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Washington, D.C. 20549
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ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
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OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 0-21937
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Preferred Share Purchase Rights
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Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405c06#turities Act. Ye&l No
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(2) has been subject to such filing requirementsHe past 90 days. YexI No O

Indicate by check mark whether the registrant lidisnitted electronically and posted on its corpokieb site, if any, every Interactive
Data File required to be submitted and posted fumtsto Rule 405 of Regulation S-T (8232.405 of dtiapter) during the preceding 12 months
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Indicate by check mark if disclosure of delinquitlerrs pursuant to Item 405 of Regulation S-K, (8205 of this chapter) is not
contained herein, and will not be contained, toltest of registrant’s knowledge, in definitive pyox information statements incorporated by
reference in Part Ill of this Form 10-K or any arderent to this Form 10-K[
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“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act. (Check one):

Large accelerated fileE] Accelerated filerX] Non-accelerated fileE] Smaller reporting companki
Indicate by check mark whether the registrantsiell company (as defined in Rule 12b-2 of the Exgle Act). Yesld No

The approximate aggregate market value of the camstack held by non-affiliates of the registranbéshe last business day of the
registrant’s most recently completed second figcalrter, based upon the closing sale price ofdgistrant’'s common stock listed on the
Nasdag Global Market, was $118.7 million.

As of February 22, 2012, there were 54,213,000eshaf the registrant’s common stock outstanding.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’s definitive proxy staent in connection with the registrant’s 2012 AnriMeaeting of Stockholders, to be filed
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December 31, 2011, are incorporated by referertoeRart 11l of this Annual Report on Form 10-K.
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PART I

This Annual Report on Form 10-K contains forward-t&king statements within the meaning of Section 2@Athe Securities Act of 1933, as
amended, and Section 21E of the Securities and Exoge Act of 1934, as amended, that involve risksl amcertainties. The forward-
looking statements are contained principally in fte7, “Management'’s Discussion and Analysis of Fineial Condition and Results of
Operations” and in Item 1A, “Risk Factors.These statements involve known and unknown riskscertainties and other factors which mi
cause our actual results, performance or achieverseto be materially different from any future redsl performances or achievements
expressed or implied by the forward-looking statertee Examples of forward-looking statements inclydmut are not limited to, statements
about our estimates regarding the sufficiency ofrazash resources, our ability to commercialize aachieve market acceptance of the
INTERCEPT Blood System, the anticipated progressoof research, development and clinical programsir @bility to manage cos
increases associated with pre-clinical and clinicd¢velopment for the INTERCEPT Blood System, ouiilép to obtain and maintain
regulatory approvals of the INTERCEPT Blood Systethe ability of our products to inactivate pathogethat may emerge in the future,
and our ability to protect our intellectual propertand operate our business without infringing updhe intellectual property rights of other
In some cases, you can identify forwelooking statements by terms such as “anticipatéwill,” “believe,” “estimate,” “expect,” “plan,”

and similar expressions intended to identify suariard-looking statements. Forward-looking statentemeflect our current views with
respect to future events, are based on assumptiang, are subject to risks and uncertainties. Ther@n be no assurance that these
statements will prove to be correct. Certain imgont factors could cause actual results to differ tedally 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 gwant marketing approval for our products, marketeeptance of our products,
reimbursement, development and testing of additiboanfigurations of our products, regulation by doastic and foreign regulatory
authorities, our limited experience in sales, matkey and regulatory support for the INTERCEPT Bloo8ystem, our reliance on Fenwal
and third parties to manufacture certain componerdaéthe INTERCEPT Blood System, incompatibility ofir platelet system with some
commercial platelet collection methods, our needctamplete certain of our product components’ commiat design, more effective product
offerings by, or clinical setbacks of, our competis, product liability, our use of hazardous matals 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, ledg proceedings, 0-going compliance with the requirements of the SartesOxley Act of 200
and other factors discussed below and under thetaap“Risk Factors,” in Item 1A of this Annual Repd on Form 10-K and in our other
documents filed with the Securities and Exchangermaission. We discuss many of these risks in thismAal Report on Form 10-K in
greater detail in the section entitle‘Risk Factors” under Part |, Item 1A below. Giverhese uncertainties, you should not place undue
reliance on these forward-looking statements. Al§orward-looking statements represent our estimasesl assumptions only as of the date
of this Annual Report on Form 10-K. You should reddis Annual Report on Form 10-K and the documerntsat we incorporate by
reference in and have filed as exhibits to this Amad Report on Form 10-K, completely and with the derstanding that our actual future
results may be materially different from what wepsct. Except as required by law, we assume no alhilign to update any forward-looking
statements publicly, or to update the reasons attesgults could differ materially from those antipated in any forwartlooking statements,
even if new information becomes available in thetdte.

Item 1. Business
Overview

We are a biomedical products company focused omengializing the INTERCEPT Blood System to enhabloed safety. The
INTERCEPT Blood System, which is based on our petary technology for controlling biological repditton, is designed to inactivate blood-
borne pathogens in donated blood components intefoderansfusion.
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We have worldwide rights for our INTERCEPT Bloods8m for three blood components: platelets, plasnaared blood cells. The
INTERCEPT Blood System for platelets, or plateledtem, and the INTERCEPT Blood System for plasm@Jasma system, have received
CE marks and are being marketed and sold in a nuaitlm®untries in Europe, The Commonwealth of Iretegent States, or CIS, the Middle
East and selected countries in other regions artwndorld. We sell both the platelet and plasnsesys using our direct sales force and
through distributors. In addition, we are develgpamd plan to perform the required clinical trifds our INTERCEPT Blood System for red
blood cells, or red blood cell system, for apprawdturope. Subject to the availability of adequateding from partners, government grants
and/or capital markets, we intend to complete dgyakent activities for the red blood cell systemassary for regulatory approval in Europe
and we may seek regulatory approval of our prodiactise United States.

We were incorporated in California in 1991 and ceiporated in Delaware in 1996. Our wholly-ownefssdiary, Cerus Europe B.V.,
was formed in The Netherlands in 2006. Informatiegarding our revenue, net loss, and total aseetbé last three fiscal years can be found
in the consolidated financial statements and rélatges found elsewhere in this Annual Report omiFb0-K.

Product Development
Background

The INTERCEPT Blood System is designed to broaallgdt and inactivate blood-borne pathogens, sueir@ses (for example, HIV,
West Nile, SARS, hepatitis B and C), bacteria aahpites, as well as potentially harmful white bl@ells, while preserving the therapeutic
properties of platelet, plasma and red blood cefigfusion products. The INTERCEPT Blood Systenstimates a broad array of pathogens
has the potential to reduce the risk of transfuseated transmission of pathogens for which tgsmot completely effective or is not
currently performed. We believe that the INTERCHHG0d System also has the potential to inactivabstmew pathogens before they are
identified and before tests are developed and adagimmercially to detect their presence in donhtedd.

Products, Product Candidates and Development Atiggi

We have worldwide commercial rights for all INTEREEBlood System products. The following table idfsag our products and
product development programs and their currentistat

Product or Product Under

Development Product or Development Status
INTERCEPT Blood » Commercialized in a number of countries indp, the CIS, the Middle East and
System—Platelets selected countries in other regions around thedvorl

» United States: Phase Il clinical trial contpl seeking United States Food and Drug
Administration, or FDA, concurrence on an additioRhase 11l clinical tria

INTERCEPT Blood » Commercialized in a number of countries indp4r, the CIS, the Middle East and
System—Plasma selected countries in other regions around thedwvorl
» United States: Orphan drug designation foroffivotic Thrombocytopenic Purpura;
Phase Il clinical trials completed; seeking chanh clinical pathway with the FD.

INTERCEPT Blood » Phase | clinical trial completed in 2010; mepg for initiation of Phase 1l clinical
System—Red Blood Cells trials to support CE Mark approval in Europe
» United States: Seeking clarity on clinicallpaay via Special Protocol Assessment
process with the FD,
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INTERCEPT Blood System for Platelets

The platelet system is designed to inactivate blomche pathogens in platelets donated for transfudihe platelet system has received
CE mark approval in Europe and is marketed andisaddhumber of countries in Europe, the CIS, thddié East and selected countries in
other regions around the world. Separate apprdoaisse of INTERCEPT-treated platelet products hasen obtained in France and
Switzerland. In Germany and Austria, where app®walist be obtained by individual blood centeraute of INTERCEPT-treated platelets,
several centers have obtained such approvals. iaumytries outside of Europe accept the CE markhae varying additional administrative
or regulatory processes before the platelet systambe made commercially available. In generakdhpocesses do not require additional
clinical trials. In addition to regulatory approsakome potential customers, including the largestch of the German Red Cross, may des
conduct their own clinical studies before adopting platelet system.

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, and submitted this informatiaiong with several other modules of our pre-masggtroval application, or PMA, to the FDA.
The FDA has indicated that the clinical trial datad supplemental analysis are not sufficient tgettpa PMA and we will therefore need to
conduct and complete an additional Phase Il dinigal before we can complete our regulatory sigision to the FDA. In November 2009,
and the FDA presented a proposed clinical triatqaol for a second Phase Ill clinical trial for fgkets to the FDA'’s Blood Product Advisory
Committee, or BPAC. The outcome of that meeting thassupport for the design and endpoints of addlirtrial for INTERCEPT-treated
platelets, subject to changes regarding the seitgitif the safety endpoint. We are currently isalissions with the FDA regarding further
details of the proposed additional Phase Il chhicial. However, until the final study size anelsifjn requirements are determined, we will not
be able to assess the feasibility of an additi®ese Il clinical trial. Currently, we have nomdato initiate such a clinical trial unless adeguat
funding is secured.

INTERCEPT Blood System for Plasma

The plasma system is designed to inactivate blamdebpathogens in plasma donated for transfusiba.plfasma system has received CE
mark approval in Europe and is marketed and soédriomber of countries in Europe, the CIS, the Mideast and selected countries in other
regions around the world. Separate approvals ferofisNTERCEPT-treated plasma products have betir@d in France and Switzerland. In
Germany and Austria, approvals must be obtaineiddiyidual blood centers for use of INTERCEPT-teghplasma. One such center in
Germany has received such an approval. Many casntiitside of Europe accept the CE mark and hayingeadditional administrative or
regulatory processes before the plasma systemecarade commercially available. In general, thesegsses do not require additional clinical
trials. In addition to regulatory approvals, sonmtemtial customers may desire to conduct their oliwrical studies before adopting the plasma
system.

We have completed Phase llla, Phase Illb and AHasdinical trials of the plasma system in theitdad States, reports for which were
filed with the FDA during 2005. We have not subetttany applications for regulatory approval of pfesma system in the United States. We
have received orphan drug status by the FDA Offic®rphan Products Development for INTERCEPT-trégtiasma for the treatment of
thrombotic thrombocytopenic purpura, or TTP. Altbbuve have completed Phase 11l clinical trialshis tpatient population, the FDA may
require supportive supplemental data collectecdbmmercial use in TTP patients receiving INTERCERSted plasma in Europe, or they may
require us to complete additional Phase Il clihtoals, before approval would be granted. Wesseking clarity on the clinical pathway with
the FDA, and we do not yet know if the FDA will tére any additional clinical trials. If additionelinical trials are required for approval, we
will likely only initiate such trials if adequat@rfding can be secured.

INTERCEPT Blood System for Red Blood Cells

The red blood cell system is designed to inactitéted-borne pathogens in red blood cells donatedr&nsfusion. In 2008, we
completed a series of vitro andin vivotests with the red blood cell system. In
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addition, we initiated a Phase | clinical trialtbé red blood cell system in the fourth quarte2@8 and completed the trial in early 2010,
successfully meeting the clinical trial’'s primanydpoint of red cell recovery measured twefayr hours after transfusion. In order to obtain
mark approval, we have submitted a clinical trighlecation to European regulators for a proposeasEHlI| clinical trial for acute anemia
patients in Europe. If the clinical trial applicaiiis approved, we expect to enroll and condudtas® Ill clinical trial for acute anemia patients
in Europe using INTERCEPT-treated red blood cefigibning in 2012. We are also planning to prepasknécal trial application for a Phase
[l clinical trial for chronic anemia patients iruEbpe. We expect to conduct a further process atidid study in Europe prior to commencen
of such trials.

Previously, we terminated Phase Il clinical tritds acute and chronic anemia for a prior genenatibthe red blood cell system. The
trials were terminated due to the detection oftantty reactivity to INTERCEPT-treated red blood éfl two patients in the study for chronic
anemia. The antibody eventually cleared and thiemtathad no adverse health consequences. Aftéindimy the data from the original Phase
Il clinical trials, we found that we had met thempary end-point in the clinical trial for acuteeamia. Prior to commencing the Phase | clinical
trial in 2008, we evaluated the antibodies detettdtle original Phase Il clinical trials and déymed process changes to diminish the
likelihood of antibody reactivity in red blood celireated with our modified process. There weradwerse events associated with
INTERCEPT-treated red blood cells evident in thé&€rial. Based on the results from the 2008 céihidal, we plan to conduct the planned
acute anemia Phase Il clinical trials in Europmgishe modified process, if our clinical trial dijgation is approved by European regulators.

In the United States, we believe that the FDA \ikly require us to complete an additional recgvand lifespan study and at least one
additional Phase llI clinical trial before we would able to potentially obtain approval for INTERZEtreated red blood cells in the United
States. We are seeking clarity on the clinical wathfor the red blood cell system through the Sgdeiotocol Assessment, or SPA, process
with the FDA by seeking concurrence from the FDAtla trial protocol for the potential additionaldle 111 clinical trial. A SPA is an
agreement between the sponsor and the FDA indic#iat the sponsor’s proposed trial protocol, idioig clinical endpoints and statistical
analyses, are acceptable to support regulatoryoappof the treatment being evaluated. Even if veeable to reach agreement with the FD/

a SPA for an additional Phase Il clinical trialbdvating the red blood cell system, we would onitiate such a trial if adequate funding can be
secured.

Additional information regarding our interactionglmthe FDA, BPAC and potential future clinical @édopment of the INTERCEPT
Blood System in the United States design can bedaunder “Item 1A—Risk Factors’ of this Annual Report on Form 10-K, under thekris
factor titled “Our products, blood products treated with the INTERT Blood System and we are subject to extensgdation by domestic
and foreign authorities. If our preclinical and wical data are not considered sufficient by a coyiistregulatory authorities to grant marketi
approval, we will be unable to commercialize ounglucts and generate revenue in that country. Odrhleod cell system requires extensive
additional testing and development.”

Information regarding our revenues for the yeadeerDecember 31, 2011, 2010 and 2009 can be foufittin 7—Management’s
Discussion and Analysis of Financial Condition d&elsults of Operatio” , and “ltem 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 emplegame technology. Platelet or plasma componeiiected from blood donors are
transferred into plastic INTERCEPT disposable &itsl are mixed with our proprietary compound, armedtog which has an affinity for nucle
acid.

The disposable kits are then placed in an illunidmatlevice, or illuminator, where the mixture igpeged to ultra-violet A, or UVA, light.
If pathogens such as viruses, bacteria or paramitepresent in the platelet or
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plasma components, the energy from the UVA lighises the amotosalen to bond with the nucleic ddideopathogens. The ability of
amotosalen to form both cross-links between strafidsicleic acid and links to single nucleic adichsds results in a strong chemical bond
between the amotosalen and the nucleic acid gbatigogens. The presence of these bonds is dedigpeevent replication of the nucleic acid
within pathogens, effectively inactivating the paglns. A high level of inactivation has been dertrated in a broad range of pathogens
studied by us and others in laboratory testing.ifstance, INTERCEPT has demonstrated inactivatfannumber of single stranded nucleic
acid-based viruses such as HIV, hepatitis B, hép&li(using a model virus), West Nile, chikungungad certain influenza viruses.

Since platelets and plasma do not rely on nuclgit far therapeutic efficacy, the INTERCEPT Bloogsfm is designed to preserve the
therapeutic function of the platelet and plasmamoments when used in human transfusions.

Following the inactivation process, residual amateis and by-products are reduced by more than 888agh use of a compound
adsorption device, which is an integrated componéttie disposable kit. We have performed extengixeology testing on the residual
amotosalen and its hyroducts and good safety margins have been denatewtrAny remaining amotosalen which may be trasesfus rapidly
excreted by humans.

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

Like the platelet and plasma systems, the red btetidsystem acts by using an additive compourfdrim bonds with nucleic acid in
pathogens that may be present in donated red lolelbdollections. The red blood cell system is deei to preserve the therapeutic qualitie
the red blood cells, which like platelets and plasdo not rely on nucleic acid for their cellulan€tion. The red blood cell system uses another
of our proprietary compounds, S-303. Unlike thegi&t and plasma systems, the chemical bonds fr@®3Sare not triggered by UVA light,
but instead, by the pH level of the red blood cethponents. After mixture with the red blood celirponents in plastic disposable kits, S-303
is designed to rapidly break down into a form ikato longer chemically reactive with nucleic add. with the platelet and plasma systems, a
high level of inactivation in a broad range of magans has been demonstrated with the red bloodystim 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 respamrsdangerous levels of endotoxins. Extensiveaagirtesting has been done on platelet and
plasma products treated with the INTERCEPT Bloost&y, as well as post-marketing haemovigilanceiesuaf the treated blood products in
routine use.

We believe that, due to their mechanisms of actioa platelet system, plasma system, and red ebdystem will potentially inactiva
blood-borne pathogens that have not yet been testhadur systems, including emerging and futurealts to the blood supply. We do not
claim, however, that our INTERCEPT Blood System imidctivate all pathogens, including prions, and imactivation claims are limited to
those contained in our product specifications.

Collaborations
Baxter International, Inc. and Fenwal, Inc.

We collaborated with Baxter International, Inc. Baxter, on the development and commercializaticth® INTERCEPT Blood System
commencing in 1993. We obtained exclusive worldwidemmercialization 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
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platelet and plasma systems, excluding certainrAstaintries where the commercialization rights been licensed to BioOne Corporation, or
BioOne. We also agreed to pay Baxter royaltiesutmré INTERCEPT Blood System product sales at tgyakes that vary by product: 10%
product sales for the platelet system, 3% of prodates for the plasma system, 5% of product datethie red blood cell system, and 6.5% on
sales of UVA illuminators. In March 2007, Baxtetdsds transfusion therapies business, the unBadter that has performed many of the
manufacturing and supply chain activities relatedur relationship with Baxter, to Fenwal, Inc. F@nwal. Fenwal has assumed Badeight:
and obligations under our agreements.

BioOne

In June 2004, we and Baxter entered into a defmigreement with BioOne, which we refer to as2b@4 agreement, for the
commercialization of our platelet system in specifparts of Asia. In June 2005, we and Baxter edtarto a definitive agreement with
BioOne, which we refer to as the 2005 agreementhf® commercialization of our plasma system ircijesl parts of Asia. Under the terms of
both the 2004 agreement and 2005 agreement, Bis@s&esponsible for seeking regulatory approvalafal commercializing the platelet ¢
plasma system in Japan, China, Taiwan, South Kdtegiland, Vietham and Singapore. Under those ageets, BioOne received exclusive
marketing and distribution rights in each of thosentries. In March 2007, Baxter transferred ight$ and obligations with regard to BioOn
Fenwal.

In August 2010, we completed an acquisition ofaiarassets of BioOne, including the commercialaatights that both Fenwal and we
granted to BioOne for both the platelet and plasystems. Concurrent with the acquisition, Fenwalaa terminated the commercialization
rights that we and Fenwal had granted to BioOnea Asnsequence of the termination, and pursuaapte-existing agreement with Fenwal,
our commercialization rights to the platelet analspha systems under our 2005 and 2006 agreemehtBawiter became worldwide. As
consideration for the acquired BioOne assets, Virequashed all shares we held in BioOne valuedpgtraximately $0.3 million and issued
1,172,357 shares of our common stock to BioOneedhat approximately $3.4 million, of which 937,88@res were issued at the close of the
acquisition on August 24, 2010 and the remaining,£81 shares were issued six months from the db#e acquisition date on February 25,
2011.

United States Armed Forces

In February 2001, we were awarded a cooperativeeagent with the Army Medical Research Acquisiticstidity division of the
Department of Defense, or DoD. In total, we haverbawarded an aggregate of $36.4 million under dsvand cooperative agreements with
the DoD, all of which were for the continued fungliof projects to develop our pathogen inactivateshnologies for the improved safety and
availability of blood that may be used by the Udiftates Armed Forces for medical transfusions.edtiie terms of the cooperative
agreements, we are conducting research on theviatiah of infectious pathogens in blood, includimgusual viruses, bacteria and parasites
that are of concern to the United States Armedérchis funding supports advanced developmentiofex blood cell system.

Investment in Aduro BioTech

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

In July 2009, we entered into a three-way licergre@ment with Anza Therapeutics and Aduro BioTectAduro, and separate
agreements with each of Anza Therapeutics and Adunich we refer to collectively as the AssignmAgteements. In November 2009, Anza
Therapeutics transferred all of its intellectuadgperty to Aduro pursuant to the terms of the Assignt Agreements. In exchange for agreeing
to the transfer and relinquishing our shares ingAhkerapeutics and releasing any claims againsa Aherapeutics, we received
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$0.8 million in cash, preferred stock representifgbo of Aduro’s capital, and a 1% royalty fee on &utyre sales resulting from the transferred
technology. In April 2011, Aduro completed a suhsayg round of financing, issuing Series B prefestxtk and as a result, reduced our
ownership in Aduro to less than 3%. Since receiyreferred stock in Aduro, we have carried our gtreent in Aduro at zero on our
consolidated balance sheet as we have no basidi¢edthat we will receive any economic benefinfrour equity ownership in Aduro as we
believed that Aduro’s technology platforms, whichre largely based on Anza Therapeutics’ in-prodesglopment programs, had a high risk
of failure.

William Greenman, our President and Chief Execu@¥icer, is on the Board of Directors of Aduro. MBreenman does not represent
Cerus on Aduro’s Board of Directors.

Manufacturing and Supply

We are responsible for the full management androbot the supply chain for the INTERCEPT illumionad and certain other
components of the platelet and plasma disposatdeWe have used, and intend to continue to usd, plarties to manufacture and supply the
devices, disposable kits and inactivation compouhdsmake up the INTERCEPT Blood System for usdiimical trials and for
commercialization. We rely solely on Fenwal for thanufacture of INTERCEPT Blood System disposalitednd on contract manufacturers
for the production of inactivation compounds, comnpad adsorption components of the disposable kidlsSLAA illuminators used in the
INTERCEPT Blood System. We currently do not haterakte manufacturers for the components in ouwtyots beyond those that we
currently rely on.

In December 2008, we amended our manufacturingsapgly agreement with Fenwal. Under the amendeekagent, Fenwal is
obligated to sell, and we are obligated to purchfisished disposable kits for the platelet andspla systems for both clinical and commercial
use. The agreement permits us to purchase platedgplasma kits from third-party manufacturers jed that we meet certain annual
minimum purchase obligations to Fenwal. We areaesible for developing and delivering to Fenwal proprietary inactivation compounds
and adsorption media for incorporation into thalffigystem configuration. The term of the amendedufacturing and supply agreement with
Fenwal extends through December 31, 2013, andareatically renewed for one year terms, subje¢etmination by either party upon thirty
months prior written notice, in the case of Fenwalkwentyfour months prior written notice, in our case. Wl &enwal each have normal ¢
customary termination rights, including terminatfon material breach.

Components of compound adsorption devices uselhialpt and plasma disposable kits are manufactoye®brex Corporation, or
Porex. In 2007, we and Porex entered into an agreefar the manufacture of such components, whiglires in December 2012. We do not
currently have alternate manufacturers validatedhie manufacture of compound adsorption deviceswil need to either identify and
validate alternate suppliers for the manufactureoshpound adsorption devices or agree with Poreaithier an amended supply agreement or
new agreement. We also have contracts with sugphieraw materials used to make the compound atisorgevices, which includes such
companies as Brotech Corporation d/b/a Purolite @y, or Purolite. We entered into the supplieeagrent with Purolite in 2007, which
extends through December 2013, and will automdgicahew each year, unless terminated by eithdypgron providing at least two year pi
written notice.

Pursuant to a contract that we and NOVA Biomedaiporation, or NOVA, entered into in September@000VA has begun
manufacturing illuminators for us. The term of th©®VA agreement extends through September 2013saadtomatically renewable for one
year terms, subject to termination by either paggn twelve months prior written notic

In September 2011, we amended our manufacturingapply agreement with Ash Stevens, Inc., or Agvé&ts, for the synthesis of
amotosalen, the inactivation compound used in @atefet and plasma systems. Under this amende@mgr, we are not subject to minimum
annual purchase requirements. However, if specifieghtities of amotosalen are not purchased iryany, we are required to pay a
maintenance fee of up
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to $50,000 for such year. In the past, we haverieduthese penalties. The term of the amended raeturing and supply agreement with Ash
Stevens extends through December 31, 2015 andwtdimatically renew thereafter for a period of fyears, unless terminated by either party
upon providing at least one year prior written oetiin our case, or at least two years prior writietice, in the case of Ash Stevens.

We and our contract manufacturers, including Feramal NOVA, purchase certain raw materials for dapdsable kits, inactivation
compounds, materials and parts associated with congpadsorption devices and UVA illuminators frotmated number of suppliers. Some
of our suppliers require minimum annual purchaseuts. While we believe that there are alternaiverces of supply for such materials,
parts and devices, we have not validated or gedlifiny alternate manufacturers. As such, estabgjsidditional 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 dort@day a relatively small number of blood colleatimrganizations. Many of the
organizations are national blood transfusion ses/mr Red Cross organizations who collect, stodedstribute virtually all of their respective
nations’ blood and blood component supplies. Thgelst European markets for our products are in @eyinFrance, and England.

In Germany, decisions on product adoption are noade regional or blood center-by-blood center ba#isile obtaining CE marks allow
us to sell the platelet and plasma systems to bdeaters in Germany, blood centers in Germany stilsbbtain both local manufacturing
approval and national marketing authorization fittwe Paul Ehrlich Institute before being allowedédl platelet and plasma components
treated with the INTERCEPT Blood System to tranisfgi$iospitals and physicians. To date, severalbtmmnters in Germany have received
such requisite approvals and authorizations foipthtelet system and/or the plasma system.

In France, broad product adoption is dependent@angal decision by the Etablissement FrancaiSahg, or EFS, and then on a broad-
based national supply contract being awarded. 11 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 edinéd in the National Blood Service. We understtrad the National Blood Service
has decided to implement bacterial detection tggtin platelets before considering pathogen inatitin.

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

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

Competition

We believe that the INTERCEPT Blood System hasageompetitive advantages over competing bloodvd@athogen inactivation
methods that are either on the market or in devetop. The INTERCEPT Blood System is designed ferindlood centers, which allows for
integration with current blood collection, procegsand storage procedures. Certain competing pteducrently on the market, such as sol
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detergent-treated plasma, use centralized progetsa takes blood products away from the bloodesan order to be treated at a central
facility before being shipped back out to the blaedters or hospitals for ultimate transfusionEtrope, several companies, including Grifols
S.A., Octapharma AG and MacoPharma Internatiomaldaveloping or selling commercial pathogen inattbn systems or services to treat
fresh frozen plasma. CaridianBCT (becoming Terum®pBiaas developed a pathogen inactivation systerblémd products and has been
issued CE marks for a pathogen reduction systerhdthr platelets and plasma. We understand thatli@aBCT is also developing a pathogen
inactivation system for whole blood. In additiondioect competition from other pathogen inactivatinethods, we encounter indirect
competition from other approaches to blood safetfiuding methods of testing blood products fortedal and viral pathogens. Some of these
indirect competitors have mature, weitablished products and more resources than we Rarther discussion of the major competitorsurc
blood product business can be found under “Item 1Risk Factors' of this Annual Report on Form 10-K, under thekriactor entitled If our
competitors develop superior products to ours orkaatheir products more effectively than we marketproducts, our commercial
opportunities could be reduced or eliminated.”

We believe that the primary competitive factorshie market for pathogen inactivation of blood pradiinclude the breadth and
effectiveness of pathogen inactivation processesamount of demonstrated reduction in transfusitated adverse events subsequent to
adopting pathogen inactivation technology, robusiraf treated blood components upon transfusiag efwuse, the scope and enforceabilit
patent or other proprietary rights, product valelative to perceived risk, product supply and mtmneand sales capability. In addition, we
believe the length of time required for productbéodeveloped and to receive regulatory and, inescases, reimbursement approval are also
important competitive factors. We believe that iIN€ERCEPT Blood System will compete favorably wispect to these factors, although
there can be no assurance that it will be abletsad Our success will depend in part on our gitititrespond quickly to medical and
technological changes and customer demand thrdweggtigvelopment and introduction of new products.

Patents, Licenses and Proprietary Rights

Our success depends in part on our ability to alggatents, to protect trade secrets, to operateutitnfringing upon the proprietary
rights of others and to prevent others from infiiggon our proprietary rights. Our policy is to ke&e protect our proprietary position by,
among other methods, filing United States and fprgiatent applications related to our proprietaghhology, inventions and improvements
that are important to the development of our bissinds of December 31, 2011, we owned approxim&4ligsued or allowed United States
patents and approximately 72 issued or alloweddarpatents related to the INTERCEPT Blood Syst@nr. patents expire at various dates
between 2012 and 2027. In addition, we have pendirited States patent applications and have filgdesponding patent applications under
the Patent Cooperation Treaty. We have a licemse ffenwal to United States and foreign patentsinglao the INTERCEPT Blood System,
which expire at various dates between 2017 and.2@@prietary rights relating to our planned anteptal products will be protected from
unauthorized use by third parties only to the extieat they are covered by valid and enforceablera or are effectively maintained as trade
secrets. The laws of certain foreign countries alopnotect 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 evaatization of the INTERCEPT Blood System to cusérs 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 seasomds, seasonality does not have a materiattedie our business.

Inventory Requirements and Product Return Rights

Our platelet and plasma systems have receivedategylapproval for tworear shelf lives. llluminators and replacementdd not hav
regulated expiration dates. We own work-in-prodagentory for certain
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components of INTERCEPT disposable kits, finishddERCEPT disposable kits, illuminators, and certajplacement parts for our
illuminators. Our supply chain for certain of thesenponents, held as work-in-process on our cattat@d balance sheet, may potentially take
over one year to complete production before betiliged in finished disposable kits. We maintainiaventory balance based on our current
sales projections, and at each reporting periodeweduate whether our work-in-process inventory fdne consumed for production of
finished units in order to sell to existing and gpective customers within the next twelve-monthqaknt is not customary for our production
cycle for inventory to exceed twelve months. Indie@e use our best judgment to factor in lead tifoethe production of our finished units to
meet our current demands. If actual results dfffam those estimates, work-in-process inventorjdpotentially accumulate for periods
exceeding one year. Inventory is recorded at thetaf cost, determined on a first in, first ousisaor market value. We use significant
judgment to analyze and determine if the compasibibour inventory is obsolete, sl-moving, or unsalable and frequently review such
determinations. Our limited history and limited expnce with manufacturing and selling the INTERCHHtood System limits the amount of
historical data we have to perform such analysenegally, we write-down specifically identified adste, slow-moving, or known unsalable
inventory that has no alternative use to net rehlz value in the period that it is first recoguizby using a number of factors, including
product expiration dates, open and unfulfilled osdand sales forecasts. The write-down of ourritagy to net realizable value establishes a
new cost basis and will be maintained even if éeitacumstances suggest that the inventory isve@ble in subsequent periods.

We sell the INTERCEPT Blood System directly to lmdzanks, hospitals, universities, and governmeaneigs, as well as to distributors
in certain regions. Generally, our contracts witin customers do not provide for open return rigbxgept within a reasonable time after rec
of goods in the case of defective or non-conforngreduct.

Customers and Financial Information About Geographt Areas

At December 31, 2011, we had two customers thdt aacounted for more than 10% of our outstandiadetreceivables, which
cumulatively represented approximately 58% of autstanding trade receivables. In addition, we haée significant customers that each
accounted for more than 10% of our total produeeneie, which cumulatively represented 57% of otal foroduct revenue and 61% of our
total product revenue for the years ended Dece®be2011 and 2009, respectively, while we had &gnificant customers that each
accounted for more than 10% of our total produeenele, which cumulatively represented 67% of otal foroduct revenue for the year ended
December 31, 2010. The loss of any one of thesemess would have an adverse impact on our busifiesgate, we have not experienced
collection difficulties from these customers. Fdd#ional details about these customers for thesyeaded December, 2011, 2010 and 2009, a
well as information regarding our net revenues éggyaphical location and location of our long-liassets, see Note 19 in the Notes to
Consolidated Financial Statements under “ltem 35(&onsolidated Financial Statements and Supplemematg—Financial Statements—
Financial Statement” of this Annual Report on Form 10-K.

Research and Development Expenses

A significant portion of our operating expenseeeigsited to research and development and we intenthintain our strong commitment
research and development. We have incurred tatebreh and development expenses of $7.2 millio2, $ilion and $6.4 million for the
years ended December 31, 2011, 2010 and 2009 ctesge. See Note 2 in the Notes to ConsolidatathRcial Statements und‘ltem 15(a)—
Consolidated Financial Statements and Supplemeiatg—Financial Statementf this Annual Report on Form 10-K for costs and
expenses related to research and development tledfimancial information for the years ended Deber 31, 2011, 2010 and 2009.

Government Regulation

We and our products are comprehensively regulaitéidel United States by the FDA and, in some ingsngy state and local
governments, and by comparable governmental atignn other countries.
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Our European investigational plan has been bas¢deoiINTERCEPT Blood System being categorized as<lIl drug/device
combinations under the Medical Device Directivaghe MDD, of the European Union. The European dmquires that medical devices
affix the CE mark, an international symbol of aditere to quality assurance standards and compligitice¢he MDD. We initially received the
CE mark for our platelet system and separatelpforplasma system in 2002 and 2006, respectiveywill need to obtain a CE mark
extension in our name from European Union regusafior both our platelet and plasma systems eveeyyfears. The CE mark for the platelet
system is effective through May 2012 while the C&kfor the plasma system is effective through Smjper 2016. A separate CE mark
certification must be received for the red blootl sgstem to be sold in the European Union andtreiocountries recognizing the CE mark. In
addition, France, Switzerland, Germany, and Aus&guire separate approvals for INTERCEPT-treateddproducts.

The FDA regulates drugs, medical devices and bictognder the Federal Food, Drug, and Cosmetiaadtother laws, including, in the
case of biologics, the Public Health Service Adte3e laws and implementing regulations govern, gnatimer things, the development, test
manufacturing, record keeping, storage, labelidgedising, promotion and pre-market clearanceppraval of products subject to regulation.
The steps required before a medical device maypmaed for marketing in the United States purstaiat PMA include:

» preclinical laboratory and animal tes

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

» appropriate tests to show the procs safety:

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

e submission to the FDA of a PMA; ai

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

The FDA will require a PMA for each of the INTERCEBystems for platelets, plasma and red blood beltsuse the FDA considers
INTERCEPT Blood System a biological medical devitike FDA Center for Biologics Evaluation and Resbaor CBER, is principally
responsible for regulating the INTERCEPT Blood $ystHowever, before the FDA determines whetheppw@ve our blood safety products,
we expect our PMA to be reviewed by the Blood Potslddvisory Committee, or BPAC, an advisory conmedtconvened by and reporting to
the FDA. Should the FDA ask questions to BPAC, waeet BPAC will answer those questions and makemegendations to the FDA.

In order to support our PMA for the INTERCEPT BloBystem, we have conducted various types of stuitielsiding toxicology studies
to evaluate product safety, laboratory and animaliss to evaluate product effectiveness and hustiaical trials to evaluate the safety,
tolerability and effectiveness of treated blood poments. Since assuming responsibility for regmasapproval of the INTERCEPT Blood
System in the United States in 2006, we have useddme modular process for our PMA applicatioritferplatelet system that Baxter had
used in the United States. The content, order ahohission timing of the modules must be approvethbyFDA, and a modular PMA
application cannot be approved until all modulegehaeen submitted to, reviewed by and acceptetidyFDA.

We completed a Phase Il clinical trial of the plat system in the United States in March 2001asdpplemental analysis of data from
this trial in 2005. We submitted this informatidiorag with several other modules of our PMA, to Bi2A. The FDA has indicated that the
clinical trial data and supplemental analysis aresufficient to support a PMA and we will theredareed to conduct and complete an
additional Phase lll clinical trial before we cantplete our regulatory submission to the FDAI. lovember 2009, we and the FDA
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presented a proposed clinical trial protocol feeaond Phase 11l clinical trial for platelets te BPAC. The outcome of that meeting was the
support for the design and endpoints of a clintigal for INTERCEPTtreated platelets, subject to changes regardingehsitivity of the safet
endpoint. We are currently in discussions withFDgA regarding further details of the proposed ddddl Phase Il clinical trial. Currently, we
have no plans to initiate such a clinical trialesd adequate funding can be secured.

We have completed Phase llla, Phase Illb and AHasdinical trials of the plasma system in theitéd States, reports for which were
filed with the FDA during 2005. We have not subedtiany applications for regulatory approval of pileesma system in the United States.
INTERCEPT-treated plasma was recently granted orjhag status by the FDA Office of Orphan Prodii¢selopment for the treatment of
TTP. Although we have completed Phase Il clintcials in this patient population, the FDA may requsupportive supplemental data
collected in commercial use in TTP patients recgyNTERCEPT-treated plasma in Europe, or they regyire us to complete additional
Phase IlI clinical trials, before approval woulddranted. We are seeking clarity on the clinicahpay with the FDA, and we do not yet know
if the FDA will require any additional clinical &is. If additional clinical trials are required fapproval, we will likely only initiate such trials
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 ManufacturingcBce or Quality System Regulation requiremestsatisfactory. The facilities of the
principal third-party suppliers that manufacture products are not currently FDA-qualified.

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

We believe that, in deciding whether the INTERCHEFdod System is safe and effective, regulatory adities have taken, and are
expected to take, into account whether it advera#gcts the therapeutic efficacy of blood compdses compared to the therapeutic efficacy
of blood components not treated with the systentafram human clinical studies must demonstrateséfety of treated blood components
their therapeutic comparability to untreated bleochponents. In addition, regulatory authoritied witigh the system’s safety, including
potential toxicities of the inactivation compoundsd other risks against the benefits of usingsifsem in a blood supply that has become
safer. We have conducted many toxicology studisgded to demonstrate the INTERCEPT Blood Systeafsty. There can be no assurance
that regulatory authorities will not require furttexicology or other studies of our products. Bhee discussions with the FDA and European
regulatory authorities, we believe that data onbyrf laboratory and animal studies, not data fromduo clinical studies, will be required to
demonstrate the system'’s efficacy in inactivatiathpgens. In light of these criteria, our clinit@l programs for the INTERCEPT Blood
System consist of studies that differ from typieabse |, Phase Il and Phase llI clinical studies.

The INTERCEPT Blood System for red blood cells pinézal and clinical studies have been conductedgiprototype system
disposables and devices. In addition to the clinitals, 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 “ltem 1ARisk Factors' of this Annual Report on
Form 10-K, under the risk factor titlet©Our products, blood products treated with the INNEEPT Blood System and we are subject to
extensive regulation by domestic and foreign autiest. If our preclinical and clinical data are nobnsidered sufficient by a country’s
regulatory authorities to grant marketing approvade will be unable to commercialize our productd generate revenue in that country. Our
red blood cell system requires extensive addititesting and development.”
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Health Care Reimbursement and Reform

Our ability to commercialize our products succelbgfuill depend in part on the extent to which appriate reimbursement levels for the
cost of the products and related treatment ardr@ataThe recent United States healthcare refotrarad 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.

Employees

As of December 31, 2011, we had 82 employees, 2¢hofn were engaged in research and developmeri&imdselling, general and
administrative activities. Of the 58 employees ggghin selling, general, and administrative adégit 30 were employed by our European
subsidiary, Cerus Europe B.V. None of our employsescovered by collective bargaining agreemenmis vee believe that our relationship
with our employees is good.

Available Information

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

Financial Information

Our financial information including our consoliddtbalance sheets, results of operations, stateroéogsh flows, statements of
stockholders’ equity and the related footnotesdtwgrcan be found under “Item 35Exhibits and Financial Statement SchedtlesPart IV of
this Annual Report on Form 10-K.

Item 1A. Risk Factors

Our business faces significant risks. If any ofelients or circumstances described in the followisigs actually occurs, our business
may suffer, the trading price of our common stamkld decline and our financial condition or resuttsoperations could be harmed. These
risks should be read in conjunction with the otliformation set forth in this report. The risks amdcertainties described below are not the
only ones facing us. There may be additional rfaked by our business. Other events that we deuroently anticipate or that we currently
deem immaterial also may adversely affect our farrcondition or results of operations.

The INTERCEPT Blood System may not achieve broadrked acceptance.

We must address issues and concerns from broatitaensies involved in the healthcare system, fliood centers to patients,
transfusing physicians, hospitals, private and ipiggctor payors, regulatory bodies and publictheslithorities. We may be unable to
demonstrate to these constituencies that the INTHRCBlood System is safe, effective and econonuicéthat the benefits of using the
INTERCEPT Blood System products justify their cost.

Use of the platelet system results in some proegdess of platelets. If the loss of platelets ketwlincreased costs for our customers, our
customers or prospective customers believe thdbseof platelet reduces the efficacy of the thasien unit, or our process requires chang
blood center or clinical regimens, prospective aomrs may not adopt our platelet system. Certaidiest have indicated that transfusion of
conventionally prepared platelets may yield highest-transfusion platelet counts (according to asuseement
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called “corrected count increment”) and may be neffective than transfusion of INTERCEPT-treatealtglets. While certain studies also
demonstrate that INTERCEPT-treated platelets reétarapeutic function comparable to conventionatgléts, customers may choose not to
adopt our platelet system due to consideratioragingl to corrected count increment or efficacy.

The INTERCEPT Blood System does not inactivaté&mtiwn pathogens, and the inability of the INTERCHBRd0d System to inactivate
certain pathogens may limit its market acceptaRoe example, due to the biology of certain ripid enveloped viruses, including the hepa
A virus, our products have not been demonstratéxteffective in the inactivation of these virudesaddition, for human parvovirus B-19,
which is also a non-lipid-enveloped virus, ouritggthas not demonstrated a high level of inactbratAlthough we have shown high levels of
inactivation of a broad spectrum of lipid-envelopdises, some customers may choose not to adoptrroducts based on considerations
concerning inability to inactivate, or limited inta@tion, of certain non-lipid-enveloped virusedmfarly, although our product has been
demonstrated to effectively inactivate spore-fomgmiacteria, our products have not been shown effbetive in inactivating bacterial spores,
once formed. In addition, since prions do not ciontaicleic acid, our products do not inactivateps. While transmission of prions has not
been a major problem in blood transfusions, anéreenot aware of any competing products that imatdiprions, the inability to inactivate
prions may limit market acceptance of our products.

We have conducted studies of our products in botfitro andin vivo environments using well-established tests thatacepted by
regulatory bodies. When @m vitro test was not generally available or not well-esthigld, we conducted vivo studies in mammalian models
to predict human responses. Although we have repreto believe that thia vitro andin vivo studies are not predictive of actual results in
humans, we cannot be certain that the resultseskth vitro andin vivo studies accurately predict the actual results imdms in all cases. To
the extent that actual results in human patieritsrdifrom the results of oum vitro or in vivotesting, market acceptance of our products mi
negatively impacted.

Furthermore, due to limitations of detective tests,cannot exclude that a sufficient quantity ahpgen or pathogens may still be pre
in active form which could present a risk of infeatto the transfused patient. Such uncertainty limaiy the market acceptance of our prodt

If customers experience operational or technicablgms with the use of INTERCEPT Blood System potslumarket acceptance may
reduced. For example, if adverse events arise fincomplete inactivation of pathogens, improper pesing or user error, or if testing of
INTERCEPT-treated blood samples fails to relialipfirm pathogen inactivation, whether or not dilgettributable to the INTERCEPT
Blood System, customers may refrain from purchasiegoroducts. In addition, there is a risk thatter studies we or others may conduct will
show results inconsistent with previous studiesughthis happen, potential customers may delaghopse not to adopt our products, and
existing customers may cease use of our products.

Market acceptance of our products is affected bgdbicenter budgets and the availability of reimborent from governments, managed
care payors, such as insurance companies, orthihgiparties. In many cases, due to the struafitbe blood products industry, we will have
little control over budget and reimbursement disauss, which generally occur between blood cerdatsnational or regional ministries of
health and private payors. Even if a particulaotlcenter is prepared to adopt the INTERCEPT BBgstem, their hospital customers may
not accept, or may not have the budget to purchl3&RCEPT-treated blood products. Since blood eenivould likely not eliminate the
practice of screening donors or testing blood fthpgens prior to transfusion, even after implefngmur products some blood centers may
not be able to identify enough cost offsets toraffio® purchase our products. Budgetary concernslbredyrther exacerbated by the economic
austerity programs implemented in European couws)tvilnich may limit the adoption of new technologiesluding our products. Furthermore,
it is difficult to predict the reimbursement statfsewly approved, novel medical device produketsertain countries, governments have
issued regulations relating to the pricing and ipabflity of medical products and medical productsnpanies. Health care reform in the United
States has also placed downward pressure on ttiagpdf medical products.
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Product adoption in Europe and other regions maydgatively affected because we do not have Uidtates Food and Drug
Administration, or FDA, approval for any of our pitects. In addition, if we do not achieve widesprpeatiuct adoption in key European
countries, adoption in other countries may be &éfi:c

The market for the INTERCEPT Blood System is higtdycentrated with few customers, including ofteméhant regional or national
blood collection entities. Even if our productsei@e regulatory approval and reimbursement is abégl failure to effectively market, proma
distribute, price or sell our products to any afgé large customers could significantly delay @nediminish potential product revenue in those
geographies. The market for our pathogen inactimadgiystems in the United States is highly conc&dradominated by a small number of
blood collection organizations. In many countriedNestern Europe and in Japan, various nationalbi@nsfusion services or Red Cross
organizations collect, store and distribute virtpall of their respective nations’ blood and blomamponents supply. In Europe, the largest
markets for our products are in Germany, France Eargland. In Germany, decisions on product adomitd subsequent reimbursement are
made on a regional or even blood centeblmed center basis, but depend on both local as@nd centralized regulatory approvals from
Paul Ehrlich Institute, or PEI. Product characterisrelating to platelet dose of INTERCEPT-tregpéatelets 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 adapfproducts. Customers or prospective customagsaonduct and complete their own
clinical trials before adopting our products. Fastance, we understand that the largest groupoofidenters in Germany will not purchase our
products on a routine basis until and unless trmigcompletes a clinical trial using our produdt& cannot predict the final trial design,
number of transfusions, enroliment duration, estéddaime it will take to complete such a trial,toal outcome. While INTERCEPT-treated
platelets and plasma have receivedaomntry regulatory approval and reimbursement rate® been established in France, adoption thrau
France has been limited to certain blood centeesidibns on product adoption in England are camg&dlwith the National Blood Service and
we understand that the National Blood Service leasded to implement bacterial detection testingplatelets before considering pathogen
inactivation. The Japanese Red Cross controlsréfisignt majority of blood transfusions in Japanl @&xerts a high degree of influence on the
adoption and use of blood safety measures in JapenJapanese Red Cross has been reviewing peatlamd clinical data on pathogen
inactivation of blood over a number of years ansl y&t to make a formal determination to adopt aathggen inactivation approach. We
understand that the Japanese Red Cross has begual &valuation of a competing technology. Befdre Japanese Red Cross considers our
products, we understand that we may need to cotomitaking certain product configuration changesriter to allow the INTERCEPT Blood
System to integrate with the collection platfornishe Japanese Red Cross.

Adverse market and economic conditions may exacelazertain risks affecting our busines

Sales of our products are dependent on reimburgefnoem government health administration authorijt@istribution partners and other
organizations. As a result of adverse conditioffscéihg the global economies and credit and finalnmiarkets, including the current sovereign
debt crisis in certain countries in Europe andufiions due to political instability or otherwighese organizations may be unable to satisfy
their reimbursement obligations, or may delay paynfier the INTERCEPT Blood System. In addition,ipchl and economic instability in
Europe may diminish the value of the Euro, whichldaeduce our reported product revenue.
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Our products, blood products treated with the INTEEPT Blood System and we are subject to extensagritation 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 ouioplucts and generate revenue in that country. Oudrdglood cell system requires extens
additional testing and development.

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

» development

» testing;

* manufacturing

» labeling;

» storage

» pre-market clearance or approv
» sales and distributiot

» use standards and documentat
* pos-launch surveillance

e quality;

» advertising and promotion; ai

* reimbursement

Our products must satisfy rigorous standards atgafnd efficacy and we must adhere to qualitydsieats regarding manufacturing and
customer-facing business processes before the FidAn¢ernational regulatory authorities can appriinan for commercial use. For our
product candidates, we must provide the FDA aretiirtional regulatory authorities with preclinicglinical and manufacturing data
demonstrating that our products are safe, effeanain compliance with government regulations keefbe products can be approved for
commercial sale. The process of obtaining FDA aherrequired regulatory approvals is expensivelaraértain, and typically takes a num
of years. We may continue to encounter significlellys or excessive costs in our efforts to seceoessary approvals or licenses, or we may
not be successful at all.

Clinical trials are particularly expensive and havieigh risk of failure. Any of our product candida may fail in the testing phase or may
not achieve results sufficient to attain marketegtance, which could prevent us from achievingifability. We do not know whether we will
begin and conduct planned clinical trials on schesdtiat all. Significant delays in clinical testj could materially impact our clinical trials.
Criteria for regulatory approval in blood safetglications are evolving with competitive advancethim standard of care against which new
product candidates are judged, as well as withgihgmrmarket needs and reimbursement levels. Clitiied design, including enrollment
criteria, endpoints, and anticipated label claimesthus subject to change, even if original objestiare being met. In addition to the reasons
stated above, clinical trials can be delayed feargety of reasons, including delays in obtainiagulatory approval to commence a study,
delays in reaching agreement on acceptable clistodly agreement terms with prospective clinidalssidelays in obtaining institutional revi
board approval to conduct a study at a prospectineeal site and delays in recruiting subjectpéoticipate in a study. We do not know
whether any clinical trials will result in marketatproducts. Typically, there is a high rate ofudes for product candidates in preclinical and
clinical trials and products emerging from any sssful trial may not reach the market for seveeary.

Enrollment criteria for certain of our clinicalais may be quite narrow. For instance, clinicall$rpreviously conducted using
INTERCEPT-treated plasma for patients with throntbtitrombocytopenic purpura
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lasted approximately four years due in part, todifculties associated with enrolling qualifiedgeents. Consequently, we may be unable to
recruit suitable patients into clinical trials otimely basis, if at all. We cannot rely on intenigsults of trials to predict their final resulésd
acceptable results in early trials might not beeeged in later trials. Any trial may fail to produesults satisfactory to the FDA or foreign
regulatory authorities. In addition, preclinicabaciinical data can be interpreted in different sjayhich could delay, limit or prevent
regulatory approval. Negative or inconclusive restrom a preclinical study or clinical trial ore&tse medical events during a clinical trial
could cause a preclinical study or clinical trialbe repeated, require other studies to be perfiboneause a program to be terminated, even if
other studies or trials relating to a program aiecessful.

Outside the United States, regulations vary by ttguincluding the requirements for approvals @achnce to market, the time required
for regulatory review and the sanctions imposedsiolations. In addition to CE mark documentatioauntries outside the European Union
may require clinical data submissions, registrafiaokages, import licenses or other documentation.

In May 2007, we obtained a CE mark extension inmame from European Union regulators for our péteystem and will need to
obtain an extension every five years. We or outarusrs may also be required to conduct additicestlrtg in order to obtain regulatory
approval in countries that do not recognize then@fk 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 completed our Phase llI clinical trial of thafelet system in the United States in March 20@iLsaomitted data from this trial, along
with several other modules of our pre-market aparapplication, to the FDA. Based on discussiorts tie FDA, we performed an additional
blinded analysis of the clinical trial data, unttes direction of an independent expert physiciamepao determine if apparent differences
between treatment groups in the category of pulmoadverse events reported in the study were ataiile to discrepancies in safety results.
The reassessment of primary patient records bgsthert physician panel showed no statistically ifigant differences between groups. This
reassessment differed from the earlier analysélgérse events that was based on clinical tria oggort forms and had shown statistically
significant differences in specific pulmonary eveWe submitted a report of the analysis to the FarAeview. We understand that our
reassessment of our previously completed Phasélital trial data will not be sufficient to addi®the FDA's questions. In November 2009,
we and the FDA presented a proposed clinical prialocol for a second Phase Il clinical trial fulatelets to the FDA'’s Blood Product
Advisory Committee, or BPAC. Although the BPAC agplenith the proposed trial design, safety endpaints efficacy endpoints, we believe
we will need to reach agreement with the FDA onrteans necessary to satisfy the BPAC'’s requeshfoe stringent safety margins than we
had proposed. In order to meet the more stringgetysmargins, we may need to enroll and colleta dimm more patients than what we had
initially proposed to BPAC. Until the final studize and design requirements are determined, wenailbe able to assess the feasibility of a
second Phase Il clinical trial. The dimensionswa¢h a Phase 11l clinical trial may be prohibitthee either to prospective cost, availability of
patients in the target population, or logistics. Wé&e no plans to initiate such a trial unless ademfunding is secured. The additional Pha:
clinical trial will need to be completed and dathmitted to the FDA before we can complete our la&guy submission.

In September 2011, we obtained a CE mark exterisionr name from European Union regulators forglasma system and final Frer
approval of INTERCEPT-treated plasma in May 2007-¢bruary 2011, the first approval for use of INKKEEPT-treated plasma was obtained
from the Paul Ehrlich Institute by a blood centeGermany. In some countries, including sever&unope, we or our customers may be
required to perform additional clinical studiessobmit manufacturing and marketing applicationsriher to obtain regulatory approval.

We have completed Phase llla, Phase Illb and AHasdinical trials of the plasma system, in thaitéd States, reports for which were
filed with the FDA during 2005. We have not subedtiany applications for
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regulatory approval of the plasma system in theddhStates or any other regions other than in EurtyyTERCEPT-treated plasma was
recently granted orphan drug status by the FDAd®fif Orphan Products Development for the treatra&titrombotic thrombocytopenic
purpura. Although we have completed Phase Il céihtrials in this patient population, the FDA nraguire us to compile supplemental data
collected from commercial use in Europe or to catgphdditional Phase Il clinical trials before epal would be granted. Should the FDA
require us to complete additional clinical trialge will likely need to secure adequate funding befee would initiate any such trials.

Before the FDA determines whether to approve tHEHRCEPT Blood System products, we expect our agprapplications to be
reviewed by BPAC. Should the FDA ask BPAC questiovesexpect BPAC to answer those questions and megloenmendations to the FDA.
Even if BPAC were to recommend approval of one orevof our products, the FDA would not necessdrdlye to approve those products. If
BPAC were to answer FDA questions recommendingnagapproval of one or more of our products, thédkibuld have to take into
consideration the points of concern raised by BRW(ih could affect the approval of the products.

If our product candidates receive approval for caruial sale in the United States, their marketind manufacturing will be subject to
continuing FDA and other regulatory requirementshsas requirements to comply with Good ManufaotuRractice, or GMP, and 1ISO
13485, a quality management system standard apf#ita the products we sell in Europe. The faitareomply with these requirements on an
ongoing basis could result in delaying or preclgdiommercialization efforts in certain geographiesluding the United States, and could
result in an enforcement action, which could hatmhusiness. The current manufacturing sites weugbn for producing the platelet and
plasma system products for international distrifiutind sale are not FDA-qualified facilities. lflwéquire both time and expense to obtain
such qualification.

The FDA will require, and other regulatory authiestmay also require, a post-marketing clinicatigtwhich can involve significant
expense. Governments or regulatory authoritiesimapse new regulations or other changes or we rispder that we are subject to
additional regulations that could further delayceclude regulatory approval and subsequent adopfiour potential products. We cannot
predict the impact of adverse governmental regutatiat might arise from future legislative or adisirative action.

We have conducted many toxicology studies to detnatesthe INTERCEPT platelet and plasma systenfstywaand we have conducted
and plan to conduct toxicology studies for the INNKEEPT red blood cell system throughout the prodegelopment process. At any time, the
FDA and other regulatory authorities may requinehier toxicology or other studies to further dentoaie our products’ safety, which could
delay commercialization. In addition, the FDA ordign regulatory authorities may alter guidancargt time as to what constitutes acceptable
clinical trial endpoints or trial design, which magcessitate a redesign of our product or propokeidal trials and cause us to incur substa
additional expense or time in attempting to gagutatory approval. We believe the FDA and otheutatpry authorities are likely to weigh t
potential risks of using our pathogen inactivatwaducts against the incremental benefits, whick beadifficult or impossible to quantify. W
expect the FDA will require us to demonstrate a/Vew level of potential side effects in the propdsecond Phase Ill trial of the platelet
system.

As a result of the termination of Phase Il clinitréals of our red blood cell system due to théedgon of antibody reactivity to red blood
cells treated with the INTERCEPT red blood celltegsin two patients in the chronic arm of the sjale have been conducting additional
research and development activities on our reddotetl system to reduce the potential for antiboectivity to treated red blood cells. Based
upon an internal evaluation of the results frons¢hadditional research activities as well as aaltiin vitro andin vivo studies and after
consulting with regulatory authorities, we initidte new Phase | clinical trial in the fourth quad&2008 to test modifications to the red blood
cell system. That new Phase | clinical trial wampteted in early 2010, successfully meeting oumariy endpoint of red cell recovery
measured twenty-four hours after transfusion. Iditézh to red cell recovery, we also measured mHlifespan, measured as the hif-of red
cells circulating in transfusion recipients. INTERET-treated red blood cells fell within the eststid normal reference range for red blood
cells. Non-treated red cells were above the estaddi normal reference range.
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We plan to initiate a Phase Il clinical trial facute anemia patients in Europe upon acceptangedpesed clinical trial application by
European regulators. We are also planning to peepatinical trial application for a Phase Il étial trial for chronic anemia patients in
Europe. We expect to conduct a further processlattin study in Europe prior to commencement ohduials.We understand that the FDA
will likely require us to complete an additionatozery and lifespan study and at least one additiBhase 11l clinical trial before we would be
able to potentially obtain approval for INTERCER#e&&ted red blood cells in the United States. Stutliess could prolong development of the
red blood cell program. Significantly lower lifespor INTERCEPT-treated red blood cells compareddo-treated red blood cells may limit
our ability to obtain regulatory approval for theguct. We also understand that the planned Pliaglanical trial in Europe may be sufficient
to receive CE mark but it would need to be supplaestby additional Phase 11l clinical trials forpapval in certain countries in Europe,
including in France and Germany. These additiohalse |1l clinical trials will likely need to demanate equivalency of INTERCEPT-treated
red blood cells compared to conventional red blogts. A number of trial design issues that counigact efficacy, regulatory approval and
market acceptance will need to be resolved pridhéanitiation of further clinical trials. We willlso need to complete a numbeiro¥itro
studies, finalize development of the final commarconfiguration of the red blood cell system arahofacture and validate sufficient
guantities of the final red blood cell system ptimreceiving regulatory approvals in Europe orlthnited States. Many of these activities will
require capital beyond that which we currently hdfere are unsuccessful in advancing a modifietbiod cell system through clinical tria
resolving process and product design issues dotairting subsequent regulatory approvals and aabpteimbursement rates, we may never
realize a return on our research and developmerareses incurred to date in the red blood cell sygtogram. Regulatory delays can also
materially impact our product development costsvdfexperience delays in testing, conducting twalapprovals, our product development
costs will increase.

Regulatory agencies may limit the uses, or indicetj for which any of our products are approved.éxample, we believe that the
INTERCEPT Blood System products will be able tdroléhe inactivation of particular pathogens onlithe extent we have laboratory data to
support such claims. After regulatory approvaltfe initial indications, further studies may be essary 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 regulatgyirements in several countries
around the world, including the United States, Gamyn Canada, Austria, and Australia, and other ti@ms, applicable to our prospective
customers of INTERCEPT Blood System products, thedcenters that process and distribute bloodmémald products. In those countries,
blood centers and other customers are requiredtearoapproved license supplements from the apjatepregulatory authorities in each
country before making available blood products pssed with our pathogen inactivation systems tpiteds and transfusing physicians. Our
customers may lack the resources or capabilityptaio such regulatory approvals. These requiremantsgulators’ delays in approving
license applications or supplements may deter dnowa centers from using our products. Blood centleat do submit applications or
supplements for manufacturing and sale may faapgi®val or delays in approval that could providetfer delay or deter them from using
products. The regulatory impact on potential cugismould slow or limit the potential sales of puoducts.

In August 2010, in connection with our acquisitmfrcertain assets from BioOne, we regained thesighcommercialize the platelet and
plasma systems in Japan, China, Taiwan, South Kbietnam, Thailand, and Singapore. Regulatory erities in these countries may require,
among other requirements, that our platelet anshpdasystems to be widely adopted commercially irofei or approved by the FDA before
the platelet and plasma systems are considereapfooval.
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We have limited experience operating a global comana organization. We rely on third parties to miet, sell, distribute and maintain our
products and to maintain customer relationshipsdertain countries.

We are responsible for sales, marketing, distrdsytmaintenance and regulatory support of the INCERT Blood System worldwide. If
we fail in our efforts to develop or maintain sunternal competencies or establish acceptableisakttips with third parties on a timely basis,
our ability to commercialize the INTERCEPT BloodsBsm may be irreparably harmed.

We have a wholly-owned subsidiary, headquarterélthen Netherlands, dedicated primarily to sellind amarketing the platelet and
plasma systems in geographies where the INTERCHR@Igt and plasma systems are approved or canjarted through the import license
process. We will need to maintain and continuentodase our competence in a number of functioelyding sales, marketing, regulatory,
inventory and logistics, customer service, credi eollections, risk management, and quality asgegaystems. Many of these competencies
require compliance with European Union and locahdtrds and practices, with which we have limitgueeéence.

We have entered into distribution agreements, gdigyesn a geographically exclusive basis, with mdigttors in countries where we have
limited abilities to commercialize our productsetitly. We rely on these distributors to obtain aegessary in-country regulatory approvals,
market and sell the INTERCEPT Blood System, prowidstomer and technical product support, maintaientories, and adhere to our quality
system in all material respects, among other digs:iWhile our contracts generally require disttdss to exercise diligence, these distributors
may fail to commercialize the INTERCEPT Blood Systi& their respective territories. They may faikgll product inventory they have
purchased from us to end customers. Initial purehia$ illuminators or disposable kits by thesedliparties may not lead to follow-on
purchases of disposable platelet and plasma systenWe have limited visibility into the identignd requirements of blood banking
customers these distributors may have. Accordingéymay be unable to ensure our distributors ptgmeaintain illuminators sold or provide
quality technical services to the blood bankingt@oeers to which they sell. Agreements with ourrdisitors typically require the distributor to
maintain quality standards that are compliant wiindards generally accepted for medical devicesmAy be unable to ensure that our
distributors are compliant with such standardstribistors may irreparably harm relationships witbdl existing and prospective customers
our standing with the blood banking community imgeal. We may have little recourse, short of teation, in the event that a distributor fails
to execute according to our expectations and cotahprovisions.

Our manufacturing supply chain exposes us to sigoént risks.

INTERCEPT platelet and plasma disposable kits earufactured and assembled by Fenwal. Fenwal hasdéghrough a supply
agreement signed with us in December 2008, to naatwrie disposable kits for the platelet and plasyséems for us. After 2013, Fenwal may
terminate the supply agreement, provided that Feskall have provided us thirty months prior notifgermination. Fenwal is our sole
supplier for manufacture of these products. Femaaf fail to manufacture an adequate supply of diapke kits or to do so on a cost effective
basis, which would subject us to loss of revenuraduced contribution margin if production of INREEPT disposable kits is produced at a
facility that also produces Fenwal-branded produsteuld production for Fenwal’'s own products desliour products may absorb more
overhead, which would negatively impact our grossgins.

We also have contracts with independent suppliectiding Ash Stevens for the manufacture of amelrs our proprietary compound
for inactivating pathogens, Porex for the manufectf components of the compound adsorption deyvared NOVA Biomedical Corporation,
or NOVA, for the manufacture of illuminators andtaén components of the INTERCEPT Blood System.sEhiedependent suppliers are our
sole suppliers for such components.

Our agreement with Porex expires on December 312.2@rior to the expiration of that contract, wél weed to negotiate an amendment
or enter into a new contract with Porex, or idgntfalidate and contract with an
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alternate supplier for such components of the camgadsorption devices. Failure to reach agreemightPorex or an alternate supplier
would impact our ability to manufacture INTERCEP$mbsable kits and supply existing and prospeatustomers. We also have contracts
with other companies who are our sole supplieraafmaterials used to make compound adsorptiorcdsvi

Facilities at which the INTERCEPT Blood Systemterdomponents are manufactured may cease operéioplanned or unplanned
reasons, causing at least temporary interruptiossipply. We do not have qualified suppliers beyttrade on whom we currently rely, and we
understand that Fenwal relies substantially on safmliers of certain materials for our produdtsvé need to or choose to identify and qualify
alternate suppliers, the process will be time corisg and costly. Even a temporary failure to suglgquate numbers of INTERCEPT Blood
System components may cause an irreparable lagzsstdmer goodwill. If we conclude that supply o iNTERCEPT Blood System or
components from Fenwal and others is uncertainpag choose to build and maintain inventories of naaterials, work-in-process
components, or finished goods, which would consaapgtal resources and may cause our supply chdia tess efficient.

Currently, we have depleted our inventory of sdiedluminators and have instructed NOVA to begiamafacture of new illuminators to
supply customer demand. Should NOVA have diffi@gtimanufacturing sufficient quantities of illumioi in a timely manner, we may not be
able to supply customer demand or provide replaoéittleminators to existing customers. Some compogef the illuminators are no longer
manufactured, which will require us to identify aqublify replacement components and may requirevtieaconduct additional studies, which
could include clinical trials, to demonstrate e@l@ncy or validate any required design or componkahges. Future supply of illuminators is
limited to availability of components, some of wihiare in short supply or are no longer manufactuéel will likely need to redesign the
illuminators used in the platelet and plasma syste®uch redesign may be expensive and lead toategyldelays in obtaining approvals to
market the redesigned device.

Fenwal manufactures our platelet and plasma systefasilities that are not FDA-approved. In ordehbe used in clinical studies or sold
in the United States, our products would be reguioebe manufactured in FDA-approved facilities AHalidation of manufacturing facilities,
whether owned by Fenwal or by other parties, wlidostly and time-consuming.

If we attempt to establish alternate manufactumeeswill be dependent on Fenwal to transfer krimw relevant to the manufacture of
INTERCEPT Blood System; however, certain of Fengvalaterials, manufacturing processes and methedzaprietary to Fenwal. We may
be unable to establish alternate sources of supgfgnwal, NOVA, or other suppliers without haviegredesign certain elements of the pla
and plasma systems. Such redesign may be costly,cbnsuming and require further regulatory revieanwal is not obligated to provide
support for development and testing of improvementshanges we may make to the INTERCEPT Bloode®ystWe may be unable to
identify, select, and qualify such manufacturershoise third parties able to provide support foreflgpment and testing activities on a timely
basis or enter into contracts with them on reaslenaoms, if at all. Raw material and componentplieps may not meet quality specifications
we have set, which would cause a disruption in suapd may lead to lost sales and irreparable dan@gur customer relationships. In 2011,
non-conformities in certain components caused ddlaynanufacturing of INTERCEPT kits. Should simitet other non-conformities occur in
the future, we may be unable to manufacture prediectneet customer demands. Moreover, the inclugi@omponents manufactured by new
suppliers could require us to seek new or updapedoaals from regulatory authorities, which coudgdult in delays in product delivery. We
may not receive any such required regulatory apgisov

In the event of a failure by Fenwal or other maotifeers to perform their obligations to supply cements of the INTERCEPT Blood
System to us, damages recoverable by us may biidgiesot to compensate us for the full loss of mgsis opportunity. Many of our supply
agreements contain limitations on incidental anaseguential damages that we may recover. A sufgppetential liability in the event of non-
performance may not be sufficient to compel thepfiepto continue to act in conformity with our agments.
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Our product supply chain requires us to purchagaicecomponents in minimum quantities and maylteswa production cycle of more
than one year. Significant disruptions to any ef skeps in our supply chain process may resutirigdr productions cycles which could lead to
inefficient use of cash.

We are in the early stages of commercializing Mi@BHERCEPT Blood System. As such, we have limitedegigmce overseeing the
manufacture of INTERCEPT illuminators and disposddits and may encounter unforeseen manufactuiffiguties which, at a minimum,
may lead to higher than anticipated costs, scregs iar delays in manufacturing products. In addjtise may not receive timely or accurate
demand information from distributors or may notwetely forecast demand ourselves for the INTERCBRDd System. As a result, we may
carry excess work-in-process or finished goodsritvy, which would consume capital resources ang negome obsolete, or our inventory
may be inadequate to meet customer demand. Wedmi®eed into certain public tenders, some whichfoalus to maintain certain minimum
levels of inventory. If our suppliers fail to pracRicomponents or our finished products satisfdgtdimely, at acceptable costs, and in
sufficient quantities, we may incur delays, shditfand additional expenses, or non-compliance aattiain public tenders which may in turn
result in permanent harm to our customer relat@mess of customers. Our platelet and plasma sysiisposables have received regulatory
approval for twoyear shelf lives. We and our distributors may bahia to ship product to customers prior to the @tjgn of product shelf life
which would require that we destroy or consumedthigelated inventory in product demonstration agésitProduct expiration may in turn lead
to elevated product demonstration costs or redgoess margins.

The platelet system is not compatible with some omrtial platelet collection methods.

The equipment and materials used to collect phsteiery by manufacturer and by geographic regitatelets may be collected from a
single donor by apheresis using an automated ¢femachine. Apheresis devices currently usethénUnited States and European markets
differ, among other characteristics, in their apito collect platelets in reduced volumes of plasRlatelet concentrates may also be prepared
from whole blood by pooling together platelets fromaltiple donors. There are two commonly used mettfor preparing whole blood
platelets: the buffy coat method, which is usea@esively in Europe, and the pooled random donohatktwhich is used in the United States.
Our system for platelets is designed to work wititgdets collected and stored in storage soluticaked Intersol and SSP+, and for platelets
suspended in plasma.

In order to address the entire market in the UrBtades and Japan, we would need to develop andddgional configurations of the
platelet system. We estimate that the majoritylafgbets used in the United States are collectegpgheresis, though a significant minority is
prepared from pooled random donor platelets derik@n whole blood collections. In order to gainuégory approvals for a pathogen
inactivation system compatible with random donatelets, we will need to perform additional proddetelopment and testing, including
additional clinical trials. Similarly, to achieveamrket acceptance in certain geographies, we magdueéred to design, develop and test new
product configurations for the platelet and plagystems. These development activities would inereas costs significantly, and may not be
successful.

Other manufacturers supplying blood component ctiia platforms to the market may resist our e§aa make the INTERCEPT Blood
System compatible with their platforms and may hes@peting pathogen inactivation technologies. iAttg compatibility with collection
platforms manufactured by others may require adiaptato either the INTERCEPT Blood System or t® ¢ollection platforms, which may be
difficult to engineer, expensive to implement aestt}require additional clinical trials, cause gsla regulatory approval and/or be
commercially unattractive to pursue. These devekgmactivities will increase our costs significgnthind may not be successful. Market
acceptance of the INTERCEPT Blood System may bayédl until the system receives regulatory apprforalse on such other equipment, if
required.
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We have used prototype components in our preclihgtadies and clinical trials of the INTERCEPT reblood cell system and have not
completed the components’ commercial design. We bélrequired to identify and enter into agreementgth third parties to manufacture
the red blood cell system.

Our red blood cell system that was used in ourlimieal studies and Phase | red blood cell triabvagprototype of the system to be used
in the final products. As a result, we plan to perf additional preclinical and clinical studiesngthe commercial versions of the systems to
demonstrate the acceptability of the commerciafigamation and the equivalence of the prototypes ttwe commercial products, which may
increase our expenses and delay the commercializatiour products. We may determine that the teddcell system may not be
commercially feasible from potential customers’gperctives. If we fail to develop commercial versiarithe INTERCEPT red blood cell
system on schedule, our potential revenue wouldiebeyed or diminished and our potential competitoay be able to bring products to mai
before we do.

In addition, the design and engineering effort fegpito complete the final commercial product wikkly be substantial and time-
consuming. As with any complex development effag,expect to encounter design, engineering and faetuning issues. Such issues have
previously arisen, sometimes unexpectedly, andisokito these issues have not always been refadilycoming. Additional unforeseen
design, engineering and manufacturing issues mag ar the future, which could increase the develept cost and delay commercializatior
our products.

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

If our competitors develop superior products to ausr market their products more effectively than werket our products, our commercii
opportunities could be reduced or eliminated.

We expect our products to encounter significantetition. The INTERCEPT Blood System products cotapeéth other approaches to
blood safety currently in use, and may compete futhre products that may be developed by otheus.90ccess will depend in part on our
ability to respond quickly to customer and prospectustomer needs and medical and technologicaigds brought about by the developn
and introduction of new products. Competitors’ protd or technologies may make our products obsolet®n-competitive before we are able
to generate any significant revenue. In additiampetitors or potential competitors may have sutitly greater financial and other resour
than we have. They may also have greater experiamreclinical testing, human clinical trials aotther regulatory approval procedures. If
competitors’ products experience significant praidecustomers and potential customers may quettéosafety and efficacy of all pathogen
inactivation technologies, including the INTERCEBIbod System. Such questions and concerns may iropaability to market and sell the
INTERCEPT Blood System.

Several companies have, or are developing, techieddhat are, or in the future may be, the basipfoducts that will directly compete
with or reduce the market for our pathogen inatitivasystems. A number of companies are specifidatusing on alternative strategies for
pathogen inactivation in platelets and plasma. &ladt®rnative strategies may be more effectivaactivating certain types of pathogens from
blood products, including non-lipid-enveloped paéns, such as hepatitis A virus, which our prodbetge not demonstrated an ability to
inactivate, or human parvovirus B-19, for which puoducts have not demonstrated a high level ativation. While our products can
effectively inactivate a broad spectrum of pathagerblood components, including more robust inatibn of many pathogens than has been
shown by other companies, market acceptance gbrmaiucts may be reduced if customers determinectirapetitor’s products inactivate a
broader range of pathogens that are of particntarest to the transfusion medicine community.ddition, customers and prospective
customers may believe that our competitor’s praglace safer or more cost effective than INTERCERD® System products. In Europe,
several companies, including Grifols S.A., Octaptnear
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AG and MacoPharma International, are developingetimg commercial pathogen inactivation systemsesvices to treat fresh frozen plasma.
CaridianBCT (becoming TerumoBCT) has developedtaquen inactivation system for blood products aasl been issued CE marks for a
pathogen reduction system for both platelets aadmph. We understand that CaridianBCT is also dpiredca pathogen inactivation system for
whole blood. CaridianBCT'’s product candidate, i€sessful, may offer competitive advantages ovedSGERCEPT Blood System.
CaridianBCT was recently acquired by Terumo Corpionaa large Japanese-based, multinational cotiporavith more mature products and
relationships than we have. Our ability to comnedizé our products in certain markets, particulddpan, may be negatively affected by
Terumo’s resources and their pre-existing relatiggswith regulators and customers. Other compateesloping competing products may
also offer and sell other blood-banking products services. As a result, competitors may have pigtieg long-term relationships with
customers and may be able to offer synergies fur pathogen inactivation and non-pathogen inadgtmgtroducts that we are unable to offer.

New methods of testing whole blood for specifichpatens have been approved by the FDA and in Euespleave tests for bacteria in
platelets. Other companies are marketing rapichtpaficare bacterial tests, and developing syntHgtod product substitutes and products to
stimulate the growth of platelets. Development emchmercialization of any of these or other relagahnologies could limit the potential
market for our products.

We may be liable and we may need to withdraw owdurcts 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 inherenthe testing and marketing of medical deviced pharmaceutical products. We may
be liable if any of our products cause injury,és or death. Although we will have completed gsrpreclinical and clinical safety testing
prior to marketing our products, there may be hatmffects caused by our products that we are en@bidentify in preclinical or clinical
testing. In particular, unforeseen, rare reactmmadverse side effects related to long-term usmioproducts may not be observed until the
products are in widespread commercial use. Beoafue limited duration and number of patients rdog blood components treated with the
INTERCEPT Blood System products in clinical tridtss possible that harmful effects of our produebt observed in clinical and preclinical
testing could be discovered after a marketing agdroas been received. For example, in cases wheteave obtained regulatory approval for
our products, we have demonstrated pathogen irdictivto specified levels based on well-establigiests. However, there is no way to
determine, after treatment by our products, whedlieproducts have completely inactivated all @ plathogens that may be present in blood
components. There is also no way to determine velethy residual amount of a pathogen remains iblthed component treated by our
products, and there is no way to exclude that sesitlual amount would be enough to cause disedbe imansfused patient. For ethical
reasons, we cannot conduct human testing to deterwhether an individual who receives a transfusioam blood component containing a
pathogen that was inactivated using the INTERCERD® System might show positive results if testedain antibody against that pathogen.
While we believe, based on the clinical experienfceur scientists, that the level of inactivatedhogens would likely be too small to induce a
detectable antibody response in diagnostic teggamnot exclude that a transfused patient mighw gfositive results if tested for an antibody
against that pathogen. We could be subject toimdtam a patient that tests positive, even thotgtt patient did not contract a disease. Later
discovery of problems with a product, manufactanefacility may result in additional restrictiona the product or manufacturer, including
withdrawal of the product from the market. We asbjsct to risks and costs of product recall, whilude not only potential out-of-pocket
costs, but also potential interruption to our syggiain. In such an event, our customer relatiooslevbe harmed and we would incur
unforeseen losses.

We maintain product liability insurance, but do konbw whether the insurance will provide adequateecage against potential liabilitit
If we cannot successfully defend ourselves agairsduct liability claims, we may incur substantiabilities or be required to limit
commercialization of our products.
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Our research and development activities involvecth@rolled use of hazardous materials, includiegain hazardous chemicals,
radioactive materials and infectious pathogensh) siscHIV and hepatitis viruses. Although we belitheg 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, @eelld be held liable for any damages that result.

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

Our near-term capital requirements are dependemaidaus factors, including operating costs andkivay capital investments associated
with commercializing the INTERCEPT Blood Systemstsoassociated with pursuing regulatory approvgeiographies where we do not
currently sell our platelet and plasma systemasaassociated with planning and conducting stualiekclinical development of our red blood
cell system, timing and magnitude of payments ugdants from the United States government, andsaesdted to creating, maintaining and
defending our intellectual property. Our long-tezapital requirements will also be dependent on aditipe developments, clinical
development and regulatory factors. Until we are &b generate a sufficient amount of product reieeand generate positive net cash flows
from operations, meeting our long-term capital iegaents is in large part subject to access toipaiold private equity and debt capital
markets, as well as to additional collaborativeagements with partners or government grants, antguady cash generated from operations
and interest income earned on the investment otasin balances and short-term investments. Wevedlmat cash received from product sales
and government grants, our available cash balaaoésaccess to debt will be sufficient to meetaapital requirements for at least the next
twelve months. If our assumptions prove to be irexir we could consume our available capital resmsisooner than we currently expect.

We have borrowed and in the future may borrow eafriom institutional and commercial banking sowdeotential borrowings may
include restrictive covenants, including covendhg restrict the operation of our business, liemassets, high effective interest rates and
repayment provisions that reduce cash resourceBraitduture access to capital markets. To theeakthat we raise additional capital by
issuing equity securities, our stockholders mayeeigmce substantial dilution. To the extent thatraise additional funds through collaboration
or partnering arrangements, we may be requiredlioguish some of our rights to product revenues technologies or rights to market and
sell our products in certain geographies, or gliaahses on terms that are not favorable to us.

As a result of economic conditions and general glelsonomic uncertainty and other factors, we ddnow whether additional capital
will be available when needed, or that, if avaikae will be able to obtain additional capitalreasonable terms. If we are unable to raise
additional capital due to disruptions to the glotr@dit and financial markets and general econamaertainty or other factors, we may need to
curtail planned development or commercializatiotivétites. In addition, we will need to obtain addital funds to complete development
activities for the red blood cell system necess$aryegulatory approval in Europe, and we do nanhphn conducting any additional clinical
trials of the platelet or the plasma systems indh#ed States unless and until we can obtainaefit additional funding.

Historically, we have received significant awardgunding under cooperative agreements with the filPhe INTERCEPT Blood
System. Access to federal grants and cooperatireeatents is subject to the authorization of furmdsapproval of our research plans by
various organizations within the federal governmamiuding the United States Congress. The gema@homic environment, coupled with
tight federal budgets, has led to a general dedlitlee amount available for government fundingefhis no assurance that we will be awarded
future federal grants and cooperative agreementhéINTERCEPT Blood System.
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We have only a limited operating history, and wepekt to continue to generate losses.

We may never achieve a profitable level of operstid@ur development and selling, general, and adtrative expenses have resulted in
substantial losses each year since our inceptitintive exception of the year ended December 315.2k platelet and plasma systems ar:
yet approved in the United States or in many otieentries around the world. The red blood celleysis in clinical development and m
never emerge from the clinical development stage marketed product. We may be required to redueaales price for our products in order
to make our products economically attractive to@istomers and to governmental and private paydrigh may reduce or altogether
eliminate our gross profit on sales. At our presatés levels of the platelet and plasma systears;asts to manufacture, distribute, market,
sell, support and administer the systems are irssxof revenue. Contribution from product salemiiely to exceed the costs we incur in
research, development, and commercialization ofNAEERCEPT Blood System for near-term. We expectlosses to continue at least until
the INTERCEPT Blood System achieves more significaarket acceptance. To the extent that we reaaeagent on a clinical pathway with
the FDA for any or all of our products and if weoolse to pursue such opportunities, we would exjpeicicur substantial costs which could
extend the period during which we expect to opestiteloss.

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

In September 2011, we entered into a loan and isgagreement, or Credit Agreement, for $10.0 milli of which we immediately
borrowed $5.0 million and subsequently drew an teaithl $2.3 million from the revolving line of criedinder the Credit Agreement. The
Credit Agreement is secured by all our current farure assets, except for intellectual property 36% of our investment in our subsidiary,
Cerus Europe B.V. The Credit Agreement requiresswigacomply with certain customary and routine ¢w@s, including the requirement to
maintain a minimum cash balance of $2.5 million antdieve minimum revenue levels, which are measm@thly based on a six-month
trailing basis and must be at least 75% of thegstablished future projected revenues for theingagix-month period. If we are unable to
increase our revenues to comply with the covenarttse Credit Agreement, the lender may call thieenehich would require us to repay the
principal of the note sooner than we have antieigpaln the event that the note was called due tecompliance with the covenants, we may
unable to pay back the principal, which would allidwve lender to liquidate collateralized assetssTiturn, would harm our business.

In addition, our operations may not reach the eweleded to meet the scheduled repayment obligatiothe note. If we are unable to
meet the scheduled repayment obligations of the nsihg our available cash, we may be forced tadiate other assets, refinance the notes or
issue equity securities to raise the necessarytoasieet our obligations. There is no assurandenbavould be able to sufficiently or timely
liquidate assets to meet the note’s repayment atiidigs or that we would be able to refinance thesior issue equity, in which case our
business would be significantly harmed and maydfarg into bankruptcy.

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

Virtually all of our research and development dtigg and the significant majority of our generatlaadministrative activities are
performed in or managed from our facilities in Cort; California, which are within an active earthia fault zone. Should a severe
earthquake occur, we might be unable to occupyauilities or conduct research and developmentgereral and administrative activities in
support of our business and products until sucle tssiour facilities could be repaired and madeatjmeral. Our property and casualty and
business interruption insurance in general doesovgr losses caused by earthquakes. While wethliea certain measures to protect our
scientific, technological and commercial assetengthy or costly disruption due to an earthquakela have a material adverse effect on us.
We have also taken measures to limit damage that
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may occur from the loss of computerized data dysoteer outage, system or component failure, orugation of data files. However, we may
lose critical computerized data, which may be diffi or impossible to recreate, which may harmlmusiness. We may be unable to make
timely filings with regulatory agencies in the evencatastrophic failure of our data storage aackinp systems, which may subject us to fines
or adverse consequences, up to and including fossrabilities to conduct business.

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

Our commercial success will depend, in part, omioirtg and maintaining patent protection on oudpieis and successfully defending
our products against third-party challenges. Ocintelogy will be protected from unauthorized usb/do the extent that it is covered by valid
and enforceable patents or effectively maintairettade secrets. As a result, our success depeipadstion our ability to:

* oObtain patents

» protect trade secret

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

We cannot be certain that our patents or pateatsita license from others will be enforceable dlffiokd protection against competitors.
Our patents or patent applications, if issued, @ghallenged, invalidated or circumvented. Oueplatights may not provide us with
proprietary protection or competitive advantagesirag competitors with similar technologies. Othmsy independently develop technologies
similar to ours or independently duplicate our temlbgies. For example, a United States patent ésgua thirdparty covers methods to remc
psoralen compounds from blood products. We haviewad the patent and believe there exists subatantestions concerning its validity. \
cannot be certain, however, that a court would tioédpatent 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 ofghtnt, which we may not be able to do at a redderwst or at all. Our patents expire at
various dates between 2012 and 2027. Recent ggiphtations will, if granted, result in patentdiwiater expiration dates. In addition, we
have a license from Fenwal to United States argidarpatents relating to the INTERCEPT Blood Systeinich expire at various dates from
2017 to 2024. Due to the extensive time requiredl&velopment, testing and regulatory review of patential products, our patents may
expire or remain in existence for only a short geffiollowing commercialization. This would reduceatiminate any advantage of the patents.

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

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

We may face litigation to defend against claimin@ingement, assert claims of infringement, enéoour patents, protect our trade
secrets or know-how or determine the scope anditsabf others’ proprietary rights. Patent litigatiis costly. In addition, we may require
interference proceedings before the United StaaésnPand Trademark Office to determine the psiasftinventions relating to our patent
applications. Litigation or interference proceediguld be expensive and time consuming, and wiel dmuunsuccessful in our efforts to
enforce our intellectual property rights.
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We may rely, in certain circumstances, on tradeetgedo protect our technology. However, tradeetsaire difficult to protect. We
protect our proprietary technology and processegait, by confidentiality agreements with emplayaad contractors. These agreements may
be breached and we may not have adequate remediasyf breach or our trade secrets may otherwiserbe known or be independently
discovered by competitors. To the extent that oupleyees, consultants or contractors use inteliégroperty owned by others, disputes also
may arise as to the rights in related or resulkingw-how and inventions.

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

Our international operations are subject to rigiécal of an international business, including, aguother 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 flutitirgs. As a result, our future results could bearially affected by changes in these or other
factors.

Product sales of our blood safety products aregflyi made in Europe and generally are invoicedustomers in Euros. In addition, we
purchase finished disposable kits for our platatet plasma systems and incur certain operatingneegen Euros and other foreign currencies.
Our exposure to foreign exchange rate volatility direct result of our product sales, cash cablecind expenses to support our international
operations. Foreign exchange rate fluctuationsererded as a component of interest (expense) thied, met on our consolidated statemen
operations. Significant fluctuations in the voldfilof foreign currencies relative to the Uniteatgts dollar may materially affect our results of
operations. Currently we do not have any near-f@ens to enter into a formal hedging program tdgate the effects of foreign currency
volatility.

The market price of our stock may be highly volatil

The market prices for our securities and thosetlidéroemerging medical device and biotechnology comgs have been, and may
continue to be, volatile. For example, during tleeiqd from January 1, 2009 to December 31, 20¥ s#ie price of our common stock as
quoted on the Nasdaq Global Market fluctuated withrange from a low of $0.59 to a high of $4.0@n8uncements may have a significant
impact on the market price of our common stock hSarmouncements may include:

» decisions regarding reimbursement and commerc@gtazh by customers, national blood services orgomental bodies
» biological or medical discoverie

» technological innovations discovered or new comimaéeervices offered by us or our competitc

» developments concerning proprietary rights, inalgddatents and litigation matte

* regulatory development

» status of development partnershi

« dilution from future issuances of common stockjuding common stock issued pursuant to our At-Treekédt Issuance Sales
Agreement, with MLV & Co. LLC, or through the exése of warrants and vested stock optic

» debt financings, with terms that may not be viedaarably by stockholder:

* public concern as to the safety of new technolg

» general market condition

» comments made by analysts, including changes ilyste’ estimates of our financial performance;
» quarterly fluctuations in our revenue and financésults.
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We may fail to comply fully with elements of the iBanes-Oxley Act of 2002. Our failure to maintairffective internal controls in
accordance with Section 404 of this Act could havenaterial adverse effect on our stock price.

Section 404 of the Sarbanes-Oxley Act of 2002 meguannual management assessments of the effextszehour internal controls over
financial reporting and a report by our independegtstered public accountants attesting to thecéiffeness of our internal controls. These
requirements extend to the operations of our sidrgiéh Europe. If we fail to maintain the adequadyur internal controls over financial
reporting, as such standards are maodified, suppltedeor amended from time to time, we may not He ttbensure that we can conclude in
future periods that we have effective internal coistover financial reporting in accordance witlct8mn 404 of the Sarbanes-Oxley Act of
2002. If we cannot favorably assess, or our inddpenregistered public accountants are unableawige an unqualified attestation report on
the effectiveness of our internal controls oveaficial reporting, investor confidence in the rdligbof our financial reports may be adversely
affected, which could have a material adverse effa®mur stock price.

Provisions of our charter documents, our stockhotdéhts plan and Delaware law could make it moréfitult for a third party to acquire
us, even if the offer may be considered benefitiglour stockholders.

Provisions of the Delaware General Corporation lcawld discourage potential acquisition proposats @uld delay, deter or prevent a
change in control. The anti-takeover provisionthef Delaware General Corporation Law impose 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 appiba has been waived, provides certain defauittakeover protections in connection w
transactions between the company and an “intersttettholder” of the company. Generally, SectioB pfohibits stockholders who, alone or
together with their affiliates and associates, omore than 15% of the subject company from engaigimgrtain business combinations for a
period of three years following the date that ttoelsholder became an interested stockholder of subfect company without approval of the
board or the vote of two-thirds of the shares hgldhe independent stockholders. Our board of threchas also adopted a stockholder rights
plan, or “poison pill,” which would significantlyildite the ownership of a hostile acquirer. Additidly, provisions of our amended and restated
certificate of incorporation and bylaws could detiglay or prevent a third party from acquiring esen if doing so would benefit our
stockholders, including without limitation, the hatity of the board of directors to issue, withetdckholder approval, preferred stock with
such terms as the board of directors may determine.

ltem 1B. Unresolved Staff Commen
None.
ltem 2. Properties

Our corporate headquarters, which include our alexecutive offices, are located in Concord,ifoedia. This leased facility includes
laboratory space for blood safety research anda@tgppgeneral administrative, marketing and tecHrsopport functions. We also lease a
facility in Amersfoort, the Netherlands, which isadl for selling and administrative functions. Wédwe that our current facilities will be
adequate for the foreseeable future. The followdlde summarizes the properties we lease andldugition, size, term and primary functions
as of December 31, 2011.

Expiration if
Square Lease Renewal Options
Location Footage Expiration Date Exercised Primary Functions
Concord, CA, United States 36,02¢ November 201  Not applicable  Administrative, marketing, technical supg
and researc
Amersfoort, The Netherlanc 7,300 January 201 January 201 Sales and administratiy
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Subsequent to December 31, 2011, we entered inrion@nded lease with the landlord for our offic@ e Netherlands. By way of

entering into the amended lease, we exercised @mdp extend the lease for an additional fivergdallowing the lease expiration of January
2013. We may terminate the lease no earlier thanals 2016.

Item 3. Legal Proceeding:
None.
ltem 4. Mine Safety Disclosure

Not applicable.
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PART Il

ltem 5. Market for Registran’s Common Equity, Related Stockholder Matters andusr Purchases of Equity Securiti¢

Our common stock is traded on the Nasdaq Globak&tamder the symbol “CERS.” The following tabléssirth, for the periods
indicated, the high and low intra-day sales priceour common stock as reported by the Nasdaq & Mlarket:

High Low

Year Ended December 31, 201!

First Quarte! $3.6¢ $2.4(

Second Quarte $3.1¢€ $2.62

Third Quartel $3.07 $1.92

Fourth Quarte $3.1¢ $1.94
Year Ended December 31, 201(

First Quartel $3.1¢4 $1.7¢

Second Quarte $3.71 $2.42

Third Quartel $4.01 $2.8(

Fourth Quarte $3.9¢ $2.11

On February 22, 2012, the last reported sale pficeir common stock on the Nasdaq Global Market $&57 per share. On
February 22, 2012, we had approximately 171 holdérscord of common stock. We have not declaregiaid dividends on our common st
and do not intend to pay cash dividends on our comstock in the foreseeable future.
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Stock Performance Graph (1)

The following graph shows the total stockholdeurnetof an investment of $100 in cash (and the estment of any dividends thereafter)
on December 31, 2006 and tracked the performamoadgh December 31, 2011 for (i) our common stoicktHe NASDAQ Biotechnology
Stocks Index, (i) the Amex Biotech Index, and)(ile NASDAQ Stock Market (United States) Index.r®iock price performance shown in
the graph below is based upon historical data amdt indicative of future stock price performance.

Comparison of 5-year Cumulative Total Return on Investment
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== Cerus Corporation === NASDAQ ==gi== NASDAQ Bictech Index 4= AMEX Biotech Index

December 31

2006 2007 2008 2009 2010 2011
Cerus Corporation $100.0C $111.0¢ $11.98 $ 33.9¢ $41.9¢ $ 47.7¢
NASDAQ Biotech Inde) 100.0( 104.5¢ 91.3¢ 105.6¢ 121.5: 135.8¢
AMEX Biotech Index 100.0( 104.2¢ 85.8( 124.91 172.0¢ 144.7(
NASDAQ 100.0¢ 109.8! 65.2¢ 93.9¢ 109.8¢ 107.8¢

(1) The graph and certain other information furnishedar this Part Il Item 5 of this Annual Report coria 1(-K shall not be deemed to |
“soliciting material” or to be “filed” with the Comission or subject to Regulation 14A or 14C, othte liabilities of Section 18 of the
Exchange Act of 1934, as amend
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ltem 6. Selected Financial Dat:

The following table summarizes certain selectedrftial data for the five years ended December @11 2which has been derived from
audited consolidated financial statements. Therin&tion presented below may not be indicative tirel results and should be read in
conjunction with “ltem 7—Management’s Discussiom émnalysis of Financial Condition and Results ofe@giions,” and the consolidated
financial statements and notes thereto includeziviere in this Annual Report on Form 10-K.

Years Ended December 31,

(in thousands, except per share amounts) 2011 20101 20092 2008 20073
Consolidated Statements of Operations Datz
Revenue
Product revenu $ 3060: $ 21677 $ 16,75 $ 1551¢ $ 8,01f
Government grants and cooperative agreen 2,442 1,432 1,231 98¢ 3,02¢
Total revenue 33,04« 23,10¢ 17,98: 16,50° 11,04«
Cost of product revent 18,53t 12,04¢ 12,58( 9,66¢ 5,22¢
Gross profit 14,50¢ 11,06: 5,402 6,83¢ 5,81¢
Operating expenses (gain
Research and developme 7,17¢ 5,19t 6,372 10,20¢ 14,957
Selling, general and administrati 23,05: 21,577 21,867 27,16¢ 24 57"
Amortization of intangible asse 20z 67 0 0 0
Acquisition related costs and impairment of I-term investments in related parties, 1.2 0 182 1,53¢ 0 9,45(
Settlement gai? 0 0 (1,38)) 0 0
Restructuring charge? 0 0 841 0 0
Total operating expens: 30,43: 27,02 29,23t 37,36¢ 48,98:
Loss from operation (15,924 (15,95¢) (23,837 (30,530) (43,16¢)
Non-operating income (expense), | (1,05¢) (953) (302) 1,34¢ 4,06¢€
Loss from continuing operatiol (16,987 (16,91)) (24,13%) (29,187 (39,100
Discontinued operation
Loss from discontinued operatio 0 0 0 0 (5,820
Loss from sale of discontinued operatit 0 0 0 0 (384)
Loss from discontinued operatio 0 0 0 0 (6,204)
Net loss $ (16,98) $ (16,91) $ (24,139 $ (29,18) $ (45,309
Basic loss per common sha
Loss from continuing operatiol $ (035 $ (042 $ (069 $ (090 $ (1.29
Loss from discontinued operatio $ 0 $ 0 $ 0 $ 0 $ (0.19
Net loss $ (035 $ (042 $ (069 $ (090 $ (142
Diluted loss per common sha
Loss from continuing operatiol $ (035 $ (042 $ (069 $ (090 $ (1.29
Loss from discontinued operatio $ 0 3 0 $ 0 $ 0 $ (0.19
Net loss $ (035 $ (042 $ (069 $ (090 $ (142
Weighted average common shares outstanding usedlfarlating loss per common she
Basic 48,05( 40,30( 34,75( 32,43( 31,87(
Diluted 48,05( 40,30( 34,75( 32,43( 31,87(
December 31,
(in thousands) 2011 2010 2009 2008 2007
Consolidated Balance Sheets Data:
Cash, cash equivalents and s-term investment $ 25,78 $ 30,00¢ $ 19,93. $ 22,57¢ $ 56,85(
Working capital 18,62¢ 22,05: 19,44¢ 29,14¢ 55,58:
Total asset 45,36° 48,167 34,49: 47,33¢ 78,20¢
Deb+—nor-current 4,697 3,131 0 0 0
Capital lease obligatio—nor-current 0 6 15 0 2
Other nol-current liabilities 1,24: 1,59¢ 11t 168 0
Accumulated defici (443,93") (426,95) (410,047 (385,907 (356,72f)
Total stockholder equity $ 18,31 $ 23,73. $ 2144t $ 34,27¢ $ 59,88

(1) The statements of operations data for the geded December 31, 2010 included (i) acquisititeted costs of $0.5 million related to our acgigsitof certain assets of BioOne in
August 2010 and (i) a gain of $0.3 million asseeiwith relinquishing our shares in BioOne as péthe consideration for the acquisition of BioOSee Note 3 to Consolidated
Financial Statements under Part IV to this Annugpétt on Form 1-K.

(2) The statements of operations data for the yearceBeeember 31, 2009 included (i) an impairment gbaf $2.3 million related to our investment in Biwe (see Note 9 in the Notes
Consolidated Financial Statements under Part tigoAnnual Report on Form 10-K), (ii) a gain of. &0nillion associated with relinquishing our shaireé\nza Therapeutics (see Note
9 in the Notes to Consolidated Financial Statementer Part IV to this Annual Report on Form 10-)) a settlement gain of $1.4 million associateith certain transition services
provided by Baxter in 2006 (see Note 17 in the BateConsolidated Financial Statements under Ra this Annual Report on Form 10-K), and (iv)teacge of $0.8 million related
to an approved restructuring plan (see Note 1hénm\Motes to Consolidated Financial Statements uRdgrlV to this Annual Report on Form-K).

(3) The statements of operations data for the geded December 31, 2007 has been reclassifiefléotrthe treatment of our former immunotherapyibess as a discontinued operation.
The reclassifications to discontinued operatiors t@impact on net los
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ltem 7. Managemen’s Discussion and Analysis of Financial Condition drkResults of Operation

This discussion and analysis should be read inwwtjon with our audited consolidated financialtstaents and the accompanying n
thereto included in this Annual Report on Form 1@eKthe year ended December 31, 2011. Operatisglte for the year ended December 31,
2011 are not necessarily indicative of results tmaty occur in future periods.

Overview

Since our inception in 1991, we have devoted sukistly all of our efforts and resources to thes@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 thremthicomponents. The INTERCEPT Blood System foreft#d, or platelet system, and
our INTERCEPT Blood System for plasma, or plasnsieay, have received CE marks and are being marketdold in a number of
countries in Europe, The Commonwealth of Indepenh8éates, or CIS, the Middle East and selectedtci@srin other regions around the
world. In addition, we are developing and plan ¢éofprm the required clinical trials for our INTER®E Blood System for red blood cells, or
red blood cell system, in Europe. Subject to thelability of adequate funding from partners, gowaent grants and/or capital markets, we
intend to complete development activities for tbe blood cell system necessary for regulatory agbio Europe and we may seek regulatory
approval of our products in the United States.

Our near-term capital requirements are dependemfidaus factors, including operating costs andkivay capital investments associated
with commercializing the INTERCEPT Blood Systemstsoassociated with pursuing regulatory approvgeiographies where we do not
currently sell our platelet and plasma systemasaassociated with planning and conducting stualiekclinical development of our red blood
cell system, timing and magnitude of payments ugdants from the United States government, andsaesdted to creating, maintaining and
defending our intellectual property. Our long-tezapital requirements will also be dependent on aitipe developments, clinical
development and regulatory factors. We believe ¢hah received from product sales and governmamtgrour available cash balances and
access to debt will be sufficient to meet our @piquirements for at least the next twelve marifreur assumptions prove to be incorrect,
could consume our available capital resources sabae we currently expect.

We may borrow additional capital from institutiorsadld commercial banking sources to fund future ¢gnavutside of our credit agreem
with Comerica Bank, as described below, on terrasriay include restrictive covenants, which may pose of covenants that restrict the
operation of our business, liens on assets, hifgttdfe interest rates and repayment provisionsréduce cash resources and limit future
access to capital markets. To the extent that ige edditional capital by issuing equity securit@sr stockholders may experience substantial
dilution. To the extent that we raise additionalda through collaboration or partnering arrangesiemé may be required to relinquish som
our rights to our technologies or rights to maked sell our products in certain geographies, antgicenses on terms that are not favorable to
us. If we are unable to raise additional capita ttudisruptions to the global credit and finanamrkets and general economic uncertainty or
other factors, we may need to curtail planned dgraknt or commercialization activities.

We recognize product revenues from the sale optatelet and plasma systems in Europe, the CISyiiddle East, and certain other
countries around the world. Our product revenueeiised by $8.9 million during the year ended Ddxerd1, 2011 compared to the
December 31, 2010 primarily as a result of an iseein volume sales to existing customers and salesw customers due to increased me
penetration and customer adoption of the INTERCBRDd System in Europe, the CIS, and the Middlet Ealshough our revenues have
grown over time, if we are unable to gain widesgreammercial adoption in markets where our bloddtggroducts are approved for
commercialization, we anticipate that we may haffecdlties achieving profitability. As such, we maever achieve a profitable level of
operations in the future as we must conduct sigguifi research, development, preclinical and clirdgaluation, commercialization and
regulatory compliance activities for our produchd@ates, which, together with anticipated selliggneral and administrative expenses, are
expected to result in substantial losses.
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In addition to the product revenues from saleswfatelet and plasma systems, we recognize reviEom government grants and
cooperative agreements. Historically, we have wezksignificant awards in funding under cooperatigeeements with the United States
Department of Defense, or DoD, for the INTERCEP®d® System. Any such funding is subject to the @ightion of funds and approval of
our research plans by various organizations withénfederal government, including the United St&esgress. In August 2011, we were
awarded a $2.1 million grant from the DoD to supploe development of our red blood cell system.rdfmgnize revenue associated with this
award as qualified costs are incurred for reimbuesa over the performance period of one year fioendate of issuance. The general
economic environment, coupled with tight federadidpets, has led to a general decline in the amoaitadle for government funding. There is
no assurance that we will be awarded future fedgeaits and cooperative agreements for the INTERTHEBod System.

In 2007, we spun-off our immunotherapy businesd,iar2009 entered into agreements to license tineuinotherapy technologies to
Aduro BioTech, or Aduro. In connection with thoggeements, we received and currently hold prefeshedes representing less than 10% of
Aduro’s capital. Pursuant to these license agreésnere will obtain a 1% royalty fee on any futuedes resulting from certain technology. In
April 2011, Aduro completed a subsequent roundrefticing, issuing Series B preferred stock andr@salt, reduced our ownership in Aduro
to less than 3%. Since receiving preferred stockdaro, we have carried our investment in Aduraexb on our consolidated balance sheet as
we have no basis to believe that we will receivg @onomic benefit from our equity ownership in Aalas we believed that Aduro’s
technology platforms, which were largely basedtmibprocess development programs of Anza Therapeuticsdr Anza Therapeutics, ha
high risk of failure.

We pay royalties to Fenwal Inc., or Fenwal, on fettNTERCEPT Blood System product sales under icegigreements which arose
from the sale of the transfusion therapies divibBaxter International Inc., or Baxter, in 20@/Renwal, at rates of 10% of net sales for our
platelet system, 3% of net sales for our plasmgesys5% of net sales for our red blood cell systena 6.5% on net sales of illumination
devices, or illuminators. We also pay Fenwal cartaists associated with the amended manufactunidgapply agreement we executed with
Fenwal in December 2008 for the manufacture of IRCEPT finished disposable kits for our platelet atasma systems through
December 31, 2013. Under the amended manufactaridgupply agreement, we pay Fenwal a set pricdipeosable kit, which is establisk
annually, plus a fixed surcharge per disposabldrkiaddition, volume driven manufacturing overheall be paid or refunded if actual
manufacturing volumes are higher or lower thanaieually estimated production volumes. We are alidigated to provide certain disposable
kit components at no cost to Fenwal under the ae@ntanufacturing and supply agreement. This reduiseto enter into manufacturing and
supply arrangements with certain other manufacsui@rthose components, some of which contain mininpurchase commitments. As a
result, our supply chain for certain of these congpus, held as work-in-process on our consolidbsdance sheets, may potentially take over
one year to complete production before being etilim finished disposable kits.

In August 2010, we completed an acquisition ofaiarassets of BioOne Corporation, or BioOne, inclgdhe commercialization rights
that both Baxter (later Fenwal) and we grantedit@OBe for both the platelet and plasma systemsc@went with the acquisition, Fenwal and
we terminated the commercialization rights we aadviFal granted to BioOne. As a consequence of tinértation, and pursuant to a pre-
existing agreement with Fenwal, our commercial@atights to the platelet and plasma systems uoaie2005 and 2006 agreements with
Baxter became worldwide. As consideration for tbguired BioOne assets, we relinquished all shaeeheld in BioOne valued at
approximately $0.3 million and issued 1,172,35%sh@&f our common stock to BioOne valued at appnaxely $3.4 million, of which 937,8t
shares were issued at the close of the acquisitiohugust 24, 2010 and the remaining 234,471 shagees issued six months from the close of
the acquisition date on February 25, 2011. Accaligimt the acquisition date, we recorded thevfalue of the assets acquired, consisting of
commercialization rights in Asia of $2.0 milliondiluminators of $0.4 million, with the excesstb& purchase price over the fair value of the
asset acquired was recorded as goodwill of $1.BomilThe recognition of goodwill was attributatitethe buyer-specific value derived by us
as a result of acquiring the commercializationtsgh certain Asian countries in order to comptéte global commercialization rights for our
platelet and plasma systems.
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In June 2011, we entered into an At-The-Marketdsse Sales Agreement, or Sales Agreement, with MILGb. LLC, or MLV, that
provides for the issuance and sale of shares of@umon stock over the term of the Sales Agreemawing an aggregate offering price of up
to $20.0 million from time to time through MLV asiiosales agent. During the year ended Decemb&@1L,, approximately 3.5 million shai
of our common stock were sold under the Sales Agee¢ for aggregate net proceeds of $9.7 milliornsgquent to the year ended
December 31, 2011 through the date of filing thisuAal Report on Form 10-K, we sold approximate@/Rillion of additional shares of
common stock for aggregate net proceeds of appairi;n$9.1 million.

In September 2011, we entered into a loan and ispagreement, or Credit Agreement, with Comeriee or Comerica, which
provides for a growth capital loan of up to $8.0lion, or Growth Capital Loan, and a formula basedolving line of credit of up to $4.0
million plus any unused amounts from the Growth i@hhoan. Under the Credit Agreement, we are lgdito an aggregate borrowing of up to
$10.0 million at any time. We pledged all currentlduture assets, excluding our intellectual propand 35% of our investment in our
subsidiary, Cerus Europe B.V., as security for tmmgs under the Credit Agreement. We are alsoireduio maintain compliance with certi
customary and routine financial covenants, inclgdimintaining a minimum cash balance with Comegioza achieving certain minimum
revenue levels. Concurrent with the execution ef@nedit Agreement, we borrowed $5.0 million of @Gewth Capital Loan, substantially all
of which was used to repay our prior debt with QafEinance Corporation, or Oxford, with the rem&ndsed for general corporate purposes.
In addition, we drew $2.3 million from the revolgitine of credit in 2011.

Critical Accounting Policies and Management Estimags

The preparation of financial statements require®usake estimates, assumptions and judgmentsiffeat the reported amounts of
assets, liabilities, revenues and expenses, aattdetlisclosures of contingent assets and liaslitOn an ongoing basis, we evaluate our
estimates, including those related to revenue mtiog, inventory valuation, accrued liabilitiesluation and impairment of purchased
intangibles and goodwill, valuation of warrantsprzash stock compensation assumptions, and incaxes.tWe base our estimates on
historical experience and on various other assumgtihat we believe to be reasonable under therostances, the results of which form our
basis for making judgments about the carrying valugssets and liabilities that are not readilyaappt from other sources. Actual results may
differ from those estimates under different assummgtor conditions.

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

» Revenue—We recognize revenue in accordance with ASC T6pE-25,"Revenue Recognition—Arrangements with Multiple
Deliverables” as applicable. Revenue is recognized when (i) psige evidence of an agreement with the fundingypadists; (ii) services
have been rendered or product has been deliveiiggriCing is fixed or determinable; and (iv) déettion is probable.

Revenue related to product sales is generally rézed when we fulfill our obligations for each elem of an agreement. For all sales of
our INTERCEPT Blood System products, we use a bimgurchase order and signed sales contract asreddf a written agreement. We sell
INTERCEPT Blood System for platelets and plasmaddly to blood banks, hospitals, universities, gowgent agencies, as well as to
distributors in certain regions. Generally, ourtrtaats with customers do not provide for open retights, except within a reasonable time
after receipt of goods in the case of defectivaan-conforming product. Deliverables and the uoftaccounting vary according to the
provisions of each purchase order or sales conffactrevenue arrangements with multiple elememésevaluate whether the delivered
elements have stand-alone value to the customer.tBradoption of ASU No. 2009-13, consideratiengived was allocated to elements that
were identified as discrete units of accountingebasn the relative fair value method. Beginningudap 1, 2011, consideration received is
allocated to elements that are identified as diearsits of accounting based on the best estinsglidg price. We have determined that ver
specific objective evidence is not discernable tueur limited
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history of selling our products and variabilityonr pricing. Since our products are novel and uaignd are not sold by others, third-party
evidence of selling price is unavailable. Freighsts charged to customers are recorded as a comtpafmevenue under ASC Topic 605,
“Accounting for Shipping and Handling Fees and Gdstnd value-added-taxes, or VAT, that we invoicedoaustomers and remit to
governments, are recorded on a net basis, whidhdes such VAT from product revenue.

Revenue related to the cost reimbursement prodsimder development contracts is recognized asa$ts on the projects are incurred.
We receive certain United States government gie@mdscontracts that support research in definedaireBerojects. These grants generally
provide for reimbursement of approved costs inaia® defined in the various grants.

* Inventory —We own certain components of INTERCEPT dispos&lttein the form of work-in-process inventory aridighed goods,
UVA illuminators, and certain replacement partsdar illuminators. Our supply chain for certaintbése components, held as work-in-process
on our consolidated balance sheet, can potentilly over one year to complete production befonegoetilized in finished disposable kits. \
maintain an inventory balance based on our cusales projections, and at each reporting periodgweduate whether our work-in-process
inventory would be consumed for production of firéd units in order to sell to existing and prospeactustomers within the next twelve-
month period. It is not customary for our productaycle for inventory to exceed twelve months. éast, we use our best judgment to factor in
lead times for the production of our finished und@sneet our current demands. If actual resulfedffom those estimates, work-in-process
inventory could potentially accumulate for peri@seeding one year.

Under our manufacturing and supply agreement watwial, our carrying value of INTERCEPT disposatite s dependent on an
annually set price. In addition, at the end of egedr, volume driven manufacturing overhead isegifiaid or refunded by or to us if
manufacturing volumes are higher or lower thanathiécipated manufacturing volumes at the time theeds established. As a result,
manufacturing overhead can fluctuate and requise® uise judgment in accruing the manufacturinglueed. In addition, we use judgment in
determining whether the manufacturing overheadcdgst of our inventory and recoverable when proigisbld. We use significant judgment
and evaluate manufacturing variances incurred duyseriods of abnormally low production by considgra variety of factors including the
reasons for low production volumes, anticipatedreproduction levels that correlate to and offsdétimes experienced during abnormally |
production cycles and contractual requirements.r&¢erd manufacturing variances incurred duringqueriwithout production as a component
of “Cost of product revenue” on our consolidateatesnents of operations.

Inventory is recorded at the lower of cost, deteedion a first in, first-out basis, or market valOer platelet and plasma system
disposable kits generally have a two-year shadfflibm the date of manufacture. llluminators amlaeement parts do not have regulated
expiration dates. We use significant judgment talyre and determine if the composition of our ireeyn is obsolete, slow-moving, or
unsalable and frequently review such determinati@ns limited history selling the INTERCEPT Bloogisem limits the amount of historical
data we have to perform this analysis. Generalg/ywite-down specifically identified unusable, olege, slow-moving, or known unsalable
inventory that has no alternative use in the petfiad it is first recognized by using a numberasftbrs including product expiration dates, open
and unfulfilled orders, and sales forecasts. Anyeadown of our inventory to net realizable valstablishes a new cost basis and will be
maintained even if certain circumstances suggestite inventory is recoverable in subsequent gsriGosts associated with the writewn of
inventory are recorded in “Cost of product revenor’our consolidated statements of operations.

» Accrued expenses—We record accrued liabilities for expenses relatecertain contract research activities and depraknt services,
including those related to clinical trials, preatial safety studies and external laboratory stydissvell as development activities being
performed by third parties. Some of those accrigddlities are based on estimates because bilfimgthese activities may not occur on a
timely basis consistent with the performance ofséevices. Specifically, accruals for clinical Isiaequire us to make estimates surrounding
costs
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associated with patients at various stages oflthieal trial, pass through costs to clinical sjtesntract research organization costs including
fees, database development, and reporting costs)gothers.

» 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 Topk, 8usiness Combinations.lh connection with the acquisition, we used sigaifit
judgment, including, but not limited to, judgmentsto 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@ddinder 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 goodwiilich represents value unique to us as the holideoddwide rights to the INTERCEPT
Blood System. We may be unable to realize the dembvalue of the acquired assets and our assursptiag prove to be incorrect, which may
require us to write-down or impair the value of #ssets if and when facts and circumstances irdicaeed to do so. We perform an
impairment test on our goodwill annually on Aug8stof each fiscal year or more frequently if indéra of impairment exist. The test for
goodwill impairment is a two-step process. Thet fitep compares the fair value of each reportirnigwith the respective carrying amount,
including goodwill. We have determined that we @pelin one reporting unit and estimate the fainealf our one reporting unit using the
enterprise approach under which we consider outegumarket capitalization as reported on the Nastlahal Market. We consider quoted
market prices that are available in active mark@tse the best evidence of fair value. We also idenother factors, which include future
forecasted results, the economic environment aedatlvmarket conditions. If the fair value of theporting unit exceeds the carrying amount,
goodwill of the reporting unit is not consideredpaired and, therefore, the second step of the inmgaait test is unnecessary. The second step,
which is used to measure the amount of impairnmes#, lcompares the implied fair value of each répgrinit's goodwill with the respective
carrying amount of that goodwill. If the carryinmaunt of the reporting unit's goodwill exceeds timplied fair value of that goodwill, an
impairment loss is recognized in an amount equtidbexcess. On August 31, 2011, we performednanual review of goodwill as described
above and determined that goodwill was not impaivéd will perform an impairment test on our intaslgiassets by continually monitoring
events and changes in circumstances that coulddtedcarrying amounts of our intangible assets naaye recoverable. When such events or
changes in circumstances occur, we assess recdirgiayp determining whether the carrying valuesaich assets will be recovered through the
undiscounted expected future cash flows. If theeetgd undiscounted future cash flows are lesstti@oarrying amount of these assets, we
then measure the amount of the impairment lossdbais¢he excess of the carrying amount over thevédue of the assets. No events or
changes in circumstances arose during the yeaddddeember 31, 2011 which would require us tottestecoverability of our intangible
assets.

» Warrants —In August 2009 and November 2010, we issued wegtanpurchase 2.4 million and 3.7 million sharEs@mnmon stock,
respectively. The material terms of the warranteewdentical under each issuance except for theceseeprice, date issued and expiration date.
We classified the warrants as a liability on ounsaidated balance sheets as the warrants corggtirc material terms which require us (or
successor) to purchase the warrants for cash ameunt equal to the value of the unexercised podfdhe warrants (as determined in
accordance with the Black-Scholes option pricingletpin connection with certain change of contrahsactions. In addition, we may also be
required to pay cash to a warrant holder undeatedircumstances if we are unable to timely delthe shares acquired upon warrant exercise
to such holder.

The fair value of these outstanding warrants isudated using the binomial-lattice option-pricingael and is adjusted accordingly at
each reporting period. The binomial-lattice optjmicing model requires that we use significant agstions and judgment to determine
appropriate inputs to the model. Some of the astomgpthat we rely on include the probability offsange of control occurring, the volatility
of our stock over the life of the warrant and asgtioms and inputs used to value the warrants utigeBlack-Scholes model should a change
of control occur.

Gains and losses from warrant revaluation are dszbin “Gain from revaluation of warrant liabilityh the consolidated statements of
operations. Upon the exercise or modification tagee the provisions which
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require the warrants to be treated as a liabtlitg,fair value of the warrants will be reclassiffeaim a liability to stockholders’ equity on our
consolidated balance sheets and no further adjmstim¢he fair value would be made in subsequeriogs.

» Stock-based compensatior-We issue stock-based awards to our employees;amots and members of our Board of Directors, as
strategic, long-term incentives. We also maintairaetive employee stock purchase plan within thenimg of Section 423(b) of the Internal
Revenue Code. We record stock-based compensatiemss for employee awards in accordance with ASEcT#L8,“Compensation—Stock
Compensation.'We use the Black-Scholes option pricing model tieiairine the grant-date fair value of stock-basedrda: The Black-

Scholes option pricing model requires that we seiptions regarding a number of complex and stibgecariables to determine appropri
inputs to the model, which include the expectethtef the grants, actual and projected employeeksiption exercise behaviors, including
forfeitures, our expected stock price volatilityetrisk-free interest rate and expected dividemts. grant-date fair value of stock-based awards
is then recognized as stock-based compensatiomsamn a straighine basis over the requisite service period, wictine vesting period, a

is adjusted for estimated forfeitures. To the etxtleat stock options contain performance criteoiaviesting, stock-based compensation is
recognized once the performance criteria are piehzfibeing achieved. We continue to apply the fgions of ASC Topic 505-50Equity

Based Payment to N-Employees’for our stock-based awards issued to non-employédreder the provisions, the measurement date athwhic
the fair value of the stock-based award is measiarée the earlier of (i) the date at which a cotrment for performance by the grantee to earn
the equity instrument is reached or (ii) the datelich the grantee’s performance is complete. @@gnize stoclkased compensation expe

for the fair value of the vested portion of the remployee awards in our consolidated statemempefations.

* 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 tdx@ncome. We currently estimate that we may moable to utilize all of our deferred tax
assets. In addition, we may not generate futurabi@income prior to the expiration of our net @piexg loss carry forwards and research and
development credits. Timing and significance of astimated future taxable income is highly subjectind is beyond the control of
management due to uncertainties in market conditieconomic environments in which we operate, anuhg of regulatory approval of our
products. We do not recognize tax positions thata@tchave a greater than 50% likelihood of beirgpgaized upon review by a taxing
authority having full knowledge of all relevant @amimation. Use of a valuation allowance is not aprapriate substitute for the derecognitior
a tax position. We did not have any recorded liabd for unrecognized tax benefits at December2®1,1 or 2010. We recognize accrued
interest and penalties related to unrecognizedégefits in our income tax expense. To date, we Imax recognized any interest and penalties
in our consolidated statements of operations, agetwe accrued for or made payments for interebpanalties. We continue to carry a full
valuation allowance on all of our deferred tax &ss&lthough we believe it more likely than not tlhaaxing authority would agree with our
current tax positions, there can be no assuraratetth tax positions we have taken will be subgited by a taxing authority if reviewed. Our
tax years 2007 through 2011 remain subject to exatioin by the taxing jurisdictions.

Results of Operations
Years Ended December 31, 2011, 2010 and 2009

Revenue
Years Ended December 31 % Change
2011 tc 2010 tc
(in thousands, except percentage 2011 2010 2009 2010 2009
Product revenue $30,60: $21,67: $16,75! 41% 29%
Government grants and cooperative agreern 2,44: 1,432 1,231 71% 16%
Total revenug $33,04¢ $23,10¢ $17,98: 43% 29%
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Product revenue increased by $8.9 million in therynded December 31, 2011 compared to the yeadddeicember 31, 2010 primarily
as a result of an increase in sales volume of mpodable platelet and plasma system kits solditieg customers due to increased market
penetration and customer adoption of the INTERCBRDd System in Europe, the CIS, and the Middlet Bakich was partially offset by a
decline in the sales volume of our illuminatorsodRrct revenue increased by $4.9 million in the yrated December 31, 2010 compared to the
year ended December 31, 2009, which was drivembg@ease in the number of disposable plateletpdamsima system kits sold to custom
in Europe, the CIS, and the Middle East and tesadeextent, an increase in sales volumes of ouk l¥minators.

We anticipate product revenue for both our platatet plasma systems will continue to increasetiwréuperiods as the INTERCEPT
Blood System gains market acceptance in geograptiiese commercialization efforts are underway. fis¢orical results may not be
indicative of INTERCEPT Blood System revenue in filieire.

Revenue from government grants and cooperativeeagsts increased by $1.0 million in the year eridlecember 31, 2011 comparec
the year ended December 31, 2010. This increas@ardly attributable to higher reimbursable develept efforts related to our red blood cell
system during the year ended December 31, 2011 a@dpo the corresponding period of 2010. In addjtin August 2011, we were awarded
a new grant by the DoD totaling $2.1 million. Renerfrom government grants and cooperative agreenfenthe year ended December 31,
2010 increased by $0.2 million compared to yeaedridecember 31, 2009. The increase was primaréytdan increase in the red blood cell
system development activities reimbursed under @svaith the DoD.

Cost of Product Revenue

Our cost of product revenue consists of the cott@INTERCEPT Blood System inventory sold, roystpayable to Fenwal for product
sales, provisions for obsolete, slow-moving andcaleable product, certain order fulfilment costsd & the extent applicable, costs for idle
facilities. Inventory is accounted for on a firat-first-out basis.

Years Ended December 31, % Change
2011 tc 2010 tc
(in thousands, except percentages) 2011 2010 2009 2010 2009
Cost of product revenue $18,53¢ $12,04¢ $12,58( 54% (4)%

Cost of product revenue increased by $6.5 milliothe year ended December 31, 2011 compared teetireended December 31, 2010
primarily due to a higher number of disposable &a&l and higher scrap rate for certain componmatsufactured during 2011 compared to
2010. Cost of product revenue decreased by $0lBmib $12.0 million in the year ended DecemberZ110 compared to the year ended
December 31, 2009. Despite the higher volume afigets sold, the decrease in the cost of produetmes was due to lower manufacturing
overhead variances capitalized as a result of @ser@ production volumes during 2010. In additioa,had lower costs for obsolete, slow
moving and scrapped inventory during the year ef@szember 31, 2010 compared to the correspondirigdoef 2009.

Our realized gross margins on product sales webe iBahe year ended December 31, 2011, down froth #the year ended
December 31, 2010, and up from 25% in the yeareiagember 31, 2009. 2011 gross margins were nefjatmpacted compared to 2010
non-routine period costs, including higher scrapgassociated with certain components manufactWechave a limited history
manufacturing these components and as such, haitedimeans to predict the frequency and magnitd@éents leading to higher than
expected scrap. 2010 gross margins were positingdacted compared to 2009 due to incurring certasts in 2009 as a result of abnormally
low manufacturing volumes.

40



Table of Contents

Changes in our gross margins are affected by vafiattors, including manufacturing and supply claists, the mix of product sold, a
the mix of customers to which product is sold. Gathg, we offer our distributors tiered volume dismts of varying magnitudes, depending on
their purchase commitments. Our gross margins redaynpacted in the future based on all of theseiait

We expect to maintain inventory levels that willddficient to meet forecasted demand for a reddyighort time period and plan to
manufacture at levels above those produced in 2@ahufacturing disposable kits at levels aboveléghels produced in 2011 should result |
continuing lower per unit cost of goods sold whiea product is ultimately sold; however, actual nfaoturing levels may differ from our
assumptions.

Research and Development Expenses

Our research and development expenses includéesatand related expenses for our scientific pemslpmon-cash stock based
compensation, payments to consultants, costs frapgeand conduct preclinical and clinical triakgrd-party costs for development activities,
certain regulatory costs, infrastructure, and latamy chemicals and supplies.

Years Ended December 31 % Change
2011 tc 2010 tc
(in thousands, except percentage 2011 2010 2009 2010 2009
Research and development $7,17¢ $5,19¢ $6,37- 38% (18)%

Research and development expenses increased byn#$od in the year ended December 31, 2011 coempéo the year ended
December 31, 2010 primarily due to increased aettded to our efforts to further advance the dewelent of our red blood cell system
program. Research and development expenses detitga$é.2 million in the year ended December 31,(2€bmpared to the year ended
December 31, 2009 due to reduced research andogevent activities driven primarily by our March Z0f@structuring plan and the associi
reduction in force. Of the total research and dgwelent expenses incurred, non-cash stock-basedermafon represented $0.5 million, $0.4
million and $0.5 million for the years ended Decem®1, 2011, 2010 and 2009, respectively.

We anticipate our research and development spemndihgontinue to increase over the near term tthfer our red blood cell system
development efforts in Europe and will increaserdkie longer term if we are able to secure sufficadditional capital to pursue regulatory
approval for our products in the United States. Ruhe inherent uncertainties and risks associatéddeveloping biomedical products,
including, but not limited to, intense and changjjmyernment regulation, uncertainty of future plieical and clinical trial results and
uncertainty associated with manufacturing, it is pmssible to reasonably estimate the costs to Emphese research and development
projects. We face numerous risks and uncertaiassciated with the successful completion of oseaech and development projects; whic
discussed in further detail under “ltem 1/Risk Factors’ in Part | of this Annual Report on Form 10-K.

Selling, General, and Administrative Expens

Selling, general, and administrative expenses dekalaries and related expenses for administrpév®nnel, non-cash stock based
compensation, expenses for our commercializatitortsfin Europe and elsewhere, expenses for acitmyréx, and internal control, legal and
facility related expenses, and insurance premiums.

Years Ended December 31, % Change
2011 tc 2010 tc
(in thousands, except percentages) 2011 2010 2009 2010 2009
Selling, general and administrative $23,05: $21,57% $21,86 7% 1)%

Selling, general, and administrative expenses asze by $1.5 million in the year ended Decembef811 compared to the year ended
December 31, 2010 primarily due to increased spendilated to the
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expansion of our marketing efforts in Europe. 8elligeneral, and administrative expenses decrdns$d.3 million in the year ended
December 31, 2010 compared to the year ended Dexe3ihp2009 primarily due to decreased personrssa@nd lower marketing and public
affairs costs driven primarily by our March 2008trecturing plan and the associated reductionricefas well as our continued emphasis on
controlling costs. Of the total selling, generalgdadministrative expenses incurred, non-cash dtaskd compensation represented $1.4
million, $1.5 million, and $1.6 million for the yemended December 31, 2011, 2010 and 2009, regplycti

We anticipate that we will be focused on tightlymaging growth in our selling, general, and admiatste spending over the coming
year, as part of a larger effort to focus our resesiand conserve ca

Amortization of Intangible Asset

Amortization of intangible assets relates to ang®to commercialize the INTERCEPT Blood Systemeirtain Asian countries in
connection with our acquisition of certain assetsfBioOne. The BioOne transaction was accountedsa business combination under ASC
Topic 805,"Business Combination,Which assigned a fair value of $2.0 million to th&angible assets in August 2010. These intangibiets
are being amortized over an estimated useful fitemyears and will be reviewed for impairmenfas and circumstances arise.

Years Ended December 31, % Change
2011 tc 2010 tc
(in thousands, except percentages) 2011 2010 200¢ 2010 2009
Amortization of intangible assets $ 20z $ 67 $0 201% 10C%

Amortization of intangible assets increased by $6illion in the year ended December 31, 2011 coeqgpéo the year ended
December 31, 2010, and in the year ended Decenih@030 compared to the year ended December 39, 28Ghe acquisition of purchased
intangible assets related to our license to comialére the INTERCEPT Blood System in certain As@@untries occurred during the second
half of 2010.

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

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

Years Ended December 31 % Change
2011 tc 2010 tc

(in thousands, except percentage 2011 2010 2009 2010 2009
Gain from long-term investment in related party—Anz

Therapeutic: $0 $ 0 $ (804 0% (100)%
Acquisition related costs and impairment of I-term

investments in related pa—BioOne 0 182 2,34( (100)% (92)%
Acquisition related costs and impairment of long¥te

investments in related parties, | $0 $182 $1,53¢ (200)% (88)%

During the year ended December 31, 2010, we indwucguisition related costs of $0.5 million relatedur acquisition of certain assets
of BioOne in August 2010. In addition, we relinchasl all BioOne shares that we held as part of éimsideration for certain of these assets
recognized a gain of $0.3 million during the yeaded December 31, 2010, which represented thergiffe between the assumed fair value of
the pre-acquisition non-controlling equity intere§BioOne and the carrying value. We carried dd#6linvestment in BioOne at zero as we
had previously fully impaired our BioOne investmehn®2.3 million during the year ended December2I)9 since we determined that certain
factors were present to support our position thatBioOne investment was not recoverable. Thegefaincluded, but were not limited to,
third-party investor interest and participatiorréeent equity offerings at current pricing, busiestlook of BioOne and available financial
information.
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During the year ended December 31, 2009, we atmgrezed a gain of $0.8 million, which represerttegl difference between the cash
received and the carrying value of our non-contrglequity interest in Anza Therapeutics as wengglished our shares in Anza Therapeutics,
released any claims against them and agreed toathsfer of all of Anza Therapeutics’ intellectypabperty to Aduro in 2009.

Settlement Gair

Years Ended December 31 % Change
2011 tc 2010 tc
(in thousands, except percentages) 2011 201( 2009 2010 2009
Settlement gain $0 $0 ($ 1,38) 0% (100)%

In December 2009, we and Baxter International lmcBaxter, entered into a settlement agreemeiatrdégy disputed amounts for certain
transition services provided in 2006 by Baxteramjanction with the transfer of commercializatioghts to us. In consideration for agreeing to
the settlement, with both parties waiving all righnd obligations, we eliminated the disputed ant®from our consolidated balance sheet of
$4.7 million in payment obligations to Baxter ari@million in receivables due from Baxter, andesgt to pay Baxter $0.5 million, resulting
in us recording a gain of $1.4 million during theay ended December 31, 2009.

Restructuring Charge:
Restructuring charges comprised of one-time tertigndenefits, facility consolidation and relatedvwing costs.

Years Ended December 31, % Change
2011 tc 2010 tc
(in thousands, except percentages) 2011 201( 2009 2010 2009
Restructuring charge $0 $0 $ 841 0% (100)%

In March 2009, pursuant to the Board of Directeqgproval, we began implementing a plan to focusueses on commercializing the
INTERCEPT Blood System in Europe, to consolidatglitees, and to reduce our cost structure. Dutimgyear ended December 31, 2009, we
incurred costs for one-time termination benefitsédmployee positions that were eliminated underdésgructuring plan. During the year ended
December 31, 2009, we also incurred costs assdaidth consolidating facilities and certain othests associated with the restructuring plan.
Most of the costs accrued as one-time terminaterefits as of March 31, 2009 were paid by DecerBtheP009 and any remaining costs were
paid by December 31, 2010.

Non-Operating Expense, Net

Non-operating expense, net consists of mark-to-gtaaéljustments related to the calculated fair vafugur outstanding warrants, foreign
exchange loss, interest charges incurred on our iédrest earned from our short-term investmenmtfplio, and other non-operating gains and
losses.

Years Ended December 31 % Change

2011 tc 2010 ta
(in thousands, except percentages) 2011 2010 2009 2010 2009
Gain from revaluation of warrant liability $ 48€ $ 39 $ 63 1,14€6% (38)%
Foreign exchange lo: (529) (81€) (611) (35)% 34%
Interest expens (964) (689) (10 4C% 6,79(%
Other income (expense), r (51) 513 25€ (110% 10(%
Total nor-operating expense, n $(1,05%) $(953) $(302) 11% 21€%
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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 owntmon stock. The fair value of these outstandingavds, which uses the binomial-lattice
option-pricing model, is classified as a liabildp the consolidated balance sheets and is adjaseath subsequent reporting period, until such
time the instruments are exercised or otherwiseifieddo remove the provisions which require thisatment. Upon the exercise or
modification to remove the provisions which requhie warrants to be treated as a liability, thealue of the warrants will be reclassified
from liabilities to stockholdersquity and no further adjustment to the fair vakgild be made in subsequent periods. Further clsangeock
price will result in similar adjustment as needed.

Gain from revaluation of warrant liability increassby $0.4 million in the year ended December 31,12€bmpared to the year ended
December 31, 2010 primarily due to the change muaderlying stock price, as compared to the stpitiee of the warrants. Gain from
revaluation of warrant liability was relatively cgigtent in the year ended December 31, 2010 comparthe year ended December 31, 2009.

Foreign exchange loss

Foreign exchange loss improved by $0.3 millionhie year ended December 31, 2011 compared to thegdad December 31, 2010,
which was primarily attributable to favorable fageicurrency variations over that time period betwe Euro and U.S. dollar, our functional
currency. Foreign exchange loss declined by $0lBomin the year ended December 31, 2010 comptrélde year ended December 31, 2009,
which was primarily attributable to unfavorabledimn currency variations between the Euro and to8ar.

Interest expense

Interest expense increased by $0.3 million in tb@rynded December 31, 2011 compared to the ydadédecember 31, 2010 primarily
due to the acceleration of the closing cost and éssociated with the repayment of our prior dabtiaterest incurred from borrowings on our
prior credit facility, and to a lesser extent, frtime financing of leasehold improvements for ouadwarters. Interest expense increased by
million in the year ended December 31, 2010 contptoehe year ended December 31, 2009 primarilytdueterest incurred from borrowin
on our prior credit facility that was entered imdvarch 2010,

Other income (expense), net

Other income (expense), net decreased by $0.6Gmili the year ended December 31, 2011 comparézt tpear ended December 31,
2010, and increased by $0.3 million in the yeareehdecember 31, 2010 compared to the year endeehiiexr 31, 2009, primarily due to
income from two therapeutic tax credits receivedrdp2010.

We expect to earn interest income at market ratesdportion to the marketable securities balameesnaintain. We generally hold such
investments until such time as we liquidate themmé®t an operating cash need. Interest paid omeestment portfolio may decrease and the
value of certain securities we hold may declineicivitould negatively affect our financial conditjarash flow and reported earnings.

Liquidity and Capital Resources

In recent years, our sources of capital have pilyneonsisted of public offerings and private plagents of equity securities, debt
instruments, United States government grants aofdarative agreements, and contribution from prodatgs, net of expenses and interest
income.
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At December 31, 2011, we had cash, cash equivadeatshort-term investments of $25.8 million. Qaslt equivalents and short-term
investments primarily consist of marketable delousiéies, which primarily include money market inshents and, to a lesser extent, United
States government agency securities, and arefidgsas available-for-sale.

Operating Activities

Net cash used in operating activities was $15.6anifor the year ended December 31, 2011 comp@r&d4.3 million during the year
ended December 31, 2010. The increase in net caghin operating activities was primarily due tames in our operating assets and
liabilities, primarily related to accounts receil@due to the timing of cash collections from oustomers.

Net cash used in operating activities was $14.8anifor the year ended December 31, 2010 compar&d 4.5 million during the year
ended December 31, 2009. The decrease in net sadhiruoperating activities was primarily due tgha@r revenues, improved gross margins
and lower operating expenses, offset by changearimperating assets and liabilities, notably iases in accounts receivable balances and
lower accrued expenses.

Investing Activities

Net cash provided by investing activities during ttear ended December 31, 2011 was $0.6 milliorpesed to $0.1 million net cash
used in investing activities during the year enBedember 31, 2010. The increase in investing adigts/ivas primarily due to purchasing less
furniture, equipment and leasehold improvementiduhe year ended December 31, 2011 as compatée fear ended December 31, 2010,
in which we incurred costs related to the constilisieand improvement of our facilities. This changgs offset by a decrease in our investr
activities during the year ended December 31, 2&x1the proceeds received from the maturities okagisting investments are generally
reinvested in money market funds with original misies of less than 90 days.

Net cash used in investing activities during tharnyended December 31, 2010 was $0.1 million conap@r&9.3 million of net cash
provided by investing activities during the yeaded December 31, 2009. The decrease in investingtes was primarily due to fewer
maturities of short-term investments and highecpases of furniture, equipment and leasehold imgr®nts during the year ended
December 31, 2010 compared to the year ended Dexe3tth2009. During 2010, we relocated our headgrsand capitalized leasehold
improvements associated with the leasehold buitd-ou

Financing Activities

Net cash provided by financing activities were dgrihe year ended December 31, 2011 was $11.@midbmpared to $26.0 million
during the year ended December 31, 2010. The dezinanet cash provided by financing activities wamarily due to lower cash proceeds
received from common stock offerings and the repaytof our prior debt associated with a growth @ facility agreement with Oxford,
which was issued in March 2010. Our common stoéérioigs during the year ended December 31, 20htagito sales of our common stock
pursuant to the Sales Agreement in which we sgidagmately 3.5 million shares of our common stfmkaggregate net proceeds of $9.7
million, of which $0.4 million was received in tfiest quarter of 2012. The repayment of our priebtiwas a result of using substantially all of
the proceeds we received from the Credit Agreenme8eptember 2011. In addition, we received $218aniduring the year ended
December 31, 2011, as we drew down on our revolMmiregof credit.

Cash provided by financing activities during thalyended December 31, 2010 was $26.0 million coetpar $12.2 million during the
year ended December 31, 2009. The increase inprasfded by financing activities was primarily dieehigher cash proceeds received fi
common stock offerings and proceeds from the issuahdebt during the year ended December 31, 2010.
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Working Capital

Working capital decreased to $18.6 million at DebenB1, 2011, from $22.1 million at December 311,®Qrimarily due to lower
balances in cash and investments, which were usealf operations, net increases in the combintad fior our accounts payable and accrued
liabilities balances as a result of the timing afments to our vendors, and increases in the dysmetion of our debt, as we entered into a new
credit facility. This was partially offset by in@ses in accounts receivable due to timing of ca#iations 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.

Working capital increased to $22.1 million at Dedem31, 2010, from $19.4 million at December 3102@rimarily due to higher cash,
cash equivalents and short-term investments, atmuats receivable. This was partially offset byrdases in inventory and increases in
warrant liabilities and the current portion of debt

Capital Requirements

Our near-term capital requirements are dependemfidous factors, including operating costs andkivay capital investments associated
with commercializing the INTERCEPT Blood Systemstsoassociated with pursuing regulatory approvgkeiographies where we do not
currently sell our platelet and plasma systemasaassociated with planning and conducting stualiekclinical development of our red blood
cell system, timing and magnitude of payments ugdants from the United States government, andsaesdted to creating, maintaining and
defending our intellectual property. Our long-tezapital requirements will also be dependent on aitipe developments, clinical
developments and regulatory factors. Until we dne o generate a sufficient amount of product mereeand generate positive net cash flows
from operations, meeting our long-term capital iegaents is in large part subject to access toipainld private equity and debt capital
markets, as well as to additional collaborativaagements with partners or government grants, aotpady cash generated from operations
and interest income earned on the investment otasin balances and short-term investments. Wevedlmat cash received from product sales
and government grants, our available cash balaamgsiccess to debt will be sufficient to meet @pital requirements for at least the next
twelve months. If our assumptions prove to be irexir we could consume our available capital resmsisooner than we currently expect.

We may borrow additional capital from institutiorsadld commercial banking sources to fund future ¢gnavutside of our credit agreem
with Comerica Bank, as described below, on terrasriay include restrictive covenants, which may pose of covenants that restrict the
operation of our business, liens on assets, hifgttdfe interest rates and repayment provisionsréduce cash resources and limit future
access to capital markets. To the extent we raldii@nal capital by issuing equity securities, stockholders may experience substantial
dilution. To the extent that we raise additionalda through collaboration or partnering arrangesiemé may be required to relinquish som
our rights to our technologies or rights to maked sell our products in certain geographies, antgicenses on terms that are not favorable to
us. The disruptions to the global credit and finalhmarkets and general economic uncertainty hasrgdly made equity and debt financing
more difficult to obtain and the terms less favéeab the companies seeking to raise financinga Assult of these and other factors, we do not
know whether additional capital will be availabléen needed, or that, if available, we will be a@blebtain additional capital on reasonable
terms. If we are unable to raise additional capitad to disruptions to the global credit and finahmarkets and general economic uncertainty
or other factors, we may need to curtail plannecelbgpment or commercialization activities.

Other Information

Historically, we have received significant awardgunding under cooperative agreements with the filhe INTERCEPT Blood
System. Any such funding is subject to the autlaidn of funds and approval of our research plangasious organizations within the federal
government, including the United States Congreke. T
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general economic environment, coupled with tighefal budgets, has led to a general decline imti@unt available for government funding.
We are unsure whether government funding will belakle to us in the future, or if available, atatlevels.

In June 2011, we entered into the Sales Agreemigint™LV that provides for the issuance and salsluires of our common stock over
the term of the Sales Agreement having an aggregfgeng price of up to $20.0 million from time tine through MLV as our sales agent.
Future issuances and sales of shares of commadnisgacs under the Sales Agreement are subjecetodhtinuing effectiveness of our shelf
registration statements on Forn83$hat we filed with the SEC in December 2011. Safeour common stock through MLV will be made be
Nasdag Global Market by means of ordinary brc’ transactions at market prices, in block transatgtior as otherwise agreed by us and MLV.
Subiject to the terms and conditions of the Salagément, MLV will use commercially reasonable ef§do sell our common stock from time
to time, based upon our instructions (including prige, time or size limits or other customary paegers or conditions we may impose). We
are not obligated to make any sales of common siader the Sales Agreement. The offering of shafesir common stock pursuant to the
Sales Agreement will terminate upon the earligfldptthe sale of all common stock subject to theSaélgreement and (2) termination of the
Sales Agreement. The Sales Agreement may be tetedig MLV or us at any time upon 10 days noticéheother party, or by MLV at any
time in certain circumstances, including our undéarg a material adverse change. We pay MLV an aggeecommission rate equal to 3% of
the gross proceeds of the sales price per shameyofommon stock sold through MLV under the SalgeeAment. During the year ended
December 31, 2011, approximately 3.5 million shafesur common stock were sold under the Sales é&gent for aggregate net proceeds of
$9.7 million. Subsequent to the year ended Dece®be2011 through the date of filing this Annualpi@g on Form 10-K, we sold
approximately 3.0 million of additional shares ofirtmon stock for aggregate net proceeds of apprdzlyn$9.1 million.

In December 2011, we filed a shelf registratiotiesteent on Form S-3 to offer and sell up to $150il6an of common stock, preferred
stock, warrants, and/or debt securities, less atsaoild under the Sales Agreement following theaifeness of the shelf registration
statement. The registration statement was deckffedtive in January 2012 and expires in Januafys20

Commitments and Off-Balance Sheet Arrangements
Off-balance sheet arrangements
We did not have any off-balance sheet arrangenanté December 31, 2011 or 2010.

Commitments
The following summarizes our commitments at Decen3de 2011

Less thar After 5
1-3 4-5

(in thousands) Total 1 year years years years
Minimum purchase requiremer $ 3,66¢ $ 3,561¢ $ 10C $ 50 $ 0
Operating lease 1,57¢ 70¢€ 86¢ 0 0
Other commitment 1,36¢ 367 29¢ 287 41¢
Debt 8,31¢ 677 6,061 1,58( 0
Total contractual obligatior $14,92’ $ 5,26¢ $7,32¢ $1,917 $41¢

Minimum purchase requirements

Our minimum purchase commitments include certammanents of our INTERCEPT Blood System which wechase from third party
manufacturers and supply to Fenwal at no costderim manufacturing finished disposable kits.
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Operating leases

We generally lease our office facilities and certaguipment under notancelable operating leases with initial termsxoess of one ye
that require us to pay operating costs, properggainsurance and maintenance. These facilitesegenerally contain renewal options and
provisions adjusting the lease payments if thoeewal options are exercised. Our lease paymentsinareased as we exercised a ten year
extension option on December 10, 2009 to extendettme of our Concord California lease. However,hage the right to early terminate the
Concord California lease, which may occur as easlyanuary 2015. Our facility leases qualify agatpeg leases under ASC Topic 840,
“Leases” and as such, are not included on our consolidatahbe sheets.

Other commitments

Our other commitments primarily consist of obligais for landlord financed leasehold improvementsctvare in addition to the
operating leases we have for office and laboraspgce. We pay for the financed leasehold improvésresha component of rent and are
required to reimburse our landlords over the reingitife 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 rerimgjrportion of the landlord financed
leasehold improvements at such time. At Decembg@11, we had an outstanding liability of $0.9limil related to these leasehold
improvements.

Debt

In September 2011, we entered into a Credit Agre¢mvgh Comerica. The Credit Agreement providesg@rowth capital loan of up to
$8.0 million, or Growth Capital Loan, and a formblased revolving line of credit, or RLOC, of up®.0 million plus any unused amounts
from the Growth Capital Loan. Under the Credit Agrent, we are limited to an aggregate borrowingpoto $10.0 million at any time. We
pledged all current and future assets, excludingrdellectual property and 35% of our investmenbur subsidiary, Cerus Europe B.V., as
security for borrowings under the Credit Agreement.

Concurrent with the execution of the Credit Agreama September 2011, we borrowed and issuedrilidn of the Growth Capital
Loan, or Growth Capital Loan A, substantially dkhich was used to repay our prior debt with Ogfowrith the remainder used for general
corporate purposes. Growth Capital Loan A, whictiures in 48 months, bears a fixed interest rag& 37%, with interest—only payments due
for the first twelve months, followed by equal grijpal and interest payments for the remaining 3@ tma

We may draw up to an additional $3.0 million of tReowth Capital Loan, or Growth Capital Loan B,weén December 31, 2011 and
June 30, 2012. Growth Capital Loan B will bean@di interest rate based on the higher of (i) 6.26%i) 6.00% plus the three month LIBOR
rate at the date of draw, with interest—only paytaelue for the first six months followed by equahpipal and interest payments for the
remaining 36 months. As of December 31, 2011, we mat drawn down any amounts under the Growtht@klppan B.

In September 2011, we paid a commitment fee of@@Mand loan fees of $50,000, which were recordeal discount to our Growth
Capital Loan A and are being amortized as a comptaofanterest expense using the effective intemgsthod over the term of the Growth
Capital Loan A (discount was based on an impli¢erast rate of 7.07%). We will also be requirednake a final payment fee of 1% of the
amounts drawn under Growth Capital Loan A and GnoBapital Loan B due on the earlier of (i) prepapt the Growth Capital Loan or
(i) the maturity of the Growth Capital Loan. Thadl payment fee will be accreted to interest esgemsing the effective interest method over
the life of the Growth Capital Loan A and B upomwar

The Credit Agreement also provides for a RLOC ofaf4.0 million plus any unused amounts from tliev@h Capital Loan B, or the
RLOC Loan Amount. The amount available under th®©RI_which is available to us until September 3@,20s limited to the lesser of
(i) 80% of eligible trade receivables or (ii) the ®C
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Loan Amount. In December 2011, we drew down $2 lianiunder the RLOC. The RLOC will bear a floatirege based on the lender’s prime
rate plus 1.50%, with interest—only payments dusghenonth. At December 31, 2011, the floating rdtdhe RLOC was at 4.75%. We will be
required to repay the principal drawn from the RL&GChe end of the RLOC term. In September 201linmgrred a commitment fee of
$20,000, and will pay the same commitment fee elt @mnual anniversary of the RLOC. As of Decemier2811, we have $2.3 million
outstanding under the RLOC.

We are required to maintain compliance with certaistomary and routine financial covenants undeiGredit Agreement. Throughout
the term of the Credit Agreement, we are also abdig to meet certain conditions which include rmadimihg a minimum cash balance of $2.5
million at Comerica and achieving minimum revenexels, which are measured monthly based on a sithteailing basis and must be at
least 75% of the pre-established future projecte@mues for the trailing six-month period. Non-cdiamxe with the covenants could result in
the principal of the note becoming due and payakdeof December 31, 2011, we were in compliancé Wit financial covenants as set forth
in the Credit Agreement.

Financial Instruments

We maintain an investment portfolio of various sé@@s, which are classified as available-for-sabel, consequently, are recorded on the
consolidated balance sheet at fair value with Uizedigains or losses reported as a separate ca@npohstockholdersquity. Our investmer
policy is to manage our marketable securities pbatfo preserve principal and liquidity while menizing the return on the investment
portfolio to assist us in funding our operationse did not have any unrealized gains at Decembe2@l1. Unrealized gains totaled $0.1
million at December 31, 2010.

We invest our cash, cash equivalents and shortiterestments in a variety of financial instrumenmtsnsisting primarily of high credit,
high liquidity United States government agency siéieg, money market funds and interest-bearingacts with financial institutions. Our
money market funds are classified as Level 1 irféirevalue hierarchy, in which quoted prices avaitable in active markets, as the maturit
money market funds are relatively short and theygag amount is a reasonable estimate of fair valug available-foisale securities related
United States government agencies and corporatesdetrities are classified as Level 2 in the ¥aiue hierarchy, which uses observable
inputs to quoted market prices, benchmark yielelsorted trades, broker/dealer quotes or alternativing sources with reasonable levels of
price transparency. We maintain portfolio liquidity ensuring that the securities have active semynal resale markets. Certain of the
investments in our portfolio are subject to genaratket risk and more specifically, the United &satnortgage industry and financial
institutions. We did not record any other-than-tenapy impairment losses during the years ended mbee 31, 2011, 2010 and 2009. The
current global economic crisis has had, and mayimmoa to have, a negative impact on the marketesbf the investments in our investment
portfolio. There can be no assurance that the n&fkethese securities will not deteriorate furtbethat the institutions that these investments
are with will be able to meet their debt obligadat the time we may need to liquidate such investsor until such time as the investments
mature.

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

Of our cash, cash equivalents, and siem investments balance of $25.8 million at Decendi, 2011, approximately 99% had origi
maturity dates of less than 90 days, and the ran@it? had original maturities more than one y#ée.do not believe our exposure to interest
rate risk to be material given the short-term ratfrour investment portfolio and the relativelgtfiyields in high credit, fixed-income
investments and the consistent yields we have &qmd and anticipate experiencing across our qmtf

Our exposure to market rate risk for changes ier@st rates relates primarily to our investmentfptio. We do not use derivative
financial instruments in our investment portfolRy policy, we place our investments
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with high quality debt security issuers, limit tamount of credit exposure to any one issuer and diaration by restricting the term for single
securities and for the portfolio as a whole. Owestments are held and managed by a third-pariyatapanagement adviser that in turn,
utilizes a combination of active market quotes ahe@re necessary, proprietary pricing models as age#l subscribed pricing service, in order
to estimate fair value.

We invest our cash, cash equivalents and shortiterestments in a variety of financial instrumentsnsisting primarily of high credit,
high liquidity money market instruments, United t8tagovernment agency securities, and interestAgeaccounts with financial institutions.
We maintain portfolio liquidity by ensuring thatetlsecurities have active secondary or resale ngrRettain of the investments in our
portfolio are subject to general market risk anda tesser extent, the United States mortgage indWhile we believe that we will be able to
recognize the fair value of these instruments wheg mature or we sell them, there can be no asserthat the markets for these securities
will not deteriorate further or that the institut®that these investments are with will be ablméet their debt obligations.

We account for our short-term investments in acaonce with ASC Topic 320Accounting for Certain Investments in Debt and Egu
Securities.”All our cash, cash equivalents and short-term itmeats are recorded as current assets on our adeisal balance sheets as they
are classified as available-for-sale. Securitieh wiiginal maturities of less than 90 days froma plurchase date are classified as cash
equivalents. The table below presents the amoungtsv@ighted interest rates of our cash, cash elguitsaand marketable securities at
December 31, 2011:

Weighted

Average

Interest
(in thousands, except percentage Fair Value Rate
Cash and cash equivalents— 90 days®) $25,49° 0.17%
Shor-term investments (91 da- 1 year®) 0 0.0(%
Shor-term investments (1 ye— 3 years®) 0 0.0(%
Shor-term investments (3 yea- 5 years®) 287 5.0(%
Total cash, cash equivalents and s-term investment $25,78¢ 0.22%

(1) Based on original contractual maturity d

Foreign Currency Risk

Our international operations are subject to rigiécal of an international business, including, aguother factors: differing political,
economic, and regulatory climates, different tanaures, and foreign exchange volatility. We doawrently enter into any hedging contracts
to normalize the impact of foreign exchange flutituas. As a result, our future results could bearially impacted by changes in these or ¢
factors.

Product sales for our blood safety products ardgrenantly made in Europe and generally are inwbicecustomers in Euros. In
addition, we incur operating expenses, includingnpent for finished goods inventory of disposabls kbr the platelet and plasma systems.
These inventory purchases and operating expensegeaerally paid in Euros and, to a much lesseregegther foreign currencies. Our
exposure to foreign exchange rate volatility igraat result of our product sales, cash collectiod expenses to support our international
operations. Foreign exchange rate fluctuationsewerded as a component of non-operating expeesenmour consolidated statements of
operations. Significant fluctuations in the voldfilof foreign currencies relative to the Uniteatgs dollar may materially impact our results of
operations. A 10% change in foreign currency exgbaates for our accounts receivable, accountsifi@aypad accrued liabilities that are
denominated in foreign currencies at December @11 2vould have negatively impacted our annual fonrresults by $0.1 million. Currently
we do not have any near-term plans to enter iritoraal hedging program to mitigate the effectsarefgn currency volatility.
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ltem 8. Financial Statements and Supplementary De

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

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

Iltem 9A. Controls and Procedure

Evaluation of Disclosure Controls and Procedur@sir chief executive officer and chief accountinfjogfr are responsible for
establishing and maintaining “disclosure contraild procedures” (as defined in Rule 13a-15(e) arlé Rbd-15(e), promulgated under the
Securities Exchange Act of 1934, as amended) focompany. Based on their evaluation of our disglesontrols and procedures as of
December 31, 2011, our chief executive officer elmef accounting officer have concluded that oscltisure controls and procedures were
effective.

Changes in Internal Control over Financial Repogiuring the last quarter of our fiscal year endeddeber 31, 2011, there were no
changes in our internal control over financial nejpg during the period covered by this report thate materially affected, or are reasonably
likely to materially affect, our internal controber 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 inhereiitaiions in all control systems, no evaluation
of controls can provide absolute assurance thaballrol issues, if any, within a company have baetected. Our disclosure controls and
procedures are designed to provide reasonableassuof achieving their objectives, and the chxefcative officer and chief accounting
officer have concluded that these controls andemores are effective at the “reasonable assurdecel’

Management’s Report on Internal Control over Finah&eporting.Managemens assessment of the effectiveness of our inteordtal
over financial reporting as of December 31, 208 Hiscussed in the Management's Report on Int&patrol over Financial Reporting
included on page 58.

Attestation Report of Independent Registered Pudimounting FirmErnst & Young LLP, independent registered publiccamting firm
has issued an audit report on our internal comtvel financial reporting, which report is includewd page 59.

Iltem 9B.  Other Information
None.
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PART IlI

Certain information required by Part Il is omittdm this Annual Report on Form 10-K since we ittt¢o file our definitive proxy
statement for our 2012 annual meeting of stockhie|d® the Proxy Statement, pursuant to Reguldtéh of the Securities Exchange Act of
1934, as amended, not later than 120 days afterttief the fiscal year covered by this Annual Repa Form 10-K, and certain information
to be included in the proxy statement is incorpetdierein by reference.

Item 10.  Directors, Executive Officers and Corporate Goverre

Information required by this item regarding exeesitbfficers, directors and nominees for directorsluding information with respect to
our audit committee and audit committee financigdest, and the compliance of certain reporting @esswith 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 apfiall of our officers, directors
and employees. The Ethics Code is available omeibisite at www.cerus.com on the “Corporate Goveraapage of the section entitled
“Investors.” If we make any substantive amendménmtie Ethics Code or grant any waiver from a piavi of the Ethics Code to any
executive officer or director, we intend to promyalisclose the nature of the amendment or waivee@sired by applicable laws. To satisfy
disclosure requirements, we may post any waivems amendments to the Ethics Code on our websiteurof filing such waivers or
amendments on a Form 8-K.

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

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

Item 12.  Security Ownership of Certain Beneficial Owners afnagement and Related Stockholder Matt:
The information required by this item is incorp@éherein by reference to our Proxy Statement.

Item 13.  Certain Relationships and Related Transactions, aDatector Independenci
The information required by this item is incorp@éherein by reference to our Proxy Statement.

Item 14.  Principal Accountant Fees and Servici
The information required by this item is incorp@d@herein by reference to our Proxy Statement.
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Item 15.

PART IV

Exhibits and Financial Statement Schedul

The following documents are being filed as parthig Annual Report on Form 10-K:

(@) Financial Statement.

Page
Management’s Report on Internal Control Over FinariReporting 58
Reports of Ernst & Young LLP, Independent Registé?eblic Accounting Firn 59
Consolidated Balance Sheets as of December 31,&01.201( 61
Consolidated Statements of Operations for the theees ended December 31, 2( 62
Consolidated Statements of Stockhol’ Equity for the three years ended December 31, 63
Consolidated Statements of Cash Flows for the theees ended December 31, 2( 64
Notes to Consolidated Financial Stateme 65

Other information is omitted because it is eithexsented elsewhere, is inapplicable or is immdtasaefined in the instructions.

(b)

Exhibit
Number

2.1(25)

3.1(5)
3.2(24)
3.3(12)
4.1(1)
4.2(19)

4.3(21)

4.4(20)
4.5(26)

10.1(10)

10.2(10)
10.3(15)

10.4(15)

Exhibits.

Description of Exhibit

Asset Purchase and Redemption Agreement by ancebet@erus Corporation and BioOne Corporation, dasenf
August 24, 201C

Amended and Restated Certificate of Incorporatio@erus Corporatio

Certificate of Amendment to the Amended and Redt&ertificate of Incorporation of Cerus Corporati
Amended and Restated Bylaws of Cerus Corpora

Specimen Stock Certificat

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

Amendment to Rights Agreement, dated as of OctaBeR009, between Cerus Corporation and Wells FBegik, N.A.
(which includes the form of Rights Certificate ashibit B thereto).

Form of 2009 Warrant to Purchase Common St
Form of 2010 Warrant to Purchase Common St
Supply and/or Manufacturing Agreemen

Supply Agreement, dated December 19, 2007, by atwiden Cerus Corporation and Brotech Corporatibfad?urolite
Company.

Supply and Manufacturing Agreement, dated Marc®0D8, by and between Cerus Corporation and PoregdCation.

Amended and Restated Manufacturing and Supply Ageeé dated December 12, 2008, by and between Cerus
Corporation and Fenwal, In

Manufacturing and Supply Agreement, dated Septer@d®e2008, by and between Cerus Corporation and AOV
Biomedical Corporatior
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Exhibit
Number

10.5(32)1

10.6(27)t
10.7(28)

10.8(32)1

10.9(6)
10.10(13)

10.11(22)

10.12(9)*
10.13(14Y
10.14(29)
10.15(23)
10.16(14Y
10.17(19)
10.18*
10.19*
10.20*
10.21*
10.22*

10.23(1)*
10.24(1)*
10.25(1)*
10.26(1)*

Description of Exhibit

Amended and Restated Supply Agreement, dated @spiémber 1, 2011, between Cerus Corporation ahdsres/en:
Inc.

Loan and Security Agreemet

Loan and Security Agreement, by and between Ceougdation and Oxford Finance Corporation, dateddd&1,
2010.

First Amendment to Loan and Security Agreementaihg between Cerus Corporation and Oxford FinanepdZation
dated March 3, 201:

Loan and Security Agreement, dated as of SepteBhe2011, by and between Cerus Corporation and @ocanBank.
Real Estate Lease Agreemet

Standard Industrial/Commercial Sin-Tenant Leas-Net, dated October 12, 2001 between Cerus Corporatid
California Development, In

Second Amendment to Standard Industrial/CommeSiiaile-Tenant Lease-Net, dated as of Septembet0DB
between Cerus Corporation and California Develognian.

Letter to California Development, Inc. exercisingtion to extend the lease term from the Second Almamt to
Standard Industrial/Commercial Single-Tenant Ledse-dated as of September 18, 2008 between Cenyfation
and California Development, In

Employment Agreements or Offer Lette

Offer Letter to Gail Schulze, dated October 15,72(

Amended and Restated Employment Agreement withsGBassell, dated December 19, 2(
Employment Letter, by and between Cerus corporatimhWilliam M. Greenman, dated May 12, 20
Employment Letter, by and between Cerus CorporatihLaurence Corash, dated March 2, 2
Amended and Restated Employment Agreement with tb¥a Ervin, dated December 22, 20
Employment Letter for Kevin D. Green dated May 002.

Employment Agreement for Caspar Hogeboom dated iM&r@006

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 Hogebalated December 18, 20(

Home Telephone and Internet Expenses Letter fop&ddogeboom dated January 11, 2(

Stock Plans and Related Forn

1996 Equity Incentive Plal

Form of Incentive Stock Option Agreement undertB86 Equity Incentive Plal

Form of Nonstatutory Stock Option Agreement unéier2996 Equity Incentive Pla

1996 Employee Stock Purchase P
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Exhibit
Number

10.27(3)*
10.28(4)*
10.29(7)*
10.30(11)
10.31(31)
10.32(16)

10.33(23)
10.34(16)
10.35(18)
10.36 *
10.37 *

10.38(30)
10.39(33)

10.40 (1)
10.41(17)
10.42(20)
10.43 (2)

10.44(22)
10.45(22)
10.46(8)t

12.1
211
23.1
24.1
311

31.2

32.1 (35)

Description of Exhibit

1998 Noi-Officer Stock Option Plar

1999 Equity Incentive Plan, adopted April 30, 1988proved by stockholders July 2, 19
1999 Nol-Employee Directol Stock Option Su-Plan, amended December 4, 20

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

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

Form of Restricted Stock Unit Agreement under tB89Equity Incentive Plan, as amend
Other Compensatory Plans or Agreemel

Bonus Plan for Senior Management of Cerus Corpmratis amended March 3, 20
Cerus Corporation Change of Control Severance BdPlkaih, as amende

Form of Severance Benefits Agreeme

2011 and 2012 Executive Officer Compensation Areangnts

Non-Employee Director Compensation Poli

Other Material Agreement

At-The-Market-Issuance Sales Agreement, dated June 3, 2011 doyeaween Cerus Corporation and MLV & Co. LL

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

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

Series B Preferred Stock Purchase Agreement, dateflJune 30, 1998, by and between Cerus Corporatid Baxter
Healthcare Corporatiol

Restructuring Agreement, dated as of February @520y and among Cerus Corporation, Baxter Heal¢h8aA. and
Baxter Healthcare Corporatic

License Agreement, dated as of February 2, 2008nbyamong Cerus Corporation, Baxter Healthcare &4 Baxte
Healthcare Corporatiol

Commercialization Transition Agreement, dated aBeaifruary12, 2006, by and among Cerus Corporation, B
Healthcare S.A. and Baxter Healthcare Corpora

Computation of Earnings to Fixed Char

List of Registrar’s subsidiaries

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

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

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

Certification of the Principal Executive Officeré@Rrincipal Financial Officer pursuant to Sectid@6®f the Sarban-
Oxley Act of 2002
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Exhibit
Number Description of Exhibit

101.INS(34) XBRL Instance Documer
101.SCH(34 XBRL Taxonomy Extension Schema Docum
101.CAL(34) XBRL Taxonomy Extension Calculation Linkbase Docuntr

*

(1)
(@)
(3)
©
(6)
(7)
(8)
(9)
(10)
(11
(12)
(13)
(14)
(15)
(16)
(17)
(18)

(19)

101.DEF(34; XBRL Taxonomy Extension Definition Linkbase Docunh
101.LAB(34) XBRL Taxonomy Extension Label Linkbase Docum
101.PRE(34 XBRL Taxonomy Extension Presentation Linkbase Doent
mn portions of this exhibits are subject wafidential treatment orde

Compensatory Plai

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

Incorporated by reference to the l-described exhibit to the Registr's Current Report on Forn-K, filed with the SEC on July 2!
1998.

Incorporated by reference to the -described exhibit to the Registr’s Registration Statement on For-8, dated March 24, 199
Incorporated by reference to the l-described exhibit to the Registr's Registration Statement on For-8, dated August 4, 199
Incorporated by reference to the like-describedl@ito the Registrant’s Registration Statementonm 8-K, dated November 12,
1999.

Incorporated by reference to the -described exhibit to the Registr's Annual Report on Form -K, for the year ended December
2001.

Incorporated by reference to the -described exhibit to the Registr’'s Quarterly Report on Form -Q, for the quarter ende

March 31, 2003

Incorporated by reference to the like-describedlEto the Registrant’s Quarterly Report on ForeRQ, for the quarter ended
March 31, 2006

Incorporated by reference to the like-describedl@to the Registrant’s Annual Report on FormKOfor the year ended December
2007.

Incorporated by reference to the -described exhibit to the Registr’'s Quarterly Report on Form -Q, for the quarter ende

March 31, 2008

Incorporated by reference to the l-described exhibit to the Registr's Current Report on Forn-K, filed with the SEC on June
2008.

Incorporated by reference to the like-describedhsito the Registrant’s Current Report on Form gfiled with the SEC on June 19,
2008.

Incorporated by reference to the like-describedl@to the Registrant’s Quarterly Report on ForeRQ, for the quarter ended
September 30, 200

Incorporated by reference to the -described exhibit to the Registr's Current Report on Forn-K, filed with the SEC ot
December 23, 200!

Incorporated by reference to the like-describedlEto the Registrant’s Annual Report on FormKOfor the year ended December
2008.

Incorporated by reference to the like-describedl@to the Registrant’s Quarterly Report on ForeRQ, for the quarter ended
March 31, 2009

Incorporated by reference to the l-described exhibit to the Registr's Current Report on Forn-K, filed with the SEC on April 3C
20009.

Incorporated by reference to the -described exhibit to the Registr’'s Current Report on Forn-K, filed with the SEC on June
20009.

Incorporated by reference to the like-describedhsto the Registrant’s Quarterly Report on ForéaQ, for the quarter ended June 30,
20009.
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(20) Incorporated by reference to the -described exhibit to the Registr’'s Current Report on Forn-K, filed with the SEC on August 2

(21) I2noc%gr.porated by reference to the like-describedtexto the Registrant’s Current Report on For{ &iled with the SEC on October
(22) I2n0c%grborated by reference to the like-describedl@ito the Registrant’s Annual Report on FormHKOfor the year ended December
(23) Izncz:%grborated by reference to the l-described exhibit to the Registr's Current Report on Forn-K, filed with the SEC on March ¢
(24) I2noclo?.porated by reference to the l-described exhibit to the Registr’s Quarterly Report on Form -Q, for the quarter ended June
(25) ing:}zrborated by reference to the like-describedl@ito the Registrant’s Current Report on Form gfiled with the SEC on August 30,

(26) Incorporated by reference to the like-describedl@to the Registrant’s Current Report on Form gfiled with the SEC on
November 12, 201(

(27) Incorporated by reference to the -described exhibit to the Registr’'s Annual Report on Form -K, for the year ended December
2010.

(28) Incorporated by reference to the I-described exhibit to the Registr’s Quarterly Report on Form -Q, for the quarter ende
March 31, 2011

(29) Incorporated by reference to the like-describedl@to the Registrant’s Current Report on Form gfiled with the SEC on May 18,
2011.

(30) Incorporated by reference to the -described exhibit to the Registr’'s Current Report on Forn-K, filed with the SEC on June
2011.

(31) Incorporated by reference to the -described exhibit to Amendment No. 1 to the Regi¥’'s Quarterly Report on Form -Q/A, for the
guarter ended June 30, 20

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

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

(34) Furnished herewith. Pursuant to applicable seegrliws and regulations, the Registrant is deembdye complied with the reportii
obligation relating to the submission of interaetlata files in such exhibits and is not subjediatality under any anti-fraud provisions
of the federal securities laws as long as the Regishas made a good faith attempt to comply tighsubmission requirements and
promptly amends the interactive data files afteopeing aware that the interactive data files falsomply with the submission
requirements. These interactive data files are édemot filed or part of a registration statemenprspectus for purposes of Section
or 12 of the Securities Act of 1933, as amendesidaemed not filed for purposes of Section 18 efSkcurities Exchange Act of 1934,
as amended, and otherwise are not subject toitiabitder these section

(35) This certification accompanies the Form 10-K toethit 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 19&3amended, or the Securities
Exchange Act of 1934, as amended (whether madeeefafter the date of the Form 10-K), irrespexti¥ any general incorporation
language contained in such filir
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MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANC |AL REPORTING

Management is responsible for establishing and taigimg effective internal control over the Companfinancial reporting as defined
Rules 13a-15(f) and 15d-15(f) under the Securlieshange Act of 1934, as amended. Management asstneseffectiveness of the
Company'’s internal control over financial reportig of December 31, 2011. In making this assessmeamagement used the criteria set forth
by the Committee of Sponsoring Organizations oftteadway Commission (“COSQO”) internal Control—Integrated FrameworlBased on
this assessment, management has concluded tiedtDasember 31, 2011, the Company’s internal cowiver financial reporting is effective.

The Company’s independent registered public acaogifirm, Ernst & Young LLP, has audited the effeehess of internal control over
financial reporting as of December 31, 2011. Eamst Young LLP’s attestation report on internal cohtver financial reporting is included
herein.

The Company’s internal control system was desidogutovide reasonable assurance to the Companyiagement and Board of
Directors regarding the preparation and fair presgém of published financial statements. All imt&k control systems, no matter how well
designed, have inherent limitations. Thereforenebhese systems determined to be effective canigeanly reasonable assurance with res
to financial statement preparation and presentafionordingly, our internal control systems areigesd to provide reasonable, not absolute,
assurance that the objectives of our internal cbsirstems are met and, as set forth above, oncipel executive officer and principal
financial officer have concluded, based on thealeation as of the end of the period covered by Atminual Report on Form 10-K, that our
internal control over financial reporting was effee. To provide reasonable assurance regardingetfebility of financial reporting and the
preparation of financial statements for externpbréng purposes in accordance with generally aweekpccounting principles, we continue to
implement, improve and refine our disclosure cdatamd procedures and our internal control overfaial reporting.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors and Stockholders of Cerugp@Gation

We have audited Cerus Corporation’s internal camiver financial reporting as of December 31, 20ddsed on criteria established in
Internal Control—Integrated Framework issued byGloenmittee of Sponsoring Organizations of the TweadCommission (the COSO
criteria). Cerus Corporatiog’'management is responsible for maintaining effedtiternal control over financial reporting and ifitc assessme
of the effectiveness of internal control over finah 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 controlrdwencial reporting based on our audit.

We conducted our audit in accordance with the stedgdof the Public Company Accounting Oversightq&@nited States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whetheatigifenternal control over financial
reporting was maintained in all material respe®@tsr audit included obtaining an understanding tdrimal control over financial reporting,
assessing the risk that a material weakness etésting and evaluating the design and operatifeg®@feness of internal control based on the
assessed risk, and performing such other procedsreg considered necessary in the circumstanceseliéve that our audit provides a
reasonable basis for our opinion.

A company’s internal control over financial repogiis a process designed to provide reasonableaagsuregarding 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 repogiincludes those policies and procedures thagi€ithin to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseofompany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@awith generally accepted accounting
principles, and that receipts and expendituree®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely deteafainauthorized acquisition, use, or
disposition of the company’s assets that could lrareterial effect on the financial statements.

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

In our opinion, Cerus Corporation maintained, imaterial respects, effective internal control ofieancial reporting as of
December 31, 2011, based on the COSO criteria.

We also have audited, in accordance with the stdsdz the Public Company Accounting Oversight Bo@snited States), the
consolidated balance sheets of Cerus Corporatiofh Becember 31, 2011, and 2010, and the relatedatiolated statements of operations,
stockholders’ equity, and cash flows for each efttiree years in the period ended December 31, 20ttlour report dated March 5, 2012,
expressed an unqualified opinion thereon.

/s ERNST & YOUNG LLF
San Jose, California
March 5, 2012
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors and Stockholders of Cerugp@Gation

We have audited the accompanying consolidated balgineets of Cerus Corporation as of December@®1l,,2ind 2010, and the related
consolidated statements of operations, stockhdldgrsty and cash flows for each of the three yé&atbe period ended December 31, 2011.
These financial statements are the responsibititiedo Company’s management. Our responsibilitp isxXpress an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamliogUnited States). Those
standards require that we plan and perform thet &mdbtain reasonable assurance about whethdinthecial statements are free of material
misstatement. An audit includes examining, on aliasis, evidence supporting the amounts and digids in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managemeniglhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referr@dlbove present fairly, in all material respedis,¢onsolidated financial position of Ce
Corporation at December 31, 2011, and 2010, anddhsolidated results of its operations and itk ¢ksvs for each of the three years in the
period ended December 31, 2011, in conformity Witlited States generally accepted accounting ptiesip

We have also audited, in accordance with the stasdz the Public Company Accounting Oversight Bo@nited States), Cerus
Corporation’s internal control over financial refing as of December 31, 2011, based on critergbéshed in Internal Control — Integrated
Framework issued by the Committee of Sponsoringa@imation of the Treadway Commission and our regatéd March 5, 2012 expressec
unqualified opinion thereon.

/s ERNST & YOUNG LLF
San Jose, California
March 5, 2012
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CERUS CORPORATION

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

December 31,
2011 2010
ASSETS
Current assett
Cash and cash equivale $ 25,497 $ 28,94¢
Shor-term investment 287 1,061
Accounts receivable, net of allowance of $5 and &ecember 31, 2011 and 2010, respecti 6,09¢ 4,792
Inventories 6,444 5,95
Prepaid expenst 81C 681
Other current asse 605 31€
Total current asse 39,73¢ 41,75¢
Non-current asset:
Property and equipment, r 2,032 2,39(
Goodwill 1,31¢ 1,31¢
Intangible assets, n 1,74¢ 1,95(
Restricted cas 308 30t
Other asset 22¢ 451
Total asset $ 45,36 $ 48,16"
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 4,68( $ 3,23(
Accrued liabilities 5,82t 6,00:
Deferred revenu 111 24¢
Deb—current 2,51¢ 1,745
Capital lease obligatio—current 0 10
Warrant liability 7,97¢ 8,46¢
Total current liabilities 21,11 19,70:
Non-current liabilities:
Deb—nor-current 4,69 3,131
Capital lease obligatio—nor-current 0 6
Other nor-current liabilities 1,24: 1,59¢
Total liabilities 27,05¢ 24,43¢
Commitments and contingenci
Stockholder equity:
Preferred stock, $0.001 par value 5,000 share®dndl, issuable in series; 3 shares issuec
outstanding at both December 31, 2011 and 201Geggte liquidation preference of $9,496 at
December 31, 2011 and 20 9,49¢ 9,49¢
Common stock, $0.001 par value 112,500 shares @zslalo 51,211 and 47,329 shares issued
outstanding at December 31, 2011 and 2010, respéc 51 47
Additional paic-in capital 452,70: 441,03¢
Accumulated other comprehensive inca 0 10¢
Accumulated defici (443,93") (426,957)
Total stockholdel equity 18,31 23,73:
Total liabilities and stockholde’ equity $ 45,367 $ 48,167

See accompanying Notes to Consolidated Financié®ients.
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CERUS CORPORATION

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

Revenue
Product revenu
Government grants and cooperative agreen
Total revenu
Cost of product revent
Gross profil
Operating expenses (gain
Research and developm
Selling, general and administrati
Amortization of intangible asse
Acquisition related costs and impairment of |-term investments in related parties,
Settlement gail
Restructuring charge
Total operating expens
Loss from operation
Non-operating expense, ni
Gain from revaluation of warrant liabili
Foreign exchange lo:
Interest expens
Other income (expense), r
Total nor-operating expense, n
Net loss

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

Years Ended December 31,

2011 2010 2009
$30,60: $21,67°  $16,75;
2,44: 1,43: 1,231
33,04« 23,10¢ 17,98:
18,53 12,04¢ 12,58(
14,50¢ 11,06: 5,40:
7,17¢ 5,19t 6,37:
23,05: 21,57 21,86
202 67 0

0 182 1,53¢
0 0 (1,38])

0 0 841
30,43: 27,02 29,23
(15,92 (15,959  (23,83)
48€ 39 63
(529) (81€) (611)
(964) (68¢) (10)
(51) 51z 25€
(1,05¢) (959) (302)
$(16,98)  $(16,91)  $(24,13))
$ (039 $ (042 $ (0.69
$ (035 $ (0429 $ (0.69
48,05( 40,30( 34,75(
48,05( 40,30( 34,75(

See accompanying Notes to Consolidated Financié®ients.
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Balance at December 31, 2008

Components of comprehensive lo

Net loss

Net change in unrealized loss
investment:

Comprehensive los

Issuance of common stock from
public offering, net of expenses of
$3,865

Issuance of common stock from
exercise of stock options and
purchases from ESF

Stoclk-based compensatic

Balance at December 31, 2C

Components of comprehensive lo

Net loss

Net change in unrealized gain
investment:

Comprehensive los

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

Issuance of common stock from
exercise of stock options and
purchases from ESF

Stock-based compensatic

Balance at December 31, 20

Components of comprehensive lo

Net loss

Net change in unrealized loss
investment:

Comprehensive los

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

Issuance of common stock from
exercise of stock options and
purchases from ESF

Stoclk-based compensatic

Balance at December 31, 2C

Preferred Stock

CERUS CORPORATION
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

(in thousands)

Common Stock

Additional

Accumulated
Other
Comprehensive

Accumulated

Total
Stockholders’

Paid-in
Shares Amount Shares Amount Calpit:';\I Income Deficit Equity

3 $9,49¢ 32,54« $ 33 $410,44: $ 212 $(385,90) $ 34,27¢
0 0 0 0 0 0 (24,13Y) (24,13Y
0 0 0 0 0 (154) 0 (154

(24,289
0 0 6,00( 6 9,32¢ 0 0 9,33¢
0 0 134 0 78 0 0 78
0 0 0 0 2,04¢ 0 0 2,04¢
3 9,49¢ 38,67¢ 39 421,89 58 (410,047 21,44¢
0 0 0 0 0 0 (16,917 (16,917
0 0 0 0 0 50 0 5C

(16,867
0 0 8,30¢ 8 16,94( 0 0 16,94¢
0 0 34¢% 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 (16,987 (16,987
0 0 0 0 0 (10€) 0 (10¢)

(17,090
0 0 3,701 4 9,67¢ 0 0 9,67¢
0 0 181 0 143 0 0 143
0 0 0 0 1,85( 0 0 1,85(
& $9,49¢ 51,21 $ 51 $452,70: $ 0 $(443,93) $ 18,31

See accompanying Notes to Consolidated Financié®ients.
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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
Gain from revaluation of warrant liabili
Loss (gain) on sale of fixed ass
Impairment of lon-term investment in related pal
Gain from operating settleme
Gain on no-controlling equity interes
Non-cash interest expen
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 leaseholdawgments
Sales (purchases) of certain other as
Purchases of investmer
Sales of investmen
Maturities of investment
Net cash provided by (used in) investing activi
Financing activities
Net proceeds from equity incentive ple
Net proceeds from public offerir
Proceeds from landlord provided leasehold incest
Proceeds from revolving line of cre:
Proceeds from debt, net of disco
Payments on debt and landlord provided leasehaokehiives
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
Common stock issued in connection with the acqarsivf certain assets of BioOi
Cash paid for intere:

Years Ended December 31,

2011 2010 2009
$(16,98)  $(16,917)  $(24,13%)
922 852 86¢€
1,85( 1,82¢ 2,04¢
(48€) (39) (63)
(114) 46 102
0 0 2,34(
0 0 (1,38))
0 (315) 0
5 152 0
(1,309 (1,167) 69€
(487) 2,02( 3,40:
(13) 99 97
1,45( (1,199 102
0 (119) 117
(336) 56¢ 1,36¢
(137) (97) (100)
(15,63) (14,269  (14,54)
(15€) (1,697) (191)
55 (11) 37
0 0 (49¢
0 88 49¢
66€ 1,54¢ 9,477
562 (70) 9,32:
142 37¢ 78
9,27: 19,29: 12,13
0 1,561 0
2,30( 0 0
4,91( 4,811 0
(5,009) (34) (5)
11,61¢ 25,99¢ 12,20¢
(3,45]) 11,66 6,98¢
28,94¢ 17,28; 10,30:
$2549] $28094f  $17,28"
$ 0 $ 342% % 0
$ 1,02« $ 60C % 4

See accompanying Notes to Consolidated Financiaé®ients.
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Note 1. Nature of Operations and Basis of Preseniah

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

The Company sells its INTERCEPT platelet and plasyséems in Europe, the Commonwealth of Indepeng@ites (“CIS”) countries,
the Middle East and selected countries in otheibrexgaround the world. The Company conducts sigguifi research, development, testing and
regulatory compliance activities on its productdidates that, together with anticipated sellingyegal, and administrative expenses, are
expected to result in substantial additional losaed the Company may need to adjust its operalags and programs based on the availal
of cash resources. The Company'’s ability to achépeofitable level of operations will depend oraessfully completing development,
obtaining additional regulatory approvals and aghig widespread market acceptance of its proddétsere can be no assurance that the
Company will ever achieve a profitable level of igi@ns.

Note 2. Summary of Significant Accounting Policies
Principles of Consolidation

The accompanying consolidated financial statemiatade those of Cerus Corporation and its subsidi@erus Europe B.V.
(collectively hereinafter “Cerus” or the “Companyfter elimination of all intercompany accounts érahsactions. These consolidated
financial statements have been prepared in accoedaith accounting principles generally acceptethéUnited States of America (“GAAP”)
and pursuant to the rules and regulations of tleei8ees and Exchange Commission (“SEC”).

Use of Estimates

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

Revenue

The Company recognizes revenue in accordance v8th BAopic 605-25'Revenue Recognition—Arrangements with Multiple
Deliverables” as applicable. Revenue is recognized when (i) psige evidence of an agreement with the fundingypeadists; (ii) services
have been rendered or product has been delivaiiggricing is fixed or determinable; and (iv) ¢ettion is probable. The Company’s main
sources of revenues for the years ended Decemb@031, 2010 and 2009 were product revenue froessaithe INTERCEPT Blood System
for platelets and plasma (“platelet and plasmaesyst) and United States government grants and award

Revenue related to product sales is generally rézed when the Company fulfills its obligations &ach element of an agreement. For
all sales of our INTERCEPT Blood System produdts, Company uses a binding purchase order and sgghes contract as evidence of a
written agreement. The Company sells its plateidt a
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plasma systems directly to blood banks, hospitediersities, government agencies, as well asstildutors in certain regions. Generally, the
Company’s contracts with its customers do not gteor open return rights, except within a reastméime after receipt of goods in the case
of defective or non-conforming product. Deliverabénd the units of accounting vary according toptiteevisions of each purchase order or
sales contract. For revenue arrangements with pieiklements, the Company evaluates whether tivededl elements have stand-alone value
to the customer. Effective January 1, 2011, the @y adopted the revised guidance in Accountingdstad Update (“ASU”) No. 2009-13,
which was issued by the Financial Accounting Stassi®oard (“FASB,”) in October 2009 related to neue recognition in accordance with
the Accounting Standards Codification (“ASC”) Tofig5-25,"Revenue Recognition—Arrangements with Multiplei@ghbbles,”on a
prospective basis for applicable transactions oaiting or materially modified after December 311@0Under the revised guidance, compa
must assess whether or not revenue arrangemehtsnwuitiple deliverables exist under the revisedigace, how the deliverables should be
separated and how the consideration should beaddlddo the elements. Prior to adoption of ASU 2009-13, consideration received was
allocated to elements that were identified as digcunits of accounting based on the relativevigiue method. Beginning January 1, 2011,
upon the adoption of ASU No. 2009-13, consideratemeived is allocated to elements that are idedt#s discrete units of accounting based
on the best estimated selling price. The Compasydetermined that vendor specific objective evidesmot discernable due to the
Company'’s limited history of selling its productsdavariability in its pricing. Since the Companysducts are novel and unique and are not
sold by others, third-party evidence of sellingcpris unavailable. The adoption of the revised giig did not have a material impact on the
Company’s consolidated results of operations ferthar ended December 31, 2011 nor is it curremtiicipated to have a material impact on
future periods.

At December 31, 2011 and 2010, the Company hadlidn and $0.2 million, respectively, of shogrin deferred revenue on its
consolidated balance sheets related to future pedioce obligations. Freight costs charged to custsrare recorded as a component of
revenue under ASC Topic 60 ccounting for Shipping and Handling Fees and GdsValue-added-taxes (“VAT”) that the Company
invoices to its customers and remits to governmemesrecorded on a net basis, which excludes ¢Adhfrom product revenue.

Revenue related to the cost reimbursement prowdsioder development contracts is recognized asais on the projects are incurred.
The Company receives certain United States govemhgrants and contracts that support researchfineteresearch projects. These grants
generally provide for reimbursement of approvedsagurred as defined in the various grants.

Research and Development Expenses

The Company receives certain United States govenhgrants that support the Company’s efforts irireif research projects. These
grants generally provide for reimbursement of appdocosts incurred as defined in the various grd&tggenue associated with these grants is
recognized as costs under each grant are incurredldition, in accordance with ASC Topic 738¢counting for Research and Development
Expense” research and development expenses are chargeddnsexwhen incurred. Research and development sepérclude salaries and
related expenses for scientific personnel, paynmentensultants, supplies and chemicals used hoirse laboratories, costs of research and
development facilities, depreciation of equipmemd axternal contract research expenses, includinigal trials, preclinical safety studies,
other laboratory studies, process development apdlpt manufacturing for research use.

The Company'’s use of estimates in recording accliabdities for research and development actigitidescribed previously in this Note
under the heading “Use of Estimates”) affects tmewnts of research and

66



Table of Contents

CERUS CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
December 31, 2011

development expenses recorded and revenue recibatiedlevelopment funding and government grantscatidborative agreements. Actual
results may differ from those estimates under dfie€ assumptions or conditions.

Cash, Cash Equivalents and Short-Term Investments

The Company considers all highly liquid investmenith original maturities of three months or lessnfi the date of purchase to be
classified as cash equivalents. Investments witliral maturities of greater than three monthsless than one year from the date of purchase
as well as available-for-sale investments withioaymaturities of greater than one year from tatef purchase are classified as short-term
investments. These investments primarily consishafketable debt securities, which include monetketanstruments and United States
government agency securities, and are classifiedaitable-for-sale.

In accordance with ASC Topic 3Z@ccounting for Certain Investments in Debt and Eg$ecurities,”the Company has classified all
debt securities as available-for-sale at the tifguochase and reevaluates such designation abftelance sheet date. Available-for-sale
securities are carried at estimated fair value dhasequoted market prices. Unrealized gains arsksderived by changes in the estimated fair
value of available-for-sale securities are recotidéd\ccumulated other comprehensive income” on@wnpanys consolidated balance she
Realized gains and losses from the sale or matofi&vailable-for-sale investments are recordetDitner income (expense), net” on the
Company’s consolidated statements of operations.cbst of securities sold is based on the sped#iatification method. The Company
reports the amortization of any premium and acenetif any discount resulting from the purchaseedftgecurities as a component of interest
expense.

The Company also reviews all of its marketable s8es on a regular basis to evaluate whether asyrity has experienced an other-
than-temporary decline in fair value. Other-thamyerary declines in market value are recorded ithé@income (expense), net” on the
Company’s consolidated statements of operations.

As of December 31, 2011, the Company also maintadneertificate of deposit for approximately $0.®ion with a domestic bank. The
Company holds this certificate of deposit for amyemtial decommissioning resulting from the Compauippssession of radioactive material.
The certificate of deposit is held to satisfy thahcial surety requirements of the California Dréypant of Health Services and is recorded in
“Restricted cash” on the Company’s consolidatedted sheets at December 31, 2011 and 2010.

Concentration of Credit Risk

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

Substantially all of the Company’s cash, cash egjaivts and short-term investments are maintainesbpat to the Company’s
investment policy at a major financial institutiohhigh credit standing. The Company monitors tharicial credit worthiness of the issuers of
its investments and limits the concentration invitial securities and type of investments thasewiithin its investment portfolio. Generally,
all of the Company'’s remaining investments carghhiredit quality ratings, which is in accordandghits investment policy. At
December 31, 2011, the Company does not believe thsignificant financial risk from non-performamnby the issuers of the Compasnygasi
equivalents and short-term investments.
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Concentrations of credit risk with respect to tragleeivables exist. However, in connection with @mpany’s revolving line of credit,
as discussed in Note 12 in the Notes to Consolidéiieancial Statements, the Company purchaseddét areurance policy that mitigates some
of its credit risk, as the policy will pay eithdret Company or its lender on eligible claims filedits outstanding receivables. On a regular b
including at the time of sale, the Company perfoomeglit evaluations of its customers. Generallg, @lompany does not require collateral from
its customers to secure accounts receivable. Textent that the Company determines specific ire®imr customer accounts may be
uncollectible, the Company reserves against thewats receivable on its consolidated balance sketsecords a charge on its consolidated
statements of operations.

The Company recorded minimal amounts for allowaticepotentially uncollectible accounts receivabtddecember 31, 2011 and
approximately $0.1 million at December 31, 2010.

The Company had two and four customers that eaatuated for more than 10% of the Company’s outstenttade receivables, which
cumulatively represented approximately 58% and 68%he Company’s outstanding trade receivableBegiember 31, 2011 and 2010,
respectively. To date, the Company has not expegrollection difficulties from these customers.

Inventories

Inventory consisted of work-in-process and finisigedds only. Finished goods include INTERCEPT disjnde kits, UVA illumination
devices (“illuminators”), and certain replacemeattp for the illuminators. Platelet and plasmaeayst disposable kits generally have a two-
year life from the date of manufacture. llluminatend replacement parts do not have regulatedagipirdates. WoK-in-process includes
certain components that are manufactured overtsgoted length of time, which can exceed one yefigre being incorporated and assembled
by Fenwal, Inc. (“Fenwal”) into the finished INTER®T disposable kits. The Company maintains an ifovrgrbalance based on its current
sales projections, and at each reporting perieCithmpany evaluates whether its work-in-processritory would be consumed for production
of finished units in order to sell to existing gmebspective customers within the next twelve-mgehod. It is not customary for the
Company’s production cycle for inventory to excéwdlve months. Instead, the Company uses its bdghnjent to factor in lead times for the
production of its finished units to meet the Comparmurrent demands. If actual results differ frémse estimates, work-in-process inventory
could potentially accumulate for periods exceeding year. At December 31, 2011 and 2010, the Coyngassified its work-in-process
inventory as a current asset on its consolidatéahba sheets based on its evaluation that the wepkecess inventory would be consumed for
production and subsequently sold within each rasgesubsequent twelve-month period.

Inventory is recorded at the lower of cost, detaedion a first-in, firsbut basis, or market value. The Company uses signifjudgmer
to analyze and determine if the composition oiritentory is obsolete, slow-moving or unsalable fiequently reviews such determinations.
The Company’s limited history selling the INTERCEBIbod System limits the amount of historical ddite Company has to perform this
analysis. Generally, the Company writes-down spely identified unusable, obsolete, slamsving, or known unsalable inventory that ha
alternative use in the period that it is first rgoized by using a number of factors including pidaxpiration dates, open and unfulfilled
orders, and sales forecasts. Any write-down ahitentory to net realizable value establishes a oest basis and will be maintained even if
certain circumstances suggest that the inventarydgverable in subsequent periods. Costs assoaiatie the write-down of inventory are
recorded in “Cost of product revenue” on the Conyfsmoonsolidated statements of operations. At Ddmam31, 2011 and 2010, the Company
had $0.6 million and $0.4 million, respectivelyseeved for potential obsolete or expiring product.
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Property and Equipment, net

Property and equipment is comprised of furnitucgiipment, information technology hardware and safawand is recorded at cost. At
the time the property and equipment is ready ®initended use, it is depreciated on a straigletbiasis over the estimated useful lives of the
assets (generally three to five years). Leasemofdtavements are amortized on a straight-line bags the shorter of the lease term or the
estimated useful lives of the improvements.

Goodwill and Intangible Assets, net

Goodwill and intangible assets, net is derivedhattime of a business acquisition, in which the @any assigns the total consideration
transferred to the acquired assets based on esetisafair value and any residual amount becomeslgitl, an indefinite life intangible asset.
Intangible assets, net, which include a licenseHerright to commercialize the INTERCEPT Blood t8ys in Asia, are subject to periodic
amortization over the estimated useful life of years. The amortization of the Company’s intangéssets, net, is recorded in “Amortization
of intangible assets” on the Company’s consolidatatements of operations.

Goodwill is not amortized but instead is subjecatoimpairment test performed on an annual basisooe frequently if events or
changes in circumstances indicate that goodwill beympaired. The Company evaluates goodwill oaramual basis on August 31 of each
fiscal year. The test for goodwill impairment isa-step process. The first step compares thevédire of each reporting unit with its
respective carrying amount, including goodwill. T@empany has determined that it operates in onatiag unit and estimates the fair value
of its one reporting unit using the enterprise apph under which it considers the quoted marketalgation of the Company as reported on
the Nasdag Global Market. The Company considertegumarket prices that are available in active m@rko be the best evidence of fair
value. The Company also considers other factorghihclude future forecasted results, the econ@nidronment and overall market
conditions. If the fair value of the reporting uakceeds its carrying amount, goodwill of the réipgrunit is not considered impaired and,
therefore, the second step of the impairment segshhecessary. The second step, which is usedasureethe amount of impairment loss,
compares the implied fair value of each reporting’'sigoodwill with the respective carrying amouwrftthat goodwill. If the carrying amount of
the reporting unit's goodwill exceeds the impliadl fvalue of that goodwill, an impairment lossésaognized in an amount equal to that excess.

See Note 8 in the Notes to Consolidated Finandatkeghents for further information regarding the @amy’s impairment analysis and
the valuation of goodwill and intangible assets, ne

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 assess/ not be recoverable. When such events or changégsumstances occur, the Company
assesses recoverability by determining whethecding/ing value of such assets will be recovereduyh the undiscounted expected future
flows. If the expected undiscounted future castvélare less than the carrying amount of thesesgsbet Company then measures the amount
of the impairment loss based on the excess ofalmging amount over the fair value of the assef®e Tompany did not recognize impairment
charges related to its long-lived assets during/fees ended December 31, 2011, 2010 and 20089.
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Foreign Currency Remeasurement

The functional currency of the Company’s foreigbsidiary is the United States dollar. Monetary &saed liabilities denominated in
foreign currencies are remeasured in United Stid#ars using the exchange rates at the balaneg dage. Non-monetary assets and liabilities
denominated in foreign currencies are remeasurébhited States dollars using historical exchangesteRevenues and expenses are
remeasured using average exchange rates prewdiliigg the period. Remeasurements are recorddei@dmpany’s consolidated statements
of operations. The Company recorded foreign cusgréogses of $0.5 million, $0.8 million and $0.6 loih during the years ended
December 31, 2011, 2010 and 2009, respectively.

Stock-Based Compensation

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

For stock-based awards issued to non-employee§dahgany follows ASC Topic 505-5& quity Based Payment to Non-Employees”
and considers the measurement date at which thealaie of the stock-based award is measured tbéearlier of (i) the date at which a
commitment for performance by the grantee to eaeretjuity instrument is reached or (ii) the datetdth the grantee performance is
complete. The Company recognizes stock-based caapen expense for the fair value of the vestedigroof the non-employee stock-based
awards in its consolidated statements of operations

See Note 15 in the Notes to Consolidated FinaiStetiements for further information regarding therfpany’s stocksased compensatis
assumptions and expenses.

Warrant Liability

In August 2009 and November 2010, the Company éswgrants to purchase an aggregate of 2.4 milimh 3.7 million shares of
common stock, respectively. The material term$iefwarrants were identical under each issuancepekmethe exercise price, date issued and
expiration date. The Company classified the wasrasta liability on its consolidated balance shagtthe warrants contain certain material
terms which require the Company (or its succedsgpurchase the warrants for cash in an amount égtiae value of the unexercised portion
of the warrants (as determined in accordance WwghBlack-Scholes option pricing model) in connettigth certain change of control
transactions. In addition, the Company may alsceljeired to pay cash to a warrant holder undeatedircumstances if the Company is
unable to timely deliver the shares acquired uparrant exercise to such holder.

The fair value of these outstanding warrants isudated using the binomial-lattice option-pricingael and is adjusted accordingly at
each reporting period. The binomial-lattice optfmicing model requires that the Company uses st assumptions and judgment to
determine appropriate inputs to the model. Sonteefassumptions that the Company relies on indluelgrobability of a change of control
occurring, the volatility of the Company’s stockenthe life of the warrant and assumptions andtspeed to value the warrants under the
Black-Scholes model should a change of control occu

Gains and losses from warrant revaluation are dszbin “Gain from revaluation of warrant liabilitygh the consolidated statements of
operations. During the year ended December 31,,2821Company recorded
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non-cash gains of $0.5 million associated with geanin the fair value of the warrants, and recomtmttcash gains of less than $0.1 million
during each of the years ended December 31, 204 @@®9. Upon the exercise or modification to remtheprovisions which require the
warrants to be treated as a liability, the fairneabf the warrants will be reclassified from a lig§pto stockholders’ equity on the Company’s
consolidated balance sheets and no further adjmstim¢he fair value would be made in subsequeriogs.

See Note 14 in the Notes to Consolidated Finaigtatiements for further information regarding thenpany’s valuation of warrant
liability.

Other Comprehensive Income (Loss)

The components of comprehensive loss includedasstdnd other comprehensive income (loss). The @oygonly component of oth
comprehensive income (loss) for the years ende@mber 31, 2011, 2010 and 2009 consisted of unezhfiains or losses from the
Company’s available-for-sale short-term investme®ther comprehensive income (loss) is reportea separate component of stockholders’

equity.

Income Taxes

The Company accounts for income taxes using art asddiability approach in accordance with ASC iBop40“Accounting for Income
Taxes.”Under this method, deferred tax assets and lisdsilare determined based on differences betwedintneial reporting and tax bases
of assets and liabilities and are measured usmgmlacted tax rates and laws that will be in effden the differences are expected to reverse.
ASC Topic 740 requires derecognition of tax posgithat do not have a greater than 50% likelihddeeing recognized upon review by a
taxing authority having full knowledge of all rekawt information. Use of a valuation allowance ascdéed in ASC Topic 740 is not an
appropriate substitute for the derecognition abagosition. The Company did not have any recofidddities for unrecognized tax benefits at
both December 31, 2011 and 2010. The Company ré&egaccrued interest and penalties related tocogrézed tax benefits in its income
expense. To date, the Company has not recognizethi@nest and penalties in its consolidated statémof operations, nor has its accrued for
or made payments for interest and penalties. Thepgaay continues to carry a full valuation allowanceall of its deferred tax assets.
Although the Company believes it more likely thant that a taxing authority would agree with itsremt tax positions, there can be no
assurance that the tax positions the Company kes taill be substantiated by a taxing authoritseifiewed. The Company’s tax years 2007
through 2011 remain subject to examination by éxéng jurisdictions.

Net Loss Per Share

Basic loss per share is computed by dividing ned loy the weighted average number of common sbatstanding for the period.
Diluted loss per share uses the same weighted gavetamber of common shares outstanding for thegea$ calculated for the basic loss per
share as the inclusion of any commons stock eqrtgwould be anti-dilutive. If the Company earnetlincome, diluted earnings per share
would assume conversion of all potentially dilutsecurities, such as stock options, convertibléepred stock, ESPP rights, warrants and
restricted stock units.
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The following table sets forth the reconciliatiditlee numerator and denominator used in the contipataf basic and diluted net loss |
common share for the years ended December 31, 2010,and 2009 (in thousands, except per sharesjou

Years Ended December 31,

2011 2010 2009
Numerator for Basic and Dilute

Net loss $(16,987) $(16,91)) $(24,13Y
Denominator

Basic weighted average number of common sharetaodisg 48,05( 40,30( 34,75(

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

options, restricted stock units, warrants and ESgRs 0 0 0

Diluted weighted average number of common shareganding 48,05( 40,30( 34,75(
Net loss per common sha

Basic $ (0.35) $ (0.4 $ (0.69

Diluted $ (0.35) $ (0.4 $ (0.69)

The table below presents common shares underlyirgs ®ptions, convertible preferred stock, ESPRtagwarrants and restricted stock
units that are excluded from the diluted net lomsqgpmmon share due to their anti-dilutive effectthe years ended December 31, 2011, 2010
and 2009 (shares in thousands):

Years Ended December 31
2011 2010 2009

Weighted average of anti-dilutive common shares 13,59¢ 9,86 7,662

Guarantee and Indemnification Arrangements

The Company recognizes the fair value for guaraatekindemnification arrangements issued or matiifig the Company after
December 31, 2002. In addition, the Company mosiitioe conditions that are subject to the guarargeésndemnifications in order to ident
if a loss has occurred. If the Company determinhissgrobable that a loss has occurred, then acly estimable loss would be recognized under
those guarantees and indemnifications. Some aigheements that the Company is a party to contawigions that indemnify the counter
party from damages and costs resulting from clamasthe Company'’s technology infringes the inttlial property rights of a third party or
claims that the sale or use of the Company’s prisduave caused personal injury or other damagessr The Company has not received any
such requests for indemnification under these giors and has not been required to make matenahgats pursuant to these provisions.

The Company generally provides for a one-year wdyran certain of its INTERCEPT blood-safety protucovering defects in
materials and workmanship. The Company accrues @ssbciated with warranty obligations when cldimsome known and are estimable.
There have been very few warranty costs incurrealgh December 31, 2011, and the Company is unavfaney future warranty claims.
Accordingly, at December 31, 2011 and 2010, the gamg had not accrued for any potential future wagraosts.

Fair Value of Financial Instruments

The Company applies the provisions of fair valuatieg to its financial assets and liabilities. T¢egrying amounts of accounts
receivables, accounts payable, and other accrakilities approximate their fair value due
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to the relative short-term maturities. Based onbibieowing rates currently available to the Comptomtoans with similar terms, the Company
believes the fair value of its debt approximatesrtbarrying amounts. The Company measures anddgcertain financial assets and liabilit

at fair value on a recurring basis, including isitable-for-sale securities and warrant liabilitthe Company classifies instruments within
Level 1 if quote prices are available in active ke#s, which include its money market funds as tla¢unity of money market funds are
relatively short and the carrying amount is a reabte estimate of fair value. The Company classifistruments in Level 2 if the instruments
are valued using observable inputs to quoted matiets, benchmark yields, reported trades, brdketér quotes or alternative pricing sou
with reasonable levels of price transparency. Tlesteuments include the Company’s available-fde-s&curities related to United States
government agencies and corporate debt secuiitiesavailable-for-sale securities are held by aatlian who obtains investment prices from
a third party pricing provider that uses standaplis to models which vary by asset class. The @omplassifies instruments in Level 3 if ¢

or more significant inputs or significant valuewdnis are unobservable, which include its warrattility. The Company assesses any transfers
among fair value measurement levels at the enddf eeporting period.

See Note 4 and 14 in the Notes to ConsolidatednEiabStatements for further information regardihg Company’s valuation on
financial instruments.

New Accounting Pronouncements

In May 2011, the FASB issued updated fair valuesueament guidance under ASU No. 20114Bdir Value Measurement (Topic 820):
Amendments to Achieve Common Fair Value MeasuresmenbDisclosure Requirements in U.S. GAAP and IF” surrounding changes in the
valuation premise of highest and best use of agtatb®e application of premiums and discounts, emthnced disclosure requirements. Under
ASU No. 2011-04, the measurement of fair valudrdadricial instruments will primarily be measuredtsd level of the unit of account whereas
it was historically able to utilize the valuatioremise of highest and best use of an asset, whiclbe applied primarily to measuring the fair
value of nonfinancial assets only going forwardattdition, the application of blockage factors atiter premiums and discounts in a fair ve
measurement will be prohibited in the valuatiorabfair value levels of the hierarchy. The newctisure requirements include, but are not
limited to, further qualitative and quantitativesdissions regarding level 3 fair value measuremspéifically significant unobservable inputs
used, description of the valuation processes ansitsgty analysis, the disclosure of any transfansl the reasons thereof between levels 1 and
2, and the determination of assets and liabilitie$ are not recorded at fair value to be categdrimder the fair value hierarchy. The updated
fair value measurement guidance is effective fterim and annual periods beginning after Decembe@11, which will begin for the
Company on January 1, 2012. The Company does tioipate that the additional disclosure requireraemtl have a material impact on the
consolidated financial statements.

In June 2011, the FASB issued ASU No. 201T'¥®sentation of Comprehensive Incom&hich eliminates the presentation of other
comprehensive income from the consolidated statesrafrstockholders’ equity. Instead, companies wdwdve the option to display net
income and other comprehensive income in two sépdvat consecutive statements or combine net iecama other comprehensive income in
one continuous statement, which would be refematie¢ consolidated statements of comprehensiveriac@he new presentation requirements
under this guidance are effective for interim andwal periods beginning after December 15, 2011¢hwwill begin for the Company on
January 1, 2012, and retrospective applicatioeqgsiired for all periods presented. In December 2016lFASB issued ASU No. 2011-12
“Deferral of the Effective Date for Amendmentshie Presentation of Reclassifications of Items @#&azumulated Other Comprehensive
Income in Accounting Standards Update No. :-05,” which defers only the presentation of
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reclassification adjustments from accumulated otleenprehensive income to net income. The reclassifin adjustment presentation
requirement under ASU No. 2011-12 is effectiveifderim and annual periods beginning after DecemBe2012, which will begin for the
Company on January 1, 2013. The Company does tioipate that the additional disclosure requireraemtder both ASU Nos. 2011-05 and
201142 will have a material impact on the consoliddtedncial statements. The Company expects to atheppresentation for net income ¢
other comprehensive income in two separate, bugemrtive statements.

In September 2011, the FASB issued ASU No. 2011F@8ting Goodwill for Impairment,ivhich allows a company to test goodwill for
impairment by first assessing the qualitative fesstavhich has also been updated under this guidamcetermine whether it is more likely tt
not that the fair value of a reporting unit is l&san the carrying amount. If a company determihasit is more likely than not that the fair
value of a reporting unit is less than the carnangpunt, a company must then proceed with perfagritia quantitative two-step process to test
goodwill for impairment; otherwise, goodwill is novnsidered impaired and no further testing is awvated. Under ASU No. 2011-08, the
gualitative assessment is optional, such that gpaomhas the choice to perform the goodwill impainirtest under the original quantitative
two-step approach only. The optional qualitativegadure for testing goodwill impairment under tipisdance is effective for interim and
annual periods beginning after December 15, 20hichwwill begin for the Company on January 1, 2@yever, early adoption is permitted.
The Company does not anticipate that the updated@ccounting standard will have a material inimacthe consolidated financial
statements.

Note 3. Acquisition

On August 24, 2010, the Company acquired certaataf BioOne, a privately held Japanese compstapkshed to develop
technologies to improve the safety of blood prodilctAsia. The assets included the commercialirdigenses that the Company had granted
to BioOne for both the platelet and plasma systéinsjinators held as saleable inventory and dertratien illuminators. No liabilities were
assumed.

As consideration for the acquired BioOne assetsCbmpany relinquished all shares of BioOne thdtheen held by the Company and
issued 1,172,357 shares of the Company’s commak siadBioOne, of which 937,886 shares were issui¢beaclose of the acquisition on
August 24, 2010 and the remaining 234,471 shares isgued six months from the close of the acdarsidate (February 25, 2011). The fair
value of the Company’s common stock issued to Be@®m both dates was measured based on the clastegop the Company’s common
stock on August 24, 2010, the date of acquisitéord was recorded as part of the total consideration

The total value of the consideration provided wag $nillion, of which approximately $3.4 millionleged to the fair value of the
1,172,357 shares of the Company’s common stockdsguBioOne and approximately $0.3 million relatedhe fair value of the Company’s
non-controlling equity interest in BioOne relinduégl as a result of the acquisition. The Companggeized a gain of $0.3 million, which
represented the difference between the assumeddlaie of the pre-acquisition naontrolling equity interest of BioOne and its cang value.
The Company carried its 13% investment in BioOneeab as it had previously fully impaired its intrasnt in BioOne. The assumed fair va
of the pre-acquisition non-controlling equity irget was calculated by applying the Company’s 13%ership investment in BioOne to the
estimated fair value of the acquired assets (exetugoodwill) of $2.4 million as noted in the tatidelow.

The Company also incurred acquisition related cos$9.5 million, which were recorded as a compamnierAcquisition related costs
and impairment of long-term investment in relatedtips, net'on the consolidated statements of operations duhi@gear ended December
2010.
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The BioOne acquisition was accounted for as anisitiqun of a business in accordance with ASC T, “Business Combinations.”
The Company allocated the acquired tangible arahi@ible assets based on their estimated fair valsi@d the acquisition date. The excess
purchase price over the value of the net tangibtkidentifiable intangible assets was recordedoasigill. The goodwill recognized is not
expected to be deductible for income tax purpoBes.factors that contributed to the recognitiomaddwill included securing buyer-specific
synergies to increase revenue and profits throgltdmmercialization of the INTERCEPT Blood Systeorldwide. By acquiring these
commercialization rights in certain Asian countrigtee Company was able to complete the global cartialezation rights for its platelet and
plasma systems.

The following table summarizes the final allocatmfrfair value of assets acquired at the acquisitiate (in thousands):

Commercialization righ—Asia $2,017
llluminators—inventory 27C
Demonstration illuminator 13t
Goodwill 1,31¢€

Total $3,73¢

The commercialization rights in Asia representriecquisition of contractual rights originally gtad to BioOne to market the
Company’s products in certain countries in Asiae Tontractual term of this original agreement wapetual and the Company estimated the
fair value of these acquired rights based on fuécmected cash flows to be generated over the teghéife of the underlying technology. As a
result, these intangible assets are subject togieramortization over the estimated useful liféesf 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 imp&the BioOne acquisition beginning from the asgtion 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 sicgilt revenues or expenses due to their limitedatipgy 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 and liabilities were determined usingdhiewing inputs at December 31,
2011 (in thousands):

Quoted
Prices
in
Active
Markets Significant
for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Money market fund® $8,68: $8,68: $ 0 $ 0
United States government agency secur® 287 0 287 0
Total financial assel $8,97( $8,68: $ 287 $ 0
Warrant liability® $7,97¢ $ 0 $ 0 $ 7,97¢
Total financial liabilities $7,97¢ $ 0 $ 0 $ 7,97¢

(1) Included in cash and cash equivalents on the Coy’'s consolidated balance shes
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(2) Included in sho-term investments on the Compi's consolidated balance shes
(3) Included in current liabilities on the Compi s consolidated balance shet

The fair values of certain of the Company’s finaheissets and liabilities were determined usindgdhewing inputs at December 31,

2010 (in thousands):

Quoted
Prices
in
Active
Markets Significant
for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Money market fund§) $6,17¢ $6,17¢ $ 0 $ 0
Corporate debt securiti(2 73 0 73 0
United States government agency secur® 98¢ 0 98¢ 0
Total financial assef $7,23¢ $6,17¢ $ 1,061 $ 0
Warrant liability @) $8,46¢ $ 0 $ 0 $ 8,46¢
Total financial liabilities $8,46¢ $ 0 $ 0 $ 8,46F

(1) Included in cash and cash equivalents on the Coy’'s consolidated balance she:
(2) Included in sho-term investments on the Compi's consolidated balance shes
(3) Included in current liabilities on the Compi's consolidated balance shet

A reconciliation of the beginning and ending bakstor warrant liability using significant unobsable inputs (Level 3) from

December 31, 2009 to December 31, 2011 was asv®lm thousands):

Balance at December 31, 20
Issuance of warran

Decrease in fair value of warrar
Balance at December 31, 2C
Issuance of warran

Decrease in fair value of warrar

Balance at December 31, 20

$2,731

$7,97¢

The Company did not have any transfers among &irevmeasurement levels during the years endedniieme31, 2011 and 2010.
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Note 5. Cash, Cash Equivalents and Short-Term Invésients

The following is a summary of cash, cash equival@md short-term investments at December 31, 2@lthdqusands):

December 31, 201

Gross
Unrealized
Carrying Value Gain Fair Value
Cash and cash equivaler
Cash $ 16,81« $ 0 $16,81¢
Money market fund 8,68: 0 8,68:
25,497 0 25,491
Shor-term investments
United States government agency secur 287 0 287
Total shor-term investment 287 0 287
Total cash, cash equivalents and short-term
investment: $ 25,78¢ $ 0 $25,78¢
The following is a summary of cash, cash equivalamid short-term investments at December 31, A6t@qusands):
December 31, 2010
Gross
Unrealized
Carrying Value Gain Fair Value
Cash and cash equivaler
Cash $ 22,77( $ 0 $22,77(
Money market fund 6,17¢ 0 6,17¢
Total cash and cash equivale 28,94¢ 0 28,94¢
Shor-term investments
Corporate debt securitir 14 59 73
United States government agency secur 93¢ 49 98¢
Total shor-term investment 953 10¢ 1,061
Total cash, cash equivalents and short-term
investment: $  29,90: $ 10¢ $30,00¢

Cash equivalents and short-term investments atrleee31, 2011 and 2010 consisted of the followipgtiginal contractual maturity

(in thousands):

December 31, 2011

December 31, 2010

Carrying Carrying
Value Fair Value Value Fair Value
Due in one year or less $8,68:% $ 8,68 $6,17¢ $ 6,17¢
Due greater than three years and less than fives 287 287 953 1,061
Total cash equivalents and sl-term investment $8,97( $ 8,97( $7,131 $ 7,23¢
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The maturities of certain short-term investmentsenastimated primarily based upon assumed prepayfiesres and credit
enhancement characteristics.

Gross realized gains from the sale or maturityvafilable-for-sale investments were minimal, $0 &3 million during the years ended
December 30, 2011, 2010 and 2009, respectively Cldmpany recorded minimal gross realized losses fre sale or maturity of available-
for-sale investments during the year ended Decemb&03D, and did not record any gross realized lodggng the years ended December
2011 and 2009. The Company did not record losséswastments experiencing an other-than-temporedjink in fair value during the years
ended December 31, 2011, 2010 and 2009.

Note 6. Inventories
Inventories at December 31, 2011 and 2010 considtde following (in thousands):

December 31

2011 2010

Work-in-process $2,74: $2,652
Finished good 3,702 3,30t
Total inventories $6,44¢ $5,957

Note 7. Property and Equipment, net
Property and equipment, net at December 31, 20d2@h0 consisted of the following (in thousands):

December 31

2011 2010
Leasehold improvemen $ 5,59¢ $5,47(
Machinery and equipme! 1,682 1,652
Demonstration equipme 24 104
Office furniture 63€ 58¢
Computer equipmet 52t 48¢
Computer softwar 1,062 1,06z
Consigned demonstration equipm 50z 401
Constructio-in-progress 38 134

Total property and equipment, grc 10,06 9,89
Accumulated depreciation and amortizat 8,03%) (7,509

Total property and equipment, r $ 2,032 $ 2,39(

Depreciation and amortization expense relatedapgnty and equipment, net was $0.6 million, $0.Bioni and $0.7 million for the years
ended December 31, 2011, 2010 and 2009, respsctivel

Note 8. Goodwill and Intangible Assets, net
Goodwill

During the year ended December 31, 2011, the Coyngia@mot dispose of or recognize additional godidwin August 31, 2011, the
Company performed its annual review of goodwill. described in Note 2
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above, the Company applied the enterprise approacaviewing the quoted market capitalization & @ompany as reported on the Nasdaq
Global Market to calculate the fair value. In addif the Company considered its future forecastedlts, the economic environment and

overall market conditions. As a result of the Compa assessment that its fair value of the repgrtinit exceeded its carrying amount, the

Company determined that goodwill was not impaidsctordingly, at both December 31, 2011 and 2016 ctrrying amount of goodwill was
$1.3 million.

Intangible Assets, ni
The following is a summary of intangible assets,atddecember 31, 2011 (in thousands):

December 31, 201.

Gross
Carrying Accumulated Net Carrying
Amount Amortization Amount
Acquisitior-related intangible asse’
License—INTERCEPT Asig $2,017 $ (269) $ 1,74t
Total intangible asse $2,017 $ (269) $ 1,74t

The following is a summary of intangible assets,atdbecember 31, 2010 (in thousands):

December 31, 2010

Gross
Carrying Accumulated Net Carrying
Amount Amortization Amount
Acquisitior-related intangible asse
License—INTERCEPT Asis $2,017 $ 67 $ 1,95
Total intangible asse $2,01% $ 67 $ 1,95C

The Company recognized $0.2 million and $0.1 millilo amortization expense related to intangiblesstor the years ended
December 31, 2011 and 2010, respectively. Duriegytars ended December 31, 2011 and 2010, theeenmémpairment charges recognized
related to the acquired intangible assets.

At December 31, 2011, the expected annual amddizaxpense of the intangible assets, net is $dlmbeginning with the year
ending December 31, 2012 and each subsequentherenfter through the year ending December 31,,2819$0.1 million for the year endi
December 31, 2020.

Note 9. Long-Term Investments

At December 31, 2009, the Company held a 13% edntigyest in the voting securities of BioOne, whigas accounted for under the ¢
method. At December 31, 2009, the Company evalusgedral criteria to determine whether facts anclioistances supported the carrying
value of its investment in BioOne. These critenieluded, but were not limited to, third-party intesinterest and participation in recent equity
offerings at current pricing, business outlook @®ne and available financial information. Basedtsrevaluation of these criteria, the
Company determined that there were no factorspgpat any carrying value of its investment in Bi@OAs a result, during the year ended
December 31, 2009, the Company completely impaissidvestment in BioOne to zero and as such, demban impairment charge of $2.3
million as a component in “Acquisition related and impairment of long-term investments in reladarties, net” on the consolidated
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statements of operations. In connection with tr@Bie acquisition in August 2010, the Company relisiged all BioOne shares that the
Company held as part of the consideration for aedathese assets and recognized a gain of $0li®dmduring the year ended December 31,
2010, which represented the difference betweemasbamed fair value of the pre-acquisition non-aalivig equity interest of BioOne and the
carrying value. The Company also incurred acqoisitelated costs of $0.5 million during the yeadehDecember 31, 2010.

See Note 3 in the Notes to Consolidated Finand&tkeghents for further information regarding the @amy’s acquisition and valuation
BioOne.

During the year ended December 31, 2009, the Coynglan recognized a gain of $0.8 million, whichnesented the difference between
the cash received and the carrying value of itscartrolling equity interest in Anza Therapeutits;. (“Anza Therapeutics”), as the Company
relinquished its shares in Anza Therapeutics, selé@ny claims against them and agreed to theferaofsall of Anza Therapeuticitellectual
property to Aduro BioTech (“Aduro”) in 2009. In atidn, in connection with the agreements to licettmeimmunotherapy technologies to
Aduro in 2009, the Company received and held prefeshares representing less than 10% of Adur@igataPursuant to these license
agreements, the Company will obtain a 1% royaléyde any future sales resulting from certain tetdmo In April 2011, Aduro completed a
subsequent round of financing, issuing Series Bepred stock and as a result, reduced its owneishguro to less than 3%. Since receiving
preferred stock in Aduro, the Company has cartiethvestment in Aduro at zero on its consoliddiathnce sheet as the Company has no
to believe that it will receive any economic beh&fim its equity ownership in Aduro as the Compéelieved that Aduro’s technology
platforms, which were largely based on the in-pssadevelopment programs of Anza Therapeutics, tagharisk of failure.

Note 10. Accrued Liabilities
Accrued liabilities at December 31, 2011 and 20d@sested of the following (in thousands):

December 31,

2011 2010
Accrued compensation and related $2,027 $1,861
Accrued inventon 1,417 1,42¢
Accrued contract expenses and other accrued exp 2,381 2,71¢

Total accrued liabilitie: $5,82¢ $6,00:¢

Note 11. Restructuring

In March 2009, pursuant to the approval by the BadDirectors, the Company implemented a restrireguplan to reduce its cost
structure by reducing its workforce, focusing gsaurces on the commercialization of the INTERCBIRDd System in Europe and
consolidating its facilities, resulting in restrudhg costs of $0.8 million, which were recordedRestructuring charges” on the Company’s
consolidated statements of operations during tlhe gaded December 31, 2009. Employees whose pusitiere impacted by this restructur
plan received one-time termination benefits, whiddtuded severance consideration, continuationeoieffits, and transition assistance. Costs
associated with the consolidation of its facilitissluded related moving costs. All restructurirggts were paid by December 31, 2010.
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Note 12. Debt
Debt at December 31, 2011 consisted of the follgwin thousands):

December 31, 201

Unamortized
Principal Discount Total
Comeric—Growth Capital Loan A, due 20: $ 5,00( $ (84) $4,91¢
Comeric—Revolving Line of Credit, due 20! 2,30( 0 2,30(
Total debi 7,30(C (89 7,21¢
Less: det—current (2,559 35 2,51¢
Debt—nor-current $ 4,74¢ $ (49 $ 4,691
Debt at December 31, 2010 consisted of the follgwin thousands):
December 31, 201!
Unamortized
Principal Discount Total
Oxford—Loan, due 201 $ 5,00( $ (122) $4,87¢
Total debt 5,00( (122) 4,87¢
Less: det—current (1,82 75 1,747)
Deb+—nor-current $ 3,17¢ $ (47) $ 3,131

Principal and interest payments on debt at Dece®be?011 are expected to be as follows for eatheofollowing five years (in
thousands):

Year ended December 31,

2012 $ 677
2013 4,22¢
2014 1,83¢
2015 1,58(
2016 0

2011 Growth Capital Facility

In September 2011, the Company entered into adadrsecurity agreement (the “Credit Agreement”’hvdbmerica Bank (“Comerica”).
The Credit Agreement provides for a growth capdah of up to $8.0 million (“Growth Capital Loandhd a formula based revolving line of
credit (“RLOC") of up to $4.0 million plus any une amounts from the Growth Capital Loan. UnderGhedit Agreement, the Company is
limited to an aggregate borrowing of up to $10.0iam at any time. The Company pledged all curramd future assets, excluding its
intellectual property and 35% of the Company'’s stugent in its subsidiary, Cerus Europe B.V., asiggcfor borrowings under the Credit
Agreement.

Growth Capital Loan

Concurrent with the execution of the Credit Agreama September 2011, the Company borrowed $5liiombf the Growth Capital
Loan (“Growth Capital Loan A”), substantially alf which was used to repay the
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Company'’s prior debt with Oxford Finance Corporat{tOxford”), as discussed in further detail belomith the remainder used for general
corporate purposes. Growth Capital Loan A, whictiures in 48 months, bears a fixed interest rag& 37%, with interest—only payments due
for the first twelve months, followed by equal grijpal and interest payments for the remaining 3@ tms

The Company may draw up to an additional $3.0 amlbbf the Growth Capital Loan (“Growth Capital LoBlY) between December 31,
2011 and June 30, 2012. Growth Capital Loan B élr a fixed interest rate based on the highe) 625% or (ii) 6.00% plus the three mo
LIBOR rate at the date of draw, with interest—opéyments due for the first six months followed & principal and interest payments for
the remaining 36 months. As of December 31, 2did Gompany had not drawn down any amounts undeésitbeth Capital Loan B.

In September 2011, the Company incurred a commitfeenof $40,000 and loan fees of $50,000, whichewecorded as a discount ta
Growth Capital Loan A and are being amortized asraponent of interest expense using the effectiterést method over the term of the
Growth Capital Loan A (discount was based on arligdpnterest rate of 7.07%). The Company will atgorequired to make a final payment
fee of 1% of the amounts drawn under Growth Capitain A and Growth Capital Loan B due on the endid(i) prepayment of the Growth
Capital Loan or (ii) the maturity of the Growth QbLoan. The final payment fee will be accretedriterest expense using the effective
interest method over the life of the Growth Caplitahn A and B upon draw.

Revolving Line of Credit

The Credit Agreement also provides for a RLOC ofaf$4.0 million plus any unused amounts from Giro®gpital Loan B (“‘RLOC
Loan Amount”). The amount available under the RL@@ich is available to the Company until Septen2®r2013, is limited to the lesser of
(i) 80% of eligible trade receivables or (ii) the ®C Loan Amount. In December 2011, the Company dtewn $2.3 million under the RLO!
The RLOC will bear a floating rate based on thelis prime rate plus 1.50%, with interestrty payments due each month. At Decembe
2011, the floating rate of the RLOC was at 4.75%e Tompany will be required to repay the princigh@wn from the RLOC at the end of the
RLOC term. In September 2011, the Company incusredmmitment fee of $20,000, and will pay the sapramitment fee at each annual
anniversary of the RLOC. As of December 31, 206&,Gompany had $2.3 million outstanding under th®®.

Compliance with Covenants

The Company is required to maintain compliance wétain customary and routine financial covenanter the Credit Agreement.
Throughout the term of the Credit Agreement, then@any is also obligated to meet certain conditwhi&h include maintaining a minimum
cash balance of $2.5 million at Comerica and aghgeminimum revenue levels, which are measured higiiased on a six-month trailing
basis and must be at least 75% of the pre-esteblitliure projected revenues for the trailing siorth period. Non-compliance with the
covenants could result in the principal of the fm@éeoming due and payable. As of December 31, 26@1Company was in compliance with
the financial covenants as set forth in the CrAditeement.

2010 Growth Capital Facility

In March 2010, the Company entered into a growfitabfacility agreement with Oxford and immedigtblorrowed and issued a senior
secured note for $5.0 million. The note carrietkad interest rate of 12.04%, with
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interest—only payments due for the first nine merghd then equal principal and interest paymemtarfadditional 30 months. In connection
with the issuance of the note, the Company paidpdront facility fee of $0.1 million and incurredbsing costs of $0.1 million, which was
recorded as a discount to the note and was amodiz@ component of interest expense using thetietfdnterest method over the term of the
note (discount was based on an implied interestafi3.84%). In addition, the Company agreed to0g&0.4 million closing fee upon matui
of the note, which was being accreted to interggénse using the effective interest method oveliftnef the note. For the year ended
December 31, 2010, the Company also incurred autibmation fee of $0.1 million, which was recogatzas an operating expense, as the
Company had not drawn down on the additional $5llom available to be drawn between September2800 and December 31, 2010. The
Company was required to maintain compliance wittta@e customary and routine financial covenantsictvincluded generating minimum
revenues at certain pre-established levels. At Dbee 31, 2010, the Company was in compliance viidinicial covenants set forth in the
growth capital facility.

In March 2011, the Company amended its growth abfatility with Oxford, which extended the avaiilitly of borrowing an additional
$5.0 million through September 30, 2011 withouuiming additional upfront facility fees and moddi¢he covenant compliance requirements.
In September 2011, the Company repaid the outstgrimilance of the debt owed to Oxford using thegeds received from the Credit
Agreement as discussed in further detail above.Qdrapany also accelerated and expensed the remailoising cost and fees of $0.2 million
to interest expense during the year ended Decefih&011.

Note 13. Commitments and Contingencies
Operating Leases

The Company leases its office facilities, locate@€bncord, California and Amersfoort, The Nethedigrand certain equipment under
non-cancelable operating leases with initial teimesxcess of one year that require the Companyayooperating costs, property taxes,
insurance and maintenance. The operating leasé® etjvarious dates through 2019, with certaithefleases providing for renewal options,
provisions for adjusting future lease payments cilié based on the consumer price index and the tagterminate the lease early, which may
occur as early as January 2015. The Company’sddaséities qualify as operating leases under ARPic 840,"Leases” and as such, are not
included on its consolidated balance sheets.

Future minimum non-cancelable lease payments wkmating leases as of December 31, 2011 arelawofin thousands):

Year ended December 31,

2012 $ 70€
2013 44¢
2014 421
Total minimum no-cancellable lease paymel $1,57¢

Rent expense for office facilities was $0.7 milli&®.9 million and $1.4 million for the years endggcember 31, 2011, 2010 and 2009,
respectively.

Financed Leasehold Improveme

At December 31, 2010, the Company financed $1.lamibf leasehold improvements. The Company payshfe financed leasehold
improvements as a component of rent and is requireeimburse its landlord over the
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remaining life of the respective leases. If the @any exercises its right to early terminate the ot California lease, which may occur as
early as January 2015, the Company would be redjtireepay for any remaining portion of the landlfinanced leasehold improvements at
such time. At December 31, 2011, the Company hasligsianding liability of $0.9 million related tbese leasehold improvements, of which
$0.1 million was reflected in “Accrued liabilitiesthd $0.8 million was reflected in” ‘Other non-camt liabilities” on the Company’s
consolidated balance sheets.

Purchase Commitmen

The Company is party to agreements with certainigess for certain components of INTERCEPT Bloodt8yn which the Company
purchases from third party manufacturers and seppti Fenwal at no cost for use in manufacturiniglied disposable kits. Certain of these
agreements require minimum purchase commitments fhe Company. The Company has paid $3.6 milli@® #illion and $1.2 million for
goods under agreements which are subject to minipunthase commitments during the years ended Desredih 2011, 2010 and 2009,
respectively. As of December 31, 2011, the Compasyfuture minimum purchase commitments under tagssements of $3.5 million for t
year ending December 31, 2012 and less than $0libmfor each subsequent year thereafter througbenber 31, 201!

Note 14. Stockholders’ Equity
Series B Preferred Stock

Fenwal holds 3,327 shares of the Company’s Serigefrred stock. The Series B preferred stockneagoting rights, except with
respect to the authorization of any class or s@fi@sock having preference or priority over thei&eB preferred stock as to voting, liquidation
or conversion or with respect to the determinatibfair market value of non-publicly traded shareseived by the holder of Series B preferred
stock in the event of a liquidation, or excepteguired by Delaware law. At any time, the holdeyroanvert each share of Series B preferred
stock into 100 shares of the Compangbommon stock. If all shares of Series B prefestedk were converted to common stock, 332,700es
of common stock would be issued, which represeass than 1% of the outstanding common stock o€tirapany at December 31, 2011. The
Company has the right to redeem the Series B pegfestock prior to conversion for a payment of $tibion.

Common Stock and Associated Warrant Liability

In August 2009, the Company received net proceédpmroximately $12.1 million, after deducting phacent agent’s fees and stock
issuance costs of approximately $1.1 million, framegistered direct offering of 6.0 million uniEach unit sold consisted of one share of
common stock and a warrant to purchase 4/10 o&gessf common stock. Each unit was sold for $2:28ylting in the issuance of 6.0 million
shares of common stock and warrants to purchasmiflidn shares of common stock, exercisable agxarcise price of $2.90 per share. The
warrants issued in August 2009 (“2009 Warrantsé) exercisable for a period of five years from #sie date. The fair value on the date of
issuance of the 2009 Warrants was determined &2t8million using the binomial-lattice option vation model and applying the following
assumptions: (i) a risk-free rate of 2.48%, (ii)expected term of 5.0 years, (iii) no dividend gliahd (iv) a volatility of 77%.

In November 2010, the Company received net proceedpproximately $19.7 million, after deductingdenwriting discounts and
commissions and stock issuance costs of approxiyrte3 million, from an underwritten public offeg of 7.4 million units. Each unit sold
consisted of one share of common stock and a wawgurchase 1/2 of a share of common stock. Hadhwas sold for $2.85, resulting in the
issuance of

84



Table of Contents

CERUS CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
December 31, 2011

7.4 million shares of common stock and warranfsuichase 3.7 million shares of common stock, esahbie at an exercise price of $3.20 per
share. The warrants issued in November 2010 (“20&frants”) became exercisable on May 15, 2011 améxercisable for a period of five
years from the issue date. The fair value on the diissuance of the 2010 Warrants was deterntiméeé $5.8 million using the binom-

lattice option valuation model and applying thddwaling assumptions: (i) a risk-free rate of 1.23%),an expected term of 5.0 years, (iii) no
dividend yield and (iv) a volatility of 85%.

The fair value of the 2009 Warrants and 2010 Wasramas recorded on the consolidated balance sheetdiability pursuant to
“Accounting for Derivative Instruments and HedgiAgtivities” and“Accounting for Certain Financial Instruments wi@haracteristics of
Both Liabilities and Equit” Topics of ASC and will be adjusted to fair valueeath financial reporting date thereafter untileadier of
exercise or expiration, at which time, these wasawould be reclassified into stockholders’ equitiie Company classified the 2009 Warrants
and 2010 Warrants as a liability as these warram$ain certain provisions that, under certainwinstances, which may be out of the
Company'’s control, could require the Company to gash to settle the exercise of the warrants ormeqyire the Company to redeem the
warrants.

The fair value of the warrants at December 31, 281d 2010 consisted of the following (in thousands)

December 31

2011 2010
2009 Warrant: $3,01( $2,76¢
2010 Warrant: 4,96¢ 5,691

Total warrant liability $7,97¢ $8,46¢

The fair value of the Company’s warrants was basedsing the binomial-lattice option valuation mbaed using the following
assumptions at December 31, 2011 and 2010:

December 31,

2011 2010
2009 Warrants:
Expected term (in year 2.65 3.65
Estimated volatility 74% 70%
Risk-free interest rat 0.36% 1.52%
Expected dividend yiel 0% 0%
2010 Warrants:
Expected term (in year 3.86 4.86
Estimated volatility 70% 86%
Risk-free interest rat 0.60% 2.01%
Expected dividend yiel 0% 0%

For the year ended December 31, 2011, the Compaayded non-cash gains of $0.5 million and recordedcash gains of less than
$0.1 million for each of the years ended Decemlie2810 and 2009, on its consolidated statemerap@fations within non-operating
expense, net, due to the changes in fair valueeoiarrants. At December 31, 2011, no warrantseat exercised.

At-the-Market Agreement

In June 2011, the Company entered into an At-Thekbtdssuance Sales Agreement (the “Sales Agreéjngith MLV & Co. LLC
(“MLV") that provides for the issuance and saleshfres of its common
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stock over the term of the Sales Agreement havingggregate offering price of up to $20.0 millibnaugh MLV. In conjunction with the

Sales Agreement, MLV acts as the Company'’s salestamd receives compensation based on an aggeddi#e of the gross proceeds on the
sale price per share of its common stock. The reseiand sale of these shares by the Company putsudie Sales Agreement are deemed an
“at-the-market” offering registered under the Séms Act. During the year ended December 31, 2@pproximately 3.5 million shares of the
Company’s common stock were sold under the Salesefhgent for aggregate net proceeds of $9.7 million.

Stockholder Rights Plan

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

Note 15. Stock-Based Compensation
Employee Stock Plans
Employee Stock Purchase P!

The Company maintains an Employee Stock Purchase(Bie “Purchase Plan”), which is intended to ifpals an employee stock
purchase plan within the meaning of Section 428{lihe Internal Revenue Code. Under the Purchaag FHe Company’s Board of Directors
may authorize participation by eligible employdaes|uding officers, in periodic offerings. Althoudhe Purchase Plan provides for an offering
period to be no more than 27 months, the Compamgietly allows eligible employees to purchase shafdhe Company’s common stock at
the end of each six-month offering period at a pase price equal to 85% of the lower of the fairketivalue per share on the start date of the
offering period or the fair market value per shanehe purchase date. The Purchase Plan, as ameypdesl Company’s stockholders, has
authorized and provided for issuance an aggredaé@2@500 shares of common stock. At December @11 2the Company had 137,687 shi
available for future issuance.

2008 Equity Incentive Plan

The Company also maintains an equity compensatamtp provide long-term incentives for employesmtractors, and members of its
Board of Directors. The Company currently grantsiggawards from one plan, the 2008 Equity Incemftan (the “2008 Plan”). The 2008
Plan allows for the issuance of non-statutory amemtive stock options, restricted stock, restda®ck units, stock appreciation rights, other
stock-related awards, and performance awards whahbe settled in cash, stock, or other propertyJ@ne 1, 2011, the stockholders
approved an amendment to the 2008 Plan to incteasgggregate number of shares of common stoclodzehl for issuance under the 2008
plan by 2,000,000 shares, such that the 2008 Riamegserved for issuance an amount not to exce®d@,040 shares. Awards under the 2008
Plan generally have a maximum term of 10 years fileerdate of the award. The 2008 Plan generallyireg options to be granted at 100% of
the fair market value of the Company’s common stgbject to the option on the date of grant and wil
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generally vest over four years. Performance-basedk ®r cash awards granted under the 2008 Plalimated to either 500,000 shares of
common stock or $1.0 million per recipient per odler year. The attainment of any performance-baseads granted shall be conclusively
determined by a committee designated by the Comp&wvard of Directors. At December 31, 2011, 100,performance-based stock options
were outstanding, of which 50,000 were grantedndutie year ended December 31, 2008 and 50,000gsenéed during the year ended
December 31, 2011.

1996 Equity Incentive Plan, 1998 Non-Officer St@gkion Plan, and 1999 Equity Incentive Plan

The Company continues to have equity awards oustgrunder its previous stock plans: 1998 Non-@ffi§tock Option Plan and 1999
Equity Incentive Plan (collectively, the “Prior BE) and 1996 Equity Incentive Plan (the “1996 PjaRquity awards issued under the Prior
Plans and the 1996 Plan continues to adhere tetines of those respective stock plans and no futhtons may be granted under those
previous plans. However, at June 2, 2008, any stihet remained available for future grants underRrior Plans became available for
issuance under the 2008 Plan.

At December 31, 2011, the Company had an aggredatgproximately 10.1 million shares of its comnstock reserved for issuance
under the 2008 Plan, the Prior Plans and the 188§ Bf which approximately 7.5 million shares wstdject to outstanding options and other
stock-based awards, and approximately 2.6 millltares were available for future issuance unde2@@8 Plan.

Activity under the Company’s equity incentive plaetated to stock options is set forth below (iaubands except weighted average
exercise price):

Weighted Average

Number of Exercise Price
Options per

Outstanding Share
Balances at December 31, 2008 5,06: $ 12.2¢
Granted 2,22¢ 1.11
Forfeited (360) 3.2¢
Expired (363) 13.2(
Exercisec 4 2.3¢
Balances at December 31, 2( 6,56% $ 7.3¢
Granted 981 2.9C
Forfeited (28) 3.02
Expired (309) 19.2C
Exercisec (2029 1.62
Balances at December 31, 2( 7,007 $ 6.4z
Granted 2,16¢ 2.3€
Forfeited (46%) 2.4k
Expired (1,23%) 11.52
Exercisec (112 0.81
Balances at December 31, 2( 7,362 $ 4.7C
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Information regarding the Company’s stock optiontstanding, stock options vested and expectedst) &ad stock options exercisable
at December 31, 2011, 2010 and 2009, was as folimwbhousands except weighted average exercise prid contractual term):

Weighted

weghied  pggregat
Average Remaining
Number Exercise Contractual Intrinsic
of Shares Price Term (Years) Value
Balances at December 31, 2(
Stock options outstandir 7,362 $ 4.7C 6.6€ $ 4,06t
Stock options vested and expected to 6,90( $ 4.8¢ 6.47 $ 3,83t
Stock options exercisah 4,05¢ $ 6.7C 5.0C $ 1,902
Balances at December 31, 2(
Stock options outstandir 7,007 $ 6.4z 6.22 $ 2,761
Stock options vested and expected to 6,70k $ 6.6C 6.0¢ $ 2,61(
Stock options exercisah 4,32¢ $ 8.9¢ 4.8 $ 922
Balances at December 31, 2(
Stock options outstandir 6,56¢ $ 7.3¢ 6.37 $ 1,891
Stock options vested and expected to 6,16¢ $ 7.7¢4 6.1¢ $ 1,617
Stock options exercisah 3,901 $ 10.7% 4.6 $ 22C

The aggregate intrinsic value in the table abowalsulated as the difference between the exeprise of the stock option and the
Company'’s closing stock price on the last tradiayg df each respective fiscal period. The totaimsic value of options exercised for the years
ended December 31, 2011, 2010 and 2009 was $0ig@rm#$0.3 million and $0.0 million, respectively.

Restricted Stock Units

The Company has previously granted restricted stods to the Company’s Chief Executive Officerni®e Vice Presidents, and Vice
Presidents in accordance with the Bonus Plan foidB&lanagement of Cerus Corporation. Subject thegantee’s continued employment,
the restricted stock units vest in three annudhlments from the date of grant and are geneisdlyable at the end of the three-year vesting
term.
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Activity under the Company’s equity incentive plaetated to restricted stock units, which were miadmnnection with the Bonus Plan
for Senior Management of Cerus Corporation, iSa#h below (in thousands except weighted averagategdate fair value):

Number of Weighted Average

Grant-Date

RSUs Fair Value
Balances at December 31, 2008 84,65¢ $ 6.8(
Granted 0 0.0C
Forfeited (6,48%) 6.41
Vested (40,30¢) 7.1¢
Balances at December 31, 2( 37,86 $ 6.4~
Granted 76,53: 1.8t
Forfeited 0 0.0C
Vested (25,999 6.2C
Balances at December 31, 2( 88,40( $ 2.54
Granted 0 0.0C
Forfeited (17,729 1.8t
Vested (37,379 3.4¢
Balances at December 31, 2( 33,29 $ 1.8

Stock-based Compensation Expense

Stock-based compensation expense recognized d@@otin@any’s consolidated statements of operationthyears ended December 31,
2011, 2010 and 2009, was as follows (in thousands):

Years Ended December 31,

2011 2010 2009

Stoclk-based compensation expense by cap
Research and developmt $ 45C $ 37¢ $ 494
Selling, general and administrati 1,40( 1,452 1,552
Total stocl-based compensation expe! $1,85( $1,82¢ $2,04¢

Stock-based compensation expense in the abovedabtenot reflect any income taxes as the Compasehkperienced a history of net
losses since its inception and has a full valuatitmwance on its deferred tax assets. In additivere was neither income tax benefits realized
related to stock-based compensation expense natack-based compensation costs capitalized ampart asset during the years ended
December 31, 2011, 2010 and 2009. The Companyl$@asat recorded any stock-based compensationiagsdavith performance-based
stock options during the years ended December@®Il1,2010 and 2009 as the performance criterianmgprobable of being achieved.

As of December 31, 2011, the Company expects togréze the remaining unamortized stock-based cosgiem expense of $3.3
million related to non-vested stock options, ne¢stimated forfeitures, over an estimated remainiagyhted average period of 2.78 years. As
of December 31, 2011, the Company expects to
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recognize the remaining unamortized stock-basegeosation expense of less than $0.1 million reladatbnvested restricted stock units, |
of estimated forfeitures, over an estimated remainveighted average period of 1.02 years.

Valuation Assumptions for Stock-based Compensation

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

Expected Term

The Company estimates the expected term for stptiires based on grouping the population of stodioop into discreet, homogeneous
groups and then analyzing employee exercise anevpsting termination behavior. The Company mayg algerage the vesting term and the
contractual term of the stock options, as illugitlein SAB 107 and SAB 110, if the Company is unablebtain sufficient information for a
particular homogeneous group of stock options. &pected term for the shares issuable under théogegstock purchase plan is the term of
each purchase period, which is six months.

Estimated Forfeiture Rate

The Company estimates the forfeiture rate of stytions at the time of grant and revises thosenasés in subsequent periods if actual
forfeitures differ from those estimates. The Compases historical data to estimate pre-vestingoopfrfeitures and records stock-based
compensation expense only for those awards thabquected to vest. The Company estimates the ligiog-vesting forfeiture rates by groups
that possess a degree of homogeneity regarding@éme to vest and expected term.

Estimated Volatility

The Company estimates the volatility of its comnstock by using historical volatility of its commatock. The Company has used
significant judgment in making these estimates\witiccontinue to monitor the availability of actilyetraded stock options on its common
stock. The Company may also consider a combinatidristorical and implied volatility, or solely intipd volatility, if the Company determin
that sufficient actively traded stock options adgbmmon stock exists.

Risk-Free Interest Rate

The Company uses the risk-free interest rate basele yield derived from United States Treasurpamupon issues with remaining
terms similar to the expected term on the stocloapt

Expected Dividend Yield

The Company does not anticipate paying any castetids in the foreseeable future and therefore ailsexpected dividend yield of
zero.
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The weighted average assumptions used to valuédhepany’s stock-based awards for the years endedrblger 31, 2011, 2010 and
2009, was as follows:

Years Ended December 31,

2011 2010 2009
Stock Options:
Expected term (in year 5.3C 5.4(C 5.6¢
Estimated volatility 68% 82% 84%
Risk-free interest rat 1.22% 1.4(% 1.9%
Expected dividend yiel 0% 0% 0%
Employee Stock Purchase Plan Rights
Expected term (in year 0.5C 0.5C 0.5C
Estimated volatility 48% 61% 114%
Risk-free interest rat 0.0&% 0.8%% 2.24%
Expected dividend yiel 0% 0% 0%

The weighted average grathéte fair value of stock options granted duringytbars ended December 31, 2011, 2010 and 2009%1vag
$1.94 and $0.76 per share, respectively. The weibhverage grant-date fair value of restrictedkstmits granted during the year ended
December 31, 2010 was $1.85 per share. The weighvedige grant-date fair value of employee stockhmse rights during the years ended
December 31, 2011, 2010 and 2009, was $0.68, $m8®0.58 per share, respectively.

Note 16. Retirement Plan

The Company maintains a defined contribution saviplgn (the “401(k) Planthat qualifies under the provisions of Section 4)bf the
Internal Revenue Code and covers all employedseo€ompany. Under the terms of the 401(k) Plan |eyeps may make pre-tax dollar
contributions of up to 60% of their eligible pay tgpa maximum cap established by the IRS. The Compaay contribute a discretionary
percentage of qualified individual employe&alaries, as defined, to the 401(k) Plan. The famy has not contributed to the 401(k) Plan in
years ended December 31, 2011, 2010 and :

Note 17. Development and License Agreements
Agreements with Fenwal, Related Party

In December 2009, the Company and Baxter Internatimc. (“Baxter”) entered into a settlement agneat regarding disputed amounts
for certain transition services provided in 2006Baxter in conjunction with the transfer of comnialization rights to the Company. In
consideration for agreeing to the settlement, With parties waiving all rights and obligations thompany eliminated the disputed amounts
from its consolidated balance sheet of $4.7 milllopayment obligations to Baxter and $2.8 millinrreceivables due from Baxter, and agreed
to pay Baxter $0.5 million, resulting in the Compaacording a gain of $1.4 million during the yeaded December 31, 2009. The $0.5
million payable to Baxter was recorded in “Accoup&yable” on the Company’s consolidated balancetsiteDecember 31, 2009 and
subsequently paid by the Company in 2010.

As a result of Baxtes sale of its transfusion therapies division in28®Fenwal, the Company has certain agreementsheitwal whicl
require the Company to pay royalties on future IIRTEEPT Blood System product sales at royalty rdtaswary by product: 10% of product
sales for the platelet system, 3% of product dalethe plasma system, 5% of product sales fore¢deblood cell system, and 6.5% on sales of
illuminators.
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During the years ended December 31, 2011, 2012@08, the Company made royalty payments to Fenfvd2 @ million, $2.0 million and
$0.9 million, respectively. At December 31, 2014 &ecember 31, 2010, the Company owed royalti€etaval of $0.7 million and $0.5
million, respectively.

In December 2008, the Company extended its agreenitnFenwal to manufacture finished disposabts far the platelet and plasma
systems through December 31, 2013. Under the ardendaufacturing and supply agreement, the Compawpy penwal a set price per Kkit,
which is established annually, plus a fixed surgkayer kit. In addition, volume driven manufactgrioverhead is to be paid or refunded if
actual manufacturing volumes are lower or highantthe estimated production volumes. The Comparderpayments to Fenwal of $9.6
million, $8.6 million and $5.3 million relating tthe manufacturing of the Company products durirgytsars ended December 31, 2011, 2010
and 2009, respectively. At December 31, 2011 arckBer 31, 2010, the Company owed Fenwal $3.4amifind $2.3 million, respectively,
for INTERCEPT disposable kits manufactured.

Cooperative Agreements with the United States Armeé&orces

Since February 2001, the Company has received awader cooperative agreements with the Army MedResearch Acquisition
Activity division of the Department of Defense. TBempany received these awards in order to devtdgrathogen inactivation technologies
for the improved safety and availability of bloddht may be used by the United States Armed Fomranédical transfusions. Under the terms
of the cooperative agreements, the Company is atimduresearch on the inactivation of infectioughpgens in blood, including unusual
viruses, bacteria and parasites that are of cortodire United States Armed Forces. This fundingpsuts advanced development of the
Company'’s red blood cell system. The Company rezegir$2.4 million, $1.4 million and $1.2 million oévenue under these agreements
during the years ended December 31, 2011, 201Q@0@, respectively.

Note 18. Income Taxes

Deferred income taxes reflect the net tax effeEtemporary differences between the carrying ammohfssets and liabilities for
financial reporting purposes and the amounts useth€ome tax purposes at the enacted rates. ghédisant components of the Company’s
deferred tax assets at December 31, 2011 and 28f®as follows (in thousands):

December 31

2011 2010
Net operating loss carryforwar $ 137,80( $ 132,60(
Research and development credit carryforw. 31,40( 31,60(
Capitalized inventory cos 50C 70C
Inventory reservi 20C 20C
Capitalized research and developrmr 10,30( 13,00(
Capitalized tradematr 20C 30C
Capitalized revenue sharing rigl 60C 90C
Deferred compensatic 4,20( 3,60(
Accrued liabilities 40C 30C
Depreciatior 1,40C 2,20(
Acqusition costt 20C 0
Deferred tenant allowanc 20C 0
Capital loss carryforwarc 3,90( 3,90(
Total deferred tax asse 191,30( 189,30(
Valuation allowanct (191,300 (189,301)

Net deferred tax asse $ 0 $ 0
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The valuation allowance increased by $2.0 mill®n.2 million and $2.5 million for the years endeddember 31, 2011, 2010 and 2009,
respectively. The Company believes that, basedramaer of factors, the available objective evideamates sufficient uncertainty regarding
the realizability of the deferred tax assets sielt & full valuation allowance has been recordéese factors include the Company’s history of
net losses since its inception, the need for regujapproval of the Company’s products prior tonooercialization, expected near-term future
losses and the absence of taxable income in prioyltack years. The Company expects to maintail adluation allowance until
circumstances change. Undistributed earnings o€ttrapanys foreign subsidiary, Cerus Europe B.V., amountegipproximately $0.4 millio
at December 31, 2011. The earnings are consideree permanently reinvested and accordingly, nerded United States income taxes have
been provided thereon. Upon distribution of thasenimgs in the form of dividends or otherwise, @@mpany would be subject to United
States income taxes. At the Federal statutory irctam rate of 34%, this would result in taxes giragimately $0.2 million.

For the year ended December 31, 2011, the Compgooyted net losses of $17.0 million on its consdéd statement of operations and
calculated taxable losses for both federal an@ $éaes. The difference between reported net loddaxable loss are due to temporary
differences between book accounting and the reispetetx laws.

At December 31, 2011, the Company had net oper&asgycarryforwards of approximately $354.1 millimn federal and $297.4 million
for state income tax purposes. The Company alsadsmhrch and development tax credit carryforwafdgpproximately $21.2 million for
federal income tax purposes and approximately $ilibn for state income tax purposes at Decendder2011. The federal net operating |
and tax credit carryforwards expire between theg/8812 and 2031. The state net operating losgfoanrards expire between the years 2012
and 2031. The state research and developmentsdalitot expire and are carryforward indefinitehfilufully exhausted.

The utilization of net operating loss carryforwards well as research and development credit cawgirds, is limited by current tax
regulations. These net operating loss carryforwassvell as research and development credit cavgirds, will be utilized in future periods
sufficient income is generated. The Company betievmore likely than not that its tax positionswa be recognized upon review by a taxing
authority having full knowledge of all relevant amfmation. The Company'’s ability to utilize certdarss carryforwards and certain research
credit carryforwards are subject to limitationsguant to the ownership change rules of InternaeReg Code Section 382.

Note 19. Segment, Customer and Geographic Informatn

The Company operates in only one segment, bloatysdafhe Company’s chief executive officer is tie€ operating decision maker
who evaluates performance based on the net revamagesperating loss of the blood safety segmerg.ddmpany considers the sale of all of
its INTERCEPT Blood System products to be simitanature and function, and any revenue earned $emvices are minimal.

The Company’s operations outside of the UnitedeStatclude a wholly-owned subsidiary headquarterdtlrope. The Company’s
operations in the United States are responsibléhforesearch and development and global commieatian of the INTERCEPT Blood
System, while operations in Europe are respon$iblthe commercialization efforts of the INTERCEPIatelet and plasma systems in Eurc
the CIS, and the Middle East. Product revenuesiéiduted to each region based on the locatigdhe@tustomer, and in the case of non-
product revenues, on the location of the collabongbartner.
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The Company had the following significant custontéeg accounted for more than 10% of the Compatogad product revenue, all of
which operate in a country outside of the Uniteaté&t, during the years ended December 31, 2010, &84 2009 (in percentages):

Years Ended December 31,

2011 2010 2008
Etablissement Francais du S¢ 24% 20% 24%
Movaco, S.A. 21% 19% 25%
Delrus Inc. 12% 16% kd
Service Francophone du Sg * 12% 12%

* Represents an amount less than 10% of productuev

The Company also recognized government grants amglecative agreements revenue which representeaf 78tal revenue, 6% of total
revenue and 7% of total revenue, during the yeads@ December 31, 2011, 2010 and 2009, respectively

Net revenues by geographical location was basetetocation of the customer, in the case of prodexmenues, and in the location of
collaboration partner, in the case of non-prodagenues, during the years ended December 31, 2010,and 2009 and was as follows (in
thousands):

Years Ended December 31

2011 2010 2009
Product Revenug

France $ 7,38t $ 4,43 $ 4,13«
Spain and Portugi 6,50 4,17¢ 4,191
CIS 3,75¢ 3,38¢ 1,00¢
Belgium 3,70z 3,71( 3,14
Switzerland 3,31t 1,33( 0
Other countrie: 5,941 4,64 4,27¢
Total product revenu 30,60: 21,67: 16,75

Government grants and cooperative agreem
United State: 2,44 1,432 1,231
Total government grants and cooperative agreen 2,44 1,432 1,231
Total revenue $33,04¢ $23,10¢ $17,98:

Long-lived assets by geographical location, whichsist of property and equipment, net, intangilsleets, net, and certain other assets, a
December 31, 2011 and 2010 were as follows (indands):

December 31

2011 2010

United States $3,29¢ $3,88:¢
Europe 65C 797
Total lonc-lived asset: $3,94¢ $4,68(
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Note 20. Quarterly Financial Information (Unaudited)

The following tables summarize the Company’s qubrtitnancial information for the years ended Dedm31, 2011 and 2010 (in
thousands except per share amounts):

Three Months Ended

March 31, September 3C December 31
June 30,
2011(1) 20111 2011 (1) 2011
Revenue
Product revenu $ 6,18 $ 6,75: $ 7,77C $ 9,89
Government grants and cooperative agreen 43€ 0 1,47¢ 527
Total revenu 6,61¢ 6,75:% 9,24¢ 10,42:
Cost of product revent 3,52¢ 4,074 4,72¢€ 6,20¢
Gross profi 3,09( 2,67¢ 4,52 4,217
Operating expense
Research and developmt 1,80¢ 1,99¢ 1,81¢ 1,56
Selling, general and administrati 5,52¢ 6,207 5,38( 5,93¢
Amortization of intangible asse 50 51 51 50
Total operating expens: 7,38¢ 8,252 7,24¢% 7,55(
Loss from operation (4,29€) (5,579 (2,722) (3,339
Non-operating income (expense), | (802) (83€) 4,98z (4,402
Net income (loss $ (5,099 $(6,409) $  2,26( $ (7,739
Net loss per common sha
Basic $ (0.1)) $ (0.19) $ 0.0t $ (0.1¢)
Diluted $ (0.1)) $ (0.19) $ 0.0t $ (0.1¢)
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Three Months Ended

March 31, September 3C December 31
June 30,
2010 2010 2010 2010
Revenue
Product revenu $ 5,50( $ 5,69( $ 4,521 $ 5,96¢
Government grants and cooperative agreen 222 24¢ 47C 49¢€
Total revenu 5,72z 5,93t 4,991 6,461
Cost of product revent 3,15¢ 2,93¢ 2,324 3,63(
Gross profil 2,56¢ 3,001 2,66 2,831
Operating expenses (gain
Research and developmt 1,25( 1,24« 1,28 1,41¢
Selling, general and administrati 5,27( 5,30¢ 5,08¢ 5,91
Amortization of intangible asse 0 0 0 67
Acquisition related costs and impairment of I-term investments i
related parties, ne 251 132 (201) 0
Total operating expens: 6,771 6,68( 6,17( 7,39¢
Loss from operation (4,207%) (3,679 (3,5079) (4,56¢)
Non-operating income (expense), | (1,06¢) (1,880 (12¢) 2,12(
Net loss $(5,279 $(5,559) $ (3,63) $ (2,449
Net loss per common sha
Basic $ (0.19 $ (0.1 $ (0.09 $  (0.0¢)
Diluted $ (0.19 $ (0.19 $ (0.09) $  (0.0¢)

(1) The financial information for the first threaarters of 2011 have been restated from amountsopidy reported in the Company’s
quarterly reports on Form 10-Q for cost of procdestenue, gross profit, loss from operations, totad-operating income (expense), net,
and net loss. The adjustments made related toatiapil inventory costs, which should have beengdtto cost of product revenue as
products were sold. The Company has determinedittietugh the corrections were immaterial to eddhe quarters ended
March 31, June 30, and September 30, 2011, the @uyripas decided to restate the amounts previoeplyrted to better reflect the
actual operating trends of the business for 20hg. ddjustments primarily impacted the cost of pobdevenue by $0.1 million for each
of the three months ended March 31, 2011, Jun2@Ql and September 30, 2011. In addition, therenmdmpact to loss per share as a
result of these immaterial misstatements in eachethree months ended March 31, 2011, June 3, 20d September 30, 20:
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SIGNATURES

Pursuant to the requirement of Section 13 or 16{dhe Securities Exchange Act of 1934, the Regidthas duly caused this report to be
signed on its behalf by the undersigned, thereduolp authorized, in the City of Concord, State @flifrnia, on the 5th day of March, 2012.

CERUS CORPORATION

By: /sl WILLIAM M. G REENMAN
William M. Greenman
President and Chief Executive Officer

Each person whose signature appears below coestitnd appoints William M. Greenman and Kevin Deddi;, his true and lawful
attorney-in-fact and agent, each acting alone, fulfipower of substitution and resubstitution, fam and in his name, place and stead, in any
and all capacities, to sign any or all amendmemtheé Annual Report on Form 10-K and to file themsawith all exhibits thereto, and all
documents in connection therewith, with the Semgiand Exchange Commission, granting unto saidregy-in-fact and agent, full power and
authority to do and perform each and every actthimg) requisite and necessary to be done in andtahe premises, as fully to all intents and
purposes as he might or could do in person, henaifying and confirming all that said attorney{mct and agent, or his substitute or
substitutes, may lawfully do or cause to be dongitiye hereof.

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpthe following persons in the
capacities and on the dates indicated.

Signature Title Date
/s WiLLIAM M. G REENMAN President, Chief Executi\ March 5, 201z
William M. Greenman Officer and Director

(Principal Executive Officel

/s/ KEeviND. GREEN Vice President, Finance a March 5, 201
Kevin D. Green Chief Accounting Officer
(Principal Financial and Accounting  OffiQe

/s/ B.J.CassIN Chairman of the Board of Directors March 5, 2012
B. J. Cassin
/s/  TiMOTHY B. A NDERSON Director March 5, 201z

Timothy B. Anderson

/s/ L AURENCEM. C orASH, M.D. Director March 5, 2012
Laurence M. Corash, M.D.
/s/ BRuceC. CozabD Director March 5, 201z
Bruce C. Cozadd
/s/ GAIL ScHULZE Director March 5, 2012
Gail Schulze
/s/  DANEL N. SWISHER, JR. Director March 5, 201:

Daniel N. Swisher, Jr.
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Exhibit
Number

2.1 (25)1

3.1 (5)
3.2 (24)
3.3 (12)
4.1 (1)
4.2 (19)

4.3 (21

4.4 (20
4.5 (26)

10.1 (10)t

10.2 (10)1
10.3 (15)t

10.4 (15)1

10.5 (32)1

10.6 (27)1
10.7 (28)

10.8 (32)1

10.9 (6)

10.10(13)

INDEX TO EXHIBITS

Description of Exhibit
Asset Purchase and Redemption Agreement by andbrt@erus Corporation and BioOne Corporation, daseaf Augus
24, 2010.

Amended and Restated Certificate of Incorporatio@erus Corporatio

Certificate of Amendment to the Amended and Redt&rtificate of Incorporation of Cerus Corporati
Amended and Restated Bylaws of Cerus Corpora
Specimen Stock Certificat

Rights Agreement, dated as of November 3, 1998pended as of August 6, 2001, between Cerus Cdipoend Wells
Fargo Bank, N.A. (formerly known as Norwest Banknktsota, N.A.)

Amendment to Rights Agreement, dated as of Oct@BeR009, between Cerus Corporation and Wells FBegik, N.A.
(which includes the form of Rights Certificate agibit B thereto).

Form of 2009 Warrant to Purchase Common St
Form of 2010 Warrant to Purchase Common St
Supply and/or Manufacturing Agreemen

Supply Agreement, dated December 19, 2007, by atwlden Cerus Corporation and Brotech Corporatibfad?urolite
Company.

Supply and Manufacturing Agreement, dated Marc®0D8, by and between Cerus Corporation and Poregotation.

Amended and Restated Manufacturing and Supply Ageeé dated December 12, 2008, by and between Cerus
Corporation and Fenwal, In

Manufacturing and Supply Agreement, dated Septerd®eP008, by and between Cerus Corporation and Al
Biomedical Corporatior

Amended and Restated Supply Agreement, dated &spiémber 1, 2011, between Cerus Corporation ahdsfes/ens Inc
Loan and Security Agreemen
Loan and Security Agreement, by and between Ceougdation and Oxford Finance Corporation, dateddd&1, 2010

First Amendment to Loan and Security Agreementafiy between Cerus Corporation and Oxford Finanepdzation,
dated March 3, 201:

Loan and Security Agreement, dated as of SepteBhe2011, by and between Cerus Corporation and @ocanBank.
Real Estate Lease Agreemet

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

Second Amendment to Standard Industrial/CommeS8iradle-Tenant Leas-Net, dated as of September 18, 2008 betv
Cerus Corporation and California Development,
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Exhibit
Number Description of Exhibit
10.11(22 Letter to California Development, Inc. exercisingiion to extend the lease term from the Second Almemt to Standar
Industrial/Commercial Single-Tenant Lease-Net, da® of September 18, 2008 between Cerus Corporaitid California
Development, Inc
Employment Agreements or Offer Lette
10.12(9)* Offer Letter to Gail Schulze, dated October 15,72(
10.13(14)* Amended and Restated Employment Agreement withsGBassell, dated December 19, 2(
10.14(29)* Employment Letter, by and between Cerus corporatimhWilliam M. Greenman, dated May 12, 20
10.15(23)* Employment Letter, by and between Cerus CorporatihLaurence Corash, dated March 2, 2
10.16(14)* Amended and Restated Employment Agreement with tHb¥a Ervin, dated December 22, 20
10.17(19)* Employment Letter for Kevin D. Green dated May 002.
10.18 * Employment Agreement for Caspar Hogeboom dated iVigy@006
10.19* Promotion Letter for Caspar Hogeboom dated Decerhbe?2009 and executed on September 21, 2
10.20* Addendum to Employment Agreement for Caspar Hogebdated February 17, 201
10.21* Healthcare Contribution Letter for Caspar Hogebalated December 18, 20(
10.22* Home Telephone and Internet Expenses Letter fop&adogeboom dated January 11, 2(
Stock Plans and Related Forn
10.23(1)* 1996 Equity Incentive Pla
10.24(1)* Form of Incentive Stock Option Agreement underB86 Equity Incentive Pla
10.25(1)* Form of Nonstatutory Stock Option Agreement unéier2996 Equity Incentive Pla
10.26(1)* 1996 Employee Stock Purchase P
10.27(3)* 1998 Noi-Officer Stock Option Plar
10.28(4)* 1999 Equity Incentive Plan, adopted April 30, 1988proved by stockholders July 2, 19
10.29(7)* 1999 Nol-Employee Director Stock Option Su-Plan, amended December 4, 20
10.30(11)* 2008 Equity Incentive Plan, approved by stockhaldeme 2, 200¢
10.31(31)* 2008 Equity Incentive Plan, as amended, reapprbyesiockholders June 1, 20:
10.32(16)* Form of Restricted Stock Unit Agreement under tB89Equity Incentive Plan, as amend
Other Compensatory Plans or Agreemel
10.33(23)* Bonus Plan for Senior Management of Cerus Corpgmratis amended March 3, 20
10.34(16)* Cerus Corporation Change of Control Severance BdPlkaih, as amende
10.35(18)* Form of Severance Benefits Agreeme
10.36* 2011 and 2012 Executive Officer Compensation Areangnts
10.37* Non-Employee Director Compensation Poli
Other Material Agreement
10.38(30; At-The-Market-Issuance Sales Agreement, dated June 3, 2011 doyeaween Cerus Corporation and MLV & Co. LL
10.39(33; Amendment to A-The-Marke-Issuance Sales Agreement, dated January 4, 20Ehdigetween Cerus Corporation

MLV & Co. LLC.
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Exhibit
Number

10.40(1)
10.41(17)
10.42(20)
10.43(2)

10.44(22)
10.45(22)1
10.46(8)1

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

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

Series B Preferred Stock Purchase Agreement, dateflJune 30, 1998, by and between Cerus Corporatid Baxter
Healthcare Corporatiol

Restructuring Agreement, dated as of February @520y and among Cerus Corporation, Baxter Heal¢h8aA. and
Baxter Healthcare Corporatic

License Agreement, dated as of February 2, 2008nblyamong Cerus Corporation, Baxter Healthcare &4 Baxte
Healthcare Corporatiol

Commercialization Transition Agreement, dated aBealfruary 12, 2006, by and among Cerus Corporaarter
Healthcare S.A. and Baxter Healthcare Corpora

Computation of Earnings to Fixed Char

List of Registrar’s subsidiaries

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

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

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

Certification of the Principal Executive Officeré@Rrincipal Financial Officer pursuant to Sectid@6®f the Sarban-
Oxley Act of 2002

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docuntr
XBRL Taxonomy Extension Definition Linkbase Docunh
XBRL Taxonomy Extension Label Linkbase Docum

XBRL Taxonomy Extension Presentation Linkbase Doent

T Certain portions of this exhibits are subject wafidential treatment orde
* Compensatory Plai
(1) Incorporated by reference to the -described exhibit to the Registr’'s Registration Statement on Fori-1 (File No. 33-11341) anc
amendments theret
(2) Incorporated by reference to the like-describedl@ito the Registrant’s Current Report on Form gfiled with the SEC on July 22,

1998.

(3) Incorporated by reference to the l-described exhibit to the Registr's Registration Statement on For-8, dated March 24, 199
(4) Incorporated by reference to the l-described exhibit to the Registr’s Registration Statement on For-8, dated August 4, 199
(5) Incorporated by reference to the l-described exhibit to the Registr’'s Registration Statement on For-K, dated November 1.

1999.
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(6) Incorporated by reference to the l-described exhibit to the Registr's Annual Report on Form -K, for the year ended December
2001.
(7) Incorporated by reference to the like-describedteto the Registrant’s Quarterly Report on ForaQ, for the quarter ended
March 31, 2003
(8) Incorporated by reference to the like-describedl@ito the Registrant’s Quarterly Report on ForeRQ, for the quarter ended
March 31, 2006
(9) Incorporated by reference to the l-described exhibit to the Registr's Annual Report on Form -K, for the year ended December
2007.
(10) Incorporated by reference to the -described exhibit to the Registr’'s Quarterly Report on Form -Q, for the quarter ende
March 31, 2008
(11) Incorporated by reference to the like-describedleixto the Registrant’'s Current Report on Form gfiked with the SEC on June 6,
2008.
(12) Incorporated by reference to the like-describedhsto the Registrant’s Current Report on Form gfiled with the SEC on June 19,
2008.
(13) Incorporated by reference to the -described exhibit to the Registr’'s Quarterly Report on Form -Q, for the quarter ende
September 30, 200
(14) Incorporated by reference to the I-described exhibit to the Registr’s Current Report on Forn-K, filed with the SEC ol
December 23, 200!
(15) Incorporated by reference to the like-describedlEto the Registrant’s Annual Report on FormKOfor the year ended December
2008.
(16) Incorporated by reference to the -described exhibit to the Registr’'s Quarterly Report on Form -Q, for the quarter ende
March 31, 2009
(17) Incorporated by reference to the -described exhibit to the Registr’'s Current Report on Forn-K, filed with the SEC on April 3C

(18) I2noc%gr.porated by reference to the like-describedteixto the Registrant’s Current Report on Form gfiled with the SEC on June 1,
(19) I2n0c%grborated by reference to the like-describedl@ikto the Registrant’s Quarterly Report on ForrQ, for the quarter ended June 30,
(20) Izncz:%grborated by reference to the l-described exhibit to the Registr's Current Report on Forn-K, filed with the SEC on August 2
(21) I2noc%gr.porated by reference to the l-described exhibit to the Registr's Current Report on Forn-K, filed with the SEC on October @
(22) I2n0c%grborated by reference to the like-describedl®ito the Registrant’s Annual Report on FormHKOfor the year ended December
(23) Izncz:%gr.porated by reference to the like-describedteixto the Registrant’s Current Report on Form gfiled with the SEC on March 8,
(24) I2noclo?.porated by reference to the l-described exhibit to the Registr’s Quarterly Report on Form -Q, for the quarter ended June
(25) ing:}zrborated by reference to the like-describedl@ito the Registrant’s Current Report on Form gfiled with the SEC on August 30,

(26) Incorporated by reference to the like-describedl@ito the Registrant’s Current Report on Form gfiled with the SEC on
November 12, 201(

(27) Incorporated by reference to the -described exhibit to the Registr’'s Annual Report on Form -K, for the year ended December
2010.

(28) Incorporated by reference to the -described exhibit to the Registr’s Quarterly Report on Form -Q, for the quarter ende
March 31, 2011

(29) Incorporated by reference to the like-describedl@to the Registrant’s Current Report on Form gfiled with the SEC on May 18,
2011.

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

(31) Incorporated by reference to the I-described exhibit to Amendment No. 1 to the Regi¥’'s Quarterly Report on Form -Q/A, for the
guarter ended June 30, 20
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(32) Incorporated by reference to the I-described exhibit to the Registr’'s Quarterly Report on Form -Q, for the quarter ende
September 30, 201

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

(34) Furnished herewith. Pursuant to applicable seegrliws and regulations, the Registrant is deembdyve complied with the reporting
obligation relating to the submission of interaetilata files in such exhibits and is not subjedietuility under any anti-fraud provisions
of the federal securities laws as long as the Ragishas made a good faith attempt to comply tighsubmission requirements and
promptly amends the interactive data files afteoneing aware that the interactive data files falsomply with the submission
requirements. These interactive data files are dedamot filed or part of a registration statemenprarspectus for purposes of Section
or 12 of the Securities Act of 1933, as amendesidaemed not filed for purposes of Section 18 efSkcurities Exchange Act of 1934,
as amended, and otherwise are not subject toitiabitder these section

(35) This certification accompanies the Forn-K to which it relates, is not deemed filed with Becurities and Exchange Commission,
is not incorporated by reference into any filingloé Registrant’s under the Securities Act of 19&3amended, or the Securities
Exchange Act of 1934, as amended (whether madedefafter the date of the Form 10-K), irrespextif any general incorporation
language contained in such filir
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Exhibit 10.18
[CERUS LETTERHEAD]
March 6, 2006
The following employment agreement is concluded
Between
Caspar Hogeboom

Nationality: [omitted]
Date of birth: [omitted]
Country of birth: [omitted]
Place of birth: [omitted]

-Hereinafter calledEmployee-
and
Cerus Europe B.V.
-Hereinafter calle&Employer-

HAVE AGREED AS FOLLOWS:
1 General Terms

The employment agreement will commence on or bdftasch 8, 2006 and is entered into for an indedipieriod of time. Th
Employee will hold the position of Cerus Europe BWanaging Director Europe Intercept Blood Systemtifie Employer

The employment agreement will end in any eventeutmotice being required at the end of the momtivhiich the Employee reach
the age of 6&

The Employee will perform his work accordinglte job-description (attached as Annex [) the Expet has the right to change, within
reasonable boundaries, the-description if the circumstances within the orgatia of the Employer chang

The Employee will perform his work from the BHoyer’s office in Leusden, Holland: The Employerymalocate the Employee’s
workplace if the compar s interest so requir

The normal standard working week has been agrefmit{o(40) hours per week and will run from MondayFriday. The parties ha
also agreed no additional compensation for how<tiployee should work beyond 40 hours per w



2.1

2.2

3.1

4.1

4.2

4.3

4.4

4.5

2 Salary and benefits

The Employee shall be entitled to a gross bakey of EUR 150.000 per year, to be reviewed aliyyand to be paid in 12 equal
monthly installments based on a 40 hour workingkyveelusive of 8% holiday allowanc

The Employee will participate in the Cerus intgional Bonus Plan. His maximum bonus target 2nd an additional stretched
target bonus of 25% of the gross base salary @sedefand, if earned in accordance with the temusanditions of the applicable
Cerus International Bonus Plan, will be paid anlyudlhe granting of the bonus is at the Employedte discretion. The Employee can
in no event lay claim to a bonus that has not getnbgranted. The granting of a bonus in any givear gr during several years will not
create an entitlement for any subsequent y:

3  Holidays

The Employee shall be entitled to 25 days holidawyyear (paid holidays). These days will be takemudue observance of the inter
of the Employer and/or its affiliated companies andonsultation with the Employer. The Employeestrtimely inform the Employer,
in writing, of his wishes with respect to the begirg and end of his holiday peric

4 Travel & Accommodation

For the performance of his work, the Employékpvovide to the Employee a lease car with a rhgntease budget up to EUR
1,365 per month (excluding fuel), yearly indexeith -€onformity with the Cerus guidelines. This amowiil not be part of the annual
gross salary, so will not be taken into accounffemsion funds, holiday allowances, etc. Employ#lenat use the company car for
private purposes

Upon termination of the employment contradf tiie Employee has been placed in non-active serthe Employee will return the
company car to the Employer, together with the kpgpers and other accessories, in good statgaif rat the Employer’s first request.
If the Employee is ill for a period longer thangbrmonths, the Employer will be entitled to suspihieduse of the company car until the
employee resumes wor

Employer will reimburse Employee’s reasonaltiene/fax charges, travel and accommodation cosénwiavelling for company, but
only insofar as that compensation may be providedax free and premium free, pursuant to the taksocial security regulation valid
at any given time. A statement of those expensest bmisubmitted to the Employer prior to the enthefmonth following the month in
which they were incurred. Expenses can be clainpedh submission of the original receipt(s), speaidyihe business-related reason for
which they were incurrec

The Employer will reimburse the Employee for exgendirectly related to the performance of his wbil¢, only insofar as thi
reimbursement may be provided tax free and prenfiaepursuant to the tax and social insurancelbg@s in force at any given tinm

A statement of expenses must be submitted to thadyer prior to the end of the month following tm@nth in which the expens
were incurred. Expenses can be claimed upon sutamissthe original receipt(s), specifying the mes:-related



5.1

5.2

5.3

5.4
55

6.1

7.1
7.2

7.3

reason for which they were incurred. The Employ#éirpay the expenses within one month after the Eyge has claimed them,
provided that the statement of expenses is sufiiigiégéemised.

5 Social Security and benefits allowanc

Social security payments will be processed wittployee’s monthly payroll and will cover contrilmns towards pension,
unemployment benefit, sickness and disability bienemployer's contributions will be automatically deducted frbim regular wage:

In accordance with thZorgverzekeringswe¢Dutch Health Care Insurance Act), Employer wilyphe Tax Authorities on behalf
Employee the incon-related contribution fixed by the authorities egelr.

If the Company or its affiliates establishes anrapgate plan for the provision of any such sersianployee will have an opportun
to enroll in such plar

Employer reserves the right to amend this Articidaterally in the event of any amendment to tiggdiation on health insuranc

In case of death of the Employee while empldyethe Employer, the Employer will pay to the Eoy#e’s legal surviving relative(s)
an indemnity representing four (4) years of hissbasnual salary

6 Pension Insurance

For the duration of the employment agreemaetBmployer will give the Employee the opportundytake out a pension insurance,
subject to the Employer’s prior approval. To thislethe Employer will annually contribute a maximofril0% of the Employees gross
base salary including 8% holiday allowances, paydiiectly to the pension insurer on prior subnoissif the original invoice to the
Employer. The Employee hereby authorises the Engpltyywithhold his/her pension contribution frone thalary, to the extent possible
in equal instalments upon each salary paymentErhployer will arrange for payment of the total pirem to the pension insurer. If a
insofar as tax law and/or the legislation goverrpegsion is amended, the Employer will be entiteednilaterally adapt the pension
clause to bring it into compliance with those anmeadts.

7 Job Performance

The Employee shall perform his j Cerus Europe B.V. Managing Director Europe Intet@&pod Syster’, to the best of his ability

The Employee shall perform his activities & Employer’s office and shall also travel domedijcand abroad if required by the
Employer.

As Cerus Europe B.V. Intercept Managing Diredtte Employee will devote all his professionaidi and attention to the affairs of the
Employer. The Employee is required to do or reffedm doing everything, which a good Employee staio or refrain from doing in
order to promote, develop and extend the busirteb® anterest of the Employer and the companigls which the Employer’s is
affiliated.



7.4

8.1

8.2

8.3

8.4

9.1

9.2

The Employee shall apply his entire know how experience and shall devote the whole of hisgasibnal time, attention and abilities
to the businesses and the affairs of the Employefoa its affiliated companies and shall not eittlieectly or indirectly, be engaged in
any other business, trade or employment unlessthetkexpress written consent of the Emplo

8  Confidentiality

Neither during the term of the employment contramtupon termination thereof may the Employee imf@any third party in any forn
directly or indirectly, of any particulars concergior related to the business conducted by the &yaplor its affiliated companies
including but not limited to technical, financialdbusiness information and models, names of pataeiients or partners, proposed
transactions, reports, plans, market prognosespuatansoftware, databases, data, technical knowledgther confidential proprietary
information concerning the Employer’s businessardgss of whether such information includes afgremce to its confidential nature
or ownership and regardless of how the Employeméshof the particular:

Other than for the benefit of the Employer witthe scope of the normal work, the Employee mag aot copy, compile, merge,
assemble or process information, products or systefrthe Employer or disassemble, reproduce ofatisthe source code of the
computer software included in those products otesys or attempt to deduce the source code of safthigge in any other manne

All items, including but not limited to writtedocuments, computer files and other media andogbpies of these, obtained by the
Employee from or on behalf of the Employer shathaén the property of the Employer or the enterpai§¢iated with the Employer,
respectively

The Employee shall return these items to the Engslow first request or, in the absence of suclyaeast, no later than the day on wt
this Agreement terminate

9 Non-competition Clause

During this Agreement and for a period of 12 morafier the termination of the employment agreemtiiet Employee shall not, withc
prior written permission from the Employer, undkgand/or be engaged in any activities in any waiy any form whatsoever within
the Netherlands, whether in his own name, or bymaeé and/or in collaboration with or in the emplufyother natural or legal persons
which are the same as or similar to the activitiethe Employer or the enterprises affiliated vilie Employer. This includes acquiring
or owning shares or depository receipts for shavbgther or not in his own name, in enterprisesctviciarry on the same or similar
activities as those of the Employer or enterpréféBated with the Employer, excluding shares ciiily listed on a stock exchange not
to exceed 1% of the issued shares of such entest

During the employment agreement, including motjce period and for a period of twelve (12) mandlfiter the termination thereof, the
Employee shall refrain, without the Employer’s pniaritten consent, from soliciting the employmehbo employ any of the Employer
staff and shall refrain any form of business comtéth customers and other business relations@&mployer or enterprises affiliated
with the Employer, even if the initiative for tHisisiness contact comes from these customers aatobre.



9.3  The Employee shall however be free to develhypbaisiness during the 12 months after terminaa®fong as such business does not
compete with and is not in a similar field of arfytltee business that the Employer and/or enterpaffémted to the Employer conduc

9.4  This nor-competition clause will apply to the following coarpes: Gambro, MacoPharma and Grifi

9.5 In consideration of the non-competition and-soficitation obligations under Clauses 9.1 andd.this Agreement, the Employer will
pay the Employee twelve (12) months of gross salangvided that, if the Employer determines atitcretion to shorten the period of
the non-competition and non-solicitation obligaidhen the Employer shall only be required to peyEmployee one month’s gross
salary per month of such restrictiol

9.6 In derogation from Article 7:650 (3-5) of theiioh Civil Code Burgerlijk Wetboel, upon breach of any of the provisions contaimed i
Articles of this agreement, the Employee shalliaklé to the Employer for a penalty which is imnetdiy due and payable of EUR
5,000.— per breach and EUR 500.— for each day dolwduch a breach shall continue, without prejudiicany other rights the
Employer may have by law or under this agreemeetgfloyment

10 lllness and Incapacity for Work

10.1 If the Employee is unable to perform the agnserk due to illness, he will be obliged to infothe Employer thereof before 9 a.m. on
the first day of iliness, stating the reasons,ekgected period of illness and the correct addaesshich he can be reached during that
period. As soon as the Employee knows on what @ayil be able to resume work, he will inform thengloyer thereof immediatel

10.2 If the Employee is unable to perform the agreeckvelrre to iliness, he will remain entitled to conéa payment of wages fol
maximum period of 104 weeks commencing on the ttiérgl of illness or up to the date of terminationttdé employment agreement if
that date is earlier, on the basis of the followgogditions:

0] during the first fifty two weeks of illness the Efapee remains entitled to 100% of the most recemsgbase salary as stipula
in Article 2;

(i) as of the 5rdweek up to and including the 1thweek of illness the Employee remains entitled té %4 the most recent gro
base salary to a maximum of 70% of the maximunydagge within the meaning of Article 9(1) of the tBlu Social Security
Coordination Act ICodrdinatiewet Sociale Verzekering).

(i)  Periods in which the Employee is unable tafpem the agreed work due to illness, pregnancghildbirth will be aggregated if
they follow one another at intervals of less thaur fweeks (Article 7:629(10), of the Dutch Civil €.

10.3 The Employee will have no right to continued payitafrwages during the aforementioned period if &esed the illness intentional
if the illness ensue



from an infirmity about which he gave the Emplofase information when he entered into the emplaynagreement, if he causes an
obstruction of or delay in the recovery processf tire Employee refuses to perform other suitatdek for his Employer or for another
(possibly affiliated) Employe- despite being able to perform that wc

10.4 The Employer will be entitled to postpone continuneje payments pursuant to paragraph 2 above Enffdoyee does not comg
with the Employer’s reasonable instructions, issinedriting, concerning the provision of informatievhich the Employer requires in
order to establish the Employ's right to payment of wage

10.5 The salary will be reduced b

0] the amount of any financial benefit which theyiloyee receives under any statutorily prescrilbedriance or under any
insurance or from any fund that was agreed in sulte from the employment agreeme

(i) the amount of income earned by the Employee, whatk&e or outside of the emplo-employee relationship, from work tk

he has performed in the period during which theremtually agreed work could have been performéxatifhiad not been
prevented from doing s

10.6 If the Employea incapacity for work ensues from an event for Wtdoother is liable, the Employee must provideBheloyer with al
of the relevant information and do everything ie power to enable the Employer to exercise itst iflnecourse within the meaning of
Article 6:107a of the Dutch Civil CodeBurgerlijk Wetboel).]

11 Notice of Termination of Employment

11.1 This employment agreement may be terminated by &yepland Employee by giving not less than 6 monttigen notice by Employe
and 3 months written notice by Employee. In certiioumstances the Employer may terminate your eympént without notice; for
example but not limited to, if an urgent cause wilevery case deemed to exisi

0] the Employee is convicted of criminal offenogher than an offence of a minor nature which dagsnvolve fraud, dishonesty
or bad faith;

(i) the Employe’s use or abuse of alcohol or drugs is such th&t he longer able to discharge his duties to tlenl's company
(i)  the Employee engages in fraudulent or dishonegiwgzirin the course of his services to the ¢’'s company

(iv) the Employee engages in conduct which causesligelg to cause serious harm to the business artegjon of the clier's
company

12 Intellectual Property, Inventions and Patents

12.1 All inventions, developments, processes, plandgdesformulas, specifications, programmes or ahgiomatter or work whatsoeve
including but not limited to any applications tmfect such matters or works, know-how, recordsudamnts, papers (including copies
and summaries thereof), works and any other irtieléd property right related works (“Works”), despkd, discovered, made or
acquired by the Employee in the course of the Egnpémt, either alone or in concert, whether or notrdy normal working hours and
regardless of whether the Emplo’s duties entail the creation of Works, shall, tbgetwith all the worldwide



12.2

12.3

12.4

12.5
12.6

(intellectual property) right, title and interestall the Works, be and at all times remain theohlis and exclusive property of the
Employer.

The Employee hereby irrevocably and unconalitiy waives any and all moral rights in the Woriksas far as such moral rights vest in
the Employee by operation of law, including withdintitation the right to be identified as the autlod any such works and the right not
to have any such works subjected to derogatorynireat.

During the Employment, the Employee shallhfaith disclose to the Employer all Works. The Enygle acknowledges and agrees that
it may not use the Works for any other purpose tbathe Employment. The Employee represents ihété results (including Works)
from the Employee’s Employment do not infringe ugloind party intellectual property rights and/dj {is activities and the results
(including Works) ensuing from its activities iretikourse of the Employment, are not (otherwisegwfll vis-a-vis third parties

Insofar as any Works and / or any worldwid#ustrial and intellectual property rights ensuingre from are not vested in the Employer
by operation of law, the Employee covenants thagheewill, at first request, transfer and, ins&apossible, hereby transfers those
Works rights to the Employer, which transfer isdisr accepted by the Employer. With respect to Warlg any rights thereto which,
for whatever reason, do not belong or can notdresterred to the Employer pursuant to this Cla@sehe Employee grants, and if
possibly hereby grants, the Employer an exclugieepetual, royalty-free, sub-licensable right te ttee Works in the broadest way
which license is hereby accepted by the Emplc

The Employee acknowledges that his salary includasonable compensation for the loss of intellé@nd industrial property right

The Employee shall at the request and cost of thpl&yer (and notwithstanding the termination of énisployment) sign and execute
such documents and do all such acts as the Emploggrreasonably requir

0] to absolutely vest the full right, title and intstén and to the Work

(i) to apply for and obtain in the sole name of the Bygr alone (unless the Employer otherwise dirguétgnt, registered desic
or other protection of any nature whatsoever ipeesof the Works in any country throughout theld@nd, when so obtained
vested, to renew and maintain the sa“Registered Righ”);

to resist any objection or opposition to obtainiagg any petitions or applications for revocatibamy of the Registered Rights;

(iii)  to bring any proceedings for infringementary such any of the Registered Rights; and othergiige effect to the assignments,
waivers or licences contemplated under this Artice

In case the Employee will not be able to providedbove co-operation and/or assistance, the Emplogeeby grants the Employer the
irrevocable power of attorney to represent the Exygx with respect to activities as referred to arigle (i) above.



12.7

13.1

141

14.2

14.3

14.4

The Employer shall decide, in its sole disorgtwhenever to apply for patent, registered desigother protection in respect of the
Works and reserves the right to work any of the M¥@s a secret process in which event the Emplslyak observe the obligations
relating to confidential information which are caimed in Clause 8 of this Agreement. Without prejado the confidentiality
obligations, the Employee may not independentlgldse, reproduce, use, manufacture, bring on thi&ehar sell, lease, deliver or
otherwise trade, offer on behalf of any third padycommission the Work

13 Data Privacy

The Employee expressly and unambiguously etsse the processing (including collection, use kxezal and international
transmission to databases within the Employer grAssociated Companies or third-party contracttossy such data on the
Employer’s behalf) of his personal data. The dadg fve stored in countries outside of the Europeaioy even if such countries may
not offer the same level of data protection anchoibhave laws that regulate the use and transfeeisonal data as stringently. The
Employee may request and obtain access to his ewsopal data (where collected), and correct ontelsiech data (where appropriai

14 Export Control / Foreign Corrupt Practices

The Employee agrees to comply with all applicabied, regulations, and governmental orders of Enéanrd the United States, now
hereafter in effect, relating to his employmently Employer

The Employee confirms that he has read andratabd the provisions of the United States Foré&igrmupt Practices Act (“FCPA”)
prohibiting foreign bribery and improper paymemtsl agrees to fully comply with the FCP

Without limiting the generality of the foreggi the Employee represents and warrants thatiadtaand shall not at any time during
[his/her] employment with the Employer, pay, gige offer or promise to pay or give, any money oy ather thing of value, directly or
indirectly, to, or for the benefit of: (i) any gavenent official, political party, or candidate fpolitical office; or (ii) any other person,
firm, corporation or other entity, with knowleddeat some or all of that money or other thing ofuealvill be paid, given, offered or
promised to a government official, political padiycandidate for political office, for the purpasfeobtaining or retaining any business,
or to obtain any other unfair advantage, in conpaatith the Employe’s business

The Employee acknowledges that the Employeoducts, and all technical data pertaining to ¢hm®ducts, are subject to export
controls under the laws and regulations of England, the United States, including the Export Adstiaition Regulations, 15 C.F.R.
Parts 730-774. During [his/her] employment with Eraployer, the Employee shall comply strictly wétt such export controls, and,
without limiting the generality of this Paragraphe Employee shall not export, reexport, transfatigert any of the Employer produc
and technical data pertaining to such Employer pets] or any direct product thereof to any destimatend-use or end-user that is
prohibited or restricted under United States exportrol laws and regulations, except as specifi@lthorised by the United States
Department of Commerce. The Employee’s obligatiomder this Paragraph shall survive the expiratioteonination of this
Agreement



15 Amendments

The Employer has the right to unilaterally ameralghovisions contained in this employment agreeritecase it has a
considerable/weighty interest to do so that isuahsa nature that the Employsénterests, insofar as they are harmed by the dmeimnt
in all reasonableness and fairness must yieldedethployer’s interest.

(De werkgever is bevoegd om de in deze arbeidsemkmmst voorkomende voorwaarden eenzijdig te wéjziindien en voorover
werkgever bij die wijziging een zodanig zwaarwighbelang heeft dat het belang van werknemer, veerzdat door de wijziging wort
geschaad, daarvoor naar maatstaven van redelijeindidlijkheid moet wijken.)

Amongst others, but not limited to, this considégakeighty interest may exist, in case of a chaofgeontrol or a transfer of the
undertaking or a part thereof in the meaning af &862 of the Civil Code.

16 Governing law
This employment agreement shall be governed bycandtrued in accordance with the laws of the Né&thes.

17 Final provision
With due consideration of Article Ido amendment and/or addition to this employment agesishall have any force or effect unles
is in writing and signed by the parties and exgyesferred to as being an amendment to this Ageegm

As agreed and signed in duplicate in Leusden, orcMéth , 2006

/s/ William M. Greenman /sl Caspar Hogeboom
William M. Greenmar Caspar Hogebool
(Employer) (Employee)




Annex |



Exhibit 10.19
[CERUS LETTERHEAD]
December 11, 2009

Caspar Hogeboom
[Home Address Omitted]

Dear Caspar;

On behalf of Cerus Europe B.V. (the “Employer”)isita pleasure to offer you the new position of Biging Director, Cerus Europe, reporting
to Claes Glassell, President and CEO, Cerus Cdipora

You were chosen for this position because of yaadiications, proven performance in your curresterand your contributions to Cerus. You
were also offered this position because of Cerushg commitment for providing employees with léaghand career opportunities whenever
possible.

Due to this promotion, and in line with the decisiif Cerus Europe B.V. Board of Directors on Novem®, 2008, effective November 1,
2008, your employment agreement dated March 6, 2006e amended as follows:

Clause 1.1, 2d sentence (General Termis)amended to read as follows:
The Employee will hold the position of Managing &itor, Cerus Europe for the Employer.
Clause 2.1 (Salary and benefitds amended to read as follows:

The Employee shall be entitled to a gross baseysafeEUR 200.000 per year, to be reviewed annuadlgl to be paid in 12 equal monthly
installments of EU 16.666,67 based on a 40 houkingrweek, inclusive of an 8% holiday allowance.

Clause 2.2 (Salary and benefitss amended to read as follows:

For the fiscal year ended December 31, 2008, thel&me’s maximum cash bonus target is 35% of hée lgross salary and will be paid
annually, if earned, as per the Employer’s standaidelines and depending upon business resulighEavoidance of doubt, the 2008 bonus
plan will remain in place, and be calculated thfo@gtober 31, 2008. The Employee will receive a bewus plan for the fiscal year ending
2009. The granting of the bonus is at the Emplaydiscretion. The Employee can in no event layntlai a bonus that has not yet been
granted. The granting of a bonus in any given peaturing several years will not create an entidatrfor any subsequent years.

1



Clause 9 (Non-competition Clauseis replaced to read as follows:

1. During this Agreement and for a period of 12 therafter the termination of the employment, theplryee shall not, without prior written
permission from the Employer, undertake and/orfmaged in any activities in any way or in any fammatsoever within the Netherlands,
whether in his own name, or by means of and/opltaboration with or in the employ or other natuvalegal persons which are the same as or
similar to the activities of the Employer or theemprises affiliated with the Employer. This inckgdacquiring or owning shares or depository
receipts for shares, whether or not in his own namenterprises affiliated with the Employer, exdihg shares officially listed on a stock
exchange not to exceed 1% of the issued sharegbfenterprises.

2. During the employment agreement, including aotyce periods and for a period of twelve (12) mardlfter the termination thereof, the
Employee shall refrain, without the Employer’s pnieritten consent, from soliciting the employmehbo employ any of the Employer staff
and shall refrain any form of business contact wiktumers and other business relations of the &rapbr enterprises affiliated with the
Employer, even if the initiative for this businesmtact comes from these customers and relations.

3. The Employee shall however be free to develgpbaisiness during the twelve (12) months after ieation as long as the business does not
compete with and is not in a similar field of arfyttee business that the Employer and/or enterpfi$igated to the Employer conducts.

4. This non-competition clause will apply to théldaing companies: Caridian BCT, MacoPharma, Ocgapta and Grifols.

5. In consideration for the non-competition and-solicitation obligations under Clauses 9.1 andd.this Agreement, the Employer will pay
the Employee twelve (12) months of gross salargyidied that, if the Employer determines at its @ition to shorten the period of the non-
competition and non-solicitation obligations, tthe Employer shall only be required to pay the Emeé one month’s gross salary per month
of such restriction.

Caspar, your desire to excel and contribute tatmpany will continue to help make Cerus a success!

Sincerely,

/s/ Claes Glasse
Claes Glasse
President and CE!

Approved and Acceptt /s/ Caspar Hogeboom Date 21-09-2010
Caspar Hogebool




Exhibit 10.2C
ADDENDUM TO EMPLOYMENT AGREEMENT
THE UNDERSIGNED:

The limited liability companyCERUS EUROPE B.V,having its corporate seat in Leusden, The Nethdslawith office address at
Stationsstraat 79-d, 3811 MH Amersfoort, the Nd#mets, duly represented by its Managing Director, ®J.R. Glassell ‘Cerus Europe’);

AND
Mr. C.J. HOGEBOOM, residing at [Home Address OmittedMr. Hogeboom’ );

Cerus Europe and Mr. Hogeboom may be referredreirredfter individually as &arty’ and jointly as theParties’ ;

WHEREAS:
a. Mr. Hogeboom entered into the service of Cerus peir@n March 8, 2006 and lastly fulfilled the pasitiof Managing Directol

b.  Mr. Hogeboom has been appointed as managingtadirender the articles of association of Cerusoper(* statutair bestuurder ”) on
23 March 2006

c. Mr. Hogeboom resigned per 17 February 2011 fronstaitutory position as Managing Director of Cerusdpe. Cerus Corporation,
sole shareholder of Cerus Europe, accepted thgnaggin of Mr. Hogeboom and granted him an honderdischarge as managing
director of Cerus Europe per the resignation ¢

d. Parties agree to preserve all rights containédri Hogeboom'’s existing employment arrangemeaitti®s subsequently will continue the
employment agreement under the same conditionspfagyment (as included in the employment contrated March 6, 2006, and the
amendments as inserted in the letter of Decemhe29, attached to this Addendum as Annéxiut with the sole exception of
Mr. Hogeboor's position, which will be calle*Titular Directo” (in Dutch:* Algemeen DirecteL”).
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HAVE AGREED AS FOLLOWS:

1

The employment relationship between parties auaititinue after 17 February 2011 and Mr. Hogeboothfwifil the position of “Titular
Director” (in Dutch: “Algemeen Directeut). Within the group Cerus Europe belongs to, giosition may also be named: “General
Manage”.

The employment conditions as included in the emplexyt contract dated March 6, 2006, and the amentdnasrinserted in the letter
December 11, 2009, will remain in full force withetsole exception of Mr. Hogebo’s position.

During the employment agreement between pantidsa a period of 12 months after the terminatibthe employment, Mr. Hogeboom
shall not, without prior written permission from1@s Europe, undertake and/or be engaged in anyitegithat in any way or any form
whatsoever within the Netherlands, whether in hie @ame, or by means of and/or in collaboratiomwit in the employ or other natural
or legal persons which are the same as or sinailtiré activities of Cerus Europe or the enterprigéiated with Cerus Europe. This
includes acquiring or owning shares or depositeceipts for shares, whether or not in his own namenterprises affiliated with Cerus
Europe, excluding shares officially listed on acktexchange not to exceed 1% of the issued shamesh enterprise:

During the employment agreement, including anyasogieriods and for a period of twelve (12) monftardhe termination thereof,
Mr. Hogeboom shall refrain, without Cerus Europga'®r written consent, from soliciting the employm@f or employ any of Cerus
Europe staff and shall refrain any form of businemstact with customers and other business relsidiCerus Europe or enterprises
affiliated with Cerus Europe, even if the initiaifor this business contact comes from these cus®and relations.

Mr. Hogeboom shall however be free to develop amsjirtess during the twelve (12) months after tertivneas long as the business does
not compete with and is not in a similar field ofyaof the business that Cerus Europe and/or ergerpffiliated to Cerus Europe
conducts.

This non-competition clause will apply to the falimg companies: Caridian BCT, Maco- Pharma, Octoplasgand Grifols.

In consideration for the non-competition and nolegiation obligations under this Clause (ClauseGgrus Europe will pay

Mr. Hogeboom twelve (12) months of gross salargyjated that, if Cerus Europe determines at itsrdisan to shorten the period of the
noncompetition and non-solicitation obligationgntCerus Europe shall only be required to pay Migéboom one month’s gross salary
per month of such restriction.

To the extent permitted by law, Parties waive tghats under Articles 6;265 to 6:272 inclusive of thutch Civil Code to rescir
(‘ontbinder), or demand in leg:
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5  This Agreement constitutes a settlement agreernrvaststellingsovereenkorr) in accordance with article 7:900 Civil CodBW).

6 This Addendum is governed by Dutch law. Any dispin connection with this Addendum shall finaly dedtled before the competent
court of Amsterdam, the Netherlan

Drawn up in two originals and signed on 17 Febri¥1, each Party acknowledging having receivedsigreed copy of this Addendum.

For Cerus Europe B.\

/s/ Mr. C.J.R. Glassell /s/ Mr. Hogeboom

Mr. C.J.R. Glasse Mr. Hogeboorr
33



Exhibit 10.21
[CERUS LETTERHEAD]
December 18, 2007

De heer C. Hogeboom
[Home Address Omitted]

Ref: 2007-12-18.001 ST, Side letter contract
Dear Caspar,

In line with the agreements made at the time of yrtival at Cerus, | hereby confirm that Cerud pély for the premiums for the healthcare
insurance for yourself, your wife and children amdhe actual paid amount to the health insuraooepany.

| trust that this letter confirms the agreementiieramade.
If you have any additional questions, please dbe&itate to contact me.

Kind regards,

/s/ Obi Greenman
Obi Greenmat
President Cerus Europe B.




Exhibit 10.22
[CERUS LETTERHEAD]

Mr. C.J. Hogeboom
[Home Address Omitted]

Amersfoort, 110 January 2012
Dear Caspar,

This letter is to formalize that Cerus Europe Bagreed to pay your home telephone and internetnsgseupon your commencement date of
employment, being 8 March 2006.

Kind regards,
Cerus Europe B.V.

/s/ William Greenmal
William “Obi” Greenmar
Director




Exhibit 10.3€
2011 and 2012 Executive Officer Compensation Arrarements

The compensation for the executive officers of GeZorporation regarding annual base salaries agdttaonus percentages were as
follows:

2011 2012
Targeted Bonus Targeted Bonus
2011 2012
Annual Base (as a % of 201: Annual Base (as a % of 201:
Annual Base Annual Base
Name Salary (1 Salary) Salary @ Salary)
Claes Glasselp)
Former President and Chief Executive Offi $ 500,00( 60% — —
William M. Greenmari¥
President and Chief Executive Offic $ 415,00( 60% $ 475,00( 60%
Laurence M. Corash, M.L
Senior Vice President, Chief Scientific Offi $ 378,75! 35% $ 390,11: 35%
Howard G. Ervir
Vice President, Legal Affairs and Chief Legal GHfi $ 317,76 35% $ 327,29 35%
Kevin D. Greer
Vice President, Finance and Chief Accounting Off $ 242,00( 35% $ 263,78( 35%
Caspar Hogeboor®
President, Cerus Europe B.® $ 286,83: 35% $ 290,93t 35%

(1) Annual base salary was effective March 1, 2011epkfor Mr. Greenman, as discussed in footnoteldwhe

(2) Annual base salary was effective March 1, 2(

(3) Mr. Glassell resigned as President and Chief Exez@fficer effective April 18, 2011

(4) Mr. Greenman became President and Chief Exex@ificer effective April 18, 2011. Prior to higle as President and Chief Executive
Officer, Mr. Greenman served as the Company’s 3afite President, Business Development & Marketing Chief Business Officer,
with an annual base salary of $321,360 and a t&amis percentage of 35%, effective March 1, 2

(5) Mr. Hogeboom’s annual base salary has beenestet/from Euros to United States dollar. Mr. Hagai's 2011 annual base salary of
€206,000 has been converted from Euros to UnitegtStiollar by applying an average exchange ra€d @b $1.3924 for the year ended
December 31, 2011. Mr. Hogeboom’s 2012 annual balsey of €224,540 has been converted from Eurdnited States dollar using
the exchange rate €1 to $1.2957, which was the exchange rate in effeddecember 31, 201

(6) Mr. Hogeboor's title changed from General Manager, Cerus Euroesident, Cerus Europe B.V., effective MarcB12.



Exhibit 10.37

Cerus Corporation
Amended and Restated Non-Employee Director Compensan Policy
Effective: January 1, 2012

Each member of the Board of Directors (thedard ”) who is not also serving as an employee of C&arporation (“Cerus”) or any of
its affiliates (each such member, Bitector ) will receive the following compensation for his her Board service:

Annual Cash Compensation

The annual cash compensation amount set forth bislpayable in equal quarterly installments, pagabladvance during the first 30
days of each quarter in which the service will actiua Director joins the Board at a time otheartteffective as of the first day of the calendar
year, each element of the annual cash compenssatdorth below will be pi-rated based on days served in the applicable datgrear, with
the pro-rated amount paid for the first quartewhich the Director provides the service (payablelater than 30 days after the Director
commences such service), and regular full quaraiyments thereafter The annual cash compensati@sted upon payment

1. Annual Cash Retainer:

a. Chairman of the Board: $57,5!

b. All other Directors: $35,00
2. Committee Chair Service Fee:

a. Chairman of the Audit Committee: $26,0

b. Chairman of the Compensation Committee: $12

C. Chairman of the Nominating and Corporate Govern&@mamittee: $10,00
3. Committee Member (non-Chair) Service Fee:

a. Audit Committee: $13,00

b. Compensation Committee: $8,0

C. Nominating and Corporate Governance Committee:0RE

Equity Compensation

The equity compensation set forth below will bergea under the Cerus Corporation 2008 Equity IrigcerRlan (the “Plan”). All stock
options granted under this policy will be non-staty stock options, with an exercise price per shegqual to 100% of the “Fair Market
Value” (as defined in the Plan) of the underlyingr@ common stock on the date of grant, and a ¢émot more than ten (10) years from the
date of grant. All stock options granted under this



policy will be made automatically in accordancehathie terms of this policy and the Plan, withowt tieed for any additional corporate action
by the Board or the Compensation Committee of thar8. All equity awards granted under this Polidyy become fully vested as of
immediately prior to a “Change in Control” (as aefil in the Plan), subject to the Director’s “Countins Service” (as defined in the Plan) as of
such time.

1. Initial Grant: On the date of the Director’s initial election teetBoard (or, if such date is not a market tradiag, the first market
trading day thereafter), the Director will be getha stock option for 25,000 shares of Cerus comstaok, with such option vesting in forty-
eight (48) equal monthly installments, such thatdption is fully vested on the fourth anniversafyhe date of grant, subject to the Director’'s
Continuous Service.

2. Annual Grant: On the first market trading day of each calendaryeach Director will be granted a stock optiontfee number of
shares of Cerus common stock set forth below, stitth option vesting in twelve (12) equal monthistaliments on the last day of each month
(with the first such vesting date being the last dfthe month in which such option was grantedstinat the option is fully vested on
December 31 of the year in which such option wasitgd, subject to the Director’s Continuous Service

a. Chairman of the Board: 32,500 shar
b. All other Directors: 25,000 share

* In the case of the first annual grant to a Dioecthis number of shares will be pro-rated basethe number of days served as a Director in
his or her first calendar year of service as a@@ine For example, if an individual commenced semas a Director on July 1, 2012, he will
receive an annual grant on January 2, 2013 cov@2ris00 share-i.e., 50% of the 25,000 annual gre

2.



Exhibit 12.1

STATEMENT REGARDING COMPUTATION OF RATIO OF EARNING TO FIXED CHARGES AND
RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND PREERRED STOCK DIVIDENDS
(in thousands, except ratios)

The following table sets forth our ratio of earrsrtg fixed charges and our ratio of earnings tolwioaed fixed charges and preferred st
dividends for the years ended December 31, 20018,28009, 2010 and 2011. As the ratios of earniodixed charges and earnings to
combined fixed charges and preferred stock dividéndicate less than one-to-one coverage for thesyended December 31, 2007, 2008,
2009, 2010, and 2011, we have provided the covetafieiency amounts for those periods. Earninggfegesum of (i) loss from continuing
operations before losses from equity affiliates éi) fixed charges, less (i) interest capitalizEtked charges are the sum of (i) interest
expensed and capitalized, (ii) amortization of taljzied expenses related to indebtedness, anédgiiinate of interest within rental expense.

Year Ended December 31

2007 2008 2009 2010 2011

Loss from continuing operations before income t& $(39,100 $(29,18)) $(24,13") $(16,91) $(16,987)
Plus: Fixed charge 287 25¢E 17¢ 86& 1,11¢(
Less: Interest capitalize — — — 1,47¢ 1,03¢
Earnings, as adjuste $(38,817) $(28,92¢) $(23,95¢) $(17,52)) $(16,91)
Fixed charge 28€ 25k 17¢ 86& 1,11C
Total fixed charge $ 28€ $ 25t $  1v¢ $ 86F $ 1,11(
Preferred stock dividenc — — — — —
Ratio of earnings to fixed charg — — — — —
Ratio of earnings to combined fixed charges anéepeered stock

dividends — — — — —
Deficiency of earnings available to cover fixed icies (38,52) (28,67)) (23,777 (16,656 (15,80))
Deficiency of earnings available to cover fixed es and preferred

stock dividend: $(38,52) $(28,67)) $(23,77) $(16,65¢) $(15,80))

* Excluding losses from minority interest and incoloss from equity investee



Exhibit 21.1

Cerus Corporation
Subsidiaries of the Registrant

Legal Name Jurisdiction of Formation
Cerus Europe B.V Netherland:




Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference irRbgistration Statements on Forms S-8 (Nos. 3334%,7333-152680, 333-145007, 333-
136452, 333-127541, 333-125043, 333-109170, 33542233-63132, 333-42588, 333-84497, 333-74991383d27097) of Cerus
Corporation pertaining to the 1996 Equity Incent®lan, Employee Stock Purchase Plan, 1998 Non-@ffitock Option Plan, 1999 Equity
Incentive Plan and 2008 Equity Incentive Plan, mnthe Registration Statements on Form S-3 (No3-38®3181, 333-47224, 333-61460, 333-
61910, 333-75413, 333-72185 and 333-178480) anckthted Prospectuses of Cerus Corporation ofeports dated March 5, 2012, with
respect to the financial statements of Cerus Catjmr and the effectiveness of internal controlrdireancial reporting of Cerus Corporation,
included in this Annual Report (Form 10-K) for thear ended December 31, 2011.

/sl ERNST & YOUNG LLF

San Jose, California
March 5, 2012



Exhibit 31.1
CERTIFICATION

I, William M. Greenman, certify that:
1. | have reviewed this annual report on Forr-K of Cerus Corporatior

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or angttate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to
the period covered by this repc

3. Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdthe periods presented in this
report;

4. The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contanld procedures (i
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirg @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made
known to us by others within those entities, paftidy during the period in which this report isifige prepared

b. Designed such internal control over financial reéjpgr, or caused such internal control over finah@gorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataroece with generally accepted accounting princjj

C. Evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions
about the effectiveness of the disclosure conantsprocedures, as of the end of the period cougrehis report based on
such evaluation; an

d. Disclosed in this report any change in the tegig’s internal control over financial reportirftat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaff, the registra’s internal control over financial reporting; &

5.  The registrar's other certifying officer and | have disclosedsdzhon our most recent evaluation of internal aymver financia
reporting, to the registrant’s auditors and theiteemnmittee of the registrant’s board of directfws persons performing the
equivalent functions)

a. All significant deficiencies and material weagses in the design or operation of internal cordvelr financial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaard report financial
information; anc

b. Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the
registran’s internal control over financial reportir

Date: March 5, 2012

/sl WILLIAM M. GREENMAN
William M. Greenman
Chief Executive Officer
(Principal Executive Officer)




Exhibit 31.2
CERTIFICATION

I, Kevin D. Green, certify that:
1. | have reviewed this annual report on Forr-K of Cerus Corporatior

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or angttate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to
the period covered by this repc

3. Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdthe periods presented in this
report;

4. The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contanld procedures (i
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirg @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made
known to us by others within those entities, paftidy during the period in which this report isifige prepared

b. Designed such internal control over financial reéjpgr, or caused such internal control over finah@gorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataroece with generally accepted accounting princjj

C. Evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions
about the effectiveness of the disclosure conantsprocedures, as of the end of the period cougrehis report based on
such evaluation; an

d. Disclosed in this report any change in the tegig’s internal control over financial reportirftat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaff, the registra’s internal control over financial reporting; &

5.  The registrar's other certifying officer and | have disclosedsdzhon our most recent evaluation of internal aymver financia
reporting, to the registrant’s auditors and theiteemnmittee of the registrant’s board of directfws persons performing the
equivalent functions)

a. All significant deficiencies and material weagses in the design or operation of internal cordvelr financial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaard report financial
information; anc

b. Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the
registran’s internal control over financial reportir

Date: March 5, 2012

/s/  KEVIN D. GREEN
Kevin D. Green
Chief Accounting Officer
(Principal Financial Officer)




Exhibit 32.1

CERTIFICATION

Pursuant to the requirement set forth in Rule 18¢)lof the Securities Exchange Act of 1934, asrated (the “Exchange Act”), and
Section 1350 of Chapter 63 of Title 18 of the Udi&tates Code (18 U.S.C. § 1350), William M. Greanpthe Chief Executive Officer of
Cerus Corporation (the “Company”) and Kevin D. Grele Chief Accounting Officer of the Company,étgr certify that, to the best of their
knowledge:

1. The Company’s Annual Report on Form 10-K for pleeiod ended December 31, 2011, and to whichQhitification is attached
as Exhibit 32.1 (the “Annual Report”), fully come# with the requirements of Section 13(a) or Sacts(d) of the Exchange Act, and

2. The information contained in the Annual Repaitly presents, in all material respects, the faahcondition and results of
operations of the Company.

IN WITNESS WHEREOF, the undersigned have set thaids hereto as of the 5th day of March, 2012.

/s/  WILLIAM M. GREENMAN /s/ KEVIN D. GREEN
William M. Greenman Kevin D. Green
Chief Executive Officer Chief Accounting Officer
(Principal Executive Officer) (Principal Financial Officer)

This certification accompanies the Form 10-K toathit relates, is not deemed filed with the Se@siand Exchange Commission and is
not to be incorporated by reference into any fildigerus Corporation under the Securities Act383, as amended, or the Securities
Exchange Act of 1934, as amended (whether madedefafter the date of the Form KJ;irrespective of any general incorporation laage
contained in such filing



