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Item 5.  Other Events.  

On June 5, 2003, Cerus Corporation (the “Company”) and Morgan Stanley & Co. Incorporated (“Morgan Stanley”) entered into an underwriting 
agreement (the “Underwriting Agreement”) pursuant to which the Company issued and sold to Morgan Stanley 6,000,000 shares of the 
Company’s common stock and granted to Morgan Stanley an over-allotment option for an additional 900,000 shares (the “Offering”).  The 
Underwriting Agreement is attached hereto as Exhibit 1.1.  
   
On June 6, 2003, the Company announced gross proceeds in the Offering, before expenses and not including possible proceeds in connection 
with the exercise of the over-allotment option, of $54,300,000.  A copy of the Company’s press release is attached as Exhibit 99.1 hereto and is 
incorporated herein by reference.  

The Company hereby updates its Risk Factors as follows:  
   

RISK FACTORS  
   
                Investing in our common stock involves a high degree of risk. You should carefully consider the following risk factors and all other 
information contained in this prospectus supplement and the accompanying prospectus and incorporated by reference into the accompanying 
prospectus before purchasing our common stock. The risks and uncertainties described below are not the only ones facing us. Additional risks 
and uncertainties that we are unaware of, or that we currently deem immaterial, also may become important factors that affect us. If any of the 
following risks occur, our business, financial condition or results of operations could be materially and adversely affected. In that case, the 
trading price of our common stock could decline, and you may lose some or all of your investment.  
   
Risks Related to Our Business  
   

If our pre-clinical and clinical trials are not successful or the data are not considered sufficient by regulatory authorities to grant 
marketing approval, Baxter and we will be unable to commercialize our products and generate revenue.  
   

Except for the INTERCEPT Blood System for platelets, which is approved for sale in Europe and Canada, we have no products that 
have received regulatory approval for commercial sale. Our product candidates are in various stages of development, and we face the risks of 
failure inherent in developing medical devices and biotechnology products based on new technologies. Our products must satisfy rigorous 
standards of safety and efficacy before the United States Food and Drug Administration and international regulatory authorities can approve 
them for commercial use. Our INTERCEPT Blood System and stem cell transplantation programs are undergoing clinical testing. We must 
provide the FDA and foreign regulatory authorities with pre-clinical, clinical and manufacturing data that demonstrate our products are safe, 
effective and in compliance with government regulations before the products can be approved for commercial sale.  
   

In 2002, the INTERCEPT Blood System for platelets received CE Mark approval in Europe. Our development and marketing partner, 
Baxter Healthcare Corporation, will need to complete validation studies and obtain reimbursement approvals in some individual European 
countries to market our products in those countries. In certain countries, including the United Kingdom, France and Germany, the system must 
be approved for purchase or use by a specific governmental or non-governmental (such as the Paul Ehrlich Institute in Germany) entity or 
entities in order for it to be adopted by a specific customer. The level of additional product testing varies by country, but could take more than a 
year to complete after CE Mark approval. We completed our Phase III clinical trial of the INTERCEPT Blood System for platelets in the United 
States in March 2001 and have submitted data from this trial, along with several other modules of our pre-market approval application, to the 
FDA. We plan to perform additional analyses of the clinical trial data and conduct an additional clinical trial to provide supplemental data.  Data 
from the additional analyses and supplemental clinical trial will need to be submitted to the FDA before we can complete our regulatory 
submission. We have completed Phase IIIa and Phase IIIb clinical trials of the INTERCEPT Blood System for plasma in the United States and 
are conducting a Phase IIIc clinical trial. We are conducting Phase III clinical trials of INTERCEPT red blood cells in the United States. Our 
allogeneic cellular immune therapy (referred to as ACIT) program, designed to improve the outcome of bone marrow transplantation procedures 
through use of T-cells treated with the Helinx technology, is in Phase I clinical trials in the United States. Last, our Epstein-Barr virus (referred 
to as EBV) cellular vaccine program is in a Phase I clinical trial in the United States. We will have to conduct significant additional research and 
pre-clinical (animal) and clinical (human) testing before we can file additional applications for product approval with the FDA and foreign 
regulatory authorities. Clinical trials in particular are expensive and have a high risk of failure. In addition, to compete effectively, our products 
must be easy to use, cost-effective and economical to manufacture on a commercial scale. Any of our product candidates may fail in the testing 
phase or may not attain market acceptance, which could prevent us from achieving profitability.  
   

   
   

 



   
It may take us several years to complete our clinical testing, and failure can occur at any stage of testing. We cannot rely on interim 

results of trials to predict their final results, and acceptable results in early trials might not be repeated in later trials. Any trial may fail to 
produce results satisfactory to the FDA or foreign regulatory authorities. Pre-clinical and clinical data can be interpreted in different ways, which 
could delay, limit or prevent regulatory approval. Negative or inconclusive results from a pre-clinical study or clinical trial or adverse medical 
events during a clinical trial could cause a pre-clinical study or clinical trial to be repeated, require other studies to be performed or cause a 
program to be terminated, even if other studies or trials relating to a program are successful.  
   

We may fail to complete our clinical trials on time or be unable to complete the trials at all.  
   

Significant clinical trial delays would impair our ability to commercialize our products and could allow competitors to bring products to 
market before we do. Some of our clinical trials involve patient groups with rare medical conditions, which has in the past made, and may 
continue to make, it difficult to identify and enroll a sufficient number of patients to complete the trials on time. Our Phase III clinical trials of 
the INTERCEPT Blood System for red blood cells involve patient groups that include a significant percentage of children, which has made, and 
may continue to make, it difficult to obtain consent to enroll these patients in our trials. Other factors, including the unavailability of blood 
products or delays in the supply of clinical product material, could also delay our clinical trials. Clinical trials of our ACIT and EBV vaccine 
programs are sponsored by other organizations, which will further reduce our ability to control the progress of these trials. Our product 
development costs will increase if we have additional delays in testing or approvals.  
   

We are using prototype components in our pre-clinical studies and clinical trials and have not completed the components’ 
commercial design.  
   

If we fail to develop commercial versions of the systems on schedule, our potential revenue would be delayed or diminished and our 
competitors may be able to bring products to market before we do. The system disposables and instruments we use in our pre-clinical studies and 
clinical trials are prototypes of those to be used in the final products. As a result, we plan to perform studies, both pre-clinical and clinical, to 
demonstrate the acceptability of the commercial configuration and the equivalence of the prototype and the commercial design. However, 
regulatory authorities may require us to perform additional studies, both pre-clinical and clinical, using the commercial versions of the systems, 
which may increase our expenses and delay the commercialization of our products.  
   

In addition, the design and engineering effort required to complete the final commercial product is substantial and time-consuming. As 
with any complex development effort, we expect to encounter design, engineering and manufacturing issues. Such issues have previously arisen, 
sometimes unexpectedly, and solutions to these issues have not always been readily forthcoming. For example, in the system for plasma, fluid 
leakage was discovered in some components during the scale-up process for commercial manufacturing, resulting in a delay in expected 
commercialization. The solution to this issue remains under study, and the time required to identify and implement a solution remains uncertain. 
Additional unforeseen design, engineering and manufacturing issues may arise in the future, which could increase the development cost and 
delay commercialization of our products.  
   

Because our product candidates have not been manufactured on a commercial scale, we face manufacturing uncertainties that 
could limit their commercialization. If our third-party manufacturers fail to produce our compounds and other product components 
satisfactorily and in sufficient quantities, we may incur delays, shortfalls and additional expenses.  
   

Our product candidates, including many of the components, have never been manufactured on a commercial scale. We intend to use 
third-party manufacturers to produce commercial quantities of the chemical compounds and other components to be used in our products. These 
compounds and other components have never been produced in commercial quantities. We have an agreement with a manufacturer to produce 
commercial quantities of amotosalen, which is the compound used in our platelet and plasma systems. We currently do not have any other third-
party manufacturing agreements in place for commercial production of other compounds or components. Any additional commercial 
manufacturer will need to develop new methods and processes to manufacture these compounds on a commercial scale and demonstrate to us, 
the FDA and foreign regulatory  

   
   
   

 



   
authorities that its commercial scale manufacturing processes comply with government regulations. It may be difficult or impossible to 
economically manufacture our products on a commercial scale.  
   

A limited number of suppliers manufacture our inactivation compounds for our use in product development, including clinical trials. 
We are pursuing contracts with manufacturers to produce intermediates to our S-303 compound, which is used in our red blood cell system, and 
to produce S-303 itself. If any of these manufacturers cannot produce our compounds in the required quantities or to the required standards, we 
may face delays and shortfalls before we are able to identify alternate or additional manufacturers to meet these requirements. Contracts have not 
yet been signed for the long-term supply in commercial quantities of the compounds used in our red blood cell system. While alternative 
suppliers for the inactivation compounds exist, any new manufacturer will have to prove both to us and to the FDA and foreign regulatory 
authorities that its manufacturing process complies with government regulations. Identifying and qualifying such new suppliers could be 
expensive and time-consuming.  
   

Baxter is responsible for manufacturing and assembling our pathogen inactivation systems. Baxter intends to rely on third parties to 
manufacture and assemble some of the system components, many of which are customized and have not been manufactured on a commercial 
scale. Baxter has not produced the pathogen inactivation systems in commercial quantities and may not be able to manufacture and assemble 
them, or do so economically. In the United States, studies related to the platelet system disposable and compound manufacturing need to be 
completed and included in FDA submissions before the FDA would consider the applications for approval. Efforts to modify the design for 
manufacturing of our plasma system continue, and the timing of our regulatory submission for the plasma system is dependent on the successful 
completion of this design, which is uncertain.  
   

Baxter has advised us that it intends to purchase certain key components of the pathogen inactivation systems from a limited number of 
suppliers. Contracts for the long-term supply of certain components have not yet been signed. While we believe there are alternative suppliers for 
these components, it would be expensive and time-consuming to establish additional or replacement suppliers for these components. If Baxter 
were unable to find adequate suppliers for these components, we may be required to redesign the systems, which could lead to additional testing 
and clinical trials. If we were required to redesign the products, our development costs would increase, and our programs could be delayed 
significantly.  
   

We will need to establish a sufficient shelf life for the components of our products before the FDA will approve our products for 
sale.  
   

Product stability studies to establish the shelf life of our system disposables have not yet demonstrated a sufficient shelf life. Certain 
platelet and plasma system disposables and packaging are being redesigned, and product stability will need to be validated through additional 
studies, which are expensive and time consuming. If sufficient shelf life cannot be demonstrated, the products may not achieve customer 
acceptance and may not receive regulatory approval in the United States.  
   

Our products may not achieve acceptance in, or be rapidly adopted by, the health care community.  
   

Even if our product candidates receive regulatory approval for commercial sale, physicians, patients and healthcare payors may not 
believe that the benefits of using our systems justify their additional cost, because the blood supply has become safer or for other reasons. 
Baxter’s ability to successfully commercialize our products will depend in part on the availability of adequate reimbursement for product costs 
and related treatment of blood components from governmental authorities and private health care insurers (including health maintenance 
organizations), which are increasingly attempting to contain health care costs by limiting both the extent of coverage and the reimbursement rate 
for new tests and treatments. In addition, our products do not inactivate all known pathogens, and the inability of our systems to inactivate 
certain pathogens may inhibit their acceptance. For logistical and financial reasons, the transfusion industry has not always integrated new 
technologies into their processes, even those with the potential to improve the safety of the blood supply. Our products may require significant 
changes to our potential customers’ space and staffing requirements and require significant capital investment. If our products fail to achieve 
market acceptance, we may never become profitable.  
   

   
   

 



   
We will need to develop and test additional configurations of our pathogen inactivation systems to address the entire market.  

   
In the United States, our efforts to develop our systems to inactivate viruses, bacteria and other pathogens in platelets have focused 

almost entirely on apheresis platelets collected on Baxter’s automated collection platform. Apheresis platelets are platelets that are collected 
from a single donor using an automated collection machine. Currently, we estimate that the majority of platelets used in the United States are 
collected by apheresis, with the remainder prepared from pooled random donor platelets. Blood centers in the United States preparing random 
donor platelets may be reluctant to switch to apheresis collection, and the FDA may require us to make our systems to inactivate viruses, bacteria 
and other pathogens in platelets compatible with random donor platelets. In order to develop a platelet pathogen inactivation system compatible 
with random donor platelets, we will need to perform additional product development and testing, including clinical trials. These development 
activities would increase our costs significantly, and may not be successful. In addition, FDA regulations limit the time from pooling to 
transfusion to four hours to minimize the proliferation of bacterial contamination in the pooled product. As a result, most pooling occurs in 
hospitals. Our platelet system is designed for use in blood centers, not at hospitals, and is intended to permit storage and transfusion of treated 
platelets for up to five days after pooling. The FDA’ s time limit between pooling and transfusion currently precludes the use of our system with 
pooled random donor platelets. Although our system is designed to reduce the risk of bacterial contamination, we cannot predict whether the 
FDA would remove this process time constraint to allow our system to be used with pooled random donor platelets, and we have not yet made a 
formal request for the FDA to do so.  
   

Baxter is one of three primary manufacturers of equipment for the collection of apheresis platelets in the United States. The equipment, 
design and materials used to collect the platelets vary from manufacturer to manufacturer. We have conducted our pre-clinical and clinical 
studies in the United States for apheresis platelets collected using only Baxter’s equipment and materials. Under an agreement with Haemonetics 
Corporation, Baxter has agreed to provide Haemonetics with a platelet storage solution proprietary to Cerus and Baxter, with the objective that 
platelets collected on certain future Haemonetics apheresis collection equipment may be directly treated using our platelet system. Baxter and we 
also are adapting our platelet system to allow compatibility with other manufacturers’ equipment. Such adaptations will require additional 
product development and testing, including clinical trials. These development activities will increase our costs significantly, and may not be 
successful. Market acceptance of the platelet system in the United States may be delayed until the system receives regulatory approval for use on 
such other equipment.  
   

In Europe, platelets also are typically prepared from several units of whole blood using a semi-automated process known as the buffy 
coat process. For platelets prepared by the buffy coat process, our platelet system is approved for use only with Baxter’s platelet collection and 
pooling materials. As a result, market acceptance in Europe of our platelet system for platelets prepared by the buffy coat process will depend on 
market acceptance of Baxter’s platelet collection and pooling sets or on our ability to develop products compatible with other manufacturers’ 
platelet collection and pooling sets. Our platelet system is also approved in Europe for use with Baxter’s apheresis collection equipment as well 
as the apheresis collection equipment of two other manufacturers through the use of preparation kits.  
   

In Canada, our platelet system is approved for use with platelets prepared by the buffy coat process. Blood centers in Canada currently 
use the platelet rich plasma and single donor collection methods, and do not use the buffy coat process. The primary difference between the 
methods is the centrifugation process for separating the component from whole blood to obtain a therapeutic dose of platelets. Baxter and we 
intend to apply for the license to use the platelet system in Canada with single-donor platelets. We will not have product sales in Canada unless 
we apply for and receive approval for our system in Canada for use with single-donor platelets or Canadian blood centers implement the buffy 
coat method.  
   

Fresh frozen plasma and red blood cells are also collected by different methods and equipment and in different volumes. Our systems 
for plasma and red blood cells being developed and tested will not be suitable for all methods, equipment and volumes used to collect these 
blood components. We will need to develop and test additional configurations of these systems in order to address the entire market.  
   

   
   

 



   
A small number of customers will determine market acceptance of our pathogen inactivation systems.  

   
Even if our products receive regulatory approval to be commercialized and marketed, due to the intense market concentration, failure to 

properly market, price or sell our products to any of these large customers could significantly diminish potential product revenue. The market for 
our pathogen inactivation systems is dominated by a small number of blood collection organizations. In the United States, the American Red 
Cross collects and distributes approximately 50% of the nation’s supply of blood and blood components. Other major United States blood 
collection organizations include the New York Blood Center and United Blood Services, each of which distributes approximately 6% of the 
nation’s supply of blood and blood components. In many countries of Western Europe and in Japan, various national blood transfusion services 
or Red Cross organizations collect, store and distribute virtually all of their respective nations’ blood and blood components supply. In Europe, 
the largest markets for our products are in Germany, the United Kingdom and France. Decisions on product adoption are centralized in the 
United Kingdom and France. In Germany, decision on product adoption is expected to be on a blood center-by-blood center basis. We have not 
received in-country approvals to market our platelet system in these countries. If we do not receive approvals to market our products in these 
countries, or if the products are not adopted in these countries, our potential product revenue in Europe will be significantly decreased.  
   

We rely heavily on Baxter for development funding, product engineering, manufacturing, marketing and sales.  
   
We have two development and commercialization agreements with Baxter for our systems to inactivate viruses, bacteria and other 

pathogens in each of the three commonly transfused blood components: platelets, fresh frozen plasma and red blood cells, and we rely on Baxter 
for significant financial and technical contributions to these programs. Since the beginning of our relationship with Baxter in 1993 through 
March 31, 2003, we have received $46.7 million in equity investments from Baxter and $25.9 million from Baxter International Inc. and 
Subsidiaries Pension Trust, a $50.0 million loan from Baxter Capital Corporation and we have recognized $30.0 million in revenue from Baxter. 
Our ability to develop, manufacture and market these products successfully depends significantly on Baxter’s performance under these 
agreements.  
   

•                   We rely on Baxter for engineering, manufacturing and supplying components of our pathogen inactivation systems. Under 
the terms of our agreements, Baxter is responsible for manufacturing or supplying the disposable units, such as blood storage 
containers and related tubing, as well as any device associated with the inactivation processes. If these agreements were terminated 
or if Baxter otherwise failed to design or deliver an adequate supply of components, we would be required to identify other third-
party component manufacturers. We cannot assure you that we would be able to identify such manufacturers on a timely basis or 
enter into contracts with such manufacturers on reasonable terms, if at all. Any delay in the availability of devices or disposables 
from Baxter could delay the submission of the INTERCEPT Blood System for regulatory approval or the market introduction and 
subsequent sales of the systems. Moreover, the inclusion of components manufactured by others could require us to seek new 
approvals from regulatory authorities, which could result in delays in product delivery. We may not receive any such required 
regulatory approvals.  
   

•                   We rely on Baxter for the marketing, sales and distribution of our pathogen inactivation systems . We currently have a 
small marketing group that helps support Baxter’s marketing organization; however, we do not intend to develop our own 
independent marketing and sales organization and expect to continue to rely on Baxter to market and sell the INTERCEPT Blood 
System. If our joint development agreements with Baxter are terminated or if Baxter is unable to market the products successfully, 
we will be required to find another marketing, sales and distribution partner or develop these capabilities ourselves. We may not be 
able to find a suitable partner on favorable terms or on a timely basis, if at all. Developing marketing, sales and distribution 
capabilities ourselves would delay commercialization of our pathogen inactivation systems and increase our costs.  
   

•                   We share control over management decisions . Baxter and we share responsibility for managing the development programs 
for the pathogen inactivation systems. Management decisions are made by a governance committee, which has equal representation 
from both Baxter and us. Our interests and Baxter’s may not always be aligned. Disagreements with Baxter may be time-
consuming to resolve and cause significant delays in the development of our products. If we disagree with Baxter on  

   
   
   

 



   
program direction, a neutral party will make the decision. The neutral party may not decide in our best interest. Under the 
agreements, Baxter may independently develop a pathogen inactivation system for fresh frozen plasma using a pre-existing 
technology. Such an effort by Baxter could create conflicts in our joint program for the development of a pathogen inactivation 
system for fresh frozen plasma.  
   

•                   Baxter can terminate our agreements or fail to perform . Any development program under the agreements may be 
terminated by either party, with 90 days’ notice in the case of the platelet program, or 270 days’ written notice in the case of the 
plasma or red blood cell programs. If Baxter terminates the agreements or fails to provide adequate funding to support the product 
development efforts, we will need to obtain additional funding from other sources and will be required to devote additional 
resources to the development of our products. We cannot assure you that we would be able to find a suitable substitute partner in a 
timely manner, on reasonable terms or at all. If we fail to find a suitable partner, our research, development or commercialization of 
certain planned products would be delayed significantly, which would cause us to incur additional expenditures.  

   
Our products are subject to extensive regulation by domestic and foreign governments.  
   
Our products under development, and anticipated future products, are subject to extensive and rigorous regulation by United States 

local, state and federal regulatory authorities and by foreign regulatory bodies. These regulations are wide-ranging and govern, among other 
things:  

   
•                   product development;  

   
•                   product testing;  
   
•                   product manufacturing;  
   
•                   product labeling;  
   
•                   product storage;  

   
•                   product premarket clearance or approval;  
   
•                   product sales and distribution;  
   
•                   product use standards and documentation;  
   
•                   product advertising and promotion; and  
   
•                   product reimbursement.  

   
The FDA and other agencies in the United States and in foreign countries impose substantial requirements upon the manufacturing and 

marketing of products such as those we are developing. The process of obtaining FDA and other required regulatory approvals is long, expensive 
and uncertain. The time required for regulatory approvals is uncertain, and the process typically takes a number of years, depending on the type, 
complexity and novelty of the product. We may encounter significant delays or excessive costs in our efforts to secure necessary approvals or 
licenses, or we may not be successful at all.  

   
Even if our product candidates receive approval for commercial sale, their marketing and manufacturing will be subject to continuing 

FDA and other regulatory requirements, such as requirements to comply with good manufacturing practices. The failure to comply with these 
requirements could result in enforcement action, which could harm our business. Later discovery of problems with a product, manufacturer or 
facility may result in additional restrictions on the product or manufacturer, including withdrawal of the product from the market. Regulatory 
authorities may also require post-marketing testing, which can involve significant expense. The government may impose new regulations that 
could further delay or preclude regulatory approval of our potential  

   
   
   

 



   
products. We cannot predict the impact of adverse governmental regulation that might arise from future legislative or administrative action.  
   

Distribution of our products outside the United States also is subject to extensive government regulation. These regulations vary by 
country, including the requirements for approvals or clearance to market, the time required for regulatory review and the sanctions imposed for 
violations. In addition to CE Mark approval in Europe, we will need to obtain regulatory approvals in individual European countries to market 
our products. The level of additional product testing varies by country, but could take up to six months or more to complete after CE Mark 
approval. Failure to obtain necessary regulatory approvals or any other failure to comply with regulatory requirements could result in reduced 
revenue and earnings. In some countries, we may also need to obtain government approvals for reimbursement in order for our product to be 
adopted. Reimbursement levels in some countries are determined by annual budgeting processes which, in addition to affecting product 
adoption, will affect the price we will be able to charge for our products.  
   

To support our requests for regulatory approval to market our product candidates, we have conducted and intend to conduct various 
types of studies including:  
   

•                   toxicology studies to evaluate product safety;  
   
•                   laboratory and animal studies to evaluate product effectiveness;  
   
•                   human clinical trials to evaluate the safety, tolerability and effectiveness of treated blood           components; and  
   
•                   manufacturing and stability studies.  

   
We have conducted many toxicology studies to demonstrate our product candidates’ safety, and we plan to conduct additional 

toxicology studies throughout the product development process. At any time, the FDA and other regulatory authorities may require further 
toxicology or other studies to further demonstrate our products’ safety, which could delay commercialization. We believe the FDA and other 
regulatory authorities are likely to weigh the potential risks of using our pathogen inactivation products against the incremental benefits, which 
may be less compelling in light of improved safety in the blood supply. In addition, our clinical development plan assumes that we will not be 
required to perform human clinical studies to demonstrate our systems’ ability to inactivate pathogens. Although we have discussed this plan 
with the FDA and other regulatory authorities, they may find it unacceptable at any time and may require human clinical trials to demonstrate 
efficacy in inactivating pathogens. Trials of this type may be too large and expensive to be practical.  
   

Regulatory agencies may limit the uses, or indications, for which any of our products are approved. For example, we believe that we 
will be able to claim the inactivation of particular pathogens only to the extent we have laboratory or animal data to support such claims. After 
regulatory approval for the initial indications, further clinical trials may be necessary to gain approval for the use of the product for additional 
indications.  
   

In addition to the regulatory requirements applicable to us and to our products, there are regulatory requirements applicable to our 
prospective customers, the blood centers that process and distribute blood and blood products. Blood centers and others will likely be required to 
obtain approved license supplements from the FDA before using products processed with our pathogen inactivation systems. This requirement or 
FDA delays in approving these supplements may deter some blood centers from using our products. Blood centers that do submit supplements 
may face disapproval or delays in approval that could provide further delay or deter them from using our products. The regulatory impact on 
potential customers could slow or limit the potential sales of our products.  
   

Customer adoption of our products will be affected by the availability of reimbursement from governments or other third parties.  
   

Sales of our products may be affected by the availability of reimbursement from governments or other third parties, such as insurance 
companies. It is difficult to predict the reimbursement status of newly approved, novel medical products. In certain foreign markets, governments 
have issued regulations relating to the pricing and  

   
   
   

 



   
profitability of medical products and medical products companies. There have been proposals in the United States, at both the federal and state 
government level, to implement such controls. The growth of managed care in the United States has also placed pressure on the pricing of 
medical products. These pressures can be expected to continue and may limit the prices Baxter and we can obtain for our products.  
   

We have only a limited operating history, and we expect to continue to generate losses.  
   

We may never achieve a profitable level of operations. To date, we have engaged primarily in research and development. Our 
development and general and administrative expenses have resulted in substantial losses each year since our inception, including net losses of 
$36.0 million in 2000, $49.4 million in 2001 and $57.2 million in 2002. As of March 31, 2003, we had an accumulated deficit of approximately 
$247.4 million. Except for our platelet system, which is approved for sale in Europe, all of our products are in the research and development 
stage, and we have not received significant revenue from product sales. We have received substantially all of our revenue from our agreements 
with Baxter and other development partners and from federal research grants and cooperative agreements. We will be required to conduct 
significant research, development, clinical testing and regulatory compliance activities for each of these products. We expect our losses to 
continue at least until our product candidates are commercialized and achieve significant market acceptance.  
   

If we fail to obtain the capital necessary to fund our future operations, we will not be able to develop product candidates in our 
pipeline.  
   

Our product development programs are capital-intensive. We expect to continue to spend substantial funds for our operations for the 
foreseeable future. We believe that our existing capital resources, together with anticipated product revenue, funding from Baxter and the United 
States government and projected interest income, will support our current and planned operations until at least mid-2004. Our cash, liquidity and 
capital requirements will depend on many factors, including the development progress and costs of our programs, payments by Baxter and the 
United States government, costs related to creating, maintaining and defending our intellectual property position, regulatory approval and 
successful commercialization of our product candidates, competitive developments and regulatory factors.  
   

We expect to require substantial additional funds for our long-term product development, marketing programs and operating expenses. 
We do not know if we will be able to raise additional funds on acceptable terms. If we are unable to obtain sufficient additional capital, we may 
need to delay or cease certain development programs. If we raise additional funds by issuing equity securities, our existing stockholders may 
experience substantial dilution.  
   

If our competitors develop and market products that are more effective than our product candidates, our commercial opportunity 
will be reduced or eliminated.  
   
                We expect our products to encounter significant competition. Our products may compete with other approaches to blood safety and 
improving the outcome of stem cell transplantation currently in use, as well as with future products developed by biotechnology and 
pharmaceutical companies, hospital supply companies, national and regional blood centers and governmental organizations and agencies. Our 
success will depend in part on our ability to respond quickly to medical and technological changes through the development and introduction of 
new products. Product development is risky and uncertain, and we cannot assure you that we will develop our products successfully. 
Competitors’ products or technologies may make our products obsolete or non-competitive before we are able to generate any significant 
revenue. Competitors or potential competitors may have substantially greater financial and other resources than we have. They may also have 
greater experience in pre-clinical testing, human clinical trials and other regulatory approval procedures. Our ability to compete successfully will 
depend, in part, on our ability to:  
   

•                   attract and retain skilled scientific personnel;  
   
•                   develop technologically superior products;  
   
•                   develop lower cost products;  
   

   
   

 



   
   
•                   obtain patent or other proprietary protection for our products and technologies;  
   
•                   obtain required regulatory approvals for our products;  
   
•                   be early entrants to the market; and  
   
•                   manufacture, market and sell our products, independently or through collaborations.  

   
                Several companies are developing technologies that are, or in the future may be, the basis for products that will directly compete with 
or reduce the market for our pathogen inactivation systems. A number of companies are specifically focusing on alternative strategies for 
pathogen inactivation in various blood components. In Europe, several companies, including Grifols, Octapharma AG and Maco Pharma 
International GmbH, are developing or have developed commercial systems to treat fresh frozen plasma.  
   
                Other groups are developing synthetic blood product substitutes and products to stimulate the growth of platelets, and new methods of 
testing blood for specific pathogens have recently been approved by the FDA, including tests for bacteria. Several companies are developing 
tests for West Nile Virus in blood products, although none have been approved for sale to date. Development of any of these technologies could 
impair the potential market for our products.  
   
                We may not be able to protect our intellectual property or operate our business without infringing intellectual property rights of 
others.  
   
                Our commercial success will depend, in part, on obtaining and maintaining patent protection on our products and successfully 
defending our products against third-party challenges. Our technology will be protected from unauthorized use by others only to the extent that it 
is covered by valid and enforceable patents or effectively maintained as trade secrets. As a result, our success depends in part on our ability to:  
   

•                   obtain patents;  
   
•                   protect trade secrets;  
   
•                   operate without infringing upon the proprietary rights of others; and  
   
•                   prevent others from infringing on our proprietary rights.  

   
                As of March 31, 2003, we owned 65 issued or allowed United States patents and 46 issued or allowed foreign patents. Our patents 
expire at various dates between 2003 and 2018. In addition, we have 26 pending United States patent applications and have filed 17 
corresponding patent applications under the Patent Cooperation Treaty, which are currently pending in Europe, Japan, Australia and Canada, and 
of which seven are also pending in China and five are also pending in Hong Kong. In addition, we are a licensee under a license agreement with 
respect to two United States patents covering inventions pertaining to psoralen-based photochemical decontamination treatment of whole blood 
or blood components and four United States patents relating to vaccines, as well as related foreign patents. We cannot be certain that our patents 
or patents that we license from others will be enforceable and afford protection against competitors. Our patents or patent applications, if issued, 
may be challenged, invalidated or circumvented. Our patent rights may not provide us with proprietary protection or competitive advantages 
against competitors with similar technologies. Others may independently develop technologies similar to ours or independently duplicate our 
technologies. For example, a patent has recently issued to a third-party covering methods to remove psoralen compounds from blood products. 
We have reviewed the patent and believe our work predates the invention disclosed in that patent. We are continuing to review that patent and 
will make a determination as to whether any action is necessary. Due to the extensive time required for development, testing and regulatory 
review of our potential products, our patents may expire or remain in existence for only a short period following commercialization. This would 
reduce or eliminate any advantage of the patents.  
   

   
   

 



   
                We cannot be certain that we were the first to make the inventions covered by each of our issued patents or pending patent applications 
or that we were the first to file patent applications for such inventions. We may need to license the right to use third-party patents and intellectual 
property to continue development and commercialization of our products. We may not be able to acquire such required licenses on acceptable 
terms, if at all. If we do not obtain such licenses, we may need to design around other parties’ patents, or we may not be able to proceed with the 
development, manufacture or sale of our products.  
   
                We may face litigation to defend against claims of infringement, assert claims of infringement, enforce our patents, protect our trade 
secrets or know-how or determine the scope and validity of others’ proprietary rights. Patent litigation is costly. In addition, we may require 
interference proceedings declared by the United States Patent and Trademark Office to determine the priority of inventions relating to our patent 
applications. Litigation or interference proceedings could be expensive and time consuming, and we could be unsuccessful in our efforts to 
enforce our intellectual property rights.  
   
                We may rely, in certain circumstances, on trade secrets to protect our technology. However, trade secrets are difficult to protect. We 
protect our proprietary technology and processes, in part, by confidentiality agreements with employees and certain contractors. However, these 
agreements may be breached, we may not have adequate remedies for any breach or our trade secrets may otherwise become known or be 
independently discovered by competitors. To the extent that our employees, consultants or contractors use intellectual property owned by others, 
disputes may also arise as to the rights in related or resulting know-how and inventions.  
   
                We may be liable if our products harm people.  
   

We are exposed to potential liability risks inherent in the testing and marketing of medical devices and products. We may be liable if 
any of our products cause injury, illness or death. We maintain product liability insurance, but do not know whether the insurance will provide 
adequate coverage against potential liabilities. If we cannot successfully defend ourselves against product liability claims, we may incur 
substantial liabilities or be required to limit commercialization of our products.  
   
                We may be liable if hazardous materials used in the development of our products harm the environment, our employees or other 
people.  
   
                Our research and development activities involve the controlled use of hazardous materials, including certain hazardous chemicals, 
radioactive materials and infectious pathogens, such as HIV and hepatitis viruses. Although we believe that our safety procedures for handling 
and disposing of hazardous materials comply with regulatory requirements, we cannot eliminate the risk of accidental contamination or injury. If 
an accident occurs, we could be held liable for any damages that result.  
   
                If we do not generate sufficient cash flow through product sales revenue or by raising additional capital, then we may not be able to 
meet our debt obligation in 2008.  
   
                In January 2003, we received a $50.0 million loan from Baxter Capital Corporation. The interest rate for the loan is 12% per annum. 
No repayment of principal and interest is due until January 2008. The loan is secured with collateral based on future revenue from sales of the 
INTERCEPT Blood System for platelets. Our substantial indebtedness will result in a significant amount of interest expense in future periods. 
Our indebtedness could have significant additional negative consequences, including limiting our ability to obtain additional financing and to 
plan for, or react to, changes in our business and the industry in which we compete. If we are unable to satisfy our debt obligation, substantial 
liquidity problems could result, which would negatively impact our future prospects.  
   
Risks Related to Our Common Stock and this Offering  
   
                The market price of our stock may be highly volatile.  
   
                The market prices for our securities and those of other emerging medical device and biotechnology companies have been, and may 
continue to be, volatile. For example, during the period from January 1, 2001 to March 31, 2003, the closing sale price of our common stock as 
quoted on the Nasdaq National Market fluctuated  
   

   
   

 



   
from a low of $5.59 to a high of $75.35. Announcements may have a significant impact on the market price of our common stock. Such 
announcements may include:  
   

•                   biological or medical discoveries;  
   
•                   technological innovations or new commercial services by us or our competitors;  
   
•                   developments concerning proprietary rights, including patents and litigation matters;  
   
•                   regulatory developments in both the United States and foreign countries;  
   
•                   public concern as to the safety of new technologies;  
   
•                   general market conditions;  
   
•                   comments made by analysts, including changes in analysts’ estimates of our financial       performance; and  
   
•                   quarterly fluctuations in our revenue and financial results.  

   
                The stock market has from time to time experienced extreme price and volume fluctuations, which have particularly affected the 
market prices for emerging biotechnology and medical device companies, and which have often been unrelated to the operating performance of 
such companies. These broad market fluctuations may adversely affect the market price of our common stock. In the past, following periods of 
volatility in the market price of a company’s stock, securities class action litigation has occurred against the issuing company. Such litigation 
could result in substantial costs and a diversion of management’s attention and resources, which could have a material adverse effect on our 
revenue and earnings. Any adverse determination in such litigation could also subject us to significant liabilities.  
   
                Management will have broad discretion as to the use of the proceeds from this offering, and we may not use the proceeds 
effectively.  
   
                We have not designated the amount of net proceeds we will use for any particular purpose. Accordingly, our management will have 
broad discretion as to the application of the net proceeds and could use them for purposes other than those contemplated at the time of this 
offering. Our stockholders may not agree with the manner in which our management chooses to allocate and spend the net proceeds. Moreover, 
our management may use the net proceeds for corporate purposes that may not increase our profitability or our market value.  
   
                You will experience immediate dilution in the book value per share of the common stock you purchase.  
   
                Because the price per share of our common stock being offered is substantially higher than the book value per share of our common 
stock, you will suffer substantial dilution in the net tangible book value of the common stock you purchase in this offering. Based on the public 
offering price of $9.63 per share, if you purchase shares of common stock in this offering, you will suffer immediate and substantial dilution of 
$5.39 per share in the net tangible book value of the common stock. See “Dilution” below for a more detailed discussion of the dilution you will 
incur in this offering.  
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CERUS CORPORATION  
         
            
Dated:  June 9, 2003  

   

By:  /s/  Gregory W. Schafer  
         

Gregory W. Schafer  
         

Vice President, Finance and  
         

Chief Financial Officer  



   
Index to Exhibits  

   

Exhibit 
Number  

   

Description of Exhibit  
1.1  

   

Underwriting Agreement, dated June 5, 2003, by and between the Company and Morgan Stanley.  
        
99.1  

   

Press Release, dated June 6, 2003, entitled “Cerus Announces Pricing of Public Offering.”   
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6,000,000 Shares  
   

CERUS CORPORATION  
   

COMMON STOCK, PAR VALUE $.001 PER SHARE  
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June 5, 2003  

   

 



   
June 5, 2003 

   
Morgan Stanley & Co. Incorporated  
1585 Broadway  
New York, New York 10036  
   
Dear Sirs and Mesdames:  
   

Cerus Corporation, a Delaware corporation (the “ Company ”), proposes to issue and sell to Morgan Stanley & Co. Incorporated (the “ 
Underwriter ”) 6,000,000 shares of its common stock, par value $.001 per share (the “ Firm Shares ”).  The Company also proposes to issue 
and sell to the Underwriter not more than an additional 900,000 shares of its common stock, par value $.001 per share (the “ Additional Shares 
”) if and to the extent that the Underwriter shall have determined to exercise the right to purchase such shares of common stock granted to the 
Underwriter in Section 2 hereof.  The Firm Shares and the Additional Shares are hereinafter collectively referred to as the “ Shares. ”  The 
shares of common stock, par value $.001 per share, of the Company to be outstanding after giving effect to the sales contemplated hereby are 
hereinafter referred to as the “ Common Stock. ”  Each share of Common Stock has rights (the “ Rights ”) attached thereto to purchase Series C 
junior participating preferred stock (“ Series C Preferred Stock ”) issued pursuant to a Stockholder Rights Plan dated November 3, 1999 (the “ 
Rights Agreement ”),  
   

The Company has filed with the Securities and Exchange Commission (the “ Commission ”) a registration statement, including a 
prospectus (the “ Base Prospectus ”), relating to the Shares, and has filed with, or transmitted for filing to, or shall promptly hereafter file with 
or transmit for filing to, the Commission a final prospectus supplement (the “ Prospectus Supplement ”) specifically relating to the Shares 
pursuant to Rule 424 under the Securities Act of 1933, as amended (the “ Securities Act ”).  The term “ Registration Statement ” means such 
registration statement, including the exhibits thereto, as amended to the date of this Agreement.  If the Company has filed an abbreviated 
registration statement to register additional shares of Common Stock pursuant to Rule 462(b) under the Securities Act (the “ Rule 462 
Registration Statement ”), then any reference herein to the term “ Registration Statement ” shall be deemed to include such Rule 462 
Registration Statement.  
   

The term “ Prospectus ” means the Base Prospectus together with the Prospectus Supplement.  All references to the Registration 
Statement, Base Prospectus, or Prospectus shall include documents incorporated therein by reference.  The terms “ supplement ” and “ 
amendment ” or “ amend ” as used in this Agreement with respect to the Registration Statement or the Prospectus shall include all documents 
subsequently filed by the Company with the Commission  

   

 



   
pursuant to the Securities Exchange Act of 1934, as amended (the “ Exchange Act ”), that are deemed to be incorporated by reference in the 
Prospectus.  
   

1.                                        Representations and Warranties .  Except as described in the Registration Statement or Prospectus, the Company represents 
and warrants to and agrees with the Underwriter that:  

   
(a)                           The Registration Statement has become effective; no stop order suspending the effectiveness of the Registration 

Statement is in effect, and no proceedings for such purpose are pending before or threatened by the Commission.  
   
(b)                          (i)  Each document, if any, filed or to be filed pursuant to the Exchange Act and incorporated by reference in the 

Prospectus complied or will comply when so filed in all material respects with the Exchange Act and the applicable rules and 
regulations of the Commission thereunder, (ii) the Registration Statement, when it became effective, did not contain and, as amended or 
supplemented, if applicable, will not contain any untrue statement of a material fact or omit to state a material fact required to be stated 
therein or necessary to make the statements therein not misleading, (iii) the Registration Statement and the Prospectus comply and, as 
amended or supplemented, if applicable, will comply in all material respects with the Securities Act and the applicable rules and 
regulations of the Commission thereunder and (iv) the Prospectus does not contain and, as amended or supplemented, if applicable, will 
not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements therein, in the light 
of the circumstances under which they were made, not misleading, except that the representations and warranties set forth in this 
paragraph do not apply to statements or omissions in the Registration Statement or the Prospectus based upon information relating to 
the Underwriter furnished to the Company in writing by the Underwriter expressly for use therein.  

   
(c)                           The Company has been duly incorporated, is validly existing as a corporation in good standing under the laws of 

the jurisdiction of its incorporation, has the corporate power and authority to own its property and to conduct its business as described in 
the Prospectus and is duly qualified to transact business and is in good standing in each jurisdiction in which the conduct of its business 
or its ownership or leasing of property requires such qualification, except to the extent that the failure to be so qualified or be in good 
standing would not have a material adverse effect on the Company.  

   
(d)                          The Company does not own or control, directly or indirectly, any interest in any other corporation, association or 

other business entity.  
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(e)                           This Agreement has been duly authorized, executed and delivered by the Company.  
   
(f)                             The authorized capital stock of the Company conforms as to legal matters to the description thereof contained in 

the Prospectus.  
   
(g)                          The shares of Common Stock outstanding prior to the issuance of the Shares have been duly authorized and are 

validly issued, fully paid and non-assessable, and the Rights attached to such shares of Common Stock have been duly authorized, and 
the Series C Preferred Stock related to such Rights has been duly authorized and validly reserved for issuance upon the exercise of the 
Rights in accordance with the terms of the Rights Agreement.  

   
(h)                          The Shares have been duly authorized and, when issued and delivered in accordance with the terms of this 

Agreement, will be validly issued, fully paid and non-assessable, and the issuance of such Shares will not be subject to any preemptive 
or similar rights and the Rights attached to those Shares have been duly authorized, and the Series C Preferred Stock related to such 
Rights has been duly authorized and validly reserved for issuance upon the exercise of the Rights in accordance with the terms of the 
Rights Agreement.  

   
(i)                              The execution and delivery by the Company of, and the performance by the Company of its obligations under, 

this Agreement will not contravene any provision of applicable law or the certificate of incorporation or by-laws of the Company or any 
agreement or other instrument binding upon the Company that is material to the Company, or any judgment, order or decree of any 
governmental body, agency or court having jurisdiction over the Company, and no consent, approval, authorization or order of, or 
qualification with, any governmental body or agency is required for the performance by the Company of its obligations under this 
Agreement, except such as may be required by the securities or Blue Sky laws of the various states or the Commission or the Nasdaq 
National Market in connection with the offer and sale of the Shares.  

   
(j)                              There has not occurred any material adverse change, or any development involving a prospective material adverse 

change, in the condition, financial or otherwise, or in the earnings, business or operations of the Company, from that set forth in the 
Prospectus (exclusive of any amendments or supplements thereto subsequent to the date of this Agreement).  

   
(k)                           There are no legal or governmental proceedings pending or threatened to which the Company is a party or to 

which any of the properties of the Company is subject that are required to be described in the Registration Statement or the Prospectus 
and are not so described or  
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any statutes, regulations, contracts or other documents that are required to be described in the Registration Statement or the Prospectus 
or to be filed as exhibits to the Registration Statement that are not so described or filed as required.  

   
(l)                              The Company is not, and after giving effect to the offering and sale of the Shares and the application of the 

proceeds thereof as described in the Prospectus will not be, required to register as an “investment company” as such term is defined in 
the Investment Company Act of 1940, as amended.  

   
(m)                        To the best of the Company’s knowledge, the Company (i) is in compliance with any and all applicable foreign, 

federal, state and local laws and regulations relating to the protection of human health and safety, the environment or hazardous or toxic 
substances or wastes, pollutants or contaminants (“ Environmental Laws ”), (ii) has received all permits, licenses or other approvals 
required of it under applicable Environmental Laws to conduct its business and (iii) is in compliance with all terms and conditions of 
any such permit, license or approval, except where such noncompliance with Environmental Laws, failure to receive required permits, 
licenses or other approvals or failure to comply with the terms and conditions of such permits, licenses or approvals would not, singly 
or in the aggregate, have a material adverse effect on the Company.  

   
(n)                          To the best of the Company’s knowledge, there are no costs or liabilities associated with Environmental Laws 

(including, without limitation, any capital or operating expenditures required for clean-up, closure of properties or compliance with 
Environmental Laws or any permit, license or approval, any related constraints on operating activities and any potential liabilities to 
third parties) which would, singly or in the aggregate, have a material adverse effect on the Company.  

   
(o)                          There are no contracts, agreements or understandings between the Company and any person granting such person 

the right to require the Company to file a registration statement under the Securities Act with respect to any securities of the Company 
or to require the Company to include such securities with the Shares registered pursuant to the Registration Statement, except as have 
been or prior to the Closing will be appropriately waived pursuant to the terms and provisions of such contracts, agreements and 
understandings.  

   
(p)                          The Company has all consents, approvals, orders, certificates, authorizations and permits issued by, and has made 

all declarations and filings with, all appropriate federal, state or foreign governmental or self-regulatory authorities and all courts and 
other tribunals necessary to conduct its business and to own, lease or license and use its properties in the manner described in the 
Prospectus, except for  
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such consents, approvals, orders, certificates, authorizations, permits, declarations and filings the failure of which  to have, maintain or 
make would not have a material adverse effect on the Company, and the Company has not received any notice of proceedings relating 
to the revocation or modification of any such consent, approval, order, certificate, authorization or permit.  

   
(q)                          Except as disclosed in the Registration Statement or Prospectus, the Company owns or possesses, or has rights to 

all material patents, patent rights, licenses, inventions, copyrights, know-how (including trade secrets and other unpatented and/or 
unpatentable proprietary or confidential information, systems or procedures), trademarks, service marks and trade names currently 
employed by it in connection with the business now operated by it or proposed to be operated by it as described in the Registration 
Statement or Prospectus, and the Company has not received any notice of infringement of or conflict with asserted rights of others with 
respect to any of the foregoing which, singly or in the aggregate, if the subject of an unfavorable decision, ruling or finding, would have 
a material adverse effect on the Company.  

   
(r)                             There are no contracts or other documents, relating to patents or patent applications owned or licensed by, or 

licenses of patents or patent applications held by, the Company of a character required to be filed as an exhibit to the Registration 
Statement, to the Company’s annual report on Form 10-K for fiscal 2002 or to the Company’s quarterly reports on Form 10-Q for the 
first fiscal quarters of 2003, or required to be described in the Registration Statement or Prospectus or in such Form 10-K or Forms 10-
Q that are not so filed or described.  

   
(t)                             The clinical trials and the human and animal studies conducted by or on behalf of the Company or in which the 

Company has participated that are described in the Prospectus were and, if still pending, are being conducted in accordance with 
standard medical and scientific research procedures and any applicable rules, regulations and policies of the U.S. Food and Drug 
Administration (the “ FDA ”).  

   
(u)                          The Company has operated and currently is in compliance in all material respects with all applicable rules, 

regulations and policies of the FDA and comparable regulatory agencies in Canada and in each European country in which the 
Company’s products are marketed (collectively, the “ Regulators ”).  

   
(v)                          Except as described in the Registration Statement and the Prospectus, the Company is not required to file or 

obtain any registration, application, license, request for exemption, permit or other regulatory authorization with the Regulators in order 
to conduct its business as described in the Registration Statement and Prospectus.  
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(w)                        Except as described in the Registration Statement and the Prospectus, to the knowledge of the Company, the 

Company holds, and is operating in compliance in all material respects with, all franchises, grants, authorizations, licenses, permits, 
consents, certificates and orders of the Regulators required to conduct its business as described in the Registration Statement and 
Prospectus, and all such franchises, grants, authorizations, licenses, permits, consents, certifications and orders are valid and in full 
force and effect; and, as of the date of this Agreement and except as described in the Registration Statement and the Prospectus, to the 
knowledge of the Company, the Company is in compliance in all material respects with all applicable federal, state, local and foreign 
laws, regulations, orders and decrees.  

   
(x)                            Neither the Company nor, to the knowledge of the Company, its distribution partners, have received notification 

of the violation of any applicable statute, rule, regulation or order administered or issued by any of the Regulators.  
   

2.                                        Agreements to Sell and Purchase.  The Company hereby agrees to sell to the Underwriter, and the Underwriter, upon the basis 
of the representations and warranties herein contained, but subject to the conditions hereinafter stated, agrees, to purchase from the Company the 
Firm Shares at $9.05 a share (the “ Purchase Price ”).  
   

On the basis of the representations and warranties contained in this Agreement, and subject to its terms and conditions, the Company 
agrees to sell to the Underwriter the Additional Shares, and the Underwriter shall have the right to purchase up to 900,000 Additional Shares at 
the Purchase Price.  The Underwriter may exercise this right in whole or from time to time in part by giving written notice not later than 30 days 
after the date of this Agreement.  Any exercise notice shall specify the number of Additional Shares to be purchased by the Underwriter and the 
date on which such shares are to be purchased.  Each purchase date must be at least two business days after the written notice is given and may 
not be earlier than the closing date for the Firm Shares nor later than ten business days after the date of such notice.  Additional Shares may be 
purchased as provided in Section 4 hereof solely for the purpose of covering over-allotments made in connection with the offering of the Firm 
Shares.  On each day, if any, that Additional Shares are to be purchased (an “ Option Closing Date ”), the Underwriter agrees to purchase the 
Additional Shares.  
   

The Company hereby agrees that, without the prior written consent of the Underwriter, it will not, during the period ending 90 days 
after the date of the Prospectus, (i) offer, pledge, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract to 
sell, grant any option, right or warrant to purchase, lend, or otherwise transfer or dispose of, directly or indirectly, any shares of Common Stock 
or any securities convertible into or exercisable or exchangeable for Common Stock or (ii) enter into any swap or  
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other arrangement that transfers to another, in whole or in part, any of the economic consequences of ownership of the Common Stock, whether 
any such transaction described in clause (i) or (ii) above is to be settled by delivery of Common Stock or such other securities, in cash or 
otherwise.  The foregoing sentence shall not apply to (A) the Shares to be sold hereunder, (B) the issuance by the Company of shares of 
Common Stock upon the exercise of an option or warrant or the conversion of a security outstanding on the date hereof of which the Underwriter 
has been advised in writing, (C) the grant of options to purchase Common Stock under the Company’s stock option plans or (D) the issuance by 
the Company of shares of Common Stock under the Company’s employee stock purchase plan.  
   

3.                                        Terms of Public Offering .  The Company is advised that the Underwriter proposes to make a public offering of the Shares as 
soon after the Registration Statement and this Agreement have become effective as in the Underwriter’s judgment is advisable.  The Company is 
further advised by the Underwriter that the Shares are to be offered to the public initially at $9.63 a share (the “ Public Offering Price ”) and to 
certain dealers selected by the Underwriter at a price that represents a concession not in excess of $.35 a share under the Public Offering Price.  
   

4.                                        Payment and Delivery.  Payment for the Firm Shares shall be made to the Company in Federal or other funds immediately 
available in New York City against delivery of such Firm Shares for the account of the Underwriter at 10:00 a.m., New York City time, on 
June 11, 2003 or at such other time on the same or such other date, not later than June 18, 2003 as shall be designated in writing by the 
Underwriter.  The time and date of such payment are hereinafter referred to as the “ Closing Date .”  
   

Payment for any Additional Shares shall be made to the Company in Federal or other funds immediately available in New York City 
against delivery of such Additional Shares for the account of the Underwriter at 10:00 a.m., New York City time, on the date specified in the 
corresponding notice described in Section 2 or at such other time on the same or on such other date, in any event not later than July 11, 2003 as 
shall be designated in writing by the Underwriter.  
   

The Firm Shares and Additional Shares shall be registered in such names and in such denominations as the Underwriter shall request in 
writing not later than one full business day prior to the Closing Date or the applicable Option Closing Date, as the case may be.  The Firm Shares 
and Additional Shares shall be delivered to the Underwriter on the Closing Date or an Option Closing Date, as the case may be, for the account 
of the Underwriter, with any transfer taxes payable in connection with the transfer of the Shares to the Underwriter duly paid, against payment of 
the Purchase Price therefor.  

   
5.                                        Conditions to the Underwriter’s Obligations .  The obligations of the Company to sell the Shares to the Underwriter and the 

obligation of the  
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Underwriter to purchase and pay for the Shares on the Closing Date are subject to the following conditions:  
   

(a)                                                   Subsequent to the execution and delivery of this Agreement and prior to the Closing Date:  
   

(i)              there shall not have occurred any downgrading, nor shall any notice have been given of any intended or 
potential downgrading or of any review for a possible change that does not indicate the direction of the possible change, in the 
rating accorded any of the Company’s securities by any “nationally recognized statistical rating organization,” as such term is 
defined for purposes of Rule 436(g)(2) under the Securities Act; and  

   
(ii)           there shall not have occurred any change, or any development involving a prospective change, in the 

condition, financial or otherwise, or in the earnings, business or operations of the Company, from that set forth in the 
Prospectus (exclusive of any amendments or supplements thereto subsequent to the date of this Agreement) that, in your 
judgment, is material and adverse and that makes it, in your judgment, impracticable to market the Shares on the terms and in 
the manner contemplated in the Prospectus.  

   
(b)                                                  The Underwriter shall have received on the Closing Date a certificate, dated the Closing Date and signed by an 

executive officer of the Company, to the effect set forth in Section 5(a)(i) above and to the effect that the representations and warranties 
of the Company contained in this Agreement are true and correct as of the Closing Date and that the Company has complied with all of 
the agreements and satisfied all of the conditions on its part to be performed or satisfied hereunder on or before the Closing Date.  

   
The officer signing and delivering such certificate may rely upon the best of his or her knowledge as to proceedings threatened.  

   
(c)                                                   The Underwriter shall have received on the Closing Date an opinion of Cooley Godward LLP, outside counsel for 

the Company, dated the Closing Date, to the effect that:  
   

(i)                                    the Company has been duly incorporated, is validly existing as a corporation in good standing under the 
laws of the State of Delaware, has the corporate power and authority to own its property and to conduct its business as 
described in the Prospectus and, to such counsel’s knowledge, is duly qualified to transact business and is in good standing in 
each jurisdiction in which the conduct of its business or its ownership or leasing of  
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property requires such qualification, except to the extent that the failure to be so qualified or be in good standing would not 
have a material adverse effect on the Company;  

   
(ii)                                 the authorized capital stock of the Company conforms as to legal matters to the description thereof 

contained in the Prospectus under the caption “Description of Capital Stock;”  
   

(iii)                              the shares of Common Stock outstanding prior to the issuance of the Shares have been duly authorized 
and are validly issued, fully paid and non-assessable;  

   
(iv)                             the Shares have been duly authorized and, when issued and delivered in accordance with the terms of 

this Agreement, will be validly issued, fully paid and non-assessable, and the issuance of such Shares will not be subject to any 
preemptive rights or, to such counsel’s knowledge, similar rights;  

   
(v)                                this Agreement has been duly authorized, executed and delivered by the Company;  

   
(vi)                             the execution and delivery by the Company of, and the performance by the Company of its obligations 

under, this Agreement will not contravene any provision of applicable law or the certificate of incorporation or by-laws of the 
Company or, to the best of such counsel’s knowledge, any agreement or other instrument binding upon the Company that is 
either (A) filed as an exhibit to the Registration Statement, (B) filed as an exhibit to a document incorporated by reference in 
the Registration Statement or (C) which the Company has advised such counsel will be filed as an exhibit to the next periodic 
report on Form 10-Q and was executed by the Company between April 1, 2003 and immediately prior to the Closing, or, to the 
best of such counsel’s knowledge, any judgment, order or decree of any governmental body, agency or court having 
jurisdiction over the Company, and no consent, approval, authorization or order of, or qualification with, any governmental 
body or agency is required for the performance by the Company of its obligations under this Agreement, except as have been 
made or obtained or except such as may be required by the securities or Blue Sky laws of the various states in connection with 
the offer and sale of the Shares;  

   
(vii)                          the statements in (A) the Base Prospectus under the captions  “Description of Capital Stock” and “Plan 

of Distribution, (B) the Prospectus Supplement under the caption “Underwriter” and (C) the Registration Statement in Item 15, 
in  
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each case insofar as such statements constitute matters of law, summaries of legal matters, provisions of the Company’s 
certificate of incorporation or by-laws or other equivalent corporate governance documents, or legal proceedings, or legal 
conclusions, have been reviewed by such counsel and fairly present and summarize, in all material respects, the mattes referred 
to herein;  

   
(viii)                       after due inquiry, such counsel does not know of any legal or governmental proceedings pending or 

overtly threatened to which the Company is a party or to which any of the properties of the Company is subject that are 
required to be described in the Registration Statement or the Prospectus and are not so described or of any statutes, regulations, 
contracts or other legal documents that are required to be described in the Registration Statement or the Prospectus or to be 
filed as exhibits to the Registration Statement that are not described or filed as required;  

   
(ix)                               the Company is not, and after giving effect to the offering and sale of the Shares and the application of 

the proceeds thereof as described in the Prospectus will not be, required to register as an “investment company” as such term is 
defined in the Investment Company Act of 1940, as amended; and  

   
(x)                                  to such counsel’s knowledge, (A) each document filed pursuant to the Exchange Act and incorporated 

by reference in the Registration Statement and the Prospectus (except for the financial statements and financial schedules and 
other financial and statistical data included therein, as to which such counsel need not express any belief) complied as to form 
when filed in all material respects with the requirements of the Exchange Act and the applicable  rules and regulations of the 
Commission thereunder and (B) the Registration Statement or the Prospectus (except for the financial statements and financial 
schedules and other financial and statistical data included therein, as to which such counsel need not express any belief) 
complied as to form in all material respects with the requirements of the Securities Act and the applicable rules and regulations 
of the Commission thereunder.  

   
In addition, counsel shall confirm that such counsel has participated in conferences with officers and other representatives of the 

Company, representatives of the independent public accountants of the Company and representatives of the Underwriter at which the contents of 
the Registration Statement and Prospectus were discussed and, although such counsel is not passing upon and does not assume responsibility for 
the accuracy, completeness  

   
10  

 



   
or fairness of the statements contained in the Registration Statement or Prospectus (except as and to the extent stated in subparagraphs (ii) and 
(vii) above), on the basis of the foregoing, nothing has come to the attention of such counsel that causes such counsel to believe that (A) the 
Registration Statement or the prospectus included therein (except for the financial statements and financial schedules and other financial and 
statistical data included therein, as to which such counsel need not express any belief) at the time the Registration Statement became effective 
contained an untrue statement of a material fact or omitted to state a material fact required to be stated therein or necessary to make the 
statements therein not misleading or (B) the Prospectus (except for the financial statements and financial schedules and other financial and 
statistical data included therein, as to which such counsel need not express any belief) as of its date or as of the Closing Date contained or 
contains an untrue statement of a material fact or omitted or omits to state a material fact necessary in order to make the statements therein, in the 
light of the circumstances under which they were made, not misleading.  
   

(d)                                                  The Underwriter shall have received on the Closing Date an opinion of Davis Polk & Wardwell, counsel for the 
Underwriter, dated the Closing Date, covering the matters referred to in Sections 5(c)(iv), 5(c)(v), 5(c)(vii) (but only as to the 
statements in the Base Prospectus under “Description of Capital Stock” and under the caption “Underwriter” in the Prospectus 
Supplement) and 5(c)(x) above and the immediately following confirmation.  
   

With respect to the confirmation above, Cooley Godward LLP and Davis Polk & Wardwell may state that their beliefs are 
based upon their participation in the preparation of the Registration Statement and Prospectus and any amendments or supplements 
thereto and review and discussion of the contents thereof, but are without independent check or verification, except as specified.  
   

The opinion of Cooley Godward LLP described in Section 5(c) above shall be rendered to the Underwriter at the request of the 
Company and shall so state therein.  

   
(e)                                                   The Underwriter shall have received, on each of the date hereof and the Closing Date, a letter dated the date 

hereof or the Closing Date, as the case may be, in form and substance satisfactory to the Underwriter, from Ernst & Young LLP, 
independent public accountants, containing statements and information of the type ordinarily included in accountants’ “comfort letters” 
to underwriters with respect to the financial statements and certain financial information contained in or incorporated by reference into 
the Registration Statement and the Prospectus; provided that the letter delivered on the Closing Date shall use a “cut-off date” not 
earlier than the date hereof.  
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(f)                                                     The “lock-up” agreements, each substantially in the form of Exhibit A hereto, between you and certain 

shareholders, officers and directors of the Company relating to sales and certain other dispositions of shares of Common Stock or 
certain other securities, delivered to you on or before the date hereof, shall be in full force and effect on the Closing Date.  

   
The obligation of the Underwriter to purchase Additional Shares hereunder are subject to the delivery to you on the applicable Option 

Closing Date of such documents as you may reasonably request with respect to the good standing of the Company, the due authorization and 
issuance of the Additional Shares to be sold on such Option Closing Date and other matters related to the issuance of such Additional Shares.  

   
6.                                        Covenants of the Company .  In further consideration of the agreements of the Underwriter herein contained, the Company 

covenants with the Underwriter as follows:  
   
(a)                           To furnish to you, without charge, three signed copies of the Registration Statement (including exhibits thereto) 

and for delivery to the Underwriter a conformed copy of the Registration Statement (without exhibits thereto but including documents 
incorporated by reference) and to furnish to you in New York City, without charge, prior to 10:00 a.m. New York City time on the 
business day next succeeding the date of this Agreement and during the period mentioned in Section 6(c) below, as many copies of the 
Prospectus, any documents incorporated by reference and any supplements and amendments thereto or to the Registration Statement as 
you may reasonably request.  

   
(b)                          Before amending or supplementing the Registration Statement or the Prospectus, to furnish to you a copy of each 

such proposed amendment or supplement and not to file any such proposed amendment or supplement to which you reasonably object, 
and to file with the Commission within the applicable period specified in Rule 424(b) under the Securities Act any prospectus required 
to be filed pursuant to such Rule.  

   
(c)                           If, during such period after the first date of the public offering of the Shares as in the opinion of counsel for the 

Underwriter the Prospectus is required by law to be delivered in connection with sales by an Underwriter or dealer, any event shall 
occur or condition exist as a result of which it is necessary to amend or supplement the Prospectus in order to make the statements 
therein, in the light of the circumstances when the Prospectus is delivered to a purchaser, not misleading, or if, in the opinion of counsel 
for the Underwriter, it is necessary to amend or supplement the Prospectus to comply with applicable law, forthwith to prepare, file with 
the Commission and furnish, at its own expense, to the Underwriter and to the dealers (whose names and addresses you will  
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furnish to the Company) to which Shares may have been sold by you on behalf of the Underwriter and to any other dealers upon 
request, either amendments or supplements to the Prospectus so that the statements in the Prospectus as so amended or supplemented 
will not, in the light of the circumstances when the Prospectus is delivered to a purchaser, be misleading or so that the Prospectus, as 
amended or supplemented, will comply with law.  

   
(d)                          To endeavor to qualify the Shares for offer and sale under the securities or Blue Sky laws of such jurisdictions as 

you shall reasonably request.  
   
(e)                           To make generally available to the Company’s security holders and to you as soon as practicable an earnings 

statement covering the twelve-month period ending June 30, 2004 that satisfies the provisions of Section 11(a) of the Securities Act and 
the rules and regulations of the Commission thereunder.  

   
(f)                             Whether or not the transactions contemplated in this Agreement are consummated or this Agreement is 

terminated, to pay or cause to be paid all expenses incident to the performance of its obligations under this Agreement, including: (i) the 
fees, disbursements and expenses of the Company’s counsel and the Company’s accountants in connection with the registration and 
delivery of the Shares under the Securities Act and all other fees or expenses in connection with the preparation and filing of the 
Registration Statement, any preliminary prospectus, the Prospectus and amendments and supplements to any of the foregoing, including 
all printing costs associated therewith, and the mailing and delivering of copies thereof to the Underwriter and dealers, in the quantities 
hereinabove specified, (ii) all costs and expenses related to the transfer and delivery of the Shares to the Underwriter, including any 
transfer or other taxes payable thereon, (iii) the cost of printing or producing any Blue Sky or legal investment memorandum in 
connection with the offer and sale of the Shares under state securities laws and all expenses in connection with the qualification of the 
Shares for offer and sale under state securities laws as provided in Section 6(d) hereof, including filing fees and the reasonable fees and 
disbursements of counsel for the Underwriter in connection with such qualification and in connection with the Blue Sky or legal 
investment memorandum, (iv) all filing fees and the reasonable fees and disbursements of counsel to the Underwriter incurred in 
connection with the review and qualification of the offering of the Shares by the National Association of Securities Dealers, Inc., (v) all 
costs and expenses incident to listing the Shares on the Nasdaq National Market, (vi) the cost of printing certificates representing the 
Shares, (vii) the costs and charges of any transfer agent, registrar or depositary, (viii) the costs and expenses of the Company relating to 
investor presentations on any “road show” undertaken in connection with the marketing of the offering of the Shares,  
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including, without limitation, expenses associated with the production of road show slides and graphics, fees and expenses of any 
consultants engaged in connection with the road show presentations with the prior approval of the Company, travel and lodging 
expenses of the representatives and officers of the Company and any such consultants, and the cost of any aircraft chartered in 
connection with the road show, (ix) the document production charges and expenses associated with printing this Agreement and (x) all 
other costs and expenses incident to the performance of the obligations of the Company hereunder for which provision is not otherwise 
made in this Section.  It is understood, however, that except as provided in this Section, Section 7 entitled “Indemnity and 
Contribution”, and the last paragraph of Section 9 below, the Underwriter will pay all of their costs and expenses, including fees and 
disbursements of their counsel, stock transfer taxes payable on resale of any of the Shares by them and any advertising expenses 
connected with any offers they may make.  

   
7.                                        Indemnity and Contribution.  (a) The Company agrees to indemnify and hold harmless the Underwriter, each person, if any, 

who controls any Underwriter within the meaning of either Section 15 of the Securities Act or Section 20 of the Exchange Act and each affiliate 
of the Underwriter within the meaning of Rule 405 under the Securities Act from and against any and all losses, claims, damages and liabilities 
(including, without limitation, any legal or other expenses reasonably incurred in connection with defending or investigating any such action or 
claim) caused by any untrue statement or alleged untrue statement of a material fact contained in the Registration Statement or any amendment 
thereof, or the Prospectus (as amended or supplemented if the Company shall have furnished any amendments or supplements thereto), or caused 
by any omission or alleged omission to state therein a material fact required to be stated therein or necessary to make the statements therein not 
misleading, except insofar as such losses, claims, damages or liabilities are caused by any such untrue statement or omission or alleged untrue 
statement or omission based upon information relating to any Underwriter furnished to the Company in writing by the Underwriter expressly for 
use therein provided, however, that the foregoing indemnity agreement with respect to any preliminary prospectus shall not inure to the benefit 
of the Underwriter from whom the person asserting any such losses, claims, damages or liabilities purchased Shares, or any person controlling 
such Underwriter or any affiliate of any Underwriter within the meaning of Rule 405 under the Securities Act which affiliate directly or 
indirectly participated in the distribution of the Shares, if a copy of the Prospectus (as then amended or supplemented if the Company shall have 
furnished any amendments or supplements thereto) was not sent or given by or on behalf of the Underwriter to such person, if required by law so 
to have been delivered, at or prior to the written confirmation of the sale of the Shares to such person, and if the Prospectus (as so amended or 
supplemented) would have cured the defect giving rise to such losses,  
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claims, damages or liabilities, unless such failure is the result of noncompliance by the Company with Section 6(a) hereof.  

   
(b)                                  The Underwriter agrees to indemnify and hold harmless the Company, its directors, its officers who sign the Registration 

Statement and each person, if any, who controls the Company within the meaning of either Section 15 of the Securities Act or Section 20 of the 
Exchange Act to the same extent as the foregoing indemnity from the Company to the Underwriter, but only with reference to information 
relating to the Underwriter furnished to the Company in writing by the Underwriter expressly for use in the Registration Statement, the 
Prospectus or any amendments or supplements thereto.  

   
(c)                                   In case any proceeding (including any governmental investigation) shall be instituted involving any person in respect of which 

indemnity may be sought pursuant to Section 7(a) or 7(b), such person (the “ indemnified party ”) shall promptly notify the person against 
whom such indemnity may be sought (the “ indemnifying party ”) in writing and the indemnifying party, upon request of the indemnified party, 
shall retain counsel reasonably satisfactory to the indemnified party to represent the indemnified party and any others the indemnifying party 
may designate in such proceeding and shall pay the fees and disbursements of such counsel related to such proceeding.  In any such proceeding, 
any indemnified party shall have the right to retain its own counsel, but the fees and expenses of such counsel shall be at the expense of such 
indemnified party unless (i) the indemnifying party and the indemnified party shall have mutually agreed to the retention of such counsel or (ii) 
the named parties to any such proceeding (including any impleaded parties) include both the indemnifying party and the indemnified party and 
representation of both parties by the same counsel would be inappropriate due to actual or potential differing interests between them.  It is 
understood that the indemnifying party shall not, in respect of the legal expenses of any indemnified party in connection with any proceeding or 
related proceedings in the same jurisdiction, be liable for the fees and expenses of more than one separate firm (in addition to any local counsel) 
for all such indemnified parties and that all such fees and expenses shall be reimbursed as they are incurred.  Such firm shall be designated in 
writing by Morgan Stanley & Co. Incorporated, in the case of parties indemnified pursuant to Section 7(a), and by the Company, in the case of 
parties indemnified pursuant to Section 7(b).  The indemnifying party shall not be liable for any settlement of any proceeding effected without its 
written consent, but if settled with such consent or if there be a final judgment for the plaintiff, the indemnifying party agrees to indemnify the 
indemnified party from and against any loss or liability by reason of such settlement or judgment.  No indemnifying party shall, without the prior 
written consent of the indemnified party, effect any settlement of any pending or threatened proceeding in respect of which any indemnified 
party is or could have been a party and indemnity could have been sought hereunder by such indemnified party, unless such settlement includes 
an unconditional release of  
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such indemnified party from all liability on claims that are the subject matter of such proceeding.  
   

(d)                                  To the extent the indemnification provided for in Section 7(a) or 7(b) is unavailable to an indemnified party or insufficient in 
respect of any losses, claims, damages or liabilities referred to therein, then each indemnifying party under such paragraph, in lieu of 
indemnifying such indemnified party thereunder, shall contribute to the amount paid or payable by such indemnified party as a result of such 
losses, claims, damages or liabilities (i) in such proportion as is appropriate to reflect the relative benefits received by the Company on the one 
hand and the Underwriter on the other hand from the offering of the Shares or (ii) if the allocation provided by clause 7(d)(i) above is not 
permitted by applicable law, in such proportion as is appropriate to reflect not only the relative benefits referred to in clause 7(d)(i) above but 
also the relative fault of the Company on the one hand and of the Underwriter on the other hand in connection with the statements or omissions 
that resulted in such losses, claims, damages or liabilities, as well as any other relevant equitable considerations.  The relative benefits received 
by the Company on the one hand and the Underwriter on the other hand in connection with the offering of the Shares shall be deemed to be in 
the same respective proportions as the net proceeds from the offering of the Shares (before deducting expenses) received by the Company and 
the total underwriting discounts and commissions received by the Underwriter, in each case as set forth in the table on the cover of the 
Prospectus, bear to the aggregate Public Offering Price of the Shares.  The relative fault of the Company on the one hand and the Underwriter on 
the other hand shall be determined by reference to, among other things, whether the untrue or alleged untrue statement of a material fact or the 
omission or alleged omission to state a material fact relates to information supplied by the Company or by the Underwriter and the parties’ 
relative intent, knowledge, access to information and opportunity to correct or prevent such statement or omission.  

   
(e)                                   The Company and the Underwriter agree that it would not be just or equitable if contribution pursuant to this Section 7 were 

determined by pro rata allocation or by any other method of allocation that does not take account of the equitable considerations referred to in 
Section 7(d).  The amount paid or payable by an indemnified party as a result of the losses, claims, damages and liabilities referred to in the 
immediately preceding paragraph shall be deemed to include, subject to the limitations set forth above, any legal or other expenses reasonably 
incurred by such indemnified party in connection with investigating or defending any such action or claim.  Notwithstanding the provisions of 
this Section 7, the Underwriter shall not be required to contribute any amount in excess of the amount by which the total price at which the 
Shares underwritten by it and distributed to the public were offered to the public exceeds the amount of any damages that the Underwriter has 
otherwise been required to pay by reason of such untrue or alleged untrue statement or omission or alleged omission.  No person guilty of 
fraudulent misrepresentation (within the meaning of Section 11(f)  
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of the Securities Act) shall be entitled to contribution from any person who was not guilty of such fraudulent misrepresentation.  The remedies 
provided for in this Section 7 are not exclusive and shall not limit any rights or remedies which may otherwise be available to any indemnified 
party at law or in equity.  

   
(f)                                     The indemnity and contribution provisions contained in this Section 7 and the representations, warranties and other statements 

of the Company contained in this Agreement shall remain operative and in full force and effect regardless of (i) any termination of this 
Agreement, (ii) any investigation made by or on behalf of the Underwriter, any person controlling the Underwriter or any affiliate of the 
Underwriter or by or on behalf of the Company, its officers or directors or any person controlling the Company and (iii) acceptance of and 
payment for any of the Shares.  
   

8.                                        Termination .  The Underwriter may terminate this Agreement by notice given by you to the Company, if  after the execution 
and delivery of this Agreement and prior to the Closing Date (i) trading generally shall have been suspended or materially limited on, or by, as 
the case may be, any of the New York Stock Exchange, the American Stock Exchange, the Nasdaq National Market, the Chicago Board of 
Options Exchange, the Chicago Mercantile Exchange or the Chicago Board of Trade, (ii) trading of any securities of the Company shall have 
been suspended on any exchange or in any over-the-counter market, (iii) a material disruption in securities settlement, payment or clearance 
services in the United States shall have occurred, (iv) any moratorium on commercial banking activities shall have been declared by Federal or 
New York State authorities or (v) there shall have occurred any outbreak or escalation of hostilities, or any change in financial markets or any 
calamity or crisis that, in your judgment, is material and adverse and which, singly or together with any other event specified in this clause (v), 
makes it, in your judgment, impracticable or inadvisable to proceed with the offer, sale or delivery of the Shares on the terms and in the manner 
contemplated in the Prospectus.  

   
9.                                        Effectiveness; Defaulting Underwriter .  This Agreement shall become effective upon the execution and delivery hereof by the 

parties hereto.  
   

If this Agreement shall be terminated by the Underwriter, because of any failure or refusal on the part of the Company to comply with 
the terms or to fulfill any of the conditions of this Agreement, or if for any reason the Company shall be unable to perform its obligations under 
this Agreement, the Company will reimburse the Underwriter for all out-of-pocket expenses (including the fees and disbursements of their 
counsel) reasonably incurred by the Underwriter in connection with this Agreement or the offering contemplated hereunder.  

   
10.                                  Counterparts .  This Agreement may be signed in two or more counterparts, each of which shall be an original, with the same 

effect as if the signatures thereto and hereto were upon the same instrument.  
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11.                                  Applicable Law .  This Agreement shall be governed by and construed in accordance with the internal laws of the State of 

New York.  
   

12.                                  Headings .  The headings of the sections of this Agreement have been inserted for convenience of reference only and shall not 
be deemed a part of this Agreement.  
   

[Remainder of page intentionally left blank]  
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Very truly yours,  
      
   

Cerus Corporation  
      
      
   

By:  /s/ Gregory W. Schafer  
      

Name: Gregory W. Schafer  
      

Title: VP Finance, CFO  

Accepted as of the date hereof  
      

         
Morgan Stanley & Co. Incorporated  

      

         
         
By:  /s/ Bryan W. Andrzejewski  

      

   

Name: Bryan W. Andrzejewski  
      

   Title: Executive Director  
      



   
EXHIBIT A 

  
FORM OF LOCK-UP LETTER  

   

   
Morgan Stanley & Co. Incorporated  
1585 Broadway  
New York, NY 10036  
   
Dear Sirs and Mesdames:  
   

The undersigned understands that Morgan Stanley & Co. Incorporated (the “ Underwriter ”) proposes to enter into an Underwriting 
Agreement (the “ Underwriting Agreement ”) with Cerus Corporation, a Delaware corporation (the “ Company ”), providing for the public 
offering (the “ Public Offering ”) by the Underwriter, of 6,000,000 shares (the “ Shares ”) of the common stock, par value $.001 of the 
Company (the “ Common Stock ”).  
   

To induce the Underwriter to continue its efforts in connection with the Public Offering, the undersigned hereby agrees that, without the 
prior written consent of the Underwriter, it will not, during the period commencing on the date hereof and ending 90 days after the date of the 
final prospectus relating to the Public Offering (the “ Prospectus ”), (1) offer, pledge, sell, contract to sell, sell any option or contract to 
purchase, purchase any option or contract to sell, grant any option, right or warrant to purchase, lend, or otherwise transfer or dispose of, directly 
or indirectly, any shares of Common Stock or any securities convertible into or exercisable or exchangeable for Common Stock or (2) enter into 
any swap or other arrangement that transfers to another, in whole or in part, any of the economic consequences of ownership of the Common 
Stock, whether any such transaction described in clause (1) or (2) above is to be settled by delivery of Common Stock or such other securities, in 
cash or otherwise.  The foregoing sentence shall not apply to (a) the sale of any Shares to the Underwriter pursuant to the Underwriting 
Agreement, (b) transactions relating to shares of Common Stock or other securities acquired in open market transactions after the completion of 
the Public Offering, (c) sales by officers and directors at the Company pursuant to plans established in accordance with Rule 10b5-1 under the 
Securities Exchange Act of 1934, as amended (the “Exchange Act”) at a minimum limit order of $30, (d) transfers of shares of Common Stock 
or any security convertible into or exercisable or exchangeable for Common Stock as a bona fide gift or gifts or (e) transfers of shares of 
Common Stock or any security convertible into or exercisable or exchangeable for Common Stock by the undersigned to its affiliates, as such 
term is defined in Rule 405 under the Securities Act of 1933, as  

   

 

   

June 4, 2003  



   
amended; provided that in the case of any transfer or distribution pursuant to clause (d) and (e), (i) each donee or distributee shall execute and 
deliver to Underwriter a duplicate form of this Lock-up Letter and (ii) no filing by any party (donor, donee, transferor or transferee) under 
Section 16(a) of the Securities Exchange Act of 1934, as amended, shall be required or shall be made voluntarily in connection with such 
transfer or distribution (other than a filing on a Form 5 made after the expiration of the 90-day period referred to above).  In addition, the 
undersigned agrees that, without the prior written consent of the Underwriter, it will not, during the period commencing on the date hereof and 
ending 90 days after the date of the Prospectus, make any demand for or exercise any right with respect to, the registration of any shares of 
Common Stock or any security convertible into or exercisable or exchangeable for Common Stock.  The undersigned also agrees and consents to 
the entry of stop transfer instructions with the Company’s transfer agent and registrar against the transfer of the undersigned’s shares of Common 
Stock except in compliance with the foregoing restrictions.  
   

The undersigned understands that the Company and the Underwriter are relying upon this Lock-Up Agreement in proceeding toward 
consummation of the Public Offering.  The undersigned further understands that this Lock-Up Agreement is irrevocable and shall be binding 
upon the undersigned’s heirs, legal representatives, successors and assigns.  
   

Whether or not the Public Offering actually occurs depends on a number of factors, including market conditions.  Any Public Offering 
will only be made pursuant to an Underwriting Agreement, the terms of which are subject to negotiation between the Company and the 
Underwriter.  
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Very truly yours,  
      
      
   

(Name)  
      
      
   

(Address)  



Exhibit 99.1 
   

Contact:  
   
Greg Schafer  
Chief Financial Officer  
Cerus Corporation  
(925) 288-6109  
   

CERUS ANNOUNCES PRICING OF PUBLIC OFFERING  
   
CONCORD, Calif., June 6, 2003 – Cerus Corporation (Nasdaq: CERS) today announced that it has sold 6,000,000 shares of its common stock 
for  gross proceeds before expenses of $54.3 million.   Morgan Stanley & Co. Incorporated acted as the underwriter for the offering.  The 
underwriter has the option to purchase up to an additional 900,000 shares of its common stock to cover over-allotments, if any.  
   
This press release shall not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of these securities in any 
jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such 
jurisdiction.  This offering is being made only by means of a prospectus.  Copies of the prospectus can be obtained from Morgan Stanley & Co. 
Incorporated or by calling the Company.  
   
ABOUT CERUS  
Cerus Corporation is developing medical systems and therapeutics to provide safer and more effective options to patients. The company is 
developing products based on its proprietary Helinx ® technology for controlling biological replication. Cerus’ most  

   
-more-  

   

 



   
advanced programs are focused on systems to enhance the safety of the world’s blood supply. The INTERCEPT Blood System, which is being 
developed in collaboration with subsidiaries of Baxter International Inc., is based on the company’s Helinx technology.  The Intercept Blood 
System is designed to inactivate viruses, bacteria, other pathogens, and white blood cells. The Concord, California-based company also is 
pursuing therapeutic applications of Helinx technology to treat and prevent serious diseases.  
   
Helinx is a trademark of Cerus Corporation  
   
INTERCEPT and INTERCEPT Blood are trademarks of Baxter International Inc.  
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