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the Registrant under any of the following provisions (See General Instruction A.2 below):

¨ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

¨ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
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ITEM 1.01 Entry into a Material Definitive Agreement

Effective March 31, 2005, Arbios Systems, Inc. (the “Company”) entered into an employment agreement with Amy
Factor pursuant to which Ms. Factor was appointed as the interim Chief Executive Officer of the Company. Under the
agreement, Ms. Factor will be the Chief Executive Officer of the Company until a permanent Chief Executive Officer
is hired by the Company. The employment agreement is terminable by either Ms. Factor or the Company at any time
upon 30 day’s prior written notice. The Company agreed to pay Ms. Factor a base salary at a monthly rate of $25,000
(which is equivalent to $300,000 on an annualized basis) and to issue to Ms. Factor five-year non-qualified stock
options to purchase an aggregate of 200,000 shares of the Company’s common stock. The options are exercisable at
$1.65 per share (the closing market price of the Company’s common stock on March 31, 2005). Options to purchase
80,000 shares vested on March 31, 2005, and the options for the remaining 120,000 shares will vest in monthly
installments of 6,000 shares commencing on April 1, 2005. The vesting of these options will be accelerated to be
immediately and fully (100%) vested when the Company hires a permanent Chief Executive Officer. If Ms. Factor
terminates the employment agreement for any reason other than a breach by the Company, or if the Company
terminates the agreement “for cause” (as defined in the agreement) before all of the remaining 120,000 options have
vested, all unvested options will be forfeited. If the Company terminates the employment agreement for any reason
other than cause, the options will thereupon immediately and fully (100%) vest.

The press release announcing to the appointment of Amy Factor as the Company’s interim Chief Executive Officer
is furnished as an exhibit to this Current Report on Form 8-K.

ITEM 5.02 Departure of Directors or Principal Officers; Election of Directors; Appointment of Principal
Officers.

Effective March 31, 2005, Thomas C. Seoh was appointed to the Board of Directors of the Company. Pursuant to the
Company’s recently adopted compensation policies, Mr. Seoh was granted a seven-year non-qualified stock option to
purchase an aggregate of 30,000 shares of the Company’s common stock. The options are exercisable at $1.65 per
share (the closing market price of the Company’s common stock on March 31, 2005). Options to purchase 15,000
shares vested on March 31, 2005, and the options for the remaining 15,000 shares will vest on March 31, 2006. The
press release announcing to the appointment of Mr. Seoh to the Company’s Board of Directors is furnished as an
exhibit to this Current Report on Form 8-K.

Concurrently with engaging Ms. Factor as the Company’s interim Chief Executive Officer, on March 31, 2005 Ms.
Factor also was appointed to the Company’s Board of Directors.

ITEM 9.01 Financial Statements and Exhibits.

(c)
Exhibits.

Exhibit
No.

Description

99.1 Press Release dated April 5, 2005 announcing to the appointment of Amy
Factor as the Company’s interim Chief Executive Officer

99.2 Press Release dated April 6, 2005 announcing to the appointment of Mr.
Seoh to the Company’s Board of Directors
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SIGNATURES

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 hereunto duly authorized.

ARBIOS SYSTEMS, INC.

Date: April 6, 2005 By:  /s/ AMY FACTOR

Amy Factor, Chief Executive Officer
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EXHIBIT INDEX

Exhibit
No.

Description

99.1 Press Release dated April 5, 2005 announcing to the appointment of Amy
Factor as the Company’s interim Chief Executive Officer

99.2 Press Release dated April 6, 2005 announcing to the appointment of Mr.
Seoh to the Company’s Board of Directors
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