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GS Finance Corp.

$655,000

Index-Linked Notes due 2024

guaranteed by

The Goldman Sachs Group, Inc.
The notes do not bear interest. The amount that you will be paid on your notes on the stated maturity date (April 4,
2024) is based on the lesser performing of the S&P 500® Index and the Russell 2000® Index as measured from the
trade date (March 29, 2019) to and including the determination date (April 1, 2024).

If the final level of each index on the determination date is greater than or equal to its initial level (2,834.40 with
respect to the S&P 500® Index and 1,539.739 with respect to the Russell 2000® Index), the return on your notes will
be positive.

If the final level of any index is less than its initial level, but the final level of each index is greater than or equal to
50% of its initial level, you will receive the face amount of your notes.

If the final level of any index is less than 50% of its initial level, the return on your notes will be negative.

The amount that you will be paid on your notes at maturity is based on the performance of the index with the lowest
index return. The index return for each index is the percentage increase or decrease in the final level of such index
from its initial level. On the stated maturity date, for each $1,000 face amount of your notes, you will receive an
amount in cash equal to:

•

Edgar Filing: GOLDMAN SACHS GROUP INC - Form 424B2

1



if the index return of each index is greater than or equal to 0% (the final level of each index is greater than or equal to
its initial level), the sum of (i) $1,000 plus (ii) the product of (a) $1,000 times (b) 1.5 times (c) the lesser performing
index return;
•if the index return of any index is less than 0%, but the index return of each index is greater than or equal to -50% (the
final level of any index is less than its initial level but the final level of each index is greater than or equal to 50% of
its initial level), $1,000; or
•if the index return of any index is less than -50% (the final level of any index is less than 50% of its initial level), the
sum of (i) $1,000 plus (ii) the product of (a) the lesser performing index return times (b) $1,000. You will receive less
than the face amount of your notes.
You should read the disclosure herein to better understand the terms and risks of your investment, including the credit
risk of GS Finance Corp. and The Goldman Sachs Group, Inc. See page PS-11.

The estimated value of your notes at the time the terms of your notes are set on the trade date is equal to
approximately $967 per $1,000 face amount. For a discussion of the estimated value and the price at which Goldman
Sachs & Co. LLC would initially buy or sell your notes, if it makes a market in the notes, see the following page.

Original issue date: April 3, 2019 Original issue price: 100% of the face amount
Underwriting discount: 1.09% of the face amount Net proceeds to the issuer: 98.91% of the face amount

Neither the Securities and Exchange Commission nor any other regulatory body has approved or disapproved of these
securities or passed upon the accuracy or adequacy of this prospectus. Any representation to the contrary is a criminal
offense. The notes are not bank deposits and are not insured by the Federal Deposit Insurance Corporation or any
other governmental agency, nor are they obligations of, or guaranteed by, a bank.

Goldman Sachs & Co. LLC

Pricing Supplement No. 5,318 dated March 29, 2019.
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The issue price, underwriting discount and net proceeds listed above relate to the notes we sell initially. We may
decide to sell additional notes after the date of this pricing supplement, at issue prices and with underwriting discounts
and net proceeds that differ from the amounts set forth above. The return (whether positive or negative) on your
investment in notes will depend in part on the issue price you pay for such notes.

GS Finance Corp. may use this prospectus in the initial sale of the notes. In addition, Goldman Sachs & Co. LLC or
any other affiliate of GS Finance Corp. may use this prospectus in a market-making transaction in a note after its
initial sale. Unless GS Finance Corp. or its agent informs the purchaser otherwise in the confirmation of sale, this
prospectus is being used in a market-making transaction.

Estimated Value of Your Notes

The estimated value of your notes at the time the terms of your notes are set on the trade date (as determined by
reference to pricing models used by Goldman Sachs & Co. LLC (GS&Co.) and taking into account our credit spreads)
is equal to approximately $967 per $1,000 face amount, which is less than the original issue price.  The value of your
notes at any time will reflect many factors and cannot be predicted; however, the price (not including GS&Co.’s
customary bid and ask spreads) at which GS&Co. would initially buy or sell notes (if it makes a market, which it is
not obligated to do) and the value that GS&Co. will initially use for account statements and otherwise is equal to
approximately the estimated value of your notes at the time of pricing, plus an additional amount (initially equal to
$33 per $1,000 face amount).

Prior to March 29, 2020, the price (not including GS&Co.’s customary bid and ask spreads) at which GS&Co. would
buy or sell your notes (if it makes a market, which it is not obligated to do) will equal approximately the sum of (a) the
then-current estimated value of your notes (as determined by reference to GS&Co.’s pricing models) plus (b) any
remaining additional amount (the additional amount will decline to zero on a straight-line basis from the time of
pricing through March 28, 2020). On and after March 29, 2020, the price (not including GS&Co.’s customary bid and
ask spreads) at which GS&Co. would buy or sell your notes (if it makes a market) will equal approximately the
then-current estimated value of your notes determined by reference to such pricing models.

About Your Prospectus

The notes are part of the Medium-Term Notes, Series E program of GS Finance Corp. and are fully and
unconditionally guaranteed by The Goldman Sachs Group, Inc. This prospectus includes this pricing supplement and
the accompanying documents listed below. This pricing supplement constitutes a supplement to the documents listed
below, does not set forth all of the terms of your notes and therefore should be read in conjunction with such
documents:
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•General terms supplement no. 1,734 dated July 10, 2017

•Prospectus supplement dated July 10, 2017

•Prospectus dated July 10, 2017

The information in this pricing supplement supersedes any conflicting information in the documents listed above. In
addition, some of the terms or features described in the listed documents may not apply to your notes.

We refer to the notes we are offering by this pricing supplement as the “offered notes” or the “notes”. Each of the offered
notes has the terms described below. Please note that in this pricing supplement, references to “GS Finance Corp.”, “we”,
“our” and “us” mean only GS Finance Corp. and do not include its subsidiaries or affiliates, references to “The Goldman
Sachs Group, Inc.”, our parent company, mean only The Goldman Sachs Group, Inc. and do not include its subsidiaries
or affiliates and references to “Goldman Sachs” mean The Goldman Sachs Group, Inc. together with its consolidated
subsidiaries and affiliates, including us. The notes will be issued under the senior debt indenture, dated as of October
10, 2008, as supplemented by the First Supplemental Indenture, dated as of February 20, 2015, each among us, as
issuer, The Goldman Sachs Group, Inc., as guarantor, and The Bank of New York Mellon, as trustee. This indenture,
as so supplemented and as further supplemented thereafter, is referred to as the “GSFC 2008 indenture” in the
accompanying prospectus supplement. The notes will be issued in book-entry form and represented by a master global
note.

PS-2
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Terms AND CONDITIONS

(Terms From Pricing Supplement No. 5,318 Incorporated Into Master Note No. 2)
These terms and conditions relate to pricing supplement no. 5,318 dated March 29, 2019 of GS Finance Corp. and The
Goldman Sachs Group, Inc. with respect to the issuance by GS Finance Corp. of its Index-Linked Notes due 2024 and
the guarantee thereof by The Goldman Sachs Group, Inc.

The provisions below are hereby incorporated into master note no. 2, dated August 22, 2018. References herein to “this
note” shall be deemed to refer to “this security” in such master note no. 2, dated August 22, 2018. Certain defined terms
may not be capitalized in these terms and conditions even if they are capitalized in master note no. 2, dated August 22,
2018. Defined terms that are not defined in these terms and conditions shall have the meanings indicated in such
master note no. 2, dated August 22, 2018, unless the context otherwise requires.

CUSIP / ISIN: 40056F2Y0 / US40056F2Y02

Company (Issuer): GS Finance Corp.

Guarantor: The Goldman Sachs Group, Inc.

Underliers (each individually, an underlier): the S&P 500® Index (current Bloomberg symbol: “SPX Index”), or any
successor underlier, and the Russell 2000® Index (current Bloomberg symbol: “RTY Index”),  or any successor
underlier, as each may be modified, replaced or adjusted from time to time as provided herein

Face amount: $655,000 in the aggregate on the original issue date; the aggregate face amount may be increased if the
company, at its sole option, decides to sell an additional amount on a date subsequent to the trade date

Authorized denominations: $1,000 or any integral multiple of $1,000 in excess thereof

Principal amount:  On the stated maturity date, the company will pay, for each $1,000 of the outstanding face amount,
an amount, if any, in cash equal to the cash settlement amount.

Cash settlement amount:

•if the final underlier level of each underlier is greater than or equal to its initial underlier level, the sum of (i) $1,000
plus (ii) the product of (a) $1,000 times (b) the upside participation rate times (c) the lesser performing underlier
return;
•if the final underlier level of any underlier is less than its initial underlier level but the final underlier level of each
underlier is greater than or equal to its trigger buffer level, $1,000; or
•if the final underlier level of any underlier is less than its trigger buffer level, the sum of (i) $1,000 plus (ii) the
product of (a) $1,000 times (b) the lesser performing underlier return
Initial underlier level: 2,834.40 with respect to the S&P 500® Index and 1,539.739 with respect to the Russell 2000®

Index

Final underlier level: with respect to an underlier, the closing level of such underlier on the determination date, subject
to adjustment as provided in “—Consequences of a market disruption event or non-trading day” and “— Discontinuance or
modification of an underlier” below

Underlier return: with respect to an underlier on the determination date, the quotient of (i) its final underlier level
minus its initial underlier level divided by (ii) its initial underlier level, expressed as a positive or negative percentage
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Upside participation rate: 150%

Lesser performing underlier return: the underlier return of the lesser performing underlier

Lesser performing underlier: the underlier with the lowest underlier return

Trigger buffer level: for each underlier, 50% of its initial underlier level

Trade date: March 29, 2019

Original issue date: April 3, 2019

Determination date: April 1, 2024, unless the calculation agent determines that, with respect to any underlier, a market
disruption event occurs or is continuing on that day or that day is not otherwise a trading day. In the event the
originally scheduled determination date is a non-trading day with respect to

PS-3
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any underlier, the determination date will be the first day thereafter that is a trading day for all underliers (the “first
qualified trading day”) provided that no market disruption event occurs or is continuing with respect to an underlier on
that day. If a market disruption event with respect to an underlier occurs or is continuing on the originally scheduled
determination date or the first qualified trading day, the determination date will be the first following trading day on
which the calculation agent determines that each underlier has had at least one trading day (from and including the
originally scheduled determination date or the first qualified trading day, as applicable) on which no market disruption
event has occurred or is continuing and the closing level of each underlier will be determined on or prior to the
postponed determination date as set forth under “— Consequences of a market disruption event or a non-trading day”
below. (In such case, the determination date may differ from the date on which the level of an underlier is determined
for the purpose of the calculations to be performed on the determination date.) In no event, however, will the
determination date be postponed to a date later than the originally scheduled stated maturity date or, if the originally
scheduled stated maturity date is not a business day, later than the first business day after the originally scheduled
stated maturity date, either due to the occurrence of serial non-trading days or due to the occurrence of one or more
market disruption events. On such last possible determination date, if a market disruption event occurs or is continuing
with respect to an underlier that has not yet had such a trading day on which no market disruption event has occurred
or is continuing or if such last possible day is not a trading day with respect to such underlier, that day will
nevertheless be the determination date.

Stated maturity date: April 4, 2024, unless that day is not a business day, in which case the stated maturity date will be
postponed to the next following business day.  The stated maturity date will also be postponed if the determination
date is postponed as described under “— Determination date” above. In such a case, the stated maturity date will be
postponed by the same number of business day(s) from but excluding the originally scheduled determination date to
and including the actual determination date.

Closing level: on any trading day, (i) with respect to the S&P 500® Index, the official closing level of such underlier
or any successor underlier published by the underlier sponsor on such trading day for such underlier and (ii) with
respect to the Russell 2000® Index, the closing level of such underlier or any successor underlier reported by
Bloomberg Financial Services, or any successor reporting service the company may select, on such trading day for
that underlier (as of the trade date, whereas the underlier sponsor publishes the official closing level of the Russell
2000® Index to six decimal places, Bloomberg Financial Services reports the closing level to fewer decimal places)

Trading day: with respect to an underlier, a day on which the respective principal securities markets for all of its
underlier stocks are open for trading, the underlier sponsor is open for business and such underlier is calculated and
published by the underlier sponsor

Successor underlier: with respect to an underlier, any substitute underlier approved by the calculation agent as a
successor as provided under “— Discontinuance or modification of an underlier” below

Underlier sponsor: with respect to an underlier, at any time, the person or entity, including any successor sponsor, that
determines and publishes such underlier as then in effect. The notes are not sponsored, endorsed, sold or promoted by
any underlier sponsor or any affiliate thereof and no underlier sponsor or affiliate thereof makes any representation
regarding the advisability of investing in the notes.

Underlier stocks: with respect to an underlier, at any time, the stocks that comprise such underlier as then in effect,
after giving effect to any additions, deletions or substitutions

Market disruption event: With respect to any given trading day, any of the following will be a market disruption event
with respect to an underlier:
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●a suspension, absence or material limitation of trading in underlier stocks constituting 20% or more, by weight, of the
underlier on their respective primary markets, in each case for more than two consecutive hours of trading or during
the one-half hour before the close of trading in that market, as determined by the calculation agent in its sole
discretion,
●a suspension, absence or material limitation of trading in option or futures contracts relating to the underlier or to
underlier stocks constituting 20% or more, by weight, of such underlier in the respective primary markets for those
contracts, in each case for more than two consecutive hours of trading or during the one-half hour before the close of
trading in that market, as determined by the calculation agent in its sole discretion, or
●underlier stocks constituting 20% or more, by weight, of the underlier, or option or futures contracts, if available,
relating to an underlier or to underlier stocks constituting 20% or more, by weight, of the underlier do not trade on
what were the respective primary markets for those underlier stocks or contracts, as determined by the calculation
agent in its sole discretion,
PS-4
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and, in the case of any of these events, the calculation agent determines in its sole discretion that such event could
materially interfere with the ability of the company or any of its affiliates or a similarly situated person to unwind all
or a material portion of a hedge that could be effected with respect to this note.

The following events will not be market disruption events:

●a limitation on the hours or numbers of days of trading, but only if the limitation results from an announced change in
the regular business hours of the relevant market, and
●a decision to permanently discontinue trading in option or futures contracts relating to an underlier or to any underlier
stock.
For this purpose, an “absence of trading” in the primary securities market on which an underlier stock is traded, or on
which option or futures contracts relating to an underlier or an underlier stock are traded, will not include any time
when that market is itself closed for trading under ordinary circumstances. In contrast, a suspension or limitation of
trading in an underlier stock or in option or futures contracts, if available, relating to an underlier or an underlier stock
in the primary market for that stock or those contracts, by reason of:

●a price change exceeding limits set by that market,
●an imbalance of orders relating to that underlier stock or those contracts, or
●a disparity in bid and ask quotes relating to that underlier stock or those contracts,
will constitute a suspension or material limitation of trading in that stock or those contracts in that market.

A market disruption event with respect to one underlier will not, by itself, constitute a market disruption event for the
other unaffected underlier.

As is the case throughout this pricing supplement, references to the underlier in this description of market disruption
events includes any successor underlier as it may be modified, replaced or adjusted from time to time.

Consequences of a market disruption event or a non-trading day: With respect to any underlier, if a market disruption
event occurs or is continuing on a day that would otherwise be the determination date, or such day is not a trading day,
then the determination date will be postponed as described under “— Determination date” above. If the determination date
is postponed to the last possible date due to the occurrence of serial non-trading days, the level of each underlier will
be the calculation agent’s assessment of such level, in its sole discretion, on such last possible postponed determination
date. If the determination date is postponed due to a market disruption event with respect to any underlier, the final
underlier level with respect to the determination date will be calculated based on (i) for any underlier that is not
affected by a market disruption event on the originally scheduled determination date or the first qualified trading day
thereafter (if applicable), the closing level of the underlier on that date, (ii) for any underlier that is affected by a
market disruption event on the originally scheduled determination date or the first qualified trading day thereafter (if
applicable), the closing level of the underlier on the first following trading day on which no market disruption event
exists for such underlier and (iii) the calculation agent’s assessment, in its sole discretion, of the level of any underlier
on the last possible postponed determination date with respect to such underlier as to which a market disruption event
continues through the last possible postponed determination date. As a result, this could result in the final underlier
level on the determination date of each underlier being determined on different calendar dates. For the avoidance of
doubt, once the closing level for an underlier is determined for the determination date, the occurrence of a later market
disruption event or non-trading day will not alter such calculation.

Discontinuance or modification of an underlier: If an underlier sponsor discontinues publication of an underlier and
such underlier sponsor or anyone else publishes a substitute underlier that the calculation agent determines is
comparable to such underlier and approves as a successor underlier, or if the calculation agent designates a substitute
underlier, then the calculation agent will determine the cash settlement amount on the stated maturity date by
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reference to such successor underlier.

If the calculation agent determines that the publication of an underlier is discontinued and there is no successor
underlier, the calculation agent will determine the cash settlement amount on the stated maturity date by a
computation methodology that the calculation agent determines will as closely as reasonably possible replicate such
underlier.

If the calculation agent determines that an underlier, the underlier stocks comprising that underlier or the method of
calculating that underlier is changed at any time in any respect — including any split or reverse-split and any addition,
deletion or substitution and any reweighting or rebalancing of the underlier or of the underlier stocks and whether the
change is made by the underlier sponsor under its existing policies or following a modification of those policies, is
due to the publication of a successor underlier, is

PS-5
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due to events affecting one or more of the underlier stocks or their issuers or is due to any other reason — and is not
otherwise reflected in the level of the underlier by the underlier sponsor pursuant to the then-current underlier
methodology of the underlier, then the calculation agent will be permitted (but not required) to make such adjustments
in such underlier or the method of its calculation as it believes are appropriate to ensure that the levels of such
underlier used to determine the cash settlement amount on the stated maturity date is equitable.

All determinations and adjustments to be made by the calculation agent with respect to an underlier may be made by
the calculation agent in its sole discretion. The calculation agent is not obligated to make any such adjustments.

Calculation agent: Goldman Sachs & Co. LLC (“GS&Co.”)

Tax characterization: The holder, on behalf of itself and any other person having a beneficial interest in this note,
hereby agrees with the company (in the absence of a change in law, an administrative determination or a judicial
ruling to the contrary) to characterize this note for all U.S. federal income tax purposes as a pre-paid derivative
contract in respect of the underliers.

Overdue principal rate: the effective Federal Funds rate

PS-6
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Hypothetical ExampleS

The following examples are provided for purposes of illustration only. They should not be taken as an indication or
prediction of future investment results and are intended merely to illustrate the impact that various hypothetical
closing levels of the underliers on the determination date could have on the cash settlement amount at maturity
assuming all other variables remain constant.

The examples below are based on a range of underlier levels that are entirely hypothetical; no one can predict what the
closing level of any underlier will be on any day throughout the life of your notes and what the final underlier level of
the lesser performing underlier will be on the determination date. The underliers have been highly volatile in the past —
meaning that the underlier levels have changed substantially in relatively short periods — and their performance cannot
be predicted for any future period.

The information in the following examples reflects hypothetical rates of return on the offered notes assuming that they
are purchased on the original issue date at the face amount and held to the stated maturity date. If you sell your notes
in a secondary market prior to the stated maturity date, your return will depend upon the market value of your notes at
the time of sale, which may be affected by a number of factors that are not reflected in the examples below, such as
interest rates, the volatility of the underliers, the creditworthiness of GS Finance Corp., as issuer, and the
creditworthiness of The Goldman Sachs Group, Inc., as guarantor. In addition, the estimated value of your notes at the
time the terms of your notes are set on the trade date (as determined by reference to pricing models used by GS&Co.)
is less than the original issue price of your notes. For more information on the estimated value of your notes, see
“Additional Risk Factors Specific to Your Notes — The Estimated Value of Your Notes At the Time the Terms of Your
Notes Are Set On the Trade Date (as Determined By Reference to Pricing Models Used By GS&Co.) Is Less Than the
Original Issue Price Of Your Notes” on page PS-11 of this pricing supplement. The information in the examples also
reflects the key terms and assumptions in the box below.

Key Terms and Assumptions
Face amount $1,000
Upside participation rate 150%
Trigger buffer level with respect to each underlier, 50% of its initial underlier level
Neither a market disruption event nor a non-trading day occurs on the originally
scheduled determination date
No change in or affecting any of the underlier stocks or the method by which the
applicable underlier sponsor calculates any underlier
Notes purchased on original issue date at the face amount and held to the stated maturity
date

For these reasons, the actual performance of the underliers over the life of your notes, as well as the amount payable at
maturity, if any, may bear little relation to the hypothetical examples shown below or to the historical underlier levels
shown elsewhere in this pricing supplement. For information about the underlier levels during recent periods, see “The
Underliers — Historical Closing Levels of the Underliers” on page PS-16. Before investing in the notes, you should
consult publicly available information to determine the underlier levels between the date of this pricing supplement
and the date of your purchase of the notes.

Also, the hypothetical examples shown below do not take into account the effects of applicable taxes. Because of the
U.S. tax treatment applicable to your notes, tax liabilities could affect the after-tax rate of return on your notes to a
comparatively greater extent than the after-tax return on the underlier stocks.
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The levels in the left column of the table below represent hypothetical final underlier levels of the lesser performing
underlier and are expressed as percentages of the initial underlier level of the lesser performing underlier. The
amounts in the right column represent the hypothetical cash settlement amounts, based on the corresponding
hypothetical final underlier level of the lesser performing underlier (expressed as a percentage of the initial underlier
level of the lesser performing underlier), and are expressed as percentages of the face amount of a note (rounded to the
nearest one-thousandth of a percent). Thus, a hypothetical cash settlement amount of 100.000% means that the value
of the cash payment that we would deliver for each $1,000 of the outstanding face amount of the offered notes on the
stated maturity date would equal 100.000% of the face amount of a note, based on the corresponding hypothetical
final underlier level of the lesser performing underlier (expressed as a percentage of the initial underlier level of the
lesser performing underlier) and the assumptions noted above.

Hypothetical Final Underlier Level of the Lesser Performing Underlier

Hypothetical
Cash
Settlement
Amount at
Maturity

(as Percentage of Initial Underlier Level)

(as
Percentage
of Face
Amount)

130.000% 145.000%
120.000% 130.000%
110.000% 115.000%
100.000% 100.000%
90.000% 100.000%
80.000% 100.000%
70.000% 100.000%
60.000% 100.000%
50.000% 100.000%
49.999% 49.999%
30.000% 30.000%
20.000% 20.000%
10.000% 10.000%
0.000% 0.000%

If, for example, the final underlier level of the lesser performing underlier were determined to be 20.000% of its initial
underlier level, the cash settlement amount that we would deliver on your notes at maturity would be 20.000% of the
face amount of your notes, as shown in the table above. As a result, if you purchased your notes on the original issue
date at the face amount and held them to the stated maturity date, you would lose 80.000% of your investment (if you
purchased your notes at a premium to face amount you would lose a correspondingly higher percentage of your
investment).
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The following chart shows a graphical illustration of the hypothetical cash settlement amounts that we would pay on
your notes on the stated maturity date, if the final underlier level of the lesser performing underlier were any of the
hypothetical levels shown on the horizontal axis. The hypothetical cash settlement amounts in the chart are expressed
as percentages of the face amount of your notes and the hypothetical final underlier levels of the lesser performing
underlier are expressed as percentages of its initial underlier level. The chart shows that any hypothetical final
underlier level of the lesser performing underlier of less than 50.000% (the section left of the 50.000% marker on the
horizontal axis) would result in a hypothetical cash settlement amount of less than 100.000% of the face amount of
your notes (the section below the 100.000% marker on the vertical axis) and, accordingly, in a loss of principal to the
holder of the notes.

PS-8
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The cash settlement amounts shown above are entirely hypothetical; they are based on market prices for the underlier
stocks that may not be achieved on the determination date and on assumptions that may prove to be erroneous. The
actual market value of your notes on the stated maturity date or at any other time, including any time you may wish to
sell your notes, may bear little relation to the hypothetical cash settlement amounts shown above, and these amounts
should not be viewed as an indication of the financial return on an investment in the offered notes. The hypothetical
cash settlement amounts on notes held to the stated maturity date in the examples above assume you purchased your
notes at their face amount and have not been adjusted to reflect the actual issue price you pay for your notes. The
return on your investment (whether positive or negative) in your notes will be affected by the amount you pay for your
notes. If you purchase your notes for a price other than the face amount, the return on your investment will differ
from, and may be significantly lower than, the hypothetical returns suggested by the above examples. Please read
“Additional Risk Factors Specific to the Notes — The Market Value of Your Notes May Be Influenced by Many
Unpredictable Factors” on page S-3 of the accompanying general terms supplement no. 1,734.

Payments on the notes are economically equivalent to the amounts that would be paid on a combination of other
instruments. For example, payments on the notes are economically equivalent to a combination of an interest-bearing
bond bought by the holder and one or more options entered into between the holder and us (with one or more implicit
option premiums paid over time). The discussion in this paragraph does not modify or affect the terms of the notes or
the U.S. federal income tax treatment of the notes, as described elsewhere in this pricing supplement.

PS-9
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We cannot predict the actual final underlier levels or what the market value of your notes will be on any particular
trading day, nor can we predict the relationship between the closing levels of the underliers and the market value of
your notes at any time prior to the stated maturity date.  The actual amount that you will receive, if any, at maturity
and the rate of return on the offered notes will depend on the actual final underlier levels determined by the calculation
agent as described above.  Moreover, the assumptions on which the hypothetical returns are based may turn out to be
inaccurate.  Consequently, the amount of cash to be paid in respect of your notes, if any, on the stated maturity date
may be very different from the information reflected in the examples above.

PS-10
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Additional Risk Factors Specific to Your Notes
An investment in your notes is subject to the risks described below, as well as the risks and considerations described
in the accompanying prospectus, in the accompanying prospectus supplement and under “Additional Risk Factors
Specific to the Notes” in the accompanying general terms supplement no. 1,734. You should carefully review these
risks and considerations as well as the terms of the notes described herein and in the accompanying prospectus, the
accompanying prospectus supplement and the accompanying general terms supplement no. 1,734. Your notes are a
riskier investment than ordinary debt securities. Also, your notes are not equivalent to investing directly in the
underlier stocks, i.e., with respect to an underlier to which your notes are linked, the stocks comprising such underlier.
You should carefully consider whether the offered notes are suited to your particular circumstances.

The Estimated Value of Your Notes At the Time the Terms of Your Notes Are Set On the Trade Date (as Determined
By Reference to Pricing Models Used By GS&Co.) Is Less Than the Original Issue Price Of Your Notes

The original issue price for your notes exceeds the estimated value of your notes as of the time the terms of your notes
are set on the trade date, as determined by reference to GS&Co.’s pricing models and taking into account our credit
spreads. Such estimated value on the trade date is set forth above under “Estimated Value of Your Notes”; after the trade
date, the estimated value as determined by reference to these models will be affected by changes in market conditions,
the creditworthiness of GS Finance Corp., as issuer, the creditworthiness of The Goldman Sachs Group, Inc., as
guarantor, and other relevant factors.  The price at which GS&Co. would initially buy or sell your notes (if GS&Co.
makes a market, which it is not obligated to do), and the value that GS&Co. will initially use for account statements
and otherwise, also exceeds the estimated value of your notes as determined by reference to these models.  As agreed
by GS&Co. and the distribution participants, this excess (i.e., the additional amount described under “Estimated Value
of Your Notes”) will decline to zero on a straight line basis over the period from the date hereof through the applicable
date set forth above under “Estimated Value of Your Notes”. Thereafter, if GS&Co. buys or sells your notes it will do so
at prices that reflect the estimated value determined by reference to such pricing models at that time. The price at
which GS&Co. will buy or sell your notes at any time also will reflect its then current bid and ask spread for similar
sized trades of structured notes.

In estimating the value of your notes as of the time the terms of your notes are set on the trade date, as disclosed above
under “Estimated Value of Your Notes”, GS&Co.’s pricing models consider certain variables, including principally our
credit spreads, interest rates (forecasted, current and historical rates), volatility, price-sensitivity analysis and the time
to maturity of the notes.  These pricing models are proprietary and rely in part on certain assumptions about future
events, which may prove to be incorrect. As a result, the actual value you would receive if you sold your notes in the
secondary market, if any, to others may differ, perhaps materially, from the estimated value of your notes determined
by reference to our models due to, among other things, any differences in pricing models or assumptions used by
others. See “Additional Risk Factors Specific to the Notes — The Market Value of Your Notes May Be Influenced by
Many Unpredictable Factors” on page S-3 of the accompanying general terms supplement no. 1,734.

The difference between the estimated value of your notes as of the time the terms of your notes are set on the trade
date and the original issue price is a result of certain factors, including principally the underwriting discount and
commissions, the expenses incurred in creating, documenting and marketing the notes, and an estimate of the
difference between the amounts we pay to GS&Co. and the amounts GS&Co. pays to us in connection with your
notes. We pay to GS&Co. amounts based on what we would pay to holders of a non-structured note with a similar
maturity.  In return for such payment, GS&Co. pays to us the amounts we owe under your notes.  
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In addition to the factors discussed above, the value and quoted price of your notes at any time will reflect many
factors and cannot be predicted.  If GS&Co. makes a market in the notes, the price quoted by
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GS&Co. would reflect any changes in market conditions and other relevant factors, including any deterioration in our
creditworthiness or perceived creditworthiness or the creditworthiness or perceived creditworthiness of The Goldman
Sachs Group, Inc. These changes may adversely affect the value of your notes, including the price you may receive for
your notes in any market making transaction. To the extent that GS&Co. makes a market in the notes, the quoted price
will reflect the estimated value determined by reference to GS&Co.’s pricing models at that time, plus or minus its then
current bid and ask spread for similar sized trades of structured notes (and subject to the declining excess amount
described above).  

Furthermore, if you sell your notes, you will likely be charged a commission for secondary market transactions, or the
price will likely reflect a dealer discount.  This commission or discount will further reduce the proceeds you would
receive for your notes in a secondary market sale.

There is no assurance that GS&Co. or any other party will be willing to purchase your notes at any price and, in this
regard, GS&Co. is not obligated to make a market in the notes. See “Additional Risk Factors Specific to the Notes —
Your Notes May Not Have an Active Trading Market” on page S-7 of the accompanying general terms supplement no.
1,734.

The Notes Are Subject to the Credit Risk of the Issuer and the Guarantor

Although the return on the notes will be based on the performance of each underlier, the payment of any amount due
on the notes is subject to the credit risk of GS Finance Corp., as issuer of the notes, and the credit risk of The Goldman
Sachs Group, Inc. as guarantor of the notes. The notes are our unsecured obligations.  Investors are dependent on our
ability to pay all amounts due on the notes, and therefore investors are subject to our credit risk and to changes in the
market’s view of our creditworthiness.  Similarly, investors are dependent on the ability of The Goldman Sachs Group,
Inc., as guarantor of the notes, to pay all amounts due on the notes, and therefore are also subject to its credit risk and
to changes in the market’s view of its creditworthiness.  See “Description of the Notes We May Offer — Information
About Our Medium-Term Notes, Series E Program — How the Notes Rank Against Other Debt” on page S-4 of the
accompanying prospectus supplement and “Description of Debt Securities We May Offer — Guarantee by The Goldman
Sachs Group, Inc.” on page 42 of the accompanying prospectus.

You May Lose Your Entire Investment in the Notes

You can lose your entire investment in the notes. The cash settlement amount on your notes, if any, on the stated
maturity date will be based on the performance of the lesser performing of the underliers as measured from their initial
underlier levels to their closing levels on the determination date. If the final underlier level of any underlier is less than
its trigger buffer level, you will have a loss for each $1,000 of the face amount of your notes equal to the product of (i)
$1,000 times (ii) the lesser performing underlier return. Thus, you may lose your entire investment in the notes, which
would include any premium to face amount you paid when you purchased the notes.

Also, the market price of your notes prior to the stated maturity date may be significantly lower than the purchase
price you pay for your notes. Consequently, if you sell your notes before the stated maturity date, you may receive far
less than the amount of your investment in the notes.

The Amount Payable on Your Notes Is Not Linked to the Levels of the Underliers at Any Time Other than the
Determination Date

The final underlier level of each underlier will be based on the closing level of such underlier on the determination
date (subject to adjustment as described elsewhere in this pricing supplement). Therefore, if the closing level of one
underlier dropped precipitously on the determination date, the cash settlement amount for your notes may be
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significantly less than it would have been had the cash settlement amount been linked to the closing level of the
underlier prior to such drop.  Although the actual closing levels of the underliers on the stated maturity date or at other
times during the life of your notes may be higher than the closing levels of the underliers on the determination date,
you will not benefit from the closing levels of the underliers at any time other than on the determination date.

The Cash Settlement Amount Will Be Based Solely on the Lesser Performing Underlier

The cash settlement amount will be based on the lesser performing underlier without regard to the performance of the
other underlier. As a result, you could lose all or some of your initial investment if the
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lesser performing underlier return is negative, even if there is an increase in the level of the other underlier. This could
be the case even if the other underlier increased by an amount greater than the decrease in the lesser performing
underlier.

The Return on Your Notes May Change Significantly Despite Only a Small Change in the Level of the Lesser
Performing Underlier

If the final underlier level of the lesser performing underlier is less than its trigger buffer level, you will receive less
than the face amount of your notes and you could lose all or a substantial portion of your investment in the notes. This
means that while a decrease in the final underlier level of the lesser performing underlier to its trigger buffer level will
not result in a loss of principal on the notes, a decrease in the final underlier level of the lesser performing underlier to
less than its trigger buffer level will result in a loss of a significant portion of the face amount of the notes despite only
a small change in the level of the lesser performing underlier.

Your Notes Do Not Bear Interest

You will not receive any interest payments on your notes. As a result, even if the cash settlement amount payable for
your notes on the stated maturity date exceeds the face amount of your notes, the overall return you earn on your notes
may be less than you would have earned by investing in a non-indexed debt security of comparable maturity that bears
interest at a prevailing market rate.

If You Purchase Your Notes at a Premium to Face Amount, the Return on Your Investment Will Be Lower Than the
Return on Notes Purchased at Face Amount and the Impact of Certain Key Terms of the Notes Will Be Negatively
Affected

The cash settlement amount will not be adjusted based on the issue price you pay for the notes. If you purchase notes
at a price that differs from the face amount of the notes, then the return on your investment in such notes held to the
stated maturity date will differ from, and may be substantially less than, the return on notes purchased at face amount.
If you purchase your notes at a premium to face amount and hold them to the stated maturity date, the return on your
investment in the notes will be lower than it would have been had you purchased the notes at face amount or a
discount to face amount.

You Have No Shareholder Rights or Rights to Receive Any Underlier Stock

Investing in your notes will not make you a holder of any of the underlier stocks. Neither you nor any other holder or
owner of your notes will have any rights with respect to the underlier stocks, including any voting rights, any right to
receive dividends or other distributions, any rights to make a claim against the underlier stocks or any other rights of a
holder of the underlier stocks. Your notes will be paid in cash and you will have no right to receive delivery of any
underlier stocks.

We May Sell an Additional Aggregate Face Amount of the Notes at a Different Issue Price

At our sole option, we may decide to sell an additional aggregate face amount of the notes subsequent to the date of
this pricing supplement. The issue price of the notes in the subsequent sale may differ substantially (higher or lower)
from the issue price you paid as provided on the cover of this pricing supplement.

The Tax Consequences of an Investment in Your Notes Are Uncertain
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The tax consequences of an investment in your notes are uncertain, both as to the timing and character of any
inclusion in income in respect of your notes.

The Internal Revenue Service announced on December 7, 2007 that it is considering issuing guidance regarding the
tax treatment of an instrument such as your notes, and any such guidance could adversely affect the value and the tax
treatment of your notes. Among other things, the Internal Revenue Service may decide to require the holders to accrue
ordinary income on a current basis and recognize ordinary income on payment at maturity, and could subject non-U.S.
investors to withholding tax. Furthermore, in 2007, legislation was introduced in Congress that, if enacted, would have
required holders that acquired instruments such as your notes after the bill was enacted to accrue interest income over
the term of such instruments even though there will be no interest payments over the term of such instruments. It is
not possible to predict whether a similar or identical bill will be enacted in the future, or whether any such bill
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would affect the tax treatment of your notes. We describe these developments in more detail under “Supplemental
Discussion of U.S. Federal Income Tax Consequences – United States Holders – Possible Change in Law” below. You
should consult your tax advisor about this matter. Except to the extent otherwise provided by law, GS Finance Corp.
intends to continue treating the notes for U.S. federal income tax purposes in accordance with the treatment described
under “Supplemental Discussion of U.S. Federal Income Tax Consequences” on page PS-19 below unless and until such
time as Congress, the Treasury Department or the Internal Revenue Service determine that some other treatment is
more appropriate. Please also consult your tax advisor concerning the U.S. federal income tax and any other
applicable tax consequences to you of owning your notes in your particular circumstances.

Foreign Account Tax Compliance Act (FATCA) Withholding May Apply to Payments on Your Notes, Including as a
Result of the Failure of the Bank or Broker Through Which You Hold the Notes to Provide Information to Tax
Authorities

Please see the discussion under “United States Taxation — Taxation of Debt Securities — Foreign Account Tax
Compliance Act (FATCA) Withholding” in the accompanying prospectus for a description of the applicability of
FATCA to payments made on your notes. The discussion in that section is hereby modified to reflect regulations
proposed by the Treasury Department indicating its intent to eliminate the requirements under FATCA of withholding
on gross proceeds from the sale, exchange, maturity or other disposition of relevant financial instruments. The
Treasury Department has indicated that taxpayers may rely on these proposed regulations pending their finalization.
PS-14

(In thousands)Research and development $ 1,546$ 1,751$ 4,211$ 4,305General and
administrative 1,546 1,183 4,490 4,120Stock-based compensation expense included in operating
expenses $ 3,092$ 2,934$ 8,701$ 8,425

Stock Options

The fair value of options granted during the nine months ended September 30, 2008 and 2007 has been
estimated at the date of grant using the Black Scholes option-pricing model with the following assumptions:

Nine Months Ended September 30,
2008 2007

Dividend yield None None
Expected volatility range 0.527 to 0.596 0.745 to 0.774
Risk-free interest rate range 2.36% to 3.57% 4.20% to 5.05%
Expected term 5 yrs 5 yrs

Employee Stock Purchase Plan

The fair value of employees� purchase rights during the nine months ended September 30, 2008 and 2007 has
been estimated using the Black Scholes option-pricing model with the following assumptions:

Nine Months Ended September 30,
2008 2007

Dividend yield None None
Expected volatility range 0.458 to 0.593 0.419 to 0.471
Risk-free interest rate range 2.13% to 4.97% 4.97% to 5.26%
Expected term 6 - 12 mos 6 - 12 mos
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The expected volatility range is based on historical volatilities of our stock, because traded options on Geron
stock do not correspond to option terms or the underlying stock trading volume. The risk-free interest rate is
based on the U.S. Zero Coupon Treasury Strip Yields for the expected term in effect on the date of grant. 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. Dividend yield is based on historical cash dividend payments, which have been none to date. We
grant options under our equity plans to employees, non-employee directors and consultants, which generally vest
over four years.
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Geron Corporation
Notes to Condensed Consolidated Financial Statements

September 30, 2008
(Unaudited)

As stock-based compensation expense recognized in the condensed consolidated statements of operations for
the three and nine months ended September 30, 2008 and 2007 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. SFAS 123R requires forfeitures to be estimated at the time of grant and
revised, if necessary, in subsequent periods if actual forfeitures differ from those estimates. Forfeitures were
estimated based on historical experience.

Restricted Stock Awards

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

We continue to apply the provisions of EITF Issue No. 96-18, �Accounting for Equity Instruments that are
Issued to Other than Employees for Acquiring, or in Conjunction with Selling, Goods or Services,� (Issue 96-18) for
our non-employee stock-based awards. Under Issue 96-18, the measurement date at which the fair value of the
stock-based award is measured is equal to the earlier of 1) the date at which a commitment for performance by
the counterparty to earn the equity instrument is reached or 2) 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 loss. Other comprehensive 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, 2008 and 2007 are as follows:

Three Months Ended Nine Months Ended
September 30, September 30,

2008 2007 2008 2007
(In thousands)

Net loss $ (17,151) $ (12,834) $ (44,389) $ (25,652)
Change in unrealized gain (loss) on securities available-

for-sale and marketable equity securities 44 109 (96) 166
Change in foreign currency translation adjustments (3) 10 (5) 10
Comprehensive loss $ (17,110) $ (12,715) $ (44,490) $ (25,476)
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The components of accumulated other comprehensive (loss) income are as follows:

September
30, 2008

December 31,
2007

(In thousands)
Net unrealized holding gains on available-for-sale securities and

marketable equity investments $ 99 $ 195
Foreign currency translation adjustments (167) (162)

$ (68) $ 33

Recent Accounting Pronouncements

In May 2008, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting
Standards No. 162, �The Hierarchy of Generally Accepted Accounting Principles� (SFAS 162). SFAS 162 is effective
60 days following the SEC�s approval of the Public Company Accounting Oversight Board Auditing amendments to
AU Section, 411 �The Meaning of Present Fairly in Conformity with Generally Accepted Accounting Principles.�
SFAS 162 is intended to improve financial reporting by identifying a consistent hierarchy for selecting accounting
principles to be used in preparing financial statements that are presented in conformity with U.S. generally
accepted accounting principles (GAAP). We have not completed our evaluation of the effects, if any, that SFAS
162 may have on our consolidated financial position, results of operations and cash flows.
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Geron Corporation
Notes to Condensed Consolidated Financial Statements

September 30, 2008
(Unaudited)

In June 2008, the FASB issued Staff Position (FSP) Emerging Issue Task Force (EITF) Issue No. 03-6-1,
�Determining Whether Instruments Granted in Share-Based Payment Transactions Are Participating Securities�
(FSP EITF 03-6-1). FSP EITF 03-6-1 provides that unvested share-based payment awards that contain
non-forfeitable rights to dividends or dividend equivalents (whether paid or unpaid) are participating securities
and shall be included in the computation of earnings per share pursuant to the two-class method. FSP EITF
03-6-1 is effective for fiscal years beginning after December 15, 2008, and interim periods within those years.
Upon adoption, a company is required to retrospectively adjust its earnings per share data (including any
amounts related to interim periods, summaries of earnings and selected financial data) to conform to the
provisions of FSP EITF 03-6-1. We are currently evaluating the impact of FSP EITF 03-6-1 on our consolidated
results of operations.

In June 2008, the FASB ratified the consensus reached on EITF Issue No. 07-5, �Determining Whether an
Instrument (or an Embedded Feature) is Indexed to an Entity's Own Stock,� (Issue 07-5). This Issue provides
guidance for determining whether an equity-linked financial instrument (or embedded feature) is indexed to an
entity�s own stock. Issue 07-5 applies to any freestanding financial instrument or embedded feature that has all
the characteristics of a derivative under paragraphs 6�9 of Statement of Financial Accounting Standards No. 133,
�Accounting for Derivative Instruments and Hedging Activities� (SFAS 133), for purposes of determining whether
that instrument or embedded feature qualifies for the first part of the scope exception under paragraph 11(a) of
SFAS 133. Issue 07-5 also applies to any freestanding financial instrument that is potentially settled in an entity�s
own stock, regardless of whether the instrument has all the characteristics of a derivative under paragraphs 6�9 of
SFAS 133, for purposes of determining whether the instrument is within the scope of EITF Issue 00-19,
�Accounting for Derivative Financial Instruments Indexed to, and Potentially Settled in, a Company�s Own Stock�
(Issue 00-19), which provides accounting guidance for instruments that are indexed to, and potentially settled in,
the issuer�s own stock. Issue 07-5 is effective for fiscal years beginning after December 15, 2008. Early
application is not permitted by entities that have previously adopted an alternative accounting policy. We are
currently evaluating the requirements of Issue 07-5 and have not yet determined its effect, if any, on our
consolidated financial statements.

2. FAIR VALUE MEASUREMENTS
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Statement of Financial Accounting Standards No. 157, �Fair Value Measurements,� (SFAS 157), defines �fair
value� as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date, or an exit price. A liability�s fair value is defined as the
amount that would be paid to transfer the liability to a new obligor, not the amount that would be paid to settle
the liability with the creditor. Where available, fair value is based on observable market prices or parameters or
derived from such prices or parameters. Where observable prices or inputs are not available, valuation models
are applied. These valuation techniques involve some level of management estimation and judgment, the degree
of which is dependent on the price transparency for the instruments or market and the instruments� complexity.

Beginning January 1, 2008, assets and liabilities recorded at fair value in the condensed consolidated balance
sheet are categorized based upon the level of judgment associated with inputs used to measure their value. SFAS
157 defines a three-level valuation hierarchy for disclosure of fair value measurements as follows:
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Geron Corporation
Notes to Condensed Consolidated Financial Statements

September 30, 2008
(Unaudited)

Level 1 � Inputs are unadjusted, quoted prices in active markets for identical assets or liabilities at the
measurement date.

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 general
classification of such instruments pursuant to the valuation hierarchy.

Marketable Debt Securities Available-for-Sale

Where quoted prices are available in an active market, securities are classified as Level 1 of the valuation
hierarchy. Level 1 securities include highly liquid government and agency securities 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 corporate notes, asset-backed securities and commercial paper.

Equity Investments in Licensees

Where quoted prices are available in an active market, securities are classified as Level 1 of the valuation
hierarchy. Level 1 securities include publicly traded equities. Equity investments accounted for under the equity
method of accounting or equity securities in non-marketable companies are not measured at fair value which
excludes them from SFAS 157.

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 classification of the valuation hierarchy.
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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, 2008 December 31, 2007
Dividend yield None None
Expected volatility range 0.571 to 0.733 0.435 to 0.763
Risk-free interest rate range 2.00% to 3.38% 3.06% to 3.73%
Expected term 2 yrs to 7 yrs 2 yrs to 7 yrs

Expected volatilities are 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 expected term of derivatives
is equal to the remaining contractual term of the instrument. 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. Dividend yield is based on
historical cash dividend payments, which have been none to date.
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Geron Corporation
Notes to Condensed Consolidated Financial Statements

September 30, 2008
(Unaudited)

Fair Value on a Recurring Basis

Assets and liabilities measured at fair value on a recurring basis are categorized in the table below based upon
the lowest level of significant input to the fair value measurements as of September 30, 2008.

Fair Value Measurements at Reporting Date Using
Significant

Quoted
Prices in Other Significant

Active
Markets for Observable Unobservable

Identical
Assets Inputs Inputs

(In thousands) Level 1 Level 2 Level 3 Total
Assets
Money market funds (1) $    120,849 $    � $    � $    120,849
Government agency securities (2) 17,138 � � 17,138
Commercial paper (2) � 21,934 � 21,934
Corporate notes (2) � 13,465 � 13,465
Equity investments in licensees (3) 5 � � 5
Total $ 137,992 $ 35,399 $ � $ 173,391

Liabilities
Derivatives (4) $ � $ � $ 863 $ 863
____________________

(1) Included in cash and cash equivalents on our condensed
consolidated balance sheet.

(2) Included in marketable securities on our condensed consolidated
balance sheet.
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(3) Included in deposits and other assets on our condensed consolidated
balance sheet.

(4) Included in fair value of derivatives on our condensed consolidated
balance sheet.

Changes in Level 3 Recurring Fair Value Measurements

The table below includes a rollforward of the balance sheet amounts for the three and nine months ended
September 30, 2008 (including the change in fair value), for financial instruments classified as Level 3. 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, 2008

Change in
Unrealized Gains

Total Related to
Unrealized Purchases, Financial

Loss
Included Sales, Transfers Instruments

Fair
Value

at in Issuances,
In

and/or
Fair

Value at Held at
June
30, Earnings, net Settlements,

Out
of

September
30,

September 30,
2008

(In thousands) 2008 (1) net
Level

3 2008 (1)
Derivative liabilities $    701 $         (162) $    � $    � $    863 $         (162)
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Geron Corporation
Notes to Condensed Consolidated Financial Statements

September 30, 2008
(Unaudited)

Fair Value Measurements Using Significant Unobservable Inputs (Level
3)

Nine Months Ended September 30, 2008
Change in
Unrealized

Gains
Total Related to

Unrealized Purchases, Financial
Gains Sales, Transfers Instruments

Fair Value
at

Included
in Issuances,

In
and/or

Fair Value
at Held at

December
31,

Earnings,
net Settlements,

Out
of

September
30,

September
30, 2008

(In thousands) 2007 (1) net
Level

3 2008 (1)
Derivative liabilities $    1,602 $    739 $    � $    � $    863 $    739
____________________
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(1) Reported as unrealized (loss) gain on derivatives on our condensed consolidated statements of operations.
3. JOINT VENTURE AND RELATED PARTY TRANSACTIONS

Start Licensing and ViaGen, Inc.

In April 2005, Geron 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. These patent rights include
patents originally licensed from the Roslin Institute in Edinburgh, Scotland in conjunction with Geron�s 1999
acquisition of Roslin BioMed, as well as patents covering technology arising from subsequent animal cloning
work that we funded at the Roslin Institute. 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 did not apply
the equity method of accounting since our proportionate share of net losses in Start exceeded our original
carrying value of the equity investment.

On August 8, 2008, Geron 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
and at September 30, 2008 was as follows: Exeter � 69%; Geron � 27%; and Smithfield Foods � 4%. Since no value
had been recorded for our equity investment in Start, the same zero carrying value has been applied to our equity
investment in ViaGen. Geron�s share of equity method losses from Start that were not recognized during the
period the equity method was suspended has been carried over to the equity investment in ViaGen.

On September 4, 2008, Geron provided a $1,500,000 loan to ViaGen. The loan bears an interest rate of 6% per
annum and is convertible into ViaGen equity at Geron�s option at the then current market value. If not converted,
the principal amount of the loan plus any accrued interest is due in cash on December 31, 2009. The loan
provided is reflected within deposits and other assets on our condensed consolidated balance sheet as of
September 30, 2008.

In accordance with the equity method of accounting, we increase (decrease) the carrying value of our equity
investment in ViaGen by our proportionate share of ViaGen�s earnings (losses). If equity method losses exceed the
carrying value of the investment, losses are then applied against any advances to ViaGen, including any
commitments to provide financial support until those amounts are reduced to zero. The equity method of
accounting shall then be suspended until income is subsequently reported. When income is reported, Geron�s
proportionate share of income shall first be applied to recognize the equity method losses accumulated during the
time the equity method was suspended and then to restore the adjusted basis of the loan.
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Geron Corporation
Notes to Condensed Consolidated Financial Statements

September 30, 2008
(Unaudited)

 As of September 30, 2008, we adjusted the basis of our loan to ViaGen to recognize $229,000 for our
proportionate share of ViaGen�s operating losses during the 2008 third quarter. Our share of losses is recorded in
the condensed consolidated statements of operations under loss recognized under equity method investment.

TA Therapeutics, Ltd.

In March 2005, we and the Biotechnology Research Corporation (BRC), a subsidiary of Hong Kong University
of Science and Technology, established a joint venture company in Hong Kong called TA Therapeutics, Ltd. (TAT).
TAT conducts research and was established to commercially develop products that utilize telomerase activator
drugs to restore the regenerative and functional capacity of cells in various organ systems that have been
impacted by senescence, injury or chronic disease. On June 15, 2007, we and BRC entered into an agreement to
restructure the TAT joint venture. Under the amended agreements, we direct the pre-clinical and drug
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development activities, own a 75% voting interest and exercise control over the company. Upon any winding up
of TAT, all intellectual property of TAT is assigned to us and BRC is entitled to royalties on sales of future
products developed from TAT�s efforts up to a fixed amount based on BRC�s cash contributions. Upon a winding up
of TAT, if the assets available for distribution, other than the intellectual property, are insufficient to repay the
whole of the paid-up capital, such assets shall be distributed so that the losses shall be borne by the shareholders
in proportion to the cash contributed by both parties.

As a result of our obtaining control over TAT, we have included the results of TAT in our condensed
consolidated financial statements beginning June 16, 2007. Based on consideration of the relevant rights
described above, we have determined that BRC�s 25% equity interest in TAT is not substantive. The amended
arrangement represents, in substance, a research and development arrangement between us and BRC.
Therefore, this arrangement is being accounted for as a research and development arrangement. Contributions
from BRC represent its share of funding for future research and development activities that will be performed
principally by BRC and partly by us. Accordingly, BRC�s net contributions have been recorded as an advance
payment for research and development on our condensed consolidated balance sheet. The advance payment from
BRC has been recognized as either reduction of research and development expenses or revenues from
collaborative agreements depending upon who performs the related research and development activity. The
advance payment from BRC has been recorded as a reduction of research and development expenses in our
condensed consolidated statements of operations in the period when BRC performs the underlying research
activity on behalf of TAT. The advance payment from BRC has been recognized as revenues from collaborative
agreements in our condensed consolidated statements of operations in the period when we perform research
activity on behalf of TAT and the source of funds has not been derived from our cash contributions to TAT.
Amounts recognized in our condensed consolidated statements of operations will be based on proportional
performance over the period of planned research activity, which is expected to be 12 months. For the three and
nine months ended September 30, 2008, we incurred related party research and development costs of $184,000
and $502,000, respectively, compared to $70,000 and $569,000, for the comparable 2007 periods. For the three
and nine months ended September 30, 2008, we earned related party revenue of $20,000 and $79,000,
respectively, compared to none and $448,000, for the comparable 2007 periods. As of September 30, 2008 and
December 31, 2007, the net balance of the advance payment from BRC was $738,000 and $1,727,000,
respectively.

4. STOCKHOLDERS� EQUITY

On August 14, 2008, we issued 226,062 shares of our common stock to MPI Research, Inc. (MPI) in a private
placement as advance consideration under Amendment No. 3 to a Master Agreement pursuant to which MPI has
provided and will continue to provide certain preclinical services in support of our programs. The total fair value
of the common stock was $1,038,000, which has been recorded as a prepaid asset and is being amortized to
research and development expense on a pro-rata basis as services are performed. As of September 30, 2008,
$361,000 remained as a prepaid asset which is expected to be expensed over the next three months.
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Geron Corporation
Notes to Condensed Consolidated Financial Statements

September 30, 2008
(Unaudited)

5. SEGMENT INFORMATION

Statement of Financial Accounting Standards No. 131, �Disclosures about Segments of an Enterprise and
Related Information,� (SFAS 131) establishes standards for reporting information regarding operating segments in
annual financial statements and requires selected information for those segments to be presented in interim
financial reports issued to stockholders. SFAS 131 also establishes standards for related disclosures about
products and services and geographic areas. Operating segments are identified as components of an enterprise
about which separate discrete financial information is available for evaluation by the chief operating decision
maker, or decision making group, in making decisions how to allocate resources and assess performance. Our
executive management team represents our chief decision maker, as defined under SFAS 131. To date, we have
viewed our operations as principally 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.
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6. CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS DATA

Supplemental schedule of non-cash operating, investing and financing activities:

Nine Months Ended
September 30,

(In Thousands) 2008 2007
(Unaudited)

Supplemental Operating Activities:
Net unrealized loss on equity investments in licensees $     (6) $     (8)
Cash in transit from options � 6
 Reclassification between derivative liabilities and equity � 22,860
Shares issued for 401(k) matching contribution and performance bonus 640 1,722
Shares or warrants issued in exchange for services 7,554 3,274

Supplemental Investing Activities:
Net unrealized (loss) gain on marketable securities (90) 174

Supplemental Financing Activities:
Deemed dividend � 3,661

7. SUBSEQUENT EVENT

On October 8, 2008, as a seventh installment payment due to Lonza Walkersville, Inc. (Lonza) under the first
project order to a services agreement pursuant to which Lonza is manufacturing certain products for us intended
for therapeutic use in humans, we issued to Lonza 255,754 shares of our common stock, pursuant to a Common
Stock Purchase Agreement dated as of October 3, 2008. The total fair value of the common stock was $1,000,000,
which has been recorded as a prepaid asset and is being amortized to research and development expense on a
pro-rata basis as services are performed over the next six months.
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ITEM 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTSOF
OPERATIONS

OVERVIEW

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 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 I, Item 1A, entitled �Risk Factors� in the Company�s
Annual Report on Form 10-K for the fiscal year ended December 31, 2007, and elsewhere in this Form 10-Q.

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 Quarterly Report on 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 fiscal year ended December 31, 2007.

Geron is a Menlo Park, California-based biopharmaceutical company that is developing first-in-class
therapeutic products for the treatment of cancer and chronic degenerative diseases, including spinal cord injury,
heart failure and diabetes. The products are based on our core expertise in telomerase and human embryonic
stem cells.
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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 risks inherent in our research and development efforts, reliance upon our collaborative partners,
enforcement of our patent and proprietary rights, need for future capital, potential competition and uncertainty
of clinical trial results or regulatory approvals or clearances. In order for a product to be commercialized based
on our research, we and our collaborators must conduct preclinical tests and clinical trials, demonstrate the
efficacy and safety 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

Our condensed consolidated financial statements have been prepared in accordance with U.S. generally
accepted accounting principles. The preparation of these financial statements requires management to make
estimates and assumptions that affect the reported amounts of 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 statements.

Estimates and assumptions about future events and their effects cannot be determined with certainty. We base
our estimates on historical experience and on various other assumptions believed to be applicable and reasonable
under the circumstances. These estimates may change as new events occur, as additional information is obtained
and as our operating environment changes. These changes have historically been minor and have been included
in the condensed consolidated financial statements as soon as they became known. Based on a critical
assessment of our accounting policies and the underlying judgments and uncertainties affecting the application of
those policies, management believes that our condensed consolidated financial statements are fairly stated in
accordance with accounting principles generally accepted in the United States, and present a meaningful
presentation of our financial condition and results of operations.
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Other than the adoption of SFAS 157 as discussed below, we believe that there have been no significant
changes in our critical accounting policies and estimates during the nine months ended September 30, 2008 as
compared to the critical accounting policies and estimates disclosed in our Annual Report on Form 10-K for the
year ended December 31, 2007.

Fair Value of Financial Instruments

In September 2006, the Financial Accounting Standards Board (FASB) issued Statement of Financial
Accounting Standards No. 157, �Fair Value Measurements,� (SFAS 157), which defines fair value, establishes
guidelines for measuring fair value and expands disclosures regarding fair value measurements. SFAS 157 does
not require any new fair value measurements but rather eliminates inconsistencies in guidance found in various
prior accounting pronouncements and is effective for fiscal years beginning after November 15, 2007.

Beginning January 1, 2008, assets and liabilities recorded at fair value in our condensed consolidated balance
sheet are categorized based upon the level of judgment associated with inputs used to measure their fair value.
SFAS 157 defines a three-level valuation hierarchy for disclosure of fair value measurements as follows:

Level 1 � Inputs are unadjusted, quoted prices in active markets for identical assets or liabilities at the
measurement date.

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.
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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.

We classify inputs to derive fair values for marketable debt securities available-for-sale and marketable equity
investments in licensees as Level 1 and 2. Instruments classified as Level 1 include highly liquid government and
agency securities, money market funds and publicly traded equity securities in active markets. Instruments
classified as Level 2 include corporate notes, asset-backed securities and commercial paper.

We classify inputs to calculate fair value of derivatives as Level 3 which includes warrants and non-employee
options classified as liabilities under Issue 00-19. The fair value for these instruments is calculated using the
Black Scholes option-pricing model. The model�s inputs reflect assumptions that market participants would use in
pricing the instrument in a current period transaction. Inputs to the model include stock volatility, dividend
yields, expected term of the derivatives and risk-free interest rates. Expected volatilities are based on historical
volatilities of our stock since traded options on Geron stock do not correspond to derivatives� terms and trading
volume of options is limited. The expected term of the derivatives is equal to the remaining contractual term of
the instrument. 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. Changes to the model�s inputs are not changes to valuation
methodologies, but instead reflect direct or indirect impacts from changes in market conditions. Accordingly,
results from the valuation model in one period may not be indicative of future period measurements.

For a further discussion regarding fair value measurements, see Note 2, �Fair Value Measurements,� of Notes to
Condensed Consolidated Financial Statements.
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RESULTS OF OPERATIONS

Revenues

We recognized revenues from collaborative agreements of $74,000 and $240,000 for the three and nine
months ended September 30, 2008, respectively, compared to none and $597,000 for the comparable 2007
periods. Revenues for 2008 and 2007 primarily reflect related party reimbursements we received from our joint
venture in Hong Kong, TA Therapeutics, Ltd. (TAT), for scientific research services and revenue recognized under
our collaboration with Corning Life Sciences. Since June 16, 2007, we have been consolidating TAT�s results of
operations and have eliminated any related party revenue when the source of funds has been derived from our
contributions to the related party.

We have entered into license and option agreements with companies involved in oncology, diagnostics,
research tools, agriculture and biologics production. In each of these agreements, we have granted certain rights
to our technologies. In connection with the agreements, we are entitled to receive license fees, option fees,
milestone payments and royalties on future sales, or any combination thereof. We recognized license fee
revenues of $267,000 and $1.9 million for the three and nine months ended September 30, 2008, respectively,
compared to $1.1 million and $2.2 million for the comparable 2007 periods related to our various agreements. In
2008, license fee revenues primarily reflected recognition of a $1.5 million milestone payment in connection with
our joint venture agreement with Exeter Life Sciences, Inc. as a result of the final Risk Assessment released by
the U.S. Food and Drug Administration addressing food products made from cloned animals or their progeny. In
2007, license fee revenues primarily reflected recognition of revenues from the Merck license agreement. We
expect to recognize revenues of $59,000 for the remainder of 2008, $27,000 in 2009, $27,000 in 2010, $25,000 in
2011 and none thereafter related to our existing deferred revenue. Current revenues may not be predictive of
future revenues.

We received royalties of $26,000 and $78,000 for the three and nine months ended September 30, 2008,
respectively, compared to $15,000 and $165,000 for the comparable 2007 periods on product sales of telomerase
detection and telomere measurement kits to the research-use-only market, cell-based research products and
agricultural products. License and royalty revenues are dependent upon additional agreements being signed and
future product sales.
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Research and Development Expenses

Research and development expenses were $14.2 million and $39.4 million for the three and nine months
ended September 30, 2008, respectively, compared to $12.3 million and $39.6 million for the comparable 2007
periods. The increase in research and development expenses for the 2008 third quarter compared to the 2007
third quarter was primarily the result of timing of purchases of $2.1 million of GRN163L drug product for clinical
trials. The decrease for the 2008 nine month period compared to the 2007 nine month period was primarily the
net result of reduced consulting expenses of $2.6 million offset by increased personnel-related expense of $2.5
million due to increased regulatory and product development headcount. Overall, we expect research and
development expenses to increase in the next year as we incur expenses related to clinical trials for GRN163L
and GRNVAC1 and continued development of our human embryonic stem cell (hESC) programs.

Our research and development activities have arisen from our two major technology platforms, telomerase and
hESCs. The oncology programs focus on treating or diagnosing cancer by targeting or detecting the presence of
telomerase, either inhibiting activity of the telomerase enzyme, diagnosing cancer by detecting the presence of
telomerase, or using telomerase as a target for therapeutic vaccines. Our core knowledge base in telomerase and
telomere biology supports all these approaches, and our scientists may contribute to any or all of these programs
in a given period. We have initiated the following clinical trials for our telomerase inhibitor drug, GRN163L: 1)
Phase I/II trial in patients with chronic lymphoproliferative disease; 2) Phase I trial in patients with solid tumor
malignancies; 3) Phase I trial in patients with advanced non-small cell lung cancer when administered
intravenously in combination with a standard paclitaxel/carboplatin regimen; 4) Phase I trial in patients with
multiple myeloma; and 5) Phase I/II trial in patients with breast cancer when administered intravenously in
combination with a paclitaxel/bevacizumab regimen. Preliminary data from these studies showed safety and
tolerability of the drug in low-dose cohorts as well as the expected pharmacokinetic properties after multiple
intravenous infusions of the drug. Taking the results from the Duke University clinical studies in prostate cancer,
hematologic malignancies and renal cell carcinoma, we optimized the vaccine manufacturing process and
transferred it to a contract manufacturer. We are conducting a Phase II clinical trial of our telomerase cancer
vaccine (GRNVAC1) using the prime/boost scheme in patients with acute myelogenous leukemia.
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Our hESC therapy programs focus on treating injuries and degenerative diseases with cell therapies based on
cells derived from hESCs. A core knowledge of hESC biology, as well as a significant continuing effort in deriving,
growing, maintaining, and differentiating hESCs, underlies all aspects of this group of programs. Many of our
researchers are allocated to more than one hESC project, and the percentage allocations of time change as the
resource needs of individual programs vary. In our hESC therapy programs, we have concentrated our resources
on several specific cell types. We have developed proprietary methods to grow, maintain and scale the culture of
undifferentiated hESCs that use feeder cell-free and serum-free media with chemically defined components.
Moreover, we have developed scalable processes to differentiate these cells into therapeutically relevant cells,
including cryopreserved formulations in order to deliver these therapeutic cells �on demand�. We are now testing
six different hESC-derived therapeutic cell types in animal models. From these studies, we are advancing
development of two hESC-based therapeutics to clinical testing. We received notice from the Food and Drug
Administration (FDA) that our Investigational New Drug (IND) application to initiate clinical testing of our
hESC-derived oligodendrocyte progenitor cells (GRNOPC1) for the treatment of acute spinal cord injury has been
placed on clinical hold.

Research and development expenses allocated by program are as follows (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,

2008 2007 2008 2007
(Unaudited)

Oncology $    8,781 $    5,913 $    22,277 $    21,782
hESC Therapies 5,427 6,413 17,158 17,831
Total $ 14,208 $ 12,326 $ 39,435 $ 39,613
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At this time, we cannot provide reliable estimates of how much time or investment will be necessary to
commercialize products from the programs currently in progress. Drug development in the U.S. is a process that
includes multiple steps defined by the FDA under applicable statutes, regulations and guidance documents. After
the preclinical research process of identifying, selecting and testing in animals a potential pharmaceutical
compound, the clinical development process begins with the filing of an IND. An IND becomes effective within 30
days of filing with the FDA unless the FDA imposes a clinical hold on the IND. In addition, the FDA may, at any
time, impose a clinical hold on ongoing clinical trials. If the FDA imposes a clinical hold, clinical trials cannot
commence or recommence, as the case may be, without prior FDA authorization, and then only under terms
authorized by the FDA. Clinical development typically involves three phases of study: Phase I, II and III. The most
significant costs associated with clinical development are incurred in Phase III trials, which tend to be the longest
and largest studies conducted during the drug development process. After the completion of a successful
preclinical and clinical development program, a New Drug Application (NDA) or Biologics License Application
(BLA) must be filed with the FDA, which includes, among other things, very large amounts of preclinical and
clinical data and results and manufacturing-related information necessary to support requested approval of the
product. The NDA/BLA must be reviewed and approved by the FDA.

According to industry statistics, it generally takes 10 to 15 years to research, develop and bring to market a
new prescription medicine in the United States. In light of the steps and complexities involved, the successful
development of our potential products is highly uncertain. Actual timelines and costs to develop and
commercialize a product are subject to enormous variability and are very difficult to predict. In addition, various
statutes and regulations also govern or influence the manufacturing, safety reporting, labeling, storage, record
keeping and marketing of each product.
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The lengthy process of seeking these regulatory reviews and approvals, and the subsequent compliance with
applicable statutes and regulations, require the expenditure of substantial resources. Any failure by us to obtain,
or any delay in obtaining, regulatory approvals could materially adversely affect our business. In responding to an
NDA/BLA submission, the FDA may grant marketing approval, may request additional information, may deny the
application if it determines that the application does not provide an adequate basis for approval, and may also
refuse to review an application that has been submitted if it determines that the application does not provide an
adequate basis for filing and review. We cannot provide assurance that any approval required by the FDA will be
obtained on a timely basis, if at all.

For a more complete discussion of the risks and uncertainties associated with completing development of
potential products, see the sub-section titled �Delays in the commencement of clinical testing of our current and
potential product candidates could result in increased costs to us and delay our ability to generate revenues� and
�Obtaining regulatory approvals to market our product candidates in the United States and other countries is a
costly and lengthy process and we cannot predict whether or when we will be permitted to commercialize our
product candidates� in Part II, Item 1A entitled �Risk Factors� and elsewhere in this quarterly report.

General and Administrative Expenses

General and administrative expenses were $4.1 million and $12.2 million for the three and nine months ended
September 30, 2008, respectively, compared to $4.1 million and $11.8 million for the comparable 2007 periods.
General and administrative costs have remained consistent period to period as a net result of reduced consulting
and accounting expenses offset by increased patent legal costs. We currently anticipate general and
administrative expenses to remain consistent with current levels.

Unrealized Gain (Loss) on Derivatives

Unrealized gain (loss) on derivatives reflects a non-cash adjustment for changes in fair value of warrants and
options held by non-employees to purchase common stock that are classified as current liabilities based upon the
terms of the instrument. Under Issue 00-19, derivatives classified as assets or liabilities are marked to market at
each financial reporting date with any resulting unrealized gain (loss) recorded in the condensed consolidated
statements of operations. The derivatives 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 the fair value of these instruments is updated and reclassified from assets or liabilities
to stockholders� equity. We incurred an unrealized loss of $162,000 and an unrealized gain of $739,000 on
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derivatives for the three and nine months ended September 30, 2008, respectively, compared to an unrealized
loss of $247,000 and an unrealized gain of $14.5 million for the comparable 2007 periods. The total unrealized
gain on derivatives for 2008 reflects the decreasing value of derivative liabilities currently on the condensed
consolidated balance sheet. The total unrealized gain on derivatives for 2007 primarily reflects the result of
amendments executed in March 2007 to certain warrant agreements to address the presumption under Issue
00-19 of net-cash settlement in the event that registered shares are not available to settle the warrants and the
change in fair value for warrants held at December 2006.

Interest and Other Income

Interest income was $1.2 million and $4.5 million for the three and nine months ended September 30, 2008,
respectively, compared to $2.8 million and $8.4 million for the comparable 2007 periods. The decrease in interest
income for 2008 compared to 2007 was primarily due to decreased interest rates and lower cash and investment
balances. Interest earned in future periods will depend on the size of our securities portfolio and prevailing
interest rates.
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Loss Recognized Under Equity Method Investment

In August 2008, we exchanged our equity interest in the Start Licensing, Inc. joint venture for equity interest
in ViaGen, Inc. In September 2008, we provided a loan of $1.5 million to ViaGen in connection with ViaGen
acquiring a 44% interest in an unrelated company that develops and markets large animal model systems for
research and development applications. The proceeds of the loan did not fund prior ViaGen losses and represents
additional financial support to ViaGen. In accordance with the equity method of accounting, we recognized
$229,000 during the 2008 third quarter for our proportionate share of ViaGen�s losses as an adjustment to the
basis of the loan. Previously, we had suspended the equity method of accounting for Start and ViaGen since our
proportionate share of net losses exceeded the value of our equity investment.

Interest and Other Expense

Interest and other expense was $23,000 and $71,000 for the three and nine months ended September 30,
2008, respectively, compared to $24,000 and $78,000 for the comparable 2007 periods. The decrease in interest
and other expense for 2008 compared to 2007 was primarily due to decreased investment management charges
as a result of lower cash and investment balances.

Deemed Dividend on Derivatives

In conjunction with the warrant exercise in February 2007, we issued warrants to purchase 1,125,000 shares
of common stock, at a premium, exercisable from June 2007. The new warrants are substantially the same as the
A Warrants issued in the December 2006 financing. The aggregate fair value of $3.7 million for these new
instruments, as calculated using the Black Scholes option-pricing model, was recognized as a deemed dividend in
the condensed consolidated statements of operations.

Net Loss Applicable to Common Stockholders

Net loss applicable to common stockholders was $17.2 million and $44.4 million for the three and nine months
ended September 30, 2008, respectively, compared to $12.8 million and $29.3 million for the comparable 2007
periods. Excluding the effect of unrealized gain on derivatives, net loss increased in the third quarter of 2008
compared to the third quarter of 2007 as a result of decreased interest income and revenues and increased
operating expenses due to timing of drug product purchases and manufacturing-related costs. Excluding the
effect of unrealized gain on derivatives and deemed dividend on derivatives, net loss increased in 2008 compared
to 2007 primarily as a result of decreased interest income.

LIQUIDITY AND CAPITAL RESOURCES

Cash, restricted cash, cash equivalents and marketable securities at September 30, 2008 totaled $175.2
million compared to $208.4 million at December 31, 2007. We have an investment policy to invest these funds in
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liquid, investment grade securities, such as interest-bearing money market funds, U.S. government and agency
securities, corporate notes, commercial paper, asset-backed securities and municipal securities. Our investment
portfolio does not contain securities with exposure to sub-prime mortgages, collateralized debt obligations or
auction rate securities and we have not to date recognized an other than temporary impairment on our
marketable securities. To date, we have not experienced lack of access to our invested cash and cash equivalents;
however, we cannot provide assurances that access to our invested cash and cash equivalents will not be
impacted by adverse conditions in the financial markets. The decrease in cash, restricted cash, cash equivalents
and marketable securities in 2008 was due to use of cash for operations.

Cash Flows from Operating Activities. Net cash used in operations was $30.6 million for the nine months
ended September 30, 2008 compared to $23.2 million for the comparable 2007 period. The increase in net cash
used for operations in 2008 was primarily the result of payments to Biotechnology Research Corporation, our
joint venture partner in TA Therapeutics, Ltd., for scientific research services, cash payments to vendors for
equipment purchases and general operations and use of the advance payment for related party research and
development.
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Cash Flows from Investing Activities. Net cash provided by investing activities was $6.8 million for the nine
months ended September 30, 2008, compared to net cash provided by investing activities of $23.3 million for the
comparable 2007 period. The decrease in net cash provided by investing activities reflected reduced marketable
securities maturities.

Since inception through September 30, 2008, we have invested approximately $21.2 million in property and
equipment, of which approximately $8.3 million was financed through an equipment financing arrangement. As of
September 30, 2008, no payments were due under our equipment financing facility. As of September 30, 2008,
we had approximately $500,000 available for borrowing under our equipment financing facility. We intend to
renew the commitment for a new equipment financing facility in 2008 to further fund equipment purchases. If we
are unable to renew the commitment, we will use our cash resources for capital expenditures.

Cash Flows from Financing Activities. Net cash used in financing activities for the nine months ended
September 30, 2008 was $342,000, compared to net cash provided by financing activities of $16.8 million for the
comparable 2007 period. During the second quarter of 2008, certain restricted stock awards vested for
employees, at which time payroll taxes were assessed on the fair value of the vested awards. In accordance with
our 2002 Equity Incentive Plan, we repurchased a portion of the vested stock from employees at a fair value of
$455,000 and provided the cash to the respective tax authorities on behalf of the employees in order to satisfy
their minimum tax withholding requirements. In 2007, we received $15.0 million in proceeds from the exercise of
warrants issued to institutional investors in connection with a financing in December 2006.

Contractual Obligations

As of September 30, 2008, our contractual obligations for the next five years and thereafter are as follows:

Principal Payments Due by Period
Remainder 2009- 2011- After

Contractual Obligations (1) Total in 2008 2010 2012 2012
(Amounts in thousands)

Equipment leases $ 28 $ 4 $ 24 $ � $ �
Operating leases (2) � � � � �
Research funding (3) 3,073 931 768 594 780
Total contractual cash obligations $    3,101 $    935 $    792 $    594 $    780
____________________

(1) This table does not include any milestone payments under research
collaborations or license agreements as the timing and likelihood of
such payments are not known. In addition, this table does not include
payments under our severance plan if there was a change in control
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of the Company or severance payments to key employees under
involuntary termination.

(2) In March 2004, we issued 363,039 shares of our common stock to the
lessor of our premises at 200 and 230 Constitution Drive in payment
of our monthly rental obligation from February 1, 2004 through July
31, 2008. In March 2008, we issued 742,158 shares of our common
stock to the lessor of our premises at 200 and 230 Constitution Drive
in payment of our monthly rental obligation from August 1, 2008
through July 31, 2012. In May 2007, we issued 210,569 shares of our
common stock to the lessor of our premises at 149 Commonwealth
Drive in payment of our monthly rental obligation from May 1, 2007
through April 30, 2010. The fair value of the common stock issuances
has been recorded as a prepaid asset and is being amortized to rent
expense on a straight-line basis over the lease periods.

(3) Research funding is comprised of sponsored research and license
commitments at various laboratories around the world, including
commitments of our majority-owned subsidiary, TAT.
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We estimate that our existing capital resources, interest income and equipment financing facilities will be
sufficient to fund our current level of operations through at least December 2009. Changes in our research and
development plans or other changes affecting our operating expenses or cash balances may result in the
expenditure of available resources before such time, and in any event, we will need to raise substantial additional
capital to fund our operations in the future. We intend to seek additional funding through strategic
collaborations, public or private equity financings, equipment loans or other financing sources that may be
available.

Off-Balance Sheet Arrangements

None

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The following discussion about our market risk disclosures contains forward-looking statements. Actual results
could differ materially from those projected in the forward-looking statements. We are exposed to market risk
related to changes in interest rates and foreign currency exchange rates. We do not use derivative financial
instruments for speculative or trading purposes.

Credit Risk. We place our cash, restricted cash, cash equivalents, and marketable securities with six financial
institutions in the United States. Deposits with banks may exceed the amount of insurance provided on such
deposits. While we monitor the cash balances in our operating accounts and adjust the cash balances as
appropriate, these cash balances could be impacted if the underlying financial institutions fail or could be subject
to other adverse conditions in the financial markets. To date, we have not experienced any loss or lack of access
to cash in our operating accounts or to our cash equivalents and marketable securities in our investment
portfolios. Financial instruments that potentially subject us to concentrations of credit risk consist primarily of
marketable securities. Marketable securities consist of U.S. government agency securities, commercial paper and
corporate notes. Our investment policy, approved by our Board of Directors, limits the amount we may invest in
any one type of investment issuer, thereby reducing credit risk concentrations.

Interest Rate Sensitivity. The fair value of our cash equivalents and marketable securities at September 30,
2008 was $173.3 million. These investments include $120.8 million of cash and cash equivalents which are due in
less than 90 days and $52.5 million of short-term investments which are due in less than one year.

Foreign Currency Exchange Risk. Because we translate foreign currencies into United States dollars for
reporting purposes, currency fluctuations can have an impact, though generally immaterial, on our results. We
believe that our exposure to currency exchange fluctuation risk is insignificant primarily because our
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wholly-owned international subsidiary, Geron Bio-Med Ltd., satisfies its financial obligations almost exclusively in
its local currency. As of September 30, 2008, there was an immaterial currency exchange impact from our
intercompany transactions. As of September 30, 2008, we did not engage in foreign currency hedging activities.

ITEM 4. CONTROLS AND PROCEDURES

(a) Evaluation of Disclosure Controls and Procedures. The Securities and Exchange Commission defines the
term �disclosure controls and procedures� to mean a company�s controls and other procedures that are designed to
ensure that information required to be disclosed in the reports that it files or submits under the Securities
Exchange Act of 1934 is recorded, processed, summarized and reported, within the time periods specified in the
Commission�s rules and forms. Our chief executive officer and our chief financial officer have concluded, based on
the evaluation of the effectiveness of our disclosure controls and procedures by our management, with the
participation of our chief executive officer and our chief financial officer, as of the end of the period covered by
this report, that our disclosure controls and procedures were effective for this purpose.

(b) Changes in Internal Controls Over Financial Reporting. There was no change in our internal control over
financial reporting for the three months ended September 30, 2008 that has materially affected, or is reasonably
likely to materially affect, our internal control over financial reporting.
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It should be noted that any system of controls, however well designed and operated, can provide only
reasonable assurance, and not absolute assurance, that the objectives of the system are met. In addition, the
design of any control system is based in part upon certain assumptions about the likelihood of future events.
Because of these and other inherent limitations of control systems, there can be no assurance that any design will
succeed in achieving its stated goals in all future circumstances.

PART II. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

None

ITEM 1A. RISK FACTORS

Our business is subject to various risks, including those described below. You should carefully consider these
risk factors, together with all of the other information included in this Form 10-Q. Any of these risks could
materially adversely affect our business, operating results and financial condition.

RISKS RELATED TO OUR BUSINESS

Our business is at an early stage of development.

Our business is at an early stage of development, in that we do not yet have product candidates in late-stage
clinical trials or on the market. We have begun clinical testing of our lead anti-cancer drug, GRN163L, in patients
with chronic lymphocytic leukemia, solid tumor malignancies, non-small cell lung cancer, breast cancer and
multiple myeloma. We have begun clinical testing of our telomerase cancer vaccine, GRNVAC1, in patients with
acute myelogenous leukemia. We have no other product candidates in clinical testing. Our ability to develop
product candidates that progress to and through clinical trials is subject to our ability to, among other things:

succeed in our research and development efforts;• 
select therapeutic compounds or cell therapies for development;• 
obtain required regulatory approvals;• 
manufacture product candidates; and• 
collaborate successfully with clinical trial sites, academic institutions, physician investigators, clinical
research organizations and other third parties.

• 

Edgar Filing: GOLDMAN SACHS GROUP INC - Form 424B2

40



Potential lead drug compounds or other product candidates and technologies require significant preclinical
and clinical testing prior to regulatory approval in the United States and other countries. Our product candidates
may prove to have undesirable and unintended side effects or other characteristics adversely affecting their
safety, efficacy or cost-effectiveness that could prevent or limit their commercial use. In addition, our product
candidates may not prove to be more effective for treating disease or injury than current therapies. Accordingly,
we may have to delay or abandon efforts to research, develop or obtain regulatory approvals to market our
product candidates. In addition, we will need to determine whether any of our potential products can be
manufactured in commercial quantities at an acceptable cost. Our research and development efforts may not
result in a product that can be approved by regulators or marketed successfully. Physicians may not prescribe
our products or patients or third party payors may not accept such products. Competitors may have proprietary
rights which prevent us from marketing our products or sell similar, superior or lower-cost products. Because of
the significant scientific, regulatory and commercial milestones that must be reached for any of our development
programs or product candidates to be successful, any program or product candidate may be abandoned, even
after we have expended significant resources, such as our investments in telomerase technology, human
embryonic stem cells, GRN163L and GRNVAC1, which could adversely affect our business and cause a sharp
drop in our stock price.
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The science and technology of telomere biology and telomerase, human embryonic stem cells and nuclear
transfer are relatively new. There is no precedent for the successful commercialization of therapeutic product
candidates based on our technologies. These development programs are therefore particularly risky. In addition,
we, our licensees or our collaborators must undertake significant research and development activities to develop
product candidates based on our technologies, which will require additional funding and may take years to
accomplish, if ever.

Restrictions on the use of human embryonic stem cells, political commentary and the ethical and
social implications of research involving human embryonic stem cells could prevent us from
developing or gaining acceptance for commercially viable products based upon such stem cells and
adversely affect the market price of our common stock.

Some of our most important programs involve the use of stem cells that are derived from human embryos. The
use of human embryonic stem cells gives rise to ethical and social issues regarding the appropriate use of these
cells. Our research related to human embryonic stem cells may become the subject of adverse commentary or
publicity, which could significantly harm the market price for our common stock.

Some political and religious groups have voiced opposition to our technology and practices. We use stem cells
derived from human embryos that have been created for in vitro fertilization procedures but are no longer
desired or suitable for that use and are donated with appropriate informed consent for research use. Many
research institutions, including some of our scientific collaborators, have adopted policies regarding the ethical
use of human embryonic tissue. These policies may have the effect of limiting the scope of research conducted
using human embryonic stem cells, thereby impairing our ability to conduct research in this field.

In addition, the United States government and its agencies are only providing limited funding to research
which involves the use of human embryonic tissue. President Bush announced on August 9, 2001 that he would
permit federal funding of research on human embryonic stem cells using the limited number of embryonic stem
cell lines that had already been created, but relatively few federal grants have been made so far. The President�s
Council on Bioethics monitors stem cell research, and the guidelines and regulations it recommends may include
restrictions on the scope of research using human embryonic or fetal tissue. Certain states are considering, or
have in place, legislation relating to stem cell research, including California whose voters approved Proposition
71 to provide state funds for stem cell research in November 2004. It is not yet clear what, if any, affect such
state actions may have on our ability to commercialize stem cell products. In the United Kingdom and other
countries, the use of embryonic or fetal tissue in research (including the derivation of human embryonic stem
cells) is regulated by the government, whether or not the research involves government funding.

Government-imposed restrictions with respect to use of embryos or human embryonic stem cells in research
and development could have a material adverse effect on us, including:
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harming our ability to establish critical partnerships and collaborations;• 
delaying or preventing progress in our research and development; and• 
causing a decrease in the price of our stock.• 
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RISKS RELATED TO OUR FINANCIAL POSITION AND
NEED FOR ADDITIONAL FINANCING

We have a history of losses and anticipate future losses, and continued losses could impair our ability
to sustain operations.

We have incurred operating losses every year since our operations began in 1990. As of September 30, 2008,
our accumulated deficit was approximately $489.3 million. Losses have resulted principally from costs incurred in
connection with our research and development activities and from general and administrative costs associated
with our operations. We expect to incur additional operating losses and, as our development efforts and clinical
testing activities continue, our operating losses may increase in size.

Substantially all of our revenues to date have been research support payments under collaboration
agreements and revenues from our licensing arrangements. We may be unsuccessful in entering into any new
corporate collaboration or license agreement that results in revenues. We do not expect that the revenues
generated from these arrangements will be sufficient alone to continue or expand our research or development
activities and otherwise sustain our operations.

While we receive royalty revenue from licenses of diagnostic product candidates, telomerase-immortalized cell
lines and other licensing activities, we do not currently expect to receive sufficient royalty revenues from these
licenses to sustain our operations. Our ability to continue or expand our research and development activities and
otherwise sustain our operations is dependent on our ability, alone or with others, to, among other things,
manufacture and market therapeutic products.

We also expect to experience negative cash flow for the foreseeable future as we fund our operating losses
and capital expenditures. This will result in decreases in our working capital, total assets and stockholders� equity,
which may not be offset by future financings. We will need to generate significant revenues to achieve
profitability. We may not be able to generate these revenues, and we may never achieve profitability. Our failure
to achieve profitability could negatively impact the market price of our common stock. Even if we do become
profitable, we cannot assure you that we would be able to sustain or increase profitability on a quarterly or
annual basis.

We will need additional capital to conduct our operations and develop our product candidates, and our
ability to obtain the necessary funding is uncertain.

We will require substantial capital resources in order to conduct our operations and develop our product
candidates, and we cannot assure you that our existing capital resources, interest income and equipment
financing arrangement will be sufficient to fund our current and planned operations. The timing and degree of
any future capital requirements will depend on many factors, including:

the accuracy of the assumptions underlying our estimates for our capital needs in 2008 and beyond;• 
the magnitude and scope of our research and development programs;• 
the progress we make in our research and development programs, preclinical development and clinical
trials;

• 

our ability to establish, enforce and maintain strategic arrangements for research, development, clinical
testing, manufacturing and marketing;

• 

the number and type of product candidates that we pursue;• 
the time and costs involved in obtaining regulatory approvals; and• 
the costs involved in preparing, filing, prosecuting, maintaining, defending and enforcing patent claims.• 

26
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We do not have any committed sources of capital. Additional financing through strategic collaborations, public
or private equity financings, capital lease transactions or other financing sources may not be available on
acceptable terms, or at all. The receptivity of the public and private equity markets to proposed financings is
substantially affected by the general economic, market and political climate and by other factors which are
unpredictable and over which we have no control. Additional equity financings, if we obtain them, could result in
significant dilution to stockholders. Further, in the event that additional funds are obtained through
arrangements with collaborative partners, these arrangements may require us to relinquish rights to some of our
technologies, product candidates or proposed products that we would otherwise seek to develop and
commercialize ourselves. If sufficient capital is not available, we may be required to delay, reduce the scope of or
eliminate one or more of our programs, any of which could have a material adverse effect on our business.

RISKS RELATED TO CLINICAL AND COMMERCIALIZATION ACTIVITIES

Delays in the commencement of clinical testing of our current and potential product candidates could
result in increased costs to us and delay our ability to generate revenues.

The commencement of clinical trials can be delayed for a variety of reasons, including delays in:

demonstrating sufficient safety and efficacy to obtain regulatory approval to commence a clinical trial;• 
reaching agreement on acceptable terms with our collaborators on all aspects of the clinical trial,
including the contract research organizations and the trial sites;

• 

reaching agreement on acceptable terms with prospective contract research organizations and trial sites;• 
manufacturing sufficient quantities or producing drug meeting our quality standards of a product
candidate;

• 

obtaining approval of an Investigational New Drug (IND) application or proposed trial design from the
Food and Drug Administration (FDA); and

• 

obtaining institutional review board approval to conduct a clinical trial at a prospective site.• 

In addition, clinical trials may be delayed due to insufficient patient enrollment, which is a function of many
factors, including the size and nature of the patient population, the nature of the protocol, the proximity of
patients to clinical sites, the availability of effective treatments for the relevant disease, and the eligibility criteria
for the clinical trial.

We do not have experience as a company conducting large-scale clinical trials, or in other areas
required for the successful commercialization and marketing of our product candidates.

Preliminary results from clinical trials of GRN163L and GRNVAC1 may not be indicative of successful
outcomes in later stage trials. Negative or limited results from any current or future clinical trials could delay or
prevent further development of our product candidates which would adversely affect our business.

We have no experience as a company in conducting large-scale, late stage clinical trials, and our experience
with early-stage clinical trials with small numbers of patients is limited. In part because of this limited
experience, we cannot be certain that planned clinical trials will begin or be completed on time, if at all.
Large-scale trials would require either additional financial and management resources, or reliance on third-party
clinical investigators, clinical research organizations (CROs) or consultants. Relying on third-party clinical
investigators or CROs may force us to encounter delays that are outside of our control. Any such delays could
have a material adverse effect on our business.

27

We also do not currently have marketing and distribution capabilities for our product candidates. Developing
an internal sales and distribution capability would be an expensive and time-consuming process. We may enter
into agreements with third parties that would be responsible for marketing and distribution. However, these third
parties may not be capable of successfully selling any of our product candidates. The inability to commercialize
and market our product candidates could materially affect our business.
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Obtaining regulatory approvals to market our product candidates in the United States and other
countries is a costly and lengthy process and we cannot predict whether or when we will be permitted
to commercialize our product candidates.

Federal, state and local governments in the United States and governments in other countries have significant
regulations in place that govern many of our activities and may prevent us from creating commercially viable
products from our discoveries. The regulatory process, particularly for biopharmaceutical product candidates like
ours, is uncertain, can take many years and requires the expenditure of substantial resources.

Our potential product candidates will require extensive preclinical and clinical testing prior to submission of
any regulatory application for commercial sales. In particular, human pharmaceutical therapeutic product
candidates are subject to rigorous requirements of the FDA in the United States and similar health authorities in
other countries in order to demonstrate safety and efficacy. Data obtained from preclinical and clinical activities
is susceptible to varying interpretations that could delay, limit or prevent regulatory agency approvals. In
addition, delays or rejections may be encountered as a result of changes in regulatory agency policy during the
period of product development and/or the period of review of any application for regulatory agency approval for a
product candidate.

Any product candidate that we or our collaborators develop must receive all relevant regulatory agency
approvals before it may be marketed in the United States or other countries. Obtaining regulatory approval is a
lengthy, expensive and uncertain process. Because certain of our product candidates involve the application of
new technologies or are based upon a new therapeutic approach, they may be subject to substantial additional
review by various government regulatory authorities, and, as a result, the process of obtaining regulatory
approvals for them may proceed more slowly than for product candidates based upon more conventional
technologies.

Delays in obtaining regulatory agency approvals could:

significantly harm the marketing of any products that we or our collaborators develop;• 
impose costly procedures upon our activities or the activities of our collaborators;• 
diminish any competitive advantages that we or our collaborators may attain; or• 
adversely affect our ability to receive royalties and generate revenues and profits.• 

Even if we commit the necessary time and resources, the required regulatory agency approvals may not be
obtained for any product candidates developed by us or in collaboration with us. If we obtain regulatory agency
approval for a new product, this approval may entail limitations on the indicated uses for which it can be
marketed that could limit the potential commercial use of the product.
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Failure to achieve continued compliance with government regulation over approved products could
delay or halt commercialization of our products.

Approved products and their manufacturers are subject to continual review, and discovery of previously
unknown problems with a product or its manufacturer may result in restrictions on the product or manufacturer,
including withdrawal of the product from the market. The sale by us or our collaborators of any commercially
viable product will be subject to government regulation from several standpoints, including the processes of:

manufacturing;• 
advertising and promoting;• 
selling and marketing;• 
labeling; and• 
distribution.• 

If, and to the extent that, we are unable to comply with these regulations, our ability to earn revenues will be
materially and negatively impacted.
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Failure to comply with regulatory requirements can result in severe civil and criminal penalties, including but
not limited to:

recall or seizure of products;• 
injunction against manufacture, distribution, sales and marketing; and• 
criminal prosecution.• 

The imposition of any of these penalties or other commercial limitations could significantly impair our business,
financial condition and results of operations.

RISKS RELATED TO PROTECTING OUR INTELLECTUAL PROPERTY

Impairment of our intellectual property rights may adversely affect the value of our technologies and
product candidates and limit our ability to pursue their development.

Protection of our proprietary technology is critically important to our business. Our success will depend in part
on our ability to obtain and enforce our patents and maintain trade secrets, both in the United States and in other
countries. In the event that we are unsuccessful in obtaining and enforcing patents, our business would be
negatively impacted. Further, our patents may be challenged, invalidated or circumvented, and our patent rights
may not provide proprietary protection or competitive advantages to us.

The patent positions of pharmaceutical and biopharmaceutical companies, including ours, are highly uncertain
and involve complex legal and technical questions. In particular, legal principles for biotechnology patents in the
United States and in other countries are evolving, and the extent to which we will be able to obtain patent
coverage to protect our technology, or enforce issued patents, is uncertain. In the United States, recent court
decisions in patent cases as well as proposed legislative changes to the patent system only exacerbate this
uncertainty. Furthermore, significant amendments to the regulations governing the process of obtaining patents
were recently proposed by the United States Patent and Trademark Office (the Patent Office). These amendments
were widely regarded as detrimental to the interests of biotechnology and pharmaceutical companies. The
implementation of the amendments was blocked by a court injunction requested by a pharmaceutical company. At
this time, the Patent Office is challenging the court decision through an appeals process, and we do not know
whether or when the Patent Office might seek to reintroduce the amendments in a modified form.
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In Europe, the European Patent Convention prohibits the granting of European patents for inventions that
concern �uses of human embryos for industrial or commercial purposes.� The European Patent Office is presently
interpreting this prohibition broadly, and is applying it to reject patent claims that pertain to human embryonic
stem cells (hESCs). However, this broad interpretation is being challenged through the European Patent Office
appeals system. As a result, we do not yet know whether or to what extent we will be able to obtain patent
protection for our human embryonic stem cell technologies in Europe. If we are unable to protect our inventions
related to hESCs in Europe, our business would be negatively impacted.

Publication of discoveries in scientific or patent literature tends to lag behind actual discoveries by at least
several months and sometimes several years. Therefore, the persons or entities that we or our licensors name as
inventors in our patents and patent applications may not have been the first to invent the inventions disclosed in
the patent applications or patents, or the first to file patent applications for these inventions. As a result, we may
not be able to obtain patents for discoveries that we otherwise would consider patentable and that we consider to
be extremely significant to our future success.

Challenges to our patent rights can result in costly and time-consuming legal proceedings that may
prevent or limit development of our product candidates.

Where several parties seek U.S. patent protection for the same technology, the Patent Office may declare an
interference proceeding in order to ascertain the party to which the patent should be issued. Patent interferences
are typically complex, highly contested legal proceedings, subject to appeal. They are usually expensive and
prolonged, and can cause significant delay in the issuance of patents. Moreover, parties that receive an adverse
decision in an interference can lose important patent rights. Our pending patent applications, or our issued
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patents, may be drawn into interference proceedings which may delay or prevent the issuance of patents, or
result in the loss of issued patent rights. As more groups become engaged in scientific research and product
development in the areas of telomerase biology and embryonic stem cells, the risk of our patents being
challenged through patent interferences, oppositions, reexaminations or other means will likely increase.

The interference process can also be used to challenge a patent that has been issued to another party. For
example, in 2004 we were party to two interferences declared by the Patent Office at our request. These
interferences involved two of our pending applications relating to nuclear transfer technology and two issued
patents, held by the University of Massachusetts (U. Mass) and licensed to Advanced Cell Technology, Inc. (ACT)
of Worcester, Massachusetts. We requested these interferences in order to clarify our patent rights to this
technology and to facilitate licensing to companies wishing to utilize this technology in animal cloning. The Board
of Patent Appeals and Interferences issued final judgments in each of these cases, finding in both instances that
all of the claims in the U. Mass patents in question were unpatentable, and upholding the patentability of Geron�s
pending claims. These judgments were appealed by U. Mass and ACT, but the appeals have now been dismissed
as part of a settlement agreement, resulting in invalidation of the U. Mass patents.

Outside of the United States, certain jurisdictions, such as Europe, New Zealand and Australia, permit
oppositions to be filed against the granting of patents. Because our intent is to commercialize products
internationally, securing both proprietary protection and freedom to operate outside of the United States is
important to our business. We are involved in both opposing the grant of patents to others through such
opposition proceedings and in defending our patent applications against oppositions filed by others. For example,
we have recently been involved in two patent oppositions before the European Patent Office (EPO) with a Danish
company, Pharmexa. Pharmexa (which acquired the Norwegian company GemVax in 2005) is developing a cancer
vaccine that employs a short telomerase peptide to induce an immune response against telomerase and is
conducting a Phase III clinical trial. Pharmexa obtained a European patent with broad claims to the use of
telomerase vaccines for the treatment of cancer, and Geron opposed that patent in 2004. In 2005, the Opposition
Division (OD) of the EPO revoked the claims originally granted to Pharmexa, but permitted Pharmexa to add new,
narrower claims limited to five specific small peptide fragments of telomerase. The decision was appealed to the
Technical Board of Appeals (TBA). In August 2007, the TBA ruled, consistent with the decision of the OD, that
Pharmexa was not entitled to the originally granted broad claims but was only entitled to the narrow claims
limited to the five small peptides.
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In parallel, Pharmexa opposed a European patent held by Geron, the claims of which cover many facets of
human telomerase, including the use of telomerase peptides in cancer vaccines. In June 2006, the OD of the EPO
revoked three of the granted claims in Geron�s patent, specifically the three claims covering telomerase peptide
cancer vaccines. We have appealed that decision to the TBA, and that appeal is still pending. Because this appeal
is ongoing, the outcome cannot be determined at this time. We are also seeking to obtain patent coverage in
Europe for telomerase peptides through a European divisional patent application. If those patent claims are
issued, they too may be subject to an opposition proceeding.

European opposition and appeal proceedings can take several years to reach final decision. The oppositions
discussed above reflect the complexity of the patent landscape in which we operate, and illustrate the risks and
uncertainties. We are also currently involved in other patent opposition proceedings in Europe and Australia.

Patent opposition proceedings are not currently available in the U.S. patent system, but legislation has been
proposed to introduce them. However, issued U.S. patents can be reexamined by the Patent Office at the request
of a third party. Patents owned or licensed by Geron may therefore be subject to reexamination. As in any legal
proceeding, the outcome of patent reexaminations is uncertain, and a decision adverse to our interests could
result in the loss of valuable patent rights.

In July 2006, requests were filed on behalf of the Foundation for Taxpayer and Consumer Rights (now
renamed as �Consumer Watchdog�) for reexamination of three issued U.S. patents owned by the Wisconsin Alumni
Research Foundation (WARF) and relating to human embryonic stem cells. These three patents (U.S. Patent Nos.
5,843,780, 6,200,806 and 7,029,913) are licensed to Geron pursuant to a January 2002 license agreement with
WARF. The license agreement conveys exclusive rights to Geron under the WARF patents for the development
and commercialization of therapeutics based on neural cells, cardiomyocytes and pancreatic islet cells, derived
from human embryonic stem cells, as well as nonexclusive rights for other product opportunities. In October
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2006, the Patent Office initiated the reexamination proceedings. After initially rejecting the patent claims, the
Patent Office recently issued decisions in all three cases upholding the patentability of the claims. The decisions
to uphold the 5,843,780 and 6,200,806 patents are final and not subject to further appeal. Consumer Watchdog
has filed a notice of appeal against the decision on the 7,029,913 patent. We cooperated with WARF in these
reexamination actions and expect that WARF will continue to vigorously defend its patent position in this appeal.
While the decisions in these reexamination proceedings to date have all been favorable to our patent position, the
outcome of the appeal or of any future reexamination proceedings cannot be determined at this time. Reduction
or loss of claim scope in these WARF embryonic stem cell patents would negatively impact Geron�s proprietary
position in this technology.

 Successful challenges to our patents through interferences, oppositions or reexamination proceedings could
result in a loss of patent rights in the relevant jurisdiction(s). If we are unsuccessful in actions we bring against
the patents of other parties, we may be subject to litigation, or otherwise prevented from commercializing
potential products in the relevant jurisdiction, or may be required to obtain licenses to those patents or develop
or obtain alternative technologies, any of which could harm our business. Furthermore, if such challenges to our
patent rights are not resolved promptly in our favor, our existing business relationships may be jeopardized and
we could be delayed or prevented from entering into new collaborations or from commercializing certain
products, which could materially harm our business.
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If we fail to meet our obligations under license agreements, we may lose our rights to key technologies
on which our business depends.

Our business depends on several critical technologies that are based in part on patents licensed from third
parties. Those third-party license agreements impose obligations on us, such as payment obligations and
obligations to diligently pursue development of commercial products under the licensed patents. If a licensor
believes that we have failed to meet our obligations under a license agreement, the licensor could seek to limit or
terminate our license rights, which could lead to costly and time-consuming litigation and, potentially, a loss of
the licensed rights. During the period of any such litigation our ability to carry out the development and
commercialization of potential products could be significantly and negatively affected. If our license rights were
restricted or ultimately lost, our ability to continue our business based on the affected technology platform would
be severely adversely affected.

We may be subject to litigation that will be costly to defend or pursue and uncertain in its outcome.

Our business may bring us into conflict with our licensees, licensors, or others with whom we have contractual
or other business relationships, or with our competitors or others whose interests differ from ours. If we are
unable to resolve those conflicts on terms that are satisfactory to all parties, we may become involved in litigation
brought by or against us. That litigation is likely to be expensive and may require a significant amount of
management�s time and attention, at the expense of other aspects of our business. The outcome of litigation is
always uncertain, and in some cases could include judgments against us that require us to pay damages, enjoin
us from certain activities, or otherwise affect our legal or contractual rights, which could have a significant
adverse effect on our business.

Patent litigation may also be necessary to enforce patents issued or licensed to us or to determine the scope
and validity of our proprietary rights or the proprietary rights of others. We may not be successful in any patent
litigation. Patent litigation can be extremely expensive and time-consuming, even if the outcome is favorable to
us. An adverse outcome in a patent litigation, patent opposition, patent interference, or any other proceeding in a
court or patent office could subject our business to significant liabilities to other parties, require disputed rights
to be licensed from other parties or require us to cease using the disputed technology, any of which could
severely harm our business.

We may be subject to infringement claims that are costly to defend, and which may limit our ability to
use disputed technologies and prevent us from pursuing research and development or
commercialization of potential products.
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Our commercial success depends significantly on our ability to operate without infringing patents and the
proprietary rights of others. Our technologies may infringe the patents or proprietary rights of others. In
addition, we may become aware of discoveries and technology controlled by third parties that are advantageous
to our programs. In the event our technologies infringe the rights of others or we require the use of discoveries
and technology controlled by third parties, we may be prevented from pursuing research, development or
commercialization of potential products or may be required to obtain licenses to those patents or other
proprietary rights or develop or obtain alternative technologies. We have obtained licenses from several
universities and companies for technologies that we anticipate incorporating into our potential products, and we
initiate negotiation for licenses to other technologies as the need or opportunity arises. We may not be able to
obtain a license to patented technology on commercially favorable terms, or at all. If we do not obtain a necessary
license, we may need to redesign our technologies or obtain rights to alternate technologies, the research and
adoption of which could cause delays in product development. In cases where we are unable to license necessary
technologies, we could be prevented from developing certain potential products. Our failure to obtain alternative
technologies or a license to any technology that we may require to research, develop or commercialize our
product candidates would significantly and negatively affect our business.
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Much of the information and know-how that is critical to our business is not patentable and we may
not be able to prevent others from obtaining this information and establishing competitive enterprises.

We sometimes rely on trade secrets to protect our proprietary technology, especially in circumstances in
which we believe patent protection is not appropriate or available. We attempt to protect our proprietary
technology in part by confidentiality agreements with our employees, consultants, collaborators and contractors.
We cannot assure you that these agreements will not be breached, that we would have adequate remedies for any
breach, or that our trade secrets will not otherwise become known or be independently discovered by
competitors, any of which would harm our business significantly.

RISKS RELATED TO OUR RELATIONSHIPS WITH THIRD PARTIES

We depend on other parties to help us develop, manufacture and test our product candidates, and our
ability to develop and commercialize potential products may be impaired or delayed if collaborations
are unsuccessful.

Our strategy for the development, clinical testing and commercialization of our product candidates requires
that we enter into collaborations with corporate partners, licensors, licensees and others. We are dependent upon
the subsequent success of these other parties in performing their respective responsibilities and the continued
cooperation of our partners. By way of examples: Merck is developing cancer vaccines targeted to telomerase
other than the dendritic cell-based vaccines that we are developing; Cell Genesys is developing oncolytic virus
therapeutics utilizing the telomerase promoter; and Sienna is developing cancer diagnostics using our telomerase
technology. Our collaborators may not cooperate with us or perform their obligations under our agreements with
them. We cannot control the amount and timing of our collaborators� resources that will be devoted to activities
related to our collaborative agreements with them. Our collaborators may choose to pursue existing or
alternative technologies in preference to those being developed in collaboration with us.

Under agreements with other parties, we may rely significantly on them to, among other activities:

conduct research and development activities in conjunction with us;• 
design and conduct advanced clinical trials in the event that we reach clinical trials;• 
fund research and development activities with us;• 
manage and license certain patent rights;• 
pay us fees upon the achievement of milestones; and• 
market with us any commercial products that result from our collaborations.• 

The development and commercialization of potential products will be delayed if collaborators or other partners
fail to conduct these activities in a timely manner or at all. In addition, our collaborators could terminate their
agreements with us and we may not receive any development or milestone payments. If we do not achieve
milestones set forth in the agreements, or if our collaborators breach or terminate their collaborative agreements
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with us, our business may be materially harmed.

We also rely on other companies for certain process development, manufacturing or other technical scientific
work, especially with respect to our GRN163L, GRNVAC1 and GRNOPC1 programs. We have contracts with these
companies that specify the work to be done and results to be achieved, but we do not have direct control over
their personnel or operations. If these companies do not perform the work which they were assigned, our ability
to develop or manufacture our product candidates could be significantly harmed.
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Our reliance on the activities of our non-employee consultants, research institutions, and scientific
contractors, whose activities are not wholly within our control, may lead to delays in development of
our product candidates.

We rely extensively upon and have relationships with scientific consultants at academic and other institutions,
some of whom conduct research at our request, and other consultants who assist us in formulating our research
and development and clinical strategy or other matters. These consultants are not our employees and may have
commitments to, or consulting or advisory contracts with, other entities that may limit their availability to us. We
have limited control over the activities of these consultants and, except as otherwise required by our
collaboration and consulting agreements, can expect only limited amounts of their time to be dedicated to our
activities.

In addition, we have formed research collaborations with many academic and other research institutions
throughout the world. These research facilities may have commitments to other commercial and non-commercial
entities. We have limited control over the operations of these laboratories and can expect only limited amounts of
their time to be dedicated to our research goals.

If any of these third parties are unable or refuse to contribute to projects on which we need their help, our
ability to generate advances in our technologies and develop our product candidates could be significantly
harmed.

RISKS RELATED TO COMPETITIVE FACTORS

The loss of key personnel could slow our ability to conduct research and develop product candidates.

Our future success depends to a significant extent on the skills, experience and efforts of our executive
officers and key members of our scientific staff. We face intense competition for qualified individuals from
numerous pharmaceutical, biopharmaceutical and biotechnology companies, as well as academic and other
research institutions. We may be unable to retain our current personnel or attract or assimilate other highly
qualified management and scientific personnel in the future on acceptable terms. The loss of any or all of these
individuals could harm our business and might significantly delay or prevent the achievement of research,
development or business objectives.

Our products are likely to be expensive to manufacture, and they may not be profitable if we are
unable to significantly reduce the costs to manufacture them.

Our telomerase inhibitor compound, GRN163L, and our hESC-based products are likely to be more expensive
to manufacture than most other drugs currently on the market today. Oligonucleotides are relatively large
molecules with complex chemistry, and the cost of manufacturing an oligonucleotide like GRN163L is greater
than the cost of making most small-molecule drugs. Our present manufacturing processes are conducted at a
small scale and are at an early stage of development. We hope to substantially reduce manufacturing costs
through process improvements, as well as through scale increases. If we are not able to do so, however, and,
depending on the pricing of the potential product, the profit margin on the telomerase inhibitor may be
significantly less than that of most drugs on the market today. Similarly, we currently make differentiated cells
from hESCs on a laboratory scale, at a high cost per unit measure. The cell-based therapies we are developing
based on hESCs will probably require large quantities of cells. We continue to develop processes to scale up
production of the cells in a cost-effective way. We may not be able to charge a high enough price for any cell
therapy product we develop, even if it is safe and effective, to make a profit. If we are unable to realize significant
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profits from our potential product candidates, our business would be materially harmed.
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Some of our competitors may develop technologies that are superior to or more cost-effective than
ours, which may impact the commercial viability of our technologies and which may significantly
damage our ability to sustain operations.

The pharmaceutical and biotechnology industries are intensely competitive. Other pharmaceutical and
biotechnology companies and research organizations currently engage in or have in the past engaged in efforts
related to the biological mechanisms that are the focus of our programs in oncology and human embryonic stem
cell therapies, including the study of telomeres, telomerase, human embryonic stem cells, and nuclear transfer. In
addition, other products and therapies that could compete directly with the product candidates that we are
seeking to develop and market currently exist or are being developed by pharmaceutical and biopharmaceutical
companies and by academic and other research organizations.

Many companies are developing alternative therapies to treat cancer and, in this regard, are competitors of
ours. According to public data from the FDA and NIH, there are more than 200 approved anti-cancer products on
the market in the United States, and several thousand in clinical development. Many of the pharmaceutical
companies developing and marketing these competing products (including GlaxoSmithKline, Bristol-Myers
Squibb Company and Novartis AG, among others) have significantly greater financial resources and expertise
than we do in:

research and development;• 
manufacturing;• 
preclinical and clinical testing;• 
obtaining regulatory approvals; and• 
marketing and distribution.• 

Smaller companies may also prove to be significant competitors, particularly through collaborative
arrangements with large and established companies. Academic institutions, government agencies and other
public and private research organizations may also conduct research, seek patent protection and establish
collaborative arrangements for research, clinical development and marketing of products similar to ours. These
companies and institutions compete with us in recruiting and retaining qualified scientific and management
personnel as well as in acquiring technologies complementary to our programs.

In addition to the above factors, we expect to face competition in the following areas:

product efficacy and safety;• 
the timing and scope of regulatory consents;• 
availability of resources;• 
reimbursement coverage;• 
price; and• 
patent position, including potentially dominant patent positions of others.• 

As a result of the foregoing, our competitors may develop more effective or more affordable products, or
achieve earlier patent protection or product commercialization than we do. Most significantly, competitive
products may render any product candidates that we develop obsolete, which would negatively impact our
business and ability to sustain operations.
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To be successful, our product candidates must be accepted by the health care community, which can
be very slow to adopt or unreceptive to new technologies and products.

Our product candidates and those developed by our collaborators, if approved for marketing, may not achieve
market acceptance since hospitals, physicians, patients or the medical community in general may decide not to
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accept and utilize these products. The product candidates that we are attempting to develop represent
substantial departures from established treatment methods and will compete with a number of conventional
drugs and therapies manufactured and marketed by major pharmaceutical companies. The degree of market
acceptance of any of our developed potential products will depend on a number of factors, including:

our establishment and demonstration to the medical community of the clinical efficacy and safety of our
product candidates;

• 

our ability to create products that are superior to alternatives currently on the market;• 
our ability to establish in the medical community the potential advantage of our treatments over
alternative treatment methods; and

• 

reimbursement policies of government and third-party payors.• 

If the health care community does not accept our potential products for any of the foregoing reasons, or for
any other reason, our business would be materially harmed.

If we fail to obtain acceptable prices or adequate reimbursement for our product candidates, the use of
our potential products could be severely limited.

Our ability to successfully commercialize our product candidates will depend significantly on our ability to
obtain acceptable prices and the availability of reimbursement to the patient from third-party payors. Significant
uncertainty exists as to the reimbursement status of newly-approved health care products, including
pharmaceuticals. If our potential products are not considered cost-effective or if we fail to generate adequate
third-party reimbursement for the users of our potential products and treatments, then we may be unable to
maintain price levels sufficient to realize an appropriate return on our investment for potential products currently
in development.

In both U.S. and other markets, sales of our potential products, if any, will depend in part on the availability of
reimbursement from third-party payors, examples of which include:

government health administration authorities;• 
private health insurers;• 
health maintenance organizations; and• 
pharmacy benefit management companies.• 

Both federal and state governments in the United States and governments in other countries continue to
propose and pass legislation designed to contain or reduce the cost of health care. Legislation and regulations
affecting the pricing of pharmaceuticals and other medical products may be adopted before any of our potential
products are approved for marketing. Cost control initiatives could decrease the price that we receive for any
product candidate we may develop in the future. In addition, third-party payors are increasingly challenging the
price and cost-effectiveness of medical products and services and any of our potential products may ultimately
not be considered cost-effective by these third parties. Any of these initiatives or developments could materially
harm our business.
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RISKS RELATED TO ENVIRONMENTAL AND PRODUCT LIABILITY

Our activities involve hazardous materials, and improper handling of these materials by our employees
or agents could expose us to significant legal and financial penalties.

Our research and development activities involve the controlled use of hazardous materials, chemicals and
various radioactive compounds. As a consequence, we are subject to numerous environmental and safety laws
and regulations, including those governing laboratory procedures, exposure to blood-borne pathogens and the
handling of biohazardous materials. We may be required to incur significant costs to comply with current or
future environmental laws and regulations and may be adversely affected by the cost of compliance with these
laws and regulations.
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Although we believe that our safety procedures for using, handling, storing and disposing of hazardous
materials comply with the standards prescribed by state and federal regulations, the risk of accidental
contamination or injury from these materials cannot be eliminated. In the event of such an accident, state or
federal authorities could curtail our use of these materials and we could be liable for any civil damages that
result, the cost of which could be substantial. Further, any failure by us to control the use, disposal, removal or
storage, or to adequately restrict the discharge, or assist in the clean up, of hazardous chemicals or hazardous,
infectious or toxic substances could subject us to significant liabilities, including joint and several liability under
certain statutes. Any such liability could exceed our resources and could have a material adverse effect on our
business, financial condition and results of operations. Additionally, an accident could damage our research and
manufacturing facilities and operations.

Additional federal, state and local laws and regulations affecting us may be adopted in the future. We may
incur substantial costs to comply with these laws and regulations and substantial fines or penalties if we violate
any of these laws or regulations, which would adversely affect our business.

We may not be able to obtain or maintain sufficient insurance on commercially reasonable terms or
with adequate coverage against potential liabilities in order to protect ourselves against product
liability claims.

Our business exposes us to potential product liability risks that are inherent in the testing, manufacturing and
marketing of human therapeutic and diagnostic products. We may become subject to product liability claims if
the use of our potential products is alleged to have injured subjects or patients. This risk exists for product
candidates tested in human clinical trials as well as potential products that are sold commercially. We currently
have limited clinical trial liability insurance and we may not be able to maintain this type of insurance for any of
our clinical trials. In addition, product liability insurance is becoming increasingly expensive. Being unable to
obtain or maintain product liability insurance in the future on acceptable terms or with adequate coverage
against potential liabilities could have a material adverse effect on our business.

RISKS RELATED TO OUR COMMON STOCK AND FINANCIAL REPORTING

Our stock price has historically been very volatile.

Stock prices and trading volumes for many biopharmaceutical companies fluctuate widely for a number of
reasons, including factors which may be unrelated to their businesses or results of operations such as media
coverage, legislative and regulatory measures and the activities of various interest groups or organizations. This
market volatility, as well as general domestic or international economic, market and political conditions, could
materially and adversely affect the market price of our common stock and the return on your investment.

Historically, our stock price has been extremely volatile. Between January 1998 and September 2008, our
stock has traded as high as $75.88 per share and as low as $1.41 per share. Between January 1, 2003 and
September 30, 2008, the price has ranged between a high of $16.80 per share and a low of $1.41 per share. The
significant market price fluctuations of our common stock are due to a variety of factors, including:
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the demand in the market for our common stock;• 
the experimental nature of our product candidates;• 
fluctuations in our operating results;• 
market conditions relating to the biopharmaceutical and pharmaceutical industries;• 
announcements of technological innovations, new commercial products, or clinical progress or lack
thereof by us, our collaborative partners or our competitors;

• 

announcements concerning regulatory developments, developments with respect to proprietary rights
and our collaborations;

• 

comments by securities analysts;• 
general market conditions;• 
political developments related to human embryonic stem cell research;• 
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public concern with respect to our product candidates; or• 
the issuance of common stock to partners, vendors or to investors to raise additional capital.• 

In addition, the stock market is subject to other factors outside our control that can cause extreme price and
volume fluctuations. Securities class action litigation has often been brought against companies, including many
biotechnology companies, which experience volatility in the market price of their securities. Litigation brought
against us could result in substantial costs and a diversion of management�s attention and resources, which could
adversely affect our business.

The sale of a substantial number of shares may adversely affect the market price for our common
stock.

Sale of a substantial number of shares of our common stock in the public market, or the perception that such
sales could occur, could significantly and negatively affect the market price for our common stock. As of
September 30, 2008, we had 200,000,000 shares of common stock authorized for issuance and 78,873,601 shares
of common stock outstanding. In addition, as of September 30, 2008, we have reserved for future issuance
approximately 27,753,065 shares of common stock for our stock plans, potential milestone payments and
outstanding warrants.

In addition, we have issued common stock to certain parties, such as vendors and service providers, as
payment for products and services. Under these arrangements, we typically agree to register the shares for
resale soon after their issuance. We may continue to pay for certain goods and services in this manner, which
would dilute your interest in us. Also, sales of the shares issued in this manner could negatively affect the market
price of our stock.

Our undesignated preferred stock may inhibit potential acquisition bids; this may adversely affect the
market price for our common stock and the voting rights of holders of our common stock.

Our certificate of incorporation provides our Board of Directors with the authority to issue up to 3,000,000
shares of undesignated preferred stock and to determine the rights, preferences, privileges and restrictions of
these shares without further vote or action by our stockholders. As of the date of this 10-Q, 50,000 shares of
preferred stock have been designated Series A Junior Participating Preferred Stock and the Board of Directors
still has authority to designate and issue up to 2,950,000 shares of preferred stock. The issuance of shares of
preferred stock may delay or prevent a change in control transaction without further action by our stockholders.
As a result, the market price of our common stock may be adversely affected.
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In addition, if we issue preferred stock in the future that has preference over our common stock with respect
to the payment of dividends or upon our liquidation, dissolution or winding up, or if we issue preferred stock with
voting rights that dilute the voting power of our common stock, the rights of holders of our common stock or the
market price of our common stock could be adversely affected.

Provisions in our share purchase rights plan, charter and bylaws, and provisions of Delaware law, may
inhibit potential acquisition bids for us, which may prevent holders of our common stock from
benefiting from what they believe may be the positive aspects of acquisitions and takeovers.

Our Board of Directors has adopted a share purchase rights plan, commonly referred to as a �poison pill.� This
plan entitles existing stockholders to rights, including the right to purchase shares of common stock, in the event
of an acquisition of 15% or more of our outstanding common stock.

Our share purchase rights plan could prevent stockholders from profiting from an increase in the market value
of their shares as a result of a change of control of us by delaying or preventing a change of control. In addition,
our Board of Directors has the authority, without further action by our stockholders, to issue additional shares of
common stock, and to fix the rights and preferences of one or more series of preferred stock.
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In addition to our share purchase rights plan and the undesignated preferred stock, provisions of our charter
documents and bylaws may make it substantially more difficult for a third party to acquire control of us and may
prevent changes in our management, including provisions that:

prevent stockholders from taking actions by written consent;• 
divide the Board of Directors into separate classes with terms of office that are structured to prevent all
of the directors from being elected in any one year; and

• 

set forth procedures for nominating directors and submitting proposals for consideration at stockholders�
meetings.

• 

Provisions of Delaware law may also inhibit potential acquisition bids for us or prevent us from engaging in
business combinations. In addition, we have severance agreements with several employees and a change of
control severance plan which could require an acquiror to pay a higher price. Either collectively or individually,
these provisions may prevent holders of our common stock from benefiting from what they may believe are the
positive aspects of acquisitions and takeovers, including the potential realization of a higher rate of return on
their investment from these types of transactions.

We do not intend to pay cash dividends on our common stock in the foreseeable future.

We do not anticipate paying cash dividends on our common stock in the foreseeable future. Any payment of
cash dividends will depend upon our financial condition, results of operations, capital requirements and other
factors and will be at the discretion of the Board of Directors. Furthermore, we may incur additional indebtedness
that may severely restrict or prohibit the payment of dividends.

Failure to achieve and maintain effective internal controls in accordance with Section 404 of the
Sarbanes-Oxley Act of 2002 could have a material adverse effect on our business and stock price.

Section 404 of the Sarbanes-Oxley Act of 2002 (the Sarbanes-Oxley Act) requires that we establish and
maintain an adequate internal control structure and procedures for financial reporting and include a report of
management on our internal control over financial reporting. Our annual report on Form 10-K must contain an
assessment by management of the effectiveness of our internal control over financial reporting and must include
disclosure of any material weaknesses in internal control over financial reporting that we have identified. In
addition, our independent registered public accounting firm must annually provide an opinion on the
effectiveness of our internal control over financial reporting.
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The requirements of Section 404 of the Sarbanes-Oxley Act are ongoing and also apply to future years. We
expect that our internal control over financial reporting will continue to evolve as our business develops.
Although we are committed to continue to improve our internal control processes and we will continue to
diligently and vigorously review our internal control over financial reporting in order to ensure compliance with
Section 404 requirements, any control system, regardless of how well designed, operated and evaluated, can
provide only reasonable, not absolute, assurance that its objectives will be met. Therefore, we cannot be certain
that in the future material weaknesses or significant deficiencies will not exist or otherwise be discovered. If
material weaknesses or other significant deficiencies occur, these weaknesses or deficiencies could result in
misstatements of our results of operations, restatements of our consolidated financial statements, a decline in our
stock price, or other material adverse effects on our business, reputation, results of operations, financial
condition or liquidity.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

On August 14, 2008, we issued 226,062 shares of our common stock to MPI Research, Inc. (MPI) in a private
placement as advance consideration under Amendment No.3 to a Master Agreement pursuant to which MPI has
provided and will continue to provide certain preclinical services in support of our programs. The total fair value
of the common stock was $1,038,000, which has been recorded as a prepaid asset and is being amortized to
research and development expense on a pro-rata basis as services are performed. As of September 30, 2008,
$361,000 remained as a prepaid asset which is expected to be expensed over the next three months.
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We issued the above-described shares of common stock in reliance upon the exemption from registration
provided by Section 4(2) of the Securities Act of 1933, as amended. MPI represented to us that they are
accredited investors as defined in Rule 501(a) of the Securities Act of 1933, as amended, and that the securities
issued pursuant thereto were being acquired for investment purposes.

Purchases of Equity Securities by the Issuer and Affiliated Purchasers

None

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None

ITEM 5. OTHER INFORMATION

None
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ITEM 6. EXHIBITS

Exhibit
  Number Description

4.1 Convertible Promissory Note, between Geron Corporation and
ViaGen, Inc., dated September 3, 2008.

10.1 Loan Agreement, between Geron Corporation and ViaGen, Inc.,
dated September 3, 2008.

31.1 Certification of Chief Executive Officer pursuant to Form of Rule
13a-14(a) and 15d-14(a), as Adopted Pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002, dated October 31, 2008.

31.2 Certification of Chief Financial Officer pursuant to Form of Rule
13a-14(a) and 15d-14(a), as Adopted Pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002, dated October 31, 2008.

32.1 Certification of Chief Executive Officer pursuant to 18 U.S.C.
Section 1350, as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, dated October 31, 2008.

32.2 Certification of Chief Financial Officer pursuant to 18 U.S.C.
Section 1350, as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, dated October 31, 2008.

SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this
Report to be signed on its behalf by the undersigned, thereunto duly authorized.

GERON CORPORATION

Edgar Filing: GOLDMAN SACHS GROUP INC - Form 424B2

55



By: /s/ DAVID L.
GREENWOOD

David L. Greenwood
Executive Vice President and Chief
Financial Officer (Duly Authorized

Date: October 31, 2008 Signatory)
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4.1 Convertible Promissory Note, between Geron Corporation and
ViaGen, Inc., dated September 3, 2008.

10.1 Loan Agreement, between Geron Corporation and ViaGen, Inc.,
dated September 3, 2008.

31.1 Certification of Chief Executive Officer pursuant to Form of Rule
13a-14(a) and 15d-14(a), as Adopted Pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002, dated October 31, 2008.

31.2 Certification of Chief Financial Officer pursuant to Form of Rule
13a-14(a) and 15d-14(a), as Adopted Pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002, dated October 31, 2008.

32.1 Certification of Chief Executive Officer pursuant to 18 U.S.C.
Section 1350, as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, dated October 31, 2008.

32.2 Certification of Chief Financial Officer pursuant to 18 U.S.C.
Section 1350, as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, dated October 31, 2008.
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