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(Mark One)
X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
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OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to .

Commission File Number: 0-20859

GERON CORPORATION

(Exact name of registrant as specified in its charter)

DELAWARE 75-2287752
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230 CONSTITUTION DRIVE, MENLO PARK, CA 94025
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(650) 473-7700
(Registrant’s telephone number, including area code)
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(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been

subject to such filing requirements for the past 90 days. Yes x No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate website, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
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PART I. FINANCIAL INFORMATION
ITEM 1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GERON CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS

(IN THOUSANDS)
SEPTEMBER 30, DECEMBER 31,
2011 2010

UNAUDITED

Current assets:

Restricted cash 793 792

Interest and other receivables 1,569 1,799

Total current assets 147,304 195,017

Noncurrent portion of prepaid assets 854

Property and equipment, net 2,247 3,088

&

188,404

&

233,584

Current liabilities:

Accrued compensation 2,855 6,186

Stock issuance obligation 27,500

Fair value of derivatives 137 707

Long-term debt 3,194

Stockholders’ eiuiti:

Additional paid-in capital 928,898 881,358

Accumulated other comprehensive loss 174 6

$ 188,404 $ 233,584

See accompanying notes.
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GERON CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(IN THOUSANDS, EXCEPT SHARE AND PER SHARE DATA)

(UNAUDITED)
THREE MONTHS ENDED NINE MONTHS ENDED
SEPTEMBER 30, SEPTEMBER 30,
2011 2010 2011 2010

License fees and royalties 220 343 1,887 1,812

Research and development (including amounts
for related parties: three months - 2011-none;
2010-$53; nine months — 2011-none; 2010-$697 16,345 13,728 49,644 40,662

Total operating expenses 20,156 18,749 67,895 54,021

Unrealized gain (loss) on derivatives, net 1
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Losses recognized under equity method investment 1,135

I

I
*}]
W
el
58]

Net loss

See accompanying notes.
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(19.522) $ (18344)  $ (64,999) $ (52,015)
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GERON CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
CHANGE IN CASH AND CASH EQUIVALENTS

(IN THOUSANDS)
(UNAUDITED)

NINE MONTHS ENDED
SEPTEMBER 30,
2011 2010

Net loss $ 64,999 $ 52,015

Depreciation and amortization

Accretion of discount on long-term debt

| esepeeonlongemad o _

Loss on retirement/sale of property and equipment

Issuance of common stock in exchange for services by non-employees 507 3,033

Amortization related to 401(k) contributions 630 514

Unrealized gain on fair value of derivatives 570 133

Other current and noncurrent assets 3,557 3,778

Translation adjustment 4 12
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Proceeds from issuances of common stock and warrants, net of issuance costs

Net cash provided by financing activities

Netdecrowencashandeshequivalens s am

Cash and cash equivalents at the beginning of the period

See accompanying notes.
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GERON CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2011
(UNAUDITED)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

LIS

The terms “Geron”, the “Company”, “we” and “us” as used in this report refer to Geron Corporation. The accompanying unaudited condensed
consolidated balance sheet as of September 30, 2011 and unaudited condensed consolidated statements of operations for the three and nine
months ended September 30, 2011 and 2010 have been prepared in accordance with generally accepted accounting principles for interim
financial information and with the instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the
information and footnotes required by U.S. generally accepted accounting principles for complete financial statements. In the opinion of
management of Geron, all adjustments (consisting only of normal recurring accruals) considered necessary for a fair presentation have been
included. Operating results for the three and nine month periods ended September 30, 2011 are not necessarily indicative of the results that may
be expected for the year ending December 31, 2011 or any other period. These financial statements and notes should be read in conjunction with
the financial statements for each of the three years ended December 31, 2010, included in the Company’s Annual Report on Form 10-K. The
accompanying condensed consolidated balance sheet as of December 31, 2010 has been derived from audited financial statements at that date.

Principles of Consolidation

The condensed consolidated financial statements include the accounts of Geron, our wholly-owned subsidiary, Geron Bio-Med Ltd. (Geron
Bio-Med), a United Kingdom company, and our majority-owned subsidiary, TA Therapeutics, Ltd. (TAT), a Hong Kong company. We have
eliminated intercompany accounts and transactions. We prepare the financial statements of Geron Bio-Med using the local currency as the
functional currency. We translate the assets and liabilities of Geron Bio-Med at rates of exchange at the balance sheet date and translate income
and expense items at average monthly rates of exchange. The resultant translation adjustments are included in accumulated other comprehensive
income (loss), a separate component of stockholders’ equity. The functional currency for TAT is U.S. dollars. In July 2010, the board of directors
and shareholders of TAT approved actions to commence a voluntary winding up of the company. The full wind up of TAT was completed in
March 2011.

We evaluate whether significant transactions require consideration of the variable interest consolidation model. For those entities in which
we have a variable interest, we consider whether we are the primary beneficiary. Variable interest entities (VIEs) for which we are the primary
beneficiary are required to be consolidated. We currently are not the primary beneficiary of any VIE. See Note 3 on Equity Method Investment.

Net Loss Per Share

Basic earnings (loss) per share is calculated based on the weighted average number of shares of common stock outstanding during the period.
Diluted earnings (loss) per share is calculated based on the weighted average number of shares of common stock and dilutive securities
outstanding during the period. Potential dilutive securities primarily consist of outstanding employee stock options, restricted stock and warrants
to purchase common stock and are determined using the treasury stock method at an average market price during the period.

Because we are in a net loss position, diluted earnings (loss) per share excludes the effects of potential dilutive securities. Had we been in a
net income position, diluted earnings per share would have included the shares used in the computation of basic net loss per share as well as an
additional 531,446 and 1,117,454 shares for 2011 and 2010, respectively, related to outstanding options, restricted stock and warrants (as
determined using the treasury stock method at the estimated average market value).

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires us to make
estimates and assumptions that affect the amounts reported in the financial statements and accompanying notes. On a regular basis, management
evaluates these estimates and assumptions. Actual results could differ from those estimates.
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GERON CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2011

(UNAUDITED)
Restricted Cash
The components of restricted cash are as follows:
September December
30, 31,
2011 2010
(In thousands)
Certificate of deposit for unused equipment line of credit $ 530 $ 530
Certificate of deposit for credit card purchases 263 262

$ 793 $ 792
Fair Value of Financial Instruments

Cash Equivalents and Marketable Securities

We consider all highly liquid investments with an original maturity of three months or less to be cash equivalents. We are subject to credit
risk related to our cash equivalents and marketable securities. We currently place our cash and cash equivalents in money market funds and
municipal securities. Our investments include U.S. government-sponsored enterprise securities, certificates of deposit, commercial paper and
corporate notes with original maturities ranging from six to 24 months.

We classify our marketable securities as available-for-sale. We record available-for-sale securities at fair value with unrealized gains and
losses reported in accumulated other comprehensive income (loss) in stockholders’ equity. Realized gains and losses are included in interest and
other income and are derived using the specific identification method for determining the cost of securities sold and have been insignificant to
date. Dividend and interest income are recognized when earned and included in interest and other income in our condensed consolidated
statements of operations. We recognize a charge when the declines in the fair values below the amortized cost basis of our available-for-sale
securities are judged to be other-than-temporary. We consider various factors in determining whether to recognize an other-than-temporary
charge, including whether we intend to sell the security or whether it is more likely than not that we would be required to sell the security.
Declines in market value associated with credit losses judged as other-than-temporary result in a charge to interest and other income.
Other-than-temporary charges not related to credit losses are included in accumulated other comprehensive income (loss) in stockholders’ equity.
No other-than-temporary impairment charges were recorded for our available-for-sale securities for the three and nine months ended September
30, 2011 and 2010. See Note 2 on Fair Value Measurements.

Marketable and Non-Marketable Investments in Licensees

Investments in non-marketable nonpublic companies, in which we own less than 20% of the outstanding voting stock and do not otherwise
have the ability to exert significant influence over the investees, are carried at cost, as adjusted for other-than-temporary impairments.
Investments in marketable equity securities are carried at fair value as of the balance sheet date with unrealized gains and losses reported in
accumulated other comprehensive income (loss) in stockholders’ equity. Realized gains or losses are included in interest and other income and
are derived using the specific identification method.

We apply the equity method of accounting for investments in licensees in which we own more than 20% of the outstanding voting stock or
otherwise have the ability to exert significant influence over the investees, but are not the primary beneficiary. Under this method, we increase
(decrease) the carrying value of our investment by a proportionate share of the investee’s earnings (losses). If losses exceed the carrying value of
the investment, losses are then applied against any advances to the investee, including any commitment to provide financial support, until those
amounts are reduced to zero. Commitments to provide financial support include formal guarantees, implicit arrangements, reputational
expectations, intercompany relationships or a consistent past history of providing financial support. The equity method is then suspended until
the investee has earnings. Any proportionate share of investee earnings is first applied to the share of accumulated losses not recognized during
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the period the equity method was suspended. We recognize previously suspended losses to the extent additional investment is determined to
represent the funding of prior losses.
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GERON CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2011
(UNAUDITED)

We monitor our investments in licensees for impairment on a quarterly basis and make appropriate reductions in carrying values when such
impairments are determined to be other-than-temporary. Other-than-temporary charges are included in interest and other income. Factors used in
determining whether an other-than-temporary charge should be recognized include, but are not limited to: the current business environment
including competition and uncertainty of financial condition; going concern considerations such as the rate at which the investee company
utilizes cash, and the investee company’s ability to obtain additional private financing to fulfill its stated business plan; the need for changes to
the investee company’s existing business model due to changing business environments and its ability to successfully implement necessary
changes; and the general progress toward product development, including clinical trial results. See Note 2 on Fair Value Measurements.

Fair Value of Derivatives

For warrants and non-employee options classified as assets or liabilities, the fair value of these instruments is recorded on the condensed
consolidated balance sheet at inception of such classification and adjusted to fair value at each financial reporting date. The change in fair value
of the warrants and non-employee options is recorded in the condensed consolidated statements of operations as unrealized gain (loss) on
derivatives. Fair value of warrants and non-employee options is estimated using the Black Scholes option-pricing model. The warrants and
non-employee options continue to be reported as an asset or liability until such time as the instruments are exercised or expire or are otherwise
modified to remove the provisions which require this treatment, at which time these instruments are marked to fair value and reclassified from
assets or liabilities to stockholders’ equity. For warrants and non-employee options classified as permanent equity, the fair value of the warrants
and non-employee options is recorded in stockholders’ equity as of their respective vesting dates and no further adjustments are made. See Note 2
on Fair Value Measurements.

Long-Term Debt

We estimate the fair value of our long-term debt instruments using market information for similar long-term debt. In connection with each
disbursement under the Loan Agreement with the California Institute for Regenerative Medicine (CIRM), we are obligated to issue to CIRM
warrants to purchase our common stock. The fair value of the CIRM warrants is estimated using the Black Scholes option-pricing model. The
carrying value of the CIRM loan is determined by allocating the proceeds between the fair values of the debt and warrants using the relative fair
value method. The discount to the debt resulting from the allocation of proceeds between fair values of the debt and warrants is amortized to
interest expense and accreted to the principal face value of the debt over the term of the CIRM loan using the effective interest rate
method. Allocation of proceeds to the fair value of the warrants is recorded as permanent equity. For further discussion regarding the CIRM
loan and warrants, see Note 4 on Long-Term Debt.

Revenue Recognition

We have several license agreements with various oncology, diagnostics, research tools, agriculture and biologics production companies.
With certain of these agreements, we receive nonrefundable license payments in cash or equity securities, option payments in cash or equity
securities, royalties on future sales of products, milestone payments, or any combination of these items. Upfront nonrefundable signing, license
or non-exclusive option fees are recognized as revenue when rights to use the intellectual property related to the license have been delivered and
over the term of the agreement if we have continuing performance obligations. Milestone payments, which are subject to substantive
contingencies, are recognized upon completion of specified milestones, representing the culmination of the earnings process, according to
contract terms. Royalties are generally recognized upon receipt of the related royalty payment. Deferred revenue represents the portion of
research and license payments received which has not been earned. When payments are received in equity securities, we do not recognize any
revenue unless such securities are determined to be realizable in cash.

We recognize revenue under collaborative agreements as the related research and development costs for services are rendered. We recognize
related party revenue under collaborative agreements as the related research and development costs for services are rendered and when the
source of funds have not been derived from our contributions to the related party.

Research and Development

13
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Research and development expenses consist of expenses incurred in identifying, developing and testing our product candidates resulting
from our independent efforts as well as efforts associated with collaborations. These expenses include, but are not limited to, acquired in-process
research and development deemed to have no alternative future use, payroll and personnel expense, lab supplies, preclinical studies, clinical
trials, raw materials to manufacture clinical trial drugs, manufacturing costs for research and clinical trial materials, sponsored research at other
labs, consulting, costs to maintain technology licenses and research-related overhead. Research and development costs are expensed as incurred,
including payments made under our license agreements.
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GERON CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2011
(UNAUDITED)

A significant component of our research and development expenses is clinical trial costs. We review and accrue clinical trial expenses based
on work performed, which relies on estimates of total costs incurred based on patient enrollment, completion of patient studies and other events.
We validate our accruals quarterly with our vendors and perform detailed reviews of the activities related to our significant contracts. Accrued
clinical costs are subject to revisions as trials progress to completion. Revisions are charged to expense in the period in which the facts that give
rise to the revision become known.

Depreciation and Amortization

We record property and equipment at cost and calculate depreciation using the straight-line method over the estimated useful lives of the
assets, generally four years. Leasehold improvements are amortized over the shorter of the estimated useful life or remaining term of the lease.

Stock-Based Compensation

We recognize compensation expense on a straight-line basis over the requisite service period, which is generally the vesting period. The
following table summarizes the stock-based compensation expense related to stock options, restricted stock awards and employee stock
purchases for the three and nine months ended September 30, 2011 and 2010, which was allocated as follows:

Three Months Ended Nine Months Ended

September 30, September 30,

2011 2010 2011 2010

(In thousands)
Research and development $ 1,421  $ 2,124 $ 4,685 $ 4,867
General and administrative 945 2,198 7,847 5,575
Stock-based compensation expense included in

operating expenses $ 2,366 $ 4,322 $ 12532 §$ 10,442

In February 2011, we and Thomas B. Okarma, Ph.D., M.D. entered into a separation agreement that provided for, among other things, the
modification of the vesting and exercise periods of certain outstanding restricted stock awards and stock options held by Dr. Okarma. Non-cash
stock-based compensation expense of approximately $3,472,000 has been included in general and administrative expense for the modifications.

As stock-based compensation expense recognized in the condensed consolidated statements of operations for the three and nine months
ended September 30, 2011 and 2010 is based on awards ultimately expected to vest, it has been reduced for estimated forfeitures but, at a
minimum, reflects the grant-date fair value of those awards that actually vested in the period. Forfeitures have been estimated at the time of grant
based on historical experience and revised, if necessary, in subsequent periods if actual forfeitures differ from those estimates.
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GERON CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2011
(UNAUDITED)

Stock Options

The fair value of options granted during the nine months ended September 30, 2011 and 2010 has been estimated at the date of grant using
the Black Scholes option-pricing model with the following assumptions:

Nine Months Ended September 30,

2011 2010
Dividend yield None None
Expected volatility range 0.629 to 0.644 0.625 to 0.629
Risk-free interest rate range 0.88% t0 2.37% 1.46% to 2.65%
Expected term 5 yrs 5 yrs

Employee Stock Purchase Plan

The fair value of employees’ purchase rights during the nine months ended September 30, 2011 and 2010 has been estimated using the Black
Scholes option-pricing model with the following assumptions:

Nine Months Ended September 30,

2011 2010
Dividend yield None None
Expected volatility range 0.278 to0 0.584 0.468 to 0.995
Risk-free interest rate range 0.10% to 0.32% 0.18% to 0.54%
Expected term range 6 - 12 mos 6 - 12 mos

Dividend yield is based on historical cash dividend payments and Geron has paid no dividends to date. The expected volatility range is based
on historical volatilities of our stock since traded options on Geron stock do not correspond to option terms and the trading volume of options is
limited. The risk-free interest rate range is based on the U.S. Zero Coupon Treasury Strip Yields for the expected term in effect on the date of
grant for an award. The expected term of options is derived from actual historical exercise data and represents the period of time that options
granted are expected to be outstanding. The expected term of employees’ purchase rights is equal to the purchase period. We grant service-based
options under our equity plans to employees, non-employee directors and consultants, for which the vesting period is generally four years.

Restricted Stock Awards

We grant restricted stock awards to employees and non-employee directors with three types of vesting schedules: (i) service-based, (ii)
performance-based or (iii) market-based. Service-based awards generally vest annually over four years. Performance-based awards vest only
upon achievement of discrete strategic corporate goals within a specified performance period, generally three years. Market-based awards vest
only upon achievement of certain market price thresholds of our common stock within a specified performance period, generally three years.

The fair value for service-based restricted stock awards is determined using the fair value of our common stock on the date of grant. The fair
value is amortized as compensation expense over the requisite service period of the award on a straight-line basis and is reduced for estimated
forfeitures, as applicable.

The fair value for performance-based restricted stock awards is determined using the fair value of our common stock on the date of grant.
Compensation expense for awards with performance conditions is recognized over the period from the date the performance condition is
determined to be probable of occurring through the date the applicable condition is expected to be met and is reduced for estimated forfeitures,
as applicable. If the performance condition is not considered probable of being achieved, no expense is recognized until such time as the
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performance condition is considered probable of being met, if ever. If performance-based restricted stock awards are modified such that no
continuing service is required for the award to vest and achievement of the performance condition is not considered probable on the date of
modification, then no compensation cost is recognized until it becomes probable that the performance condition will be met. If that assessment
of the probability of the performance condition being met changes, the impact of the change in estimate would be recognized in the period of the
change. If the requisite service has been provided prior to the change in estimate, the effect of the change in estimate would be immediately
recognized. We have not recognized any stock-based compensation expense for performance-based restricted stock awards in our condensed
consolidated statements of operations for the three and nine months ended September 30, 2011 and 2010 as the achievement of the specified
performance criteria was not considered probable during that time.
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GERON CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2011
(UNAUDITED)

The fair value for market-based restricted stock awards is determined using a lattice valuation model with a Monte Carlo simulation. The
model takes into consideration the historical volatility of our stock and the risk-free interest rate at the date of grant. In addition, the model is
used to estimate the derived service period for the awards. The derived service period is the estimated period of time that would be required to
satisfy the market condition, assuming the market condition will be satisfied. Compensation expense is recognized over the derived service
period for the awards using the straight-line method and is reduced for estimated forfeitures, as applicable, but is accelerated if the market
condition is achieved earlier than estimated. The market conditions for the market-based restricted stock awards were not achieved as of
September 30, 2011.

Non-Employee Stock-Based Awards

For our non-employee stock-based awards, the measurement date on which the fair value of the stock-based award is calculated is equal to
the earlier of (i) the date at which a commitment for performance by the counterparty to earn the equity instrument is reached or (ii) the date at
which the counterparty’s performance is complete. We recognize stock-based compensation expense for the fair value of the vested portion of
non-employee awards in our condensed consolidated statements of operations.

Comprehensive Loss

Comprehensive loss is comprised of net loss and other comprehensive income (loss). Other comprehensive income (loss) includes certain
changes in stockholders’ equity which are excluded from net loss. The activity in comprehensive loss during the three and nine months ended
September 30, 2011 and 2010 was as follows:

Three Months Ended Nine Months Ended

September 30, September 30,

2011 2010 2011 2010

(In thousands)
Net loss $  (19,522) $ (18,344) $  (64,999) $ (52,015
Change in net unrealized gain on available-for-sale

securities and marketable investments in licensees (124) 240 (82) 378

Change in foreign currency translation adjustments 8) 15 4 12
Comprehensive loss $  (19,654) $ (18,089) $  (65,077) $  (51,625)

The components of accumulated other comprehensive loss were as follows:

September 30, 2011 December 31, 2010
(In thousands)
Unrealized (loss) gain on available-for-sale securities and

marketable investments in licensees, net $ (10) $ 72
Foreign currency translation adjustments (164) (168)
Accumulated other comprehensive loss $ (174) $ 96)

Recently Issued Accounting Standards

In May 2011, the Financial Accounting Standards Board (FASB) issued a new accounting standard on fair value measurements that clarifies
the application of existing guidance and disclosure requirements, changes certain fair value measurement principles and requires additional
disclosures about fair value measurements that are estimated using significant unobservable (Level 3) inputs. This new guidance is to be applied
prospectively. We are required to adopt this standard in January 2012. We do not expect that this adoption will have a material impact on our
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financial statements.

In June 2011, the FASB issued a new accounting standard on the presentation of comprehensive income. The new standard requires the
presentation of comprehensive income, the components of net income and the components of other comprehensive income either in a single
continuous statement of comprehensive income or in two separate but consecutive statements. The new standard also requires presentation of
adjustments for items that are reclassified from other comprehensive income to net income in the statement where the components of net income
and the components of other comprehensive income are presented. We are required to adopt this standard in January 2012 and apply it
retrospectively. We do not expect that this adoption will have a material impact on our financial statements.
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GERON CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2011
(UNAUDITED)

2. FAIR VALUE MEASUREMENTS

We categorize assets and liabilities recorded at fair value on our condensed consolidated balance sheet based upon the level of judgment
associated with inputs used to measure their fair value. The categories are as follows:

Level 1 — Inputs are unadjusted, quoted prices in active markets for identical assets or liabilities at the measurement date. An active market for the
asset or liability is a market in which transactions for the asset or liability occur with sufficient frequency and volume to provide pricing
information on an ongoing basis.

Level 2 — Inputs (other than quoted market prices included in Level 1) are either directly or indirectly observable for the asset or liability through
correlation with market data at the measurement date and for the duration of the instrument’s anticipated life.

Level 3 — Inputs reflect management’s best estimate of what market participants would use in pricing the asset or liability at the measurement date.
Consideration is given to the risk inherent in the valuation technique and the risk inherent in the inputs to the model.

A financial instrument’s categorization within the valuation hierarchy is based upon the lowest level of input that is significant to the fair
value measurement. Following is a description of the valuation methodologies used for instruments measured at fair value on our condensed
consolidated balance sheet, including the category for such instruments.

Cash Equivalents and Marketable Securities Available-for-Sale

Where quoted prices are available in an active market, securities are categorized as Level 1. Examples of such Level 1 securities include
certificates of deposit and money market funds. If quoted market prices are not available for the specific security, then fair values are estimated
by using pricing models, quoted prices of securities with similar characteristics or discounted cash flows. Examples of such Level 2 instruments
include U.S. Treasury securities, U.S. government-sponsored enterprise securities, municipal securities, corporate notes, asset-backed securities
and commercial paper.

Marketable securities by security type at September 30, 2011 were as follows:

Gross Gross
Unrealized Unrealized Estimated
Cost Gains Losses Fair Value
(In thousands)
Included in cash and cash equivalents:
Money market funds $ 11,056 $ — 3 — 3 11,056
Municipal securities 15,195 — — 15,195
$ 26,251  $ — $ — 26,251
Restricted cash:
Certificates of deposit $ 793 $ — $ — 793
Marketable securities:
Certificate of deposit (due in less than 1 year) $ 332 $ — $ — 332
Government-sponsored enterprise securities (due in
less than 1 year) 12,139 12 (1) 12,150
Government-sponsored enterprise securities (due in
1 to 2 years) 12,490 38 21 12,507
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Commercial paper (due in less than 1 year) 27,210 38 — 27,248
Corporate notes (due in less than 1 year) 68,453 14 (70) 68,397
Corporate notes (due in 1 to 2 years) 25,434 26 (46) 25,414

$ 146,058 $ 128§ (138) $ 146,048
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Marketable securities by security type at December 31, 2010 were as follows:
Gross Gross

Unrealized  Unrealized Estimated

Cost Gains Losses Fair Value

iIn thousa.ndsi
Monei market funds $ 21,076 $ — $ — 3 21,076
Commercial iaier 3,499 — — 3,499

$ 44,881 $ — 3 1 $ 44,880

Certificates of deiosit $ 792 % — $ — 3 792

Certificate of deposit (due in less than 1 year $ 325 % — $ — 3 325

27,270 9 11 27,268

Government-sponsored enterprise securities (due in
1 to 2 years

Coiorate notes idue in less than 1 ieari 116,822 127 i56i 116,893
Investments in licensees 1 — — 1

Marketable securities with unrealized losses at September 30, 2011 and December 31, 2010 were as follows:

Less Than 12 Months 12 Months or Greater Total

Gross Gross Gross
Estimated Unrealized Estimated Unrealized  Estimated Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses

In thousands
*--—

Government-sponsored enterprise
securities (due in less than 1 year $ 4,033 $ 1 $ — $ $ 4,033 $ 1

Coiorate notes idue in less than 1 ieari 52,671 i70i — — 52,671 i70i

$ 75674 $ (138) $ — 3 — $ 75674 $ (138)
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As of December 31, 2010:

Government-sponsored enterprise

securities (due in less than 1 year) $ 7287 % (1) $ — $ —  $ 7287 % (D
Government-sponsored enterprise

securities (due in 1 to 2 years) 15,287 an — — 15,287 (11)
Corporate notes (due in less than 1 year) 61,354 (56) 3,019 (D 64,373 (57)
Corporate notes (due in 1 to 2 years) 4,313 3) — — 4,313 A3)

$ 88241 $ (71) $ 3019 $ () $ 91260 $ (72)

The gross unrealized losses related to government-sponsored enterprise securities and corporate notes as of September 30, 2011 and
December 31, 2010 were due to changes in interest rates. We determined that the gross unrealized losses on our marketable securities as of

September 30, 2011 and December 31, 2010 were temporary in nature. We review our investments quarterly to identify and evaluate whether
any investments have indications of possible impairment. Factors considered in determining whether a loss is temporary include the length of
time and extent to which the fair value has been less than the cost basis, the financial condition and near-term prospects of the investee, and
whether we intend to sell the security or whether it is more likely than not that we would be required to sell the security. We currently do not
intend to sell these securities before recovery of their amortized cost basis.

11
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Marketable and Non-Marketable Investments in Licensees

Where quoted prices are available in an active market, securities are categorized as Level 1. Level 1 securities include publicly traded
equities. Significant investments in licensees accounted for using the equity method of accounting or equity securities in non-marketable
companies are not measured at fair value and are not assigned a category level.

As of September 30, 2011 and December 31, 2010, the carrying values of our investments in non-marketable nonpublic companies were zero
and $503,000, respectively. We recognized no charges related to other-than-temporary declines in fair values of investments in licensees for the
three and nine months ended September 30, 2011 and 2010. See Note 3 on Equity Method Investment for further discussion of investments in
licensees.

Derivatives

Warrants to purchase common stock and non-employee options are normally traded less actively, have trade activity that is one way, and/or
traded in less-developed markets and are therefore valued based upon models with significant unobservable market parameters, resulting in
Level 3 categorization.

The fair value of derivatives has been calculated at each reporting date using the Black Scholes option-pricing model with the following
assumptions:

September 30, 2011 December 31, 2010

Dividend yield None None
Expected volatility 0.700 0.668
Risk-free interest rate 0.42% 2.01%
Expected term 4 yrs 4 yrs

Dividend yield is based on historical cash dividend payments and Geron has paid no dividends to date. The expected volatility is based on
historical volatilities of our stock since traded options on Geron stock do not correspond to derivatives’ terms and trading volume of Geron
options is limited. The risk-free interest rate is based on the U.S. Zero Coupon Treasury Strip Yields for the expected term in effect on the
reporting date. The expected term of derivatives is equal to the remaining contractual term of the instrument.

As of September 30, 2011 and December 31, 2010, the following non-employee options to purchase common stock were considered
derivatives and classified as current liabilities:

At September 30, 2011 At December 31, 2010

Number Fair Number Fair
Issuance Exercise  Exercisable Expiration of Value of Value
(In (In
Date Price Date Date Shares thousands)  Shares thousands)
March 2005 $ 6.39 January 2007 March 2015 284,600 $ 137 284,600 $ 707

Non-employee options for which performance obligations are complete are classified as derivative liabilities on our condensed consolidated
balance sheet. Upon the exercise of these options, the instruments are marked to fair value and reclassified from derivative liabilities to
stockholders’ equity. No reclassifications from current liabilities to stockholders’ equity were made for derivatives during the nine months ended
September 30, 2011.
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We estimate the fair value of our long-term debt instruments using market information for similar long-term debt. In connection with each
disbursement under the CIRM loan, we are obligated to issue to CIRM warrants to purchase our common stock. The fair value of the CIRM
warrants is estimated using the Black-Scholes option-pricing model. The carrying value of the CIRM loan is determined by allocating the
proceeds between the fair values of the debt and warrants using the relative fair value method. The estimated fair value of our outstanding debt
as of the date of issuance was $3,141,000. The book value of our outstanding debt as of September 30, 2011 was $3,194,000, which includes
amortized debt discount of $33,000 and accrued interest of $20,000. For further discussion regarding the CIRM loan and warrants, see Note 4 on

Long-Term Debt.

Fair Value on a Recurring Basis

The following table presents information about our financial assets and liabilities that are measured at fair value on a recurring basis as of

September 30, 2011, and indicates the fair value category assigned.

(In thousands)

Assets

Money market funds (1)

Certificate of deposit (2)

Municipal securities (1)

Government-sponsored enterprise securities (2) (3)
Commercial paper (2)

Corporate notes (2) (3)

Total

(In thousands)
Liabilities
Derivatives (4)

Fair Value Measurements at Reporting Date Using

Significant

Quoted

Prices in Other Significant

Active

Markets for Observable Unobservable

Identical

Assets Inputs Inputs

Level 1 Level 2 Level 3 Total

$ 11,056 $ — 3 — 3

332 — —

— 15,195 —
— 24,657 —
— 27,248 —
— 93,811 —

$ 11,388 $ 160,911 $ — $

Fair Value Measurements at Reporting Date Using

Significant
Quoted
Prices in Other Significant
Active
Markets for Observable Unobservable
Identical
Assets Inputs Inputs
Level 1 Level 2 Level 3 Total
$ — 3 — 3 137  $

€8 Included in cash and cash equivalents on our condensed consolidated balance sheet.

11,056
332
15,195
24,657
27,248
93,811
172,299

137
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Included in current marketable securities on our condensed consolidated balance sheet.
Included in noncurrent marketable securities on our condensed consolidated balance sheet.
Included in fair value of derivatives on our condensed consolidated balance sheet.

13
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Changes in Level 3 Recurring Fair Value Measurements

The tables below include a rollforward of the balance sheet amounts for the three and nine months ended September 30, 2011 (including the
change in fair value), for financial instruments in the Level 3 category. When a determination is made to classify a financial instrument within
Level 3, the determination is based upon the significance of the unobservable parameters to the overall fair value measurement. However, Level
3 financial instruments typically include, in addition to the unobservable components, observable components (that is, components that are
actively quoted and can be validated to external sources). Accordingly, the gains and losses in the table below include changes in fair value due
in part to observable factors that are part of the methodology.

Fair Value Measurements Using Significant Unobservable Inputs (Level 3)

Three Months Ended September 30, 2011

Change in
Unrealized Gains
Total Purchases, Related to
Unrealized Sales, Transfers Financial
Fair In Fair Value
Value at Gains Issuances, and/or at Instruments
September
June 30, Included in Settlements, Out of 30, Held at
Level
(In thousands) 2011 Earnings, net (1) net 3 2011 September 30, 2011 (1)
Derivative liabilities $ 428 $ 291) $ — $ — 3 137  $ (291)

Fair Value Measurements Using Significant Unobservable Inputs (Level 3)

Nine Months Ended September 30, 2011

Change in
Unrealized Gains
Total Purchases, Related to
Unrealized Sales, Transfers Financial
Fair In Fair Value
Value at Gains Issuances, and/or at Instruments
December September
31, Included in Settlements, Out of 30, Held at
Level
(In thousands) 2010 Earnings, net (1) net 3 2011 September 30, 2011 (1)
Derivative liabilities $ 707 $ (570) $ — 3 — $ 137  $ (570)

(1)  Reported as unrealized gain on fair value of derivatives in our condensed consolidated statements of operations.

3. EQUITY METHOD INVESTMENT

In April 2005, we and Exeter Life Sciences, Inc. (Exeter) established Start Licensing, Inc. (Start), a joint venture to manage and license a
broad portfolio of intellectual property rights related to animal reproductive technologies. We and Exeter owned 49.9% and 50.1% of Start,
respectively. In connection with the establishment of Start, we granted a worldwide, exclusive, non-transferable license to our patent rights to
nuclear transfer technology for use in animal cloning, with the right to sublicense such patent rights. Since there was no net book value
associated with the patent rights at the execution of the joint venture, no initial value was recognized for our investment in Start. We suspended
the equity method of accounting since our proportionate share of net losses in Start exceeded our original carrying value of the investment and
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we had no commitments to provide financial support or obligations to perform services or other activities for Start.

In August 2008, we and Exeter entered into Contribution Agreements whereby we and Exeter exchanged our equity interests in Start for
equity interests in ViaGen, Inc. (ViaGen). As a result of the exchange, Start became a wholly-owned subsidiary of ViaGen. Ownership of
ViaGen immediately following the transaction was as follows: Exeter— 69%; Geron — 27%; and Smithfield Foods — 4%. Since no value had been
recorded for our investment in Start, the same zero carrying value was applied to our investment in ViaGen. Geron’s share of equity method
losses from Start that were not recognized during the period the equity method was suspended was carried over to the investment in ViaGen.

In September 2009, we purchased $3,603,000 in equity from ViaGen and simultaneously Exeter converted its outstanding debt with ViaGen
into equity. The new equity purchase did not fund prior ViaGen losses and represented additional financial support to ViaGen. Ownership of
ViaGen upon consummation of the transactions was as follows: Exeter — 70%; Geron28%; and Smithfield Foods — 2%. With the new investment
in 2009, we resumed applying the equity method of accounting by increasing (decreasing) the carrying value of our investment by our
proportionate share of ViaGen’s earnings (losses).

14

29



Edgar Filing: GERON CORP - Form 10-Q

Table of Contents

GERON CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2011
(UNAUDITED)

In November 2010, we provided a loan of $1,500,000 to ViaGen to fund its operations. Also in November 2010, we agreed to appoint one of
our ViaGen board member representatives as executive chairman of the ViaGen board and purchased $23,000 in ViaGen equity directly from
another shareholder, Moral Compass Corporation (MCC, previously referred to as Exeter). As of September 30, 2011, ownership of ViaGen was
as follows: MCC — 58%; Geron — 40%; and Smithfield Foods — 2%.

Since ViaGen does not have sufficient equity to finance its own activities without additional subordinated financial support, it meets the
definition of a VIE. By providing financial support to ViaGen, we are a variable interest holder. However, as of September 30, 2011, we lacked
the power to direct activities that most significantly impact ViaGen’s economic performance. Although one of our ViaGen board representatives
serves as executive chairman of the ViaGen board, he has no additional rights or obligations to direct ViaGen’s activities. Control over ViaGen’s
economic performance is driven by the ViaGen management team with authorization and approval from the entire ViaGen board, which is
currently comprised of two Geron representatives and two MCC representatives. As the majority holder of the equity and debt of ViaGen, MCC
maintains controlling financial interest over the company, including the right to appoint a third board member, giving them majority control of
the ViaGen board. Accordingly, we have not included ViaGen’s financial information with our consolidated results.

For the three and nine months ended September 30, 2011, we recognized zero and $503,000, respectively, for our proportionate share of
ViaGen’s operating losses compared to $243,000 and $1,135,000 for the comparable 2010 periods. Our share of losses is recorded in the
condensed consolidated statements of operations under losses recognized under equity method investment.

Our maximum exposure to loss pertaining to ViaGen represents the balance sheet carrying amount of our investment in ViaGen which
reflects the initial amount of cash invested less our proportionate share of losses over time. The adjusted basis of our investment in ViaGen at
September 30, 2011 and December 31, 2010 was zero and $503,000, respectively, which is reflected under investments in licensees on our
condensed consolidated balance sheet. We suspended the equity method of accounting during the quarter ended June 30, 2011 since the adjusted
basis of our investment was zero at June 30, 2011 and we have no commitments to provide financial support or obligations to perform services
or other activities for ViaGen.

4. LONG-TERM DEBT

Effective August 1, 2011, we entered into a Loan Agreement with the California Institute for Regenerative Medicine (CIRM) solely to
support development of our human embryonic stem-cell derived oligodendrocyte progenitor therapy (GRNOPC1) for the treatment of spinal
cord injury. CIRM shall disburse an aggregate of approximately $24,847,000 to us over a period of three years commencing on August 1, 2011
and ending on July 31, 2014. The disbursements are pursuant to an established schedule and, in certain cases, are conditioned upon the
achievement of project milestones. The interest rate for each quarterly disbursement of the loan is equal to the one-year London Interbank
Offered Rate (LIBOR) plus 2%. Interest is compounded annually on the principal amount from the date of the applicable disbursement.
Repayment of the principal and any accrued interest shall be due and payable at the end of the initial term of five years (August 1, 2016). We
may request extension of the Loan Agreement for one additional term of five years to August 1, 2021. If the loan is extended, certain interest
payments are due during the second five years. Repayment of principal and interest may be suspended if the supported project is abandoned for
any reason. Any principal or interest amount that has not been due and payable for 15 years after the granting of a suspension of repayment
automatically will be forgiven by CIRM.

CIRM has the right to accelerate repayment of the loan amount in the event of a change in control of Geron and under certain termination
provisions, such as in the event of a no go milestone, including, but not limited to, the occurrence of serious safety issues in a clinical trial that
lead to termination of all clinical studies under the GRNOPCI1 spinal cord injury project. If certain progress milestones are not met at the end of
the first or second year of the project, CIRM may adjust the schedule of disbursements for subsequent years, based on the project costs
associated with the elements of the milestone that are unmet, upon consultation with us.
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Other conditions of the Loan Agreement include customary representations, warranties and covenants, including restrictions on our ability to
issue cash dividends and execute certain stock repurchases, as well as requirements to maintain certain levels of insurance coverage, quality of
investments and sufficient assets during the term of the loan equal to the total loan commitment, or approximately $24,847,000, plus any accrued
interest to date. The Loan Agreement is unsecured and ranks senior to any of our current or future indebtedness and other liabilities. As of
September 30, 2011, we were in compliance with all material covenants under the Loan Agreement.

In connection with each disbursement, we are obligated to issue to CIRM a warrant to purchase Geron common stock. The number of shares
underlying each of the warrants will be equal to 50% of the applicable disbursement amount divided by the average of the closing sales prices of
Geron common stock as reported by The NASDAQ Global Select Market for the ten consecutive trading days immediately preceding the
corresponding disbursement (Average Closing Price). The exercise price of each warrant shall also be equal to the Average Closing Price
preceding the issuance of the warrant. Each of the warrants and the underlying common stock will be unregistered and each warrant shall have a
term of ten years from the respective date of issuance.

As of September 30, 2011, we have received aggregate disbursements of approximately $4,282,000 under the Loan Agreement and we have
issued to CIRM warrants to purchase an aggregate of 537,893 shares of Geron common stock. Warrants issued to CIRM were assigned a fair
value of $1,556,000 using the Black-Scholes option pricing model with the following assumptions: risk-free interest rate of 2.77%; expected life
of ten years; volatility of 72.51% and expected dividend yield of 0%. The proceeds received under the Loan Agreement were allocated between
the principal loan and the warrants based on the relative fair value method and recorded on our condensed consolidated balance sheet as follows:
$3,141,000 as long-term debt for the fair value of the loan and $1,141,000 as a discount to the debt and as permanent equity in additional paid-in
capital. The debt discount is being amortized to interest expense and accreted to the principal face value of the debt over the five-year loan term
using the effective interest rate method.

As of September 30, 2011, the book value of our outstanding debt was $3,194,000, which includes amortized debt discount of $33,000 and
accrued interest of $20,000. For the three months ended September 30, 2011, $33,000 has been recorded as interest expense for debt discount
amortization and approximately $1,108,000 remains as unamortized debt discount as of September 30, 2011. The aggregate debt maturity which
would occur in 2016, subject to the terms of the loan as described above, was approximately $4,282,000 as of September 30, 2011.

5. COLLABORATIVE AGREEMENT

In June 2009, we entered into a worldwide exclusive license and alliance agreement with GE Healthcare UK, Limited (GEHC) to develop
and commercialize cellular assay products derived from human embryonic stem cells (hESCs) for use in drug discovery, development and
toxicity screening. Under the terms of the agreement, GEHC has been granted an exclusive license under Geron’s intellectual property portfolio
covering the growth and differentiation of hESCs, as well as a sublicense under Geron’s rights to the hESC patents held by the Wisconsin Alumni
Research Foundation. We established a multi-year alliance program with GEHC under which scientists from both companies worked to develop
hESC-based products for drug discovery. The first product developed under the alliance, human cardiomyocytes derived from hESCs, was
launched in October 2010 by GEHC.

In connection with the agreement, we received upfront non-refundable license payments under the exclusive license and sublicense and can
receive milestone payments upon achievement of certain commercial development and product sales events and royalties on future product
sales. Under the alliance program, GEHC was responsible for all costs incurred by GEHC and all costs incurred by us for activities undertaken at
Geron, including the funding of our scientists who worked on the alliance program. An Alliance Steering Committee, with representatives from
each company, coordinated and managed the alliance program.

License payments under the GEHC agreement were recorded as deferred revenue upon receipt and were recognized ratably as revenue over
the alliance program period as a result of our continuing involvement with the collaboration. Funding received for our efforts under the alliance
program was recognized as revenue as costs were incurred, which reflected our level of effort over the period of the alliance program. Since the
milestone payments are subject to substantive contingencies, any such payments will be recognized upon completion of the specified milestones.
Royalties received under the agreement will generally be recognized as revenue upon receipt of the related royalty payment. For the three and
nine months ended September 30, 2011, we recognized zero and $300,000, respectively, as revenue from collaborative agreements, compared to
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$203,000 and $653,000 for the comparable 2010 periods. For the three and nine months ended September 30, 2011, we recognized zero and
$350,000, respectively, as license fee revenue, compared to $175,000 and $525,000 for the comparable 2010 periods.
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6. SEGMENT INFORMATION

Our executive management team represents our chief decision maker. To date, we have viewed our operations as one segment, the discovery
and development of therapeutic and diagnostic products for oncology and human embryonic stem cell therapies. As a result, the financial
information disclosed herein materially represents all of the financial information related to our principal operating segment.

7. CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS DATA

Supplemental schedule of non-cash operating and investing activities:

(In Thousands)
Supplemental Operating Activities:
Issuance of common stock for performance bonus
Issuance of common stock for 401(k) matching contributions
Issuance of common stock for acquired in-process research and development
Issuances of common stock for services rendered to date
or to be received in future periods
Reclassification between deposits and other current assets
Supplemental Investing Activities:
Net unrealized (loss) gain on marketable securities and investments in licensees

17

Nine Months Ended
September 30,
2011 2010
$ 2,807 $
1,294
27,500
251
(180)
(82)

1,034

8,468
131

378
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FORWARD-LOOKING STATEMENTS

LLIT3

This Form 10-Q contains forward-looking statements that involve risks and uncertainties. We use words such as “anticipate”, “believe”, “plan”,
“expect”, “future”, “intend” and similar expressions to identify forward-looking statements. These statements are within the meaning of the “safe harbor”
provisions of the Private Securities Litigation Reform Act of 1995. These statements appear throughout the Form 10-Q and are statements
regarding our intent, belief, or current expectations, primarily with respect to our operations and related industry developments. You should not
place undue reliance on these forward-looking statements, which apply only as of the date of this Form 10-Q. Our actual results could differ
materially from those anticipated in these forward-looking statements for many reasons, including the risks faced by us and described in Part II,

Item 1A, entitled “Risk Factors,” and in “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in Part I, Item 2
of this Form 10-Q.

OVERVIEW

The following discussion should be read in conjunction with the unaudited condensed consolidated financial statements and notes thereto
included in Part I, Item 1 of this Form 10-Q and with Management’s Discussion and Analysis of Financial Condition and Results of Operations
contained in the Company’s Annual Report on Form 10-K for the year ended December 31, 2010, as filed with the Securities and Exchange
Commission on February 25, 2011.

Geron is developing first-in-class biopharmaceuticals for the treatment of cancer and chronic degenerative diseases. We are advancing
anti-cancer therapies through multiple Phase 2 clinical trials in different cancers by targeting the enzyme telomerase and with a compound
designed to penetrate the blood-brain barrier (BBB). The company is developing cell therapies from differentiated human embryonic stem cells,
with the first product in a Phase 1 clinical trial for spinal cord injury.

Our results of operations have fluctuated from period-to-period and may continue to fluctuate in the future, as well as the progress of our
research and development efforts and variations in the level of expenses related to developmental efforts during any given period. Results of
operations for any period may be unrelated to results of operations for any other period. In addition, historical results should not be viewed as
indicative of future operating results. We are subject to risks common to companies in our industry and at our stage of development, including,
but not limited to, risks related to our research and development efforts, need for future capital, timely completion of our clinical trials,
uncertainty of clinical trial results or regulatory approvals or clearances, manufacturing of our product candidates at scales and costs appropriate
for commercialization, enforcement of our patent and proprietary rights, reliance upon our collaborative partners and potential competition. In
order for our product candidates to be commercialized, we and our collaborators must conduct preclinical tests and clinical trials, demonstrate
the safety and efficacy of our product candidates, obtain regulatory approvals or clearances and enter into manufacturing, distribution and
marketing arrangements, as well as obtain market acceptance. We do not expect to receive revenues or royalties based on therapeutic products
for a period of years, if at all.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

There have been no significant changes in our critical accounting policies and estimates during the nine months ended September 30, 2011
that materially impact our condensed consolidated financial statements as compared to the critical accounting policies and estimates disclosed in
our Annual Report on Form 10-K for the year ended December 31, 2010, except as described below with respect to our loan agreement with the
California Institute for Regenerative Medicine in the section titled “Long-Term Debt” and Note 4 of Notes to Condensed Consolidated Financial
Statements.

Our condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the
United States. The preparation of these financial statements requires management to make estimates and assumptions that affect the reported
assets, liabilities, revenues and expenses. Note 1 of Notes to Condensed Consolidated Financial Statements describes the significant accounting
policies used in the preparation of the condensed consolidated financial st