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Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
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OR
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Large accelerated filef] Accelerated filerx] Non-accelerated fileE] Smaller reporting companiyl

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Exgje Act). Yes1 No

The approximate aggregate market value of the camstack held by non-affiliates of the registranbéghe last business day of the
registrant’s most recently completed second figoalrter, based upon the closing sale price ofdfestrant’'s common stock listed on the
Nasdaq Global Market, was $135.4 million.

As of March 1, 2013, there were 60,103,000 shafréiseoregistrant’'s common stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’s definitive proxy statnt in connection with the registrant’s 2013 Ardrdaeting of Stockholders, to be filed
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PART |

This Annual Report on Form 10-K contains forward-bking statements within the meaning of Section 2@fthe Securities Act of 1933, as
amended, and Section 21E of the Securities and Exafje Act of 1934, as amended, that involve risksl amcertainties. The forward-
looking statements are contained principally in ftel, “Business,” Iltem 7, “Management’s Discussiomd Analysis of Financial Condition
and Results of Operations” and in Item 1A, “Risk [E#ors.” These statements involve known and unknorisks, uncertainties and other
factors which may cause our actual results, perfaante or achievements to be materially differentrt@any future results, performances «
achievements expressed or implied by the forwarokiog statements. Examples of forward-looking statents include, but are not limited
to, statements about our estimates regarding th#fisiency of our cash resources, our ability to conercialize and achieve market
acceptance of the INTERCEPT Blood System, the aipiited progress of our research, development andichl programs, our ability to
manage cost increases associated with pre-clinemad clinical development for the INTERCEPT Blood &gm, our ability to obtain and
maintain regulatory approvals of the INTERCEPT BlabSystem, the ability of our products to inactivgitathogens that may emerge in the
future, and our ability to protect our intellectugbroperty and operate our business without infrimgj upon the intellectual property rights
others. In some cases, you can identify forward#owy statements by terms such as “anticipate,” “Wil*believe,” “estimate,” “expect,”
“plan,” and similar expressions intended to idenyisuch forward-looking statements. Forward-lookirsgatements reflect our current views
with respect to future events, are based on assuomgt and are subject to risks and uncertaintiehére can be no assurance that these
statements will prove to be correct. Certain imgont factors could cause actual results to differ maally from those discussed in suc
statements, including our need for additional finamg, whether our pr-clinical and clinical data or data from commercialse will be
considered sufficient by regulatory authorities ggant marketing approval for our products, marketeeptance of our products,
reimbursement, development and testing of additiboanfigurations of our products, regulation by doestic and foreign regulatory
authorities, our limited experience in sales, matkeg and regulatory support for the INTERCEPT Bloo8ystem, our reliance on Fresenius
and third parties to manufacture certain componerdathe INTERCEPT Blood System, incompatibility ofir platelet system with some
commercial platelet collection methods, our neecctimplete certain of our product components’ commiel design, more effective product
offerings by, or clinical setbacks of, our competis, product liability, our use of hazardous matal$ in the development of our products,
business interruption due to earthquake, our limit@perating history and expectation of continuingdses, protection of our intellectual
property rights, volatility in our stock price, led proceedings, and other factors discussed belowt ander the captior“Risk Factors,” in
Item 1A of this Annual Report on Form 1K and in our other documents filed with the Sectieis and Exchange Commission. We discuss
many of these risks in this Annual Report on Forn®-K in greater detail in the section entitled “Ridkactors” under Part I, Item 1A below.
Given these uncertainties, you should not place uadeliance on these forward-looking statementssél forward-looking statements
represent our estimates and assumptions only athefdate of this Annual Report on Form 10-K. Youalid read this Annual Report on
Form 10-K and the documents that we incorporatereyerence in and have filed as exhibits to this Amad Report on Form 10K, completel
and with the understanding that our actual futureesults may be materially different from what we exqb. Except as required by law, we
assume no obligation to update any forward-lookiatatements publicly, or to update the reasons attesults could differ materially from
those anticipated in any forward-looking statemenéven if new information becomes available in thaure.

ltem 1. Business
Overview

We are a biomedical products company focused osldping and commercializing the INTERCEPT Blood t8ysto enhance blood
safety. The INTERCEPT Blood System, which is baseaur proprietary technology for controlling bigloal replication, is designed to
inactivate blood-borne pathogens in donated bla@ydponents intended for transfusion.
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We have worldwide rights for our INTERCEPT Bloods8m for three blood components: platelets, plaasntbred blood cells. The
INTERCEPT Blood System for platelets, or plateledtesm, and the INTERCEPT Blood System for plasmajasma system, have received
CE marks and are being marketed and sold in a nuaflm®untries around the world including thosé&immope, The Commonwealth of
Independent States, or CIS, and the Middle Easts®lldoth the platelet and plasma systems usinglioect sales force and through
distributors.

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 capital marketsintend to complete development activities
for the red blood cell system necessary for paaéndigulatory approval in Europe. We are curreatigducting a Phase 1l recovery and lifes
study and plan to complete that trial and certdéiireoprerequisites before proposing a Phase hiaal trial protocol for the red blood cell
system in support of approval in the United Staféx®se development activities will result in ined research and development expenses in
future periods, and our ability to conduct and ctetgany future clinical trials of the red bloodlsystem to support approval in the United
States is subject to our ability to generate sigfficcash flows from our operations or obtain addgdunding from external sources. In any
event, we will be required to obtain additional itaidn order to complete the development of anthimbany regulatory approvals for the red
blood cell system.

The United States Food and Drug AdministratiorF DA, accepted our proposed modular Premarket Agrapplication, 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&lkeve that the modular approach
increases the likelihood that we will be able teotee any deficiencies identified by FDA earliettlire 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 fo
the plasma system. In February 2013, we also relaatpeeement with the FDA regarding our plateletesyis The FDA indicated that our
existing clinical trial and European haemovigilaega will be sufficient to submit a proposal fanadular PMA submission for the platelet
system without the need to complete additional Phiaglinical trials at this time. The submissiohthe PMA modules for our plasma system,
and potentially for our platelet system, will redsualincreased research and development expengetine periods. Should the FDA require us
to complete any additional clinical trials, ourléhito conduct and complete any additional clihicgls to support approval in the United
States would be subject to our ability to genesatéicient cash flows from our operations or obtadequate funding from external sources
before we initiate any additional trials.

We were incorporated in California in 1991 and cemporated in Delaware in 1996. Our wholly-ownetsidiary, Cerus Europe B.V.,
was formed in The Netherlands in 2006. Informatiegarding our revenue, net loss, and total assethé last three fiscal years can be found
in the consolidated financial statements and rélat#es found elsewhere in this Annual Report ommFb0-K.

Product Development
Background

The INTERCEPT Blood System is designed to broaallgdt and inactivate blood-borne pathogens, sueirases (for example, HIV,
West Nile, SARS, hepatitis B and C), bacteria aaicpites, as well as potentially harmful white bl@ells, while preserving the therapeutic
properties of platelet, plasma and red blood catigfusion products. The INTERCEPT Blood Systenatimates a broad array of pathogens
has the potential to reduce the risk of transfusgated transmission of pathogens for which tgssmot completely effective or is not
currently performed. We believe that the INTERCHB@od System also has the potential to inactivabstmew pathogens before they are
identified and before tests are developed and adamimmercially to detect their presence in donbtedd.

2



Table of Contents

Products, Product Candidates and Development Atitgi

We have worldwide commercial rights for all INTEREEBlood System products. The following table idfégg our products, product
candidates and product development activities heitl turrent status:

Product or Product Under

Development Product or Development Status
INTERCEPT Blood e Commercialized in a number of countries indpdr, the CIS, the Middle East and
System—~Platelets selected countries in other regions around thedworl

» United States: Phase lll clinical trial completsdeking FDA concurrence on modt
PMA submission propos

INTERCEPT Blood » Commercialized in a number of countries indper, the CIS, the Middle East and
System—Plasma selected countries in other regions around thedworl
» United States: Phase Il clinical trials costpl; FDA accepted proposed modular
PMA shell; submission of PMA modules in proc

INTERCEPT Blood » Phase I clinical trial completed in 2010; @epg for initiation of Phase Il clinical
System—Red Blood Cells trials to support CE Mark approval in Europe
» United States: Phase Il recovery and lifesgiady in process arid vitro studies
plannec

INTERCEPT Blood System for Platelets

The platelet system is designed to inactivate bloache pathogens in platelets donated for transfudihe platelet system has received
CE mark approval in Europe and is marketed andisaddnumber of countries around the world inclgdinose in Europe, the CIS, and the
Middle East. Separate approvals for use of INTERCHEPEated platelet products have been obtainedande and Switzerland. In Germany
and Austria, where approvals must be obtained tyithual blood centers for use of INTERCEPT-tregidatelets, several centers have
obtained such approvals. Many countries outsideunbpe accept the CE mark and have varying addit@administrative or regulatory
processes before the platelet system can be madmewially available. In general, these processeasad require additional clinical trials. In
addition to regulatory approvals, some potentiak@mers, may desire to conduct their own clinitadlies before adopting the platelet system.
For example, we have received indication that teen@an Red Cross plans to conduct their own clirtiéals before adopting the platelet
system.

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. In February 2013, we reachegtament with the FDA that our clinical trial andrBpean haemovigilance data will be
sufficient to submit a proposal for a modular PMAgnission without the need to complete additiorredd® Ill clinical trials at this time.
However, FDA has indicated that we will need to aaitrto post-marketing studies. Although FDA hasigaded that no prospective Phase |l
clinical trials are required at this time, the F#ay require us to complete additional Phase Iilicdil trials before approval would be granted.
If additional Phase Il clinical trials are requdréor approval, we will likely only initiate suchials if adequate funding can be secured.

INTERCEPT Blood System for Plasma

The plasma system is designed to inactivate blaydebpathogens in plasma donated for transfusiba.plasma system has received CE
mark approval in Europe and is marketed and sokdrinmber of countries around the world includimgse in Europe, the CIS, and the Middle
East. Separate approvals for use of INTERCEPTécdeplasma products have been obtained in Franc8witderland. In Germany and
Austria, approvals must be obtained by individuabld centers for use of INTERCEPT-treated plasnrae €uch center
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in Germany has received such an approval. Manytoesroutside of Europe accept the CE mark and kamgng additional administrative or
regulatory processes before the plasma systemecaralde commercially available. In general, thesegsses do not require additional clinical
trials. In addition to regulatory approvals, sonoéemtial customers may desire to conduct their olivrical studies before adopting the plasma
system.

We have completed Phase IlI clinical trials of fit@sma system in the United States, reports fochvhiere filed with the FDA during
2005. We have received agreement by the FDA fopoaposed modular PMA submission process for therpa system. We are currently in
the process of submitting the required modules sesng for PMA approval and expect the entire proedh take in excess of one year.
Although we have completed Phase Il clinical i@l various patient populations, the FDA may regsupportive supplemental data collec
in commercial use in Europe, or they may requirtousomplete additional Phase lll clinical tridiefore approval would be granted. We da
yet know if the FDA will require any additional eical trials. If additional clinical trials are reed for approval, we will likely only initiat
such trials if adequate funding can be secured.

INTERCEPT Blood System for Red Blood Cells

The red blood cell system is designed to inactibéted-borne pathogens in red blood cells donatetr&nsfusion. We completed a
series ofn vitro andin vivotests with the red blood cell system, includingcassfully completing recovery and survival studiessasuring red
cell recovery twenty-four hours after transfusibnorder to obtain CE mark approval, we have suteditlinical trial applications to European
regulators for two proposed Phase lll clinicallsjiane for acute anemia patients and the othertfiamnic anemia patients. If the clinical trial
applications are approved, we expect to enroll@rdiuct these Phase 1l clinical trials in Euroging INTERCEPT-treated red blood cells.
We plan on completing a further process validasiartly in Europe prior to commencement of suchdrial

Previously, we terminated Phase Ill clinical tritds acute and chronic anemia for a prior genenatibthe red blood cell system due to
the detection of antibody reactivity to INTERCER®dted red blood cells in two patients in the fidalchronic anemia. The antibody
eventually cleared and the patients had no adverakh consequences. After unblinding the data ftoeroriginal Phase Ill clinical trials, we
found that we had met the primary end-point indlirgical trial for acute anemia. We evaluated théteodies detected and developed process
changes to diminish the likelihood of antibody teaty in red blood cells treated with our modifipdocess. There have been no adverse e
associated with INTERCEPT-treated red blood cellariy of the subsequent studies or trials we hawgteted since modifying the process
used in the red blood cell system. Accordingly,pkan to conduct the planned acute and chronic an@mase 111 clinical trials in Europe using
the modified process, if our clinical trial appliicas are approved by European regulators.

In the United States, the FDA has required us toptete at least an additional Phase Il recoverylié@sban study, that we are currently
conducting, and will likely require at least onal@idnal Phase 11l clinical trial before we woul@ lable to potentially obtain approval for
INTERCEPT-treated red blood cells in the Unitedt&taWe must successfully complete the additiop@dvery and lifespan study along with
certainin vitro studies before the FDA will consider a Phase [Hichl trial protocol submission from us. Even iéware able to reach
agreement with the FDA on a protocol for a Phakeliltical trial evaluating the red blood cell sgst, we would only initiate such a trial if
adequate funding can be secured.

Additional information regarding our interactionghwvthe FDA, and potential future clinical develognt of the INTERCEPT Blood
System in Europe and in the United States can lnedfoinder “ltem 1A—Risk Factors’ of this Annual Report on Form 10-K, under thekris
factor titled “Our products, blood products treated with the INTEHPT Blood System and we are subject to extensguéation by domestic
and foreign authorities. If our preclinical and gical data are not considered sufficient by a coyistregulatory authorities to grant marketi
approval, we will be unable to commercialize ounguicts and generate revenue in that country. Ouestigational red blood cell system
requires extensive additional testing and develapithe
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Information regarding our revenues for the yeadedrDecember 31, 2012, 2011 and 2010 can be foutittim 7—Management'’s
Discussion and Analysis of Financial Condition delsults of Operatio” , and “Item 15(a)—Exhibits and Financial Statement Schedules—
Financial Statement” of this Annual Report on Form 10-K.

INTERCEPT Blood System Technolog

Both our platelet system and plasma system emplogame technology. Platelet or plasma componeiiested from blood donors are
transferred into plastic INTERCEPT disposable &itgl are mixed with our proprietary compound, anmadtas a small molecule compound
which has an affinity for nucleic acid.

The disposable kits are then placed in an illunidmatlevice, or illuminator, where the mixture igpesed to ultra-violet A, or UVA, light.
If pathogens such as viruses, bacteria or paragigepresent in the platelet or plasma componthgsnergy from the UVA light causes the
amotosalen to bond with the nucleic acid. Sincéepdts and plasma do not rely on nucleic acidHerdpeutic efficacy, the INTERCEPT Blo
System is designed to preserve the therapeutitifumof the platelet and plasma components whed ilsbuman transfusions.

The ability of amotosalen to form both cross-litketween strands of nucleic acid and links to singigleic acid strands results in a
strong chemical bond between the amotosalen anauttieic acid of the pathogens. The presence skthends is designed to prevent
replication of the nucleic acid within pathogerféeetively inactivating the pathogens. A high lee¢iinactivation has been demonstrated in a
broad range of pathogens studied by us and othéaddoratory testing. For instance, INTERCEPT hamanstrated inactivation of a numbe
single stranded nucleic acid-based viruses suth\Ashepatitis B, hepatitis C (using a model virudjest Nile, chikungunya, and certain
influenza viruses.

Following the inactivation process, residual amates and by-products are reduced by more than 888agh use of a compound
adsorption device, which is an integrated compooéttie disposable kit. We have performed extensix&ology testing on the residual
amotosalen and its hyroducts and good safety margins have been deratetiAny remaining amotosalen which may be trasesfus rapidl
excreted by humans.

Leukocytes, also known as white blood cells, apéclly present in platelet and plasma componegitsated for transfusion and can
cause adverse transfusion reactions as well afieamfatal disease called graft-versus host disdamekocytes, like pathogens, rely on nucleic
acid for replication and cellular function. The INRCEPT Blood System, with its combination of theoémsalen and UVA light, is designed
inactivate leukocytes in the same manner it inatdis pathogens.

Like the platelet and plasma systems, the red bteticsystem is designed to act by using a smaléoube additive compound to form
bonds with nucleic acid in pathogens that may lesgmt in donated red blood cell collections. Thielleod cell system is designed to preserv
the therapeutic qualities of the red blood cellsiclv like platelets and plasma, do not rely on aeiechcid for their cellular function. The red
blood cell system uses another of our proprietarmounds, S-303. Unlike the platelet and plasmtesys the chemical bonds from383 are
not triggered by UVA light, but instead, by the fgv¥el of the red blood cell components. After migtwith the red blood cell components in
plastic disposable kits, S-303 is designed to tggiceak down into a form that is no longer cherityceeactive with nucleic acid. As with the
platelet and plasma systems, a high level of imatitn in a broad range of pathogens has beenqurelyi demonstrated with the red blood cell
system in the clinical setting.

By treating blood components with INTERCEPT withinlay of collection, the inactivation of bacteriayents bacterial growth that
could create increased risk of inflammatory respasrsdangerous levels of endotoxins. Extensivaadlrtesting has been done on platelet anc
plasma products treated with the INTERCEPT Bloost&wy, as well as post-marketing haemovigilanceiesuaf the treated blood products in
routine use.
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We believe that, due to their mechanisms of actiom platelet system, plasma system, and red ldelbbdystem will potentially inactiva
blood-borne pathogens that have not yet been testedur systems, including emerging and futureas to the blood supply. We do not
claim, however, that our INTERCEPT Blood Systenl imihctivate all pathogens, including prions, atd imactivation claims are limited to
those contained in our product specifications.

Collaborations
Baxter International, Inc., Fenwal, Inc., and Freass Kabi

We collaborated with Baxter International, Inc. Baxter, on the development and commercializatioth® INTERCEPT Blood System
commencing in 1993. We obtained exclusive worldwadmmercialization rights to the red blood cellteys from Baxter in February 2005. In
February 2006, we entered into a restructuringuofagreements with Baxter pursuant to which weinbthexclusive worldwide
commercialization rights to the platelet and plasystems, excluding certain Asian countries whieeecbmmercialization rights had been
licensed to BioOne Corporation, or BioOne. We agoeed to pay Baxter royalties on future INTERCH®od System product sales at
royalty rates that vary by product: 10% of prodsees for the platelet system, 3% of product dalethe plasma system, 5% of product sales
for the red blood cell system, and 6.5% on sald$\0A illuminators. In March 2007, Baxter sold itatsfusion therapies business, the unit of
Baxter that has performed many of the manufactuaimd)supply chain activities related to our relainip with Baxter, to Fenwal, Inc., or
Fenwal, which in turn, has been recently acquing&iesenius Kabi AG, or Fresenius. Fresenius haisnasd Fenwal’s rights and obligations
under our agreements. In this report, referenc&sdsenius include references to its predecessargarest, Fenwal and Baxter.

BioOne

In August 2010, we completed an acquisition ofaiarassets of BioOne, including the commercial@atights that both Fresenius and
we granted to BioOne for both the platelet andmkasystems. Concurrent with the acquisition, Friesesnd we terminated the
commercialization rights that we and Freseniusdradted to BioOne. As a consequence of the terinimadnd pursuant to a pre-existing
agreement with Fresenius, our commercializatiohtsigo the platelet and plasma systems under s 26d 2006 agreements with Fresenius
became worldwide. As consideration for the acquBamDne assets, we relinquished all shares weihdbibOne valued at approximately $0.3
million and issued approximately 1.2 million shaoé®ur common stock to BioOne valued at approxetya$3.4 million, of which
approximately 1.0 million shares were issued attbse of the acquisition on August 24, 2010 amdrémaining 0.2 million shares were iss
six months from the close of the acquisition datd-ebruary 25, 2011.

Investment in Aduro BioTech

In November 2007, we spun-off our former immuno#ipgrbusiness to Anza Therapeutics, Inc., or Anzsrdpeutics. In exchange for
our contribution of tangible and intangible assetdnza Therapeutics, we received preferred stepkesenting an equity interest of
approximately 20% of Anza Therapeutics’ preferrqdiy. We were informed in February 2009 that Aiitberapeutics had ceased operations

In August 2009, we entered into a three-way licaaggeement with Anza Therapeutics and Aduro BioTecliduro, and separate
agreements with each of Anza Therapeutics and Aduhich we refer to collectively as the Assignmagteements. In November 2009, Anza
Therapeutics transferred all of its intellectuadgmrty to Aduro pursuant to the terms of the Assignt Agreements. In exchange for agreeing
to the transfer and relinquishing our shares inaAhkerapeutics and releasing any claims againsh Aherapeutics, we received $0.8 million
in cash, preferred stock representing 10% of Aducapital, and a 1% royalty fee on any future sadsalting from the transferred technology.
To date we have not received any royalty paymenota Aduro pursuant to this agreement. As of Decerthe2012, our ownership in Aduro
was less than 3% on a fully diluted basis. Sinceikéng preferred stock in Aduro, we have carried iovestment in Aduro at zero on our
consolidated balance sheet.
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William Greenman, our President and Chief Execu@¥kcer, is on the Board of Directors of Aduro. MBreenman does not represent
Cerus on Aduro’s Board of Directors.

Manufacturing and Supply

We have used, and intend to continue to use, ffartles to manufacture and supply the devicespdadgle kits and inactivation
compounds that make up the INTERCEPT Blood Systarude in clinical trials and for commercializatide rely solely on Fresenius for the
manufacture of INTERCEPT Blood System disposaltednd on contract manufacturers for the produaifanactivation compounds,
compound adsorption components of the disposatdeakid UVA illuminators used in the INTERCEPT Blo®gstem. We currently do not
have alternate manufacturers for the componergsiiproducts beyond those that we currently rely on

In December 2008, we amended our manufacturingapply agreement with Fresenius. Under the ameadaskment, Fresenius is
obligated to sell, and we are obligated to purchfasished disposable kits for the platelet andspla systems for both clinical and commercial
use. The agreement permits us to purchase plataigplasma kits from third-party manufacturers fted that we meet certain annual
minimum purchase obligations to Fresenius. We @spansible for developing and delivering to Frasgoiur proprietary inactivation
compounds and adsorption media for incorporatitm timne final system configuration. The term of #meended manufacturing and supply
agreement with Fresenius extends through Decemheé03 3, and is automatically renewed for one y@ans, subject to termination by either
party upon thirty months prior written notice, hretcase of Fresenius, or twenty-four months priditem notice, in our case. We and Freseniu:
each have normal and customary termination righ¢iding termination for material breach. We da ocarrently have plans to terminate our
agreement with Fresenius and understand that Russeurrently plans to continue operating underaimended agreement.

Components of compound adsorption devices uselhialpt and plasma disposable kits are manufactyydebrex Corporation, or
Porex. In November 2012, we amended our agreeroettiéd manufacture of such components with Poréactive as of January 1, 2013.
Under the amended agreement, we are obligated éb ceetain annual purchase order requirementstérhe of the amended supply agreen
with Porex extends through December 31, 2014. Wead@urrently have alternate manufacturers vadidéor the manufacture of compound
adsorption devices and may need to either ideatify validate alternate suppliers for the manufaatdicompound adsorption devices or agres
with Porex on either a new or amended supply ageeériVe also have contracts with suppliers of reatemials used to make the compound
adsorption devices, which includes such compargd&ratech Corporation d/b/a Purolite Company, aoke. We entered into the supplier
agreement with Purolite in 2007, which extendsulgftoDecember 2013, and will automatically renewhegar, unless terminated by either
party upon providing at least two year prior writtgotice. We do not currently have plans to tert@rmaur agreement with Purolite and
understand that Purolite currently plans to cortioperating under the agreement.

Pursuant to a contract that we and NOVA BiomedBmaiporation, or NOVA, entered into in September@0MOVA is manufacturing
illuminators for us. The term of the NOVA agreemextends through September 2013 and is automatiealewable for one year terms,
subject to termination by either party upon twalvenths prior written notice. We do not currentlywéalans to terminate our agreement with
Nova upon the initial expiration and understand thava currently plans to continue operating urtleragreement beyond September 2

In September 2011, we amended our manufacturingapmply agreement with Ash Stevens, Inc., or Agv&is, for the synthesis of
amotosalen, the inactivation compound used in Giefet and plasma systems. Under this amende@mgra, we are not subject to minimum
annual purchase requirements. However, if specifiexhtities of amotosalen are not purchased iryaay, we are required to pay a
maintenance fee of up to $50,000 for such yeahédrpast, we have incurred these maintenanceTaeserm of the amended manufacturing
and supply agreement with Ash Stevens extendsghr@ecember 31, 2015 and will
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automatically renew thereafter for a period of fears, unless terminated by either party upon gingiat least one year prior written notice,
in our case, or at least two years prior writtetiagy in the case of Ash Stevens.

We and our contract manufacturers, including Frieseeind NOVA, purchase certain raw materials faradisposable kits, inactivation
compounds, materials and parts associated with congpadsorption devices and UVA illuminators froiimaited number of suppliers. Some
of our suppliers require minimum annual purchaseuwts. While we believe that there are alternagimerces of supply for such materials,
parts and devices, we have not validated or gadlidiny alternate manufacturers. As such, estagjskdditional or replacement suppliers for
any of the raw materials, parts and devices, ifiiregl, will likely not be accomplished quickly anduld involve significant additional costs ¢
potential regulatory reviews.

Marketing, Sales and Distribution

The market for the INTERCEPT Blood System is dondddy a relatively small number of blood collentmrganizations. Many of the
organizations are national blood transfusion ses/imr Red Cross organizations who collect, stodedéstribute virtually all of their respective
nations’ blood and blood component supplies. Thgelst European markets for our products are in @eymFrance, and England.

In Germany, decisions on product adoption are nagd@ regional or blood center-by-blood center hadisile obtaining CE marks allow
us to sell the platelet and plasma systems to bieatkers in Germany, blood centers in Germany stilkbbtain both local manufacturing
approval and national marketing authorization fibi@ Paul Ehrlich Institute before being allowedédl platelet and plasma components
treated with the INTERCEPT Blood System to transigifiospitals and physicians. To date, severaldbtmnters in Germany have received
such requisite approvals and authorizations fopthtelet system and/or the plasma system.

In France, broad product adoption is dependenteentral decision by the Etablissement FrancaiSahg, or EFS, and then on a broad-
based national supply contract being awarded. Il 2@e entered into a two-year contract with th& Eé-supply platelet and plasma
disposable kits. The contract contains two one-yeaewal options and provides for minimum and maximpurchase commitments.

In England, decisions on product adoption are eéiméd in the National Blood Service. We understdrad the National Blood Service
has decided to implement bacterial detection tggtinplatelets before considering pathogen inadtion.

Our ability to successfully commercialize our prothuwill depend in part on the availability of adate reimbursement for product costs
and related treatment of blood components from gowental authorities and private health care insuiiacluding health maintenance
organizations), which are increasingly attemptimgdntain health care costs by limiting both theeekof coverage and the reimbursement rat
for new tests and treatments.

We maintain a wholly-owned subsidiary, Cerus EurBpé., headquartered in The Netherlands, which $estits efforts on marketing
and selling the INTERCEPT Blood System in a nundfeountries in Europe, the CIS, the Middle East aelected countries in other regions
around the world. We also have a small scientffigies group in the United States and The Netheldathat supports the commercialization
efforts.

We have entered into distribution agreements, gdigeyn a geographically exclusive basis, with misttors 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, proeigstomer and technical product support, maintaientories, and adhere to our quality
system in all material respects, among other digs/iAreas where we have entered into geographieatiusive distribution agreements
include certain countries in the CIS, southern pardhe Middle East and Latin America. Our sucéessese regions is reliant on our
distributor’s ability to market and sell our prodsiand to
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maintain and service customer accounts, includifnical service. Our distribution agreements actfar a significant amount of our
revenues and as such, the loss of certain distribbatationships could harm our existing business may impact our growth potential.

Competition

We believe that the INTERCEPT Blood System hasagedompetitive advantages over competing bloosd@athogen inactivation
methods that are either on the market or in devetoyt. The INTERCEPT Blood System is designed ferinslood centers, which allows for
integration with current blood collection, procegsand storage procedures. Certain competing pteducrently on the market, such as sol
detergent-treated plasma, use centralized progetsin takes blood products away from the blooderan order to be treated at a central
facility before being shipped back out to the bl@edters or hospitals for ultimate transfusion.

In Europe, several companies, including Grifols.S@ctapharma AG and MacoPharma Internationaldaveloping or selling
commercial pathogen inactivation systems or sesvicdreat fresh frozen plasma. TerumoBCT, a sidoyiedf Terumo Corporation, has
developed a pathogen inactivation system for blmodiucts and has been issued CE marks for a pathiedaction system for both platelets
and plasma. We understand that TerumoBCT is algelalging a pathogen inactivation system for whdtet. TerumoBCT's product
candidate, if successful, may offer competitiveaadages over our INTERCEPT Blood System. In addlitiodirect competition from other
pathogen inactivation methods, we encounter intlzempetition from other approaches to blood safietsluding methods of testing blood
products for bacterial and viral pathogens. Sonthede indirect competitors have mature, well-dstadd products and more resources than
we have. Further discussion of the major competitorour blood product business can be found ufisen 1A— Risk Factors' of this
Annual Report on Form 10-K, under the risk factatitted “If our competitors develop products superior torumarket their products more
effectively than we market our products, or receagulatory approval before our products, our comered opportunities could be reduced or
eliminated.”

In the United States, should our plasma produetdmoved for use, we would face competition fromta@harma AG who recently
received approval from the FDA to begin sellingtesl fresh frozen plasma, as well as from diagoestd testing companies currently
approved for the detection of pathogens, includiagterial and viral pathogens. Should our plaggetuct be approved for use in the United
States, we would face competition from a numbetiagnostic and testing companies currently apprdoethe detection of pathogens
including bacterial and viral pathogens and may fe@mpetition from other technologies if approved.

In Japan, we understand that TerumoBCTs platelbptasma pathogen reduction product is currentiggpevaluated. Terumo
Corporation is a large Japanese-based, multindtimngoration with more mature products and retatips than we have. Our ability to
commercialize our products in certain markets,igaldrly in Japan, may be negatively affected byufigo’s resources and their pre-existing
relationships with regulators and customers. ShdeldmoBCT’s product be approved for use and coroialézed in Japan, we would likely
directly compete with them and we believe we wdikely either need to establish operations in Japgpartner with a local Japanese
company.

We believe that the primary competitive factorsha market for pathogen inactivation of blood pratdiinclude the breadth and
effectiveness of pathogen inactivation proces$esamount of demonstrated reduction in transfusstated adverse events subsequent to
adopting pathogen inactivation technology, robustref treated blood components upon transfusiag efwse, the scope and enforceabili
patent or other proprietary rights, product vakelative to perceived risk, product supply and mankeand sales capability. In addition, we
believe the length of time required for productdéodeveloped and to receive regulatory and, inrescases, reimbursement approval are also
important competitive factors. We believe that tNREERCEPT Blood System will compete favorably wigspect to these factors, although
there can be no assurance that it will be ablevtead Our success will depend in part on our ghtiitconvince prospective customers of the
benefits
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of and need to adopt pathogen inactivation tectgyodmd specifically our system relative to othehteologies, our ability to obtain and retain
regulatory approvals for our products, and ouritghlid continue supplying quality and effective guts to our customers and prospective
customers.

Patents, Licenses and Proprietary Rights

Our success depends in part on our ability to oljatents, to protect trade secrets, to operateutiinfringing upon the proprietary
rights of others and to prevent others from infitiggon our proprietary rights. Our policy is to keae protect our proprietary position by,
among other methods, filing United States and prgiatent applications related to our proprietaghhology, inventions and improvements
that are important to the development of our bissinAs of December 31, 2012, we owned approxim&@lgsued or allowed United States
patents and approximately 75 issued or alloweddarpatents related to the INTERCEPT Blood Syst@nr. patents expire at various dates
between 2013 and 2027. In addition, we have pendmited States patent applications and have fitgdesponding patent applications under
the Patent Cooperation Treaty. We have a licerme ffresenius to United States and foreign patetdsimg to the INTERCEPT Blood Syste
which expire at various dates between 2015 and.Z@@prietary rights relating to our planned anteptal products will be protected from
unauthorized use by third parties only to the eixtieat they are covered by valid and enforceablenta or are effectively maintained as trade
secrets. The laws of certain foreign countries atgpnotect our intellectual property rights to g@me extent as do the laws of the United St

Seasonality

Our business is dependent on the marketing and eoomization of the INTERCEPT Blood System to omsérs such as blood banks,
hospitals, distributors and other health care pleng that have a need for a pathogen inactivayistes to treat blood products for transfusion.
Since our customers’ needs are not based on séasoTds, seasonality does not have a materiatiedfie our business although purchasing
patterns and inventory levels can fluctuate.

Inventory Requirements and Product Return Rights

The platelet and plasma disposable kits have redewgulatory approval for two-year shelf livetuhinators and replacement parts do
not have regulated expiration dates. We own wofRrircess inventory for certain components of INTERC disposable kits, finished
INTERCEPT disposable kits, illuminators, and certaplacement parts for our illuminators. Our sypiain for certain of these components,
held as work-in-process on our consolidated balaheet, may potentially take over one year to cetegbroduction before being utilized in
finished disposable kits. We maintain an inventeajance based on our current sales projectionsatagach reporting period, we evaluate
whether our work-irprocess inventory would be consumed for produatitimished units in order to sell to existing gospective 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 pidiun 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. e is recorded at the lower of cost,
determined on a first in, first out basis, or mankaue. We use significant judgment to analyze detgrmine if the composition of our
inventory is obsolete, slow-moving, or unsalabld &,equently review such determinations. We relyoandirect sales team and on our
distributors to provide accurate forecasts of salékeir territory. If our forecasts or those afraistributors are inaccurate, we could face
backlog situations or conversely, may produce ard/@n abundance of inventory which would conseash faster than we have currently
planned. Generally, we write-down specifically itiBad unusable, obsolete, sloweving, or known unsalable inventory that has rteraative
use to net realizable value in the period that first recognized, by using a number of factarsluding product expiration dates, open and
unfulfilled orders, and sales forecasts. Any wdtawn of our inventory to net realizable value ekshles a new cost basis and will be
maintained even if certain circumstances suggesttltie inventory is recoverable in subsequent derio
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We sell the INTERCEPT Blood System directly to lmldzanks, hospitals, universities, and governmeaneigs, as well as to distributors
in certain regions. Generally, our contracts witih customers do not provide for open return righkgept within a reasonable time after rec
of goods in the case of defective or non-conforngr@duct.

Customers and Financial Information About Geographc Areas

Our customers are concentrated and consist of lobection organizations, some of which are natl@ed, public and private hospita
and distributors. Distributors that purchase owdprcts and sell to engsers comprise a significant amount of our existialgs. The loss of a
one of these customers would have an adverse impamtr business. The following table illustratesaentration of sales over the past three
years:

Year Ended December 31

2012 2011 2010
Etablissement Francais du Sang 20% 24% 20%
Movaco, S.A. 19% 21% 1%
Delrus Inc. 12% 12% 16%
Service Francophone du Se * * 12%

* Represents an amount less than 10% of productuev

To date, we have not experienced collection diffiea from these customers. For additional detgigut these customers for the years
ended December 31, 2012, 2011 and 2010, as welfasation regarding our net revenues by geog@hocation and location of our long-
lived assets, see Note 18 in the Notes to Congelidginancial Statements under “ltem 15 (axhibits and Financial Statement Schedules—
Financial Statement” of this Annual Report on Form 10-K.

Research and Development Expenses

A significant portion of our operating expenseeeigted to research and development and we intenthintain a strong commitment to
our research and development. We have incurrebtrestearch and development expenses of $7.6 mifiar2 million and $5.2 million for the
years ended December 31, 2012, 2011 and 2010 ctashe. See Note 2 in the Notes to ConsolidatethRcial Statements und“ltem 15(a}—
Exhibits and Financial Statement Sched—Financial Statementsof this Annual Report on Form 10-K for costs amgenses related to
research and development, and other financial imftion for the years ended December 31, 2012, 26d12010.

Government Regulation

We and our products are comprehensively regulatéidel United States by the FDA and by comparableguonental authorities in other
countries.

Our European investigational plan has been bas¢hdeoiNTERCEPT Blood System being categorized as<lll drug/device
combinations under the Medical Device Directivashe MDD, of the European Union. The European dniquires that medical devices
affix the CE mark, an international symbol of adirere to quality assurance standards and compligiticehe MDD. We initially received the
CE mark for our platelet system and separatelpémmplasma system in 2002 and 2006, respectivelywill need to obtain a CE mark
extension in our name from European Union regusafimr both our platelet and plasma systems eveeyyfears. The CE mark for the platelet
system is effective through May 2017 while the Carkrfor the plasma system is effective through Sapier 2016. A separate CE mark
certification must be received for the red blootl sgstem to be sold in the European Union andliriocountries recognizing the CE mark. In
addition, France, Switzerland, Germany, and Ausetpiire separate approvals for INTERCEPT-treateddoproducts.
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The FDA regulates drugs, medical devices and bicéognder the Federal Food, Drug, and Cosmeti@Adtother laws, including, in the
case of biologics, the Public Health Service Adte3e laws and implementing regulations govern, gnotimer things, the development, test
manufacturing, record keeping, storage, labelidgegtising, promotion and pre-market clearanceppraval of products subject to regulation.
The steps required before a medical device maypeoaed for marketing in the United States purstaat PMA include:

» preclinical laboratory and animal tes

» submission to the FDA of an investigational dexégemption for human clinical testing, which mustdme effective before human
clinical trials may begin

» appropriate tests to show the procs safety:

» adequate and wi-controlled human clinical trials to establish theguc’s safety and efficacy for its intended indicatic

* submission to the FDA of a PMA; al

» FDA review of the PMA in order to determine, amanber things, whether the product is safe and gfiedor its intended use

The FDA will require a PMA for each of the INTERCEBystems for platelets, plasma and red blood beltsiuse the FDA considers
INTERCEPT Blood System a biological medical devitlee FDA Center for Biologics Evaluation and Reshaor CBER, is principally
responsible for regulating the INTERCEPT Blood SystHowever, before the FDA determines whethepfwave our blood safety products,
we expect our PMA to be reviewed by the Blood Potslddvisory Committee, or BPAC, an advisory conte@tconvened by and reporting to
the FDA. Should the FDA ask questions to BPAC, wgeet BPAC will answer those questions and makemecendations to the FDA. If
BPAC were to answer FDA questions recommendingnagjapproval of one or more of our products, théRibuld have to take into
consideration the points of concern raised by BP&kich could affect the approval of the products.

In order to support PMAs for the INTERCEPT Bloods&ym for platelet and plasma, we have conductddustypes of studies,
including toxicology studies to evaluate produdesa laboratory and animal studies to evaluatelpob effectiveness and human clinical trials
to evaluate the safety, tolerability and effectiees of treated blood components. We have receivbdi@dzation from the FDA regarding the
outline, order and submission timing for our modydasma PMA. For our platelet and red blood cgdtems, the content, order and
submission timing of the modules must still be appd by the FDA. A modular PMA application cannetdpproved until all modules have
been submitted to, reviewed by and accepted biFEhe

We completed a Phase Il clinical trial of the plat system in the United States in March 2001aadpplemental analysis of data from
this trial in 2005. We submitted this informatidorg with several other modules of our PMA, to Ei2A. 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®tadse Il clinical trials at this time. However, ADas indicated that we will need to com
to postmarketing studies. Although FDA has indicated ti@prospective Phase lll clinical trials are regdiat this time, the FDA may requ
us to complete additional Phase Il clinical tribkfore approval would be granted. If additionaa&hlll clinical trials are required for
approval, we will likely only initiate such trialsadequate funding can be secured.

We have completed Phase Il clinical trials of til@sma system in the United States, reports fochvhiere filed with the FDA during
2005. We have received agreement by the FDA fopthposed modular PMA submission process for taemph system. Under the modular
PMA process, sections, or modules, of the PMA alerstted at different times and the compilatioriredse sections or modules become a
complete PMA. We are currently in the process bhsitting the required modules necessary for PMArapg and expect the entire
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process will take in excess of one year. Althoughhave completed Phase 1l clinical trials in vasgatient populations, the FDA may req!
supportive supplemental data collected in commkusia in Europe, or they may require us to comeitional Phase 11l clinical trials,
before approval would be granted. We do not yetkiidche FDA will require any additional clinicafials. If additional clinical trials are
required for approval, we will likely only initiateuch trials if adequate funding can be secured.

The FDA inspects the facilities at which produats manufactured and will not permit clinical stugligith a product or approve a prod
unless compliance with current Good ManufacturirgcBce or Quality System Regulation requiremestsatisfactory. The facilities of the
principal third-party suppliers that manufacture products are not currently FDA-qualified for timanufacture of our products.

In addition to regulating our blood safety produ@BER also regulates the blood collection cerdasthe blood products that they
prepare using the INTERCEPT Blood System. If owdpicts were to be approved by the FDA, US-baseabbtenters will be required to
obtain site-specific licenses prior to engagingnterstate transport of blood components processed) the INTERCEPT Blood System. Any
delay in obtaining these licenses would adversalyaict our ability to sell products in the Unite@tss.

We believe that, in deciding whether the INTERCHRGod System is safe and effective, regulatory auities have taken, and are
expected to take, into account whether it adverafigcts the therapeutic efficacy of blood compda&s compared to the therapeutic efficacy
of blood components not treated with the systentaam human clinical studies must demonstratesttiety of treated blood components
their therapeutic comparability to untreated blocothponents. In addition, regulatory authoritied wigigh the system’s safety, including
potential toxicities of the inactivation compounéad other risks against the benefits of usingststem in a blood supply that has become
safer. We have conducted many toxicology studisggded to demonstrate the INTERCEPT Blood Systesafsty. There can be no assurance
that regulatory authorities will not require furthexicology or other studies of our products. Bhea discussions with the FDA and European
regulatory authorities, we believe that data oniyrf laboratory and animal studies, not data fromméa clinical studies, will be required to
demonstrate the system’s efficacy in inactivatiathpgens. In light of these criteria, our clinitriédl programs for the INTERCEPT Blood
System consist of studies that differ from typieabse I, Phase Il and Phase Il clinical studies.

The INTERCEPT Blood System for red blood cells finézal and clinical studies have been conductedguprototype system
disposables and devices. In addition to the clirité@s, a number of manufacturing and validatamtivities must be completed before we cc
sell the red blood cell product.

Further discussion of our regulatory and clinicalltstatus can be found in under “Item 1ARisk Factors' of this Annual Report on
Form 10-K, under the risk factor titletDur products, blood products treated with the INNEEPT Blood System and we are subject to
extensive regulation by domestic and foreign adities: If our preclinical and clinical data are naebnsidered sufficient by a country’s
regulatory authorities to grant marketing approvade will be unable to commercialize our productd generate revenue in that country. Our
investigational red blood cell system requires egtee additional testing and development.”

Health Care Reimbursement and Reform

Our ability to commercialize our products succelbgfwill depend in part on the extent to which appriate reimbursement levels for the
cost of the products and related treatment ardra@mtaThe recent United States healthcare refotrarat ongoing cost saving efforts in the
United States and in other regions of the world imaye an impact on our ability to profitably comuialize the INTERCEPT Blood System
the United States and elsewhere. For instancdahkth care reform in the United States has pldoschward pressure on the pricing of
medical products and has introduced new taxatiomedical devices which could further impact ourfpprmargins if we were to gain FDA
approval to begin selling our products in the UshiBtates. Should we receive FDA approval to begiiing our products in the United States,
recently
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passed legislation surrounding health care refoay impose a 2.3% excise tax on the sale of ourymtsdregardless of our profitability. This
excise tax could reduce any potential operatindjtsror require us to pass on the cost to our custs.

Employees

As of December 31, 2012, we had 85 employees, 2fhofn were engaged in research and developmer@@irdselling, general and
administrative activities. Of the 60 employees g@aghin selling, general, and administrative adtsgit29 were employed by our European
subsidiary, Cerus Europe B.V. None of our employaescovered by collective bargaining agreemenis vée believe that our relationship
with our employees is good.

Available Information

We maintain a website atww.cerus.comhowever, information found on our website is imabrporated by reference into this report.
make available free of charge on or through oursitelour annual report on Form 10-K, quarterly repon Form 10-Q, current reports on
Form 8-K and amendments to those reports filediori$hed pursuant to Section 13(a) or 15(d) ofSkeurities Exchange Act of 1934, as
amended, or Exchange Act, as soon as reasonalaiycatzie after we electronically file such materidth, or furnish it to, the Securities
Exchange Commission.

Financial Information

Our financial information including our consoliddtbalance sheets, consolidated statements of apesatonsolidated statements of
comprehensive loss, consolidated statements dflsdtders’ equity, consolidated statements of céshid, and the related footnotes thereto,
can be found under “ltem 15-Exhibits and Financial Statement ScheddlgsPart IV of this Annual Report on Form 10-K.

Item 1A. 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 resuttoperations could be harmed. These
risks should be read in conjunction with the otimformation set forth in this report. The risks amucertainties described below are not the
only ones facing us. There may be additional rfaked by our business. Other events that we dourogntly 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 broadrkes adoption.

In order to increase market adoption of the INTERTHBIlood System, we must address issues and cantem 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 somegssiag 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 countsc(ading to a measurement called “correctec
count increment”) and may be more effective thangfusion of INTERCEPT-treated platelets. Althogghtain studies demonstrate that
INTERCEPT-treated platelets retain therapeutic fiomccomparable
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to conventional platelets, customers may choos¢onadopt our platelet system due to consideratielading to corrected count increment or
efficacy.

The INTERCEPT Blood System does not inactivat&mdiwn pathogens, and the inability of the INTERCHERd0d 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 not demonstrated ¢
high level of inactivation for human parvovirus B;which is also a non-lipid-enveloped virus. Altighn we have shown high levels of
inactivation of a broad spectrum of lipid-envelop@aises, some customers may choose not to adopiroducts based on considerations
concerning inability to inactivate, or limited ina@tion, of certain non-lipid-enveloped virusegn#arly, although our products have been
demonstrated to effectively inactivate spore-fomgricteria, our products have not shown to be &ffe inactivating bacterial spores once
formed. In addition, our products do not inactivat®ns since prions do not contain nucleic acidhilé/transmission of prions has not been a
major problem in blood transfusions, and we areangre of any competing products that inactivatens:; the inability to inactivate prions
may limit market adoption of our products. Furthers due to limitations of detective tests, we caraxclude that a sufficient quantity of
pathogen or pathogens may still be present inadtitm which could present a risk of infection fte 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 &m vitro test was not generally available or not well-esshigld, we conducted 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 vivostudies 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 relialipfirm pathogen inactivation, whether or not dileetttributable to the INTERCEPT
Blood System, customers may refrain from purchasiiegoroducts. In addition, there is a risk thatHer 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, ortbihegtparties. In many cases, due to the struaifitee blood products industry, we have little
control over budget and reimbursement discussiwshih 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 pathog®it 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 Markaisg 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 pecvddoption in key European countries has and malyd future be adversely affecting,
market adoption of the INTERCEPT Blood System.
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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 those
geographies. The market for pathogen inactivaty@tesns in the United States is highly concentratetidominated by a small number of
blood collection organizations. In many countrie$\festern Europe and in Japan, various nationalhi@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, France Eargland. In Germany, decisions on product adagitd subsequent reimbursement are
made on a regional or even blood centeblned center basis, but depend on both local agsand centralized regulatory approvals from
Paul Ehrlich Institute, or PEI. Product characterssrelating 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 andpla have received in-country regulatory approvdlr@mbursement rates have been
established in France, adoption throughout Fraasebken limited to certain blood centers. Decisammnproduct 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 understaatdthe 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 makingaeeproduct configuration changes in
order to allow the INTERCEPT Blood System to intggrwith the collection platforms of the Japaneed Rross, which may be
technologically or economically infeasible for wsdo.

We expect to continue to generate losses.

We may never achieve a profitable level of operati®ur development and selling, general and adtnative 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 paydrghwmay reduce or altogether eliminate our grosfitpon 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 saasmiikely 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 adopittbich may never occur. We expect to incur addalaesearch 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 perigthgwhich 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 Stiasessalso 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
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passed legislation surrounding health care refoay impose a 2.3% excise tax on the sale of ourymtsdregardless of our profitability. This
excise tax could reduce any potential operatindjtsror require us to pass on the costs to ourocnsts.

Adverse market and economic conditions may exacéglertain risks affecting our busines

Sales of our products are dependent on purchasicigidns and/or reimbursement from government healtinistration authorities,
distribution partners and other organizations. Assallt of adverse conditions affecting the glal@mnomies and credit and financial markets,
including the current sovereign debt crisis in @@rtountries in Europe and disruptions due tatipaliinstability 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 theailvstability and suitability of the Euro as agl@ currency given the economic and political
challenges facing individual Eurozone countriesni@wming deterioration in the creditworthiness afr&zone countries, the withdrawal of one
or more member countries from the European Uniothefailure of the Euro as a common Europeareaas 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 extenségaulation 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 ouopiucts 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&t and by foreign regulatory bodies. These réigusare wide-ranging and govern, among
other things:

» development

» testing;

* manufacturing

» labeling;

» storage

e pre-market clearance or approv

+ sales and distributiot

+ use standards and documentat

e pos-launch surveillance

e quality;

* advertising and promotion; at

* reimbursement

Our products must satisfy rigorous standards aftgafnd efficacy and we must adhere to qualitydseats regarding manufacturing and
customer-facing business processes before the FidAnéernational regulatory authorities can apprinan for commercial use. For our
product candidates, we must provide the FDA aretivational regulatory authorities with preclinicéinical and manufacturing data
demonstrating that our products are safe, effeandin compliance with government regulations f=the products can be approved for
commercial sale. The process of obtaining FDA ahérorequired regulatory approvals is expensiveeunin and typically takes a number of

years. We may continue to encounter significanayliebr excessive costs in our efforts to securessery approvals or licenses, or we may
be successful at all.
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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 marketegptance, 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 stddigys in reaching agreement on acceptable clistoaly agreement terms with prospective
clinical sites, delays in obtaining institutionalview board, minstery of health or ethical comneits@proval to conduct a study at a prospectivi
clinical site and delays in recruiting subjectpésticipate in a study. Each of these factors lkdas@ely impacted our ability to initiate our
planned European Phase Il trials of the red bloeltisystem. Significant delays in clinical testiomuld materially impact our clinical trials.
Criteria for regulatory approval in blood safetdiications are evolving, reflecting competitive adlg@s in the standard of care against which
new product candidates are judged, as well as angungarket needs and reimbursement levels. Clinigdldesign, including enrollment
criteria, endpoints and anticipated label claimesthus subject to change, even if original objedigare being met. As a result, we do not know
whether any clinical trial will result in marketa&bproducts. Typically, there is a high rate ofufegl for product candidates in preclinical studies
and clinical trials and products emerging from angcessful trial may not reach the market for seweazars.

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 associatethwnrolling qualified patients. Consequently, waynhe unable to recruit suitable patients
clinical trials on a timely basis, if at all. Wergat 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 duringiaicél trial could cause a preclinical study or
clinical trial to be repeated, require other stad@be performed or cause a program to be teradnaven 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
to conduct toxicology studies for the red blood sgbtem throughout the product development prodsisany time, the FDA and other
regulatory authorities may require further toxigptar other studies to further demonstrate our petsl safety, which could delay
commercialization. In addition, the FDA or foreigrgulatory 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 otheutapry authorities are likely to weigh t
potential risks of using our pathogen inactivawaducts 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 a post-marketing clinical
study, which can involve significant expense. Ottegulatory authorities outside of the United Statey also require such post-marketing
studies. Governments or regulatory authorities imgyose new regulations or other changes or we rispder that we are subject to
additional regulations that could further delayoeclude regulatory approval and subsequent adopfiour potential products. We cannot
predict the adoption, implementation or impactaferse governmental regulation that might ariseffoture legislative or administrative
action.

Outside the United States, regulations vary by trguimcluding 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,
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China, Taiwan, South Korea, Vietnam, Thailand, Sirdjapore and elsewhere, may require, among ateirements, that our products be
widely adopted commercially in Europe or approvgdhe FDA before they are considered for approval.

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 tdrolthe inactivation of particular pathogens onlyttie 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.

In addition to the regulatory requirements applieab us and to our products, there are regulatuuirements in several countries
around the world, including the United States, Gamnmn 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 apprieease supplements from the appropriate regulaathorities in each country before
making available blood products processed withpatinogen inactivation systems to hospitals andtwsing physicians. Our customers may
lack the resources or capability to obtain suchulagry approvals. These requirements or regulattatays 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 appitinadicould provide further delay or deter themmfrasing our products. The regulatory
impact on potential customers could slow or lirh@ 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 outausers may also be required to conduct additicesdlrtg 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 PMAtie FDA before the platelet product would be cdestd for approval by the FDA.
The content, order and submission timing of PMA oied must be approved by the FDA, and a modular Rigiglication cannot be approved
until all modules have been submitted to, revielwg@dnd 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 wiilhiety days of the previous module.

We completed a Phase Il clinical trial of the plat system in the United States in March 2001aadpplemental analysis of data from
this trial in 2005. We submitted this informatidorg with several other modules of our PMA, to Ei2A. In February 2013, we reached
agreement with the FDA that our clinical trial d&dropean haemovigilance data will be sufficienstibmit a proposal for modular PMA
submission without the need to complete additi®tadse Il clinical trials at this time. However, ADas indicated that we will need to com
to postmarketing studies. Although FDA has indicated ti@prospective Phase lll clinical trials are regdiat this time, the FDA may requ
us to complete additional Phase Il clinical tribkfore approval would be granted. If additionaa&hlll clinical trials are required for
approval, we will likely only initiate such trialsadequate funding can be secured.
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Plasma System

In 2006, we obtained a CE mark approval (extende&2DiL1) 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, weusrcustomers may be required to perform additichiaical studies or submit manufacturi
and marketing applications in order to obtain ratpry approval.

We have completed Phase IlI clinical trials of fit@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 regsupportive 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 clinicallgj@ur ability to conduct and complete any addiiloclinical 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 a¢ onmore of our products, the FDA is not requi@ddopt BPAC’s recommendation.
If BPAC were to answer FDA questions recommenduygjrast 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.

Red Blood Cell System

In 2003, we terminated Phase llI clinical trialgksating a prior generation of the red blood cgditem in acute and chronic anemia
patients. The trials were terminated due to thedatiein of antibody reactivity to INTERCERTeated red blood cells in two patients in the I8
1l clinical trial for chronic anemia. Although thentibody reactivity was not associated with anyesise events, we developed process change
designed to diminish the likelihood of antibodyatbaty in red blood cells treated with our moddigrocess. In a subsequent Phase | clinical
trial to evaluate recovery and survival of treated blood cells with the modified process that migdted in the fourth quarter of 2008, there
were no adverse events reported. Based on thégésurh that trial, we plan to conduct Phase liickl trials in Europe using the modified
process in patients with acute and chronic anefmay clinical trial applications are approved Byropean regulators. However, we cannot
assure you that the adverse events observed tarthenated Phase Ill clinical trials of our red ddiocell system will not be observed in any
future Phase lll clinical trials of our red blooéllcsystem. In addition, although the unblindedadabm our 2003 Phase Il clinical trial of the
red blood cell system for acute anemia patienteated that the primary endpoint had been met,ammot assure you that the same result will
be observed in any potential future Phase Il chihtrials using our modified process.
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In March 2012, we submitted a proposed clinicall forotocol 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 submittedde FDA prior to any initiation of the proposetase 1l clinical trial.

We plan to initiate Phase Ill clinical trials ofrored blood cell system for acute anemia patientsseparately, chronic anemia patient:
Europe if the proposed clinical trials are accefgduropean regulators, which we cannot assurengiboccur. We expect to conduct a
further process validation study in Europe prioceonmencement of such trial for chronic anemiagpds$i. Such studies, including the studies
required by the FDA prior to its review of the posed United States Phase 1l clinical trial protpcould prolong development of the red
blood cell system, and we do not expect to receiseregulatory approvals of our red blood cell sgstor a number of years, if ever.
Significantly lower lifespan for INTERCEPT-treategd blood cells compared to non-treated red bladid enay limit our ability to obtain
regulatory approval for the product. We understinad while the planned acute anemia Phase Illddirial in Europe may be sufficient to
receive CE mark approval in Europe if the resuléspositive, a successful outcome in the plannes@®Hil chronic anemia clinical trial in
Europe would also be required for our red bloodl edtem to achieve market acceptance. In additientrials may need to be supplemented
by additional, successful Phase Il clinical tritds approval in certain countries in Europe, intthg France and Germany. These additional
Phase Il clinical trials would likely need to denstrate equivalency of INTERCEPT-treated red bloelts compared to conventional red
blood cells. A number of trial design issues thmtld impact efficacy, regulatory approval and madezeptance will need to be resolved prior
to the initiation of further clinical trials. We Walso need to complete a numbeiirotitro studies, finalize development of the final commal
configuration of the red blood cell system and nfacture and validate sufficient quantities of thaf red blood cell system prior to receiving
any regulatory approvals in Europe or the Unitete®t Many of these activities will require capliayond that which we currently have, and
we will be required to obtain additional capitaldrder to complete the development of and obtajnragulatory approvals for the red blood
cell system. If we are unsuccessful in advancingpdified red blood cell system through clinicahtsi resolving process and product design
issues or in obtaining subsequent regulatory aiseand acceptable reimbursement rates, we may realeze a return on our research and
development expenses incurred to date in the wabltell system program. Regulatory delays canrabsrially impact our product
development costs. If we continue to experiencaydein testing, conducting trials or approvals, pnaduct development costs will increase.

We have limited experience operating a global comamd 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, marketilistribution, 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 plataligplasma 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 lif 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 digs/iWhile our contracts generally require disttdrs to exercise diligence, these distributors
may fail to commercialize the INTERCEPT Blood Systa their respective territories. Our distributonay fail to sell product inventory they
have purchased from us to end customers or magamipeting products ahead of or in conjunction WWRERCEPT. Initial purchases of
illuminators or INTERCEPT disposable kits by thésied parties may not lead to follow-on purchaskplatelet and plasma systems’
disposable kits. We have limited visibility intoetidentity and requirements of blood banking custienthese distributors may have.
Accordingly, we may be unable to ensure our digtobs properly maintain illuminators sold or prowiguality technical services to the blood
banking customers to which they sell. A concenttaiember of distributors collectively comprise gréficant portion of our overall product
revenues. Accordingly, our product revenues magidwersely impacted with the loss of one or morthe$e distributors. In certain cases, our
distributors hold the regulatory approval to sSITERCEPT for their particular geography. The lokthese distributors would require us to
negotiate a transfer of the applicable regulatpravals to us which may be difficult to do in mély manner, or at all, which may adversely
affect our product revenues. Agreements with osiriutors typically require the distributor to mtiin quality standards that are compliant
with standards generally accepted for medical dsvitVe may be unable to ensure that our distribuitar compliant with such standards.
Distributors may irreparably harm relationshipshatiical existing and prospective customers andstanding with the blood banking
community in general. Although our agreements with distributors generally require compliance wibal anti-corruption laws and the U.S.
Foreign Corrupt Practices Act, we have limited it control the actions of our distributors tosere they are in compliance. Noncomplianc
by a distributor could expose us to civil or crimlitiability, fines and/or prohibitions on sellirmyir products in certain countries. We may have
little recourse, short of termination, in the evéTet a distributor fails to execute according o expectations and contractual provisions.

Our manufacturing supply chain exposes us to sigaint risks.

Fresenius has agreed, through a manufacturingupplysagreement 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 yeangeFresenius may terminate the manufacturing apglg agreement, provided that
Fresenius naotifies us with at least thirty montlistten notice prior to termination. Fresenius is sole supplier for the manufacture of these
products. Fresenius may fail to manufacture an aategsupply 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.

We also have contracts with independent suppliectjding Ash Stevens Inc., or Ash Stevens, forttemufacture of amotosalen, our
proprietary compound for inactivating pathogensiggiur platelet and plasma systems; Porex Corporadr Porex, for the manufacture of
components of the compound adsorption devices insear platelet and plasma systems; and NOVA BidoadCorporation, or NOVA, for
the manufacture of
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illuminators and certain components of the INTERTHPod System. These independent suppliers arsaarsuppliers for such compone

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 quantititarotosalen 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 sqiplgr for such components
the compound adsorption devices. We are subjestrtain minimum annual purchase requirements uodeagreement with Porex and are
required to compensate Porex if we do not meet sunlmum annual purchase requirements. We also bangacts with other companies v
are our sole suppliers of raw materials used toentaknpound adsorption devices, which includes soafipanies as Brotech Corporation d
Purolite Company, or Purolite. Our supplier agreetmwégth Purolite extends through December 2013, witicautomatically renew each year.
Purolite may terminate the supplier agreement piexvithat Purolite notifies us in writing at leagbtyears in advance. Our agreement with
NOVA, which manufacturers our illuminators, extertidough September 2013 and is automatically rebnar one year terms, but may
terminated by NOVA on at least twelve months’ prigitten notice.

Facilities at which the INTERCEPT Blood Systemtsrdomponents are manufactured may cease operétiopieanned or unplanned
reasons, causing at least temporary interruptiossipply. Even a temporary failure to supply adégjnambers 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 subsigrdirakole 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 suppijne INTERCEPT Blood System or
components from Fresenius and others is uncer@may 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 nteeistomer 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 desigcomponent changes. Future supply of
illuminators is limited to availability of componexn 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 illuminatous,ability to keep existing customers or sigmeg 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 amghonents thereof, have not been
FDA-approved for the manufacture of our produatsorder to be used in clinical studies or solchia tnited States, our products would be
required to be manufactured in FDA-approved faesitFDA approval for the manufacture of INTERCERRgther owned by Fresenius or by
other parties, may be costly and time-consuming.

If we attempt to establish alternate manufactureeswill need to transfer know-how relevant to thanufacture of the INTERCEPT
Blood System; however, certain of Fresenius’ matermanufacturing
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processes and methods are proprietary to Freséliiisnay be unable to establish alternate sourcespyily to Fresenius, NOVA, or other
suppliers without having to redesign certain eleimefithe platelet and plasma systems. Such redeséy be costly, time consuming and
require further regulatory review and approval&senius is not obligated to provide support forettggment and testing of improvements or
changes we may make to the INTERCEPT Blood Systéenmay be unable to identify, select, and qualifghrsmanufacturers or those third
parties able to provide support for developmenttasting activities on a timely basis or enter ibmtracts with them on reasonable terms,
all. Moreover, the inclusion of components manufeed by new suppliers could require us to seek orewpdated approvals from regulatory
authorities, which could result in delays in proddelivery. We may not receive any such requirepita@ory approvals.

Raw materials, components or finished product na@ynmeet specifications or may be subject to otloeiconformities. In several
instances over the past two years, nonconforniitiesrtain component lots have caused delays irufaaturing of INTERCEPT disposable
kits. Non-conformities can increase our expensedsaduce 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 ir@pardamage to our customer
relationships. Later discovery of problems withraduct, manufacturer or facility may result in déial restrictions on the product,
manufacturer or facility, including withdrawal dfe product from the market. We are subject to résic costs of product recall, which include
not only potential out-of-pocket costs, but alstepdial 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 biiégiesut 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 sufzppietential liability in the event of non-
performance may not be sufficient to compel thepigpto continue to act in conformity with our @agments. Our product supply chain
requires us to purchase certain components in mimmuantities 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 cycleglvhould lead to inefficient use of cash or
may impair our ability to supply customers with guat.

We may encounter unforeseen manufacturing diffiesifivhich, at a minimum, may lead to higher thaticgrated costs, scrap rates,
manufacturing overhead variances or delays in nauifing products. In addition, we may not receineely or accurate demand information
from distributors or may not accurately forecasnhdad 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 acapé costs, and in sufficient quantities, we
may incur delays, shortfalls and additional expeneenon-compliance with certain public tendersolwvimay 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 untb#hip product to customers prior to the expiratbthe product shelf life, which would
require that we destroy or consume the outdateghitory in product demonstration activities. Prodexqtiration may in turn lead to elevated
product demonstration costs or reduced gross n&rgin

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, physictagalthcare providers or other potential purchee€pur products. These laws are often
broadly written, and it is often difficult to
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determine precisely how these laws will be appleéedpecific circumstances. For example, withinEueopean Union, the control of unlawful
marketing activities is a matter of national laweich of the member states. The member statee &utopean Union closely monitor
perceived unlawful marketing activity by companig could face civil, criminal and administrativenstions if any member state determines
that we have breached our obligations under itiomallaws. Industry associations also closely nwrthe activities of member companies. If
these organizations or authorities name us as gdveached our obligations under their regulatiomgs or standards, our reputation would
suffer and our business and financial conditionad e adversely affected.

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 is@ldwide trend to strengthen anticorruption laamsl 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 necessamgomply 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 scrt
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 regitetelets may be collected from a
single donor by apheresis using an automated tiolflemachine. Apheresis devices currently usetiénUnited States and European markets
differ, among other characteristics, in their apito collect platelets in reduced volumes of plasilatelet 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 solutionseddtitersol and SSP+, and for platelets
suspended in plasma. In addition, Fresenius istbkisive manufacturer of Intersol and MacoPharfraSP+, both widely-used platelet
additive solutions. Many of our customers and pecsige 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 Uniteat&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 performitiigal 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 activitiesdraatease our costs significantly and r
not be successful.

Other manufacturers supplying blood component cttia platforms to the market may resist our effaa make the INTERCEPT Blood
System compatible with their platforms and may hemmpeting pathogen inactivation technologies. iAitg compatibility with collection
platforms manufactured by others may require adiapto either the INTERCEPT Blood System or t® tbllection platforms, which may be
difficult to
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engineer, expensive to implement and test, requiditional clinical trials, cause delays in regatgtapproval and/or be commercially
unattractive to pursue. These development acthitit increase our costs significantly and may betsuccessful. Market acceptance of the
INTERCEPT Blood System may be delayed until theesygeceives regulatory approval for use on subbragquipment, 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.
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These alternative strategies may be more effeativactivating certain types of pathogens fromool@roducts, including certain non-lipid-
enveloped viruses, such as hepatitis A virus, whiahproducts have not demonstrated an abilitpastivate, or human parvovirus B-19,
which is also a non-lipid-enveloped virus, for whigur products have not demonstrated a high Iehviebativation. While studies have
demonstrated that our products can effectivelytinate a broad spectrum of pathogens in blood corapts, market adoption of our products
may be reduced if customers determine that conmpgtiproducts inactivate a broader range of pathsdleat are of particular interest to the
transfusion medicine community. In addition, custéosnand prospective customers may believe thatamupetitors’ products are safer or more
cost effective than INTERCEPT Blood System product&urope, several companies, including Grifals.SOctapharma AG and
MacoPharma International, are developing or seltiognmercial pathogen inactivation systems or sesvio treat fresh frozen plasma.
TerumoBCT, a subsidiary of Terumo Corporation, éhegeloped a pathogen inactivation system for bjmoducts and has been issued CE
marks for a pathogen reduction system for bottef#td and plasma. We understand that TerumoBCISasdeveloping a pathogen inactivat
system for whole blood. TerumoBGTproduct candidate, if successful, may offer cditipe advantages over our INTERCEPT Blood Sys'
Terumo Corporation is a large Japanese-based,matidthal corporation with more mature products amldtionships than we have. Our ability
to commercialize our products in certain markesstipularly in Japan, may be negatively affected’byumo’s resources and their pre-existing
relationships with regulators and customers. ShdeldimoBCT’s product be approved for use and coroialézed in Japan, we would likely
directly compete with them and we believe we wdiklelly either need to establish operations in Jagrapartner with a local Japanese
company.

Octapharma AG recently received FDA approval tbtsehted fresh frozen plasma for certain indiaadiand will likely be
commercialized ahead of our own plasma productidatel Should Octapharma enter into exclusive agee¢s with key customers, our
plasma product candidate, should it receive appiowhe United States, may encounter market rastst and have a more limited market into
which we can sell.

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

New methods of testing whole blood for specifichoatens have been approved by the FDA and in Euaspleave tests for bacteria in
platelets. Other companies are marketing rapidytpaficare bacterial tests, and developing syntH@ttiod product substitutes and products to
stimulate the growth of platelets. Development emchmercialization of any of these or other relatsdhnologies 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 ouwrduarcts 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 inhererthe testing and marketing of medical devié¥s. may be liable if any of our produ
cause injury, illness or death. Although we wilveaompleted rigorous preclinical and clinical safesting prior to marketing our products,
there may be harmful effects caused by our prodhetswe are unable to identify in preclinical inical testing. In particular, unforeseen, r
reactions or adverse side effects related to lengruse of our products may not be observed ungtiptoducts are in widespread commercial
use. Because of the limited duration and numb@aténts receiving blood components treated wighliTERCEPT Blood System product:
clinical trials, it is possible that harmful effsatf our products not observed in preclinical aliniaal testing could be discovered after a
marketing approval has been received. For exaripigses where we have obtained regulatory appforalur products, we have
demonstrated pathogen inactivation to specifiedlbased on well-established tests. However, ibare way
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to determine, after treatment by our products, twrebur products have completely inactivated athefpathogens that may be presentin k
components. There is also no way to determine venethy residual amount of a pathogen remains iblihed component treated by our
products and there is no way to exclude that sestdual amount would be enough to cause disedbe tnansfused patient. For ethical
reasons, we cannot conduct human testing to deterwiiether an individual who receives a transfusiosm blood component containing a
pathogen that was inactivated using the INTERCERD® System might show positive results if test@dahn antibody against that pathogen.
While we believe, based on the clinical experiesfceur scientists, that the level of inactivatedhpgens would likely be too small to induce a
detectable antibody response in diagnostic tegs;amnot exclude that a transfused patient mighw ghositive results if tested for an antibody
against that pathogen. We could be subject toimdtam a patient that tests positive, even thotlgh patient did not contract a disease.

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

Our research and development activities involvectirgrolled use of hazardous materials, includiegain hazardous chemicals,
radioactive materials and infectious pathogendgh siscHIV and hepatitis viruses. Although we belithat 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, eeeld 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 andkivioy capital investments associated
with commercializing the INTERCEPT Blood Systemstsoassociated with the modular PMA submissiongsedor the plasma system, cost
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 associatbdolaitning 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 taboltative arrangements with partners, augmentedsly 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 @pigquirements for at least the next twelve marfhsur assumptions prove to be incorrect,
could consume our available capital resources sabae we currently expect, which could adverséiigca the commercialization and clinical
development activities.

We have borrowed and in the future may borrow &mttil capital from institutional and commercial kany sources to fund future
growth outside of our credit agreement with ConeBank, as described below, on terms that may diectastrictive covenants, including
covenants that restrict the operation of our bissinkens on assets, high effective interest ratelsrepayment provisions that reduce cash
resources and limit future access to capital marketaddition, we expect to continue to opportticédly seek access to the equity capital
markets to support our development efforts andatfmers, including pursuant to our Controlled Equitifering
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Sales Agreement with Cantor Fitzgerald & Co., @& @antor Agreement, or otherwise. To the exteritwigaraise additional capital by issuing
equity securities, our stockholders may experieutestantial dilution. To the extent that we raidditional funds through collaboration or
partnering arrangements, we may be required toqeish some of our rights to our technologies gints to market and sell our products in
certain geographies, grant licenses on terms tkatat favorable to us, or issue equity that maguizstantially dilutive to our stockholders.

The disruptions to the global credit and finana@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 commercializatiotivit®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, 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.

Historically, we have received significant awandsunding under cooperative agreements with the Bwwhe 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 plansdrous organizations within the federal
government, including the United States Congreks.deneral 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 governige@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 for an aggregate borrowingpoto $12.0 million, comprised
of a growth capital loan of $5.0 million and a farda based revolving line of credit of up to $7.0liom. Under the credit agreement, we have
borrowed $5.0 million and had $3.2 million outstamgdas of December 31, 2012, from the revolving lifi credit under the credit agreement.
The credit agreement is secured by all our cuimadtfuture assets, except for intellectual propanty 35% of our investment in our subsidi:
Cerus Europe B.V. The credit agreement requirgsabacomply with certain customary and routine ewams, including the requirement to
maintain a minimum cash balance of $2.5 million andieve minimum revenue levels, which are measm@uthly based on a six-month
trailing basis and must be at least 75% of thegstablished future projected revenues for therggix-month period. If we are unable to
comply with the covenants in the credit agreemitaet/ender may call the note, which would requsdairepay the principal of the note soone
than we have anticipated, and if we are unableyoback the principal at such time, the lender wdnd allowed to liquidate collateralized
assets. This in turn, would significantly harm business.

Our operations may not reach the levels needecett the scheduled repayment obligations of our. dielve are unable to meet the
scheduled repayment obligations of our debt usigawailable cash, we may be forced to liquidakeeoassets, refinance our debt or issue
equity securities to raise the necessary cash & o obligations. There is no assurance that agdvbe able to sufficiently or timely
liquidate assets to meet our debt’s repayment atitigs or that we would be able to refinance olnt de issue equity, in which case our
business would be significantly harmed and we mefobced into bankruptcy.
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Virtually all of our research and development adties and the significant majority of our generalra administrative activities are
performed in or managed from a single site that miag subject to lengthy business interruption in teeent 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 Comt; California, which are within an active earthe 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 tisour facilities could be repaired and madeatjweral. 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 earthquakeilel have a material adverse effect on us.
We have also taken measures to limit damage thatoeeur from the loss of computerized data dueotogy outage, system or component
failure or corruption of data files. However, weyrase critical computerized data, which may béiclift or impossible to recreate, which rr
harm our business. We may be unable to make tifilielys with regulatory agencies in the event ofastrophic failure of our data storage and
backup systems, which may subject us to fines ee@@& consequences, up to and including loss adloility to conduct business.

We may not be able to protect our intellectual pesty or operate our business without infringing iellectual 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. Ocintelogy 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:

e obtain patents

e protect trade secrel

» 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 pagiphications will, if granted, result in patentdwiater expiration dates. In addition, we
have a license from Fresenius to United Statesa@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
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to license the right to use third-party patents iatellectual property to continue development aathmercialization of our products. We may
not be able to acquire such required licenses oepdable terms, if at all. If we do not obtain slicanses, we may need to design around oth¢
parties’ patents, or we may not be able to proeg#ddthe development, manufacture or sale of oodpcts.

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 agaaiaims of infringement, assert claims of infengent, enforce our patents, protect
trade secrets or know-how or determine the scofevalidity of others’ proprietary rights. Patertigation is costly. In addition, we may
require interference proceedings before the Uriittades Patent and Trademark Office to determinetibety of inventions relating to our
patent applications. Litigation or interferenceg®edings could be expensive and time consumingwanebuld 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 haveatdegmedies for any breach or our trade secraysotherwise become known or be
independently discovered by competitors. To themxthat 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 bedén the United States dollar ar
foreign currencies,

Our international operations are subject to rigkscal of an international business, including, agother factors: differing political,
economic, and regulatory climates, different tamatires and foreign exchange volatility. We do cuwtrently 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.

Product sales of the INTERCEPT blood system arie&jly invoiced to customers in Euros. In additiare purchase finished
INTERCEPT disposable kits for our platelet and plasystems and incur certain operating expendgesrivs and other foreign currencies. (
exposure to foreign exchange rate volatility israat result of our product sales, cash collectiod cash payments for expenses to support ot
international operations. Foreign exchange ratdltions are recorded as a component of otheniacaet on our consolidated statements of
operations. Significant fluctuations in the voliyilof foreign currencies relative to the Unitec@fes dollar may materially affect our results of
operations. In addition, in a period where the Wdi@lar is strengthening/weakening as comparediro% 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 legligrogram 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 quotethermNasdaqg 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 maicient execution of buy and sell orders. Theaire of an active trading market increases
price volatility and reduces the liquidity of ousmamon stock. As long as this condition continuks,dale of a significant number of shares of
common stock at any particular time could be diffico achieve at the market prices prevailing irdiately
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before such shares are offered, which may limitahility to effectively raise money pursuant to ®a&ntor Agreement. In addition, due to the
limitations of our market and the volatility in thearket price of our stock, investors may faceiclitfies in selling shares at attractive prices
when they want to sell. As a result of this lackrafling activity, the quoted price for our comnsatack is not necessarily a reliable indicator o
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 ihe offer may be considered beneficial by our stoolders.

Provisions of the Delaware General Corporation lcawld discourage potential acquisition proposats @uld delay, deter or prevent a
change in control. The anti-takeover provisionshef Delaware General Corporation Law impose varioysediments 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 appibo has been waived, provides certain defauittakeover 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, omare 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 thgidhe independent stockholders. Our board of threchas 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 detiglay 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, withetdgckholder approval, preferred stock with
such terms as the board of directors may deterrrireddition, our executive employment agreemeaattange of control severance benefit |
and equity incentive plans and agreements thereymdeide for certain severance benefits in corinaeaith a change of control of us,
including single-trigger equity vesting accelerathmenefits 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.

ltem 1B.  Unresolved Staff Commen
None.

Item 2. Properties

Our corporate headquarters, which include our jpaiexecutive offices, are located in Concord,if@atia. This leased facility includes
laboratory space for blood safety research and®stgpgeneral administrative, marketing and tecHrsopport functions. We also lease a
facility in Amersfoort, the Netherlands, which isadl for selling and administrative functions. Wadse that our current facilities will be
adequate for the foreseeable future. The followaide summarizes the properties we lease andltugition, size, term and primary functions
as of December 31, 2012.

) Square Lease
Location Footage  Expiration Date Primary Functions
Concord, CA, United States 36,02¢ November 201 Administrative, marketing, technical support and
researct
Amersfoort, The Netherlanc 7,30( January 201t Sales and administrati\

(1) The lease may be terminated no earlier than Jarf(drg.
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Item 3. Legal Proceeding:
None.
Item 4. Mine Safety Disclosure

Not applicable.
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PART Il

Item 5. Market for Registran’s Common Equity, Related Stockholder Matters andusr Purchases of Equity Securitit

Our common stock is traded on the Nasdaqg Globak&tamder the symbol “CERS.” The following tablasstrth, for the periods
indicated, the high and low intra-day sales price®ur common stock as reported by the Nasdaq &b darket:

High Low

Year Ended December 31, 2012:

First Quartel $4.5¢ $2.62

Second Quarte $4.15 $3.0C

Third Quartel $3.7¢ $3.0C

Fourth Quarte $3.52 $2.6¢
Year Ended December 31, 201!

First Quarte! $3.6¢ $2.4C

Second Quarte $3.1¢€ $2.62

Third Quartel $3.07 $1.92

Fourth Quarte $3.1¢ $1.94

On February 28, 2013, the last reported sale pficeir common stock on the Nasdaq Global Market $289 per share. On
February 28, 2013, we had approximately 163 holderscord of common stock. We have not declareplait dividends on our common st
and do not intend to pay cash dividends on our comstock in the foreseeable future. Additionallyy @ash dividends declared or paid woulc
require prior written consent under the terms efltan and security agreement entered on Septe3b2011, as amended on December 13,
2011, and June 30, 2012, with Comerica Bank, dectely, the Amended Credit Agreement.
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Stock Performance Graph (1)

The following graph shows the total stockholdeumetof an investment of $100 in cash (and the estment of any dividends thereafter)
on December 31, 2007 and tracked the performamoagh December 31, 2012 for (i) our common stoickiHe NASDAQ Biotechnology
Stocks Index, (iii) the Amex Biotech Index, and)({lle NASDAQ Stock Market (United States) IndexrGtock price performance shown in
the graph below is based upon historical data amd1i indicative of future stock price performance.

Comparison of 5-year Cumulative Total Return on Investment

250.00
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150.00

100.00

50.00

b
0.00 : - r T

2007 2008 2009 2010 2011 2012

= Cerus Corporation == NASDAQ ==gf~-= NASDAQ Biotech Index L 5 AMEX Biotech Index

December 31

2007 2008 2009 2010 2011 2012
Cerus Corporation $100.0( $10.7¢ $ 30.57 $ 37.7¢ $ 43.01 $ 48.5¢
NASDAQ Biotech Inde) 100.0( 87.3i 101.0¢ 116.1¢ 129.9: 171.3¢
AMEX Biotech Index 100.0( 82.2¢ 119.7¢ 164.9¢ 138.7% 196.7(
NASDAQ 100.0( 59.4¢ 85.5¢ 100.0: 98.2% 113.8¢

(1) The graph and the other information furnishethis section is not “soliciting material,” is nd¢emed “filed” with the SEC and is not to
be incorporated by references to any filing of Gebwrporation under the Securities Act of 1933er$ecurities Act of 1934, whether
made before or after the date hereof and irresgeofiany general incorporation language in sulafgfi
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ltem 6. Selected Financial Dat:

The following table summarizes certain selectedrfizial data for the five years ended December @12 2which has been derived from
audited consolidated financial statements. Thermé&tion presented below may not be indicative afreiresults and should be read in
conjunction with “ltem 7—Management’s Discussion and Analysis of FinanC@tdition and Results of Operatiofisand the consolidated
financial statements and notes thereto includesldisre in this Annual Report on Form 10-K.

Year Ended December 31
(in thousands, except per share amount: 2012 2011 20101 20097 2008

Consolidated Statements of Operations Data:
Product relatec

Product revenu $ 36,69 $ 30,60: $ 21,67 $ 16,75 $ 15,51¢
Cost of product revent 20,61¢ 18,53t 12,04¢ 1,231 98¢
Gross profit on product reven 16,07¢ 12,067 9,631 15,52( 14,52¢
Government grants and cooperative agreements re' 91 2,44: 1,432 1,231 98¢
Loss from operation (17,300 (15,92¢) (15,959 (23,837 (30,530
Net loss (15,919 (16,987) (16,91)) (24,13%) (29,18))
Net loss per common sha
Basic $ 029 $ (035H $ (047 $ (069 $ (0.90
Diluted $ (03) $ (03H ¢ (047 $ (069 $ (0.90

Weighted average common shares outstanding usealfarlating loss
per common shari

Basic 54,51t 48,05( 40,30( 34,75( 32,43(
Diluted 55,06: 48,05( 40,30( 34,75( 32,43(
December 31
(in thousands) 2012 2011 2010 2009 2008
Consolidated Balance Sheets Data:
Cash, cash equivalents and s-term investment $26,69¢ $25,78: $30,00¢ $19,93: $22,57¢
Working capital 18,38 18,62¢ 22,05: 19,44¢ 29,14¢
Total asset 48,91¢ 45,367 48,167 34,49: 47,33¢
Long-term obligations 4,19¢ 5,94( 4,732 13C 162
Total stockholder equity $19,10°7 $18,31: $23,73: $21,44¢ $34,27¢

(1) The statements of operations data for the grded December 31, 2010 included (i) acquisitideted costs of $0.5 million related to our
acquisition of certain assets of BioOne in Auguxt@and (ii) a gain of $0.3 million associated wigtinquishing our shares in BioOne
part of the consideration for the acquisition ob®ne. See Note 3 to consolidated financial statésnemder Part IV to this Annual Rep
on Form 1-K.

(2) The statements of operations data for the geded December 31, 2009 included (i) an impairrokatge of $2.3 million related to our
investment in BioOne, (ii) a gain of $0.8 millioasmciated with relinquishing our shares in Anzar@peutics, (iii) a settlement gain of
$1.4 million associated with certain transitionvsegs provided by Baxter in 2006, and (iv) a chasfy80.8 million related to an approv
restructuring plan
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Item 7. Managemen's Discussion and Analysis of Financial Condition drResults of Operation

This discussion and analysis should be read inwwtjon with our audited consolidated financialtst@ents and the accompanying n
thereto included in this Annual Report on FormKL@sr the year ended December 31, 2012. Operatasglis for the year ended December
2012 are not necessarily indicative of results timaty occur in future periods.

Overview

Since our inception in 1991, we have devoted salisty all of our efforts and resources to theei@sh, development, clinical testing
and commercialization of the INTERCEPT Blood Systam, from 2001 until late 2007, immunotherapigscBncer and infectious disease.
The INTERCEPT Blood System is designed for threethlcomponents. The INTERCEPT Blood System forepdtd, or platelet system, and
our INTERCEPT Blood System for plasma, or plasnsesy, have received CE marks and are being markegtdold in a number of
countries around the world including those in E@;ophe Commonwealth of Independent States, orfiESMiddle East.

We are developing the INTERCEPT Blood System fdrilwod cells, or red blood cell system, and ptapérformin vitro studies and
clinical trials. Subject to the availability of agleate funding from partners and/or the capital m@kwve intend to complete development
activities for the red blood cell system necess$arypotential regulatory approval in Europe. We ewerently conducting a Phase 1l recovery
and lifespan study and plan to complete that &l certain other prerequisites before proposiRgase 111 clinical trial protocol for the red
blood cell system in support of approval in thetddiStates. These development activities will tdsuhcreased research and development
expenses in future periods, and our ability to cmh@nd complete any clinical trials of the reddaaell system to support approval in the
United States is subject to our ability to genesaticient 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.

The United States Food and Drug AdministratiorF0A, accepted our proposed modular Premarket Abrapplication, 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.Baleve 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 sufficiersubmit a proposal for a modular PMA submissiortlfier platelet system without the need to
complete additional Phase 11l clinical trials. Th&bmission of the PMA modules for our plasma systamd potentially for our platelet system,
will result in increased research and developmepéeses in future periods. Should the FDA requiréolcomplete any additional clinical
trials, our ability to conduct and complete anyitiddal clinical trials to support approval in thinited States would be subject to our ability to
generate sufficient cash flows from our operationsbtain adequate funding from external sourcésrbave initiate any 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 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®rktatcreating, maintaining and defending
our intellectual property. Our long-term capital
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requirements will also be dependent on the suafessr sales efforts, competitive developments titléng, costs and magnitude of our
longer-term clinical trials and other developmetthvties related to our platelet, plasma and rkbt cell systems, market preparedness and
product launch activities for any of our productgeographies where we do not currently sell oadpets, and regulatory factors. Until we are
able to generate a sufficient amount of producenee and generate positive net cash flows fromadipers, which we may never do, meeting
our long-term capital requirements is in large gatiject to access to public and private equitydetut capital markets, as well as to
collaborative arrangements with partners, augmeloyethsh generated from operations and interestiecearned on the investment of our
cash balances. We believe that cash received frodupt sales, our available cash balances andsaitweebt will be sufficient to meet our
capital requirements for at least the next twelamths. If our assumptions prove to be incorrectcagd consume our available capital
resources sooner than we currently expect.

We have borrowed and in the future may borrow &mttid 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 effectiveestaates and repayment provisions that reduct
cash resources and limit future access to capaakets. In addition, we expect to continue to oppastically seek access to the equity capital
markets to support our development efforts andadfmers, including pursuant to the Cantor Agreenakstussed 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 relgsome of our rights to our technologies
or rights to market and sell our products in certgographies, grant licenses on terms that arfamotable to us, or issue equity that may be
substantially dilutive to our stockholders.

The disruptions to the global credit and finana@rkets as well as general economic uncertaintyiding the continued instability of t
Eurozone, has generally made equity and debt fingmoore difficult to obtain and the terms lessdimble to the companies seeking to raise
financing. As a result of economic conditions, gahglobal economic uncertainty and other factats,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 commercializatiotivées. In addition, we will need to obtain addital funds to complete development
activities for the red blood cell system necessaryotential regulatory approval in Europe. Werad 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 cosrdirieund the world including tho
in Europe, the CIS and the Middle East. Althoughrewenues have grown over time and increased gitinm year ended December 31, 2012
as compared to December 31, 2011, if we are unalgeain widespread commercial adoption in markeisre 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 sigaificresearch, development, preclinical and clirgsaluation, commercialization and
regulatory compliance activities for our produchdmates, which, together with anticipated selliggneral and administrative expenses, are
expected to result in substantial losses. Accoltgjivge may never achieve a profitable level of @piens in the future.

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 cooppegaagreements with the United States
Department of Defense, or DaoD, for the INTERCEP®dI System. Any such funding is subject to the aughtion 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
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cell system. We have recognized revenue assoacidtedhis award as qualified costs were incurredrémbursement over the performance
period of one year from the date of issuance. We lexhausted the remaining availability under tregand recognized $0.1 million during
the year ended December 31, 2012. The general sgormvironment, coupled with tight federal budgétss led to a general decline in the
amount available for government funding and we aibexpect any revenue from government grants anderative agreements for the
foreseeable future, if at all.

In 2007, we spun-off our immunotherapy businesd,iar2009, we entered into agreements to out-lie@astain immunotherapy
technologies to Aduro BioTech, or Aduro. In coni@etiwith those agreements, we received preferradeshof Aduro. Pursuant to these lice
agreements, we are eligible to receive a 1% royakiyon any future sales resulting from the licertsehnology. To date we have not received
any royalty payments from Aduro pursuant to thissagnent. As of December 31, 2012, our ownershidimro was less than 3% on a fully
diluted basis. Since receiving preferred stock du, we have carried our investment in Aduro &b 2 our consolidated balance sheet.

We pay royalties to Fresenius Kabi AG, or FreserdansNTERCEPT Blood System product sales unddaiteagreements which arose
from the sale of the transfusion therapies divisibBaxter International Inc., or Baxter, in 2009 Fenwal Inc., or Fenwal (Fenwal was
recently acquired by Fresenius), at rates of 10¥tet&ales 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 saldfuafination devices, or illuminators. Freseniwsstassumed Fenwal’s rights and obligations
under these certain agreements, including our naaturing and supply agreement. In this reportregfees to Fresenius include references to
its predecessors-in-interest Fenwal and Baxteralst pay Fresenius certain costs associated wathrtftended manufacturing and supply
agreement we executed with Fresenius in Decemi@¥ 20 the manufacture of INTERCEPT finished disgue kits for our platelet and
plasma systems through December 31, 2013. Undemieeided manufacturing and supply agreement, w&@senius a set price per
disposable kit, which is established annually, pldxed surcharge per disposable kit. In additimiume 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 manufactunshg@pply agreement. This required u
enter into manufacturing and supply arrangements e@rtain other manufacturers for those componentae of which contain minimum
purchase commitments. As a result, our supply cfoainertain of these components, held as workraeess on our consolidated balance
sheets, may potentially take over one year to cetegiroduction before being utilized in finishedlBRCEPT disposable kits.

During the year ended December 31, 2012, we prdvidieand settled the claims for warranty obligati@f $0.9 million related to
replacement costs for certain of our productsweatdentified were defective or had the potentfab@ng defective. In connection with the
warranty claims incurred by us and remediatiorhofe claims during the year ended December 31,, 2¢4 filed a warranty claim against
Fresenius. Fresenius has accepted the warranty alad will supply us with replacement product adit notes. As a result, we recorded a
current asset of $1.8 million on our consolidatathhce sheets as of December 31, 2012 represénérigll amount of the warranty claim
against Fresenius. We also wratewn the value of certain unsalable inventory af7$illion related to these products as an offsgttvarrant
claim against Fresenius.

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 &méass 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 systemuadr 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 egdat 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,
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consisting of commercialization rights in Asia &.@ million and illuminators of $0.4 million, witthe excess of the purchase price over the
value of the asset acquired recorded as goodwAlllc8 million. The recognition of goodwill was aitable to the buyespecific value derive
by us as a result of acquiring the commercializatights in certain Asian countries in order to @bate the global 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 Agreetnhaving 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 of shares of our comnook ster the term of the Cantor Agreen
having an aggregate offering price of up to $30illan through Cantor as our sales agent. Durirgytbar ended December 31, 2011,
approximately 3.5 million shares of our common kteere sold under the MLV Agreement for aggregatepmoceeds of $9.7 million. During
the year ended December 31, 2012, we sold an agfgrefapproximately 4.5 million additional shaoé®ur common stock under the MLV
Agreement and the Cantor Agreement for aggregdtproeeeds of $13.8 million. At December 31, 2042,had less than $0.1 million and
approximately $25.5 million of common stock avaiéato be sold under the MLV Agreement and Cantore&gent, 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@gica Bank, or Comerica. The Amended Credit Agree@mrovides for an aggregate
borrowing of up to $12.0 million, comprised of awth capital loan of up to $5.0 million, or GrowGtapital Loan, and a formula based
revolving line of credit of up to $7.0 million. Weedged all current and future assets, excludirrgrdallectual property and 35% of our
investment in our subsidiary, Cerus Europe B.Vsexaurity for borrowings under the Amended Credjtéement. We are required to maintain
compliance with certain customary and routine faiahcovenants, including maintaining a minimumtchalance of $2.5 million with
Comerica and achieving certain minimum revenuelée@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 $3.2 million at
December 31, 2012.

Critical Accounting Policies and Management Estimags

The preparation of financial statements require®usake estimates, assumptions and judgmentsiftfieat the reported amounts of
assets, liabilities, revenues and expenses, aatkdeflisclosures of contingent assets and ligslitDn an ongoing basis, we evaluate our
estimates, including those related to revenue matiog, inventory valuation, certain accrued lidti#k, valuation and impairment of purchased
intangibles and goodwill, valuation of warrantsluaion of stock options under share-based paymealsation allowance of our deferred tax
assets and uncertain income tax positions. We dasestimates on historical experience and on uaraiher assumptions that we believe ti
reasonable under the circumstances, the resultkioh form our basis for making judgments aboutdagying value of assets and liabilities
that are not readily apparent from other sourcesu@ results may differ from those estimates urntiéerent assumptions or conditions.

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

* Revenue—We recognize revenue in accordance with ASC T6pkE:25,"Revenue Recognition— Arrangements with Multiple
Deliverables” as applicable. Revenue is recognized when (i) psiga evidence of an agreement exists; (ii) sesvMi@e been rendered or
product has been delivered; (iii) pricing is fixeddeterminable; and (iv) collection is reasonasgured.
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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.

* Inventory — We own certain components of INTERCEPT disposhitéein the form of work-in-process inventory afimished goods,
UVA illuminators, and certain replacement partsdar illuminators. Our supply chain for certaintbése components, held as work-in-proces
on our consolidated balance sheet, can potentally over one year to complete production befonegbetilized in finished INTERCEPT
disposable kits. We maintain an inventory balaraseld on our current sales projections, and atregaiiting period, we evaluate whether our
work-in-process inventory would be consumed fodpiadion of finished units in order to sell to ekigtand prospective customers within the
next twelvemonth period. It is not customary for our productaycle for inventory to exceed twelve months. éast, we use our best judgm
to factor in lead times for the production of oumighed units to meet our current demands. If deesaults differ from those estimates, work-in-
process inventory could potentially accumulatepferiods exceeding one year.

Under our manufacturing and supply agreement wigisénius, our carrying value of INTERCEPT disposéils 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 tlieeds established. As a result,
manufacturing overhead can fluctuate and requises use judgment in accruing the manufacturingloed, which affects the per unit
carrying cost of our finished goods. In additiorg use judgment in determining whether the manufexgwverhead is a cost of our inventory
and recoverable when product is sold. We use $gmif judgment and evaluate manufacturing variammasgred during periods of abnormally
low production by considering a variety of factorsluding the reasons for low production volumetjapated 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 revenore’dur consolidated statements of operati

Inventory is recorded at the lower of cost, deteadion a first in, first-out basis, or market valOer platelet and plasma systems’
disposable kits generally have a two-year shedfflibm the date of manufacture.
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llluminators and replacement parts do not haveledgd expiration dates. We use significant judgnteranalyze 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 includirappct 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
consolidated statements of operations. We alsoeadotvn the value of certain unsalable inventorsitesl 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 bilfmgthese activities may not occur on a
timely basis consistent with the performance ofdbevices. 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.In connection with the acquisition, we used sigpaifit
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 goodutlilich 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 #esets 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 conuiitidf 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 moebich is used to measure the amount of impaithoss, compares the implied fair value
of each reporting unit's goodwill with the respeeticarrying amount of that goodwill. If the carrgiamount of the reporting unit’s goodwill
exceeds the implied fair value of that goodwill,iaapairment loss is recognized in an amount equiiat excess. On August 31, 2012, we
performed our annual review of goodwill as desaibbove and determined that goodwill was not ingahduring the year ended
December 31, 2012. We will perform an impairmest t; our intangible assets by continually monitgrévents and changes in
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circumstances that could indicate carrying amoahtar intangible assets may not be recoverableeM#uch events or changes in
circumstances occur, we assess recoverability tgrdéing whether the carrying value of such assdtde recovered through the
undiscounted expected future cash flows. If theeetgrl undiscounted future cash flows are lessttimnarrying amount of these assets, we
then measure the amount of the impairment lossdb@sé¢he excess of the carrying amount over thevédue of the assets. No events or
changes in circumstances arose during the yeaddbedeember 31, 2012, which would require us tottestecoverability of our intangible
assets.

» Warrants —In August 2009 and November 2010, we issued westanpurchase 2.4 million and 3.7 million sharesamnmon stock,
respectively. The material terms of the warranteevigentical under each issuance except for theceseeprice, date issued and expiration date
We classified the warrants as a liability on ounsmlidated balance sheets as the warrants corggiairc material terms which require us (or
successor) to purchase the warrants for cash amanunt equal to the value of the unexercised podfdhe warrants in connection with cert
change of control transactions. In addition, we mlap be required to pay cash to a warrant holddeucertain circumstances if we are unable
to timely deliver the shares acquired upon warexetcise to such holder.

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

Changes resulting from the revaluation of warrémt&ir value are recorded in “Revaluation of watrability” on the consolidated
statements of operations. Upon the exercise orfination to remove the provisions which require terrants to be treated as a liability, the
fair value of the warrants will be reclassifiedrfr@ liability to stockholders’ equity on our conislalted balance sheets and no further
adjustment to the fair value would be made in sgbeet periods.

» Stock-based compensatior-We issue stock-based awards to our employees;ambots and members of our Board of Directors, as
strategic, long-term incentives. We also maintairaetive employee stock purchase plan within thanimg 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 tieidrine the grant-date fair value of stock-basedrde: The Black-
Scholes option pricing model requires that we ssei@ptions 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 dividemts.grant-date fair value of stock-based award
is then recognized as stock-based compensatiomsems a straighHine basis over the requisite service period, wiscthe vesting period, a
is adjusted for estimated forfeitures. To the eixtieat stock options contain performance criteviaesting, stock-based compensation is
recognized once the performance criteria are piebaftheing achieved. We apply the provisions offABpic 505-50,Equity Based
Payment to Nc-Employees’for our stock-based awards issued to non-employémder the provisions, the measurement date athithie fair
value of the stock-based award is measured toeéeatier of (i) the date at which a commitmentgerformance by the grantee to earn the
equity instrument is reached or (ii) the date aichithe grantee’s performance is complete. We neizegstockbased compensation expense
the fair value of the vested portion of the non-Emppe awards in our consolidated statements ofatioers.

* 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 dxancome. We currently estimate
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that we may not be able to utilize all of our degertax assets. In addition, we may not generateddaxable income prior to the expiration of
our net operating loss carry forwards and reseanchdevelopment credits. Timing and significancarof estimated future taxable income is
highly subjective and is beyond the control of ngeTaent due to uncertainties in market conditionspemic environments in which we
operate, and timing of regulatory approval of oorducts. We do not recognize tax positions thatalchave a greater than 50% likelihood of
being recognized upon review by a taxing authdriying full knowledge of all relevant informatiddse of a valuation allowance is not an
appropriate substitute for the derecognition abagosition. We recognize accrued interest andlpesaelated to unrecognized tax benefits in
our income tax expense. To date, we have not réoegimny interest and penalties in our consolidatattments of operations, nor have we
accrued for or made payments for interest and pfiesalWe continue to carry a full valuation allowaron all of our deferred tax assets.
Although we believe it more likely than not thaisaing authority would agree with our current tasiions, there can be no assurance that th
tax positions we have taken will be substantiated baxing authority if reviewed. Our tax years 838rough 2012 remain subject to
examination by the taxing jurisdictions due to ulimgd net operating losses and research credits.

Results of Operations
Years Ended December 31, 2012, 2011 and 2010

Revenue
Year Ended December 31 % Change

2012 tc 2011 tc

(in thousands, except percentage 2012 2011 2010 2011 2010
Product revenue $36,69: $30,60: $21,67" 20% 41%

Government grants and cooperative agreements

revenue 91 2,44 1,43 (96)% 71%
Gross profit on product reven $36,78t¢ $33,04- $23,10¢ 11% 43%

Product revenue increased by $6.1 million duriregytear ended December 31, 2012 compared to theepedad December 31, 2011
primarily as a result of higher sales volume of disposable platelet and plasma system kits safgtocustomers. These sales were
predominately generated by our distributors petiagganarkets in Europe, the CIS, and the MiddletBas$ previously utilizing the
INTERCEPT Blood System. In addition, the increasgdlume sales in 2012 as compared to 2011 ivatable to 2012 reflecting a full year
sales for existing customers who adopted througBOui. This increase was partially offset by a idecin the sales volume of our illuminators
in 2012.

Product revenue increased by $8.9 million durirgyytear ended December 31, 2011 compared to theepdad December 31, 2010
primarily as a result of an increase in sales veluhour disposable platelet and plasma systensé&lts The increase in volume was
attributable to 2011 reflecting a full year of safer customers who adopted late in 2010. Thissiased market penetration and customer
adoption of the INTERCEPT Blood System occurreltimope, the CIS, and the Middle East, and wasallrffset by a decline in the sales
volume of our illuminators.

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 filteire.

Revenue from government grants and cooperativeeaggets decreased by $2.4 million during the yedeémecember 31, 2012
compared to the year ended December 31, 2011 de€bigase was attributable to the relatively lowaiming award balance available under
our DoD grant at the beginning of 2012, compareith¢o
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availability at the beginning of 2011, and the lesferevenue generating activities under the avehndng the year ended December 31, 2012.
Revenue from government grants and cooperativeeaggnts for the year ended December 31, 2011 irendas$1.0 million compared to ye
ended December 31, 2010. The increase was parilyutidble to higher reimbursable development édfoelated to our red blood cell system
during the year ended December 31, 2011 comparertcorresponding period of 2010. In additionAirgust 2011, we were awarded a new
grant by the DoD totaling $2.1 million. We do napect any revenue from government grants and catiperagreements for the foreseeable
future, if at all.

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 fulfillmerdts, and to the extent applicable, costs fc
idle facilities. Inventory is accounted for on esfiin, first-out basis.

Year Ended December 31 % Change
2012 tc 2011 tc
(in thousands, except percentage 2012 2011 2010 2011 2010
Cost of product revenue $20,61¢ $18,53¢ $12,04¢ 11% 54%

Cost of product revenue increased by $2.1 milliorirdy the year ended December 31, 2012 comparggttpear ended December 31,
2011 primarily due to a higher volume of INTERCE#$posable kits sold during 2012 compared to 20his was offset by lower per unit
carrying costs in 2012 as compared to 2011 asudt efsmproved overhead absorption. Cost of pradaeenue increased by $6.5 million
during the year ended December 31, 2011 comparextpear ended December 31, 2010 primarily duehtigher number of disposable kits
sold and higher scrap rate for certain componemtsuiactured during 2011 compared to 2010.

Our realized gross margins on product sales webe ddring the year ended December 31, 2012, up 8@%h during the year ended
December 31, 2011. The improvement in gross ma@inzoduct sales was due to lower per unit cagrgimsts in 2012 as compared to 2011
as a result of improved overhead absorption. Calized gross margins on product sales were 39%gltine year ended December 31, 2011,
down from 44% during the year ended December 310 2ilie to non-routine period costs, including higgezap rates associated with certain
components manufactured.

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. Gelig, we offer our distributors tiered volume dismts of varying magnitudes, depending
their purchase commitments. We may encounter uséare manufacturing difficulties which, at a minimumay lead to higher than anticipa
costs, scrap rates, manufacturing overhead vasamcéelays in manufacturing products. Our grossgina may be impacted in the future
based on all of these criteria.

We expect to maintain inventory levels that willdagficient to meet forecasted demand for a reddgighort time period and plan to
manufacture at levels above those produced in 2@aRufacturing disposable kits at levels abovel¢hels produced in 2012 should result
continuing lower per unit cost of goods sold whea product is ultimately sold; however, actual nfaoturing levels may differ from our
assumptions.

Research and Development Expenses

Our research and development expenses includeesatard related expenses for our scientific persipmon-cash stock based
compensation, payments to consultants, costs frapgeand conduct preclinical and
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clinical trials, third-party costs for developmeutivities, certain regulatory costs, costs assediwith our facility related infrastructure, and
laboratory chemicals and supplies.

Year Ended December 31 % Change
2012 tc 2011 tc
(in thousands, except percentage 2012 2011 2010 2011 2010
Research and development $7,60: $7,17¢ $5,19¢ 6% 38%

Research and development expenses increased bynibtos during the year ended December 31, 201Rmared to the year ended
December 31, 2011 and increased by $2.0 milliomduhe year ended December 31, 2011 comparectteethr ended December 31, 2010,
primarily due to increased costs related to owrésdfto further advance the development of outbtedd cell system program. In the United
States we are preparing to condictitro studies, and are conducting a Phase Il recoveryif@sgan study. In addition, we have been
preparing to conduct Phase llI clinical trials iar&pe, subject to regulatory approvals. Of thel tetsearch and development expenses inct
non-cash stock-based compensation representedrfiiat, $0.5 million and $0.4 million for the yeaended December 31, 2012, 2011 and
2010, respectively.

We anticipate our research and development spenrdihigpcrease over the near term as we expeatit@ate planned Phase Il clinical
trials for our red blood cell system in Europeaddition, we plan to perform certain additiomalitro studies and clinical development in the
United States which would result in increased neteand development spending. Subject to our gltdifund further development, clinical
and regulatory efforts, we may also perform addaiaesearch and development activities in ord@utsue regulatory approval for our
products in the United States, including our plahm®dular PMA submission for our plasma systemapdtential modular PMA submission
for our platelet system. In addition, we may chotsivest in ongoing research and developmenttsffor our existing INTERCEPT
products, including a full or partial redesign loetINTERCEPT illuminator. Due to the inherent utaietties and risks associated with
developing biomedical products, including, but lmited to, intense and changing government regadatuincertainty of future preclinical
studies and clinical trial results and uncertasggociated with manufacturing, it is not possiblesasonably 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 risks and uncditairmre discussed in further detail under “ltem-dRisk Factors' in Part | of this Annual
Report on Form 10-K.

Selling, General, and Administrative Expens

Selling, general, and administrative expenses dechalaries and related expenses for administrpéx&nnel, non-cash stock based
compensation, expenses for our commercializatifortsfin a number of countries around the worlduding those in Europe, the CIS and the
Middle East, expenses for accounting, tax, andniadecontrol, legal and facility and infrastructusdated expenses, and insurance premiums.

Year Ended December 31 % Change
2012 tc 2011 tc
(in thousands, except percentage 2012 2011 2010 2011 2010
Selling, general and administrative $25,66: $23,05! $21,57" 11% 7%

Selling, general, and administrative expenses &s&e by $2.6 million during the year ended DeceriheR012 compared to the year
ended December 31, 2011 primarily due to increapedding related to general corporate servicekdimg legal fees, higher stock-based
compensation charges, and to a lesser extent,rigdr&force costs. Selling, general, and administeaexpenses increased by $1.5 million
during the year ended December 31, 2011 comparertgear ended December 31, 2010 primarily died®ased spending related to the
expansion of our marketing efforts in Europe. Gf tbtal selling, general, and administrative expsriscurred, non-cash stock-based
compensation represented $2.0 million, $1.4 mijleamd $1.5 million for the years ended Decembe2812, 2011 and 2010, respectively.
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While we anticipate our selling, general, and adstiative spending to increase over the coming,wearplan to tightly manage the
growth as part of a larger effort to focus our rgses and conserve cash.

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 theangible assets in August 2010. These intangibtets
are being amortized over an estimated useful fiteryears and will be reviewed for impairmenfacsts and circumstances arise.

Year Ended December 31, % Change
2012 tc 2011 tc
(in thousands, except percentage 2012 2011 2010 2011 2010
Amortization of intangible assets $ 20z $ 20z $ 67 0% 201%

Amortization of intangible assets remained flatidgithe year ended December 31, 2012, compardtetpdar ended December 31, 2(
as there were no changes to the composition oihtamgible assets or the assumptions used to dietetime useful lives. In addition, no
impairment charges were recognized related tordangible assets during the years ended Decemb@032, 2011 and 2010. Amortization
intangible assets increased by $0.1 million dutirgyear ended December 31, 2011 compared to #reepeled December 31, 2010, as the
acquisition of purchased intangible assets relatexir license to commercialize the INTERCEPT Bl@&@s$tem in certain Asian countries
occurred during the second half of 2010.

We expect that the amortization of our intangitdseds to remain relatively consistent in futureqabs, unless facts and circumstances
arise which may result in our intangible assetsdp@npaired.

Acquisition Related Costs and Impairment of Lo-term Investment in Related Parties, Net

Year Ended December 31, % Change
2012 tc 2011 tc
(in thousands, except percentage 2012 2011 2010 2011 2010
Acquisition related costs net of gain on non-cdlfitrg
equity interes $0 $0 $ 187 0% (100%

During the year ended December 31, 2010, we indwreguisition related costs of $0.5 million relateaur acquisition of certain assets
of BioOne in August 2010. In addition, we relincuesl all BioOne shares that we held as part of timsideration for certain of these assets
recognized a gain of $0.3 million during the yeaded December 31, 2010, which represented therelifte between the assumed fair value o
the pre-acquisition non-controlling equity interesBioOne and the carrying value. We carried c@#olinvestment in BioOne at zero as we
had previously fully impaired our BioOne investmen$2.3 million during the year ended DecemberZ8)9 since we determined that certair
factors were present to support our position tiwatBioOne investment was not recoverable. Theserfaincluded, but were not limited to,
third-party investor interest and participatiorrécent equity offerings at current pricing, busgeatlook of BioOne and available financial
information.
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Non-Operating Income (Expense), Net

Non-operating income (expense), net consists ok+ttamarket adjustments related to the calculas&dvialue of our outstanding
warrants, foreign exchange gain (loss), intereatgds incurred on our debt, interest earned fronsbart-term investment portfolio, and other
non-operating gains and losses.

Year Ended December 31 % Change

2012 tc 2011 tc
(in thousands, except percentage 2012 2011 2010 2011 2010
Revaluation of warrant liability $2,05¢ $ 48¢€ $ 39 324% 1,14€6%
Foreign exchange gain (los 86 (529 (81€) (116)% (35)%
Interest expens (55)) (964) (68¢€) (43)% 40%
Other income, ne 31 92 607 (66)% (85)%
Total nor-operating income (expense), | $1,62¢ $(91E) $(85€) 27¢% (N%

Warrant liability

In August 2009 and November 2010, we issued watanpurchase an aggregate of 2.4 million and 3llibomshares 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 modelclassified as a liability on the consolidateddmce sheets and is adjusted at each
subsequent reporting period, until such time tis¢rinments are exercised or otherwise modified tworee the provisions which require this
treatment. Upon the exercise or modification tooeenthe provisions which require the warrants térbated as a liability, the fair value of the
warrants will be reclassified from liabilities ttoskholders’ equity and no further adjustment #® f&ir value would be made in subsequent
periods. Further changes in stock price will resullimilar adjustment as needed.

The non-cash gain from the revaluation of the warliability increased by $1.6 million during thear ended December 31, 2012
compared to the year ended December 31, 2011 piyrdae to a decline in the estimated volatilityhish was derived by the movement of
underlying stock price, and the reduced duratiothefremaining warrant terms. The non-cash gaim frevaluation of warrant liability
increased by $0.4 million during the year endedddgmer 31, 2011 compared to the year ended Dece3ab@010 primarily due to the change
in our underlying stock price, as compared to th&esprice of the warrants.

Foreign exchange gain (loss)

Foreign exchange improved by $0.6 million during ylear ended December 31, 2012 compared to yeadédekember 31, 2011, and
improved by $0.3 million during the year ended Deber 31, 2011 compared to the year ended Decenmih@030, which was primarily
attributable to favorable foreign currency variamver that time period between the Euro and db8ar, our functional currency.

Interest expense

Interest expense decreased by $0.4 million dutieg/ear ended December 31, 2012 compared to thegdad December 31, 2011, due
to lower interest rates from borrowings on our entrcredit facility with Comerica compared to ouiop credit facility with Oxford, offset by
interest paid for draws against our revolving dréafiility with Comerica during the year ended Daber 31, 2012. Interest expense increase
by $0.3 million during the year ended December2®1,1 compared to the year ended December 31, 2@haniy due to the acceleration of
the closing cost and fees associated with the repayof our prior debt and interest incurred froonrbwings on our prior credit facility, and
a lesser extent, from the financing of leaseholgrowements for our headquarters.

Other income, net

Other income, net was relatively consistent dutirgyears ended December 31, 2012 and 2011. Qit@me, net decreased by $0.5
million during the year ended December 31, 201 1pm=med to the year ended December 31, 2010 prinduidyto income from two therapeutic
tax credits received during 2010.
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Provision for Income Taxe:

Year Ended December 31, % Change
2012 tc 2011 tc
(in thousands, except percentage 2012 2011 2010 2011 2010
Provision for income taxes $ 242 $ 143 $ 91 69% 52%

Provision for income taxes for the years ended Béeg 31, 2012, 2011 and 2010 primarily consist®dign taxes as our whollgwnec
subsidiary headquartered in Europe drives the caciaiization efforts of the platelet and plasmateyss in Europe, the CIS and the Middle
East. We do not provide for United States incomegan undistributed earnings of our foreign openatas we intend to permanently reinves
such earnings outside the United States. For thegrded December 31, 2012, we also incurred indares associated with timing
differences for acquired goodwill that is amortiteafor tax purposes.

Liquidity and Capital Resources

In recent years, our sources of capital have pilyneonsisted of public offerings and private plagts of equity securities, debt
instruments, and to a lesser extent, contributiomfproduct sales and United States governmentgeand cooperative agreements, net of
expenses.

At December 31, 2012, we had cash and cash eqotsadé $26.7 million. Our cash equivalents primadbnsist of money market
instruments, which are classified for accountingopses as available-for-sale.

Operating Activities

Net cash used in operating activities was $13.9anifor the year ended December 31, 2012, compar&d5.6 million during the year
ended December 31, 2011. The decrease in net saghiruoperating activities was primarily relatecchanges in working capital with a net
increase in the combined total for our accountsapkeyand accrued liabilities as a result of thengof payments, and a decrease in accounts
receivable during the year ended December 31, 2@l&jve to the corresponding period in 2011 dum¢treased efforts in cash collections.
This was offset by a higher rate of inventory building the year ended December 31, 2012 compartaktcorresponding period in 2011. 1
increased inventory build in 2012 was a resulhminhcrease in revenue growth for 2012 over 201 addition, at December 31, 2012, we
recorded a current asset representing the accetednty claim we filed against Fresenius relatmgroduct warranty claims incurred and
remediated by us, which all occurred during ther yealed December 31, 2012.

Net cash used in operating activities was $15.6anifor the year ended December 31, 2011 compiar&d 4.3 million during the year
ended December 31, 2010. The increase in net czshin operating activities was primarily due tamgies in our operating assets and
liabilities, primarily related to accounts receil@bue to the timing of cash collections from oustomers.

Investing Activities

Net cash provided by investing activities was $@ilion for the year ended December 31, 2012, cargb#o $0.6 million during the ye
ended December 31, 2011. The decrease in investingties was primarily due to the reinvestmentha proceeds received from the
maturities of our then-existing investments intom@yp market funds with original maturities of lekart 90 days.

Net cash provided by investing activities during ylear ended December 31, 2011 was $0.6 milliorpeoed to $0.1 million net cash
used in investing activities during the year enBedember 31, 2010. The increase in investing dietssivas primarily due to purchasing less
furniture, equipment and leasehold improvementsduhe year ended December 31, 2011 as compateé §ear ended December 31, 2010
in which we incurred costs related to the constilideand improvement of our facilities. This changgs offset by
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a decrease in our investment activities duringytres ended December 31, 2011 as the proceedseddedm the maturities of our existing
investments are generally reinvested in money mdwkels with original maturities of less than 9§/sla

Financing Activities

Net cash provided by financing activities was $l@iBion during the year ended December 31, 20b2ymared to $11.6 million during
the year ended December 31, 2011. The increaseaincing activities was primarily due to higherlt@soceeds received from sales of our
common stock offerings pursuant to the Cantor Agexgt and the MLV Agreement. We also received thebeof making nine months of
interest-only payments on our growth capital fagiith Comerica during the year ended Decembef812, compared to payments of both
principal and interest on our prior debt during teeresponding period in 2011.

Net cash provided by financing activities during trear ended December 31, 2011 was $11.6 milliompaoed to $26.0 million during
the year ended December 31, 2010. The decreast aash provided by financing activities was priilgatue to lower cash proceeds received
from common stock offerings and a net decreasedremental debt borrowing in 2011 compared to 2@i.common stock offerings during
the year ended December 31, 2011 related to shtag common stock pursuant to the MLV Agreemerdamwhich we sold approximately
3.5 million shares of our common stock for aggregedt proceeds of $9.7 million, of which $0.4 roifliwas received in the first quarter of
2012. The repayment of our prior debt was a redulsing substantially all of the proceeds we reegifrom the credit agreement with
Comerica in September 2011. In addition, we reckf23 million during the year ended December 81,12 as we drew down on our
revolving line of credit.

Working Capital

Working capital decreased to $18.4 million at DebenB1, 2012, from $18.6 million at December 311 2Qrimarily due to a net
increase in the combined total for our accountsapleyand accrued liabilities due to our vendors, ianreases on the current portion of our
debt as our obligation to pay principal paymentsuo@d in October 2012, and decreases in accoeodsvable due to our increased efforts to
collect cash from our customers. This was partiaffget by increases in inventory levels in ordebé able to fulfill anticipated future custor
demand for our products coupled with the managewfeotir supply chain, decreases in our warranilitgland increases in other current as
primarily related to an accepted warranty claimfilezl against Fresenius relating to product wagratédims incurred and remediated by us.

Working capital decreased to $18.6 million at DebenB1, 2011, from $22.1 million at December 311.@@rimarily due to lower
balances in cash and investments, which were wseslif operations, net increases in the combintd fior our accounts payable and accrued
liabilities balances as a result of the timing afments to our vendors, and increases in the dysetion of our debt, as we entered into a nev
credit facility. This was partially offset by in@ses in accounts receivable due to timing of calaations from our customers, increases in
inventory levels in order to be able to fulfill &ipated future customer demand for our productgptad with the management of our supply
chain and decreases in our warrant liability.

Capital Requirements

Our near-term capital requirements are dependewmainaus factors, including operating costs andkivay 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 eystin Europe and the United States, and cost®tktatcreating, maintaining and defending
our intellectual property. Our long-term
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capital requirements will also be dependent orstieeess of our sales efforts, competitive develapsnéhe timing, costs and magnitude of
longer-term clinical trials and other developmetthvties related to our platelet, plasma and rkbt cell systems, market preparedness and
product launch activities for any of our productgeographies where we do not currently sell oadpets, and regulatory factors. Until we are
able to generate a sufficient amount of producenee and generate positive net cash flows fromadipers, which we may never do, meeting
our long-term capital requirements is in large gatiject to access to public and private equitydetut capital markets, as well as to
collaborative arrangements with partners, augmeloyethsh generated from operations and interestiecearned on the investment of our
cash balances. We believe that cash received frodupt sales, our available cash balances andsatweebt will be sufficient to meet our
capital requirements for at least the next twelaomths. If our assumptions prove to be incorrectcaugd consume our available capital
resources sooner than 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 tlagtinctlude restrictive covenants,
including covenants that restrict the operationwfbusiness, liens on assets, high effectiveestaates and repayment provisions that reduct
cash resources and limit future access to capaakets. In addition, we expect to continue to oppastically seek access to the equity capital
markets to support our development efforts andaijmrs, including pursuant to the Cantor Agreeneerttherwise. To the extent that we raise
additional capital by issuing equity securities; stockholders may experience substantial dilufianthe extent we raise additional funds
through collaboration or partnering arrangementsnvay be required to relinquish some of our rightsur technologies or rights to market
and sell our products in certain geographies, dregnises on terms that are not favorable to ussole equity that may be substantially dilutive
to our stockholders.

The disruptions to the global credit and finana@rkets as well as general economic uncertaintyiding the continued instability of t
Eurozone, has generally made equity and debt fingmoore difficult to obtain and the terms lessdimble to the companies seeking to raise
financing. As a result of economic conditions, gahglobal economic uncertainty and other factats,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 commercializatiotivées. In addition, we will need to obtain addital funds to complete development
activities for the red blood cell system necessaryotential regulatory approval in Europe. Werad 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.

Other Information

Historically, we have received significant awandsunding under cooperative agreements with the Bwlhe 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 genéealine in the amount available for
government funding and we do not expect any revémuwe government grants and cooperative agreenientle foreseeable future, if at all.

We entered into the MLV Agreement in June 201Jgrasnded in January 2012 and August 2012, whichiggevfor 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 edter® the Cantor Agreement in August 2012 with Bathat provides for the issuance anc
sale of shares of our common stock over the tertheCantor Agreement having an aggregate offgiiag of up to $30.0 million through
Cantor as our sales agent. Future issuances aslafahares of common stock by us under the MLYeAment and Cantor Agreement, or the
Sales Agreements, are subject to the continued

51



Table of Contents

effectiveness of our shelf registration statemeferred to below. Sales of our common stock thradgv and Cantor will be made on the
Nasdaq Global Market by means of ordinary brc’ transactions at market prices, in block trangadior as otherwise agreed by us and MLV
or Cantor, as applicable. Subject to the termscamditions of the MLV Agreement and Cantor Agreem&fiV and Cantor will use
commercially reasonable efforts to sell our commstmtk from time to time, based upon our instrudi@including any price, time or size lim

or other customary parameters or conditions we imapse). We are not obligated to make any salesmwimon 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) ternanaif that Sales Agreement. Each Sales Agreemepbméerminated by MLV or Cantor, as
applicable, or us at any time upon 10 days notd@é 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 throught@€ainder the Cantor Agreement. During the yededrDecember 31, 2011,
approximately 3.5 million shares of our common kteere sold under the MLV Agreement for aggregatepnoceeds of $9.7 million. During
the year ended December 31, 2012, we sold an agfgrefapproximately 4.5 million additional shaoé®ur common stock under the MLV
Agreement and the Cantor Agreement for aggregdtproeeeds of $13.8 million. At December 31, 2042,had less than $0.1 million and
approximately $25.5 million of common stock avaiéato be sold under the MLV Agreement and Cantoreggient, respectively, subject to
the continued effectiveness of our shelf registratitatement referred to below.

In December 2011, we filed a shelf registrationtesteent on Form S-3 to offer and sell up to $150l0an of common stock, preferred
stock, warrants, and/or debt securities, less atsa@oid under the Sales Agreement following theatifeness of the shelf registration
statement. The registration statement was deckffedtive in January 2012 and expires in Januafiys20

Commitments and Off-Balance Sheet Arrangements
Off-balance sheet arrangements
We did not have any off-balance sheet arrangenzents December 31, 2012 or 2011.

Contractual Commitments
The following summarizes our contractual commitrseattDecember 31, 2012:

Less thar After 5

(in thousands) Total 1 year yleafs éa‘:’s years
Minimum purchase requirements $ 2,62¢ $ 2,52¢ $ 10C $ O $ O
Operating lease 2,10z 86& 1,18¢ 49 0
Other commitment 1,21¢ 37C 287 287 27¢
Debt 8,481 2,06: 6,41¢ 0 0
Total contractual obligatior $ 14,42¢ $ 5,82/ $7,99¢ $ 33€ $ 27¢

Minimum purchase requirements

Our minimum purchase commitments include certammanents of our INTERCEPT Blood System which wechase from third party
manufacturers and supply to Fresenius at no costsi®in manufacturing finished INTERCEPT disposdtils.
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Operating leases

We generally lease our office facilities and certaguipment under nocancelable operating leases with initial termsxicess of one ye
that require us to pay operating costs, propexgdainsurance and maintenance. These facilitesegsnerally contain renewal options and
provisions adjusting the lease payments if thosewl options are exercised. Our lease paymentsihaveased as we exercised a ten year
extension option on December 10, 2009 to extendetime of our Concord California lease and exerceséigle year extension option in January
2012, to extend the term of our Amersfoort, Thehddands lease for an additional five years follayvihe original lease expiration of January
2013. However, we have the right to early termirsitdh our Concord California lease and our Amentfdbe Netherlands lease, which may
occur as early as January 2015 and February 284gectively. Our facility leases qualify as opemgtieases under ASC Topic 84Deases”
and as such, are not included on our consolidaatzhbe sheets.

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 Jan2@15, we would be required to pay for any renmgjmportion of the landlord financed
leasehold improvements at such time. At Decembgl@12, we had an outstanding liability of $0.8limil related to these leasehold
improvements.

Debt

The Amended Credit Agreement with Comerica Bankigies 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 odns@diary, Cerus Europe B.V., as security for
borrowings under the Amended Credit Agreement.

Concurrent with the execution of the original l@ard security agreement in September 2011, we bed®&.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 matures on Septer80e2015, bears a fixed interest rate of 6.37% witerest—only payments due for the
first twelve months, followed by equal principaldainterest payments for the remaining 36 months.

In September 2011, we incurred a commitment fe46f000 and loan fees of $50,000, which were rembas a discount to our Growth
Capital Loan and are being amortized as a compafanterest expense using the effective interesthad over the term of the Growth Cap
Loan (discount was based on an implied interesto&?.07%). We will also be required to make alfipayment fee of 1% of the amounts
drawn under Growth Capital Loan due on the eanli€i) prepayment of the Growth Capital Loan of tiie maturity of the Growth Capital
Loan. The final payment fee will be accreted teiast expense using the effective interest metkiedtbe life of the Growth Capital Loan
upon draw.

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#hile trade receivables or (ii) the RLOC Loan Ambukt December 31, 2012, and 2011, we
had $3.2 million and $2.3 million, respectivelytstanding under the RLOC. We are required to répayrincipal drawn from the RLOC at
the end of the RLOC term on June 30, 2014, oraxdfla portion or all of the outstanding RLOC esde the amount available under the
RLOC. The RLOC bears a floating rate based onghddr’s prime rate plus 1.50%, with interest—ordyments due each month. At both
December 31, 2012 and 2011, the floating rate f th
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RLOC was at 4.75%. In September 2011, we incurreghamitment fee of $20,000. Upon amendment of dhe land security agreement in
June 2012, we incurred another annual commitmendf&20,000 and received a credit for the unusetign of the initial fee. We will incur a
$20,000 commitment fee at each annual anniversaginbing June 30, 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 reveiewels, which are measured
monthly based on a six-month trailing basis andtrbasat least 75% of the pre-established futur@pted revenues for the trailing six-month
period. Non-compliance with the covenants couldltés the principal of the note becoming due aaglgble. As of December 31, 2012 and a:
of the date of this report, we were in complianétthe financial covenants as set forth in the Aded Credit Agreement.

Financial Instruments

Our investment policy is to manage our marketabtisties portfolio to preserve principal and lidity while maximizing the return on
the investment portfolio to assist us in funding operations. We currently invest our cash and eaglivalents in money market funds and
interest-bearing accounts with financial institaBoOur money market funds are classified as Lewelthe fair value hierarchy, in which
guoted prices are available in active marketshasrtaturity of money market funds are relativelgrsland the carrying amount is a reasonable
estimate of fair value. Historically, our availatite-sale securities related to United States gavemt agencies were classified as Level 2 in
the fair value hierarchy, which uses observablatinpo quoted market prices, benchmark yields,teddrades, broker/dealer quotes or
alternative pricing sources with reasonable lewélsrice transparency. We maintain portfolio ligtydoy ensuring that the securities have
active secondary or resale markets. We did notrdegoy other-than-temporary impairment losses dyitie years ended December 31, 2012,
and 2011. Adverse global economic conditions, idiclg the sovereign debt crisis in Europe, have had,may continue to have, a negative
impact on the market values of potential investrment

ltem 7A.  Quantitative and Qualitative Disclosures About MagkRisk
Interest Rate Risk

At December 31, 2012, we held cash and cash egmigabf $26.7 million. We do not believe our exgesio interest rate risk to be
material given we held cash in interest-bearingants with financial institutions and the shorttemature of our investment portfolio
consisted of highly liquid money market instrumeiitise weighted average interest rates of our cadlcash equivalents at December 31, :
were 0.32%.

Our exposure to market rate risk for changes er@st rates relates primarily to our money mankgtriments. We do not use derivative
financial instruments. By policy, we may place fetinvestments with high quality debt security &sy limit the amount of credit exposure to
any one issuer and limit duration by restricting tarm for single securities and for the portf@ga whole. Our investments are held and
managed by a third-party capital management adthseiin turn, utilizes a combination of active ketrquotes and where necessary,
proprietary pricing models as well as a subscritréting service, in order to estimate fair valuehil& we believe that we will be able to
recognize the fair value of our money market insgnts when they mature or are sold, or if we pwsehavestments in securities in the future,
there can be no assurance that the markets far seesirities will not deteriorate further or thae fnstitutions that these securities are with wil
be able to meet their debt obligations.

Foreign Currency Risk

Our international operations are subject to rigkécal of an international business, including, agother factors: differing political,
economic, and regulatory climates, different tancures, and foreign exchange volatility. We doawrently enter into any hedging contracts
to normalize the impact of foreign exchange fluttuss. As a result, our future results could beamally impacted by changes in these or c
factors.

54



Table of Contents

Product sales for our blood safety products ard@renantly made in Europe and generally are inwbtoecustomers in Euros. In
addition, we incur operating expenses, includingnpent for finished goods inventory of disposabks kor the platelet and plasma systems.
These inventory purchases and operating expensegenerally paid in Euros and, to a much lesserege@ther foreign currencies. Our
exposure to foreign exchange rate volatility isracat result of our product sales, cash collectiod expenses to support our international
operations. Foreign exchange rate fluctuationsererded as a component of non-operating inconyge(ese), net on our consolidated
statements of operations. Significant fluctuationthe volatility of foreign currencies relative tioe United States dollar may materially impact
our results of operations. An unfavorable 10% cleangoreign currency exchange rates for our actorgteivable, accounts payable and
accrued liabilities that are denominated in foreigrrencies at December 31, 2012 would have neggatimpacted our annual financial results
by $0.1 million. Currently we do not have any neam plans to enter into a formal hedging programnitigate the effects of foreign currency
volatility.

Item 8. Financial Statements and Supplementary Dz

Our consolidated financial statements, togethen vétated notes and reports of Ernst & Young Lidélependent registered public
accounting firm, are listed in Item 15(a) and imted herein.

Item 9. Changes in and Disagreements with Accountants orcéunting and Financial Disclosure
None.

Item 9A.  Controls and Procedure

Evaluation of Disclosure Controls and Procedur®sir principal executive officer and principal fir@al officer are responsible for
establishing and maintaining “disclosure contraold arocedures” (as defined in Rule 13a-15(e) and Rbd-15(e), promulgated under the
Securities Exchange Act of 1934, as amended) focompany. Based on their evaluation of our disggiesontrols and procedures as of
December 31, 2012, our principal executive off@ed principal financial officer have concluded that disclosure controls and procedures
were effective.

Changes in Internal Control over Financial Repodiburing the last quarter of our fiscal year endeddeber 31, 2012, there were no
changes in our internal control over financial néijpg that have materially affected, or are reabbnbkely to materially affect, our internal
control over financial reporting.

Limitations on the Effectiveness of Contrélscontrol system, no matter how well conceived apdrated, can provide only reasonable,
not absolute, assurance that the objectives afdh&ol system are met. Because of the inhereritalions in all control systems, no evaluation
of controls can provide absolute assurance thabalirol issues, if any, within a company have beetected. Our disclosure controls and
procedures are designed to provide reasonableasssuof achieving their objectives, and the priakgxecutive officer and principal financial
officer have concluded that these controls andgaores are effective at the “reasonable assurdecel.

Management’s Report on Internal Control over Finah&eporting.Managemens assessment of the effectiveness of our inteoratal
over financial reporting as of December 31, 2042liscussed in the Management's Report on Int€oatrol over Financial Reporting
included on page 63.

Attestation Report of Independent Registered Puldditounting FirmErnst & Young LLP, independent registered publicaamting firm
has issued an audit report on our internal comtvel financial reporting, which report is included page 64.

Item 9B. Other Information
None.
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PART IlI

Certain information required by Part Il is omitteBdm this Annual Report on Form 10-K since we ntteo file our definitive proxy
statement for our 2013 annual meeting of stockhe|d® the Proxy Statement, pursuant to Reguldtih of the Securities Exchange Act of
1934, as amended, not later than 120 days aftemtef the fiscal year covered by this Annual Repo Form 10-K, and certain information
to be included in the proxy statement is incorpentdterein by reference.

Item 10.  Directors, Executive Officers and Corporate Goveree

Information required by this item regarding exeeaitofficers, directors and nominees for directorsluding information with respect to
our audit committee and audit committee financiqleat, and the compliance of certain reporting esswvith Section 16(a) of the Securities
Exchange Act of 1934, as amended, will be includetie Proxy Statement and is incorporated hergireference.

Code of Ethics

We have adopted the Cerus Corporation Code of Basi€onduct and Ethics, or Ethics Code, that eppliall of our officers, directors
and employees. The Ethics Code is available omelsite at www.cerus.com on the “Corporate Govereapage of the section entitled
“Investors.” If we make any substantive amendmémtie Ethics Code or grant any waiver from a psiovi of the Ethics Code to any
executive officer or director, we intend to promyadisclose the nature of the amendment or waiveea@sired by applicable laws. To satisfy
disclosure requirements, we may post any waives almendments to the Ethics Code on our websiteurof filing such waivers or
amendments on a Form 8-K.

Our employees are required to report any condattttiey believe in good faith to be an actual graapnt violation of the Ethics Code.
The Audit Committee of our Board of Directors hatablished procedures to receive, retain and asidaaplaints regarding accounting,
internal accounting controls or auditing matterd emallow for the confidential and anonymous sugsiain by employees of related concerns.

ltem 11.  Executive Compensatio
The information required by this item is incorp@dherein by reference to our Proxy Statement.

Item 12.  Security Ownership of Certain Beneficial Owners alanagement and Related Stockholder Mattt
The information required by this item is incorpadherein by reference to our Proxy Statement.

Item 13.  Certain Relationships and Related Transactions, adatector Independence
The information required by this item is incorpadherein by reference to our Proxy Statement.

Item 14.  Principal Accountant Fees and Servict
The information required by this item is incorp@dherein by reference to our Proxy Statement.
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PART IV

Item 15.  Exhibits and Financial Statement Scheduls
The following documents are being filed as parthig Annual Report on Form 10-K:
(8) Financial Statemen.

Page
Management's Report on Internal Control Over FiferiReporting 63
Reports of Ernst & Young LLP, Independent Registé?ablic Accounting Firn 64
Consolidated Balance Sheets as of December 31,&012011 66
Consolidated Statements of Operations for the theaes ended December 31, 2( 67
Consolidated Statements of Comprehensive Loshéothree years ended December 31, 2 68
Consolidated Statements of Stockhol’ Equity for the three years ended December 31, ; 69
Consolidated Statements of Cash Flows for the theaes ended December 31, 2( 70
Notes to Consolidated Financial Statems 71
Other information is omitted because it is eithersgnted elsewhere, is inapplicable or is immdtasalefined in the instructions.
(b) Exhibits.
Exhibit
Number Description of Exhibit
2.1(21) Asset Purchase and Redemption Agreement by anagbrt@erus Corporation and BioOne Corporation, daseaf
August 24, 201C
3.1(32) Amended and Restated Certificate of Incorporatio@erus Corporatior
3.2(32) Certificate of Amendment to the Amended and Redt@&tertificate of Incorporation of Cerus Corporati
3.3(32) Certificate of Designation of Series C Junior Riptting Preferred Stock of Cerus Corporati
3.4(10) Amended and Restated Bylaws of Cerus Corpora
4.1(1) Specimen Stock Certificat
4.2(16) Rights Agreement, dated as of November 3, 1998npsnded as of August 6, 2001, between Cerus Cdigoend
Wells Fargo Bank, N.A. (formerly known as Norwestr® Minnesota, N.A.)
4.3(18) Amendment to Rights Agreement, dated as of Oct2BeP009, between Cerus Corporation and Wells FBagdk, N.A.
(which includes the form of Rights Certificate ashibit B thereto).
4.4(17) Form of 2009 Warrant to Purchase Common St
4.5(22) Form of 2010 Warrant to Purchase Common St
Supply and/or Manufacturing Agreemen
10.1(8)t Supply Agreement, dated December 19, 2007, by atwlden Cerus Corporation and Brotech Corporatibfad?urolite
Company.
10.2(8)t Supply and Manufacturing Agreement, dated Marc?0D8, by and between Cerus Corporation and PorepoZation.
10.3t First Amendment to Supply and Manufacturing Agreetndated November 28, 2012, by and between Cerus

Corporation and Porex Corporatic
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Exhibit
Number

10.4(12)t
10.5(12)t

10.6(26)t

10.7(26)1
10.8(30)t

10.9(30)

10.10(4)
10.11(11)

10.12(19)

10.13(7)*
10.14(23y
10.15 *

10.16(20)
10.17(33)
10.18(16Y
10.19(27)
10.20(27)
10.21(27y
10.22(27)
10.23(27)
10.24 *

Description of Exhibit

Amended and Restated Manufacturing and Supply Ageeé dated December 12, 2008, by and between Cerus
Corporation and Fresenius Kabi AG (succe-in-interest to Fenwal, Inc.

Manufacturing and Supply Agreement, dated Septel®@®e?008, by and between Cerus Corporation and AlOV
Biomedical Corporatior

Amended and Restated Supply Agreement, dated @smémber 1, 2011, between Cerus Corporation ahdsfe/ens
Inc.

Loan and Security Agreemen
Loan and Security Agreement, dated as of SepteBhe2011, by and between Cerus Corporation and GoanBank.

First Amendment to Loan and Security Agreemengdlais of December 13, 2011, by and between Cengo@dion
and Comerica Banl

Second Amendment to Loan and Security Agreemeteddss of June 30, 2012, by and between Cerus €diqo anc
Comerica Bank

Real Estate Lease Agreemer

Standard Industrial/Commercial Single-Tenant Ledeg-dated October 12, 2001 between Cerus Corparatid
California Development, Int

Second Amendment to Standard Industrial/Comme&iale-Tenant Lease-Net, dated as of Septembe0DR
between Cerus Corporation and California Develogirian.

Letter to California Development, Inc. exercisingion to extend the lease term from the Second Almemt to
Standard Industrial/Commercial Single-Tenant Ledsg-dated as of September 18, 2008 between Cempo&tion
and California Development, In

Employment Agreements or Offer Lette

Offer Letter to Gail Schulze, dated October 15,72

Employment Letter, by and between Cerus corporaimhWilliam M. Greenman, dated May 12, 20
Addendum to Employment Agreement for William M. @nenan, dated December 5, 20
Employment Letter, by and between Cerus CorporatimhLaurence Corash, dated March 2, 2
Amended and Restated Employment Agreement with Hbwa Ervin, dated January 15, 20
Employment Letter for Kevin D. Green dated May 002.

Employment Agreement for Caspar Hogeboom dated IMé&y2006

Promotion Letter for Caspar Hogeboom dated Decerhbe2009 and executed on September 21, 2
Addendum to Employment Agreement for Caspar Hogebdated February 17, 201

Healthcare Contribution Letter for Caspar Hogebatated December 18, 20(

Home Telephone and Internet Expenses Letter fop@adogeboom dated January 11, 2(
Employment Letter, by and between Cerus CorporatimhChrystal Menard, dated October 19, 2I
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Exhibit
Number

10.25(1)*
10.26(1)*
10.27(1)*
10.28(1)*
10.29(30Y
10.30(2)*
10.31(3)*
10.32(5)*
10.33(9)*
10.34(25)
10.35(30)
10.36(29)
10.37(29y
10.38(29y

10.39*
10.40(13)
10.41(15)
10.42 *

10.43(27)
10.44(29y

10.45(24)
10.46(28)
10.47(31)

10.48(1)

10.49(14)
10.50(17)
10.51(31)

10.52(19)

Description of Exhibit

Stock Plans and Related Forn

1996 Equity Incentive Pla

Form of Incentive Stock Option Agreement under1B86 Equity Incentive Plai

Form of Nonstatutory Stock Option Agreement unter1996 Equity Incentive Pla

1996 Employee Stock Purchase P

Employee Stock Purchase Plan, as amended, effekthnae6, 2012

1998 Noi-Officer Stock Option Plar

1999 Equity Incentive Plan, adopted April 30, 1988proved by stockholders July 2, 19
1999 Nor-Employee Director Stock Option Su-Plan, amended December 4, 2C

2008 Equity Incentive Plan, approved by stockhaddieme 2, 200¢

2008 Equity Incentive Plan, as amended, reapprbyestockholders June 1, 20:

2008 Equity Incentive Plan, as amended, effectivee B, 2012

Form of Option Agreement for employees under th@82Bquity Incentive Plan, as amend
Form of Option Agreement for n-employee directors under the 2008 Equity Incerfilan, as amende
Form of Restricted Stock Unit Agreement under th@&®Equity Incentive Plan, as amend
Other Compensatory Plans or Agreemel

Bonus Plan for Senior Management of Cerus Corpmratis amended December 5, 2(
Cerus Corporation Change of Control Severance Bdplaih, as amende

Form of Severance Benefits Agreems

2012 and 2013 Executive Officer Compensation Areangnts

Non-Employee Director Compensation Poli

International Bonus Plal

Other Material Agreement

At-The-Market-Issuance Sales Agreement, dated 3uB611, by and between Cerus Corporation and MLE&
LLC.

Amendment to At-The-Market-Issuance Sales Agreentatéd January 4, 2012, by and between Cerus Gaiqmo
and MLV & Co. LLC.

Amendment No. 2 to At-The-Market-Issuance SalesAgrent, dated August 31, 2012, by and between Cerus
Corporation and MLV & Co. LLC

Form of Indemnity Agreement entered into betweeru€€orporation and each of its directors and etkexofficers.
Form of Amended and Restated Indemnity Agreemeiuipted April 24, 200¢
Form of Subscription Agreemet

Controlled Equity Offering™ Sales Agreement, datadyést 31, 2012, by and between Cerus CorporatidrCamtor
Fitzgerald & Co

Restructuring Agreement, dated as of February @520y and among Cerus Corporation, Baxter HealthSaA. and
Fresenius Kabi AG (succes-in-interest to Baxter Healthcare Corporatic
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Exhibit
Number

10.53(19)t
10.54(6)t

121
211
23.1
24.1
31.1

31.2

32.1 (35)

101.INS(34)
101.SCH(34
101.CAL(34
101.DEF(34
101.LAB(34
101.PRE(34

Description of Exhibit

License Agreement, dated as of February 2, 200anbybetween Cerus Corporation and Fresenius K&bi A
(successt-in-interest to Baxter Healthcare S.A. and Baxter Hiealte Corporation

Commercialization Transition Agreement, dated aSedfruary 12, 2006, by and between Cerus Corpaoratiol
Fresenius Kabi AG (succes-in-interest to Baxter Healthcare S.A. and Baxter Hiealte Corporation’

Computation of Earnings to Fixed Charg

List of Registrar’s subsidiaries

Consent of Independent Registered Public Accourking.
Power of Attorney (see signature pag

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

Certification of the Principal Financial Officer Gferus Corporation pursuant to Section 302 of #rb&hes-Oxley Act
of 2002.

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

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docutr
XBRL Taxonomy Extension Definition Linkbase Docurh
XBRL Taxonomy Extension Label Linkbase Docum

XBRL Taxonomy Extension Presentation Linkbase Doent

t Certain portions of this exhibits are subject tmafidential treatment orde
* Compensatory Plai
(1) Incorporated by reference to the like-describedlsikto the Registrant’s Registration Statementorm S-1 (File No. 333-11341) and
amendments theret
(2) Incorporated by reference to the -described exhibit to the Registr's Registration Statement on Fori-8, dated March 24, 199
(3) Incorporated by reference to the -described exhibit to the Registr’s Registration Statement on Fori-8, dated August 4, 199
(4) Incorporated by reference to the like-describedlaito the Registrant’'s Annual Report on FormKOfor the year ended December

2001.

(5) Incorporated by reference to the like-describedtaito the Registrant’s Quarterly Report on ForéRQ, for the quarter ended

March 31, 2003

(6) Incorporated by reference to the like-describedlaito the Registrant’s Quarterly Report on ForérQ, for the quarter ended

March 31, 2006

(7) Incorporated by reference to the like-describedlaito the Registrant’'s Annual Report on FormK Ofor the year ended December

2007.

(8) Incorporated by reference to the like-describedtaito the Registrant’s Quarterly Report on ForéRQ, for the quarter ended

March 31, 2008

(9) Incorporated by reference to the like-describedlaixto the Registrant’s Current Report on Form gfilked with the SEC on June 6,

2008.

(10) Incorporated by reference to the like-describedteto the Registrant’s Current Report on Form gfiked with the SEC on June 19,

2008.
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(11) Incorporated by reference to the like-describedk#iio the Registrant’s Quarterly Report on FortaQ, for the quarter ended
September 30, 200

(12) Incorporated by reference to the like-describedh#iio the Registrant’s Annual Report on FormKOfor the year ended December
2008.

(13) Incorporated by reference to the like-described@ito the Registrant’s Quarterly Report on FortrQ, for the quarter ended
March 31, 2009

(14) Incorporated by reference to the like-describedt@ito the Registrant’s Current Report on Form gfiked with the SEC on April 30,
2009.

(15) Incorporated by reference to the like-describedteto the Registrant’'s Current Report on Form gfiled with the SEC on June 1,
2009.

(16) Incorporated by reference to the like-describedh#to the Registrant’s Quarterly Report on ForfaQ, for the quarter ended June 30,
2009.

(17) Incorporated by reference to the like-describedketo the Registrant’'s Current Report on Form gfiked with the SEC on August 20,
2009.

(18) Incorporated by reference to the like-describedh@to the Registrant’s Current Report on Forri{ &iled with the SEC on October :
2009.

(19) Incorporated by reference to the like-describedk#ito the Registrant’s Annual Report on FormHKOfor the year ended December
2009.

(20) Incorporated by reference to the like-describedteto the Registrant’'s Current Report on Form gfiled with the SEC on March 8,
2010.

(21) Incorporated by reference to the like-describedheto the Registrant’s Current Report on Form gfiked with the SEC on August 30,
2010.

(22) Incorporated by reference to the like-describedheto the Registrant’'s Current Report on Form gfiked with the SEC on
November 12, 201(

(23) Incorporated by reference to the like-describedh#ito the Registrant’s Current Report on Form gfiked with the SEC on May 18,
2011.

(24) Incorporated by reference to the like-describedteto the Registrant’'s Current Report on Form gfiled with the SEC on June 6,
2011.

(25) Incorporated by reference to the like-describedl@xto Amendment No. 1 to the Registrant’s Qudyt&eport on Form 1@/A, for the
guarter ended June 30, 20

(26) Incorporated by reference to the like-describedi@ito the Registrant’s Quarterly Report on ForrQ, for the quarter ended
September 30, 201

(27) Incorporated by reference to the like-describedk#to the Registrant’s Annual Report on FormHKOfor the year ended December
2011.

(28) Incorporated by reference to the like-describedt®xto Amendment No. 1 to the Registrant’s Registm Statement on Form S-3/A,
filed with the SEC on January 6, 20:

(29) Incorporated by reference to the like-described@ito the Registrant’s Quarterly Report on For@rQ, for the quarter ended
March 31, 2012

(30) Incorporated by reference to the like-describedleto the Registrant’s Quarterly Report on ForéaQ, for the quarter ended June 30,
2012.

(31) Incorporated by reference to the like-describedk#to the Registrant’s Current Report on Form gfiked with the SEC on August 31,
2012.

(32) Incorporated by reference to the like-describedt#ito the Registrant’s Quarterly Report on FortaQ, for the quarter ended
September 30, 201

(33) Incorporated by reference to the like-describedheto the Registrant’'s Current Report on Forr{ &iled with the SEC on January
2013.

(34) Furnished herewith. Pursuant to applicable seesrliws and regulations, the Registrant is deembdie complied with the reporting
obligation relating to the submission of interaetlata files in such exhibits and is not subjediataility under any anti-fraud provisions
of the federal securities laws as long as the Ragishas made a good faith attempt to comply wighsubmission requirements and
promptly amends the interactive data files afterdneing aware that the interactive data files fllsomply with the submission
requirements. These interactive data files are édemot filed or part of a registratit
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statement or prospectus for purposes of Sectioms 12 of the Securities Act of 1933, as amendesidaemed not filed for purposes of
Section 18 of the Securities Exchange Act of 1@384amended, and otherwise are not subject toitiabitder these section

(35) This certification accompanies the Form 10-K toaebhit relates, is not deemed filed with the Se@siand Exchange Commission, and
is not incorporated by reference into any filingloé Registrant’s under the Securities Act of 1@&3amended, or the Securities

Exchange Act of 1934, as amended (whether madeebefafter the date of the Form 10-K), irrespextiv any general incorporation
language contained in such filir
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MANAGEMENT’'S REPORT ON INTERNAL CONTROL OVER FINANC |IAL REPORTING

Management is responsible for establishing and taiaing effective internal control over the Companfinancial reporting as defined
Rules 13a-15(f) and 15d-15(f) under the Securkieshange Act of 1934, as amended. Management asseseffectiveness of the
Company’s internal control over financial reportiag of December 31, 2012. In making this assessmmamagement used the criteria set fortt
by the Committee of Sponsoring Organizations offtteadway Commission (“COSQ”) internal Control—Integrated FrameworkBased on
this assessment, management has concluded tlwitDasember 31, 2012, the Company'’s internal cowiver financial reporting is effective.

The Company’s independent registered public ac@ogifitm, Ernst & Young LLP, has audited the effeehess of the Company’s
internal control over financial reporting as of Batber 31, 2012. Ernst and Young LLP’s attestatgport on internal control over financial
reporting is included herein.

The Company’s internal control system is desigegrbvide reasonable assurance to the Compangihagement and Board of Direct
regarding the preparation and fair presentatigoutslished financial statements. All internal cohtiystems, no matter how well designed, t
inherent limitations. Therefore, even those systdaisrmined to be effective can provide only reabtmassurance with respect to financial
statement preparation and presentation. Accordimgiyinternal control systems are designed toigekeasonable, not absolute, assurance
that the objectives of our internal control systeresmet and, as set forth above, our principattiee officer and principal financial officer
have concluded, based on their evaluation as ofildeof the period covered by this Annual ReporForm 10K, that our internal control ow
financial reporting was effective. To provide reaable assurance regarding the reliability of finaheporting and the preparation of financial
statements for external reporting purposes in aesare with generally accepted accounting princjpl@scontinue to implement, improve and
refine our disclosure controls and procedures amdnternal control over financial reporting.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors and Stockholders of Cerug@ation

We have audited Cerus Corporation’s internal cémiver financial reporting as of December 31, 20d&5ed on criteria established in
Internal Control—Integrated Framework issued by@oenmittee of Sponsoring Organizations of the TweadCommission (the COSO
criteria). Cerus Corporatio®’'management is responsible for maintaining effedtiternal control over financial reporting and its assessme
of the effectiveness of internal control over fiogh reporting, included in the accompanying Mamaget's Report on Internal Control over
Financial Reporting. Our responsibility is to exggen opinion on the company’s internal controlrdiveancial reporting based on our audit.

We conducted our audit in accordance with the stedwof the Public Company Accounting Oversighti@d&/nited States). Those
standards require that we plan and perform thet dndbtain reasonable assurance about whetheatigianternal control over financial
reporting was maintained in all material respe®is:. audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etasting and evaluating the design and operatifegéfeness of internal control based on the
assessed risk, and performing such other procedsre®& considered necessary in the circumstancefeliéve that our audit provides a
reasonable basis for our opinion.

A company'’s internal control over financial repodiis a process designed to provide reasonablesassuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company'’s internal control over financial repodiincludes those policies and procedures thai€ftpin to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseocfompany; (2) provide reasonable assuranc
that transactions are recorded as necessary tatgeaparation of financial statements in accor@anith generally accepted accounting
principles, and that receipts and expenditureh®ttbmpany are being made only in accordance witibaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely detectfainauthorized acquisition, use, or
disposition of the company’s assets that could lzaneterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detaisstatements. Also, projections of
any evaluation of effectiveness to future periogssaubject to the risk that controls may becomdenaate because of changes in condition
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, Cerus Corporation maintained, imaterial respects, effective internal control iofieancial reporting as of
December 31, 2012, based on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the
consolidated balance sheets of Cerus CorporatiofiRecember 31, 2012, and 2011, and the relatedatidlated statements of operations,
comprehensive loss, stockholders’ equity, and 8asts for each of the three years in the periodeghbDecember 31, 2012, and our report
dated March 12, 2013, expressed an unqualifiedapiimereon.

/sl ERNST & YOUNG LLP

Redwood City, California
March 12, 2013
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors and Stockholders of Cerug@ation

We have audited the accompanying consolidated balsineets of Cerus Corporation as of December@®®2,2nd 2011, and the related
consolidated statements of operations, comprehefs$s, stockholders’ equity and cash flows foheafcthe three years in the period ended
December 31, 2012. These financial statementsareesponsibility of the Company’s management. i@sponsibility is to express an opinion
on these financial statements based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamBioUnited States). Those
standards require that we plan and perform thet &dndbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on Blasis, evidence supporting the amounts and digds in the financial statements. An a
also includes assessing the accounting princied and significant estimates made by managenenelaas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements refer@alove present fairly, in all material respedts,¢onsolidated financial position of Ce
Corporation at December 31, 2012, and 2011, anddhsolidated results of its operations and itk ¢lsvs for each of the three years in the
period ended December 31, 2012, in conformity wittited States generally accepted accounting piiiesip

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), Cerus
Corporation’s internal control over financial refiog as of December 31, 2012, based on criterabéished in Internal Control — Integrated
Framework issued by the Committee of Sponsoringa@imgtion of the Treadway Commission and our regatéd March 12, 2013 expressed
an unqualified opinion thereon.

/s/ ERNST & YOUNG LLP

Redwood City, California
March 12, 2013
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CERUS CORPORATION

CONSOLIDATED BALANCE SHEETS
(in thousands, except per share amounts)

December 31

2012 2011
ASSETS
Current assett
Cash and cash equivale $ 26,69¢ $ 25,49
Shor-term investment 0 287
Accounts receivable, net of allowance of $0 anétPBecember 31, 2012 and 2011, respecti 4,44 6,09¢
Inventories 10,18( 6,44«
Prepaid expenst 63€ 81C
Other current asse 2,03¢ 605
Total current asse 43,99¢ 39,73¢
Non-current assett
Property and equipment, r 1,69¢ 2,032
Goodwill 1,31¢ 1,31¢€
Intangible assets, n 1,54¢ 1,74¢
Restricted cas 304 30z
Other asset 59 22¢
Total asset $ 48,91¢ $ 45,36°
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 7,18¢ $ 4,68(
Accrued liabilities 7,61¢ 5,82¢
Deferred revenu 77 111
Debt—current 4,82¢ 2,51¢
Warrant liability 5,90z 7,97¢
Total current liabilities 25,61 21,11
Non-current liabilities:
Debt+—nor-current 2,89¢ 4,69
Deferred income taxe 62 0
Other nor-current liabilities 1,241 1,24:
Total liabilities 29,81: 27,05¢
Commitments and contingenci
Stockholder' equity:
Preferred stock, $0.001 par value 5,000 share®anét, issuable in series; 0 and 3 shares issud
outstanding at December 31, 2012 and 2011; respdgtaggregate liquidation preference of $0
and $9,496 at December 31, 2012 and 2011, resphc 0 9,49¢
Common stock, $0.001 par value 112,500 shares @zgthp 56,252 and 51,211 shares issued ani
outstanding at December 31, 2012 and 2011, respéc 56 51
Additional paic-in capital 478,90: 452,70:
Accumulated defici (459,859 (443,93)
Total stockholder equity 19,107 18,31
Total liabilities and stockholde’ equity $ 48,91¢ $ 45,36

See accompanying Notes to Consolidated Financaé®ents.
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CERUS CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share amounts)

Product relatec
Product revenu
Cost of product revent
Gross profit on product reven
Government grants and cooperative agreements re'
Operating expense
Research and developmt
Selling, general and administrati
Amortization of intangible asse
Acquisition related costs net of gain on -controlling equity interes
Total operating expens:
Loss from operation
Non-operating income (expense), r
Revaluation of warrant liabilit
Foreign exchange gain (los
Interest expens
Other income, ne
Total nor-operating income (expense), |
Loss before income tax
Provision for income taxe
Net loss

Net loss per common sha
Basic
Diluted
Weighted average common shares outstanding usedlfarlating net loss per common shi
Basic
Diluted

Year Ended December 31

2012 2011 2010
$36,69:  $30,60: $21,67
20,61¢ 18,53 12,04¢
16,07¢ 12,06 9,631
91 2,447 1,43:
7,60: 7,17¢ 5,19t
25,66¢ 23,05: 21,57
202 202 67

0 0 182
33,47( 30,43: 27,02
(17,300 (15,929 (15,959
2,05¢ 48€ 39
86 (529) (816)
(551) (964) (689)
31 92 607
1,62¢ (915) (859)
(15,679  (16,83)  (16,81)
247 142 94
$(15,91)  $(16,98)  $(16,91)
$ (029 $ (039 $ (0.49
$ (039 $ (035 $ (0.49
54,51¢ 48,05( 40,30(
55,06 48,05( 40,30(

See accompanying Notes to Consolidated Financié®ents.
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CERUS CORPORATION

CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(in thousands)

Year Ended December 31

2012 2011 2010
Net loss $(15,91) $(16,987) $(16,917)
Other comprehensive income (los

Net unrealized gains (losses) on avail-for-sale securities, net of tax 0 (10¢) 50
Comprehensive los $(15,91) $(17,090) $(16,867)

See accompanying Notes to Consolidated Financié®ents.

68



Table of Contents

CERUS CORPORATION

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Balance at December 31, 2009

Net loss

Other comprehensive incor

Issuance of common stock from
public offering, net of expenses of
$1,710

Issuance of common stock from
exercise of stock options and/or
warrants, and purchases from
ESPF

Stoclk-based compensatic

Balance at December 31, 20

Net loss

Other comprehensive lo

Issuance of common stock from
public offering, net of expenses of
$420

Issuance of common stock from
exercise of stock options and/or
warrants, and purchases from
ESPF

Stocl-based compensatic

Balance at December 31, 20

Net loss

Issuance of common stock from
public offering, net of expenses
$550

Issuance of common stock from
exercise of stock options and/or
warrants, and purchases from
ESPF

Preferred stock conversic

Stocl-based compensatic

Balance at December 31, 20

Preferred Stock

(in thousands)

Common Stock

Accumulated
Other

Total

Additional Comprehensive Accumulated Stockholders’
Paid-in
Shares Amount Shares Amount Capital Income Deficit Equity

3 $ 9,49¢ 38,67¢ $ 39 $421.89° $ 58 $(410,04) $ 21,44¢
0 0 0 0 0 0 (16,917 (16,917
0 0 0 0 0 50 0 5C
0 0 8,30¢ 8 16,94( 0 0 16,94¢
0 0 34t 0 36¢ 0 0 36¢
0 0 0 0 1,82¢ 0 0 1,82¢
3 9,49¢ 47,32¢ 47 441,03 10¢€ (426,95 23,73
0 0 0 0 0 0 (16,982 (16,982)
0 0 0 0 0 (109) 0 (10¢)
0 0 3,701 4 9,67¢ 0 0 9,67¢
0 0 181 0 142 0 0 145
0 0 0 0 1,85(C 0 0 1,85(
3 9,49¢ 51,21 51 452,70: 0 (443,93) 18,31
0 0 0 0 0 0 (15,917 (15,917
0 0 4,48 5 13,81¢ 0 0 13,82:
0 0 221 0 34¢ 0 0 34¢
() (9,496 33¢ 0 9,49¢ 0 0 0
0 0 0 0 2,541 0 0 2,541
( $ 0 56,25 $ 5€ $478,90: $ 0 $(459,85) $ 19,101

See accompanying Notes to Consolidated Financaé®ents.
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CERUS CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS
(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
Gain on no-controlling equity interes
Non-cash interest expen
Deferred income taxe
Changes in operating assets and liabilities, neffetts of acquired busine:
Accounts receivabl
Inventories
Other asset
Accounts payabl
Accrued restructurin
Accrued liabilities
Deferred revenu

Net cash used in operating activit
Investing activities
Purchases of furniture, equipment and leaseholddugments
Sales (purchases) of certain other as
Sales of investmen
Maturities of investment
Net cash provided by (used in) investing activi
Financing activities
Net proceeds from equity incentives and the exemfsvarrants
Net proceeds from public offerir
Proceeds from landlord provided leasehold incen!
Proceeds from revolving line of cre:
Proceeds from debt, net of discol
Payments on revolving line of crei
Payments on debt and landlord provided leasehakehiives
Net cash provided by financing activiti

Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of pe

Supplemental disclosures
Non-cash conversion of preferred stock to common s
Common stock issued in connection with the acqaisibf certain assets of BioOl
Cash paid for intere:
Cash paid for income tax

Year Ended December 31

2012 2011 2010
$(15,917)  $(16,98)  $(16,91)
744 927 852
2,541 1,85( 1,82¢
(2,059 (48€) (39)
0 0 (315)

20 5 152

62 0 0
1,65¢ (1,309 (1,167
(3,740 (601) 2,06¢
(1,665 (13) 99
2,50¢ 1,45( (1,199
0 0 (119)
1,971 (33€) 56¢
(34) (137) (97)
(13,91)  (15637) (14,269
(81) (15€) (1,692)
1) 55 (11)
0 0 88
287 66€ 1,54¢
20F 562 (70)
332 142 37C
14,22¢ 9,27: 19,29:
0 0 1,561
1,81( 2,30( 0
0 4,91( 4,811
(920) 0 0
(537) (5,006) (34)
14,91 11,61¢ 25,99¢
1,19¢ (3,45]) 11,66:
25,49; 28,94¢ 17,28:
$26,69¢ $25497  $28,94
$ 949 $ 0o % 0
$ 0o $ 0 $ 34
$ 46C $ 102 $ 60C
$ 162 $ 128 $ 114

See accompanying Notes to Consolidated Financa¢®ents.
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CERUS CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2012

Note 1. Nature of Operations and Basis of Presentanh

Cerus Corporation (the “Company”) was incorporate8eptember 1991, and is developing and comméiciglthe INTERCEPT Blood
System, which is designed to enhance the safdfjoofl components through pathogen inactivation. Company has worldwide
commercialization rights for the INTERCEPT Bloods8&m for platelets, plasma and red blood cells.

The Company sells its INTERCEPT platelet and plasyséems in Europe, the Commonwealth of Indepengeies (“CIS”) countries,
the Middle East and selected countries in othepregaround the world. The Company conducts sicgnifi research, development, testing anc
regulatory compliance activities on its productdidates that, together with anticipated sellingyagal, and administrative expenses, are
expected to result in substantial additional losaad the Company may need to adjust its operatargs and programs based on the availal
of cash resources. The Company’s ability to ach@&peofitable level of operations will depend orceessfully completing development,
obtaining additional regulatory approvals and aghig widespread market acceptance of its prodidi¢tere can be no assurance that the
Company will ever achieve a profitable level of Gi@ns.

Note 2. Summary of Significant Accounting Policies
Principles of Consolidation

The accompanying consolidated financial statemientade those of Cerus Corporation and its subsidi@erus Europe B.V.
(collectively hereinafter “Cerus” or the “Companwyiter elimination of all intercompany accounts arahsactions. These consolidated
financial statements have been prepared in accoedaith accounting principles generally acceptethenUnited States of America (“GAAP”)
and pursuant to the rules and regulations of tleen8&s and Exchange Commission (“SEC”).

Use of Estimates

The preparation of financial statements requiresagament to make estimates, assumptions and judghen affect the reported
amounts of assets, liabilities, revenue and experseal related disclosures of contingent assetdiaitities. On an ongoing basis, the
Company evaluates its estimates, including thdsgak to revenue recognition, inventory valuaticgrtain accrued liabilities, valuation and
impairment of purchased intangibles and goodwélusation of warrants, valuation of stock optionsl@nshare-based payments, valuation
allowance of its deferred tax assets and unceirtabme tax positions. The Company basis its eséman historical experience and on various
other assumptions that the Company believes ted&sonable under the circumstances, the resulthiohviorm its basis for making judgments
about the carrying value of assets and liabilities are not readily apparent from other sourcesu® results may differ from those estimates
under different assumptions or conditions.

Reclassifications

Certain reclassifications have been made to peaogd reported amounts to conform to the currenbpepresentations. Previously the
Company had presented its provision for incomegasea component of other income (expense) , néteo@onsolidated Statements of
Operations. The Company has reclassified the goyvier income taxes to a separate line item inGbasolidated Statements of Operations,
and as presented in Note 17 and 19 to the Consadiddnancial Statements. This reclassification ii@é@mpact on net loss, total assets or tota
stockholders’ equity.
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CERUS CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
December 31, 2012

Revenue

The Company recognizes revenue in accordance v8ih Bopic 605-25;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. The Company’s main sources of
revenues for the years ended December 31, 2012,&81 2010 were product revenue from sales ofNfi&ERCEPT Blood System for
platelets and plasma (“platelet and plasma systeamsf United States government grants and awards.

Revenue related to product sales is generally rézed when the Company fulfills its obligations #ach element of an agreement. For
all sales of the Company’s INTERCEPT Blood Systendpcts, the Company uses a binding purchase ardksigned sales contract as
evidence of a written agreement. The Company #sl{datelet and plasma systems directly to bloaakis, 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 gagtthase order or sales contract. For revenuaganaents with multiple elements, the
Company determines whether the delivered elemeeét the criteria as separate units of accountingh Sriteria require that the deliverable
have stand-alone value to the customer and tlaagéneral right of return exists relative to théveeed 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 Compaifiyiited history of selling its products and vaildy in its pricing across the regions into whi
it sells its products. Since the Company’s prodactsnovel and unique and are not sold by othleirsl-party evidence of selling price is
unavailable.

At both December 31, 2012 and 2011, the CompanysBadmillion of short-term deferred revenue orcitgsolidated balance sheets
related to future performance obligations. Freigidts charged to customers are recorded as a cemtpafirevenue under ASC Topic 605,
“Accounting for Shipping and Handling Fees and GdsValue-added-taxes (“VAT") that the Company invoitests customers and remits to
governments are recorded on a net basis, whiclugaslsuch VAT from product revenue.

Revenue related to the cost reimbursement prowsioer development contracts or United Statesrgoment grants was recognized as
the costs on the projects are incurred. The Compasyeceived certain United States governmentgeard contracts that support research ir
defined research projects. These grants generallg provided for reimbursement of approved costsried as defined in the various grants.

Research and Development Expenses

In accordance with ASC Topic 73®ccounting for Research and Development Expenseséarch and development expenses are
charged to expense when incurred, including castried under each grant that has been awardeeé t8dmpany by the United States
government or development contracts. Research evelabment expenses include salaries and relajgehegs for scientific personnel,
payments to consultants, supplies and chemicatsinga-house laboratories, costs of research aveldpment facilities, depreciation of
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CERUS CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
December 31, 2012

equipment and external contract research expemsasding 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 developmeriners recorded and revenue recorded from develapometing and government grants
collaborative agreements. Actual results may dififem those estimates under different assumptio®nditions.

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 investmeim&ply consist of money market instruments, areldassified 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, were classified as short-term investmén accordance with ASC Topic 328ccounting for Certain Investments in Debt and
Equity Securitie” the Company classified all debt securities as albglfor-sale at the time of purchase and reevedusitich designation as of
each balance sheet date. Available-for-sale sézsdre carried at estimated fair value. Unrealgaids and losses derived by changes in the
estimated fair value of available-for-sale secesitivere recorded in “Net unrealized gains (lossesvailable-for-sale securities, net of taxes”
on the Company’s consolidated statements of conepisitie loss. Realized gains and losses from tleeosahaturity of available-for-sale
investments were recorded in “Other income, netthenCompany’s consolidated statements of opersatibime cost of securities sold was
based on the specific identification method. Then@any reported the amortization of any premium acatetion of any discount resulting
from the purchase of debt securities as a compafénterest income.

The Company also reviewed all of its marketableisges on a regular basis to evaluate whethersaeurity has experienced an other-
than-temporary decline in fair value.

Restricted Cash

The Company holds a certificate of deposit withoendstic bank for any potential decommissioning ltggufrom the Company’s
possession of radioactive material. The certificdtdeposit is held to satisfy the financial sunetguirements of the California Department of
Health Services and is recorded in “Restricted taaithe Company’s consolidated balance sheets.

Concentration of Credit Risk

Financial instruments that potentially subject @@mpany to concentrations of credit risk consighpgrily of cash, cash equivalents and
accounts receivable.

Pursuant to the Company’s investment policy, suthistily all of the Company’s cash and cash equival@re maintained at a major
financial institution in the United States of higtedit standing, which at times, may
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exceed federally insured limits. The Company hasrperienced any losses in its cash accounts elfel/bs it not exposed to any significant
risk.

Concentrations of credit risk with respect to tragieeivables exist. However, in connection with@wmmpany’s revolving line of credit,
as discussed in Note 11 in the Notes to Consolidateancial Statements, the Company purchasedd# arsurance policy that mitigates some
of its credit risk, as the policy will pay eithdéret Company or its lender on eligible claims filedits outstanding receivables. On a regular b
including at the time of sale, the Company perfooneslit evaluations of its customers. Generallg, @ompany does not require collateral fron
its customers to secure accounts receivable. Textent that the Company determines specific ire®iar customer accounts may be
uncollectible, the Company reserves against thewads receivable on its consolidated balance slametsecords a charge on its consolidated
statements of operations.

The Company had three customers and two custoimatrat¢counted for more than 10% of the Compaowytstanding trade receivable
December 31, 2012 and 2011, respectively. Thederness cumulatively represented approximately 58%%8% of the Company’s
outstanding trade receivables at December 31, 20d2011, respectively. To date, the Company haexperienced collection difficulties
from these customers.

Inventories

At December 31, 2012 and 2011, inventory consisfedork-in-process and finished goods only. Finglgeods include INTERCEPT
disposable kits, UVA illumination devices (“illumators”), and certain replacement parts for therilhators. Platelet and plasma systems’
disposable kits generally have a two-year life fritver date of manufacture. llluminators and replaa@nparts do not have regulated expiration
dates. Work-in-process includes certain comporthatsare manufactured over a protracted lengthred,twhich can exceed one year, before
being incorporated and assembled by Fresenius K@hi‘Fresenius”) into the finished INTERCEPT dispbte kits. Fresenius is the
successor-in-interest to Fenwal, Inc., or Fenwad, Baxter International, Inc., or Baxter, undettaieragreements which arose from the sale o
the transfusion therapies division of Baxter in 200 Fenwal. Fenwal was recently acquired by Friesewhich assumed Fenwal'’s rights and
obligations under these certain agreements, inctuttie Company’s manufacturing and supply agreemihtFenwal. In these footnotes
references to Fresenius include references taetggessors-in-interest. The Company maintaineantory balance based on its current sale
projections, and at each reporting period, the Gomievaluates whether its work-in-process inventeoyld be consumed for production of
finished units in order to sell to existing and gpective customers within the next twelve-monthqgakent is not customary for the Company’s
production cycle for inventory to exceed twelve iinsn Instead, the Company uses its best judgmdacttor in lead times for the production
of its finished units to meet the Company’s curmemands. If actual results differ from those eatés, work-in-process inventory could
potentially accumulate for periods exceeding orar yat December 31, 2012 and 2011, the Compangifilad its work-in-process inventory
as a current asset on its consolidated balancésshased on its evaluation that the work-in-progessntory would be consumed for
production and subsequently sold within each resmesubsequent 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.
Generally, the Company writes-down specificallyntiged unusable, obsolete, slow-moving, or knowsalable inventory that has no
alternative use to net realizable value in theqaktihat it is first recognized by using a numbefaators including product expiration dates,
open and unfulfilled orders, and sales forecasty. Write-down of its inventory to net
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realizable value establishes a new cost basis #dhbdenmaintained even if certain circumstancesgasg that the inventory is recoverable in
subsequent periods. Costs associated with the-dwiten of inventory are recorded in “Cost of prodietenue” on the Compars/tonsolidate
statements of operations. At December 31, 2012281d, the Company had $0.3 million and $0.6 milli@spectively, reserved for potential
obsolete, expiring or unsalable product. At Decem®ie 2012, the Company also wrote-down the vafumdain unsalable inventory of $1.7
million for which the Company has an offsetting veauty claim against Fresenius. See below in NdtetBe Notes to Consolidated Financial
Statements under “Guarantee and Indemnificatioargements” and Note 16 in the Notes to Consolidateancial Statements for further
information regarding the Company’s warranty cla@gainst Fresenius.

Property and Equipment, net

Property and equipment is comprised of furnitucgiigment, information technology hardware and safenand is recorded at cost. At
the time the property and equipment is ready fomitended use, it is depreciated on a straigktiiasis over the estimated useful lives of the
assets (generally three to five years). Leasemoiidvements are amortized on a straight-line basis the shorter of the lease term or the
estimated useful lives of the improvements.

Goodwill and Intangible Assets, net

Additions to goodwill and intangible assets, net derived at the time of a business acquisitiomhich the Company assigns the total
consideration transferred to the acquired assetsdban each asset’s fair value and any residualiantiecomes goodwill, an indefinite life
intangible asset. Intangible assets, net, whicludea license for the right to commercialize tNGERCEPT 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 Compangbnsolidated statements of operations.

Goodwill is not amortized but instead is subjecamoimpairment test performed on an annual basimnooe frequently if events or
changes in circumstances indicate that goodwill ympaired. Such impairment analysis is performedugust 31 of each fiscal year, or
more frequently if indicators of impairment exigffective January 1, 2012, the test for goodwilpairment may be assessed using qualitative
factors to determine whether it is more likely thot that the fair value of a reporting unit isdélsan the carrying amount. If the Company
determines that it is more likely than not that filie value of a reporting unit is less than thergiag amount, the Company must then proceed
with performing the quantitative two-step processeist goodwill for impairment; otherwise, goodvidlinot considered impaired and no furthel
testing is warranted. The Company may choose npetform the qualitative assessment to test gobflwilmpairment and proceed directly to
the quantitative two-step process; however, the izom may revert to the qualitative assessmenttagyodwill for impairment in any
subsequent period. The first step of the two-stepgss compares the fair value of each reportiiitgwith its respective carrying amount,
including goodwill. The Company has determined thaperates in one reporting unit and estimatedair value of its one reporting unit usi
the enterprise approach under which it considergittoted market capitalization of the Company pented on the Nasdaq Global Market.
Company considers quoted market prices that artabiain active markets to be the best evidendaiofvalue. The Company also considers
other factors, which include future forecasted itssthe economic environment and overall markeaions. If the fair value of the reporting
unit exceeds its carrying amount, goodwill of teparting unit is not considered impaired and, tfuges the second step of the impairment tes
is unnecessary. The second step of the two-ste@gsowhich is used to measure the amount of imeair loss, compares the implied fair
value of each reporting unit's goodwill with thespective carrying
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amount of that goodwill. If the carrying amounttb& reporting unit’'s goodwill exceeds the impliadt fvalue of that goodwill, an impairment
loss is recognized in an amount equal to that exces

The Company performs an impairment test on itsgitale assets, in accordance ASC Topic 360®Rfperty, Plant and Equipment,if
certain events or changes in circumstances occiehvitidicate that the carrying amounts of its ingfilsle assets may not be recoverable. If the
intangible assets are not recoverable, an impairtoea would be recognized by the Company baseti@axcess 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 8 in the NoteConsolidated Financial Statements for furthérimation regarding the Company’s
impairment analysis and the valuation of goodwilll antangible 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 whethecing/ing value of such assets will be recovereduph the undiscounted expected future
flows. If the expected undiscounted future castvdlare less than the carrying amount of thesesgsbet Company 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 during/dses ended December 31, 2012, 2011 and 2010.

Foreign Currency Remeasurement

The functional currency of the Company'’s foreigbsdiary is the United States dollar. Monetary tssaead 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 remeasurébhited States dollars using historical exchangestaMonetary revenues and expenses are
remeasured using average exchange rates prevailimg the period. Remeasurements are recorddai@ompany’s consolidated statements
of operations. The Company recorded foreign cusréogses of $0.1 million, $0.5 million and $0.8 kwih during the years ended
December 31, 2012, 2011 and 2010, respectively.

Stock-Based Compensation

The Company accounts for stock-based compensatiaocordance with ASC Topic 71&ompensation—Stock Compensatiostock-
based compensation expense is measured at thedgtarttased on the fair value of the award anédsgnized 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, stockdshsompensation is recognized once the performenitegia are probable of being achieved.

For stock-based awards issued to hon-employee§ dhmpany follows ASC Topic 505-5@ quity Based Payment to Non-Employees”
and considers the measurement date at which theafaie of the stock-based award is measured théearlier 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 caapen expense for the fair value of the vestedignroof the non-employee stock-
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based awards in its consolidated statements oatipes.

See Note 14 in the Notes to Consolidated Finaistetlements for further information regarding thenpany’s stocksased compensatis
assumptions and expenses.

Warrant Liability

In August 2009, and November 2010, the Companyeissvarrants to purchase an aggregate of 2.4 maliwh3.7 million shares of
common stock, respectively. The material termiefwwarrants were identical under each issuancepekaethe exercise price, date issued anc
expiration date. The Company classifies the wasrasta liability on its consolidated balance shagtfhe warrants contain certain material
terms which require the Company (or its succedsgpurchase the warrants for cash in an amountl égtize value of the unexercised portion
of the warrants in connection with certain chanfyeomtrol transactions. In addition, the Companyrakso be required to pay cash to a war
holder under certain circumstances if the Companynable to timely deliver the shares acquired wgamant exercise to such holder.

The fair value of these outstanding warrants isudated using a combination of the Black-Scholesl@hand/or binomial-lattice option-
pricing model and is adjusted accordingly at eagiorting period. Option-pricing models require ttreg Company uses significant
assumptions and judgment to determine approprngiets to the model. Some of the assumptions tleaCtmpany relies on include the
volatility of the Company’s stock over the life thie warrant, risk-free interest rate and the prdibalof a change of control occurring. The
binomial-lattice option-pricing model also consislarcertain number of share price movements angrtiebility of each outcome happening.

Changes resulting from the revaluation of warrémtgir value are recorded in “Revaluation of watriability” on the consolidated
statements of operations. Upon the exercise orfication to remove the provisions which require terrants to be treated as a liability, the
fair value of the warrants will be reclassifiedrfra liability to stockholders’ equity on the Companconsolidated balance sheets and no
further adjustment to the fair value would be medsubsequent periods.

See Note 13 in the Notes to Consolidated Finatgtetements for further information regarding them@any’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 rekewt information. Use of a valuation allowance ascdéed in ASC Topic 740 is not an
appropriate substitute for the derecognition abagosition. The Company recognizes accrued irtareb penalties related to unrecognized ta
benefits in its income tax expense. To date, tha@@my has not recognized any interest and penaities consolidated statements of
operations, nor has its accrued for or made paysrfeninterest and penalties. The Company had necagnized tax benefits as of December
31, 2012 and 2011. The Company continues to cafuilf aluation allowance on all of its deferred @ssets. Although the Company believes
it more likely than not that a
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taxing authority would agree with its current taosjtions, there can be no assurance that the it the Company has taken will be
substantiated by a taxing authority if reviewede Tompany’s tax years 1998 through 2012 remairesub)y examination by the taxing
jurisdictions due to unutilized net operating Issaad research credi

Net Loss Per Common Share

Basic net loss per common share is computed bdidiyinet loss by the weighted average number ofntcomshares outstanding for the
period. Diluted net loss per common share givescetb all potentially dilutive common shares ocansting for the period. The potentially
dilutive securities include stock options, emplogémck purchase plan rights, warrants and restristeck units, which are calculated using the
treasury stock method, and convertible preferredkstwhich is calculated using the if-converted moet Diluted net loss per common share
also gives effect to potential adjustments to therator for changes resulting from the revaluatibwarrants to fair value for the period, e
if the Company is in a net loss position if theeetfwould result in more dilution.

Diluted net loss per common share used the sanghteei average number of common shares outstanalinge years ended
December 31, 2011 and 2010, as calculated forabie Inet loss per common share as the inclusiamyppotential dilutive securities would be
antidilutive. In addition, certain potential dilutivecurities were excluded from the dilution calcuatfor the years ended December 31, 2
as their inclusion would have been anti-dilutive.

The following table sets forth the reconciliatiointloe numerator and denominator used in the contiputaf basic and diluted net loss |
common share for the years ended December 31, 2012,and 2010 (in thousands, except per shareras)ou

Year Ended December 31

2012 2011 2010
Numerator:
Net loss $(15,917)  $(16,98)  $(16,91)
Effect of revaluation of warrant liabilit (2,059 0 0
Adjusted net loss used for dilution calculat $(17,976) $(16,987) $(16,917)
Denominator
Basic weighted average number of common sharetaodisg 54,51¢ 48,05( 40,30(
Effect of dilutive potential common shares resgtfrom warrants accounted for as liabilit 54€ 0 0
Diluted weighted average number of common sharesanding 55,06! 48,05( 40,30(
Basic $ (0.29 $ (0.3 $ (0.49)
Diluted $ (0.3 $ (0.35) $ (042

The table below presents common shares underlyirog ®ptions, employee stock purchase plan rigidsrants, restricted stock units
and/or convertible preferred stock that were exetlftom the calculation of the weighted average lmemof common shares outstanding used
for the calculation of diluted net loss per common
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share. These were excluded from the calculationt@atigeir anti-dilutive effect for the years end@ecember 31, 2012, 2011 and 2010 (shares
in thousands):

Year Ended December 31
2012 2011 2010

Weighted average of anti-dilutive potential comnsbiares 8,71¢ 13,59t 9,86

Guarantee and Indemnification Arrangements

The Company recognizes the fair value for guaraatekindemnification arrangements issued or matiifie the Company after
December 31, 2002. In addition, the Company masitioe conditions that are subject to the guararsteésndemnifications in order to ident
if a loss has occurred. If the Company determinisgrobable that a loss has occurred, then adly sstimable loss would be recognized unde
those guarantees and indemnifications. Some cddheements 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 damagesst The Company has not received any
such requests for indemnification under these gioms and has not been required to make mateyahguats pursuant to these provisions.

The Company generally provides for a one-year viatyran 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 Coynpianvided for and settled the claims for warrasitjigations of $0.9 million related to
replacement costs for certain of its products thetCompany identified were defective or had thiepigal of being defective. Prior to this
incident, there have been very few warranty costarred. As a result, the Company had not accraedrfy potential future warranty costs at
December 31, 2011. In addition, the Company befigkiat the defective products and those that hagadkential of being defective identified
during the year ended December 31, 2012 are isblAtzordingly, the Company has not accrued fora@her incremental potential future
warranty costs for its products at December 312201

In connection with the warranty obligations provdder in relation to certain of its products duritihg year ended December 31, 2012
Company filed a warranty claim against FresenidsckvFresenius accepted. As a result, the Comparorded a current asset of $1.8 million
on its consolidated balance sheets as of Decembh@032 representing the full amount of the wagrafdim against Fresenius as Fresenius
will supply the Company with replacement produatsredit notes for those defective or potentiakyetttive products. The Company also
wrote-down the value of certain unsalable inventzir$1.7 million related to these products as dsetfing warranty claim against Fresenius.

Fair Value of Financial Instruments

The Company applies the provisions of fair valuatieg to its financial assets and liabilities. Tdgrying amounts of accounts
receivables, accounts payable, and other accrabtlities approximate their fair value due to te&tive short-term maturities. Based on the
borrowing rates currently available to the Compfonjoans with similar terms, the Company belietresfair value of its debt approximates
their carrying amounts. The Company measures awdds certain financial assets and liabilitiesaat ¥alue on a recurring basis, including its
available-for-sale securities and warrant liabilithe Company classifies instruments within Levélduoted prices are available in active
markets for identical assets, which include the Gany’s cash accounts and
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its money market funds. The Company classifiesunsents in Level 2 if the instruments are valuedgisbservable inputs to quoted market
prices, benchmark yields, reported trades, brokaléd quotes or alternative pricing sources wittsomable levels of price transparency. Thes
instruments include the Company’s available-foesacurities related to United States governmesncigs. The available-for-sale securities
are held by a custodian who obtains investmenepritom a third party pricing provider that usesdiard inputs (observable in the market) to
models which vary by asset class. The Companyifiesmstruments in Level 3 if one or more sigoéit inputs or significant value drivers
unobservable, Level 3 instruments include our wariability. The Company assesses any transfermngnfair value measurement levels at
end of each reporting period.

See Note 4 and 13 in the Notes to Consolidatedn€iabStatements for further information regarding Company’s valuation on
financial instruments.

New Accounting Pronouncements

There have been no new accounting pronouncemenisdgiuring the year ended December 31, 2012atbaif significance, or potent
significance, to the Company.

Note 3. BioOne Acquisition

On August 24, 2010, the Company acquired certaata®f BioOne, a privately held Japanese compstapkshed to develop
technologies to improve the safety of blood proguictAsia. The assets included the commercialindit®nses that the Company had granted
to BioOne for both the platelet and plasma systéingiinators held as saleable inventory and dertratien illuminators. No liabilities were
assumed.

As consideration for the acquired BioOne assetsCibmpany relinquished all shares of BioOne thdtbeen held by the Company and
issued 1,172,357 shares of the Company’s commak sdBioOne, of which 937,886 shares were issueleaclose of the acquisition on
August 24, 2010 and the remaining 234,471 shares issued six months from the close of the acqorsilate (February 25, 2011). The fair
value of the Company’s common stock issued to Be@mboth dates was measured based on the clasbegopthe Company’s common
stock on August 24, 2010, the date of acquisition was recorded as part of the total consideration

The total value of the consideration provided wa¥ $nillion, of which approximately $3.4 millionleged to the fair value of the
1,172,357 shares of the Company’s common stockdssuBioOne and approximately $0.3 million relatedhe fair value of the Company’s
non-controlling equity interest in BioOne relinguéxl as a result of the acquisition. The Companggeized a gain of $0.3 million, which
represented the difference between the assumedafai of the pre-acquisition naontrolling equity interest of BioOne and its camgy value.
The Company carried its 13% investment in BioOneeab as it had previously fully impaired its intraent in BioOne. The assumed fair va
of the pre-acquisition non-controlling equity irgst was calculated by applying the Company’s 13%esghip investment in BioOne to the
estimated fair value of the acquired assets (exojugoodwill) of $2.4 million as noted in the tatidelow.

The Company also incurred acquisition related coB$0.5 million, which were recorded as a compameiAcquisition related costs
and impairment of long-term investment in relatedips, net’'on the consolidated statements of operations dthiegear ended December
2010.

The BioOne acquisition was accounted for as aniaitigun of a business in accordance with ASC Td@fl6, “Business Combinations.”
The Company determined the fair values of the aeduangible and intangible assets
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based on their estimated fair values as of theisitigim date. The excess purchase price over theditue of the net tangible and identifiable
intangible assets was recorded as goodwill. A portif the goodwill recognized is expected to beudttile for income tax purposes. The
factors that contributed to the recognition of gedldncluded securing buyer-specific synergiesrtorease revenue and profits through the

commercialization of the INTERCEPT Blood System Mwaide. By acquiring these commercialization rigim€ertain Asian countries, the
Company was able to complete the global commeteitidin rights for its platelet and plasma systems.

The following table summarizes the fair value ofeds acquired at the acquisition date (in thougands

Commercialization righ—Asia $2,01%
llluminators—inventory 27C
Demonstration illuminator 13E
Goodwill 1,31¢

Total $3,73¢

The commercialization rights in Asia representrgmcquisition of contractual rights originally gtad to BioOne to market the
Company’s products in certain countries in Asiae Thntractual term of this original agreement wapetual and the Company estimated the
fair value of these acquired rights based on fuexgected cash flows to be generated over the egbéfe of the underlying technology. As a
result, these intangible assets are subject toglieramortization over the estimated useful liféenf years. The estimated fair value of inver
illuminators and demonstration illuminators wasdzhen the expected sales price of the inventosg, leasonable profit margins.

The Company'’s operating results included the impéthie BioOne acquisition beginning from the asifion date. The pro forma
disclosures for historical periods have not beas@nted as the impact of the BioOne acquisitionneasignificant to the results of operations
of the Company since BioOne did not have any sicanit revenues or expenses due to their limitedatjpegy activities as a result of a
deteriorating financial situation.

Note 4. Fair Value on Financial Instruments

The fair values of certain of the Company’s finaheissets 