibal&DA require us to complete any
additional clinical trials, our ability to conduahd complete any additional clinical trials to sopi@pproval in the United States would be
subject to the sufficiency of our existing cashorgses, our ability to generate sufficient casiwlidrom our operations, or obtain adequate
funding from external sources before we initiatg additional trials.

Our near-term capital requirements are dependemanous factors, including operating costs andkivigy capital investments associated
with commercializing the INTERCEPT Blood Systemstsoassociated with the modular PMA submissiongsedor the plasma system, costs
associated with a potential modular PMA submis$iorihe platelet system, costs associated withydogspotential regulatory approvals in
other geographies where we do not currently selptatelet and plasma systems, costs associatbdolaining and conductirig vitro studies
and clinical development of our red blood cell systn Europe and the United States, and cost®rktatcreating, maintaining and defending
our intellectual property. Our long-term capitajju@ements will also be dependent on the succesardgales efforts, competitive
developments, the timing, costs and magnitude ofanger-term clinical trials and other developmadtivities related to our platelet, plasma
and red blood cell systems, market preparednespraddict launch activities for any of our produectgeographies where we do not currently
sell our products, and regulatory factors. Untilave able to generate a sufficient amount of prockwenue and generate positive net cash
flows from operations, which we may never do, mregetiur longterm capital requirements is in large part subjeetccess to public and priv
equity and debt capital markets, as well as tabaoltative arrangements with partners, augmentexdsly generated from operations and
interest income earned on the investment of our batances. We believe that cash received fromyatoghles, our available cash balances
access to debt will be sufficient to meet our @piquirements for at least the next twelve marfhsur assumptions prove to be incorrect,
could consume our available capital resources sabae we currently expect.

We have borrowed and in the future may borrow &mttil capital from institutional and commercial kany sources to fund future
growth outside of our Amended Credit Agreement Wittimerica Bank, as described below, on terms tlagtintlude restrictive covenants,
including covenants that restrict the operationwfbusiness, liens on assets, high effectivedstaates and repayment provisions that reduc
cash resources and limit future access to capaakets. In addition, we expect to continue to oppustically seek access to the equity capital
markets to support our development efforts andatjmers, including pursuant to the Cantor Agreenaistussed below or otherwise. To the
extent that we raise additional capital by issweqgity securities, our stockholders may experiesutestantial dilution. To the extent that we
raise additional funds through collaboration ortparing arrangements, we may be required to reigsome of our rights to our technologies
or rights to market and sell our products in carggographies, grant licenses on terms that areanotable to us, or issue equity that may be
substantially dilutive to our stockholders.

The disruptions to the global credit and finanai@rkets as well as general economic uncertaintyiding the continued instability of t
Eurozone, has generally made equity and debt fingmaore difficult to obtain and the terms lessdiable to the companies seeking to raise
financing. As a result of economic conditions, gahglobal economic uncertainty and other factars,do not know whether additional capital
will be available when needed, or that, if avaiabte will be able to obtain additional capitalreasonable terms. If we are unable to raise
additional capital due to disruptions to the glofraldit and financial markets, general economicuainty or other factors, we may need to
curtail planned development or commercializatiotivi@es. In addition, we will need to obtain addital funds to complete development
activities for the red blood cell system necess$arypotential regulatory approval in Europe. Werhd plan on conducting any additional
clinical trials of the red blood cell, plateletglasma systems in the United States unless anidaentian obtain sufficient additional funding or,
at such time, our existing operations provide sidfit cash flow to conduct these trials.

We recognize product revenues from the sale optatelet and plasma systems in a number of cosrdiieund the world including tho
in Europe, the CIS and the Middle East. Althoughmewenues have grown over time and increased gltinm three months ended March 31,
2013 as compared to March 31, 2012, if we are @nt@abfjain widespread commercial adoption in manksstsre our blood safety products are
approved for commercialization, we will have diffites achieving profitability. In order to comméize all of our products and product
candidates, we will be required to conduct sigalificresearch, development, preclinical and clirgealuation, commercialization and
regulatory compliance activities for our produchdiates, which, together with anticipated sellipgneral and administrative expenses, are
expected to result in substantial losses. Accotgjnge may never achieve a profitable level of @piens in the future.
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In addition to the product revenues from salesusfpdatelet and plasma systems, we have recogn&eshue from government grants
and cooperative agreements. Historically, we haeeived significant awards in funding under coofpezaagreements with the United States
Department of Defense, or DoD, for the INTERCEP®dI System. Any such funding is subject to the @uthtion of funds and approval of
our research plans by various organizations withénfederal government, including the United St&tesgress. In August 2011, we were
awarded a $2.1 million grant from the DoD to supploe development of our red blood cell system.Nee recognized revenue associated
with this award as qualified costs were incurredré@mbursement over the performance period ofyase from the date of issuance. We have
exhausted the remaining availability under the geaaml recognized $0.1 million during the year enDedember 31, 2012. The general
economic environment, coupled with tight federaddpets, has led to a general decline in the amaouailadle for government funding and we
do not expect any revenue from government grardanperative agreements for the foreseeable fufuaeall.

In 2007, we spun-off our immunotherapy businesd,iar2009, we entered into agreements to out-lieeestain immunotherapy
technologies to Aduro BioTech, or Aduro. In conmatiwith those agreements, we received preferradeshof Aduro. Pursuant to these lice
agreements, we are eligible to receive a 1% roya#yon any future sales resulting from the licdrigehnology. To date we have not received
any royalty payments from Aduro pursuant to thisesagnent. As of March 31, 2013, our ownership in dduas less than 3% on a fully dilut
basis. Since receiving preferred stock in Adurohaee carried our investment in Aduro at zero onocaunsolidated balance sheet.

We pay royalties to Fresenius Kabi AG, or FreseronNTERCEPT Blood System product sales unddaireagreements which arose
from the sale of the transfusion therapies divisibBaxter International Inc., or Baxter, in 208d Fenwal Inc., or Fenwal (Fenwal was
recently acquired by Fresenius), at rates of 10%ebfales for our platelet system, 3% of net dalesur plasma system, 5% of net sales for
our red blood cell system, and 6.5% on net sal@fuafination devices, or illuminators. Freseniwstassumed Fenwal’s rights and obligations
under these certain agreements, including our naaturing and supply agreement. In this reportresfees to Fresenius include references to
its predecessors-in-interest Fenwal and Baxteraldte pay Fresenius certain costs associated vathrtfended manufacturing and supply
agreement we executed with Fresenius in Decemifi 20 the manufacture of INTERCEPT finished disgwe kits for our platelet and
plasma systems through December 31, 2013. Undemieeded manufacturing and supply agreement, w&@senius a set price per
disposable kit, which is established annually, pldsxed surcharge per disposable kit. In additiaiume driven manufacturing overhead is to
be paid or refunded if actual manufacturing volumeshigher or lower than the annually estimatedipction volumes. We are also obligated
to provide certain disposable kit components atogi to Fresenius under the amended manufactunishg@pply agreement. This required u
enter into manufacturing and supply arrangements egrtain other manufacturers for those componeanise of which contain minimum
purchase commitments. As a result, our supply cfuainertain of these components, held as workraeess on our consolidated balance
sheets, may potentially take over one year to cetagiroduction before being utilized in finishedlBRCEPT disposable kits.

During the three months ended March 31, 2013, watifled a production defect related to certais lot Fresenius manufactured
INTERCEPT Plasma Processing sets, caused by defectives purchased by Fresenius. We and Fresagiesd that Fresenius is fully liable
for the impacted inventory and that Fresenius rgHinspect, re-work, re-package and return allimery to us at Fresenius’ expense. At Marck
31, 2013, we had not sold any of the affected itaugrto customers, nor had any of the inventorynb@gurned to Fresenius. Accordingly, at
March 31, 2013, we reclassified from inventory apgmately $0.4 million and $0.5 million to prepa#penses and accounts payable,
respectively, to properly reflect impacted unitatttve had either paid Fresenius for or had recaiveaices for. We and Fresenius do not
believe that any additional product lots are imeddty this defect.

During the year ended December 31, 2012, we prdvidiewarranty obligations of $0.9 million relatemreplacement costs for certain of
our products that we identified were defective ad the potential of being defective. In connectidth the warranty claims incurred by us and
remediation of those claims during the year endedehber 31, 2012, we filed a warranty claim agdtnssenius. Fresenius accepted the
warranty claim and has or will supply us with req@eent product or credit notes. As a result, werdsd a current asset of $1.8 million on oul
consolidated balance sheets as of December 31,r2pi&senting the full amount of the warranty claigainst Fresenius as Fresenius will
supply us with replacement products or credit néideshose defective or potentially defective produ We also wrote-down the value of
certain unsalable inventory of $1.7 million relatedhese products as an offsetting warranty cigainst Fresenius as of December 31, 2012
As of March 31, 2013, our warranty claim againgidenius is $0.3 million and all unsalable inventoag been returned.
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In August 2010, we completed an acquisition ofaiarassets of BioOne Corporation, or BioOne, inicigdhe commercialization rights
that both Fresenius and we granted to BioOne ftr the platelet and plasma systems. Concurrenttiviifacquisition, Fresenius and we
terminated the commercialization rights we and éméass granted to BioOne. As a consequence of th@nation, and pursuant to a pre-
existing agreement with Fresenius, our commereitibn rights to the platelet and plasma systemguadr 2005 and 2006 agreements with
Fresenius became worldwide. As consideration feratquired BioOne assets, we relinquished all shaecheld in BioOne valued at
approximately $0.3 million and issued approximate® million shares of our common stock to BioOa&red at approximately $3.4 million,
of which approximately 1.0 million shares were edat the close of the acquisition on August 24028nd the remaining 0.2 million shares
were issued on February 25, 2011. Accordinglyhatacquisition date, we recorded the fair valuthefassets acquired, consisting of
commercialization rights in Asia of $2.0 million&fluminators of $0.4 million, with the excesstbe purchase price over the fair value of the
asset acquired recorded as goodwill of $1.3 milliime recognition of goodwill was attributable e tbuyer-specific value derived by us as a
result of acquiring the commercialization rightscartain Asian countries in order to complete tltdgl commercialization rights for our
platelet and plasma systems.

We entered into an At-The-Market Issuance Saleg&gent in June 2011, as amended in January 2012wkt 2012, or collectively
the MLV Agreement, with MLV & Co. LLC, formerly Mcholl, Lewis & Vlak LLC, or MLV, that provides fothe issuance and sale of shares
of our common stock over the term of the MLV Agre=rnhhaving an aggregate offering price of up to.@20illion from time to time through
MLV as our sales agent. We also entered into arGlbed Equity Offerings™ Sales Agreement, or the @am{greement, in August 2012, with
Cantor Fitzgerald & Co., or Cantor, that providesthe issuance and sale
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of shares of our common stock over the term ofGhetor Agreement having an aggregate offering mfag to $30.0 million through Cantor
as our sales agent. During the year ended Dece®ib@011, approximately 3.5 million shares of ommemon stock were sold under the MLV
Agreement for aggregate net proceeds of $9.7 millRuring the year ended December 31, 2012, weaokgregate of approximately

4.5 million additional shares of our common stookler the MLV Agreement and the Cantor Agreemenafgregate net proceeds of $13.8
million. During the three months ended March 31120w~e sold an aggregate of approximately 3.8 amiladditional shares of our common
stock under the MLV Agreement and the Cantor Agreinfor aggregate net proceeds of $13.0 millionMatch 31, 2013, we had less than
$0.1 million and approximately $12.5 million of comon stock available to be sold under the MLV Agreatrand Cantor Agreement,
respectively.

We entered into a loan and security agreement pte8der 30, 2011, as amended effective on Decebihe011, and June 30, 2012, or
collectively, the Amended Credit Agreement, withn@ica Bank, or Comerica. The Amended Credit Agregmrovides for an aggregate
borrowing of up to $12.0 million, comprised of agth capital loan of up to $5.0 million, or Grow@apital Loan, and a formula based
revolving line of credit of up to $7.0 million. W#edged all current and future assets, excludirrgrdallectual property and 35% of our
investment in our subsidiary, Cerus Europe B.Vsexurity for borrowings under the Amended Credjtéement. We are required to maintain
compliance with certain customary and routine fgiahcovenants, including maintaining a minimumtchalance of $2.5 million with
Comerica and achieving certain minimum revenueléev@n September 30, 2011, we borrowed $5.0 millioder the Growth Capital Loan,
substantially all of which was used to repay ouompdebt with Oxford Finance Corporation, or Oxfovdth the remainder used for general
corporate purposes. In addition, we have drawnnagaur revolving line of credit and had an outdtag balance of $2.8 million at March 31,
2013. In April 2013, we repaid in full the Growtlafital Loan balance and all accrued interest, dsage scheduled final payment, in an
aggregate amount of $4.2 million. We have no furtigigations under the Growth Capital Loan.

Public Offering of Common Sto

We completed a public offering of common stock oaréh 19, 2013. As a result of this offering, weiess approximately 8.3 million
shares of common stock at $4.20 per share. Wedqedithe underwriters an overallotment of an additi@pproximately 1.3 million shares of
common stock, which was fully subscribed. Combigeass proceeds for the offering were approximasd®.3 million. Net proceeds to us
were approximately $38.0 million after underwritefiscount of approximately $1.8 million and offegi costs of approximately $0.5 million.

Critical Accounting Policies and Management Estimags

The preparation of financial statements require®usake estimates, assumptions and judgmentaffeat the reported amounts of
assets, liabilities, revenues and expenses, aatkdeflisclosures of contingent assets and liaslitOn an ongoing basis, we evaluate our
estimates, including those related to revenue &tiog, inventory valuation, certain accrued lidi®k, valuation and impairment of purchased
intangibles and goodwill, valuation of warrantsluagion of stock options under share-based paymealsation allowance of our deferred tax
assets and uncertain income tax positions. We duarsestimates on historical experience and on uarather assumptions that we believe ti
reasonable under the circumstances, the resulihioh form our basis for making judgments aboutdheying value of assets and liabilities
that are not readily apparent from other sourcetu@ results may differ from those estimates umtiféerent assumptions or conditions.

We believe the following critical accounting poéisirequire us to make significant judgments arichasts used in the preparation of our
financial statements:

» Revenue—We recognize revenue in accordance with ASC T6pE-25,"Revenue Recognition— Arrangements with Multiple
Deliverables” as applicable. Revenue is recognized when (i) jpsige evidence of an agreement exists; (ii) sesvizare been rendered or
product has been delivered:; (iii) pricing is fixeddeterminable; and (iv) collection is reasonadgured.
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Revenue related to product sales is generally rézed when we fulfill our obligations for each elemt of an agreement. For all sales of
our INTERCEPT Blood System products, we use a hipgurchase order and signed sales contract asreédf a written agreement. We sell
INTERCEPT Blood System for platelets and plasmaadtly to blood banks, hospitals, universities, goweent agencies, as well as to
distributors in certain regions. Generally, ourtcacts with customers do not provide for open retights, except within a reasonable time
after receipt of goods in the case of defectivaar-conforming product. Deliverables and the uoftaccounting vary according to the
provisions of each purchase order or sales confrfactrevenue arrangements with multiple elememtsgetermine whether the delivered
elements meet the criteria as separate units ouaticg. Such criteria require that the deliverdidee stand-alone value to the customer and
that if a general right of return exists relatieettie delivered item, delivery or performance & timdelivered item(s) is considered probable
substantially in our control. Once we determinthé deliverable meets the criteria for a separaiieafi accounting, we must determine how the
consideration should be allocated between the @lelbles and how the separate units of accountimgidtve recognized as revenue.
Consideration received is allocated to elementsateidentified as discrete units of accountingdobon the best estimated selling price. We
have determined that vendor specific objective evie is not discernible due to our limited histofgelling our products and variability in our
pricing across the regions into which we sell aundoicts. Since our products are novel and uniqdeaas not sold by others, third-party
evidence of selling price is unavailable. Freighsts charged to customers are recorded as a compafrrevenue under ASC Topic 605,
“Accounting for Shipping and Handling Fees and Gdsind value-added-taxes, or VAT, that we invoicedoaustomers and remit to
governments, are recorded on a net basis, whidnaes such VAT from product revenue.

Revenue related to the cost reimbursement prowssioer development contracts is recognized asasts on the projects are incurred.
We receive certain United States government gi@mdscontracts that support research in definediresgrojects. These grants generally
provide for reimbursement of approved costs incla® defined in the various grants.
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* Inventory —We own certain components of INTERCEPT disposkittein the form of work-in-process inventory arnkished goods,
UVA illuminators, and certain replacement partsdar illuminators. Our supply chain for certaintbése components, held as work-in-proces
on our condensed consolidated balance sheet, tantjadly take over one year to complete productiefore being utilized in finished
INTERCEPT disposable kits. We maintain an inventmajance based on our current sales projectionlsateach reporting period, we evalt
whether our work-irprocess inventory would be consumed for produatioimished units in order to sell to existing gmspective custome
within the next twelve-month period. It is not ausiary for our production cycle for inventory to erd twelve months. Instead, we use our
best judgment to factor in lead times for the pidiin of our finished units to meet our current deats. If actual results differ from those
estimates, work-in-process inventory could potdigteccumulate for periods exceeding one year.

Under our manufacturing and supply agreement widsénius, our carrying value of INTERCEPT disposdiitls is dependent on an
annually set price. In addition, at the end of egedr, volume driven manufacturing overhead isegiffaid or refunded by or to us if
manufacturing volumes are higher or lower thanathicipated manufacturing volumes at the time ttieegs established. As a result,
manufacturing overhead can fluctuate and requisas wse judgment in accruing the manufacturingloed, which affects the per unit
carrying cost of our finished goods. In additiorg use judgment in determining whether the manufaxgwverhead is a cost of our inventory
and recoverable when product is sold. We use $gmif judgment and evaluate manufacturing variaimemsred during periods of abnormally
low production by considering a variety of factorsluding the reasons for low production volumesjapated future production levels that
correlate to and offset volumes experienced duadmyprmally low production cycles and contractuglieements. We record manufacturing
variances incurred during periods without produtts a component of “Cost of product revenue” ancomdensed consolidated statements ©
operations.

Inventory is recorded at the lower of cost, deteedion a first in, first-out basis, or market valOer platelet and plasma systems’
disposable kits generally have a two-year shadfflibm the date of manufacture.

llluminators and replacement parts do not haveledgd expiration dates. We use significant judgnter@inalyze and determine if the
composition of our inventory is obsolete, slow-nrayior unsalable and frequently review such deteations. Generally, we write-down
specifically identified unusable, obsolete, slowuing, or known unsalable inventory that has noraliive use in the period that it is first
recognized by using a number of factors includiragpct expiration dates, open and unfulfilled osj@nd sales forecasts. Any write-down of
our inventory to net realizable value establishaswa cost basis and will be maintained even ifatertircumstances suggest that the inventory
is recoverable in subsequent periods. Costs assdaidth the write-down of inventory are recordadCost of product revenue” on our
condensed consolidated statements of operationgl$tevrote-down the value of certain unsalablemery related to the products covered
under the warranty claims against Fresenius.

 Accrued expenses—We record accrued liabilities for expenses relatecertain contract research activities and depraknt services,
including those related to clinical trials, predial safety studies and external laboratory stydiesvell as development activities being
performed by third parties. Some of those accrigddllities are based on estimates because bilfmigthese activities may not occur on a
timely basis consistent with the performance ofgbevices. Specifically, accruals for clinical Isisequire us to make estimates surrounding
costs associated with patients at various stag#seddlinical trial, pass through costs to clinisiés, contract research organization costs
including fees, database development, and repoctists, among others.

» Goodwill and intangible assets—In August 2010, we acquired certain assets frooOBie. We accounted for the acquisition as a
business combination in accordance with ASC Tofk, 8usiness Combinations.Ih connection with the acquisition, we used sigaifit
judgment, including, but not limited to, judgmeatsto cash flows, discount rates, and economis,liveidentifying the assets acquired an
determining the fair values to record the purchasests on our consolidated balance sheet. In@udinder ASC Topic 805, we were
required to assess the fair value of the nontrolling interest that we held in BioOne priorthe acquisition. We determined that a conside
amount of the purchase consideration was goodulilich represents value unique to us as the holdeoddwide rights to the INTERCEPT
Blood System. We may be unable to realize the dembwalue of the acquired assets and our assursptiag prove to be incorrect, which may
require us to write-down or impair the value of #tesets if and when facts and circumstances irdacaeed to do so. We perform an
impairment test on our goodwill annually on AugBstof each fiscal year or more frequently if indara of impairment exist. Effective
January 1, 2012, the test for goodwill impairmemtyrbe assessed using qualitative factors to datermhether it is more likely than not that
the fair value of a reporting unit is less than ¢herying amount. If we determine that it is makely than not that the fair value of a reporting
unit is less than the carrying amount, we must fiv@ceed with performing the quantitative two-gpepcess to test goodwill for impairment;
otherwise, goodwill is not considered impaired andurther testing is warranted. We may choosdmepgerform the qualitative assessment to
test goodwill for impairment and proceed directijthie quantitative two-step process; however, we maeert to the qualitative assessment to
test goodwill for impairment in any subsequent @eriThe first step of the two-step process compidueair value of each reporting unit with
the respective carrying amount, including goodwille have determined that we operate in one regputiit and estimate the fair value of our
one reporting unit using the enterprise approadeuwhich we consider our quoted market capitabpaas reported on the Nasdaq Global
Market. We consider quoted market prices that eaélable in active markets to be the best evidaridair value. We also consider other
factors, which include future forecasted resulis,économic environment and overall market comnuitidf the fair value of the reporting unit
exceeds the carrying amount, goodwill of the répgrtinit is not considered impaired and, thereftre,second step of the impairment test is
unnecessary. The second step of the two-step moces
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which is used to measure the amount of impairmess, lcompares the implied fair value of each réppunit’'s goodwill with the respective
carrying amount of that goodwill. If the carryinghaunt of the reporting unit’'s goodwill exceeds ifmplied fair value of that goodwill, an
impairment loss is recognized in an amount equ#idabexcess. On August 31, 2012, we performednoual review of goodwill as described
above and determined that goodwill was not impaiha@tdng the three months ended March 31, 2013. Wearform an impairment test on
our intangible assets by continually monitoringrégeand changes in circumstances that could irelizatying amounts of our intangible as
may not be recoverable. When such events or changagumstances occur, we assess recoverabiliyelbermining whether the carrying
value of such assets will be recovered throughutithscounted expected future cash flows. If theeetged undiscounted future cash flows are
less than the carrying amount of these assetsheverheasure the amount of the impairment loss baséle excess of the carrying amount
over the fair value of the assets. No events ongbsiin circumstances arose during the three memithsd March 31, 2013, which would
require us to test the recoverability of our intiéhgassets.

» Warrants —In August 2009 and November 2010, we issued westanpurchase 2.4 million and 3.7 million sharEsmnmon stock,
respectively. The material terms of the warrantesvigentical under each issuance except for theceeeprice, date issued and expiration date
We classified the warrants as a liability on oun@®nsed consolidated balance sheets as the wartanésn certain material terms which
require us (or our successor) to purchase the ntarfar cash in an amount equal to the value ofittexercised portion of the warrants in
connection with certain change of control transadi In addition, we may also be required to pand¢a a warrant holder under certain
circumstances if we are unable to timely deliver shares acquired upon warrant exercise to suckehol

The fair value of these outstanding warrants isudated using a combination of the Black-Schole#ooppricing model and/or binomial-
lattice option-pricing model and is adjusted acawgty at each reporting period. Option-pricing medequire that we use significant
assumptions and judgment to determine appropmatats to the model. Some of the assumptions thaelyeon include the volatility of our
stock over the life of the warrant, risk-free irgstrrate and the probability of a change of cortioslurring. The binomial-lattice option-pricing
model also considers a certain number of share pnimvements and the probability of each outcomeémaipg.

Changes resulting from the revaluation of warrémtgir value are recorded in “Revaluation of watriability” on the condensed
consolidated statements of operations. Upon theeesesor modification to remove the provisions whiequire the warrants to be treated as a
liability, the fair value of the warrants will becalassified from a liability to stockholders’ equin our condensed consolidated balance sheet:
and no further adjustment to the fair value wowddchimde in subsequent periods.

» Stock-based compensatior-We issue stock-based awards to our employeesambots and members of our Board of Directors, as
strategic, long-term incentives. We also maintairaetive employee stock purchase plan within tharimeg of Section 423(b) of the Internal
Revenue Code. We record stock-based compensatpemss for employee awards in accordance with ASEcT4L8,“Compensation—Stock
Compensation.'We use the Black-Scholes option pricing model teaeine the grant-date fair value of stock-basedrda: The Black-
Scholes option pricing model requires that we sseiiaptions regarding a number of complex and stibgecariables to determine appropri
inputs to the model, which include the expecterhtef the grants, actual and projected employeesiption exercise behaviors, including
forfeitures, our expected stock price volatilityetrisk-free interest rate and expected dividefts.grant-date fair value of stock-based award
is then recognized as stock-based compensatiomsema a straighine basis over the requisite service period, wiiscthe vesting period, a
is adjusted for estimated forfeitures. To the eixtkat stock options contain performance criteviavlesting, stock-based compensation is
recognized once the performance criteria are pielaftbeing achieved. We apply the provisions ofcABopic 505-50;Equity Based
Payment to Nc-Employees’for our stock-based awards issued to non-employéder the provisions, the measurement date athathie fair
value of the stock-based award is measured toebeaHier of (i) the date at which a commitmentgerformance by the grantee to earn the
equity instrument is reached or (ii) the date aichlithe grantee’s performance is complete. We neizegstockbased compensation expense
the fair value of the vested portion of the non-Eype awards in our condensed consolidated statsméoperations.

* Income taxes—Since our inception, we have accumulated significeet operating losses and research and develdprestits that
may be used in future periods to offset future dexancome. We currently estimate that we may moalle to utilize all of our deferred tax
assets. In addition, we may not generate futurall@xincome prior to the expiration of our net @pieig loss carry forwards and research and
development credits. Timing and significance of aafimated future taxable income is highly subyectind is beyond the control of
management due to uncertainties in market conditieconomic environments in which we operate, amthd¢) of regulatory approval of our
products. We do not recognize tax positions thatatchave a greater than 50% likelihood of beirapgmized upon review by a taxing
authority having full knowledge of all relevant éamiation. Use of a valuation allowance is not aprapriate substitute for the derecognitior
a tax position. We recognize accrued interest @mélities related to unrecognized tax benefits inmzome tax expense. To date, we have no
recognized any interest and penalties in our coselbonsolidated statements of operations, norWwavaccrued for or made payments for
interest and penalties. We continue to carry avialliation allowance on all of our deferred taxegssAlthough we believe it more likely than
not that a taxing authority would agree with ourrent tax positions, there can be no assurancettbaax positions we have taken will be
substantiated by a taxing authority if reviewedr @ux years 1998 through 2012 remain subject toninxation by the taxing jurisdictions due
unutilized net operating losses and research sredit

31



Table of Contents

Results of Operations
Three Months Ended March 31, 2013 and 2012

Revenue
Three Months Ended
March 31,
(in thousands, except percentage 2013 2012 Change
Product revenue $9,73: $ 8,691 $1,04: 12%
Government grants and cooperative agreements re' 0 91 (92) (100%
Total revenus $9,73¢ $8,78: $ 951 11%

Product revenue increased by $1.0 million durirgttiree months ended March 31, 2013 compared tintbe months ended March 31,
2012, primarily as a result of higher sales volwheur illuminator devices sold to distributors.€Be sales were predominately generated by
our distributors penetrating markets in Europe,Gh®, and the Middle East not previously utilizithg INTERCEPT Blood System.
Additionally, higher average selling prices for lbaisposable kits as well as illuminator devicestdbuted to the increase in revenue.

We anticipate product revenue for both our platetet plasma systems will continue to increasetuwréuperiods as the INTERCEPT
Blood System gains market acceptance in geograptiese commercialization efforts are underway. fitséorical results may not be
indicative of INTERCEPT Blood System revenue in filtire.

There was no revenue derived from government gandscooperative agreements during the three memithsd March 31, 2013. As of
March 31, 2012 we had exhausted the amounts alailaoler our DoD grant, and do not expect any negdrom government grants and
cooperative agreements for the foreseeable future.

Cost of Product Revenue

Our cost of product revenue consists of the cott@INTERCEPT Blood System inventory sold, royatpayable to Fresenius for
product sales, provisions for obsolete, slow-mowng unsaleable product, certain order fulfillmergts and to the extent applicable, costs fo
idle facilities. Inventory is accounted for on esfiin, first-out basis.

Three Months Ended
March 31,
(in thousands, except percentage 2013 2012 Change

Cost of product revenue $ 5,09( $ 5,51« $(424) (8)%

Cost of product revenue decreased by $0.4 millimngd the three months ended March 31, 2013 condptarthe three months ended
March 31, 2012. This decrease was the result afréble manufacturing variances realized duringltinee months ended March 31, 2013 fron
2012 production compared to unfavorable manufasguvariances realized during the three months edbadh 31, 2012. Also contributing to
the decrease were lower scrap charges taken f@mirteomponents which were determined to be unadsatthe three months ended March 31
2013 when compared to the same period in 2012esudt of non-routine scrap activity during 20hattdid not recur during the three months
ended March 31, 2013. These decreases were paditdet by higher cost from the suppliers of otwgucts. We anticipate our cost of produc
revenue will increase in the future as a resuihofeased product sales.

Our realized gross margins on product sales webe diring the three months ended March 31, 2013ramp 37% during the three
months ended March 31, 2012. Gross margins duhi@ghree months ended March 31, 2013 were favoratggcted as compared to the
comparable period in 2012 as a result of favoratdaufacturing variances and lower scrap chargesalhaoffset by an increase in the
standard cost used.

Changes in our gross margins are affected by vafators, including manufacturing and supply chaists, the mix of product sold, a
the mix of customers to which product is sold. Galig, we offer our distributors tiered volume dismts of varying magnitudes, depending
their purchase commitments. We may encounter uséere manufacturing difficulties which, at a minimumay lead to higher than anticipa
costs, scrap rates, manufacturing overhead vasamrceelays in manufacturing products. Our grosgyina may be impacted in the future
based on all of these criteria.

Research and Development Expent

Our research and development expenses includeesadard related expenses for our scientific persipmon-cash stock based
compensation, payments to consultants, costs fiapreand conduct preclinical and clinical trialgrd-party costs for development activities,
certain regulatory costs, costs associated witHamility related infrastructure, and laboratoryeaficals and supplies.

Three Months Ended
March 31,
(in thousands, except percentage 2013 2012 Change

Research and development $2,70( $ 1,824 $87€ 48%
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Research and development expenses increased $0o@ ihuring the three months ended March 31, 2€dr8ipared to the three months
ended March 31, 2012 due to an increased foculendlinical trials for our red blood cell systendgmursuing FDA approval for the platelet
and plasma systems in the U.S. We anticipate agareh and development spending will continue ¢oeilise over the near term as we expect
to initiate planned Phase lll clinical trials fanrared blood cell system in Europe. In addition,plen to perform certain additionial vitro
studies and clinical development in the United éathich would result in increased research andldpment spending. Subject to our ability
to fund further studies, clinical and regulatorfoefs, we may also perform additional research @eklopment activities in order to pursue
regulatory approval for our products in the Uni&tdtes, including our modular PMA submission for plasma system and a planned modula
PMA submission for our platelet system. In additie may choose to invest in ongoing research amdldpment efforts for our existing
INTERCEPT products, including a full or partial esign of the INTERCEPT illuminator. Due to the indr@ uncertainties and risks associatet
with developing biomedical products, including, bot limited to, intense and changing governmegtik&ion, uncertainty of future preclinic
studies and clinical trial results and uncertamggociated with manufacturing, it is not possiblestasonably estimate the costs to complete
these research and development projects. We fanenous risks and uncertainties associated witlsdlceessful completion of our research
and development projects; which is discussed ithéurdetail under “ltem 1A Risk Factors' in Part 1l of this Quarterly Report on Form 10-Q.

Selling, General, and Administrative Expens

Selling, general, and administrative expenses deckalaries and related expenses for administraév@nnel, non-cash stock based
compensation, expenses for our commercializatifortsfin a number of countries around the worldudig certain countries in Europe, the
CIS and the Middle East, expenses for accountig,and internal control, legal and facility anérastructure related expenses, and insuranc
premiums.

Three Months Ended
March 31,
(in thousands, except percentage 2013 2012 Change

Selling, general and administrative $ 6,85 $5,96¢  $887 15%

Selling, general, and administrative expenses asaé by $0.9 million during the three months erddadch 31, 2013 compared to the
three months ended March 31, 2012 primarily duaed¢meased spending related to general corporatécssy including legal fees, and higher
stock-based compensation charges, and to a legset,ehigher workforce costs.

We anticipate that selling, general and administeagxpenses may increase over time, as we expand.8. commercial buildout and
engage in preparatory marketing activities in ttekats where we currently sell our products and@gpotentially expand commercialization
efforts into new geographies.

Amortization of Intangible Asset

Amortization of intangible assets relates to arig@to commercialize the INTERCEPT Blood Systereirtain Asian countries in
connection with our acquisition of certain assedsf BioOne. The BioOne transaction was accounted$a business combination under ASC
Topic 805,"Business Combination,Which assigned a fair value of $2.0 million to th&angible assets in August 2010. These intangibfets
are being amortized over an estimated useful fiteroyears and will be reviewed for impairmenfacts and circumstances arise.

Three Months Ended
March 31,
(in thousands, except percentage 2013 2012 Change

Amortization of intangible assets $ 50 $ 50 $0 0%

Amortization of intangible assets remained flatidgithe three months ended March 31, 2013 compartte three months ended
March 30, 2012.

Non-Operating Expense, net

Non-operating expense, net consists of mark-to-eta#fjustments related to the calculated fair vafugur outstanding warrants, foreign
exchange gain (loss), interest charges incurreglomebt, interest earned from our short-term itmest portfolio, (included in Other income,
net) and other non-operating gains and losses.

Three Months Ended

March 31,
(in thousands, except percentage 2013 2012 Change
Loss from revaluation of warrant liability $(5,07) $(4.46)) $ (612) 14%
Foreign exchange gain (los (54 371 (425) (115)%
Interest expens (131) (139 8 (6)%
Other income, ne 17 2 15 75(%
Total nor-operating expense, n $(5,24)  $(4,227) $(1,019 24%
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Warrant liability

In August 2009 and November 2010, we issued wagtanpurchase an aggregate of 2.4 million and 3llibmshares of common stock,
respectively, in connection with offerings of ownemon stock. The fair value of these outstandingawds, which uses the Black-Scholes
model and/or binomial-lattice option-pricing modslclassified as a liability on the condensed otidated balance sheets and is adjusted at
each subsequent reporting period, until such tmadristruments are exercised or otherwise modieémove the provisions which require
this treatment. Upon the exercise or modificatmmemove the provisions which require the warrémtse treated as a liability, the fair value of
the warrants will be reclassified from liabilitiess stockholders’ equity and no further adjustmerthie fair value would be made in subsequent
periods. Further changes in stock price will resullimilar adjustment as needed.

Loss from revaluation of warrant liability increasiey $0.6 million during the three months ended die81, 2013 compared to the three
months ended March 31, 2012 primarily due to thengle in our underlying stock price, as compareti¢cstrike price of the warrants, parti
offset by a reduction in the remaining term of Wearant.

Foreign exchange gain (loss)

Foreign exchange gain (loss) declined by $0.4 omltluring the three months ended March 31, 2013eo0ed to the three months ended
March 31, 2012, which was primarily attributableuttfavorable foreign currency variations over tivae period between the Euro and U.S.
dollar, our functional currency.

Interest expense
Interest expense was relatively consistent dutiegttiree months ended March 31, 2013 and 2012.

Other income, net
Other income, net was relatively consistent dutihmgthree months ended March 31, 2013 and 2012.

We expect to earn interest income at market ratpsdportion to the marketable securities balamezsnaintain. We generally hold such
investments until such time as we liquidate therm&et an operating cash need. Interest paid omeestment portfolio may decrease and the
value of certain securities we hold may declineicltould negatively affect our financial conditjarash flow and reported earnings.

Provision for Income Taxes

For the three months ended March 31, 2013 and 2B&%yrovision for income taxes primarily consist® provision for foreign taxes. In
the three months ended March 31, 2013 and 2012eeeeded a provision for income taxes of $0.05iatilland $0.03 million, respectively,
representing effective tax rates of 0.5% and 0.#%pectively. Due to our history of cumulative agem losses, management concludes that,
after considering all the available objective ewicke it is not likely that all our net deferred &ssets will be realized. Accordingly, all of our
U.S. deferred tax assets continue to be subjextaduation allowance as of March 31, 2013.

As of March 31, 2013, there have been no matehiahges to our total amount of unrecognized taxfitene

Liquidity and Capital Resources

At March 31, 2013, we had cash and cash equivat#r$69.2 million. Our cash equivalents primariynsist of money market
instruments, and are classified for accounting pseg as available-for-sale.

Operating Activities

Net cash used in operating activities was $8.4ionilfor the three months ended March 31, 2013 coetptn $3.9 million during the
three months ended March 31, 2012. The increasetinash used in operating activities was primaelgted to the decrease in accounts
payable during the three months ended March 313 28lative to the same period in 2012 and to selesstent an increase in accounts
receivable. Those changes were partially offsed lywer rate of inventory build during the threentis ended March 31, 2013 compared to
the same period in 2012.

Investing Activities
Net cash provided by investing activities was redy consistent during both the three months endadch 31, 2013 and 2012.

Financing Activities

Net cash provided by financing activities during three months ended March 31, 2013 was $50.8mitlompared to $9.7 during the
three months ended March 31, 2012. The increafieancing activities was primarily due to proceeeseived from our underwritten common
stock offering which generated $38.0 million (né$t.8 million in underwriter’s discount and 0.5loin in offering costs) and an additional
$13.0 million received from sales of our commorcktofferings pursuant to the Cantor Agreement,aifflightly by repayment of debt
principal.
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Working Capital

Working capital increased to $59.8 million at MaBh 2013, from $18.4 million at December 31, 2Qd#arily due to higher balances
in cash and investments, which were substantiaiwdd from net cash proceeds received from theeafabur common stock pursuant to the
underwritten public offering and the sales of commstock under our Agreement with Cantor and paytiaffset by cash used for our
operations. Working capital was also impacted leydases in our accounts receivables due to tinfieggh collection from our customers,
decreases in the combined total for our accountalpa and accrued liabilities balance as a re$uhetiming of payments to our vendors,
increases in inventory levels in order to be ablfuffill anticipated future customer demand for puoducts coupled with the management of
our supply chain, and an increase in our non-dasility for warrants.

Capital Requirements

Our near-term capital requirements are dependemanous factors, including operating costs andkivigy capital investments associated
with commercializing the INTERCEPT Blood Systemstsoassociated with the modular PMA submissiongsedor the plasma system, costs
associated with a potential modular PMA submiséiorihe platelet system, costs associated withydogspotential regulatory approvals in
other geographies where we do not currently selptatelet and plasma systems, costs associatbdolaihning and conductirig vitro studies
and clinical development of our red blood cell systn Europe and the United States, and cost®tktatcreating, maintaining and defending
our intellectual property. Our long-term capitajju@ements will also be dependent on the succesardgales efforts, competitive
developments, the timing, costs and magnitude ofanger-term clinical trial and other developmantivities related to our platelet, plasma
and red blood cell systems, market preparednespraddict launch activities for any of our productgeographies where we do not currently
sell our products, and regulatory factors. Untilave able to generate a sufficient amount of prockwenue and generate positive net cash
flows from operations, meeting our long-term cdpiguirements is in large part subject to accegsiblic and private equity and debt capital
markets, as well as to additional collaborativaagements with partners or government grants, angpuidoy cash generated from operations
and interest income earned on the investment ofasin balances and shtetm investments. We believe that cash received frooduct sale:
our available cash balances and access to detitenvdlfficient to meet our capital requirementsafioleast the next twelve months. If our
assumptions prove to be incorrect, we could consmumevailable capital resources sooner than wesntly expect.

We have borrowed and in the future may borrow &t capital from institutional and commercial kany sources to fund future
growth outside of our credit agreement with ConseBank, which is described below, on terms that melpde restrictive covenants, which
may comprise of covenants that restrict the opamadf our business, liens on assets, high effeatitezest rates and repayment provisions that
reduce cash resources and limit future accesgiitataarkets. To the extent we raise additiongiteh by issuing equity securities, our
stockholders may experience substantial dilutiantie extent that we raise additional funds throcgjlaboration or partnering arrangements,
we may be required to relinquish some of our rightsur technologies or rights to market and setlgroducts in certain geographies, or grant
licenses on terms that are not favorable to us.di$reptions to the global credit and financial keds and general economic uncertainty has
generally made equity and debt financing morediffito obtain and the terms less favorable toctirapanies seeking to raise financing. As a
result of economic conditions and general globahemic uncertainty and other factors, we do nowvkmthether additional capital will be
available when needed, or that, if available, wilva able to obtain additional capital on reasdeakrms. If we are unable to raise additional
capital due to disruptions to the global credit &indncial markets and general economic uncertaniyther factors, we may need to curtail
planned development or commercialization activitinsaddition, we will need to obtain additionahfis to complete development activities for
the red blood cell system necessary for potergiglilatory approval in Europe. We do not plan ordating any additional Phase 111 clinical
trials of the red blood cell, platelet or plasmateyns in the United States unless and until weob#ain sufficient additional funding or, at such
time, our existing operations provide sufficiensicdlow to conduct these trials.

Other Information

Historically, we have received significant awandgunding under cooperative agreements with the Bwhe INTERCEPT Blood
System. Any such funding is subject to the auttadian of funds and approval of our research plangdsious organizations within the federal
government, including the United States CongressofAMarch 31, 2012, we had exhausted the remaanmagability under the August 2011
DoD grant. The general economic environment, calipligh tight federal budgets, has led to a gengealine in the amount available for
government funding and we do not expect any revémume government grants and cooperative agreenfientbe foreseeable future, if at all.

We entered into the MLV Agreement in June 201Jgraended in January 2012 and August 2012, whichigeevfor the issuance and
sale of shares of our common stock over the tertheMLV Agreement having an aggregate offeringgof up to $20.0 million from time to
time through MLV as our sales agent. We also edtar® the Cantor Agreement in August 2012 with ©athat provides for the issuance anc
sale of shares of our common stock over the tertheantor Agreement having an aggregate offgriige of up to $30.0 million through
Cantor as our sales agent. Future issuances axlafahares of common stock by us under the MLYeAment and Cantor Agreement, or the
Sales Agreements, are subject to the continuedtafémess of our shelf registration statement reteto below. Sales of our common stock
through MLV and Cantor will be made on the Nasddmp@l Market by means of ordinary brokers’ trangatg at market prices, in block
transactions or as otherwise agreed by us and Ml®amtor, as applicable. Subject to the terms and
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conditions of the MLV Agreement and Cantor Agreetn&tiV and Cantor will use commercially reasonaéfforts to sell our common stock
from time to time, based upon our instructionsl(iding any price, time or size limits or other @mBry parameters or conditions we may
impose). We are not obligated to make any salesmimon stock under the Sales Agreements.

The offering of common stock pursuant to each Satgsement will terminate upon the earlier of (1@ sale of all common stock subj
to the applicable Sales Agreement and (2) terndnadf that Sales Agreement. Each Sales Agreemepbm&erminated by MLV or Cantor, as
applicable, or us at any time upon 10 days notiddé other party, or by MLV or Cantor, as appliealat any time in certain circumstances,
including our undergoing a material adverse chaWégepay MLV an aggregate commission rate equattm8the gross proceeds of the sales
price per share of any common stock sold throughvMhder the MLV Agreement, and we pay Cantor 2%hefgross proceeds of the sales
price per share of any common stock sold througft@ainder the Cantor Agreement. During the twayeaded December 31, 2012, we sol
an aggregate of approximately 8.0 million additistares of our common stock under the MLV Agreenagil the Cantor Agreement for
aggregate net proceeds of $23.5 million. Duringtbiiee months ended March 31, 2013, we sold apmetely 3.8 million shares under the
Cantor Agreement for aggregate net proceeds oD$h8lion. At March 31, 2013, we had less than $@illion and approximately $12.5
million of common stock available to be sold untter MLV Agreement and Cantor Agreement, respedctj\@lbject to the continued
effectiveness of our shelf registration statemeferred to below.

In December 2011, we filed a shelf registrationesteent on Form S-3 to offer and sell up to $150l0an of common stock, preferred
stock, warrants, and/or debt securities, less ats@old under the Sales Agreements following tifecéfeness of the shelf registration
statement and in the March 2013 underwritten affgrirhe registration statement was declared effeai January 2012 and expires in Jant
2015.

Commitments and Off-Balance Sheet Arrangements
Off-balance sheet arrangements
We did not have any off-balance sheet arrangenzant March 31, 2013.

Contractual Commitments
The following summarizes our contractual commitrseattMarch 31, 2013 (in thousands):

Less thar
Total 1 year 1- 3 year: 4 -5 years After 5 years
Minimum purchase requirements $ 6,22( $ 5,66¢ $ 552 $ 0 $ 0
Operating lease 1,92 87¢ 1,01¢ 32 0
Other commitment 1,067 254 287 287 23¢
Debt® 7,591 2,04( 5,551 0 0
Total contractual obligatior $16,81: $ 8,841 $ 7,412 $ 3i1¢ $ 23¢

(1) In April 2013, we repaid one of our loans wilbmerica Bank. The early payment of the loan inetudll associated accrued interest as
well as a scheduled final payment fee, in an aggeegmount of $4.2 millior

Minimum purchase requirements

Our minimum purchase commitments include certampanents of our INTERCEPT Blood System which wechase from third party
manufacturers and supply to Fresenius at no cosisiin manufacturing finished INTERCEPT disposails.

Operating leases

We generally lease our office facilities and cer@guipment under notancelable operating leases with initial termsxcess of one ye
that require us to pay operating costs, propexggainsurance and maintenance. Our facility legsesrally contain renewal options and
provisions adjusting the lease payments if thosewal options are exercised. Our lease paymentsihareased as we exercised a ten year
extension option on December 10, 2009 to extendetime of our Concord California lease and exercaéigle year extension option in January
2012 to extend the term of our Amersfoort, The Md#nds lease for an additional five years follayvihe original lease expiration of January
2013. However, we have the right to early termiratth our Concord California lease and our Amendfaihe Netherlands lease, which may
occur as early as January 2015 and February 284gectively. Our facility leases qualify as opergtieases under ASC Topic 84Deases”
and as such, are not included on our condensealideted balance sheets.
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Other commitments

Our other commitments primarily consist of obligats for landlord financed leasehold improvementscivare in addition to the
operating leases we have for office and laboragpace. We pay for the financed leasehold improvésreesa component of rent and are
required to reimburse our landlords over the reigilife of the respective leases. If we exercigeright to early terminate the Concord
California lease, which may occur as early as Jgn2@l5, we would be required to pay for any rermajrportion of the landlord financed
leasehold improvements at such time. At March 8132we had an outstanding liability of $0.8 mitlicelated to these leasehold
improvements.

Debt

The Amended Credit Agreement with Comerica Bankvioles for an aggregate borrowing of up to $12.0iom) comprised of a growth
capital loan of $5.0 million, or Growth Capital Lrgaand a formula based revolving line of creditROC, of up to $7.0 million. We pledged
all current and future assets, excluding our iatgllal property and 35% of our investment in odos@diary, Cerus Europe B.V., as security for
borrowings under the Amended Credit Agreement.

Concurrent with the execution of the original lGard security agreement in September 2011, we bed@®8.0 million under the Growth
Capital Loan, substantially all of which was useddpay our prior debt with Oxford, with the renden used for general corporate purposes.
The Growth Capital Loan, which was scheduled toungabn September 30, 2015, bore a fixed interéstaia6.37%, with interest—only
payments due for the first twelve months, folloviiydequal principal and interest payments for theai@ing 36 months. In April 2013, we
repaid in full the Growth Capital Loan balance afidaccrued interest, as well as a scheduled fiaginent, in an aggregate amount of $4.2
million. We have no further obligations under theo@th Capital Loan.

In September 2011, we incurred a commitment fe&46f000 and loan fees of $50,000, which were rembas a discount to our Growth
Capital Loan and were being amortized as a comparfénterest expense using the effective intemesthod over the term of the Growth
Capital Loan (discount was based on an implied@sterate of 7.07%). We were also required to neafieal payment fee of 1% of the
amounts drawn under the Growth Capital Loan duepmm our prepayment of the Growth Capital Loan. fiiln@ payment fee was being
accreted to interest expense using the effectieezant method over the life of the Growth Capitahh upon draw and the remaining unacre
balance of the final payment fee and the unamattiigcount will be taken as an interest chargepnl/2013.

The Amended Credit Agreement also provides for ®Rlof up to $7.0 million, or the RLOC Loan Amouihe amount available under
the RLOC is limited to the lesser of (i) 80% ofg#hle trade receivables or (ii) the RLOC Loan Ambukt March 31, 2013, and December 31,
2012, we had $2.8 million and $3.2 million, respealy, outstanding under the RLOC. We are requicerepay the principal drawn from the
RLOC at the end of the RLOC term on June 30, 26d.éarlier if a portion or all of the outstanding®C exceeds the amount available under
the RLOC. The RLOC bears a floating rate basederender’s prime rate plus 1.50%, with interesty-@ayments due each month. At both
March 31, 2013, and December 31, 2012, the floatitegy of the RLOC was at 4.75%. In September 2@&lincurred a commitment fee of
$20,000. Upon amendment of the loan and securigeagent in June 2012, we incurred another annumihgonent fee of $20,000 and
received a credit for the unused portion of theahfee. We will incur a $20,000 commitment feeeath annual anniversary beginning June
2013.

We are required to maintain compliance with certaistomary and routine financial covenants undemended Credit Agreement,
including maintaining a minimum cash balance o6%8illion at Comerica and achieving minimum revetewels, which are measured
monthly based on a six-month trailing basis andtrbast least 75% of the pre-established futur@pted revenues for the trailing six-month
period. Non-compliance with the covenants couldltgn the principal of the note becoming due aagigble. As of March 31, 2013, we were
in compliance with the financial covenants as eghfin the Amended Credit Agreement.
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Financial Instruments

Our investment policy is to manage our marketabtrigties portfolio to preserve principal and lidity while maximizing the return on
the investment portfolio to assist us in funding operations. We did not have any unrealized gafroth March 31, 2013 and December 31,
2012. We currently invest our cash and cash eqeivglin money market funds and interest-bearinguats with financial institutions. Our
money market funds are classified as Level 1 irfdirevalue hierarchy, for which quoted prices available in active markets, as the maturity
of money market funds are relatively short andddieying amount is a reasonable estimate of fdirevaHistorically, our available-for-sale
securities related to United States government@gsnvere classified as Level 2 in the fair valigrdrchy, which uses observable inputs to
guoted market prices, benchmark yields, reportedets, broker/dealer quotes or alternative pricongces with reasonable levels of price
transparency. We maintain portfolio liquidity byseming that the securities have active secondargsale markets. We did not record any
other-than-temporary impairment losses during lineet months ended March 31, 2013 and 2012. Adggosal economic conditions,
including the sovereign debt crisis in Europe, hlaad, and may continue to have, a negative impath® market values of potential
investments.

New Accounting Pronouncements

There have been no new accounting pronouncemenisdgiuring the three months ending March 31, 204t3are of significance, or
potential significance, to us. Any recent accoumfinonouncement that are of significance, or paésignificance, to us are set forth in our
Annual Report on Form 10-K for the year ended Ddmamn31, 2012, filed with the SEC on March 12, 2Q&r8jer Note 2 in the Notes to
Consolidated Financial Statements.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

During the three months ended March 31, 2013, tvere no material changes to our market risk d&ales as set forth under, “ltem 7A
— Quantitative and Qualitative Disclosures About MatrRisk,” in Part 1l of our Annual Report on Form 10-K fitre year ended December 31,
2012.

ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedur®@sir principal executive officer and principal fir@al officer are responsible for
establishing and maintaining “disclosure contraid procedures” (as defined in Rules 13a-15(e) &ud1b(e), promulgated under the
Securities Exchange Act of 1934, as amended) focompany. Based on their evaluation of our disalesontrols and procedures as of the
end of the period covered by this Quarterly ReparForm 10-Q, our principal executive officer amthpipal financial officer have concluded
that our disclosure controls and procedures wdeetdfe as of March 31, 2013.

Changes in Internal Control over Financial Repodihere were no changes in our internal control dwancial reporting that occurrt
during our fiscal quarter ended March 31, 2013 ieate materially affected, or are reasonably likelyaterially affect, our internal control
over financial reporting.

Limitations on the Effectiveness of Contréiscontrol system, no matter how well conceived apdrated, can provide only reasonable,
not absolute, assurance that the objectives afdht&rol system are met. Because of the inhereritdiions in all control systems, no evaluation
of controls can provide absolute assurance thabalirol issues, if any, within a company have béetected. Accordingly, our disclosure
controls and procedures are designed to providmnadle assurance, not absolute assurance, thattjhaives of our disclosure control sys
are met and, as set forth above, our chief exeeuwdificer and chief financial officer have conclddéhat based on their evaluation as of the
of the period covered by this Quarterly Report om#10-Q, that our disclosure controls and procesiwere effective to provide reasonable
assurance that the objective of our disclosurerobsystem were met.

PART II: OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
None.

ITEM 1A. RISK FACTORS
Risk Factors

Our business faces significant risks. If any ofdkients or circumstances described in the followisigs actually occurs, our business
may suffer, the trading price of our common stamki¢ decline and our financial condition or resultoperations could be harmed. These
risks should be read in conjunction with the otimformation set forth in this report. The risks amocertainties described below are not the
only ones facing us. There may be additional riaked by our business. Other events that we deuroéntly anticipate or that we currently
deem immaterial also may adversely affect our fif@rcondition or results of operations.

The INTERCEPT Blood System may not achieve broadrked adoption.

In order to increase market adoption of the INTERCTHBIlood System, we must address issues and canftem broad constituencies
involved in the healthcare system, from blood cente patients, transfusing physicians, key opitéaters, hospitals, private and public se
payors, regulatory bodies and public health autiestiWWe may be unable to demonstrate to thesditt@ries that the INTERCEPT Blood
System is safe, effective and economical or thabtmefits of using the INTERCEPT Blood System potsl justify their cost and outweigh
their risks.

The use of the platelet system results in someggsicg loss of platelets. If the loss of platelessls to increased costs for our customers
our customers or prospective customers believethiedbss of platelets reduces the efficacy ofttaesfusion unit, or our process requires
changes in blood center or clinical regimens, peosipe customers may not adopt our platelet sys@emain studies have indicated that
transfusion of conventionally prepared platelety yiald higher post-transfusion platelet counts(ading to a measurement called “correctec
count increment”) and may be more effective thangfusion of INTERCEPT-treated platelets. Althoeghtain studies demonstrate that
INTERCEPT-treated platelets retain therapeutic fionccomparable to conventional platelets, custemeay choose not to adopt our platelet
system due to considerations relating to correcteoht increment or efficacy.

The INTERCEPT Blood System does not inactivat&mdiwn pathogens, and the inability of the INTERCHER@0d System to inactivate
certain pathogens may limit its market adoptior. &ample, our products have not been demonsttated effective in the inactivation of
certain non-lipid-enveloped viruses, including héfsaA virus, due to these viruses’ biology. Ind#tbn, our products have
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not demonstrated a high level of inactivation fanfan parvovirus B-19, which is also a non-lipid-eloyped virus. Although we have shown
high levels of inactivation of a broad spectrunipifi-enveloped viruses, some customers may choosto adopt our products based on
considerations concerning inability to inactivaie]imited inactivation, of certain non-lipid-enegled viruses. Similarly, although our products
have been demonstrated to effectively inactivatgesiorming bacteria, our products have not shawinet effective in inactivating bacterial
spores once formed. In addition, our products damaxtivate prions since prions do not containl@igcacid. While transmission of prions has
not been a major problem in blood transfusions,wadre not aware of any competing products thadtivate prions, the inability to inactive
prions may limit market adoption of our productarthermore, due to limitations of detective tests,cannot exclude that a sufficient quantity
of pathogen or pathogens may still be presenttineatorm which could present a risk of infectianthe transfused patient. Such uncertainty
may limit the market adoption of our products.

We have conducted studies of our products in botlitro andin vivoenvironments using well-established tests thatacepted by
regulatory bodies. When am vitro test was not generally available or not well-esshigld, we conductdd vivo studies in mammalian models
to predict human responses. Although we have repreto believe that tha vitro andin vivostudies are not predictive of actual results in
humans, we cannot be certain that the resultseskth vitro andin vivo studies accurately predict the actual results mdms in all cases. To
the extent that actual results in human patierifsrdifrom the results of oun vitro or in vivotesting, market acceptance of our products m:
negatively impacted.

If customers experience operational or technicablems with the use of INTERCEPT Blood System potsiumarket acceptance may
reduced. For example, if adverse events arise fincomplete inactivation of pathogens, improper pssing or user error, or if testing of
INTERCEPT-treated blood samples fails to relialpfirm pathogen inactivation, whether or not dilgetttributable to the INTERCEPT
Blood System, customers may refrain from purcha#fiegoroducts. In addition, there is a risk thattfer studies we or others may conduct"
show results inconsistent with previous studieauBhthis happen, potential customers may delashopse not to adopt our products and
existing customers may cease use of our products.

Market adoption of our products is affected by bl@enter budgets and the availability of reimbursenirom governments, managed
care payors, such as insurance companies, orthihgtparties. In many cases, due to the struaifitbe blood products industry, we have little
control over budget and reimbursement discussiwhi&h generally occur between blood centers anidmator regional ministries of health
and private payors. Even if a particular blood eerg prepared to adopt the INTERCEPT Blood Systagir hospital customers may not
accept or may not have the budget to purchase INCEHR -treated blood products. Since blood centerddvikely not eliminate the practice
of screening donors or testing blood for pathogmim to transfusion, even after implementing oroducts, some blood centers may not be
able to identify enough cost offsets to afford twghase our products. Budgetary concerns may higefuexacerbated by the economic aust
programs implemented in European countries, whiak hmit the adoption of new technologies, inclugliour products. Furthermore, it is
difficult to predict the reimbursement status ofvheapproved, novel medical device products.

For countries that do not recognize the CE Markeaisg adequate for commercializing the INTERCEPdd8I System in those countri
product adoption may be negatively affected becauesdo not have FDA approval for any of our produ&ven within countries that do
recognize the CE Mark, the lack of widespread pevddoption in key European countries has and malyd future be adversely affecting,
market adoption of the INTERCEPT Blood System.

The market for the INTERCEPT Blood System is higtdyicentrated with few customers, including ofteméhant regional or national
blood collection entities. Even if our productseie regulatory approval and reimbursement is ats&gl failure to effectively market, promc
distribute, price or sell our products to any afgl large customers could significantly delay @nediminish potential product revenue in thos
geographies. The market for pathogen inactivatjstesns in the United States is highly concentratedidominated by a small number of
blood collection organizations. In many countrie$\festern Europe and in Japan, various nationaldhi@ansfusion services or Red Cross
organizations collect, store and distribute vidyall of their respective nations’ blood and blommmponents supply. In Europe, the largest
markets for our products are in Germany, Francg Eargland. In Germany, decisions on product adagitd subsequent reimbursement are
made on a regional or even blood centeblped center basis, but depend on both local agsa@nd centralized regulatory approvals from
Paul Ehrlich Institute, or PEI. Product charactarssrelating to platelet dose of INTERCEPT-treghéatelets that have received marketing
authorization from the PEI may be incompatible withrket requirements. Some potential customersanajt further safety information or
additional studies before choosing whether to adapproducts, and may conduct and complete their dinical trials before adopting our
products. While INTERCEPT-treated platelets andipla have received in-country regulatory approvedlr@imbursement rates have been
established in France, adoption throughout Fraasebleen limited to certain blood centers. Decisamproduct adoption in England are
centralized with the National Blood Service anduméerstand that the National Blood Service hasempgited bacterial detection testing for
platelets before considering pathogen inactivafidre Japanese Red Cross controls a significantrityagd blood transfusions in Japan and
exerts a high degree of influence on the adoptimhuse of blood safety measures in Japan. The depdted Cross has been reviewing
preclinical and clinical data on pathogen inactaaof blood over a number of years and has yetd&e a formal determination to adopt any
pathogen inactivation approach. We also understaatdhe Japanese Red Cross has begun formal #ealofa competing technology. Beft
the Japanese Red Cross considers our productg)deestand that we may need to commit to makingaceproduct configuration changes in
order to allow the INTERCEPT Blood System to intggrwith the collection platforms of the Japanesd Rross, which may be
technologically or economically infeasible for wsdo.
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We expect to continue to generate losses.

We may never achieve a profitable level of operati®ur development and selling, general and adindttive expenses have resulted in
substantial losses since our inception. The plateld plasma systems are not approved in the USiiates or in many other countries around
the world. The red blood cell system is in theickhdevelopment stage and may never emerge frerolthical development stage as a
marketed product. We may be required to reducsdtes price for our products in order to make gadpcts economically attractive to our
customers and to governmental and private paydrighamay reduce or altogether eliminate our graefitpon sales. At our present and
expected near-term sales levels of the platelepéasina systems, our costs to manufacture, distilmarket, sell, support and administer the
systems are and are expected to continue to beess of revenue. Contribution from product saasiikely to exceed the costs we incur in
research, development and commercialization of NH&ERCEPT Blood System in the near-term. We expectiosses to continue at least until
we are able to gain widespread commercial adoptiich may never occur. We expect to incur addélorsearch development costs
associated with the modular PMA application subimisprocess for the plasma system, the potentiaulao PMA submission for the platelet
system, pursuing potential regulatory approvalstiver geographies where we do not currently selptatelet and plasma systems, and with
planning and conductinig vitro studies and clinical development of our red bloelll €ystem in Europe and the United States, whastsc
could be substantial and could extend the perigthgwvhich we expect to operate at a loss.

In certain countries, governments have issued atiguk relating to the pricing and profitability miedical products and medical product
companies. Health care reform in the United Sthasessalso placed downward pressure on the pricimgeafical products and has introduced
new taxation on medical devices which could furtihgpact our profit margins if we were to gain FDppaoval to begin selling our products in
the United States. Should we receive FDA appravalegin selling our products in the United Statesently passed legislation surrounding
health care reform may impose a 2.3% excise tak@sale of our products, regardless of our praffits. This excise tax could reduce any
potential operating profits or require us to passhe costs to our customers.

Adverse market and economic conditions may exacestizertain risks affecting our busines

Sales of our products are dependent on purchasicigidns and/or reimbursement from government healtinistration authorities,
distribution partners and other organizations. Assalt of adverse conditions affecting the glalsanomies and credit and financial markets,
including the current sovereign debt crisis in @@rcountries in Europe and disruptions due tatipali instability or otherwise, these
organizations may defer purchases, may be unalsiatigfy their reimbursement obligations, or malag@ayment for the INTERCEPT Blood
System. In addition, there are concerns for thealvstability and suitability of the Euro as agl® currency given the economic and political
challenges facing individual Eurozone countriesni@ming deterioration in the creditworthiness afr&zone countries, the withdrawal of one
or more member countries from the European Unioth@failure of the Euro as a common Europeareoay or an otherwise diminished
value of the Euro could materially and adversefgafour reported product revenue.

Our products, blood products treated with the INTERPT Blood System and we are subject to extensaégaulation by domestic and foreic
authorities. If our preclinical and clinical data ee not considered sufficient by a country’s regutay authorities to grant marketing
approval, we will be unable to commercialize ouopucts and generate revenue in that country. Ouvéstigational red blood cell system
requires extensive additional testing and developine

Our products, both those sold commercially andehosler development, are subject to extensiveigndous regulation by local, state
and federal regulatory authorities in the Unitedt& and by foreign regulatory bodies. These réignkare wide-ranging and govern, among
other things:

* development

e testing;

e manufacturing
» labeling;

» storage

» pre-market clearance or approv
» sales and distributiol

* use standards and documentat
e pos-launch surveillance

e quality;

» advertising and promotion; ai

* reimbursement
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Our products must satisfy rigorous standards aftgafnd efficacy and we must adhere to qualitydseas regarding manufacturing and
customer-facing business processes before the FidAnéernational regulatory authorities can apprtnsn for commercial use. For our
product candidates, we must provide the FDA aretivational regulatory authorities with preclinicélinical and manufacturing data
demonstrating that our products are safe, effeandin compliance with government regulations efbe products can be approved for
commercial sale. The process of obtaining FDA ahérorequired regulatory approvals is expensivegetmin and typically takes a number of
years. We may continue to encounter significaryiebr excessive costs in our efforts to securegsacy approvals or licenses, or we may
be successful at all.

Clinical and Preclinical

Clinical trials are particularly expensive and havieigh risk of failure. Any of our product candida may fail in the testing phase or may
not achieve results sufficient to attain marketegtance, which could prevent us from achievingifability. We do not know whether we will
begin and conduct planned clinical trials on schedtiat all. Clinical trials can be delayed fovariety of reasons, including delays in
obtaining regulatory approval to commence a stddiays in reaching agreement on acceptable clistoaly agreement terms with prospective
clinical sites, delays in obtaining institutionalview board, ministry of health or ethical comnetgpproval to conduct a study at a prospective
clinical site, delays in recruiting subjects totapate in a study, and delays in the conduchefdlinical trial by personnel at the clinical site
Each of these factors has adversely impacted dlitiydb initiate our planned European Phase liklg of the red blood cell system. Significant
delays in clinical testing could materially impacir clinical trials. Criteria for regulatory appn blood safety indications are evolving,
reflecting competitive advances in the standardaoé against which new product candidates are flidggewell as changing market needs and
reimbursement levels. Clinical trial design, inéhglenrollment criteria, endpoints and anticipaggzel claims are thus subject to change, evel
if original objectives are being met. As a reswi, do not know whether any clinical trial will résinm marketable products. Typically, there i
high rate of failure for product candidates in firecal studies and clinical trials and productsezging from any successful trial may not react
the market for several years.

Enroliment criteria for certain of our clinicalais may be quite narrow, further delaying the chihirial process. For instance, clinical
trials previously conducted using INTERCEPT-tregtéasma for patients with thrombotic thrombocytapgyurpura lasted approximately four
years due in part to the difficulties associatethwhnrolling qualified patients. Consequently, waynbe unable to recruit suitable patients
clinical trials on a timely basis, if at all. Wergeot rely on interim results of trials to prediceir final results, and acceptable results in early
trials might not be repeated in later trials. Arigltmay fail to produce results satisfactory te #DA or foreign regulatory authorities. In
addition, preclinical and clinical data can be ipteted in different ways, which could delay, limitprevent regulatory approval. Negative or
inconclusive results from a preclinical study anidal trial, or adverse medical events duringigaicél trial could cause a preclinical study or
clinical trial to be repeated, require other stadiebe performed or cause a program to be terednawven if other studies or trials relating to a
program are successful.

We have conducted many toxicology studies to detnatesthe safety of the platelet and plasma systantswe have conducted and g
to conduct toxicology studies for the red blood sgstem throughout the product development prodetsany time, the FDA and other
regulatory authorities may require further toxiaplor other studies to further demonstrate our petsl safety, which could delay
commercialization. In addition, the FDA or foreigggulatory authorities may alter guidance at ametas to what constitutes acceptable
clinical trial endpoints or trial design, which magcessitate a redesign of our product or propolsaidal trials and cause us to incur substa
additional expense or time in attempting to gagutatory approval. We believe the FDA and otheutamry authorities are likely to weigh t
potential risks of using our pathogen inactivagwaducts against the incremental benefits, whick beadifficult or impossible to quantify.

If one of our product candidates receives apprioratommercial sale in the United States, the FDdymequire post-marketing clinical
studies, which can involve significant expense. &ample, although the FDA has indicated that mspective Phase Il clinical trials are
required at this time in order to submit a propdsa modular PMA submission for the platelet eystthe FDA has indicated that we will
need to commit to post-marketing studies. Otheunleggry authorities outside of the United Statey mlao require such postarketing studie:
Governments or regulatory authorities may impose regulations or other changes or we may discdwarwe are subject to additional
regulations that could further delay or precludgutatory approval and subsequent adoption of oteriial products. We cannot predict the
adoption, implementation or impact of adverse goremtal regulation that might arise from futureiségive or administrative action.

Outside the United States, regulations vary by tgumcluding the requirements for regulatory andrketing approvals or clearance,
time required for regulatory review and the sanionposed for violations. In addition to CE madcdmentation, countries outside the
European Union may require clinical data submissioegistration packages, import licenses or alloeumentation. Regulatory authorities in
Japan, China, Taiwan, South Korea, Vietnam, Thdjland Singapore and elsewhere, may require, athieg requirements, that our produ
be widely adopted commercially in Europe or appcobg the FDA before they are considered for apdrova

Regulatory agencies may limit the uses or indicetifor which any of our products are approved.&s@mple, we believe that the
INTERCEPT Blood System products will be able tdraléhe inactivation of particular pathogens onlythe extent we have laboratory data to
support such claims. After regulatory approvaltfa initial indications, further studies may be e&sary to gain approval for the use of the
product for additional indications.
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In addition to the regulatory requirements appliedb us and to our products, there are regula&xuirements in several countries
around the world, including the United States, Gamnn Canada, Austria, and Australia, and other s applicable to prospective custon
of INTERCEPT Blood System products, the blood certieat process and distribute blood and bloodymtsd In those countries, blood cen
and other customers are required to obtain appriselse supplements from the appropriate regulaathorities in each country before
making available blood products processed withpatinogen inactivation systems to hospitals andfwsing physicians. Our customers may
lack the resources or capability to obtain suchulagry approvals. These requirements or regulattaiays in approving license application
supplements may deter some blood centers from wsingroducts. Blood centers that do submit apfitica or supplements for manufactur
and sale may face disapproval or delays in apptinadicould provide further delay or deter themmfrasing our products. The regulatory
impact on potential customers could slow or lihé potential sales of our products.

Platelet System

In 2007, we obtained a CE mark approval (extende2DiL2) from European Union regulators for ourgikttsystem and will need to
obtain an extension every five years. We or outaruers may also be required to conduct additiogstlnig in order to obtain regulatory
approval in countries that do not recognize then@k as being adequate for commercializing the IRCEPT Blood System in those
countries. The level of additional product testiagies by country, but could be expensive or talang time to complete. In addition,
regulatory agencies are able to withdraw or suspeedously issued approvals.

We will be required to successfully submit a PMAhe FDA before the platelet product would be cderad for approval by the FDA.
The content, order and submission timing of PMA oled must be approved by the FDA, and a modular Rigglication cannot be approved
until all modules have been submitted to, revielwgadnd accepted by the FDA. Under the modular Pvokgss, sections, or modules, of the
PMA are submitted at different times and the coatjuh of these sections or modules will becomerapgiete PMA. The modular PMA
process requires each module to be submitted wiiniety days of the previous module.

We completed a Phase lll clinical trial of the plat system in the United States in March 2001aadpplemental analysis of data from
this trial in 2005. We submitted this informatidiorg with several other modules of our PMA, to Hi2A. In February 2013, we reached
agreement with the FDA that our clinical trial dBdropean haemovigilance data will be sufficienstibmit a proposal for modular PMA
submission without the need to complete additi®tedse Il clinical trials at this time. However, ADas indicated that we will need to com
to postmarketing studies. Although FDA has indicated timprospective Phase Il clinical trials are regdiat this time, the FDA may requ
us to complete additional Phase Il clinical trib&fore approval would be granted or limit theitgudial approval to only those collection
platforms and additive solutions to those that timght consider our clinical data sufficient fofraldditional Phase 11l clinical trials are requil
for approval, we will likely only initiate such &is if the costs of such trials could be covere@iyexisting cash or if we were able to secure
adequate additional funding.

Plasma System

In 2006, we obtained a CE mark approval (extende2DiL1) from European Union regulators for our plasystem and final French
approval of INTERCEPT-treated plasma in May 200#¥isSMedic approved INTERCEPT-treated plasma in &aper 2010. In February
2011, the first approval for use of INTERCEPT-tezhplasma was obtained from the Paul Ehrlich ingtiby a blood center in Germany. In
some countries, including several in Europe, weuwsrcustomers may be required to perform additichiaical studies or submit manufacturi
and marketing applications in order to obtain raguly approval.

We have completed Phase IlI clinical trials of fii@sma system in the United States, reports fochvhiere filed with the FDA during
2005. We have received agreement by the FDA foptbhposed modular PMA submission process for therph system. We are currently in
the process of submitting the required modules sezng for PMA approval and expect the entire proedh take in excess of one year. We
have limited experience with the modular PMA pracasd may encounter unanticipated difficulties clying with the prescribed submission
timing or other modular PMA requirements. Suchidiffties could affect our ability to complete thBIR submission process successfully.
Should significant questions arise during the sgision process or if we are required to conducttahdil clinical trials to support our planned
PMA submission, approval may take a significaniqueof time to obtain, if ever.

Although we have completed Phase Il clinical sial various patient populations, the FDA may reggupportive supplemental data
collected in commercial use in Europe, or they meauire us to complete additional Phase 11l clihtdals, before approval would be granted.
The FDA may also limit the particular indicationsuses for our plasma product if they believe thatclinical data is insufficient for broader
usage or if the collection and storage methodsatipg our clinical data are considered to be inpatible with broad usage. Should the FDA
require us to complete any additional clinicalljaur ability to conduct and complete any addiloclinical trials of the plasma system to
support approval in the United States would beextlip our ability to generate sufficient cash féofrom our operations or obtain adequate
funding from external sources before we would &téiany such trials.

Before the FDA determines whether to approve thEHRCEPT Blood System products, we expect the FDgetek the advice of the
BPAC. Even if BPAC were to recommend approval af onmore of our products, the FDA is not requieddopt BPAC’s recommendation.
If BPAC were to answer FDA questions recommendiygjrast approval of one or more of our products,RB& would have to take into
consideration the points of concern raised by BRvizh could affect the approval of the products.
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Red Blood Cell System

In 2003, we terminated Phase Il clinical trialakesating a prior generation of the red blood cgditem in acute and chronic anemia
patients. The trials were terminated due to thediin of antibody reactivity to INTERCERTeated red blood cells in two patients in the I
1l clinical trial for chronic anemia. Although trentibody reactivity was not associated with anyessle events, we developed process change
designed to diminish the likelihood of antibodyathaty in red blood cells treated with our moddi@rocess. In a subsequent Phase | clinical
trial to evaluate recovery and survival of treated blood cells with the modified process that mi@idted in the fourth quarter of 2008, there
were no adverse events reported. Based on thesdsrh that trial, we plan to conduct Phase lihickl trials in Europe using the modified
process in patients with acute and chronic aneifmay clinical trial applications are approved Byropean regulators. However, we cannot
assure you that the adverse events observed tarthinated Phase Il clinical trials of our red ddiocell system will not be observed in any
future Phase Il clinical trials of our red blooellcsystem. In addition, although the unblindedadadm our 2003 Phase 11l clinical trial of the
red blood cell system for acute anemia patientE@tdd that the primary endpoint had been met,amnot assure you that the same result will
be observed in any potential future Phase Il chhtrials using our modified process.

In March 2012, we submitted a proposed clinicall fprotocol to the FDA for a proposed Phase Ihickl trial evaluating the red blood
cell system in patients receiving chronic red tralhsfusion support for sickle cell disease ordbhs¢mia. The FDA is requiring that at least an
additional Phase Il recovery and survival studgt thie are currently conducting, will need to becassfully completed and reported to the
FDA prior to any initiation of the proposed PhaBelinical trial. We also understand that one asrmadditionaln vitro studies will be
required to be successfully completed and submitt¢de FDA prior to any initiation of the proposetase 11l clinical trial.

We plan to initiate Phase Ill clinical trials ofrored blood cell system for acute anemia patientsseparately, chronic anemia patient:
Europe. Such studies, including the studies reduisethe FDA prior to its review of the proposedited States Phase Il clinical trial protoc
could prolong development of the red blood celtsys and we do not expect to receive any regulapprovals of our red blood cell system
for a number of years, if ever. Significantly lowi#espan for INTERCEPT-treated red blood cells pamed to non-treated red blood cells may
limit our ability to obtain regulatory approval ftre product. We understand that while the plaramde anemia Phase 11 clinical trial in
Europe may be sufficient to receive CE mark apgdrov&urope if the results are positive, a sucadssfitcome in the planned Phase Il chr¢
anemia clinical trial in Europe would also be reqdifor our red blood cell system to achieve maskeeptance. In addition, the trials may
need to be supplemented by additional, succeskhgd?lll clinical trials for approval in certainwtries in Europe, including France and
Germany. These additional Phase Il clinical triatsuld likely need to demonstrate equivalency of NRCEPT-treated red blood cells
compared to conventional red blood cells. A nundfdrial design issues that could impact efficaggulatory approval and market acceptanc
will need to be resolved prior to the initiationfafther clinical trials. We will also need to cofefe a number dh vitro studies, finalize
development of the final commercial configuratidritee red blood cell system and manufacture anidiae sufficient quantities of the final 1
blood cell system prior to receiving any regulatapprovals in Europe or the United States. Manthes$e activities will require capital beyond
that which we currently have, and we will be reqdito obtain additional capital in order to comglidte development of and obtain any
regulatory approvals for the red blood cell systfmie are unsuccessful in advancing a modifiedbiedd cell system through clinical trials,
resolving process and product design issues dotairing subsequent regulatory approvals and agbkpteimbursement rates, we may never
realize a return on our research and developmerreses incurred to date in the red blood cell aystieogram. Regulatory delays can also
materially impact our product development costsvdfcontinue to experience delays in testing, cotidg trials or approvals, our product
development costs will increase. Even if we wersuccessfully complete and receive approval forredrblood cell system, potential
customers may object to working with a potent ctoamiike S-303, the active compound in the reatloell system, or may require
modifications to automate the process which woeklilt in additional development costs.

We have limited experience operating a global comaied organization. We have limited resources anxperience complying with
regulatory, legal, tax and political complexitiesave expand into new and increasingly broad geodniag.

We are responsible for worldwide sales, marketitigfribution, maintenance and regulatory suppothefINTERCEPT Blood System. If
we fail in our efforts to develop or maintain suoternal competencies or establish acceptableioakttips with third parties to support us in
these areas on a timely basis, our ability to corniakze the INTERCEPT Blood System may be irrepbréarmed.

We have a wholly-owned subsidiary, headquarteréchinNetherlands, dedicated primarily to selling amarketing the platelet and
plasma systems in geographies where the platalgblasma systems are approved or can be impontedgh the import license process. We
will need to maintain and continue to increaseaampetence in a number of functions, includingsaiearketing, regulatory, inventory and
logistics, customer service, credit and collectjoisk management, and quality assurance systermasy lf these competencies require
compliance with European Union and local standardspractices, with which we have limited expereanc
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Should we be successful in commercializing our potglin geographies beyond the current marketshiohwwe sell our products, we
will need to add resources and develop competeteiessure compliance with local regulatory, legad tax requirements. We have limited
experience operating on a global scale and we reaynbuccessful complying with the variety and canxity of laws and regulations in a
timely manner, if at all.

We rely on third parties to market, sell, distrilmiand maintain our products and to maintain custonrelationships in certain countries.

We have entered into distribution agreements, gdigesn a geographically exclusive basis, with milsttors in countries where we have
limited abilities to commercialize our productseditly. We rely on these distributors to obtain aegessary in-country regulatory approvals,
market and sell the INTERCEPT Blood System, proeidgtomer and technical product support, maintaientories, and adhere to our quality
system in all material respects, among other a&s/iGenerally, our distribution agreements regjdistributors to purchase minimum
quantities in a given year over the term of theeagrent. Failure by our distributors to meet thesemum purchase obligations may impact
our financial results and we may not have the tgtiiti timely resolve such failures. While our cautts generally require distributors to exer
diligence, these distributors may fail to commdizéathe INTERCEPT Blood System in their respectemitories. Our distributors may fail to
sell product inventory they have purchased frortousnd customers or may sell competing productadbéor in conjunction with
INTERCEPT. Initial purchases of illuminators or INRCEPT disposable kits by these third parties nmyeaad to follow-on purchases of
platelet and plasma systems’ disposable kits. We hmited visibility into the identity and requireents of blood banking customers these
distributors may have. Accordingly, we may be ueablensure our distributors properly maintainnilinators sold or provide quality technical
services to the blood banking customers to whiely sell. A concentrated number of distributorsextilvely comprise a significant portion of
our overall product revenues. Accordingly, our proidrevenues may be adversely impacted with treedbsne or more of these distributors
certain cases, our distributors hold the regulaampyroval to sell INTERCEPT for their particularogeaphy. The loss of these distributors
would require us to negotiate a transfer of thdiaegiple regulatory approvals to us which may bédift to do in a timely manner, or at all,
which may adversely affect our product revenueseAments with our distributors typically require tistributor to maintain quality standa
that are compliant with standards generally accefitemedical devices. We may be unable to endwaedur distributors are compliant with
such standards. Distributors may irreparably hatationships with local existing and prospectivetomers and our standing with the blood
banking community in general. Although our agreetsi@vith our distributors generally require comptiarwith local anti-corruption laws and
the U.S. Foreign Corrupt Practices Act, we havatdichability to control the actions of our distrtbus to ensure they are in compliance.
Noncompliance by a distributor could expose us\i ar criminal liability, fines and/or prohibitios on selling our products in cert:
countries. We may have little recourse, short ohieation, in the event that a distributor failsetcecute according to our expectations and
contractual provisions.

Our manufacturing supply chain exposes us to sigaint risks.

Fresenius has agreed, through a manufacturingupudysagreement signed with us in December 2008)anufacture our INTERCEPT
disposable kits for the platelet and plasma syst€us manufacturing and supply agreement with Frieseextends through December 31,
2013, and is automatically renewed for one yeangefFresenius may terminate the manufacturing apglg agreement, provided that
Fresenius notifies us with at least thirty monthistten notice prior to termination. Fresenius is gole supplier for the manufacture of these
products. Fresenius may fail to manufacture anwategsupply of INTERCEPT disposable kits or to d@s a cost effective basis, which
would subject us to loss of revenue and reducettibotion margin. Under the current contract, pretitn of INTERCEPT disposable kits is
produced at a facility that also produces Fresebiaaded products. Should production for Freserousi products decline, our products will
absorb more overhead, negatively impacting ourggnaargins. In addition, producing finished kits aegnponents with multiple manufactur
would likely have a negative impact on manufaciiawerhead absorption and could lead to higheradveroduct costs, which in turn, would
impact our net income or loss paosition.

We also have contracts with independent suppliectjding Ash Stevens Inc., or Ash Stevens, forttemufacture of amotosalen, our
proprietary compound for inactivating pathogensigsiur platelet and plasma systems; Porex Corporadr Porex, for the manufacture of
components of the compound adsorption devices insaar platelet and plasma systems; and NOVA BiaoadCorporation, or NOVA, for
the manufacture of illuminators and certain commtsef the INTERCEPT Blood System. These indepensigppliers are our sole suppliers
for such components.

Our manufacturing and supply agreement with AsleSte extends through December 31, 2015, and ismatimally renewable thereafi
for periods of two years each, but may be termohateAsh Stevens provided that Ash Stevens notifiem writing at least two years in
advance. Although we are not subject to minimumuahpurchase requirements under the manufacturidgapply agreement with Ash
Stevens, we may be required to pay a maintenaecef fiegp to $50,000 a year if specified quantititaraotosalen are not purchased in any
year. We have incurred these maintenance feegipabkt and may incur these maintenance fees irefptriods

Our supply agreement with Porex was amended andempiwes on December 31, 2014. Porex is our sgpl&r for certain components
of the compound adsorption devices. We are sulgemdrtain minimum annual purchase requirementguadr agreement with Porex and are
required to compensate Porex if we do not meet sinlhmum annual purchase requirements. We also
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have contracts with other companies who are oer sgbpliers of raw materials used to make compauisdrption devices, which includes
such companies as Brotech Corporation d/b/a ParGlitmpany, or Purolite. Our supplier agreement Riitolite extends through December
2013, and will automatically renew each year. Rte@hay terminate the supplier agreement provitiadl Rurolite notifies us in writing at least
two years in advance. Our agreement with NOVA, Whianufacturers our illuminators, extends throught&mber 2013 and is automatically
renewable for one year terms, but may be terminayeldOVA on at least twelve months’ prior writteatite.

We cannot assure you that any amendments to existmufacturing agreements or any new manufactagngements that we may el
into will contain terms favorable to those that euerently have with our manufacturers. Should weeeimto agreements with any manufact
with less favorable terms, our results of operatioray be impacted, our recourse against such manudas may be limited, and the quality of
our product may be impacted.

Facilities at which the INTERCEPT Blood Systemtsrdomponents are manufactured may cease operétiopienned or unplanned
reasons, causing at least temporary interruptiossipply. Even a temporary failure to supply adésjnambers of INTERCEPT Blood System
components may cause an irreparable loss of cusipooelwill. We do not have qualified suppliers begiahose on which we currently rely,
and we understand that Fresenius relies subsigrdiakole suppliers of certain materials for otoducts. If we need or choose to identify and
qualify alternate suppliers, the process will Imeeticonsuming and costly. If we conclude that suppijyne INTERCEPT Blood System or
components from Fresenius and others is uncexta@imay choose to build and maintain inventoriesaaf materials, work-in-process
components, or finished goods, which would consoagetal resources and may cause our supply chdia tess efficient.

Currently NOVA is manufacturing illuminators to nieeistomer demand and maintain our own inventorglée Subject to obsolescence,
we may be required to identify and qualify replaeetrcomponents for illuminators and in doing so,may be required to conduct additional
studies, which could include clinical trials to demstrate equivalency or validate any required adesigcomponent changes. Future supply of
illuminators is limited to availability of componen some of which are in short supply or are ngémanufactured. Certain of our
components are in limited supply and are used a® gparts for the maintenance of illuminators usgdur customers. We and our customers
rely on the availability of spare parts to ensina tustomer platelet and plasma production ismetrupted. If we are not able to supply spare
parts for the maintenance of customer illuminatots,ability to keep existing customers or sigmem customers may be negatively impac
Due to the obsolescence of certain parts, we ikély need to redesign the illuminators used inglatelet and plasma systems. Such redesigt
may be expensive and could lead to regulatory datapbtaining approvals to market the redesigreadice.

Certain of our suppliers that we rely on for thenefacture of the platelet and plasma systems amgponents thereof, have not been
FDA-approved for the manufacture of our produatsorider to be used in clinical studies or soldhia tnited States, our products would be
required to be manufactured in FDA-approved faesitFDA approval for the manufacture of INTERCERKgther owned by Fresenius or by
other parties, may be costly and time-consuming.

If we attempt to establish alternate manufactuoei§we are required to establish local manufdotyias a condition of regulatory
approvals, we will need to transfer know-how releva the manufacture of the INTERCEPT Blood Systeawever, certain of Fresenius’
materials, manufacturing processes and methodsrapgietary to Fresenius. We may be unable to tskaslternate sources of supply to
Fresenius, NOVA, or other suppliers without haviagedesign certain elements of the platelet aadrph systems. Such redesign may be
costly, time consuming and require further regulateview and approvals. Fresenius is not obligaédearovide support for development and
testing of improvements or changes we may makkeedNTERCEPT Blood System. We may be unable totifyerselect, and qualify such
manufacturers or those third parties able to pmgigpport for development and testing activitiegdimely basis or enter into contracts with
them on reasonable terms, if at all. Moreover jnictusion of components manufactured by new supptieuld require us to seek new or
updated approvals from regulatory authorities, Widould result in delays in product delivery. Weymat receive any such required regula
approvals.

Raw materials, components or finished product maymeet specifications or may be subject to otleeiconformities. In several
instances over the past two years, nonconformiitiegrtain component lots have caused delays irufaaturing of INTERCEPT disposable
kits. Non-conformities can increase our expensesaduce gross margins. Should non-conformitiesioiccthe future, we may be unable to
manufacture products to meet customer demand, whield result in lost sales and could cause irr@pardamage to our customer
relationships. Later discovery of problems withraduct, manufacturer or facility may result in aduial restrictions on the product,
manufacturer or facility, including withdrawal dfe product from the market. We are subject to r@ic costs of product recall, which include
not only potential out-of-pocket costs, but alsteptial interruption to our supply chain. In suchevent, our customer relations could be
harmed and we would incur unforeseen losses.

In the event of a failure by Fresenius or other nfiacturers to perform their obligations to suppdynponents of the INTERCEPT Blood
System to us, damages recoverable by us may biidresut to compensate us for the full loss of Imesis opportunity. Many of our supply
agreements contain limitations on incidental anaseguential damages that we may recover. A sufsppetential liability in the event of non-
performance may not be sufficient to compel thegplapto continue to act in conformity with our agments. Our product supply chain
requires us to purchase certain components in mimiuantities and may result in a production cpélmore than one year. Significant
disruptions to any of the steps in our supply clpaiotess may result in longer productions cycleglvbould lead to inefficient use of cash or
may impair our ability to supply customers with guat.
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We may encounter unforeseen manufacturing diffiesifivhich, at a minimum, may lead to higher thaticgrated costs, scrap rates,
manufacturing overhead variances or delays in nzauwfing products. In addition, we may not recdirresly or accurate demand information
from distributors or may not accurately forecashdad ourselves for the INTERCEPT Blood System. Assalt, we may carry excess work-
in-process or finished goods inventory, which wotddisume capital resources and may become obsotaiar inventory may be inadequate
to meet customer demand. We have entered intarcgualic tenders, some which call for us to mamtzertain minimum levels of inventory.
If our suppliers fail to produce components or finished products satisfactorily, timely, at acadpé costs, and in sufficient quantities, we
may incur delays, shortfalls and additional expsnsenon-compliance with certain public tendersclwimay in turn result in permanent harm
to our customer relations or loss of customers. @atelet and plasma systems’ disposable kits havweo-year shelf life from the date of
manufacture. We and our distributors may be untab#hip product to customers prior to the expiratbthe product shelf life, which would
require that we destroy or consume the outdateghitovy in product demonstration activities. Prodexqtiration may in turn lead to elevated
product demonstration costs or reduced gross nmergin

We are subject to federal, state and foreign lavesgrning our business practices which, if violatezhuld result in substantial penalties and
harm our reputation and business.

We are subject to a number of laws that affectsales, marketing and other promotional activitigdimiting the kinds of financial
arrangements we may have with hospitals, physictageithcare providers or other potential purchaeéour products. These laws are often
broadly written, and it is often difficult to deteine precisely how these laws will be applied tecific circumstances. For example, within the
European Union, the control of unlawful marketiregidties is a matter of national law in each of thhember states. The member states of the
European Union closely monitor perceived unlawfalrketing activity by companies. We could face ¢ieiiminal and administrative sanctic
if any member state determines that we have breaaiieobligations under its national laws. Industsgociations also closely monitor the
activities of member companies. If these orgamizregtior authorities name us as having breachediigrations under their regulations, rules
standards, our reputation would suffer and ourrmss and financial condition could be adverselgcaéd.

We are also subject to the U.S. Foreign CorrupttiRes Act and anti-corruption laws, and similawgawith a significant anti-corruption
intent in foreign countries. In general, there isaldwide trend to strengthen anticorruption leamsl their enforcement. Any violation of these
laws by us or our agents or distributors could er@asubstantial liability for us, subject our offis and directors to personal liability and also
cause a loss of reputation in the market. We ctlyreperate in many countries where the publicaeist perceived as being more or highly
corrupt. Our strategic business plans include edipgnour business in regions and countries thatateal as higher risk for corruption activity,
such as China, India and Russia. Becoming familiir and implementing the infrastructure necessargomply with laws, rules and
regulations applicable to new business activities mitigate and protect against corruption risksldde quite costly. In addition, failure by us
or our agents or distributors to comply with thises, rules and regulations could delay our exmansito high-growth markets and could
adversely affect our business. Increased busindsiger risk countries could also subject us amdodficers and directors to increased scr
and increased liability.

Our products and product candidates are not comphiwith some collection and storage methods.

The equipment and materials used to collect platel@ry by manufacturer and by geographic regitatelets may be collected from a
single donor by apheresis using an automated tiolfemachine. Apheresis devices currently usetiénUnited States and European markets
differ, among other characteristics, in their d@pito collect platelets in reduced volumes of plasPlatelet concentrates may also be preparec
from whole blood by pooling together platelets fromltiple donors. There are two commonly used medHor preparing whole blood
platelets: the buffy coat method, which is useeesively in Europe, and the pooled random donohaotktwhich is used in the United States.
Our platelet system is designed to work with pktgetollected and stored in storage solutionsedadtitersol and SSP+, and for platelets
suspended in plasma. In addition, Fresenius isxbkisive manufacturer of Intersol and MacoPharfrdSP+, both widely-used platelet
additive solutions. Many of our customers and pectige customers use Intersol or SSP+ in conneatitnINTERCEPT treatment. Should
Fresenius or MacoPharma fail to obtain or maintagulatory approval for Intersol or SSP+, respettivor if either should decide to cease
distribution of their respective additive soluticscustomers and prospective customers, ourahilisell the INTERCEPT Blood System may
be impaired.

In order to address the entire market in the Un8tades, Japan, and potentially elsewhere, we wedd to develop and test additional
configurations of the platelet system. We estintlaé¢ the majority of platelets used in the Unite¢at&s are collected by apheresis, though a
significant minority is prepared from pooled randdomor platelets derived from whole blood colleatioln order to gain regulatory approvals
for a pathogen inactivation system compatible wétidom donor platelets, we will need to performitgigial product development and testing,
including additional clinical trials. Similarly, tachieve market acceptance in certain geographesay be required to design, develop and
test new product configurations for the platelet pfasma systems. These development activitiesdriaatease our costs significantly and r
not be successful.

Other manufacturers supplying blood component ctitla platforms to the market may resist our effaat make the INTERCEPT Blood
System compatible with their platforms and may hes@peting pathogen inactivation technologies. iAitg compatibility with collection
platforms manufactured by others may require adiapto either the INTERCEPT Blood System or t® ¢bllection platforms, which may be
difficult to engineer, expensive to implement aesttrequire additional clinical trials, cause
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delays in regulatory approval and/or be commerciaflattractive to pursue. These development aiedwill increase our costs significantly
and may not be successful. Market acceptance dN(RERCEPT Blood System may be delayed until theteay receives regulatory approval
for use on such other equipment, if required.

We have used prototype components in our preclihgtadies and clinical trials of the red blood cedi/stem and have not completed the
components’ commercial design. We will be requiteddentify and enter into agreements with third gpiges to manufacture the red blood
cell system.

Our red blood cell system that was used in ourlimieal studies and the Phase | red blood cell ini¢iated in the fourth quarter of 2008
was a prototype of the system expected to be ustgkifinal product. As a result, we plan to perfadditional preclinical studies and clinical
trials using the commercial version of the systerdémonstrate the acceptability of the commera@afiguration and the equivalence of the
prototypes and the commercial product, which widrease our expenses and delay the potential cariatieation of our red blood cell syste
We may determine that the red blood cell system nudiype commercially feasible from potential custoshperspectives. If we fail to develop
commercial versions of the red blood cell systera trmely manner, our potential revenue would eyl or diminished and our potential
competitors may be able to bring products to maokébre we do.

The design and engineering effort required to cetepihe final commercial version of our red bloed system will likely be substantial
and time-consuming. As with any complex developnefurt, we expect to encounter design, engineeaimd)jmanufacturing issues. Such
issues have previously arisen, sometimes unexgdgctew! solutions to these issues have not alwegs beadily forthcoming. Additional
unforeseen design, engineering and manufacturiwgegsmay arise in the future, which could increhsalevelopment cost and delay
commercialization of our red blood cell system.

We will need to identify and contract with manufaetrs who can develop processes to manufactureaoengs and the compounds usec
in the red blood cell system. For commercial mactufiéng, we will need to demonstrate to regulatauyhorities that the commercial scale
manufacturing processes comply with governmentlegigms and that the compounds are equivalentiggnailly licensed compounds. It may
be difficult to economically manufacture the reddd cell system on a commercial scale.

If our competitors develop products superior to symarket their products more effectively than wearket our products, or receiv
regulatory approval before our products, our comng&l opportunities could be reduced or eliminated.

We expect our products will continue to encountgniicant competition. The INTERCEPT Blood Systpnoducts compete with other
approaches to blood safety currently in use and enaypete with future products that may be develdpedthers. Our success will depend in
part on our ability to respond quickly to custoraad prospective customer needs, successfully reegigt maintain regulatory approvals, and
adapt to medical and technological changes broalgtit by the development and introduction of needpcts. Competitors’ products or
technologies may make our products obsolete orcoompetitive before we are able to generate anyifgignt revenue. In addition, competit:
or potential competitors may have substantiallatgefinancial and other resources than we havey Tiay also have greater experience in
preclinical testing, human clinical trials and athegulatory approval procedures. If competitorgiducts experience significant problems,
customers and potential customers may questiosatfety and efficacy of all pathogen inactivatiochteologies, including the INTERCEPT
Blood System. Such questions and concerns may fropaibility to market and sell the INTERCEPT BdoBystem.

Several companies have, or are developing, techiesdhat are, or in the future may be, the basigrfoducts that will directly compete
with or reduce the market for our pathogen inatiivesystems. A number of companies are specifidaltusing on alternative strategies for
pathogen inactivation in platelets and plasma. &ladternative strategies may be more effectivaactivating certain types of pathogens from
blood products, including certain non-lipid-enveddpriruses, such as hepatitis A virus, which oodpcts have not demonstrated an ability to
inactivate, or human parvovirus B-19, which is asoon-lipid-enveloped virus, for which our prodtibave not demonstrated a high level of
inactivation. While studies have demonstrated dliatproducts can effectively inactivate a broadcipen of pathogens in blood components,
market adoption of our products may be reducedstamers determine that competitors’ products inatet a broader range of pathogens that
are of particular interest to the transfusion medicommunity. In addition, customers and prospeatustomers may believe that our
competitors’ products are safer or more cost dffedhan INTERCEPT Blood System products. In Eurgewveral companies, including
Grifols S.A., Octapharma AG and MacoPharma Intéonat, are developing or selling commercial pathogectivation systems or services to
treat fresh frozen plasma. TerumoBCT, a subsidiéfiyerumo Corporation, has developed a pathogestiraion system for blood products
and has been issued CE marks for a pathogen reduwsststem for both platelets and plasma. We uraleighat TerumoBCT is also develog
a pathogen inactivation system for whole blooduf@BCT’s product candidate, if successful, mayraffempetitive advantages over our
INTERCEPT Blood System. Terumo Corporation is gdatapanese-based, multinational corporation wittermature products and
relationships than we have. Our ability to commedipé our products in certain markets, particulamlyapan, may be negatively affected by
Terumo’s resources and their pre-existing relatiggswith regulators and customers. Should TerumBB@roduct be approved for use and
commercialized in Japan, we would likely directbntpete with them and we believe we would likelheitneed to establish operations in
Japan or partner with a local Japanese company.
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Octapharma AG recently received FDA approval totsehted fresh frozen plasma for certain indiaagiand will likely be
commercialized ahead of our own plasma productidatel Should Octapharma enter into exclusive ages¢s with key customers, our
plasma product candidate, should it receive appiothe United States, may encounter market rast& and have a more limited market into
which we can sell.

Other companies developing competing products rsyaifer and sell other blood-banking products sediices. As a result,
competitors may have pre-existing long-term retatdps with customers and may be able to offerrgyes for both pathogen inactivation and
non-pathogen inactivation products that we are lentaboffer. Regulatory agencies may mandate usewipeting products which would limit
our ability to sell our products in those markets.

New methods of testing whole blood for specificho@tens have been approved by the FDA and in Euegpleave tests for bacteria in
platelets. Other companies are marketing rapiditpaficare bacterial tests, and developing synthgtiod product substitutes and products to
stimulate the growth of platelets. Development emchmercialization of any of these or other reldgmthnologies could limit the potential
market for our products as would a mandate of amypeting technology other than INTERCEPT.

We may be liable and we may need to withdraw ouwrdurcts from the market if our products harm peopWe may be liable if an accident
occurs in our controlled use of hazardous materia@ur insurance coverage may be inadequate to dffesses we may incur.

We are exposed to potential liability risks inhérenthe testing and marketing of medical devia¥s. may be liable if any of our produ
cause injury, illness or death. Although we wilveacompleted rigorous preclinical and clinical $patesting prior to marketing our products,
there may be harmful effects caused by our prodhetswe are unable to identify in preclinical dinical testing. In particular, unforeseen, r
reactions or adverse side effects related to lengruse of our products may not be observed ungiptoducts are in widespread commercial
use. Because of the limited duration and numbgatiénts receiving blood components treated wighiiTERCEPT Blood System product:
clinical trials, it is possible that harmful effeatf our products not observed in preclinical alimiaal testing could be discovered after a
marketing approval has been received. For examptgses where we have obtained regulatory appforalur products, we have
demonstrated pathogen inactivation to specifiedlielased on well-established tests. However, fhare way to determine, after treatment by
our products, whether our products have complételgtivated all of the pathogens that may be piteseniood components. There is also no
way to determine whether any residual amount aftaggen remains in the blood component treatedubpimducts and there is no way to
exclude that such residual amount would be enoogldse disease in the transfused patient. Faradtliasons, we cannot conduct human
testing to determine whether an individual who reeg a transfusion of a blood component contaimipgithogen that was inactivated using
INTERCEPT Blood System might show positive resifltested for an antibody against that pathogenil&\e believe, based on the clinical
experience of our scientists, that the level otiivated pathogens would likely be too small touioel a detectable antibody response in
diagnostic tests, we cannot exclude that a traadfpatient might show positive results if testedafio antibody against that pathogen. We ¢
be subject to a claim from a patient that testdtipes even though that patient did not contradisease.

We maintain product liability insurance, but do knbw whether the insurance will provide adequateecage against potential liabilitit
If we cannot successfully defend ourselves agairaduct liability claims, we may incur substantiabilities or be required to limit
commercialization of our products.

Our research and development activities involvectir@rolled use of hazardous materials, includiegain hazardous chemicals,
radioactive materials and infectious pathogens) siscHIV and hepatitis viruses. Although we belithest our safety procedures for handling
and disposing of hazardous materials are adequodteanply with regulatory requirements, we cantiotieate the risk of accidental
contamination or injury. If an accident occurs, eeelld be held liable for any damages that result.

If we fail to obtain the capital necessary to furmdir future operations or if we are unable to gene¢eapositive cash flows from ot
operations, we will need to curtail planned devetopnt or sales and commercialization activities.

Our near-term capital requirements are dependemanous factors, including operating costs andkivigy capital investments associated
with commercializing the INTERCEPT Blood Systemstsoassociated with the modular PMA submissiongsedor the plasma system, costs
associated with a potential modular PMA submiséiorihe platelet system, costs associated withydogspotential regulatory approvals in
other geographies where we do not currently selptatelet and plasma systems, costs associatbdolaihning and conductirig vitro studies
and clinical development of our red blood cell systn Europe and the United States, and cost®tktatcreating, maintaining and defending
our intellectual property. Our long-term capitajju@ements will also be dependent on the succesardgales efforts, competitive
developments, the timing, costs and magnitude ofanger-term clinical trials and other developmadtivities related to our platelet, plasma
and red blood cell systems, market preparednespraddict launch activities for any of our productgeographies where we do not currently
sell our products, and regulatory factors. Untilave able to generate a sufficient amount of procewenue and generate
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positive net cash flows from operations, which weeymever do, meeting our long-term capital requéetn is in large part subject to access tc
public and private equity and debt capital markasswell as to collaborative arrangements withreag, augmented by cash generated from
operations and interest income earned on the imesgtof our cash balances. We believe that cagivest from product sales, our available
cash balances and access to debt will be sufficiemeet our capital requirements for at leashidnd twelve months. If our assumptions prove
to be incorrect, we could consume our availablétabmesources sooner than we currently expectchvhould adversely affect the
commercialization and clinical development actesti

We have borrowed and in the future may borrow &t capital from institutional and commercial kg sources to fund future
growth outside of our credit agreement with ConeeBank, on terms that may include restrictive cawds, including covenants that restrict
the operation of our business, liens on asseth, dffgctive interest rates and repayment provistbasreduce cash resources and limit future
access to capital markets. In addition, we expecbhtinue to opportunistically seek access teetigty capital markets to support our
development efforts and operations, including pamstio our Controlled Equity Offering Sales Agreansith Cantor Fitzgerald & Co., or the
Cantor Agreement, or otherwise. To the extentWwetaise additional capital by issuing equity sé@s, our stockholders may experience
substantial dilution. To the extent that we raidditional funds through collaboration or partnerargangements, we may be required to
relinquish some of our rights to our technologiesights to market and sell our products in certgographies, grant licenses on terms that at
not favorable to us, or issue equity that may bestntially dilutive to our stockholders.

The disruptions to the global credit and finanai@rkets as well as general economic uncertaintyiiding the continued instability of t
Eurozone, has generally made equity and debt fingmaore difficult to obtain and the terms lessdiable to the companies seeking to raise
financing. As a result of economic conditions, gahglobal economic uncertainty and other factars,do not know whether additional capital
will be available when needed, or that, if avaiahie will be able to obtain additional capitalreasonable terms. If we are unable to raise
additional capital due to disruptions to the glofraldit and financial markets, general economicuainty or other factors, we may need to
curtail planned development or commercializatiotivi®es. In addition, we will need to obtain addital funds to complete development
activities for the red blood cell system necess$arpotential regulatory approval in Europe. Werad plan on conducting any additional
clinical trials of the red blood cell, plateletgplasma systems in the United States unless anldnentian obtain sufficient additional funding or,
at such time, our existing operations provide sidfit cash flow to conduct these trials.

Historically, we have received significant awandsunding under cooperative agreements with the Bwwlhe INTERCEPT Blood
System. By March 31, 2012, we had exhausted thairéng availability under the August 2011 DoD graktcess to federal grants and
cooperative agreements is subject to the auth@izaf funds and approval of our research plangdrnous organizations within the federal
government, including the United States Congreks.general economic environment, coupled with tigtieral budgets, has led to a general
decline in the amount available for government fogéind we do not expect any revenue from govertige@mts and cooperative agreements
for the foreseeable future, if at all.

We have issued debt containing certain covenantst tive may be unable to comply with. Our operatianay not provide sufficient cash to
meet the repayment obligations of our debt.

We currently maintain a credit agreement with Cao@eBank that provides a formula based revolving bf credit of up to $7.0 million.
Under the credit agreement, we had $2.8 milliorstaunding as of March 31, 2013, The credit agreeiisesgcured by all our current and future
assets, except for intellectual property and 35%unfinvestment in our subsidiary, Cerus Europe.BNe credit agreement requires that we
comply with certain customary and routine covenantduding the requirement to maintain a minimuaste balance of $2.5 million and
achieve minimum revenue levels, which are measm@uthly based on a six-month trailing basis andtrhasat least 75% of the pre-
established future projected revenues for thargix-month period. If we are unable to comply with tlewenants in the credit agreement,
lender may call the outstanding advances, whichldvaquire us to repay the advances sooner thamewe anticipated.

Virtually all of our research and development adties and the significant majority of our generalnal administrative activities are
performed in or managed from a single site that mag subject to lengthy business interruption in theent of a severe earthquake. We &
may suffer loss of computerized information and miag unable to make timely filings with regulatorgancies in the event of catastrophic
failure of our data storage and backup syster

Virtually all of our research and development atigg and the significant portion of our generad auministrative activities are
performed in or managed from our facilities in Cortt; California, which are within an active earthge fault zone. Should a severe
earthquake occur, we might be unable to occupyamilities or conduct research and developmentgereral and administrative activities in
support of our business and products until suck tsour facilities could be repaired and madeatjoeral. Our property and casualty and
business interruption insurance in general doesowtr losses caused by earthquakes. While wethliga certain measures to protect our
scientific, technological and commercial assetengthy or costly disruption due to an earthquakeld have a material adverse effect on us.
We have also taken measures to limit damage thatoozur from the loss of computerized data
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due to power outage, system or component failueouption of data files. However, we may los¢icali computerized data, which may be
difficult or impossible to recreate, which may haoor business. We may be unable to make timehlygiwith regulatory agencies in the even
of catastrophic failure of our data storage ankbpsystems, which may subject us to fines or a#veonsequences, up to and including loss
of our ability to conduct business.

We may not be able to protect our intellectual pesty or operate our business without infringing ieliectual property rights of others.

Our commercial success will depend, in part, omioliodg and maintaining patent protection on oudpiais and successfully defending
our products against third-party challenges. Ocitelogy will be protected from unauthorized usy ¢ the extent that it is covered by valid
and enforceable patents or effectively maintairettade secrets. As a result, our success depepastion our ability to:

» obtain patents

» protect trade secret

» operate without infringing upon the proprietaryhtig) of others; an
« prevent others from infringing on our proprietaights.

We cannot be certain that our patents or patentsah license from others will be enforceable dffiord protection against competitors.
Our patents or patent applications, if issued, beghallenged, invalidated or circumvented. Ouemptatights may not provide us with
proprietary protection or competitive advantageairag} competitors with similar technologies. Othmsy independently develop technologies
similar to ours or independently duplicate our teslbgies. For example, a United States patentdssua thirdparty covers methods to remc
psoralen compounds from blood products. We haviewad the patent and believe there exists subataptestions concerning its validity. \
cannot be certain, however, that a court would ltoédpatent to be invalid or not infringed by olatplet or plasma systems, if and when those
products are sold in the United States. As a reisutirder to commercialize our platelet or plasystems in the United States, we may be
required to obtain a license from the owner ofgihent, which we may not be able to do at a reddemast or at all. Our patents expire at
various dates between 2013 and 2027. Recent paiphitations will, if granted, result in patentdwiater expiration dates. In addition, we
have a license from Fresenius to United Stateda@edyn patents relating to the INTERCEPT Bloodt8ys which expire at various dates fr
2015 to 2024. Due to the extensive time requiredl&velopment, testing and regulatory review of matential products, our patents may
expire or remain in existence for only a short @afollowing commercialization. This would reduaeatiminate any advantage of the patents.

We cannot be certain that we were the first to nthkénventions covered by each of our issued pampending patent applications or
that we were the first to file patent applicatidossuch inventions. We may need to license thiet fig use third-party patents and intellectual
property to continue development and commerciatimadf our products. We may not be able to acgsireh required licenses on acceptable
terms, if at all. If we do not obtain such licenses may need to design around other parties’ pgtenwe may not be able to proceed with the
development, manufacture or sale of our products.

Our patents do not cover all of the countries inclwhwe are selling, and planning to sell, our prdduWe will not be able to prevent
potential competitors from using our technologgduntries where we do not have patent coverage.

We may face litigation requiring us to defend agagiaims of infringement, assert claims of infengent, enforce our patents, protect
trade secrets or know-how or determine the scogevalidity of others’ proprietary rights. Pateriigation is costly. In addition, we may
require interference proceedings before the Uriittades Patent and Trademark Office to determinetioety of inventions relating to our
patent applications. Litigation or interferenceqeedings could be expensive and time consumingwancbuld be unsuccessful in our efforts
to enforce our intellectual property rights.

We may rely, in certain circumstances, on tradeeteto protect our technology. However, tradeetsare difficult to protect. We
protect our proprietary technology and processegart, by confidentiality agreements with emplagemnsultants and contractors. These
agreements may be breached and we may not haveadegmedies for any breach or our trade secraysotierwise become known or be
independently discovered by competitors. To thembthat our employees, consultants or contracteesntellectual property owned by others
disputes also may arise as to the rights in relatedsulting know-how and inventions.

As our international operations grow, we may be gttt to adverse fluctuations in exchange rates begw the United States dollar ar
foreign currencies.

Our international operations are subject to rigkécal of an international business, including, aguother factors: differing political,
economic, and regulatory climates, different tamatires and foreign exchange volatility. We do ewtrently enter into any hedging contracts
to normalize the impact of foreign exchange flutitures. As a result, our future results could bearially affected by changes in these or othel
factors.
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Product sales of the INTERCEPT blood system ariedjly invoiced to customers in Euros. In additiare purchase finished
INTERCEPT disposable kits for our platelet and plasystems and incur certain operating expendearivs and other foreign currencies. (
exposure to foreign exchange rate volatility israa result of our product sales, cash collectiod cash payments for expenses to support ot
international operations. Foreign exchange ratdhtions are recorded as a component of otheniacaet on our consolidated statements of
operations. Significant fluctuations in the voliyilof foreign currencies relative to the Unitedfes dollar may materially affect our results of
operations. In addition, in a period where the Wd@lar is strengthening/weakening as compareduto£; our revenues and expenses
denominated in Euros are translated into U.S. dolida lower/higher value than they would be imtrerwise constant currency exchange
environment. Currently we do not have a formal egigprogram to mitigate the effects of foreign emey volatility.

We currently have a limited trading volume, whiclesults in higher price volatility for, and reducdjuidity of, our common stock.

Our shares of common stock are currently quotetheMNasdaq Global Market under the symbol “CER$ie Tarket for our common
stock has been limited due to low trading volume #oe small number of brokerage firms acting asketamakers. Active trading markets
generally result in lower price volatility and magtficient execution of buy and sell orders. Theatte of an active trading market increases
price volatility and reduces the liquidity of ousramon stock. As long as this condition continuke,dale of a significant number of shares of
common stock at any particular time could be diffitco achieve at the market prices prevailing irdrately before such shares are offered,
which may limit our ability to effectively raise mey pursuant to the Cantor Agreement. In additine, to the limitations of our market and
volatility in the market price of our stock, invest may face difficulties in selling shares ataattive prices when they want to sell. As a result
of this lack of trading activity, the quoted prife our common stock is not necessarily a relidhdiécator of its fair market value.

Provisions of our charter documents, our stockhotdeghts plan, our compensatory arrangements andlBware law could make it mor
difficult for a third party to acquire us, even the offer may be considered beneficial by our stoclders.

Provisions of the Delaware General Corporation lcawld discourage potential acquisition proposats @uld delay, deter or prevent a
change in control. The anti-takeover provisionthef Delaware General Corporation Law impose varioyediments to the ability of a third
party to acquire control of us, even if a changedntrol would be beneficial to our existing stoolders. In addition, Section 203 of the
Delaware General Corporation Law, unless its appba has been waived, provides certain defaulttakeover protections in connection w
transactions between the company and an “intersspettholder” of the company. Generally, Sectio pfohibits stockholders who, alone or
together with their affiliates and associates, amare than 15% of the subject company from engaigirgrtain business combinations for a
period of three years following the date that tteelsholder became an interested stockholder of subfect company without approval of the
board or the vote of two-thirds of the shares lgldhe independent stockholders. Our board of thiredas also adopted a stockholder rights
plan, or “poison pill,” which would significantlyildite the ownership of a hostile acquirer. Additiiy, provisions of our amended and restate
certificate of incorporation and bylaws could detilay or prevent a third party from acquiring @sen if doing so would benefit our
stockholders, including without limitation, the hatity of the board of directors to issue, withetdckholder approval, preferred stock with
such terms as the board of directors may deterriiraddition, our executive employment agreemeaitange of control severance benefit |
and equity incentive plans and agreements thereymdeide for certain severance benefits in corineatith a change of control of us,
including single-trigger equity vesting acceleratlmenefits with respect to outstanding stock oggtiand single-trigger vesting acceleration
benefits with respect to outstanding restrictedlstmit awards, which could increase the coststtord party acquiror and/or deter such third
party from acquiring us.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable

ITEM 5. OTHER INFORMATION
None.
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ITEM 6. EXHIBITS

Exhibit Number Description of Exhibit
3.1(1) Amended and Restated Certificate of Incorporatio@erus Corporatiol
3.2(1) Certificate of Amendment to the Amended and Redt@rtificate of Incorporation of Cerus Corporati
3.3(1) Certificate of Designation of Series C Junior Rpating Preferred Stock of Cerus Corporat
3.4 (2) Amended and Restated Bylaws of Cerus Corpora
4.1 (3) Specimen Stock Certificat
4.2 (4) Rights Agreement, dated as of November 3, 1998n@nded as of August 6, 2001, between Cerus Cdimond Wells
Fargo Bank, N.A. (formerly known as Norwest Banknkisota, N.A.)
4.3 (5) Amendment to Rights Agreement, dated as of OctaBeR009, between Cerus Corporation and Wells FBagi, N.A.
(which includes the form of Rights Certificate ashibit B thereto).
4.4 (6) Form of 2009 Warrant to Purchase Common St
4.5 (7) Form of 2010 Warrant to Purchase Common St
10.1 (9) First Amendment to Supply and Manufacturing Agreetndated November 28, 2012 and effective as afaanl, 2013, by
and between Cerus Corporation and Porex Corpot:i
10.2 (8) Amended and Restated Employment Agreement with bwa Ervin, dated January 15, 20
10.3(9) 2013 Executive Officer Compensation Arrangeme
31.1 g:éaétzification of the Principal Executive Officer Gkrus Corporation pursuant to Section 302 of tmb&hes-Oxley Act of
31.2 g:&;tzification of the Principal Financial Officer @erus Corporation pursuant to Section 302 of tmb&hes-Oxley Act of
32.1 (10) gertifljcza(;tg)zn of the Principal Executive Officer@Rrincipal Financial Officer pursuant to Sectid¥6®f the Sarbane®xley
cto .

101.INS (11) XBRL Instance Documen

101.SCH (11  XBRL Taxonomy Extension Schema Docume

101.CAL (11) XBRL Taxonomy Extension Calculation Linkbase Docuin
101.DEF (11,  XBRL Taxonomy Extension Definition Linkbase Docurhe
101.LAB (11)  XBRL Taxonomy Extension Label Linkbase Docum
101.PRE (11 XBRL Taxonomy Extension Presentation Linkbase Doent

1)
(2)
3)
(4)
()
(6)

Incorporated by reference to the like-describelibit to the Registrant’s Quarterly Report omrd.0-Q (File No. 000-21937), for the
quarter ended September 30, 2C

Incorporated by reference to the like-descriegldibit to the Registrant’s Current Report on F@id (File No. 00021937), filed with th
SEC on June 19, 200

Incorporated by reference to the like-descriegldibit to the Registrant’s Registration Statem@mnform S-1 (File No. 333-11341) and
amendments theret

Incorporated by reference to the like-describelibit to the Registrant’s Quarterly Report omrd.0-Q (File No. 000-21937), for the
quarter ended June 30, 20!

Incorporated by reference to the like-descrieehibit to the Registrant’s Current Report on F@&4id (File No. 00021937), filed with the
SEC on October 30, 200

Incorporated by reference to the like-descriegldibit to the Registrant’s Current Report on F@&id (File No. 00021937), filed with th
SEC on August 20, 200
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(7) Incorporated by reference to the like-descrieelibit to the Registrant’s Current Report on F&#d (File No. 00021937), filed with thi
SEC on November 12, 201

(8) Incorporated by reference to the like-descrieelibit to the Registrant’s Current Report on F&# (File No. 00021937), filed with thi
SEC on January 17, 201

(9) Incorporated by reference to the like-describelibit to the Registrant’'s Annual Report on FAtaK (File No. 000-21937), filed with
the SEC on March 12, 201

(10) This certification accompanies the FormQ@e which it relates, is not deemed filed with Becurities and Exchange Commission, ai
not incorporated by reference into any filing of fRegistrant under the Securities Act of 1933 nasraled, or the Securities Exchange
Act of 1934, as amended (whether made before er tifé date of the Form 10-Q), irrespective of geyeral incorporation language
contained in such filing

(11) Furnished herewith. Pursuant to applicablesges laws and regulations, the Registrant isvtexbto have complied with the reporting
obligation relating to the submission of interaetdlata files in such exhibits and is not subjediatality under any anti-fraud provisions
of the federal securities laws as long as the Regishas made a good faith attempt to comply thithsubmission requirements and
promptly amends the interactive data files afteron@ing aware that the interactive data files failsomply with the submission
requirements. These interactive data files are éeemt filed or part of a registration statemenprspectus for purposes of Sections 11
or 12 of the Securities Act of 1933, as amendezidaemed not filed for purposes of Section 18 @fShcurities Exchange Act of 1934
amended, and otherwise are not subject to liahilitger these sectior
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdréport to be signed on its behalf
the undersigned, thereunto duly authorized.

CERUS CORPORATIOV

Date: May 3, 2013 /sl Kevin D. Green
Kevin D. Greer
Vice President, Finance and Chief Financial Officer
(on behalf of registrant and as Principal FinanCitiicer)
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EXHIBIT INDEX

Description of Exhibit

Amended and Restated Certificate of Incorporatio@erus Corporatiol

Certificate of Amendment to the Amended and Redt@rtificate of Incorporation of Cerus Corporati
Certificate of Designation of Series C Junior Rpating Preferred Stock of Cerus Corporat
Amended and Restated Bylaws of Cerus Corpora

Specimen Stock Certificat

Rights Agreement, dated as of November 3, 1998n@nded as of August 6, 2001, between Cerus Cdimoend
Wells Fargo Bank, N.A. (formerly known as Norwestri® Minnesota, N.A.)

Amendment to Rights Agreement, dated as of OctaBeR009, between Cerus Corporation and Wells FBagi,
N.A. (which includes the form of Rights Certificaie Exhibit B thereto

Form of 2009 Warrant to Purchase Common St
Form of 2010 Warrant to Purchase Common St

First Amendment to Supply and Manufacturing Agreetndated November 28, 2012 and effective as afiaanl,
2013, by and between Cerus Corporation and PorepoZation.

Amended and Restated Employment Agreement with bwa Ervin, dated January 15, 20
2013 Executive Officer Compensation Arrangeme

Certification of the Principal Executive Officer Gerus Corporation pursuant to Section 302 of tmb&hes-Oxley
Act of 2002.

Certification of the Principal Financial Officer @ferus Corporation pursuant to Section 302 of tmb&exley Act
of 2002.

Certification of the Principal Executive Officerd®rincipal Financial Officer pursuant to Secti@6®f the Sarbanes-
Oxley Act of 2002

XBRL Instance Documen

XBRL Taxonomy Extension Schema Docume

XBRL Taxonomy Extension Definition Linkbase Docurhe
XBRL Taxonomy Extension Calculation Linkbase Docuin
XBRL Taxonomy Extension Label Linkbase Docum

XBRL Taxonomy Extension Presentation Linkbase Doent

(1) Incorporated by reference to the like-descrieelibit to the Registrant’s Quarterly Report omrd.0-Q (File No. 000-21937), for the
quarter ended September 30, 2C

(2) Incorporated by reference to the like-describellibit to the Registrant’'s Current Report on F@id (File No. 00021937), filed with th
SEC on June 19, 200

(3) Incorporated by reference to the like-describeliibit to the Registrant’s Registration Staten@nform S-1 (File No. 333-11341) and
amendments theret

(4) Incorporated by reference to the like-descrieelibit to the Registrant’s Quarterly Report omrd.0-Q (File No. 000-21937), for the
quarter ended June 30, 20!

(5) Incorporated by reference to the like-descrieelibit to the Registrant’s Current Report on F&# (File No. 00021937), filed with th
SEC on October 30, 200

(6) Incorporated by reference to the like-describellibit to the Registrant’'s Current Report on F@id (File No. 00021937), filed with th
SEC on August 20, 200
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(7) Incorporated by reference to the like-descrieelibit to the Registrant’s Current Report on F&#d (File No. 00021937), filed with thi
SEC on November 12, 201

(8) Incorporated by reference to the like-descrieelibit to the Registrant’s Current Report on F&# (File No. 00021937), filed with thi
SEC on January 17, 201

(9) Incorporated by reference to the like-describelibit to the Registrant’'s Annual Report on FAtaK (File No. 000-21937), filed with
the SEC on March 12, 201

(10) This certification accompanies the FormQ@e which it relates, is not deemed filed with Becurities and Exchange Commission, ai
not incorporated by reference into any filing of fRegistrant under the Securities Act of 1933 nasraled, or the Securities Exchange
Act of 1934, as amended (whether made before er tifé date of the Form 10-Q), irrespective of geyeral incorporation language
contained in such filing

(11) Furnished herewith. Pursuant to applicablesges laws and regulations, the Registrant isvtexbto have complied with the reporting
obligation relating to the submission of interaetdlata files in such exhibits and is not subjediatality under any anti-fraud provisions
of the federal securities laws as long as the Regishas made a good faith attempt to comply thithsubmission requirements and
promptly amends the interactive data files afteron@ing aware that the interactive data files failsomply with the submission
requirements. These interactive data files are éeemt filed or part of a registration statemenprspectus for purposes of Sections 11
or 12 of the Securities Act of 1933, as amendezidaemed not filed for purposes of Section 18 @fShcurities Exchange Act of 1934
amended, and otherwise are not subject to liahilitger these sectior
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Exhibit 31.1
CERTIFICATION

[, William M. Greenman, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of Cerus Corporatior

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dongtate a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, niaadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememig,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules
13z15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa

b) Designed such internal control over financigloiging, or caused such internal control over feiahreporting to be designed under
our supervision, to provide reasonable assurargadiang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) Evaluated the effectiveness of the registragigslosure controls and procedures and presentidsineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

d) Disclosed in this report any change in the tegjig’s internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weagses in the design or operation of internal corttvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

b)  Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: May 3, 2013 /s/ William M. Greenman

William M. Greenmar
President and Chief Executive Officer
(Principal Executive Officer



Exhibit 31.2

CERTIFICATION

I, Kevin D. Green, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of Cerus Corporatior

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dongtate a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, niaadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememig,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa

b) Designed such internal control over financigloiging, or caused such internal control over feiahreporting to be designed under
our supervision, to provide reasonable assurargadiang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) Evaluated the effectiveness of the registragigslosure controls and procedures and presentidsineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

d) Disclosed in this report any change in the tegjig’s internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weagses in the design or operation of internal corttvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

b)  Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: May 3, 2013 /sl Kevin D. Green

Kevin D. Greer
Vice President, Finance and Chief Financial Offig&nincipal
Financial Officer)



Exhibit 32.1
CERTIFICATION

Pursuant to the requirement set forth in Rule 18@)lof the Securities Exchange Act of 1934, asrated, (the “Exchange Act”) and
Section 1350 of Chapter 63 of Title 18 of the Udi&tates Code (18 U.S.C. §1350), William M. Greemntiae Chief Executive Officer of

Cerus Corporation (the “Company”) and Kevin D. Grethe Chief Financial Officer of the Company, lireertify that, to the best of their
knowledge:

1. The Company’s Quarterly Report on Form 10-Qtlierperiod ended March 31, 2013, and to whichGeigtification is attached as
Exhibit 32.1 (the “Periodic Report”), fully compsievith the requirements of Section 13(a) or Sectibfd) of the Exchange Act, and

2. The information contained in the Periodic Refairly presents, in all material respects, thaficial condition and results of operati
of the Company.

IN WITNESS WHEREOF, the undersigned have set thands hereto as of the 3rd day of May, 2013.

/s/ William M. Greenman

William M. Greenmar

President and Chief Executive Officer (Principal
Executive Officer,

/s/ Kevin D. Green

Kevin D. Greer

Vice President, Finance and Chief Financial Officer
(Principal Financial Officer

This certification accompanies the Form QGe which it relates, is not deemed filed with S8ecurities and Exchange Commission and is r
be incorporated by reference into any filing of @e€orporation under the Securities Act of 193%raended, or the Securities Exchange Act

of 1934, as amended (whether made before or afedate of the Form 10-Q), irrespective of any gariecorporation language contained in
such filing.



