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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(Mark One)
3] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2012

Or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number: 000-50797

MOMENTA PHARMACEUTICALS, INC.

(Exact name of registrant as specified in its arart

Delaware 04-3561634
(State or other jurisdiction of (I.LR.S. Employer Identification No.)
incorporation or organizatioi

675 West Kendall Street, Cambridge, Massachusett®042
(Address of principal executive offices) (zip code)

Registrant's telephone number, including area q@de?) 491-9700

Securities registered pursuant to Section 12(hefAct:

Title of each class Name of each exchange on which registert

Common Stock, $0.0001 par val NASDAQ Global Marke'

Securities registered pursuant to Section 12(ghe”ct:None
Indicate by check mark if registrant iwell-known seasoned issuer, as defined in Rulecf@e Securities Act. Ye&l No
Indicate by check mark if the registranhot required to file reports pursuant to Sectidror Section 15(d) of the Act. Yed No

Indicate by check mark whether the regidt(1) has filed all reports required to be filgdSection 13 or 15(d) of the Securities Exche
Act of 1934 during the preceding 12 months (ordiach shorter period that the registrant was reduodile such reports), and (2) has been
subject to such filing requirements for the pastiags. Yeskxl No O

Indicate by check mark whether the regidthas submitted electronically and posted ocdtporate Web site, if any, every Interactive
Data File required to be submitted and posted @untsio Rule 405 of Regulation S-T (8 232.405 of tthapter) during the preceding
12 months (or for such shorter period that thestegit was required to submit and post such filés}. No O

Indicate by check mark if disclosure ofiaiguent filers pursuant to Item 405 of RegulatiK is not contained herein, and will not be
contained, to the best of registrant's knowledgeleffinitive proxy or information statements incorated by reference in Part Ill of tf



Form 10-K or any amendment to this Form 104K.

Indicate by check mark whether the regidtis a large accelerated filer, an accelerated & non-accelerated filer, or a smaller repgrtin
company. See definitions of "large accelerated,filaccelerated filer" and "smaller reporting camp” in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated fildxl Accelerated fileid Non-accelerated fildd Smaller reporting compariy
(Do not check if a smaller reporting compa

Indicate by check mark whether the regitis a shell company (as defined in Rule 12b-thefExchange Act). Yefl No

The aggregate market value of the regisgaoting shares of Common Stock held by noriatiis of the registrant on June 29, 2012,
based on $13.47 per share, the last reported seéeqd Common Stock on the Nasdaq Global Markethai date, was $675,553,528.

As of February 15, 2013, the registramt 54,746,255 shares of Common Stock outstanding.
DOCUMENTS INCORPORATED BY REFERENCE:

Portions of the information required bytRH of Form 10-K will appear in the registrantgfinitive Proxy Statement on Schedule 14A
for the 2013 Annual Meeting of Stockholders andhareby incorporated by reference into this report.
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Satements contained or incorporated by reference in this Annual Report on Form 10-K that are not based on historical fact are "forward-
looking statements" within the meaning of the Private Securities Litigation Reform Act of 1995, Section 27A of the Securities Act of 1933, as
amended, and Section 21E of the Exchange Act. These forward-looking statements regarding future events and our future results are based on
current expectations, estimates, forecasts, projections, intentions, goals, strategies, plans, prospects and the beliefs and assumptions of our
management including, without limitation, our expectations regarding results of operations, general and administrative expenses, research and
devel opment expenses, current and future development and manufacturing efforts, regulatory filings, clinical trial results and the sufficiency of
our cash for future operations. Forward-looking statements can be identified by terminology such as "anticipate,” "believe," "could," "could
increase the likelihood," "hope," "target,” "project,” "goals," "potential," "predict,” "might," "estimate,” " " "

expect,” "intend," "is planned," "may,"
"should,” "will," "will enable," "would be expected," "look forward," "may provide," "would" or similar terms, variations of such terms or the
negative of those terms.

We cannot assure investors that our assumptions and expectations will prove to have been correct. Important factors could cause our
actual resultsto differ materially fromthose indicated or implied by forward-looking statements. Such factors that could cause or contribute to
such differences include those factor s discussed below under Part | Item 1A "Risk Factors". We undertake no intention or obligation to update
or revise any forward-looking statements, whether as a result of new information, future events or otherwise.

PART |

ltem 1. BUSINESS

The Company

We are a biotechnology company specialiinipe structural characterization, process ergging and biologic systems analysis of
complex molecules such as polysaccharides, poligeptand biologics (including proteins and antibel Our initial technology was built on
the ability to characterize complex polysaccharid®#er the last decade, we have expanded our ésgarto technologies that enable us to
develop a diversified product portfolio of complgenerics, biosimilars and novel products. Our bessrstrategy has been to develop both
generic and novel products, and we are working wdtfaborators to develop and commercialize ourgemgenerics and biosimilars. This
strategy was validated by the marketing approvdl@mmercial launch of Enoxaparin Sodium Injectigeneric version of Lovenox®, in
July 2010. Since its launch through December 3122@e have recorded Enoxaparin Sodium Injectiadlpet revenues of approximately
$422 million, driven primarily by its initial stastas a sole generic. We believe that our sciem#fiabilities, engineering approaches,
intellectual property and regulatory strategies synergistic business model position us to devalmbcommercialize competitively
differentiated products in our target areas of dempgenerics, biosimilars and novel products.

Our Approach

Our goal is to understand multi-dimensiar@hplex mixtures and biological networks in orttecreate well-controlled manufacturing
processes for products and unique approachesgetitag system biologies. We believe this provides @eompetitive advantage in developing
complex generics, biosimilars and novel products.

The first step in our approach is to gadetailed understanding of the complex system westrdying. To do this, we deconstruct
complex mixtures and biological networks and deftreekey attributes that can uniquely and unamhiglyocharacterize relevant properties
about the system. Key elements include use ofiegisind proprietary analytical technologies to mieashe key attributes to
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ensure thorough and sufficient characterization,afgeagents, enzymes, labeling agents and aibks to specifically and precisely underst
and modify structural attributes of complex prodcandidates, and use of bioinformatics approadiassupport the choice of analytics and
enable predictive modeling of complex systems #isa#n the characterization process.

The second step in our approach is toheseharacterization information we have generatazhgineer a well-controlled manufacturing
process in order to ensure that we can reliablgywe complex mixture products. Key elements of phiecess include mapping the elements ¢
the system in which these products function totfa@ufacturing process, which includes definingstiacture-process relationships and
development of process controls derived from oaratterization analytics.

The third step in our approach is to apply tools to biological systems. Most obserueditro andin-vivo biological activity is a result ¢
a complex set of molecular interactions. We areettgping and applying tools we believe will allowtesbetter understand these biologic
"networks", enabling us to more effectively destigarapeutic interventions in these biological systeKey elements include use of advanced
existing and proprietary analytics to develop adligh understanding of targeted biological systemmsder to develop our product candidates

It is the combination of these tools thaalades us to thoroughly characterize complex palyisaride, polypeptide and protein products
(including antibodies). While a similar integratawclalytical approach is applied across these diffggeoduct categories, we develop a unique
characterization toolkit for each specific compiealecule.

Commercial, Development and Research Programs

Program Discovery Developmant Market

Enoxaparin Sodium [ ]
Injection
(Polysaccharide)

Complex Generics

M356 (Peptide) [ ]

M923 (Protein)

Biosimilars M834 (Protein) —

M511 (Protein) ——1i

m402 [ |
(Polysaccharide)

Movel Products |Discovery Program| [
including
Sialylation
Technology

Our complex generics programs target matkptoducts that were originally approved by thé&¢hStates Food and Drug
Administration, or FDA, as New Drug Applications, DAs. Therefore, we have been able to accessxisting 505(j) generic regulatory
pathway and have submitted Abbreviated New Drugliépfions, or ANDAS, for these products. Our ficetmmercial product, Enoxaparin
Sodium Injection, which has been developed and cermiadized in collaboration with Sandoz Inc. ansh&z AG, collectively Sandoz,
affiliates of Novartis AG, received FDA marketingpoval in July 2010 as a generic version of Low@@enoxaparin sodium injection).

2
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Lovenox is a complex mixture of polysaccharide nbalerived from naturally sourced heparin whichsed to prevent and treat deep vein
thrombosis, or DVT, and to support the treatmerdafte coronary syndromes, or ACS. The Enoxaparitiugh Injection ANDA submitted by
Sandoz was the first ANDA for a generic Lovenoy&approved by FDA, validating our novel approadbdbe structural characterization,
process engineering and biologic systems analysisraplex molecules. From July 2010 through eartyoBer 2011, the Enoxaparin Sodium
Injection marketed by Sandoz was the sole generision of Lovenox, and consequently, under the seshour collaborative agreement with
Sandoz, we earned a substantial profit share odd&nsales of Enoxaparin Sodium Injection. Thelpcd now faces other generic competi
and we receive a royalty on net sales, which haenIsignificantly eroded by competitive pressures.

Our second complex generic product candjddB56, is designed to be a generic version ofaZope® (glatiramer acetate injection), a
drug that is indicated for the reduction of thegfrency of relapses in patients with relapsing-rengitmultiple sclerosis, or RRMS. Copaxone
consists of a synthetic mixture of polypeptide asaWith M356, we extended our core polysaccharidgacterization and process enginee
capabilities to develop capabilities for the stunat characterization, process engineering andgiolsystems analysis of this complex
polypeptide mixture. We are also collaborating vB#émdoz to develop and commercialize M356, an&Gtdrmeloz ANDA for M356 is currently
under FDA review.

Our biosimilars program is targeted towdesteloping biosimilar versions of marketed therdioquroteins, with a goal of obtaining FDA
designation as interchangeable. The subset ofrbilass receiving an interchangeability designa@ma known as interchangeable biologics. In
March 2010, an abbreviated regulatory process wdgied in Section 351(k) of the Patient Protectiomd Affordable Care Act of 2010. This
new pathway opens the market for biosimilar andrttangeable versions of a broad array of bioltgcapeutics, including antibodies,
cytokines, fusion proteins, hormones and bloodofact-orecasters predict a rapidly growing multiidn dollar global market for these
products. Most of these biologics are complex nieduand for several years we have been investidgveloping novel approaches to the
structural characterization, process engineerinpgaaralysis of the biologic activities of these proi. In February 2012, FDA released three
documents containing their preliminary guidelinesdpplications under the Section 351(k) pathwdyesE guidelines state that FDA will use ¢
step-wise review that considers the totality-of-#vidence in determining extent of the clinical eieypyment program. This approach puts a
substantial emphasis on structural and functiohatacterization data in evaluating biosimilar pradudor approval. We believe the framework
that the FDA has outlined in the draft guidanceutoents aligns with our strategy for biosimilarsr@ual is to engineer biologic products that
will show minimal to no structural or functionalfidirences from the reference brand product, thejestifying a more selective and targeted
approach to human clinical testing to support destration of interchangeability. In December 201#,amd Baxter International, Inc., Baxter
Healthcare Corporation and Baxter Healthcare SHhectively, Baxter, entered into a global collaktoa and license agreement, or the Baxter
Agreement, to develop and commercialize up to mgilmilars. The Baxter Agreement became effectivEeébruary 2012. Baxter is an
established healthcare company with global prodagelopment, manufacturing and commercial capaslit

Our novel products program leverages tipab#ities and expertise of our complex generias liosimilars programs to address unmet
clinical needs. Our most advanced efforts have lreéme area of polysaccharide mixtures. M402,hage 1 clinical development as a potel
anti-cancer agent, is a novel heparan sulfate nurttedt binds to multiple growth factors, adhesmaolecules and chemokines to inhibit tumor
angiogenesis, progression, and metastasis. Ini@ddit this development candidate, we are alsoisgek discover and develop additional
novel products. Our goal is to leverage the maltiéting nature of complex mixture molecules toedewy novel products which could
positively modulate multiple pathways in a dised§e. believe that our core technology platform
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will enable us to map the critical nodes that ratpicomplex diseases. We will then be able to ddfie optimal therapeutic intervention to
target the appropriate nodes. We have built sigguifi capabilities in biological characterizationl @mgineering of proteins through our
biosimilars platform that provide us with the pdiahto create unique and novel formulations oftgi (including antibody) drug compositic
for specific disease indications. To add to thegeabilities, in December 2011 we acquired seleasseéts of Virdante Pharmaceuticals, Inc.
relating to sialylation technology. Sialic acideisype of sugar modification on selected proteiag ts understood to regulate anti-inflammatory
and immunomodulatory function. These assets addit@ore ability to modify and engineer protein ldaanes to precisely regulate biological
networks and develop novel biologic product canigislaWwe may apply our proprietary sialylation teabgy program to develop a sialylated
plasma-derived intravenous immunoglobulin, or IViBoduct, or a recombinant sialylated Fc produce. &ke investigating both approaches,
and expect to have data later this year that willig our development efforts.

Product Programs—Complex Generics and Biosimilars
Enoxaparin Sodium Injectio—Generic Lovenox®

Enoxaparin Sodium Injection, our first product ézeive marketing approval under an ANDA, is a gienegrsion of Lovenox. Lovenox
a complex drug consisting of a mixture of polysaade chains and is a widely-prescribed low molaculeight heparin, or LMWH, used for
the prevention and treatment of DVT and to supfiwttreatment of ACS. Lovenox is distributed woridevby Sanofi-Aventis U.S. LLC, or
Sanofi-Aventis, and is also known outside the UhBgates as Clexane® and Klexane®.

Description of Our Program

Lovenox is a heterogeneous mixture of c@xplolysaccharide chains that, in our view, priothte application of our technology, had not
been adequately analyzed. The length and sequétive polysaccharide chains vary, resulting imeemity of chemical structures in the
mixture. The current description in the packagetinsf Lovenox includes molecular weight distriloutiandin vitro measurements of
Lovenox's ability to inhibit blood clotting facto¥a and lla, or its anti-Xa and anti-lla activit}/hile molecular weight distribution provides a
rough measure of the range of chain lengths, itiges no information about detailed sequences ematal structures contained in Lovenox.
Similarly, thein vitro measures of anti-Xa and anti-lla activity desciibgain aspects of anticoagulation but only pad#fine the biological
and clinical activity of Lovenox. According to Sdnéwventis, only 15% to 25% of the chains in LMWIdentain sequences that bind to the
factor that is responsible for anti-Xa and antidtdivity. Our technology and analytical approattbveed us to thoroughly characterize
Lovenox which enabled FDA approval of the ANDA.

In 2003, we entered into a collaboratiod heense agreement, or the 2003 Sandoz Collaloratith Sandoz N.V. and Sandoz Inc. to
jointly develop, manufacture and commercialize Eapgacin Sodium Injection in the United States. Sardd/. later assigned its rights in t
2003 Sandoz Collaboration to Sandoz AG, an aféil@tNovartis Pharma AG. We refer to Sandoz AG &addoz Inc. together as Sandoz.

In 2006 and 2007, we entered into a sefi@greements, including a Stock Purchase Agreearahtin Investor Rights Agreement, with
Novartis Pharma AG, and a collaboration and licaaggeement, as amended, or the Second Sandoz @ali@n Agreement, with Sandoz A
Together, this series of agreements is referred tilve 2006 Sandoz Collaboration. Under the SeSandoz Collaboration Agreement, we anc
Sandoz AG expanded the geographic markets for FraokaSodium Injection covered by the 2003 SandoltaBoration to include the
European Union.
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Regulatory Matters

Sandoz submitted ANDAs in its name to tBeAFor Enoxaparin Sodium Injection in syringe aridlforms, seeking approval to market
Enoxaparin Sodium Injection in the United Statdse ANDA for the syringe form of Enoxaparin Sodiunjelction was approved in July 2010
and the ANDA for the vial form of Enoxaparin Sodiunjection was approved in December 2011.

Commercial Market

Due to additional competition in the gen@moxaparin market, which has impacted pricing,aberall United States enoxaparin market
size has declined. Sanofi reported $410 milliornl&Ehillion) and $883 million (€633 million) in salef brand Lovenox in the United States in
2012 and 2011, respectively. Sandoz reported $4bibmand $1.0 billion in sales of Enoxaparin Saahi Injection in the United States in 2C
and 2011, respectively. Pursuant to the 2003 Sa@ddaboration, Sandoz is responsible for comméeegtion and distribution of Enoxaparin
Sodium Injection.

Legal Matters

In September 2011, we and Sandoz sued AstgnhBharmaceuticals, Inc., or Amphastar, Wats@mrRaceuticals, Inc. (now Actavis, In
or Actavis) and International Medical Systems, I(&dwholly owned subsidiary of Amphastar) in theitdd States District Court for the
District of Massachusetts for infringement of twicoar patents. Also in September 2011, we filedguest for a temporary restraining order
and preliminary injunction to prevent Amphastarta\ds and International Medical Systems, Ltd. freefling their enoxaparin sodium product
in the United States. In October 2011, the Distiiotirt granted our motion for a preliminary injunatand entered an order enjoining
Amphastar, Actavis and International Medical Systehtd. from advertising, offering for sale or g&dj their enoxaparin product in the United
States until the conclusion of a trial on the nseaitd requiring us and Sandoz to post a securitg b6$100 million in connection with the
litigation. Amphastar, Actavis and International diteal Systems, Ltd. appealed the decision to theriQd Appeals for the Federal Circuit, or
CAFC, and in January 2012, the CAFC stayed theérpimdry injunction. In June 2012, Amphastar filechation to increase the amount of the
security bond, which we and Sandoz have opposetiugjust 2012, the CAFC issued a written opinionatig) the preliminary injunction and
remanding the case to the District Court, holdimgt tAmphastar's use of our patented method forggging Enoxaparin Sodium Injection was
protected by the "safe harbor" from patent infrimgat under federal patent law, 35 U.S.C. Sectidd&{1). In September 2012, we filed a
petition with the CAFC for rehearing by the fulluwben banc , which was denied. In January 2013, Amphastarfatdyvis filed a motion for
summary judgment in the District Court followingetdecision from the CAFC. The District Court hakagled briefing on and the hearing of
this motion until it rules on certain pending digeny motions. In February 2013, we filed a petitfona writ of certiorari for review of the
CAFC decision by the United States Supreme CowvidRv by the Supreme Court is discretionary antiarari petitions are infrequently
granted.

In December 2010, we sued Teva Pharmaedutidustries Ltd., or Teva, in the United Statéstiict Court for the District of
Massachusetts for infringement of two of our pateiihe patents claim methods of producing enoxageaving specified quality attributes. In
January 2013, Teva filed a motion for summary judgtmn the District Court following the decisiorofn the CAFC in the aforementioned
case. The District Court has delayed briefing oth thie hearing of this motion until it rules on eémtpending discovery motions in the related
patent infringement suit against Amphastar and ista
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M356—Generic Copaxone® (glatiramer acetate injection)

M356 is designed to be a generic versioBaaxone (glatiramer acetate injection), a comglexg consisting of a synthetic mixture of
polypeptide chains. Copaxone is indicated for #dkiction of the frequency of relapses in patierits RRMS, a chronic disease of the central
nervous system characterized by inflammation amategeneration.

Description of Our Program

Under the Second Sandoz Collaboration Agez#, we and Sandoz AG agreed to exclusively cofkie on the development and
commercialization of M356, among other productsuggiits structure as a complex mixture of polyp#gptihains of various lengths and
sequences, there are significant technical chadleimyolved in thoroughly characterizing Copaxoné @& manufacturing an equivalent
version. We believe our technology can be applechiaracterize glatiramer acetate and to develpgaric product that has the same active
ingredient as Copaxone. We are continuing to expamgortfolio of pending patent applications rethto glatiramer acetate injection.

In connection with the 2006 Sandoz Collaltion, we sold 4,708,679 shares of common sto®owartis Pharma AG at a per share price
of $15.93 (the closing price of our common stocklemNASDAQ Global Market was $13.05 on the datpwthase) for an aggregate
purchase price of $75.0 million, resulting in amiggpremium of $13.6 million. As of December 3D12, Novartis AG owns approximately
9% of our outstanding common stock.

Regulatory Matters

In December 2007, Sandoz submitted to & &n ANDA in its name seeking approval to marke334 in the United States containing a
Paragraph IV certification. This is a certificatibp the ANDA applicant that the patent relatinghe drug product that is the subject of the
ANDA is invalid, unenforceable or will not be infigied. In July 2008, the FDA notified Sandoz théizitl accepted the ANDA for review as of
December 27, 2007. In addition, the FDA's publistiathbase indicates that the first substantialiypdete ANDA submitted for glatiramer
acetate injection containing a Paragraph IV cestfon was filed on December 27, 2007, making Sasd®NDA eligible for the grant of a
180-day generic exclusivity period upon approvaider applicable laws, there are a number of waySNIDA applicant may forfeit its 180-
day exclusivity, including if the applicant fails achieve at least tentative approval within 30 themfter the date on which the ANDA is filed.
Because tentative approval for the M356 ANDA wasreoeived in the specified 30 months, the 180-@ayjusivity period will be forfeited
unless the exception to the forfeiture rule apphges will not know whether the exception appliesess and until the FDA approves the
ANDA. The review of Sandoz's ANDA is ongoing. Wedaandoz are in regular communication with the RBAddress any additional
guestions or requests that it may have as it coaesithe review of Sandoz's application.

Since 2008, Teva has filed four Citizenititets with FDA requesting FDA deny approval of aliMDA filed for generic Copaxone. The
FDA has denied each of the Citizen Petitions. Wgate Teva will continue to engage in activitibat seek to challenge the approval of our
M356 ANDA.

Potential Commercial Market

In North America, Copaxone is marketed leyd Neuroscience, Inc., which is a subsidiary ofal@eva reported worldwide sales of
Copaxone of approximately $4.0 billion in 2012, wétpproximately 72%, or $2.9 billion, from the UdtStates.

6
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Legal Matters

Subsequent to FDA's acceptance of the AN@Aeview, in August 2008, Teva and related esditand Yeda Research and
Development Co., Ltd., filed suit against us andd®a in the United States Federal District Couthim Southern District of New York. The
suit alleges infringement related to four of theeseOrange Book patents listed for Copaxone. WeSamtioz asserted defenses of non-
infringement, invalidity and unenforceability aritbfl counterclaims for declaratory judgments toéhall seven of the Orange Book patents as
well as two additional patents in the same patemiilfy adjudicated in the present lawsuit. Anothempany, Mylan Inc., or Mylan, also has an
ANDA for generic Copaxone under FDA review. In Cio 2009, Teva sued Mylan for patent infringemetdted to the Orange Book patents
listed for Copaxone, and in October 2010, the coomsolidated the Mylan case with the case agamand Sandoz. A trial on the issue of
inequitable conduct occurred in July 2011 and tia dn the remaining issues occurred in Septer@béd in the consolidated case. In June
2012, the Court issued its opinion and found athefclaims in the patents to be valid, enforceabkkinfringed. In July 2012, the Court issued
a final order and permanent injunction prohibit®andoz and Mylan from infringing all of the patemtshe suit. The Orange Book patents anc
one non-Orange book patent expire in May 2014 arednmn-Orange Book patent expires in September.20Hsidition, the permanent
injunction further restricts the FDA, pursuant ®3.S.C. Section 271(e)(4)(A), from making the efiiee date of any final approval of the
Sandoz or Mylan ANDA prior to the expiration of tbeange Book patents. In July 2012, we appealedébesion to the CAFC, and we and
Mylan filed appellate briefs. Teva filed its oppimd and our reply is due in March 2013.

In December 2009, in a separate actiohérsame court, Teva sued Sandoz, Novartis AG afoh patent infringement related to certain
other non-Orange Book patents after Teva's motiadt those patents to the ongoing Paragraphitatibn was denied. In January 2010, we
and Sandoz filed a motion to dismiss this secoitdosuseveral grounds, including the failure of adw state an actionable legal claim and lac
of subject matter jurisdiction. The motion is pergliWe intend to defend this suit.

If the decision in the first suit is notezsed on appeal, or we are not successful ingbensl suit, the final approval and launch of M356
cannot occur until expiration of the relevant patgghts. Litigation involves many risks and uneémties, and there is no assurance that
Novartis AG, Sandoz or we will prevail in eithemsuit.

Biosimilars Program
Description of Our Program

We are also applying our technology platfdao the development of biosimilar versions of nedekl therapeutic proteins, with a goal of
obtaining FDA designation as interchangeable. Teutc proteins represent a sizable segment dittited States drug market, with sales
expected to be approximately $69 billion in 201&;&ding to Datamonitor. Given the inadequaciestafidard technology, many of these
therapeutic proteins have not been thoroughly ciarazed. Most of these products are complex glyaigin mixtures, consisting of proteins
that contain branched sugars that vary from moketumolecule. These sugars can impart specifiodiical properties to the therapeutic
protein and can often comprise a significant partbthe mass of the molecule. In addition to tinecsural characterization of several mark
therapeutic proteins, we are also advancing oucstre-process capabilities as we further defireréhationship between aspects of the
manufacturing process and the structural compasdfdhe final protein product. We believe that swrestment in our analytics and
characterization technology coupled with our inmestt in the science of better understanding thaiogiship of the biologic manufacturing
process to structural composition
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provides us with the opportunity develop a competiadvantage for our future biosimilars or intenasbeable biologic product candidates.

In December 2011, we and Baxter enterexiting Baxter Agreement under which we agreed tialootate, on a world-wide basis, on the
development and commercialization of up to six inndlgrs. The Baxter Agreement became effectiveabritiary 2012. We have announced
following three products in development under tlzexter Agreement:

. M923, a biosimilar for a branded biologic indicafed autoimmune and inflammatory diseases, is oostradvanced biosimilar.
We are working toward a 2014 IND submission.

. M834, also indicated for autoimmune and inflanwnadiseases. We are working toward achievemeptefefined "minimum
development criteria" license payments in 2014.

. M511, a monoclonal antibody for oncology. We argkirg toward achievement of paefined "minimum development criter
license payments in 2014.

Regulatory Matters

Most protein drugs have been approved ByFIDA under the Biologics License Application, dt/B regulatory pathway. The BLA
pathway was created to review and approve apmicafior biologic drugs that are typically produdexin living systems. Until 2010, there
was no abbreviated regulatory pathway for the agdrof interchangeable or biosimilar versions of/Bapproved products in the United
States; however, there have been guidelines fairhitar products in the European Union for sevgesrs.

In March 2010, with the enactment of thelBgics Price Competition and Innovation Act of 200r BPCI, an abbreviated pathway for
the approval of biosimilars and interchangeabléogics was created. The new abbreviated regulatatiyway establishes legal authority for
the FDA to review and approve biosimilar biologitgluding the possible designation of a biosimdar'interchangeable," based on its
similarity to an existing brand product.

Under the BPCI, an application for a biasamproduct cannot be approved by the FDA untily#2rs after the original brand product was
approved under a BLA. There are many biologicéiattime for which this 12-year period has expioeds nearing expiration. We believe that
scientific progress in the analysis and characédn of complex mixture drugs is likely to plagignificant role in FDA's approval of
biosimilar (including interchangeable) biologicstire years to come.

In December 2011, the FDA released its psed biosimilar user fee program which includesealfased meeting process for consultatiol
between applicants and the division of FDA respaedior reviewing biosimilar and interchangeablelbgics applications under the new
approval pathway. It contemplates well-defined rimgistwhere the applicant can propose and submiytamahysicochemical and biologic
characterization data along with a proposed dewedoyt plan. The proposed development plan may hagduced scope of clinical
development based on the nature and extent otidu@cterization data. There are defined time perfodmeetings and written advice. In
February 2012, the FDA published draft guidanceuduents for the development and registration ofibidars and interchangeable biologics.
The draft guidance documents indicate that the RilRiconsider the totality of the evidence develdfry an applicant in determining the
nature and extent of the nonclinical and cliniejuirements for a biosimilar or interchangeablédgjic product.

The new law is complex and is only begignio be interpreted and implemented by the FDAaAssult, we expect that its ultimate
impact, implementation and meaning will be subjeaincertainty for years to come.
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Product Candidates—Novel Products
Overview

Our novel products program uses the estaddi characterization and process engineering didipalirom our complex generic and
biosimilars programs—with a focus on cell surfaclypaccharides and therapeutic proteins.

M402

M402 is a novel heparan sulfate mimetid¢ biads to multiple growth factors, adhesion molesuand chemokines to inhibit tumor
angiogenesis, progression, and metastasis. Thef iieparins to treat venous thrombosis in canceemta has generated numerous reports of
antitumor activity; however, the dose of these puats has been limited by their anticoagulant atytiw1402, which is derived from
unfractionated heparin, has been engineered togigadicantly reduced anticoagulant activity whileeserving the relevant antitumor
properties of heparin.

Researchers have conducted a series ofimicat experiments using different pancreatic @anmmodels to test the hypothesis that M402
can modulate tumor progression and metastasisrarahee the efficacy of gemcitabine, a filse standard of care chemotherapy treatmer
pancreatic cancer. The nonclinical results showat402 in combination with gemcitabine prolongeuvival and substantially lowered the
incidence of metastasis, suggesting that M402li@potential to complement conventional chemotherdfe believe that M402's mechanism
of action, by binding to multiple heparin bindirgctors involved in tumor growth and metastasisate®the potential for M402 to contribute
efficacy in a broad range of cancers.

In April 2012, we initiated a Phase 1/2qdrof-concept clinical study in patients with adead metastatic pancreatic cancer. The Phase
1/2 trial consists of two parts and will evaludte safety, efficacy, pharmacokinetics and pharmataiics of M402 in combination with
gemcitabine. Part A of the study is an open-laeiltiple ascending dose escalation. Dose escalditafrom Part A of the study are expecte
this year. Pending successful completion of thisghwe expect to initiate Part B of the trial, ethwill be a randomized, controlled study
investigating the safety and antitumor activityM402 administered in combination with gemcitabioenpared with gemcitabine alone.

Discovery Program

We believe our core analytical tools enatdes insights into exploring the biology of mangelses, which will lead to an enhanced
understanding of the relative role of differentlbgical targets and related cell-tel signaling pathways. Many complex diseasesassult o
multiple biological activities. Our goal is to leage the multi-targeting nature of complex mixtarelecules to develop novel products which
may positively modulate multiple pathways in a ds& We believe that our core technology platfoithemable us to map the critical nodes
that regulate complex diseases and then use thiemfgie collection of "drugs"—whether polysacchas, proteins, peptides or monoclonal
antibodies—to target the appropriate nodes simediasly. This unique approach could potentially exptne number of targets or pathways
within a variety of diseases that could be modudlate

Sialylation Technology

We are applying our proprietary sialylatieshnology (a method to add sialic acid to prateto modify immunoglobulin G, or IgG,
antibodies in IVIG, a drug that is currently usedreat autoimmune and inflammatory disease. Ojactilie is to further potentiate the anti-
inflammatory activities of these antibodies anghdtentially develop drugs with differentiated ditries such as enhanced efficacy and/or a
wider therapeutic window that address autoimmurteiaftammatory
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diseases. To date, we have made substantial psagrtss program by demonstrating that sialylafioglinked glycans of IgG antibodies can
enhance anti-inflammatory effects in a nonclinivaldel, consistent with the findings previously psiéd by Dr. Jeffrey Ravetch of The
Rockefeller University. In 2013, our first objedtiis to investigate the biology of sialylated IViGinform our selection of the best indication
to take forward into our first clinical programsuGsecond objective is to define the product, edpcts, we will be advancing. We could apply
our sialylation technology to develop a sialylapdasma-derived IVIG product, or a recombinant $e&aBd Fc product. We are investigating
both approaches, and expect to have data lateyehisthat will guide our development efforts.

Currently, IVIG is manufactured from langeols of human plasma. Increasing demand for IVii@lipcts already exceeds available su
worldwide thus limiting broader clinical applicati®. Today, estimated global IVIG sales are $7dsilinnually according to Health Advances.
IVIG is approved in several indications primarilgdiessing inflammatory, infectious and immunodeficy diseases, including primary
immunodeficiency disease, idiopathic thrombocytapeurpura, Kawasaki disease, chronic inflammatgnyelinating polyneuropathy, and
multifocal motor neuropathy. IVIG is also being @stigated for use in the treatment of Alzheimessakse and other neurological conditions.

Research and Development Expenses

Research and development expenses cofsissis incurred in identifying, developing andtiteg our product programs. These expenses
consist primarily of salaries and related expeffigepersonnel, license fees, consulting fees, eshtiesearch and manufacturing, nonclinical
and clinical studies, and the costs of laboratoyigment and facilities. Research and developmemtese for 2012 was $80.3 million,
compared with $64.7 million in 2011 and $51.7 roitlin 2010.

Collaborations, Licenses and Asset Purchases
Sandoz
2003 Sandoz Collaboration

Under the terms of the 2003 Sandoz Colkatiam, we and Sandoz agreed to exclusively work wéch other to develop and
commercialize Enoxaparin Sodium Injection for ang all medical indications within the United Statesaddition, we granted Sandoz an
exclusive license under our intellectual propeigits to develop and commercialize injectable epaxia for all medical indications within the
United States.

In July 2010, Sandoz began the commeraial &f Enoxaparin Sodium Injection. The prditare or royalties Sandoz is obligated to pe
under the 2003 Sandoz Collaboration differ depemdimwhether (i) there are no third-party compeditmarketing an interchangeable generic
version of Lovenox, or Lovenox-Equivalent Produag (lefined in the 2003 Sandoz Collaboration)a(lipvenox-Equivalent Product is being
marketed by Sanofi-Aventis, which distributes thard name Lovenox, or licensed by Sanofi-Aventiariother company to be sold as a
generic drug, both known as authorized generic§iipthere are one or more third-party compestarhich are not Sanofi-Aventis marketing a
Lovenox-Equivalent Product. From July 2010 thro&giptember 2011, no third-party competitor was ntar§ea Lovenoxequivalent Produc
therefore, during that period, Sandoz paid us 45%econtractual profits from the sale of Enoxap&odium Injection. In September 2011,
FDA approved the ANDA for the enoxaparin producfafiphastar. In October 2011, Sandoz confirmedahatuthorized generic Lovenox-
Equivalent Product was being marketed, which memitSandoz was obligated to pay us a royaltynét sales of Enoxaparin Sodium
Injection until the contractual profits from thoset sales in a product year (July 1—June 30) rehateertain threshold. Upon achievement of
the contractual profit threshold in December 2Bdndoz was obligated to pay us a profit sharehfrémainder of the product year. In
January 2012, following the CAFC's granting a stAthe preliminary injunction previously issued ttne United States District Court for the
District
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of Massachusetts, Actavis announced that they anghastar launched their enoxaparin product. Coresglyy in each product year, for net
sales of enoxaparin up to a pre-defined saleshblésSandoz is obligated to pay us a royalty dreakes payable at a 10% rate, and for net
sales above the sales threshold, payable at a 4% r

Certain development and legal expensesratyce the amount of profit-share, royalty and stdlee payments paid to us by Sandoz. An
product liability costs and certain other experasing from patent litigation may also reduce @neount of profit-share, royalty and milestone
payments paid to us by Sandoz, but only up to 508%ese amounts due to us from Sandoz each quéuercontractual share of these
development and legal expenses is subject to amaaadjustment at the end of each product yeareadd with the product year ending June
2015.

The collaboration is governed by a joimesing committee and a joint project team, eactsisting of an equal number of Sandoz and
Momenta representatives. Most decisions must beeraadnimously, with Sandoz collectively having ente and Momenta having one vote.
Sandoz has the sole authority to determine the @tievhich it sells Enoxaparin Sodium Injection.

We and Sandoz will indemnify each otherlémses resulting from the indemnifying party'snesesentation or breach of its obligations
under the agreement. We will indemnify Sandoz ifageually misappropriate the know-how or trade sescof a third party. Sandoz will
indemnify us and our collaborators involved in #moxaparin program for any losses resulting froslgigation by third parties, including a
product liability claims with respect to Enoxapa8ndium Injection and any other claims relatingh® development and commercialization of
Enoxaparin Sodium Injection. To the extent that Exsges result from a third-party claim for whick are obligated to indemnify Sandoz,
Sandoz will have no obligation to indemnify us. &fthe expiration or termination of the agreemtmgse indemnification obligations will
continue with respect to claims that arise beforafter the termination of the agreement due tivities that occurred before or during the te
of the agreement.

Unless terminated earlier, the agreemelhiexpire upon the last sale of Enoxaparin Sodiafadtion by or on behalf of Sandoz in the
United States. Either party may terminate the baltation relationship for material uncured breaadresertain events of bankruptcy or
insolvency by the other. Sandoz may also termitreeagreement if the product or the market lacksmercial viability, if new laws or
regulations are passed or court decisions rendbatdubstantially diminish our legal avenues &atress, or, in multiple cases, if certain costs
exceed mutually agreed upon limits. If Sandoz teat@s the agreement (except due to our uncuredhjreaif we terminate the agreement
to an uncured breach by Sandoz, we will be graateexclusive license under certain intellectuapprty of Sandoz to develop and
commercialize injectable enoxaparin in the Unitéat&s and our obligation to indemnify Sandoz wilivive with respect to claims that arise
due to our exclusive development or commercialiratf injectable enoxaparin after the term of thgeament. In the event of a termination by
Sandoz due to the incurrence of costs beyond treedagipon limits, we must pay certain royaltieSémdoz on our net sales of injectable
enoxaparin. If Sandoz terminates the agreementadaer uncured breach, Sandoz retains the exclugjlieto develop and commercialize
injectable enoxaparin in the United States. Sasdwpfit sharing, royalty and milestone paymentgailons survive and Sandoz's obligation tc
indemnify us will survive with respect to claimsttarise due to Sandoz's exclusive developmendramercialization of injectable enoxaparin
after the term of the agreement. In addition, & terminates the agreement due to our uncuestby Sandoz would retain its rights of first
refusal outside the United States.

2006 Sandoz Collaboration

Under the Second Sandoz Collaboration Agesd, we and Sandoz AG agreed to exclusively cotktie on the development and
commercialization of M356, among other productsl expanded
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the geographic markets covered by the 2003 Sandbah@ration related to Enoxaparin Sodium Injectiorinclude the European Union. In
December 2008, we and Sandoz AG terminated thakmwthtive program with regard to one of the followproducts, M249, primarily due to
its commercial prospects. In December 2009, weSardloz AG terminated the collaborative program wéthard to the other follow-on
product, M178, and clarified the surviving righfseach of the parties following such terminatiors. &result, the Second Sandoz Collaboratio
Agreement now principally governs the M356 colladiime program and the expansion of the 2003 Sa@addlaboration.

Costs, including development costs andttists of clinical studies, will be borne by thetjgarin varying proportions depending on the
type of expense and the related product. For M@®6are generally responsible for all of the develept costs in the United States. For M356
outside of the United States and for Enoxaparini®odnjection in the European Union, we share depelent costs in proportion to our profit
sharing interest. All commercialization respondigis and costs will be borne by Sandoz AG worldwéd they are incurred for all products.
We are reimbursed at cost for any full-time equénalemployee expenses as well as any externaliogsised in the development of products
to the extent development costs are born by SaA@ZSandoz AG is responsible for funding all of tgal expenses incurred under the
Second Sandoz Collaboration Agreement; howevertioopaof certain legal expenses will be offset agathe profit-sharing amounts in
proportion to our profit sharing interest. The Etwill share profits in varying proportions, degeng on the product. We are entitled to a £
share of the profits from sales of M356. We argible to receive up to $163.0 million in milestgmeyments if all milestones are achieved for
the two product programs remaining under collatonatNone of these payments, once received, imdafole and there are no general right
return in the arrangement. Sandoz AG has agremdiémnnify us for various claims, and a certain jporof such costs may be offset against
certain future payments received by us.

Under the Second Sandoz Collaboration Agesd, each party has granted the other an excliisergse under its intellectual property
rights to develop and commercialize such produmtslf medical indications in the relevant region& have agreed to provide development
and related services on a commercially reasonasedfforts basis, which includes developing a nfecturing process to make the products,
scaling up the process, contributing to the prejmraf regulatory filings, further scaling up thenufacturing process to commercial scale,
and related development of intellectual propertg Ndve the right to participate in a joint steeiwognmittee, which is responsible for
overseeing development, legal and commercial gietsvand which prepares and approves the anndabooation plans. Sandoz AG is
responsible for commercialization activities andl exkclusively distribute and market the products.

The term of the Second Sandoz Collaborasigreement extends throughout the development amhercialization of the products until
the last sale of the products, unless earlier teated by either party pursuant to the provisionthefSecond Sandoz Collaboration Agreement
The Second Sandoz Collaboration Agreement mayrbertated if either party breaches the Second Sa@ddlaboration Agreement or files
for bankruptcy. In addition, either we or Sandoz @y terminate the Second Sandoz Collaborationekgesnt as it relates to the remaining
products, on a product-by-product basis, if clihtdals are required.

Pursuant to the terms of the Stock PurcAggeement, we sold 4,708,679 shares of commoik $tolovartis Pharma AG, an affiliate of
Sandoz AG, at a per share price of $15.93 for gnegte purchase price of $75.0 million. This reglin a paid premium of $13.6 million as
the closing price of our common stock on the NASD@&Rbal Market was $13.05 on the date of the SRuichase Agreement.

Pursuant to the terms of the Investor Rigfdreement, we granted to Novartis Pharma AG icerégistration rights and inspection rights.
Specifically, Novartis Pharma AG is entitled to
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"piggyback" and demand registration rights underSecurities Act of 1933, as amended, with redjpettte shares of common stock purche
under the Stock Purchase Agreement. We also grivdedrtis Pharma AG inspection rights whereby, sabjo certain exceptions, Novartis
Pharma AG may visit and inspect our propertiesragdrds, discuss our business and financial afféitsits officers, employees and other
agents, and meet, at least twice a year, with tlners of our Board of Directors.

Baxter

In December 2011, we and Baxter enteregthet Baxter Agreement, which became effectivedhrbary 2012, following expiration of t
applicable waiting period under the Hart-Scott-RadAntitrust Improvements Act, as amended.

Under the Baxter Agreement, we and Baxgeeed to collaborate, on a world-wide basis, ordéneelopment and commercialization of
two biosimilars, M923 and M834, products indicaitedhe inflammatory and autoimmune therapeutic @reathe initial products. In July
2012, Baxter selected a third product for inclusiothe collaboration. We initiated developmentha$ product, a monoclonal antibody for
oncology, which has been designated as M511. Weoticeceive milestones related to the selecticadditional products. Baxter has the right
through February 2015, to select up to three amdhtibiosimilars to be included in the collaborati®he process for achieving milestones
under the Baxter Agreement is as follows:

. Baxter selects an additional product to theatmitation and we initiate development.

. If we achieve pre-defined "minimum developmenttamia related to the additional product, Baxtagiieen an option to exercise
exclusive license rights.

. If Baxter exercises its exclusive license optiomdwvance the product under the Baxter Agreementyilearn a license
payment.
. If we achieve pre-defined "technical developmeniteria related to the initial product or addial product, we will earn a

milestone payment.

. For the initial and additional products, if we eiti{a) submit an Investigational New Drug appligatior IND, to the FDA or
(b) are not required to file an IND, either referte as the "Transition Period,” we will earn aestbne payment.

. Following the Transition Period, Baxter will assuresponsibility for development of each biosimikand we have the potential
to receive up to $300 million in regulatory milesés. These milestones are designed to reward @ssliding scale, for
reducing the scope of the clinical activities reqdito develop each biosimilar.

Under the Baxter Agreement, each partygnasted the other an exclusive license under i&dléttual property rights to develop and
commercialize designated products for all therapéndications. We have agreed to provide develagraed related services on a
commercially reasonable basis through the TramsReriod for each product, which include high-ragoh analytics, characterization, and
product and process development. Baxter is resblenfsir clinical development, manufacturing and coencialization activities and will
exclusively distribute and market any products ceddy the Baxter Agreement. We have the rightttigipate in a joint steering committee,
consisting of an equal number of members from asBaxter, to oversee and manage the developmertanthercialization of products
under the collaboration. Costs, including developnoests, payments to third parties for intellethraperty licenses, and expenses for legal
proceedings, including the patent exchange prqmessiant to the Biologics Price Competition andolration Act of 2009, will be borne by
the parties in varying proportions, depending antipe of expense and the stage of developmenhafe the option to participate, at our
discretion, in a cost and profit share
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arrangement for the four additional products upQéo. If the profit share is elected, the royalpagable would be reduced by up to nearly |
Absent a cost share arrangement, we will geneballsesponsible for research and process developrosts prior to the Transition Period, and
the cost of clinical trials, manufacturing in aatance with current good manufacturing practicesa@mmercialization will be borne by
Baxter.

In addition, we have agreed, for a periothmencing six months following the effective datel nding on the earlier of (i) three years
from the effective date of the Baxter Agreemenbjsct to certain limited time extensions as prodidethe Baxter Agreement) or (ii) the
selection of the three additional products, tofgddaxter of bona fide offers from third partiesdevelop or commercialize a biosimilar that
could be an additional product candidate. Follonsagh notification, if Baxter does not select spobposed product or products for inclusion
in the collaboration, we have the right to develmanufacture, and commercialize such product cdymts on our own or with a third party.
We also agreed to provide Baxter with a right oftfnegotiation with respect to collaborating ie ttevelopment of a competing product for a
period of three years following the effectivenebamIND exemption or waiver or regulatory authp@iuthorization to dose humans, subject tc
certain restrictions as outlined in the Baxter Aggnent. Following the third anniversary of the efffex date of the Baxter Agreement (subjec
certain limited time extensions, as provided fotha Baxter Agreement), we may develop, on our omwith a third party, any biosimilar
products not named under the Baxter Agreementgstity) certain restrictions

Under the terms of the Baxter Agreementreoeived an initial cash payment of $33 millione \&te also eligible to receive license
payments totaling $28 million for the exercise pfions with respect to the additional four prodemtdidates that can be named under the
Baxter Agreement, payments of $5 million each fdeersions of the period during which such additigntaducts may be selected, and a
license payment of $7 million upon the achieventémire-defined "minimum development" criteria, a&fided in the agreement, for M834 (a
selected biosimilar). In addition, we are eligibdereceive an aggregate of approximately $380 onilin potential milestone payments,
comprised of (i) up to $80 million in substantivéestone payments upon achievement of specifidohieal and development milestone eve
across the six product candidates, and (ii) regofanilestones totaling up to $300 million, on @lislg scale, across the six product candidates
where, based on the products' regulatory applicatieere is a significant reduction in the scopghefclinical trial program required for
regulatory approval. Two of the technical and depaient milestones were time-based and the togibldi milestones have been adjusted to
correspond to current development plans. Therea@@her time-based milestones included in the &akgreement. The technical and
development milestones include (i) achievementatain criteria that will ultimately drive commeatifeasibility for manufacturing the
products and (ii) acceptance by the FDA of an INpl&ation.

In addition, if any of the six products arecessfully developed and launched, Baxter wilidguired to pay to us royalties on net sales ¢
licensed products worldwide, with a base royaltg ia the high single digits with the potential gnificant tiered increases based on the
number of competitors, the interchangeability & phoduct, and the sales tier for each product.mi@@mum royalty with all potential
increases would be slightly more than double trsebayalty.

For the three products in development utiseBaxter Agreement, if we achieve certain dgwalent and technical criteria, we could
receive a total of up to $26 million in license pants and milestones in 2014.

The term of the collaboration will contintigoughout the development and commercializatiathe products, on a product-by-product
and country-by-country basis, until there is no agrnimg payment obligation with respect to a prodadhe relevant territory, unless earlier
terminated by either party pursuant to the termbefBaxter Agreement.
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The Baxter Agreement may be terminated by:

. either party for breach by or bankruptcy of theeotparty;

. us in the event Baxter elects to terminate the &akgreement with respect to both of the initiabtproducts within a certain
time period;

. Baxter for its convenience; or

. us in the event Baxter does not exercise comalBreceasonable efforts to commercialize a prodod¢he United States or other

specified countries, provided, that we also haveaaerights to directly commercialize such prodag opposed to terminating
the Baxter Agreement, in event of such a breacBadster.

Massachusetts Institute of Technolog

We have an agreement dated November 1, 2082he Massachusetts Institute of TechnologyydrT., granting us various exclusive
and non-exclusive worldwide licenses, with the righgrant sublicenses, under certain patents atehpapplications relating to:

. methods and technologies for characterizing pobfsaddes;
. certain heparins, heparinases and other enzyanes;
. synthesis methods.

In exchange for the licenses granted iraireement, we have paid M.L.T. license maintenéeeg royalties on certain products and
services covered by the licenses and sold by osioaffiliates or sublicensees, a percentage aéiteother income received by us from
corporate partners and sublicensees, and certentgarosecution and maintenance costs.

The following table summarizes the licens@ntenance fees and royalties paid to M.I.T. audrded in the years ended December 31,
2012, 2011 and 2010 (in thousands):

2012 2011 2010
License maintenance fe $ 183 $ 15€ $ 15¢
Royalties 1,013 6,567 1,97¢
Total $ 1,19¢ $ 6,721 $ 2,13¢

Beginning in 2013, the annual license naiahce obligations, which extend through the Iffthe patents, are approximately $0.1 million
per year.

We are obligated to indemnify M.1.T. andated parties from losses arising from claims netpto the products, processes or services
made, used, sold or performed pursuant to the agmets, unless the losses result from the indenthifaeties' gross negligence or willful
misconduct.

The agreement expires upon the expiraticabandonment of all patents that issue and a@adied to us by M.I.T. under such agreement
The issued patents include over 30 United Stateshfsaand foreign counterparts of some of thoseeMpect that additional patents will issue
from presently pending U.S. and foreign patentiappbns. Any such patent will have a term of 2@ngefrom the filing date of the underlying
application. M.I.T. may terminate the agreement gdmately if we cease to carry on our busines:yfraonpayment by us is not cured within
60 days of written notice or if we commit a matebigeach that is not cured within 90 days of writtetice. We may terminate the agreement
for any reason upon six months' notice to M.l.Tid ave can separately terminate the license undertain subset of patent rights upon three
months' notice.
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We granted Sandoz a sublicense under tteeangnt to certain of the patents and patent agifgits licensed to us. If M.I.T. converts our
exclusive licenses under this agreement to nordsika licenses due to our failure to meet diligeolskgations, or if M.I.T. terminates this
agreement, M.I.T. will honor the exclusive natuféhe sublicense we granted to Sandoz so long mdd2acontinues to fulfill its obligations to
us under the collaboration and license agreemermntered into with Sandoz and, if our agreemertt Mitl. T. is terminated, Sandoz agrees to
assume our rights and obligations to M.L.T.

We previously had an exclusive patent keeagreement dated October 31, 2002 with M.I. Ttgrgrus various licenses under certain
patents solely related to the commercial saleasitg of sequencing machines, including the perdmee of sequencing services. We
terminated that agreement in January 2013. Notinitige notice of termination impacts the agreenbetiveen us and M.I.T dated Novembe
2002.

Patents and Proprietary Rights

Our success depends in part on our aldigbtain and maintain proprietary protection far technology and product candidates, to
operate without infringing on the proprietary rigluf others and to prevent others from infringing proprietary rights. Our policy is to seek
protect our proprietary position by, among othethods, filing United States and foreign patent aions related to our proprietary
technology and product candidates that are impbttetine development of our business. We alsoaslrade secrets, know-how, continuing
technological innovation and in-licensing opportigs to develop and maintain our proprietary poaiti

We license or own a patent portfolio of 088 patent families, each of which includes Unitdtes patent applications and/or issued
patents as well as foreign counterparts to ceghithe United States patents and patent applicatiOnr patent portfolio includes issued or
pending claims covering:

methods and technologies for characterizing pobfsaides and other heterogeneous mixtures;

. the composition of matter and use of certain hepags, heparinase variants and other enzymes;
. methods and technologies for synthesis of polysaidés;

. the composition of matter and use of certain na¥WHSs, including M402;

. methods to identify, analyze and characterize glyoteins; and

. methods of manufacture of certain polysaccharidggeptide and glycoprotein products.

A significant portion of our patent porifocovering methods and technologies for charagtegipolysaccharides consists of patents and
patent applications owned and licensed to us byTMLh addition, a significant portion of the cladrim our patent portfolio covering the
composition of matter of naturally occurring hepases, heparinase variants and other enzymesseéhaf these heparinases and enzymes in
the characterization of sugars, and certain methodgechnologies for analyzing polysaccharidesistsof patents and patent applications
that are owned and licensed to us by M.L.T.

The patent positions of companies like @resgenerally uncertain and involve complex legal factual questions. Our ability to maint
and solidify our proprietary position for our techaogy will depend on our success in obtaining effecclaims and enforcing those claims o
granted. We do not know whether any of our patpptieations will result in the issuance of any pé$e Moreover, any issued patent does not
guarantee us the right to practice the patentdthtdogy or commercialize the patented product. d parties may have blocking patents that
could be used to prevent us from commercializingpatented products and practicing our patentethtdogy. Our issued patents and those
that may be issued in the future may be challeniged|idated or circumvented, which could
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limit our ability to stop competitors from markegimelated products or the length of the term oépaprotection that we may have for our
products. In addition, the rights granted underiaayed patents may not provide us with propriepaiogection or competitive advantages
against competitors with similar technology. Furthere, our competitors may independently developlar technologies. For these reasons,
we may have competition for our generic, biosiméad novel products. Moreover, because of the sitertime required for development,
testing and regulatory review of a potential prddiids possible that, before any of our novelrép or other products can be commercialized
any related patent may expire or remain in foreeofdy a short period following commercializatidhereby reducing any advantage of the
patent.

We may rely, in some circumstances, onetisgtrets to protect our technology. However, temteets are difficult to protect. We seek to
protect our technology and product candidatesaim, py confidentiality agreements with our emplegeconsultants, advisors, contractors anc
collaborators. These agreements may be breachedeanthy not have adequate remedies for any bréaelddition, our trade secrets may
otherwise become known or be independently disaavby competitors. To the extent that our employeassultants, advisors, contractors
and collaborators use intellectual property owngadthers in their work for us, disputes may ariséaathe rights in related or resulting know-
how and inventions.

Virdante

In December 2011, we entered into an gesehase agreement to acquire the sialylation tdolgy assets of Virdante
Pharmaceuticals, Inc., including intellectual pnwpand cell lines, relating to the sialylationiofravenous immunoglobulin and other proteins
We paid Virdante $4.5 million in cash at closingldrave agreed to pay Virdante up to an aggrega#®hb million in additional contingent
milestone payments upon achievement of particidaelbpment goals for up to three products in theameaand on the terms and conditions
set forth in the purchase agreement. The contingdastone payments are structured to include piaigmayments related to products based
upon the acquired assets as follows: (i) no maxa 880 million if certain development and regulptarilestones are achieved for an initial
product; (i) no more than $15 million if certaiewkelopment and regulatory milestones are achiemed §econd product; and (iii) no more tl
$6.5 million if certain development and regulatarijfestones are achieved for a third product ifdegelopment milestones for such third
product are met within fifteen (15) years of théedaf the purchase agreement.

Parivid

In April 2007, we entered into an assethase agreement, or the Purchase Agreement, withid?&LC, or Parivid, a provider of data
integration and analysis services to us, and SuRag, the principal owner and Chief Technology €¥fiof Parivid. Pursuant to the Purchase
Agreement, we acquired certain of the assets asuhad certain of the liabilities of Parivid relatedhe acquired assets in exchange for
$2.5 million in cash paid at closing and up to $lrhillion in contingent milestone payments in a @@mation of cash and/or stock in the
manner and on the terms and conditions set fortharPurchase Agreement.

The contingent milestone payments are &trad to include (i) potential payments of no mitr@n $2.0 million in cash if certain
milestones are achieved within two years from thie @f the Purchase Agreement, or the Initial Maees, and (i) the issuance of up to
$9.0 million of our common stock to Parivid if cairt other milestones are achieved within fifteeargef the date of the Purchase Agreement
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In August 2009, we entered into an Amendni@the Purchase Agreement where we agreed tagxte time period for completion of
the Initial Milestones to June 30, 2009, specitiease Initial Milestones that had been achievedfdsine 30, 2009 and, as consideration fo
completion and satisfaction of the Initial Mileseésnthat were achieved, agreed to pay Parivid $@l®mcash and to issue 91,576 shares o
common stock, at a value of $10.92 per share. diitiad, in September 2009, we made a cash payniéiti.@ million to Parivid, recorded as
other expense, representing the difference betiveenet proceeds from Parivid's sale of the shase®d in satisfaction of the Initial
Milestones and the value of such shares as ofdteeaf the Amendment.

In July 2011, we entered into an Amendntenhe Purchase Agreement where we agreed thdeatarie payment would be made in cast
rather than through the issuance of our commorkstncAugust 2011, we paid Parivid $6.7 milliondash, in lieu of stock, pursuant to this
Amendment as consideration for the completion atidfaction of a milestone related to Enoxaparidi@m Injection developed technology
that was achieved in July 2011. We capitalizedodygment as developed technology, which is includéadtangible assets in the consolidated
balance sheets as of December 31, 2011 and 20&2eMeloped technology is being amortized oveetitienated useful life of the Enoxapa
Sodium Injection developed technology of approxehafl0 years.

Manufacturing

We do not own facilities for manufacturiagy products. Although we intend to rely on corttraanufacturers, we have personnel with
experience in manufacturing, as well as processldpment, analytical development, quality assuramgkquality control. Under the 2003
Sandoz Collaboration and the 2006 Sandoz Collaioorgsandoz is responsible for commercializatiopluding manufacturing, of the
products covered by those agreements. Under thieBAgreement, Baxter is responsible for commeimatibn, including manufacturing, of
the products covered by that agreement.

We have entered into various agreements titd party contractors for process developmamalytical services and manufacturing. In
each of our agreements with contractors, we retaimership of our intellectual property and gengraivn and/or are assigned ownership of
processes, developments, data, results and otieleatual property generated during the coursh@ferformance of each agreement that
primarily relate to our products. Where applicalle,are granted non-exclusive licenses to certaitractor intellectual property for purposes
of exploiting the products that are the subjedhefagreement and in a few instances we grant raosve licenses to the contract
manufacturers for use outside of our product aFba.agreements also typically contain provisiomdfath parties to terminate for material
breach, bankruptcy and insolvency.

The starting material for manufacture of04and Enoxaparin Sodium Injection is unfractioddteparin, or UFH, including UFH from
suppliers who source the materials from China.d@& due to the occurrence of adverse events assdavith the use of contaminated UFH,
there were global recalls, including in the Unistdtes, of UFH products. Based on its investigatiom FDA identified a heparin-like
contaminant in the implicated UFH products and new@nded that manufacturers and suppliers of UFHadd#ional tests to screen their U
active pharmaceutical ingredient. As a result esthUFH product recalls and potential future recéile United States government has placec
certain restrictions, and may decide to place &t restrictions, on the import of raw materiatgluding UFH. In addition, these restrictions
have limited the number of suppliers who are ablerovide UFH. Both of these factors could maldifficult for us to obtain our starting
material, could increase costs significantly or m#ékese materials unavailable.

Sales, Marketing and Distribution

We do not currently have any sales, manlgetind distribution capabilities, nor do we curkghfave any plans to build a sales, marketing
and distribution capability to support any of owogucts. In
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order to commercialize any products that are nobepassed by the 2003 Sandoz Collaboration, thé 8a6doz Collaboration or the Baxter
Agreement, we must either develop a sales, mauketna distribution infrastructure or collaboratehathird parties that have sales, marketing
and distribution experience, and we will reviewsh@ptions as our other product candidates mowseicto commercialization.

Regulatory and Legal Matter

Government authorities in the United Stat¢she federal, state and local level, the Eunodénion and other countries extensively
regulate, among other things, the research, deredof testing, manufacture, labeling, promotioveatising, distribution, marketing and
exporting and importing of products such as thoseare developing.

United States Government Regulation

In the United States, the information timaist be submitted to the FDA in order to obtainrapgl to market a new drug or biologic varies
depending on whether the drug or biologic is a pevduct whose safety and effectiveness has notqusly been demonstrated in humans, or
a drug or biologic whose active ingredient(s) aadain other properties are the same as thos@E@ously approved drug or biologic.
Approval of new drugs and biologics follows the NBAd BLA routes, respectively. A drug that claimde the same as an already approved
NDA drug may be able to file for approval under &¢DA approval pathway. Beginning in 2010, with teactment of the BPCI, a biosimi
may also be able to file for approval under the abbreviated pathway under Section 351(k) of thaiPidealth Service Act.

ANDA Approval Proces:

FDA approval is required before a geneguaigalent of an existing brand name drug may beketad. Such approval is typically obtained
by submitting an ANDA to the FDA and demonstratihgrapeutic equivalence. However, it is within Fi2A's regulatory discretion to
determine the kind and amount of evidence requepprove a product for marketing. An ANDA mayswubmitted for a drug on the basis
that it is the same as a previously approved bichddeg, also known as a reference listed drug. iSpalty, the generic drug that is the subject
of the ANDA must have the same active ingredient(®)te of administration, dosage form, and stiengs well as the same labeling, with
certain exceptions, and the labeling must presaimelitions of use that have been previously apgatder the listed drug. If the generic drug
product has a different route of administrationsatye form, or strength, the FDA must grant a silitglpetition approving the differences(s)
from the listed drug before the ANDA may be fildthe ANDA must also contain data and information dastrating that the generic drug is
bioequivalent to the listed drug (or alternativegek a waiver as is requested for most injectabdes the application is submitted pursuant to
an approved suitability petition, information taoghthat the listed drug and the generic drug caexdpected to have the same therapeutic €
when administered to patients for a proposed cmmddf use.

Generic drug applications are termed "aibted" because they are not required to duplitegeclinical (human) testing or, generally,
nonclinical testing necessary to establish the tiyidg safety and effectiveness of the branded petdbther than the requirement for
bioequivalence testing. However, the FDA may refiosapprove an ANDA if there is insufficient infoation to show that the active
ingredients are the same and to demonstrate tlatrgourities or differences in active ingredientsribt affect the safety or efficacy of the
generic product. In addition, like NDAs, an ANDAIlot be approved unless the product is manufadtim current Good Manufacturing
Practices, or cGMP, compliant facilities to assamd preserve the drug's identity, strength, quality purity. As is the case for NDAs and
BLAs, the FDA may refuse to accept and review ifisighntly complete ANDASs.
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Generally, in an ANDA submission, deterntioia of the "sameness" of the active ingredienthtse in the reference listed drug is basec
on the demonstration of the chemical equivalendb®tomponents of the generic version to thoghebranded product. While the standard
for demonstrating chemical equivalence is relayiwttaightforward for small molecule drugs, itihérently more difficult to define sameness
for the active ingredients of complex drugs. Unither NDA pathway, these types of drugs include garolducts as heparins and recombinant
versions of certain hormones, among others. Diieetdimited number of ANDA submissions for genariomplex drugs, the FDA has not
reached a final position for demonstrating chemgeplivalence for many of these products specificalbr provided broad guidance for
achieving "sameness" for complex drugs in genérahany cases, the criteria the FDA may apply amving and are being determined on an
application-by-application basis.

To demonstrate bioequivalence, ANDAs gdheraust also contaiin vivo bioavailability data for the generic and brandewigdt
"Bioavailability" indicates the rate and extentatfsorption and levels of concentration of a druaglpct in the bloodstream needed to produce
therapeutic effect. "Bioequivalence" compares tioavmilability of one drug product with anothergamhen established, indicates that the rate
of absorption and levels of concentration of a giergrug in the body are the same as the previaagpyroved branded drug. The studies
required to demonstraie vivo bioequivalence are generally very small, quickdmplete, and involve relatively few subjects. Undermrent
regulations, the FDA may waive requirementsifovivo bioequivalence data for certain drug productsuidiclg products where
bioequivalence is self-evident such as injectablet®ns which have been shown to contain the sactige and inactive ingredients as the
reference listed drug. Although the FDA may waigguirements foim vivo bioequivalence data, it may still require the sufsiain of
alternative data on purity, such as immunogenigitgt/or pharmacokinetics and pharmacodynamics ttapapvide additional evidence of
pharmaceutical equivalence. The FDA, however, do¢slways waive requirements fiorvivo bioequivalence data.

Generic drug products that are found tthieeapeutically equivalent by the FDA receive afi téting in FDA's Orange Book, which lists
all approved drug products and therapeutic equicaevaluations. Products that are therapeutieglljvalent can be expected in the FDA's
judgment to have equivalent clinical effect anddiféerence in their potential for adverse effectsew used under the approved condition
their approved labeling. Products with "A" ratirege generally substitutable for the innovator dsydoth in-hospital and retail pharmacies.
Many health insurance plans require automatic gulieh for "A" rated generic versions of produetben they are available, although
physicians may still prescribe the branded drugrfdividual patients. On rare occasions in the jpgeteric products were approved that were
not rated as therapeutically equivalent, and tipesducts were generally not substitutable at rgtagrmacies.

The timing of final FDA approval of a geitedrug for commercial distribution depends on dets of factors, including whether the
applicant challenges any listed patents for thg @nd/or its use and whether the manufacturereobthnded product is entitled to one or more
statutory periods of non-patent regulatory exclitsgivduring which the FDA is prohibited from acciyt or approving generic product
applications. For example, submission of an ANDAda@rug that was approved under an NDA as a n@midtal entity will be blocked for
five years after the pioneer's approval or for fgears after approval if the application includgseagraph 1V certification of non-infringement
or invalidity against a patent applicable to tharated drug. In certain circumstances, a regulawcjusivity period can extend beyond the life
of a patent, and thus block ANDAs from being apgaben or after the patent expiration date. For gapa three-year exclusivity period may
be granted for new indications, dosage forms, mafedministration, or strengths of previously mmed drugs, or for new uses, if approval of
such changes required the sponsor to conduct neiwatistudies. In addition, the FDA may extend ¢xelusivity of a product by six months
past the date of patent expiry

20




Table of Contents
or other regulatory exclusivity if the manufactuoedertakes studies on the effect of their pro@uchildren, a so-called pediatric exclusivity.

The brand manufacturer may seek to delgrevrent the approval of an ANDA by filing a Citiz@etition with the FDA. For example, a
Citizen Petition may request the FDA to rule thaetermination of "sameness" and/or therapeutiovatgnce for a particular ANDA is not
possible without extensive clinical testing, basadhe characteristics of the brand product. Bezagisitively few ANDAs for complex mixtu
drugs have been reviewed by FDA, such a petitiaidcsubstantially delay approval, or result in repproval, of an ANDA for a complex
mixture generic product. For example, Sanofi-Av&fited a citizen petition that argued that "sansstie€ould not be established by any
applicant filing an ANDA for a generic Lovenox dmetgrounds that Lovenox was too complex to be tnghity characterized. The FDA deni
Sanofi-Aventis petition in connection with the apyal of the ANDA for Enoxaparin Sodium Injectiorhd review of the citizen petition and
the preparation of the FDA response, however, waebkignificant legal and regulatory resources thay have extended the time for FDA
review and approval of the ANDA.

Patent Challenge Process Regarding AND

The Hatch-Waxman Act provides incentivasgeneric pharmaceutical manufacturers to challgragents on branded pharmaceutical
products and/or their methods of use, as well agt@lop products comprising non-infringing fornighe patented drugs. The Hatch-Waxmar
legislation places significant burdens on the ANfilér to ensure that such challenges are not faue) but also offers the opportunity for
significant financial reward if the challenge isassful.

If there is a patent listed for the brandedy in the FDA's Approved Drug Products with Tdmgutic Equivalence and Evaluations listing
or "Orange Book" at the time of submission of tHeDM, or at any time before the ANDA is approveck tieneric manufacturer's ANDA mt
include one of four types of patent certificatioitharespect to each listed patent. If the applicmatks approval to market the generic equivi
prior to the expiration of a listed patent, the ggncompany includes a certification asserting tha patent is invalid or unenforceable or will
not be infringed, a so-called "paragraph IV cegéifion.” Within 20 days after receiving notice froine FDA that its application is acceptable
for review, or immediately if the ANDA has been arded to include a paragraph IV certification after application was submitted to the
FDA, the generic applicant is required to sendaent owner and the holder of the NDA for the draame drug notice explaining why it
believes that the listed patents in question aralit, unenforceable or not infringed. If the padtbalder commences a patent infringement
lawsuit within 45 days of receipt of such notidee Hatch-Waxman Act provides for an automatic stayhe FDA's ability to grant final
approval of the ANDA for the generic product, gedlgrfor a period of 30 months. A 30-month stay ni@yshortened or lengthened by a cour
order if the district court finds that a party Haed to reasonably cooperate in expediting tH®macMoreover, the district court may, before
expiration of the stay, issue a preliminary injuostprohibiting the commercial sale of the gendrieg until the court rules on the issues of
validity, infringement, and enforceability. If thiéstrict court finds that the relevant patent igalid, unenforceable, or not infringed, such ruling
terminates the 30-month stay on the date of themaeht. If it is finally determined that the pat@&italid, enforceable, and infringed, approval
of the ANDA may not be granted prior to the expoatof the patent. In addition, if the challengedgnt expires during the 30-month period,
the FDA may grant final approval for the generiagifor marketing, if the FDA has determined that sipplication meets all technical and
regulatory requirements for approval and therenarether obstacles to approval.

In most cases, patent holders may onlyiolmae 30 month stay with respect to patents ligiele Orange Book. Specifically, for AND.
with paragraph IV certifications to a patent lisfedthe branded drug in the Orange Book on ordtegust 18, 2003, a single 3fenth stay i
available for litigation related to that patentyiflthe patent was submitted to the FDA beforedhte that the
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ANDA (excluding an amendment or supplement) wasstibd. In other words, 30-months stays are nggeied by later listed patents
submitted to the FDA on or after the date the AN&pplication was submitted. Because of this limitatin most cases ANDAs will be subji
to no more than one 30-month stay.

Under the Hatch-Waxman Act, the first ANRAplicant to have submitted a substantially conephNIDA that includes a paragraph IV
certification may be eligible to receive a 180-geyiod of generic market exclusivity during whit¢te tF-DA may not approve any other ANDA
for the same drug product. However, this exclugidibes not prevent the sponsor of the innovatag ¢ham selling an unbranded "authorized
generic" version of its own product during the X&0r exclusivity period. This period of market exsiliity may provide the patent challenger
with the opportunity to earn a return on the rigkdsen and its legal and development costs anditd itsimarket share before other generic
competitors can enter the market. Under the Hatelxidan Act, as amended by the Medicare Moderniza#irof 2003, or MMA, there are a
number of ways an applicant who has filed an ANDi&rathe date of the MMA may forfeit its 180-daychxsivity, including if the ANDA is
withdrawn or if the applicant fails to market itgduct within the specified statutory timeframeaghieve at least tentative approval within the
specified timeframe. In addition, for ANDASs filedter the MMA was enacted, it is possible for mdrart one ANDA applicant to be eligible
for 180-day exclusivity. This occurs when multipfiest" applicants submit substantially complete BNs with paragraph IV certifications on
the same day.

Biosimilars

With the enactment of federal healthcaferra legislation in March 2010, the BPCI was endatdich created a new abbreviated
approval pathway for biosimilars. The new abbredgtathway is codified in Section 351(k) of the RuHealth Service Act. Under
Section 351(k), the FDA must wait four years aétpproval of a product under a BLA before accepéiriding for a biosimilar version of the
brand product, and the FDA cannot approve a bidasinaersion of the brand product until 12 yeargmfhe brand product was approved undel
a BLA. In addition, the new legislation redefindsdlogic” versus "drug."” There is a ten year traosiperiod during which applicants can elec
regulation as a drug or biologic when applicatiarsfiled. For example, heparin-based products meay have the potential option of filing for
approval as either a drug or a biologic.

The new Section 351(k) pathway createsprimary regimes to encourage the development dfilmidars. First, it authorizes the FDA to
rely on the safety and efficacy of a brand biolagp@roved under a BLA to approve biosimilar produgtider the abbreviated pathway. Sec
it establishes a process for negotiation and ahearaf patents controlled by the brand biologic Bhdlder. The law defines a biosimilar
product as a biologic that:

. is "highly similar" to the brand product, nothstanding minor differences in clinically inactigemponents; and

. has no clinically meaningful differences frone thrand product in terms of safety, purity and poye
The new Section 351(k) pathway further defineskesstiof biosimilar products as "interchangeabl@hifapplicant can demonstrate that:

. the interchangeable biological product can be egpeim produce the same clinical result as thedbamlogic product in any
given patient; and

. if the product is administered more than onca patient, that the risk in terms of safety oridished efficacy of alternating or

switching between the use of the interchangealole®dic product and the brand biologic product isgneater than the risk of
using the brand biologic product without switching.
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The new Section 351(k) pathway statesdHzibsimilar product that is determined to be icib@ngeable may be substituted for the brand
biologic product without the intervention of a htbatare provider who prescribed the brand biolggaduct. The law states that the biosimilar
must be for the same indication as a the bran@giol involve the same mechanism of action andttfetmanufacturing facility meets the
standards necessary to assure that the produatheesto be safe, pure and potent. The types afttiat would ordinarily be required in an
application to show similarity would include:

. analytical data and studies to demonstrate chermsiicalarity;
. nonclinical studies (including toxicity studieshca
. clinical studies.

The FDA has the discretion to determine tiwvbeone or more of these elements are necesdagyi-IDA has not established final guidance
on proving similarity or in demonstrating interclgaability and applicants will need to develop ajpiate scientific evidence to support their
filings. In December 2011, the FDA released itgoosed biosimilar user fee program which includéseabased meeting process for
consultation between applicants and the FDA revigvdivision on biosimilar and interchangeable bjids applications under the new
approval pathway. It contemplates well-defined rimgistwhere the applicant can propose and submiytamahysicochemical and biologic
characterization data along with a proposed dewedoyt plan. The proposed development plan may hagduced scope of clinical
development based on the nature and extent otidn@cterization data. There are defined time psriodmeetings and written advice. In
February 2012, the FDA published draft guidanceuduents for the development and registration ofibidars and interchangeable biologics.
The draft guidance documents indicate that the Riliconsider the totality of the evidence develdfry an applicant in determining the
nature and extent of the development, nonclinindl @inical requirements for a biosimilar or inteangeable biologic product.

Upon filing an abbreviated application, gaent negotiation and clearance process is néggéJnder the provisions, an applicant and the
brand biologic company are required to share in&diom to seek to resolve any patent disputes. lariato share information or participate in
the process has defined consequences that ind¢iadeds of the right to seek patent clearance empiplicant's part and the loss of the right to
seek lost profits or injunctive relief for infringeent on the brand biologic patent right holderid.pehe process, if initiated by the applicant,
several stages, including defining which patents¢tude in a pre-approval litigation proceedingtiating litigation, notice 180 days prior to
launch of a biosimilar, the initiation of a secawdind of litigation relating to patents the partittd not include in the first round litigation, gnd
following approval, litigation on patents broughtthe brand biologic company or other patent haadeat involved in the prior patent process.

The new law is complex and is only begignio be interpreted and implemented by the FDAaAssult, its ultimate impact,
implementation and meaning will be subject to utaiety for years to come.

NDA and BLA Approval Processes for New Drugs andBigics

In the United States, the FDA regulategydrand biologics under the Federal Food, Drug,Gogimetic Act, and, in the case of biologics,
also under the Public Health Service Act, and imm@eting regulations. The steps required beforenaarebranded drug or biologic may be
marketed in the United States include:

. completion of nonclinical laboratory tests, nlimical studies and formulation studies under tlBEARS good laboratory practices;
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. submission to the FDA of an IND for human clinitadting, which must become effective before humimical trials may begi
and must include independent Institutional Revievai8l, or IRB, approval at each clinical site befine trial is initiated,;

. performance of adequate and well-controlled clinigals to establish the safety and efficacy & thvestigational drug product
for each indication or the safety, purity and poteaf the biological product for its intended indiion;

. completion of developmental chemistry, manuféantyiand controls activities and manufacture urmgrent Good
Manufacturing Practices, or cGMP;

. submission to the FDA of an NDA or BLA,;
. satisfactory completion of an FDA Advisory Commétteview, if applicable;

. satisfactory completion of an FDA inspection of thanufacturing facility or facilities at which tipeoduct is produced to assess
compliance with cGMPs and to assure that the feeslimethods and controls are adequate to pree\drug's identity,
strength, quality and purity or to meet standamsighed to ensure the biologic's continued safetsity and potency;

. satisfactory completion of FDA inspections ofubnical and or clinical testing sites; and

. FDA review and approval of the NDA or BLA.

Nonclinical tests include laboratory evdioas of product chemistry, toxicity and formulatjas well as nonclinical studies. An IND
sponsor must submit the results of the nonclirtiestis, together with manufacturing information andlytical and stability data, to the FDA as
part of the IND. An IND will automatically becoméective 30 days after receipt by the FDA unlesfpbe that time, the FDA raises concerns
or questions about issues such as the conduce dfitths as outlined in the IND. In that case, tiB sponsor and the FDA must resolve any
outstanding FDA concerns or questions before dirtitals can proceed. Submission of an IND mayrastilt in the FDA allowing clinical
trials to commence.

Clinical trials involve the administratiorf the investigational product to human subjectpatients in accordance with specific protocols
and under the supervision of qualified investigaioraccordance with good clinical practices, olRSCEach clinical trial protocol must be
submitted to the FDA as part of the IND, and an BBach site where the study is conducted mustagiprove the study. Clinical trials
typically are conducted in three sequential phaseisthe phases may overlap or be combined. Phagdslusually involve the initial
introduction of the investigational drug into hursda evaluate the product's safety, dosage tolerguiarmacokinetics and pharmacodynar
If feasible, Phase 1 studies also attempt to detrecearly indication of a drug's potential effeetiess. Phase 2 trials usually involve controlle
trials in a limited patient population to evaludtesage tolerance and appropriate dosage, idemtssilple adverse effects and safety risks and
evaluate the preliminary efficacy of the drug fpesific indications. Phase 3 trials usually tespacific hypothesis to evaluate clinical efficacy
and test further for safety in an expanded papepulation, to establish the overall benefit-riskationship of the product and to provide
adequate information for the labeling of the pradiébase 1, Phase 2 and Phase 3 testing may notrieted successfully within any
specified period, if at all. Furthermore, the FCa, IRB or a sponsor may suspend or terminate eliti@ls at any time on various grounds,
including a finding that the subjects or patientslaeing exposed to an unacceptable health risk FOA can also request that additional
clinical trials be conducted as a condition of protdapproval. Finally, sponsors are required tdiplybdisseminate information about ongoing
and completed clinical trials on a government wiebadministered by the National Institutes of Heattr NIH, and are subject to civil money
penalties and other civil and criminal sanctionsféiling to meet these obligations.
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Assuming successful completion of the regfliclinical testing, the results of the nonclihis@dies and of the clinical studies, together
with other detailed information, including inforn@t on the chemistry, manufacture and control efgihloduct, are submitted to the FDA in
form of an NDA or BLA requesting approval to markie¢ product for one or more indications. The FR&iews an NDA to determine, among
other things, whether a product is safe and effedtr its intended use and whether its manufaoguis cGMP-compliant to assure and
preserve the product's identity, strength, quality purity. The FDA reviews a BLA to determine, amp@ther things, whether the product is
safe, pure and potent and the facility in whicis inanufactured, processed, packed or held mestdasids designed to assure the product's
continued safety, purity and potency. The FDA nefyse to accept and review insufficiently compkbgbplications.

Before approving an NDA or BLA, the FDA ihspect the facility or the facilities at whiche product is manufactured. The FDA will
not approve the product unless it determines tteatrianufacturing processes and facilities are mptiance with cGMP requirements and
adequate to assure consistent production of thduptavithin required specifications. Additionallyefore approving an NDA or BLA, the FC
will typically inspect one or more clinical sites @assure compliance with GCPs. If the FDA detersithe application, manufacturing process
or manufacturing facilities are not acceptabl&yiit outline the deficiencies in the submission aftén will request additional testing or
information. Notwithstanding the submission of aaguested additional information, the FDA ultimgteiay decide that the application does
not satisfy the regulatory criteria for approval.

The testing and approval process requirbstantial time, effort and financial resources] aach may take several years to complete.
Moreover, after approval, some types of changélse@pproved product, such as adding new indicatimanufacturing changes and additic
labeling claims, are subject to further FDA reviamd approval of a new NDA or BLA, or NDA or BLA spipment, before the change can be
implemented.

Upon approval of a new drug or a new intiicabased under an NDA or a supplement to an Nb& holder of the approval receives the
benefit of protection from generic competition. discussed above, for example, the FDA must waéast four years before accepting a filing
for approval of a generic version of the brand piidinder an ANDA, and the FDA cannot approve agerversion of the brand product
under an ANDA until five years after the brand prodwas approved under the NDA. In addition, irtaercircumstances where a brand
product files additional data as outlined abovesfoiew indication or use of a brand based upondtieveal studies and receives an approval,
the FDA is similarly precluded from approving a gdn version of the brand product for such newdatdon or use until three years after the
new use or indication was approved by the brand.

The BPCI added new exclusivity provisiooslirand biologics along with the creation of a regproval pathway for biosimilars. Under
the law, the FDA must wait four years after appt@fa biologic under a BLA before accepting anijifor a biosimilar version of the brand
product, and the FDA cannot approve a biosimilasiea of the brand product until 12 years afterlihend product was approved under a
BLA. In addition, the new legislation redefines thefinition of biologic versus drug and, as a resashumber of products that were previously
regulated as drugs may now be regulated as biaoglere is a ten year transition period duringchl@pplicants can elect regulation as a dru
or as a bhiologic when applications are filed. Fareple, heparin based products may now have thieropt filing for approval as a biologic.
This could provide an applicant that elects regaitaas a biologic with the longer twelve year pdrad exclusivity protection as compared to
the five year period of exclusivity protection aggtigeneric drug competition.
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Pos-Approval Requirements

After regulatory approval of a product i#ained, we will be required to comply with a numbg&post-approval requirements. For
example, as a condition of approval of an NDA, BIAADA or Section 351(k) application, the FDA mayjuire post-marketing testing and
surveillance to further assess and monitor theymtslsafety or efficacy after commercializatiomyApost-approval regulatory obligations, anc
the cost of complying with such obligations, coealgand in the future.

In addition, holders of an approved NDA,BLANDA or Section 351(k) approval are requiredéport, among other things, certain
adverse reactions and production problems to th&, E®provide updated safety and efficacy informaatand to comply with requirements
concerning advertising and promotional labelingtfair products. Also, quality control and manuteittg procedures must continue to
conform to cGMP after approval. The FDA periodigatispects manufacturing facilities to assess c@anpé with cGMP, which imposes
extensive procedural, substantive and recordkeapipgirements. Accordingly, manufacturers must iooiet to expend time, money and effort
in the area of production and quality control taimt&in compliance with cGMP and other aspects glilaory compliance.

Discovery of problems with a product oldeé to comply with the applicable United Stateguieements at any time during the product
development process, approval process or afteogppmay subject an applicant to administrativgudicial sanctions. These sanctions could
include the imposition by the FDA or an IRB of inadal hold on or termination of studies, the FD£éfusal to approve pending application
supplements, license suspension or revocationdvethal of an approval, restriction on marketingrmniag letters, product recalls, product
seizures, total or partial suspension of produatiodistribution, injunctions, fines, civil penas or criminal prosecution. Also, new
government requirements may be established thdd clelay or prevent regulatory approval of our pretd under development.

Foreign Regulation

In addition to regulations in the Unitectes, we will be subject to a variety of foreiggukations governing clinical trials and commer:
sales and distribution of our products if and whenenter those markets. Whether or not we obtaiA &pproval for a product, we must obt
approval of a clinical trial application or proddmm the applicable regulatory authorities of fgrecountries before we can commence clir
trials or marketing of the product in those cowggriThe approval process varies from country tatguand the time may be longer or shorter
than that required for FDA approval. The requiretagoverning the conduct of clinical trials, protllicensing, pricing and reimbursement
vary greatly from country to country.

Under European Union regulatory systemsmag submit marketing authorizations either undeertralized or decentralized procedure.
The centralized procedure is mandatory for the @mdrof biotechnology products and many pharmacelfroducts and provides for the gr
of a single marketing authorization that is vabd &ll European Union member states. The decendlprocedure provides for mutual
recognition of national approval decisions andvigilable at the request of the applicant for praslticat are not subject to the centralized
procedure. Under this procedure, the holder oftmmal marketing authorization from one Europeanddmember state (the reference mer
state) may submit an application to the remainimger states. Generally, each member state degfdsker to recognize the reference
member state's approval in its own country.

Related Matters

From time to time, legislation is draftéstroduced and passed in Congress that could gignify change the statutory provisions
governing the approval, manufacturing and markesdingroducts regulated by the FDA or reimbursedeurdedicare by the Center for
Medicare Services. In addition,
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FDA regulations and guidance are often revisectimterpreted by the agency in ways that may sigguifily affect our business and our
products. It is impossible to predict whether l&gise changes will be enacted, or FDA regulatignsdance or interpretations changed, or
what the impact of such changes, if any, may be.

Hazardous Materials

Our research and development processebtvtire controlled use of certain hazardous mdseaiad chemicals, including radioactive
materials and equipment. We are subject to fedstate and local environmental, health and worlekafety laws and regulations governing
the use, manufacture, storage, handling and dispbsazardous materials and waste products. Wieotlexpect the cost of complying with
these laws and regulations to be material.

Competition

The development and commercialization afrpfaceutical products is highly competitive. Mariypor competitors already market or are
working to develop products similar to those wedgeeloping and have considerable experience idystadevelopment and in obtaining
regulatory approval to market pharmaceutical préslua addition, the development and commerciabrabf complex generics and biosimil
is inherently competitive as a result of existimgra competition at the time of product launch.t@iarof these companies have substantially
greater financial, marketing, research and devetoprand human resources than we do.

We believe that our ability to successfaiympete will depend on a humber of factors, inicigaur ability to successfully develop safe
and efficacious products, the timing and scopegfitatory approval of our products and those ofammpetitors, our ability to collaborate
with third parties, our ability to maintain favotalpatent protection for our products, our abitdyobtain market acceptance of our products
our ability to manufacture sufficient quantitiesafr products at commercially acceptable costs.

Our Enoxaparin Sodium Injection productefacompetition from Sanofi, the company currentirketing Lovenox, and faces competi
from other companies. In October 2011, throughuhorized third-party distributor, Sanofi-Avenisgan marketing its generic version of
Lovenox. In January 2012, Actavis and Amphastandaed their enoxaparin product. As a result, Sam@szowered its prices for our
Enoxaparin Sodium Injection product and has logketsshare. In addition, ANDAs have been submittethe FDA by Teva, Hospira, Inc.,
and other ANDAs or other regulatory applicationsyrhave been submitted or may be submitted in thedu

In addition, other anticoagulants usechimtreatment of DVT and ACS will compete with Enpagn Sodium Injection. These
competitive products include GlaxoSmithKline pleactor Xa inhibitor, Arixtra®, which is approvedtime prevention and treatment of severa
DVT indications, and other LMWH products. We arsgahware of other injectable and oral anticoaguangs in development for the
treatment of DVT, including next-generation LMWHsdaseveral oral Factor Xa or Factor lla inhibittrat are in clinical trials. The Factor Xa
inhibitors include Bristol-Myers Squibb Companysxaban (Eliquis®), which is approved in the Unit®gtes for the reduction of risk of
stroke and systemic embolism in patients with nalwar atrial fibrillation and rivaroxaban (Xare®), which is approved in the United Sta
for DVT prophylaxis and the reduction of risk ofate and systemic embolism in patients with nonavialr atrial fibrillation. Xarleto® is
marketed worldwide by Bayer AG and Johnson & JohrRBloarmaceutical Research & Development, L.L.C. Hé&or lla inhibitors in
development include dabigatran etexilate (Pradaxa®ich is currently approved to reduce the risktoble and systemic embolism in patie
with non-valvular atrial fibrillation and is beirfgrther developed by Boehringer Ingelheim GmbHDMT prophylaxis.
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In the event that we receive approval fiaarket and sell M356, a generic version of Copaxamewould face competition from a number
of sources, including branded Copaxone, which iketad worldwide by Teva Pharmaceutical Industtis, or Teva. In addition, Teva
announced its plans to submit a Supplemental NDihed=DA for marketing approval of a 3-times a wdeke of Copaxone. If Teva's
formulation is approved, this formulation would qoste with our M356 product, if approved. We coukbdace competition from other
companies if they receive marketing approval foregee versions of Copaxone. While there are no genersions of Copaxone approved by
the FDA to date, ANDASs have been submitted to thé by Mylan Inc. and Synthon BV & Synthon Pharmatieals, Inc., and other ANDAs
or other regulatory applications may have been sttibtinor may be submitted in the future. In additithere are other products that currently
compete with Copaxone in the United States. Thedade Rebif (interferon-beta-1a), which is co-pated by EMD Serono Inc., a subsidiary
of Merck Serono, a division of Merck KGaA, and Rfiznc. in the United States, and is marketed bycki&erono in the European Union;
Avonex (interferon beta-1a) and Tysabri (natalizbjnahich are both marketed worldwide by Biogen Itfex; Betaseron (interferon-beta-1b),
which is marketed by Bayer HealthCare Pharmacdatioa., the pharmaceuticals affiliate of Bayer &g Pharma AG, in the United States,
and is marketed under the name Betaferon by Bagteerihg Pharma, a division of Bayer AG, in the Ba@an Union; Extavia (interferon-Beta-
1b) and Gilenya™ (fingolimod), which are both maddeby Novartis Pharmaceuticals Corporation inUhéed States; Aubagio
(teriflunomide), which is marketed by Sanofi in tieited States; and Novantrone (mitoxantrone ff@dition concentrate), which is marketed
by EMD Serono, Inc. In addition to the marketeddarcts, a number of companies are working to devetyel drug products to treat multiple
sclerosis. For example, BG-12, developed by Bidden Inc., is an oral compound under regulatoryergvin US and EU and Genzyme
Corporation's Lemtrada (alemtuzumab), a once arinfidion compound for the treatment of relapsingtiple sclerosis, is under review by
both FDA and EMA.

With the approval of the new biosimilar anterchangeable biologic pathway under Sectior(l35df the Public Health Service Act, me
companies have announced their intention to devehalbcommercialize biosimilars. Amgen, Inc. hasoameed a collaboration with
Actavis, Inc., Biogen Idec Inc. has announced &botation with Samsung and companies such as 3aRfieer Inc., Hospira, Merck and
Teva have announced intentions to enter the bitaisibusiness. Many of these companies are signific larger than us, have substantially
greater financial resources and have significagtgxisting resources to devote to the biosimilaisiess. There has been substantial growth
recent years in the number of generic and pharnti@eéaompanies looking to develop biosimilars (irting potentially interchangeable)
versions of protein-based products. Biotechnolagy pharmaceutical companies also continue to irsigsificantly in better understanding
their own products or creating improved versionmafketed products.

Similarly, our discovery work in oncologgdes substantial competition from major pharmacaliéind other biotechnology companies
that are actively working on improved and noveldurcts.

The field of polysaccharides generally grewing field with increased competition. Howewitre capabilities of the field can generally be
segmented into those companies using polysacclsaaigltherapeutics, companies focused on enginearmgdifying polysaccharides,
including pegylation technologies, and companiesi$ed on analytics. Among those in analytics, veenat aware of others that have similar
capabilities for detailed chemical characterizattbesomplex polysaccharides. We believe Procogimaited's technology is largely focused on
analyzing proteins and their glycosylation. In didei, many major pharmaceutical and biotechnolagypganies such as Amgen Inc. and
Biogen Idec Inc. have successfully improved prosltictough sugar modification. Potential competiteith broad glycobiology capabilities
include Optimer Pharmaceuticals, Inc., Keryx Phamnéicals, Endotis Pharmaceuticals, Merck and Comgdac. and Pro-

Pharmaceuticals, Inc. as well as many privatet-sfapharmaceutical organizations. Many of thesamanies with polysaccharide capabilities
are

28




Table of Contents

focused on providing services to pharmaceuticalpames rather than focused on drug discovery aodiyat development.

Employees

We believe that our success will depenaitiyen our ability to identify, attract and retaiapable employees. As of December 31, 2012,
we had 247 employees, including 1 M.D. and 70 eygse who hold Ph.D. degrees. Our employees aneprasented by any collective
bargaining unit, and we believe our relations witin employees are good.

Financial Information about Segments and Geographi@reas

We have only one operating segment. SeelP#em 6 for financial information about thegseent. See also the section entitled "Seg!
Reporting" appearing in Note 2 to our consoliddtedncial statements for information about our segtrand for financial information about
geographic areas. The Notes to our consolidatesdial statements are contained in Part Il, Iteofi tBis Annual Report on Form 10-K.

Company Background and Securities Exchange Act Repis

We were incorporated in Delaware in May 20@der the name Mimeon, Inc. In September 200Z;haeged our name to Momenta
Pharmaceuticals, Inc. Our principal executive effiare located at 675 West Kendall Street, Caméyidlgssachusetts 02142, and our
telephone number is (617) 491-9700.

In this Annual Report on Form 10-K, themier'Momenta," "we," "us" "the Company" and "ourfaereto Momenta Pharmaceuticals, Inc.
and its subsidiary.

We are subject to the informational requieats of the Securities Exchange Act of 1934, asraled, or the Exchange Act, and,
accordingly, file reports, proxy statements andeothformation with the Securities and Exchange @ussion. Such reports, proxy statements
and other information can be read and copied aptifsic reference facilities maintained by the S&ms and Exchange Commission at the
Public Reference Room, 100 F Street, N.E., Roon®188shington, D.C. 20549. Information regarding diperation of the Public Reference
Room may be obtained by calling the Securitiesixchange Commission at 1-800-SEC-0330. The Seesidind Exchange Commission
maintains a web sitehtp://www.sec.gov ) that contains material regarding issuers thatdiectronically with the Securities and Exchange
Commission.

Our Internet addressviswv.momentapharma.com. We are not including the information contained on web site as a part of, or
incorporating it by reference into, this Annual Repon Form 10-K.

We make available free of charge on oursitelbur Annual Reports on Form 10-K, Quarterly &&pon Form 10-Q, Current Reports on
Form 8-K and amendments to those reports filediori$hed pursuant to Section 13(a) or 15(d) offkehange Act, as soon as reasonably
practicable after we electronically file such matewith, or furnish it to, the Securities and Eacige Commission.

Our logo, trademarks, and service markshagroperty of Momenta. Other trademarks or sermarks appearing in this Annual Report
on Form 10-K are the property of their respectioklbrs.
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Item 1A. RISK FACTORS

Investing in our stock involves a high degof risk. You should carefully consider the rigksl uncertainties and other important factors
described below in addition to other informationlirded or incorporated by reference in this AnrReport on Form 10-K before purchasing
our stock. If any of the following risks actuallgaur, our business, financial conditions or resoiteperations would likely suffer.

Risks Relating to Our Business
We have incurred a cumulative loss since inceptidinwe do not generate significant revenue, we nrat return to profitability.

We have incurred significant losses singeiaception in May 2001. At December 31, 2012, accumulated deficit was $162.1 million.
We may incur annual operating losses over the smxral years as we expand our drug commerciaizadievelopment and discovery efforts.
In addition, we must successfully develop and obtagulatory approval for our other drug candidaaesi effectively manufacture, market anc
sell any drugs we successfully develop. Accordingly may not generate significant revenue in tingéo term and, even if we do generate
significant revenue, we may never achieve long {prafitability.

To be profitable, we and our collaborafpagtners must succeed in developing and commaericigldrugs with significant market
potential. This will require us and our collabovatpartners to be successful in a range of chaligragtivities: developing product candidates;
obtaining regulatory approval for product candiddteough either existing or new regulatory appt@eathways; clearing allegedly infringing
patent rights; enforcing our patent rights; and afiacturing, distributing, marketing and selling guats. Our profitability will also be
dependent on the entry of competitive products Hrsmh, whether the entry is before or after thenlzh of our products. We may never succee
in these activities and may never generate revetha¢sire significant.

Our current product revenue is dependent on the tinoned successful manufacture and commercializatiohEnoxaparin Sodium Injectior

Our near-term ability to generate prodestenue, in large part, depends on the continueckesstul commercialization of Enoxaparin
Sodium Injection. This further depends, in large,pan Sandoz's continued ability to manufacture e@mmercialize the product, maintain
market share and compete with Lovenox brand comiquetis well as other generic competition.

Sandoz is facing increasing competition prnicing pressure from currently-approved geneoimipetitors, which has and will continue to
impact Sandoz net sales of Enoxaparin Sodium liejectvhich will therefore impact our product reventurthermore, other competitors may
in the future receive approval to market generimxaparin products which will further impact prodeevenue to us.

Under these circumstances, the resultingetgrice for our Enoxaparin Sodium Injection piotlhas decreased and may decrease fu
and we have lost market share and may continugstorharket share for Enoxaparin Sodium Injectidhof#this may further impact our
revenue from Enoxaparin Sodium Injection and, essalt, our business, including our near-term faialresults and our ability to fund future
discovery and development programs, may suffer.

As a result of the District Court ruling in the ongjng patent litigation with Teva, absent a Court Appeals decision in our favor, we mi
not be able to launch M3586, if approved by the FD#xtil September 2015.

In July 2012, the District Court issuedraf order and permanent injunction prohibiting &@mnand Mylan from infringing the Orange
Book patents and one non-Orange Book patent naif t
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expiration. The Orange Book patents expire in Mayf2and the non-Orange Book patent expires in §d@e2015. In addition, the
permanent injunction further restricts the FDA framaking the effective date of any final approvatle Sandoz or Mylan ANDA prior to the
expiration of the Orange Book patents. We filedtae of appeal in July 2012 of the decision to@weirt of Appeals for the Federal Circuit.

We and Sandoz intend to pursue this apgehdefend the other Copaxone-related litigatiamweler, if the decision is not reversed on
appeal, then the final approval and launch of M&&6not occur until expiration of the relevant pargghts, which could impair our ability to
commercialize M356 and our business could be naigharmed.

If our patent litigation against Amphastar or Tevielated to Enoxaparin Sodium Injection is not sucgsful, we may be liable for damage
In addition, third parties may be able to commerlizze a generic Lovenox product without risk of pateinfringement damages, and ot
business may be materially harmed.

If we are not successful in the patengdition against Amphastar and Actavis and do nateseat in obtaining injunctive relief or damages.
the reduction in our revenue stream will be permaaed our ability to fund future discovery and elepment programs may suffer.
Furthermore, in the event that we are not succksséppealing the CAFC decision and we lose thee déa the District Court, and Amphastar
and Actavis are able to prove they suffered damagesresult of the preliminary injunction haviregh in effect, then we could be liable for
such damages for up to $35 million of the secur@pnd. This amount may be increased if Amphastarfatavis are successful in their motion
to increase the amount of the security bond.

In addition, if we are not successful ie fiatent case against Teva and do not succeedaimioly injunctive relief, or damages for our |
profits due to infringing sales, and if Teva reesivmarketing approval, it will be able to commdizéa generic Lovenox. Under these
circumstances, the resulting market price for aumaparin Sodium Injection product may be lower asedmay lose significant market share
for Enoxaparin Sodium Injection. Consequently, mwenue would be reduced and our business, ingumlin near-term financial results and
our ability to fund future discovery and developmprograms, may suffer.

If efforts by manufacturers of branded products tielay or limit the use of generics or biosimilarseasuccessful, our sales of generic a
biosimilar products may suffer.

Many manufacturers of branded products aeeasingly used legislative, regulatory and ptheans to delay regulatory approval and
competition from manufacturers of generic drugs emuld be expected to use similar tactics to detaypetition from biosimilars. These
efforts have included:

. settling patent lawsuits with generic companiesulting in such patents remaining an obstaclgéneric approval by others;

. settling paragraph IV patent litigation with g@eic companies to prevent the expiration of the-d&p generic marketing
exclusivity period or to delay the triggering otthuexclusivity period;

. submitting Citizen Petitions to request the FDA @aissioner to take administrative action with resgegrospective and
submitted generic drug applications;

. appealing denials of Citizen Petitions in Unif&dtes federal district courts and seeking injueatelief to reverse approval of
generic drug applications;

. conducting medical education with physiciang;gra and regulators that claim that generic praglaot too complex for generic
approval,

. seeking state law restrictions on the substitutibgeneric and biosimilar products at the pharmaitiiout the intervention of a
physician;
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. seeking federal or state regulatory restrictionshenuse of the same non-proprietary name as teeeree brand product for a
biosimilar or interchangeable biologic;

. seeking changes to the United States Pharmaca@peiagustry recognized compilation of drug standard

. pursuing new patents for existing products acpsses which could extend patent protection farmaber of years or otherwise
delay the launch of generic drugs; and

. attaching special patent extension amendmentar&lated federal legislation.

The FDA's practice is to rule within 180/dan Citizen Petitions that seek to prevent apgrofzan ANDA if the petition was filed after
the Medicare Prescription Drug Improvement and Moitation Act of 2003, or MMA.. If, at the end ofel.80-day period, the ANDA is not
ready for approval or rejection, then the FDA hgsdally denied and dismissed the petition withacting on the petition. Teva
Neuroscience, Inc. has filed several Citizen Retitiregarding M356, all of which have been denieldismissed. However, Teva may see
file future petitions and may also seek reversdhefdenial of a Citizen Petition in federal co@ther third parties may also file Citizen
Petitions requesting that the FDA adopt specifisrapal standards for generic products. If the FDangs future Citizen Petitions, we and
Sandoz may be delayed in obtaining, or potentiafigble to obtain, approval of the ANDA for M356 wtiwould materially harm our
business.

Further, some manufacturers of brandedymschave engaged in state-by-state initiativesaet legislation that restricts the substitution
of some branded drugs with generic drugs. If trefferts to delay or block competition are successfie may be unable to sell our generic
products, which could have a material adverse effieour sales and profitability.

If other generic versions of our product candidatéacluding M356, are approved and successfully aoercialized, our business wou
suffer.

We expect that certain of our product cdatiis may face intense and increasing competitn 6ther manufacturers of generic and/or
branded products. For example, in September 209frivannounced that the FDA had accepted for filis\NDA for generic Copaxone and
in 2011 Synthon announced that it submitted an AND#he FDA for a generic Copaxone. Furthermoreyaasnts for branded products and
related exclusivity periods expire, manufacturdrgemeric products may receive regulatory apprémagieneric equivalents and may be able t
achieve significant market penetration. As thisgeays, or as branded manufacturers launch authayeeeric versions of such products,
market share, revenues and gross profit typicablide, in some cases, dramatically. If any of gemeric product offerings, including M356,
enter markets with a number of competitors, we matyachieve significant market share, revenuesassgprofit. In addition, as other generic
products are introduced to the markets in whictpasicipate, the market share, revenues and gro$s @f our generic products could decli

If the market for a reference brand product, sucls £&opaxone, significantly declines, sales or potehsales of our generic and biosimilal
product and product candidates may suffer and owsiness would be materially impacte

Competition in the biotechnology industyintense. Brand name products face competitiomuomerous fronts as technological advance:
are made or new products are introduced. As nedygts are approved that compete with the referbraned product to our generic product
and generic or biosimilar product candidates, ag@opaxone, sales of the reference brand prothastde significantly and adversely
impacted and may render the reference brand pradisciete. In addition, brand companies may pulisaeycle management strategies that
also impact our generic products.
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We anticipate current injectable treatmeotmmonly used to treat multiple sclerosis, inahgdCopaxone, to experience competition from
a number of novel drug products, including oraldipées. These novel drugs may offer patients a mameenient form of administration than
Copaxone and may provide increased efficacy. litiadd in anticipation of increasing competitionevia announced its plans to submit a
Supplemental NDA to the FDA for marketing approogh 3-times a week dose of Copaxone. If Tevalmitation is approved, this
formulation would compete with our M356 productagproved.

If the market for the reference brand paidsiimpacted, we in turn may lose significant kedishare or market potential for our generi
biosimilar products and product candidates, and/éthee for our generic or biosimilar pipeline coble negatively impacted. As a result, our
business, including our financial results and dailit to fund future discovery and developmentgnams, would suffer.

If the raw materials, including unfractionated hepan, or UFH, used in our products become difficutd obtain, significantly increase il
cost or become unavailable, we may be unable tadpee our products and this would have a materiavadse impact on our business.

We and our collaborative partners and vesdbtain certain raw materials, including UFH nfrsuppliers who in turn source the matel
from other countries, including four suppliers ihi@a. In 2008, due to the occurrence of adversatevassociated with the use of UFH, there
were global recalls of UFH products, including e tUnited States, putting our supply chain at iB&sed on investigation by the FDA into
those adverse events, the FDA identified a hediéeneontaminant in the implicated UFH products aedommended that manufacturers and
suppliers of UFH use additional tests to screein theH active pharmaceutical ingredient. We and @altaborative partner worked with the
appropriate regulatory authorities to documenttandemonstrate that our testing standards meetaged all requirements for testing and
screening the supply of UFH active pharmaceutiogi@dient. The FDA and other authorities have plaoed restrictions on the import of
some raw materials from China, and may in the uplace additional restrictions and testing regqu@ets on the use of raw materials,
including UFH, in products intended for sale in thaited States. As a result, the raw materialduging UFH, used in our products may
become difficult to obtain, significantly increaisecost, or become unavailable to us. If any os#éevents occur, we and our collaborative
partners may be unable to produce our productsfiitient quantities to meet the requirements fer tommercial launch or demand for the
product, which would have a material adverse impaabur business.

If we or our collaborative partners and other thirgarties are unable to satisfy FDA quality standardnd related regulatory requirement
experience manufacturing difficulties or are unabk® manufacture sufficient quantities of our prodis or product candidates, our
development and commercialization efforts may betenally harmed.

We have limited personnel with experienteand we do not own facilities for, manufacturany products. We depend upon our
collaborative partners and other third partiesrtvigle raw materials meeting FDA quality standaadd related regulatory requirements,
manufacture the drug substance, produce the fiogl product and provide certain analytical serviwéh respect to our products and product
candidates, including Enoxaparin Sodium InjectMg, our collaborative partners or our third-pamyitactors may have difficulty meeting
FDA manufacturing requirements, including, but limited to, reproducibility, validation and scal@;tand continued compliance with current
good manufacturing practices requirements. In addievents such as the contamination of UFH mas laa adverse impact on the supply of
starting or raw materials for some of our prodaetd product candidates, and we, our collaboratr&nprs or our third-party contractors may
have difficulty producing products in the quanstigecessary to meet FDA requirements or meet pated market demand. If we, our
collaborative partners or our third-party manufaets or suppliers are unable to
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satisfy the FDA manufacturing requirements for products and product candidates, or are unableottupe our products in sufficient
guantities to meet the requirements for the lawfdhe product or to meet market demand, our rezemd gross margins could be adversely
affected, and could have a material adverse impaour business.

Competition in the biotechnology and pharmaceutidatiustries is intense, and if we are unable to qoete effectively, our financial results
will suffer.

The markets in which we intend to competeumndergoing, and are expected to continue torgodeapid and significant technological
change. We expect competition to intensify as teldgical advances are made or new biotechnologgymts are introduced. New
developments by competitors may render our cuoefuture product candidates and/or technologiescmmnpetitive, obsolete or not
economical. Our competitors' products may be mffireaeious or marketed and sold more effectivelgrttany of our products.

Many of our competitors have:

. significantly greater financial, technical and hurmasources than we have at every stage of thewdisg, development,
manufacturing and commercialization process;

. more extensive experience in commercializing gergnigs, conducting nonclinical studies, conductilgjcal trials, obtaining
regulatory approvals, challenging patents and nsotufing and marketing pharmaceutical products;

. products that have been approved or are irstatges of development; and

. collaborative arrangements in our target marketis leading companies and/or research institigtion

If we successfully develop and obtain appldor our drug candidates, we will face competitbased on many different factors,
including:

. the safety and effectiveness of our products;

. with regard to our generic or biosimilar produahdidates, the differential availability of cliai data and experience;
. the timing and scope of regulatory approvalstiiese products and regulatory opposition to angyct approvals;

. the availability and cost of manufacturing, metikg, distribution and sales capabilities;

. the effectiveness of our marketing, distributaord sales capabilities;

. the price of our products;

. the availability and amount of third-party reimbemsent for our products; and

. the strength of our patent position.

Our competitors may develop or commerogapiroducts with significant advantages in regardry of these factors. Our competitors ma
therefore be more successful in commercializing vducts than we are, which could adverselyaffeir competitive position and business.

If we or our collaborators are unable to establistnd maintain key customer distribution arrangementales of our products, and therefo
revenue, would decline.

Generic pharmaceutical products are solulih various channels, including retail, mail ar@ad to hospitals through group purchasing
organizations, or GPOs. As Enoxaparin Sodium Iigads
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primarily a hospital-based product, a large pemgabf the revenue for Enoxaparin Sodium Injecisaterived through contracts with GPOs.
Currently, a relatively small number of GPOs coh&rsubstantial portion of generic pharmaceutiaddsto hospital customers. In order to
establish and maintain contracts with these GP@%ealieve that we, in collaboration with Sando4| méed to maintain adequate drug
supplies, remain price competitive, comply with Fisyulations and provide high-quality products. BfOs with whom we or our
collaborators have established contracts may ase telationships with our competitors and maydietd contract for or otherwise prefer
products other than ours, limiting access of EnaxiapSodium Injection to certain hospital segme@ist sales could also be negatively
affected by any rebates, discounts or fees thategugred by our customers, including the GPOs, ledalers, distributors, retail chains or mail
order services, to gain and retain market acceptéorour products. We anticipate that M356 willdgrenarily distributed through retail
channels and mail order services. If we or ouratmitators are unable to establish and maintaintision arrangements with all of these
customers, sales of our products, our revenue angrofits would suffer.

Even if we receive approval to market our produeinclidates, the market may not be receptive to oaduct candidates upon the
commercial introduction, which could adversely affeour ability to generate sufficient revenue froproduct sales to maintain or grow our
business.

Even if our product candidates are sucodgdeveloped and approved for marketing, our sgs@and growth will also depend upon the
acceptance of our products by patients, physi@adisthird-party payors. Acceptance of our produglisbe a function of our products being
clinically useful, being cost effective and demeoatihg superior therapeutic effect with an accelptaltle effect profile as compared to existing
or future treatments. In addition, even if our prod achieve market acceptance, we may not ba@bbaintain that market acceptance over
time.

Factors that we believe will materiallyedf market acceptance of our product candidatesrudelelopment include:

. the timing of our receipt of any marketing appreyahe terms of any approval and the countrieshithvapprovals are obtaine
. the safety, efficacy and ease of administratibour products;

. the competitive pricing of our products;

. physician confidence in the safety and efficatgomplex generic products or biosimilars;

. the success and extent of our physician educatidmearketing programs;

. the clinical, medical affairs, sales, distributiamd marketing efforts of competitors; and

. the availability and amount of government and tiadty payor reimbursement.

If our products do not achieve market ataege, we will not be able to generate sufficienenue from product sales to maintain or grow
our business.

We will require substantial funds and may requir@ditional capital to execute our business plan arnidadditional capital is not available,
we may need to limit, scale back or cease our ofiers.

As of December 31, 2012, we had cash, egalvalents and marketable securities totaling $8#tllion. For the year ended
December 31, 2012, we had a net loss of $58.6amilind cash provided by operating activities 00$8illion. We will continue to require
substantial funds to conduct research and developmpecess development, manufacturing, noncliniesting and clinical trials of our prodi
candidates, as well as funds necessary to manuéaatal market products that are approved for corialesale. Because successful
development of our drug candidates is uncertain, we
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are unable to estimate the actual funds we williiregto complete research and development and coomtize our products under
development. Our future capital requirements may dapending on the following:

. the level of sales of Enoxaparin Sodium Injection;
. a final decision, after appeal, is issued in fasofeva in its patent infringement litigation mag@against us;
. the advancement of our product candidates and dtherlopment programs, including the timing andso$ obtaining

regulatory approvals;

. the advancement of our biosimilar product candglated receipt of license and milestone paymentsrumar Baxter Agreemel
. the timing of FDA approval of the products of oompetitors;
. the cost of litigation, including with AmphastarcaActavis relating to enoxaparin, that is not othise covered by our

collaboration agreement, or potential patent litmawith others, as well as any damages, inclugiossibly treble damages, tl
may be owed to third parties should we be unsufdaassuch litigation;

. the ability to enter into strategic collaboratsp

. the continued progress in our research and dpaednt programs, including completion of our namchl studies and clinical
trials;

. the potential acquisition and in-licensing of otteshnologies, products or assets; and

. the cost of manufacturing, marketing and salevisies, if any.

We expect to finance our current progrant @anned operating requirements principally tfoour current cash, cash equivalents and
marketable securities. We believe that these fwiliibe sufficient to meet our operating requirertgethrough at least 2015. We may seek
additional funding in the future and intend to datlsrough collaborative arrangements and publigrimate equity and debt financings or from
other sources. Any additional capital raised thiotige sale of equity may dilute existing investpes’centage ownership of our common stock
Capital raised through debt financing would requise¢o make periodic interest payments and may s@jpotentially restrictive covenants on
the conduct of our business. Additional funds malybe available to us on acceptable terms or alredlddition, the terms of any financing
may adversely affect the holdings or the rightswfstockholders. If we are unable to obtain fugdin a timely basis, we may be required to
significantly curtail one or more of our researcldevelopment programs. We also could be requoesbék funds through arrangements with
collaborators or others that may require us tagglish rights to some of our technologies, prodacididates or products which we would
otherwise pursue on our own.

If we are not able to retain our current managemetgiam or attract and retain qualified scientificethnical and business personnel, o
business will suffer.

We are dependent on the members of our gesment team for our business success. Our empldyam@amgements with our executive
officers are terminable by either party on shottagor no notice. We do not carry life insurancettoe lives of any of our personnel. The loss
of any of our executive officers would result isignificant loss in the knowledge and experieneg We, as an organization, possess and cou
cause significant delays, or outright failure,lie levelopment and approval of our product cane&ladh addition, there is intense competition
from numerous pharmaceutical and biotechnology @omgs, universities, governmental entities andratsearch institutions, for human
resources, including management, in the techniells in which we operate,
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and we may not be able to attract and retain dedlgersonnel necessary for the successful developand commercialization of our product
candidates.

There is a substantial risk of product liability &ims in our business. If our existing product lidlity insurance is insufficient, a product
liability claim against us that exceeds the amowftour insurance coverage could adversely affect buisiness.

Our business exposes us to significantriateproduct liability risks that are inherentthre development, manufacturing and marketing c
human therapeutic products. Product liability claicould delay or prevent completion of our develeptiprograms. If we succeed in
marketing products, such claims could result ieaall of our products or a change in the appromditations for which they may be used.
While we currently maintain product liability insurce coverage that we believe is adequate forwuent operations, we cannot be sure that
such coverage will be adequate to cover any intideall incidents. Furthermore, clinical trial apbduct liability insurance is becoming
increasingly expensive. As a result, we may be lgnabmaintain sufficient insurance at a reasonab# to protect us against losses that coul
have a material adverse effect on our businesseTlabilities could prevent or interfere with qaroduct development and commercialization
efforts.

As we evolve from a company primarily involved irud discovery and development into one that is alseolved in the commercialization
pharmaceutical products, we may have difficulty neging our growth and expanding our operations susséully.

As we advance our product candidates thHrdhg development process, we will need to expamalevelopment, regulatory,
manufacturing, quality, distribution, sales and keéing capabilities or contract with other orgatias to provide these capabilities for us. As
our operations expand, we expect that we will feadanage additional relationships with varioudatmrative partners, suppliers and other
organizations. Our ability to manage our operatiammd growth requires us to continue to improveaparational, financial and management
controls, reporting systems and procedures. Fanpka some jurisdictions, such as the District ofutnbia, have imposed licensing
requirements for sales representatives. In additi@District of Columbia and the CommonwealtiMafssachusetts, as well as the Federal
government by way of the Sunshine Act provisionthefPatient Protection and Affordable Care Ac2@10, have established reporting
requirements that would require public reportingoisulting and research fees to health care fmiofesls. Because the reporting requirem
vary in each jurisdiction, compliance will be compland expensive and may create barriers to egtrencommercialization phase. The need
to build new systems as part of our growth coulttela strain on our administrative and operatiorigdstructure. We may not be able to make
improvements to our management information androbaystems in an efficient or timely manner and/rdiscover deficiencies in existing
systems and controls. Such requirements may alsadhour opportunities to collaborate with physisiat academic research centers as new
restrictions on academic-industry relationshipsparein place. In the past, collaborations betwaeademia and industry have led to important
new innovations, but the new laws may have an effet¢hese activities. While we cannot predict vaeetany legislative or regulatory changes
will have negative or positive effects, they coblre a material adverse effect on our businesandial condition and potential profitability.
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We may acquire or make investments in companieseghnologies that could have an adverse effect om lousiness, results of operations
and financial condition or cash flows.

We may acquire or invest in companies, potgland technologies. Such transactions involvemaber of risks, including:

. we may find that the acquired company or assets doefurther our business strategy, or that wepaid for the company or
assets, or that economic conditions change, alhi¢h may generate a future impairment charge;

. difficulty integrating the operations and personoiethe acquired business, and difficulty retainiihg key personnel of the
acquired business;

. difficulty incorporating the acquired technolegj

. difficulties or failures with the performance thie acquired technologies or drug products;

. we may face product liability risks associated with sale of the acquired company's products;

. disruption or diversion of management's attentiptransition or integration issues and the compyead managing diverse
locations;

. difficulty maintaining uniform standards, interrantrols, procedures and policies;

. the acquisition may result in litigation from termated employees or third parties; and

. we may experience significant problems or liéie# associated with product quality, technologd &egal contingencies.

These factors could have a material advefifset on our business, results of operationsfimashcial condition or cash flows, particularly
in the case of a larger acquisition or multiplewsigions in a short period of time. From time itné¢, we may enter into negotiations for
acquisitions that are not ultimately consummatethSiegotiations could result in significant divensof management time, as well as out-of-
pocket costs.

The consideration paid in connection withaaquisition also affects our financial resulfsvé were to proceed with one or more
significant acquisitions in which the consideratinoluded cash, we could be required to use a antiat portion of our available cash to
consummate any acquisition. To the extent we ishaees of stock or other rights to purchase siockyding options or other rights, existing
stockholders may be diluted and earnings per shasedecrease. In addition, acquisitions may resulie incurrence of debt, large one-time
write-offs and restructuring charges. They may aéswilt in goodwill and other intangible assets #ra subject to impairment tests, which
could result in future impairment charges.

Risks Relating to Development and Regulatory Approal

If we are not able to obtain regulatory approvalrfoommercial sale of our generic product candidatd356, as a therapeutic equivalent
Copaxone, our future results of operations will belversely affected.

Our future results of operations depend significant degree on our ability to obtain regaty approval for and commercialize M356.
will be required to demonstrate to the satisfactbthe FDA, among other things, that M356:

. contains the same active ingredients as Copaxone;

. is of the same dosage form, strength and routdmfrastration as Copaxone, and has the same lgpbadithe approved labeling
for Copaxone, with certain exceptions; and
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. meets compendial or other applicable standardstfength, quality, purity and identity, includingtpncy.

In addition, approval of a generic prodgeterally requires demonstrating that the genetig & bioequivalent to the reference listed «
upon which it is based, meaning that there ardgrificant differences with respect to the rate amtent to which the active ingredients are
absorbed and become available at the site of drtigna However, the FDA may or may not waive thguieements for certain bioequivalence
data (including clinical data) for certain drug guats, including injectable solutions that haverbglgown to contain the same active and
inactive ingredients in the same concentratiorhaséference listed drug.

Determination of therapeutic equivalenc®866 to Copaxone will be based, in part, on oundestration of the chemical equivalence of
our versions to their respective reference listedysl. The FDA may not agree that we have adequetelsacterized M356 or that M356 and
Copaxone are chemical equivalents. In that casd-EA may require additional information, includingnclinical or clinical test results, to
determine therapeutic equivalence or to confirnt #my inactive ingredients or impurities do not guomise the product's safety and efficacy.
Provision of sufficient information for approval gnbe difficult, expensive and lengthy. We cannadict whether M356 will receive FDA
approval as therapeutically equivalent to Copaxone.

In the event that the FDA modifies its euntrstandards for therapeutic equivalence withaetsfp generic versions of Copaxone, or
requires us to conduct clinical trials or completieer lengthy procedures, the commercializatioM8566 could be delayed or prevented or
become more expensive. In addition, FDA is curgeptbhibited from granting final marketing approwaitil May 2014 as a result of ongoing
patent litigation. Delays in any part of the praces our inability to obtain regulatory approvat fd356 could adversely affect our operating
results by restricting or significantly delayingrantroduction of M356.

Although health care reform legislation that estaslhes a regulatory pathway for the approval by thBA of biosimilars has been enacte
the standards for determining similarity or inter@mgeability for biosimilars are only just being inlgmented by the FDA. Therefore,
substantial uncertainty remains about the potentialue our proprietary technology platform can offéo biosimilars developmer
programs.

The regulatory climate in the United Stdtesollow-on versions of biologic and complex pem products remains uncertain, even
following the recent enactment of legislation eBshling a regulatory pathway for the approval afddinilars. The new pathway contemplates
approval of two categories of follow-on biologicopucts: (1) biosimilar products, which are highiyitar to the existing brand product,
notwithstanding minor differences in clinically cteve components, and for which there are no dilhfaneaningful differences from the bra
product and (2) interchangeable biologic produetsch in addition to being biosimilar can be exgetto produce the same clinical result in
any given patient without an increase in risk duswitching from the brand product. Only intercheaigie biosimilar products would be
considered interchangeable at the retail pharmaasl.| The new legislation authorizes but does eqtire the FDA to establish standards or
criteria for determining biosimilarity and interafgeability, and also authorizes the FDA to uséidsretion to determine the nature and exten
of product characterization, nonclinical testingl atinical testing on a product-by-product basisr @mpetitive advantage in this area will
depend on our success in demonstrating to the FRRour analytics, biocharacterization and proégigineering platform technology provides
a level of scientific assurance that facilitatetedminations of interchangeability, reduces thedrfee expensive clinical or other testing, and
raises the scientific quality requirements for competitors to demonstrate that their productaykly similar to a brand product. Our ability
to succeed will depend in part on our ability tegst in new programs and develop data in a timefrérat enables the FDA to consider our
approach as the agency begins to implement thdavewn addition, the FDA will likely require sigiitant new resources and expertise to
review biosimilar
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applications, and the timeliness of the review apgroval of our future applications could be adelraffected if there were a decline or even
limited growth in FDA funding; particularly if th€ongress does not reach consensus on a fiscalf@@é@l budget and FDA funding is
sequestered under the current budget compromise.

The new regulatory pathway also createsnalrer of additional obstacles to the approval anddh of biosimilar and interchangeable
products, including:

. an obligation of the applicant to share, in ad&fice, the information in its abbreviated pathwapplication with the brand
company's and patent owner's counsel as a conditiosing the new patent clearance process;

. the inclusion of multiple potential patent rightsthe patent clearance process; and

. a grant to each brand company of 12 years of markekclusivity following the brand approval.

Furthermore, the new regulatory pathwawpta® the risk that the brand company, during ityd& marketing exclusivity period, will
develop and replace its product with a non-sulistie or modified product that may also qualify for additional 12-year marketing
exclusivity period, reducing the opportunity foibstitution at the retail pharmacy level for intemolgeable biosimilars Finally, the new
legislation also creates the risk that, as bramtbémsimilar companies gain experience with the negulatory pathway, subsequent FDA
determinations or court rulings could create addail areas for potential disputes and resultingydein biosimilars approval.

In addition, there is reconsideration aagidlative debate that could lead to the repeahmendment of the new healthcare legislation. If
the legislation is significantly amended or is r@led with respect to the biosimilar approval patawar opportunity to develop biosimilars
(including interchangeable biologics) could be matly impaired and our business could be materiafid adversely affected.

Even if we are able to obtain regulatory approvakfour generic and interchangeable biologic produzandidates as therapeutical
equivalent or interchangeable, state pharmacy baaa agencies may conclude that our products are sigbstitutable at the pharmacy le\
for the reference listed drug. If our generic orfarchangeable biologic products are not substitualat the pharmacy level for the
reference listed drugs, this could materially redrsales of our products and our business would suff

Although the FDA may determine that a genproduct is therapeutically equivalent to a brangduct and provide it with an "A" rating
the FDA's Orange Book, this designation is not isigabn state pharmacy boards or agencies. As #,ressatates that do not deem our produc
candidates therapeutically equivalent, physiciaiisoe required to specifically prescribe a gengmioduct alternative rather than have a rot
substitution at the pharmacy level for the presatibrand product. Should this occur with respecin® of our generic product candidates, it
could materially reduce sales in those states wivimhld substantially harm our business.

While a designation of interchangeabil#yaifinding by the FDA that a biosimilar can bestiibted at the pharmacy without physician
intervention or prescription, brand pharmaceuticahpanies are lobbying state legislatures to gutagician prescription requirements, or in
the absence of a prescription, physician and patietification requirements, special labeling regmients and alternative naming requirement
which if enacted could create barriers to substituind adoption rates of interchangeable biologg&cwell as biosimilars. Should this occur
with respect to one of our biosimilars or interchaable biologic product candidates, it could matlyrireduce sales in those states which w
substantially harm our business.
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If our nonclinical studies and clinical trials forour development candidates, including M402, are isoiccessful, we will not be able to obti
regulatory approval for commercial sale of our ndva improved drug candidates.

To obtain regulatory approval for the comaied sale of our novel product candidates, weraggiired to demonstrate through nonclinical
studies and clinical trials that our drug developtreandidates are safe and effective. Nonclinitaliss and clinical trials of new development
candidates are lengthy and expensive and the ieskdailure rate for development candidates ihig

A failure of one or more of our nonclinictudies or clinical trials can occur at any stafyesting. We may experience numerous
unforeseen events during, or as a result of, noigali studies and clinical trials that could detayprevent our ability to receive regulatory
approval or commercialize M402 or our other drugdidates, including:

. regulators or institutional review boards may naharize us to commence a clinical trial or condactinical trial at a
prospective trial site;

. our nonclinical studies or clinical trials may ptm@ negative or inconclusive results, and we maieqaired to conduct
additional nonclinical studies or clinical trialswwe may abandon projects that we previously exqoktti be promising;

. enrollment in our clinical trials may be slowthan we anticipate, resulting in significant deleatsd participants may drop out of
our clinical trials at a higher rate than we aipiite;

. we might have to suspend or terminate our clirticals if the participants are being exposed toceeatable health risks;

. regulators or institutional review boards may regthat we hold, suspend or terminate clinicalaesefor various reasons,
including noncompliance with regulatory requirenseat if, in their opinion, participants are beingesed to unacceptable
health risks;

. the cost of our clinical trials may be greateart we anticipate;

. the effects of our drug candidates may not kedifsired effects or may include undesirable di@ets or our product candidates

may have other unexpected characteristics; and

. we may decide to modify or expand the clinicallérize are undertaking if new agents are introdweleidh influence current
standard of care and medical practice, warrantireyision to our clinical development plan.

The results from nonclinical studies ofewelopment candidate may not predict the resudtiswiill be obtained in human clinical trials. If
we are required by regulatory authorities to con@wailitional clinical trials or other testing of 2 or our other product candidates that we di
not anticipate, if we are unable to successfulipplete our clinical trials or other tests, or iétresults of these trials are not positive or aulg
modestly positive, we may be delayed in obtainiragkating approval for our drug candidates or we matybe able to obtain marketing
approval at all. Our product development costs alfib increase if we experience delays in testimapprovals. Significant clinical trial delays
could allow our competitors to bring products torked before we do and impair our ability to comniglize our products or potential produc
If any of these events occur, our business wilinaterially harmed.

Failure to obtain regulatory approval in foreign jusdictions would prevent us from marketing our pilacts abroad.

We intend in the future to market our pradyif approved, outside of the United Stateegitlirectly or through collaborative partners
order to market our products in the European Uaiath many other foreign jurisdictions, we must abt@parate regulatory approvals and
comply with the
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numerous and varying regulatory requirements ol gagsdiction. The approval procedure and requasta vary among countries, and can
require, among other things, conducting additidesting in each jurisdiction. The time requiredhtain approval abroad may differ from that
required to obtain FDA approval. The foreign retuta approval process may include all of the rigksociated with obtaining FDA approval,
and we may not obtain foreign regulatory approeals timely basis, if at all. Approval by the FDAea$ not ensure approval by regulatory
authorities in other countries, and approval by fmmeign regulatory authority does not ensure apalrby regulatory authorities in any other
foreign country or by the FDA. We and our collaliora may not be able to file for regulatory apptevand may not receive necessary
approvals to commercialize our products in any readktside of the United States. The failure t@aobthese approvals could materially
adversely affect our business, financial conditamj results of operations.

Even if we obtain regulatory approvals, our marketproducts will be subject to ongoing regulatoryiew. If we fail to comply witf
continuing United States and foreign regulationseveould lose our approvals to market products andg business would be seriously
harmed.

Even after approval, any drugs or biologmraducts we develop will be subject to ongoingulatory review, including the review of
clinical results which are reported after our pratdiare made commercially available. Any regulatggrovals that we obtain for our product
candidates may also be subject to limitations erajbproved indicated uses for which the product beagnarketed or to the conditions of
approval, or contain requirements for potentiatigtty post-marketing testing, including Phase dicél trials, and surveillance to monitor the
safety and efficacy of the product candidate. lditamh, the manufacturer and manufacturing faeitive use to produce any of our product
candidates will be subject to periodic review amgpection by the FDA, or foreign equivalent, arlieotregulatory agencies. We will be
required to report any serious and unexpected adweperiences and certain quality problems withpoaducts and make other periodic
reports to the FDA. The discovery of any new ownjesly unknown problems with the product, manufiaet or facility may result in
restrictions on the product or manufacturer orliiggincluding withdrawal of the product from timearket. Certain changes to an approved
product, including in the way it is manufacturecpoomoted, often require prior FDA approval beftre product as modified may be marke
If we fail to comply with applicable FDA regulatorgquirements, we may be subject to fines, wartgéttgrs, civil penalties, refusal by the
FDA to approve pending applications or supplemesuspension or withdrawal of regulatory approvateduct recalls and seizures,
injunctions, operating restrictions, refusal tompiithe import or export of products, and/or criadiprosecutions and penalties.

Similarly, our commercial activities wiletsubject to comprehensive compliance obligationieustate and federal reimbursement,
sunshine act, anti-kickback and government pricégulations. If we make false price reports, failmplement adequate compliance controls
or our employees violate the laws and regulatiangening relationships with health care providars,could also be subject to substantial
fines and penalties, criminal prosecution and dekat from participation in the Medicare, Medicaid other government reimbursement
programs.

In addition, the FDA's policies may chamgel additional government regulations may be edabi@ could prevent, limit, or delay
regulatory approval of our product candidates. \Afenot predict the likelihood, nature, or extengo¥ernment regulation that may arise from
future legislation or administrative action, eitliethe United States or abroad. If we are slowraable to adapt to changes in existing
requirements or the adoption of new requiremenfmécies, or if we are not able to maintain regoitg compliance, we may lose any
marketing approval that we may have obtained anthase not achieve or sustain profitability, whichwid adversely affect our business.
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If third -party payors do not adequately reimburse custonfersany of our approved products, they might nat purchased or used, and our
revenue and profits will not develop or increase.

Our revenue and profits will depend heauibpn the availability of adequate reimbursementtie use of our approved product candic
from governmental and other third-party payorshbotthe United States and in foreign markets. Reirsement by a third-party payor may
depend upon a number of factors, including thaltparty payor's determination that use of a product

. a covered benefit under its health plan;
. safe, effective and medically necessary;
. appropriate for the specific patient;

. cost-effective; and

. neither experimental nor investigational.

Obtaining coverage and reimbursement agbifov a product from each government or othedtparty payor is a time-consuming and
costly process that could require us to providgstng scientific, clinical and costffectiveness data for the use of our productsth gayor
We may not be able to provide data sufficient tim gaceptance with respect to coverage and reiremest. There is substantial uncertainty
whether any particular payor will reimburse the asany drug product incorporating new technoldgyen when a payor determines that a
product is eligible for reimbursement, the payorrimpose coverage limitations that preclude paym@nsome uses that are approved by the
FDA or comparable authority. Moreover, eligibilfigr coverage does not imply that any product wéllreimbursed in all cases or at a rate tha
allows us to make a profit or even cover our cdsterim payments for new products, if applicalmhay also not be sufficient to cover our ct
and may not be made permanent. Reimbursementmatgsary according to the use of the product aecttimical setting in which it is used,
may be based on payments allowed for lower-costymts that are already reimbursed, may be incotgdrato existing payments for other
products or services, and may reflect budgetargtraimts and/or imperfections in Medicare, Mediaaichther data used to calculate these
rates. Net prices for products may be reduced hydatary discounts or rebates required by governinealth care programs or by any future
relaxation of laws that restrict imports of certaiedical products from countries where they magdid at lower prices than in the United
States.

There have been, and we expect that thi#ireomtinue to be, federal and state proposalsotustrain expenditures for medical products
and services, which may affect payments for oudpets. The Centers for Medicare and Medicaid Sesyior CMS, frequently change prod
descriptors, coverage policies, product and semdckes, payment methodologies and reimbursememesal hird-party payors often follow
Medicare coverage policy and payment limitationsetting their own reimbursement rates, and bottf8G¥d other third-party payors may
have sufficient market power to demand signifigande reductions. Due in part to actions by thiedtp payors, the health care industry is
experiencing a trend toward containing or redudosts through various means, including loweringtmirsement rates, limiting therapeutic
class coverage and negotiating reduced paymendsigsawith service providers for drug products.

Our inability to promptly obtain coveragadaprofitable reimbursement rates from governmantiéd and private payors for our products
could have a material adverse effect on our opegatsults and our overall financial condition.
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Federal legislation will increase the pressure teduce prices of pharmaceutical products paid forMgdicare or may otherwise seek to lit
healthcare costs, either of which could adverseffeat our revenue, if any.

The Medicare Modernization Act of 2003 M¥A, changed the way Medicare covers and reimbuigegharmaceutical products. The
legislation introduced a new reimbursement methmglpbased on average sales prices for drugs thatsad in hospital settings or under the
direct supervision of a physician and, starting®06, expanded Medicare coverage for drug purchastee elderly. In addition, the MMA
requires the creation of formularies for self-adistered drugs, and provides authority for limitthg number of drugs that will be covered in
any therapeutic class and provides for plan sperisonegotiate prices with manufacturers and sappbf covered drugs. As a result of the
MMA and the expansion of federal coverage of druagpcts, we expect continuing pressure to contathraduce costs of pharmaceutical
products. Cost reduction initiatives and other Bions of this legislation could decrease the cagerand price that we receive for our prod
and could materially adversely affect our operatiggults and overall financial condition. While t&1A generally applies only to drug
benefits for Medicare beneficiaries, private payaften follow Medicare coverage policy and paymenitations in setting their own
reimbursement policies and any reduction in cove@mgpayment that results from the MMA may resulaisimilar reduction in coverage or
payments from private payors.

Furthermore, health care reform legislati@s enacted in 2010 that could significantly cleatige United States health care system an
reimbursement of products. A primary goal of the la to reduce or limit the growth of health caosts, which could change the market for
pharmaceuticals and biological products.

The law contains provisions that will atfeompanies in the pharmaceutical industry andrdikalthcare-related industries by imposing
additional costs and changes to business pracBeesisions affecting pharmaceutical companiesughelan increase to the mandatory rebates
for drugs sold into the Medicaid program, an extmsf the rebate requirement to drugs used inbised Medicaid managed care plans, an
extension of mandatory discounts for drug prodaotd to certain critical access hospitals, canospltals and other covered entities, and
discounts and fees applicable to brand-name dAlg®ugh many of these provisions may not appledlily to us, they may change business
practices in our industry and, assuming our praslaot approved for commercial sale, such changedd edversely impact our profitability.

Additionally, the new law establishes abraviated regulatory pathway for the approval @sbhilars and provides that brand biologic
products may receive 12 years of market exclusiwith a possible six-month extension for pedigptioducts. By creating a new approval
pathway for biosimilars and adjusting reimbursenfentOBs, the new law could promote the developnaed commercialization of FOBs.
However, given the uncertainty of how the law Ww#l interpreted and implemented, the impact ofdaedn our strategy for biosimilars as well
as novel biologics remains uncertain. Other prowisiin the law, such as the comparative effectiseipeovisions, may ultimately impact
positively or negatively both brand and biosimilareducts alike depending on an applicant's clirdeta, effectiveness and cost profile. If a
brand product cannot be shown to provide a beoedit other therapies, then it might receive redum®arage and reimbursement. While this
might increase market share for biosimilars basedast savings, it could also have the effect dfioing biosimilars market share.

The financial impact of this United Stakeslth care reform legislation over the next fewrgewill depend on a number of factors,
including but not limited to the issuance of imphartation regulations and guidance and changeden galumes for products eligible for the
new system of rebates, discounts and fees. Assumningroducts are approved for commercial salendve legislation could also have a
positive impact on us by increasing the aggregateb®er of persons with
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health care coverage in the United States and expgithe market for our products, but such increageny, are unlikely to be realized until
approximately 2014 at the earliest.

The full effects of the United States hiealhre reform legislation cannot be known until legv law is implemented through regulation
guidance issued by the CMS and other federal atd bealth care agencies. While we cannot predietlver any legislative or regulatory
changes will have negative or positive effectsy tbeuld have a material adverse effect on our assinfinancial condition and potential
profitability. In addition, litigation may prevesbme or all of the legislation from taking effeCbnsequently, there is uncertainty regarding
implementation of the new legislation.

Foreign governments tend to impose strict pricerermbursement controls, which may adversely affeat revenue, if any.

In some foreign countries, particularly ttoaintries of the European Union, the pricing andéombursement of prescription
pharmaceuticals are subject to governmental cortroéhese countries, pricing negotiations with gmwymental authorities can take consider
time after the receipt of marketing approval f@raduct. To obtain reimbursement or pricing applt@avaome countries, we may be require
conduct a clinical trial that compares the cose@iffeness of our product candidate to other ablgiltherapies. If reimbursement of our
products is unavailable or limited in scope or antpar if pricing is set at unsatisfactory levaisy business could be adversely affected.

If we do not comply with laws regulating the protéan of the environment and health and human safetyur business could be adverse
affected.

Our research and development involves,raayg in the future involve, the use of hazardousemigs and chemicals and certain radioac
materials and related equipment. If an accidentigcave could be held liable for resulting damagésch could be substantial. We are also
subject to numerous environmental, health and wadepsafety laws and regulations, including thaseegning laboratory procedures,
exposure to blood-borne pathogens and the handfibgphazardous materials. Insurance may not peoaitequate coverage against potential
liabilities and we do not maintain insurance foviesnmental liability or toxic tort claims that mdoe asserted against us. Additional federal,
state and local laws and regulations affectingaparations may be adopted in the future. We mayrisabstantial costs to comply with, and
substantial fines or penalties if we violate, ahyhese laws or regulations.

The FDA has reported that it has a substantial bémg of ANDA filings that have resulted in signifiaat delays in review and approval of
applications. As a result, the review and potentgdproval of our application for M356 may be sigiufintly delayed.

The FDA has reported that it has a substidodéicklog of ANDA filings that have resulted iigsificant delays in the review and approval
of ANDAs and amendments or supplements due tofiegerit staffing and resources. Resource consgdiate also resulted in significant
delays in conducting ANDA-related pre-approval issjions. Enactment of user fee legislation in 2@1&xpected to fund additional resources
and the new legislation implements goals and nmeefdcapplication review to begin to address tliskiog and the delays. Still, when an
ANDA review requires coordination with the new dreffices of the FDA, the FDA is obligated to giveqguity to NDA and BLA applications
that are subject to statutory review time pericglsvall. Until such time as resources are actualtygased by the FDA, our applications and
supplements may be subject to significant delaymduheir review cycles. In addition, if a useefstatute is enacted, we may become liable
for fees that could be material to our earnings.
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Risks Relating to Patents and Licenses

If we are not able to obtain and enforce patent peotion for our discoveries, our ability to succésy commercialize our produc
candidates will be harmed and we may not be ablegerate our business profitably.

Our success depends, in part, on our pbdiprotect proprietary methods and technolodias we develop under the patent and other
intellectual property laws of the United States atiter countries, so that we can prevent others fising our inventions and proprietary
information. Because patent applications in thetéthStates and many foreign jurisdictions are glhinot published until 18 months after
filing, or in some cases not at all, and becaudgiqations of discoveries in scientific literatuegy behind actual discoveries, we cannot be
certain that we were the first to make the invergiolaimed in issued patents or pending patenicgtigins, or that we were the first to file for
protection of the inventions set forth in our pat@pplications. As a result, we may be requiredtdtain licenses under third- party patents to
market our proposed products. If licenses are watable to us on acceptable terms, or at all, wenet be able to market the affected
products.

Assuming the other requirements for patatitp are met, currently, in the United States fhist to make the claimed invention is entitled
to the patent, while outside the United Statesfiteeto file a patent application is entitledttee patent. In March 2013, the United States will
transition to a first inventor to file system in ieh, assuming the other requirements for patertgalaite met, the first inventor to file a patent
application will be entitled to the patent. We niaysubject to a thirgarty preissuance submission of prior art to the. BPatent and Tradem:
Office, or become involved in opposition, derivatioeexaminationnter partiesreview or interference proceedings challengingpmatent
rights or the patent rights of others. An adversignination in any such submission, proceedingigation could reduce the scope of, or
invalidate, our patent rights, allow third parttescommercialize our technology or products and e directly with us, without payment to
us, or result in our inability to manufacture onuuercialize products without infringing third-pagatent rights.

Our strategy depends on our ability todbpidentify and seek patent protection for ourcdigeries. This process is expensive and time
consuming, and we may not be able to file and putseall necessary or desirable patent applicatbmasreasonable cost or in a timely man

Despite our efforts to protect our progrgtrights, unauthorized parties may be able taiokdnd use information that we regard as
proprietary. The issuance of a patent does notguee that it is valid or enforceable, so evendfaltain patents, they may not be valid or
enforceable against third parties.

Our pending patent applications may natltés issued patents. The patent position of plenemntical or biotechnology companies,
including ours, is generally uncertain and involeemplex legal and factual considerations. Thedseds which the U.S. Patent and Trader
Office and its foreign counterparts use to gramempis are not always applied predictably or unifgrand can change. There is also no unift
worldwide policy regarding the subject matter aodpe of claims granted or allowable in pharmacautc biotechnology patents. The laws of
some foreign countries do not protect proprietafgrimation to the same extent as the laws of théedrstates, and many companies have
encountered significant problems and costs in ptiotg their proprietary information in these foneigountries.

Although we are aggressively pursuing padg@plications on our innovative approaches toattarization and manufacture of complex
generics, biosimilars and new drugs, there is ptgsancertainty regarding the scope of the safédrafrom a patent infringement enforcem
under federal patent law, 35 USC section 271(eJ{iis uncertainty may impair our ability to enforoertain
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of our patent rights and reduce the likelihood mfibecing certain of our patent rights to protect wunovations and our products. Accordingly,
we do not know the degree of future protectiondiar proprietary rights or the breadth of claimewaitd in any patents issued to us or to ott

The allowance of broader claims may inaeghs incidence and cost of patent interferencegadings and/or opposition proceedings, an
the risk of infringement litigation. On the othard, the allowance of narrower claims may limit¥a&ie of our proprietary rights. Our issued
patents may not contain claims sufficiently broagbttotect us against third parties with similattesiogies or products, or provide us with any
competitive advantage. Moreover, once they hawegsour patents and any patent for which we haeaded or may license rights may be
challenged, narrowed, invalidated or circumventedur patents are invalidated or otherwise limjtether companies will be better able to
develop products that compete with ours, which @@aversely affect our competitive business pasjtimsiness prospects and financial
condition.

We also rely on trade secrets, know-howtantinology, which are not protected by patentsyamtain our competitive position. If any
trade secret, know-how or other technology notqmiatd by a patent were to be disclosed to or inugly developed by a competitor, our
business and financial condition could be materiatlversely affected.

Third parties may allege that we are infringing tiréntellectual property rights, forcing us to expel substantial resources in resulting
litigation, the outcome of which would be uncertaidny unfavorable outcome of such litigation coulthve a material adverse effect on our
business, financial position and results of operatis.

The issuance of our own patents does nartaguiee that we have the right to practice thenpadeinventions. Third parties may have
blocking patents that could be used to preventara fnarketing our own patented product and pramiocur own patented technology.

If any party asserts that we are infringitsgntellectual property rights or that our cieator use of proprietary technology infringes upon
its intellectual property rights, we might be fadd® incur expenses to respond to and litigateckhiens. Furthermore, we may be ordered to
damages, potentially including treble damagesgifare found to have willfully infringed a party'atpnt rights. In addition, if we are
unsuccessful in litigation, or pending the outcarhétigation, a court could issue a temporary imgtion or a permanent injunction preventing
us from marketing and selling the patented drugtioer technology for the life of the patent thathese allegedly or been deemed to have
infringed. Litigation concerning intellectual prapeand proprietary technologies is widespread @ardbe protracted and expensive, and can
distract management and other key personnel frafonpeing their duties for us.

Any legal action against us or our collaitors claiming damages and seeking to enjoin atiyities, including commercial activities
relating to the affected products, and processeklcim addition to subjecting us to potential lid for damages, require us or our
collaborators to obtain a license in order to qamdito manufacture or market the affected prodarntsprocesses. Any license required under
any patent may not be made available on commeraatieptable terms, if at all. In addition, soncetises may be non-exclusive, and
therefore, our competitors may have access toame $echnology licensed to us.

If we fail to obtain a required licenseawe unable to design around a patent, we may baaitmeffectively market some of our
technology and products, which could limit our &pito generate revenue or achieve profitabilitd @ossibly prevent us from generating
revenue sufficient to sustain our operations.
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If we remain involved in patent litigation or othgoroceedings to determine or enforce our intelleatyroperty rights, we could incu
substantial costs which could adversely affect dursiness

We may need to continue to resort to ltimato enforce a patent issued to us or to detegrtiie scope and validity of a third-party patent
or other proprietary rights such as trade secngjisrisdictions where we intend to market our prtduincluding the United States, the
European Union, and many other foreign jurisdiciobhe cost to us of any litigation or other prating relating to determining the validity of
intellectual property rights, even if resolved ur davor, could be substantial and could divert management's efforts. Some of our
competitors may be able to sustain the costs optenpatent litigation more effectively than we dsstause they may have substantially
greater resources. Moreover, the failure to okdai@vorable outcome in any litigation in a jurigtha where there is a claim of patent
infringement could significantly delay the marketiof our products in that particular jurisdicti@®ounterclaims for damages and other relief
may be triggered by such enforcement actions. Detscuncertainties and counterclaims resultingnftioe initiation and continuation of any
litigation could limit our ability to continue owperations.

We in-license a significant portion of our propriaty technologies and if we fail to comply with oobligations under any of the related
agreements, we could lose license rights that aeeessary to develop our product candidates.

We are a party to and rely on a numbendicense agreements with third parties, such esethwith the Massachusetts Institute of
Technology, that give us rights to intellectual ety that is necessary for our business. In amditive expect to enter into additional licenses
in the future. Our current in-license arrangeménisose various diligence, development, royalty atiekr obligations on us. If we breach our
obligations with regard to our exclusive in-licessthey could be converted to non-exclusive licersehe agreements could be terminated,
which would result in our being unable to develmgnufacture and sell products that are coveretidyicensed technology.

Risks Relating to Our Dependence on Third Parties

The 2003 Sandoz Collaboration and 2006 Sandoz Cmilation are important to our business. If Sandailf to adequately perform under
either collaboration, or if we or Sandoz terminaédl or a portion of either collaboration, the devgbment and commercialization of some of
our drug candidates, including Enoxaparin Sodium jection, would be delayed or terminated and our mess would be adversely affected.

2003 Sandoz Collaboration

Either we or Sandoz may terminate the 2883doz Collaboration for material uncured breacheertain events of bankruptcy or
insolvency by the other party. Sandoz may alsoiteata the 2003 Sandoz Collaboration if the Enoxapaodium Injection product or the
market lacks commercial viability, if new laws egulations are passed or court decisions rendeagdtibstantially diminish our legal aven
for commercialization of Enoxaparin Sodium Injeatior, in multiple cases, if certain costs exceedually agreed upon limits. If the 2003
Sandoz Collaboration is terminated other than dumut uncured breach or bankruptcy, we will be tgdran exclusive license under certain
intellectual property of Sandoz to develop and camuialize Enoxaparin Sodium Injection in the Unittdtes. In that event, we would need tc
expand our internal capabilities or enter into Arotollaboration, which could cause significariagle that could prevent us from
commercializing Enoxaparin Sodium Injection. If 8an terminates the 2003 Sandoz Collaboration dweitaincured breach or bankruptcy,
Sandoz would retain the exclusive right to comnaize Enoxaparin Sodium Injection in the Unitedt&saln that event, we would no longer
have any influence over the commercialization sgatof Enoxaparin Sodium Injection in the Unitedt8$. In addition, Sandoz would retair
rights of first negotiation with respect to certainour other products in certain circumstancesitndghts of first refusal outside of the United
States and the European Union.
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Accordingly, if Sandoz terminates the 2003 SandolfaBoration, we may decide to discontinue the Epaxin Sodium Injection project, or
our revenue may be reduced, any one of which doaNg a material adverse effect on our business.

2006 Sandoz Collaboration

Either we or Sandoz may terminate the S&é@&andoz Collaboration Agreement for material uedbreaches or certain events of
bankruptcy or insolvency by the other party. Iniidd, either we or Sandoz may terminate some efptoducts, on a product-fpyeduct basit
if clinical trials are required. For some of thegucts, for any termination of the Second SanddiaBaration Agreement other than a
termination by Sandoz due to our uncured breadfankruptcy, or a termination by us alone due tonsed for clinical trials, we will be
granted an exclusive license under certain inteliqroperty of Sandoz to develop and commerdadlie particular product. In that event, we
would need to expand our internal capabilitiesraerinto another collaboration, which could casigmificant delays that could prevent us
from completing the development and commercialimatf such product. For some products, if Sandonitates the Second Sandoz
Collaboration Agreement due to our uncured breadyaokruptcy, or if there is a termination by usred due to the need for clinical trials,
Sandoz would retain the exclusive right to develod commercialize the applicable product. In thané¢, we would no longer have any
influence over the development or commercializatvategy of such product. In addition, for othesducts, if Sandoz terminates due to our
uncured breach or bankruptcy, Sandoz retains atagicense certain of our intellectual propertighsut the obligation to make any additional
payments for such licenses. For certain produictseiSecond Sandoz Collaboration Agreement isitextead other than due to our uncured
breach or bankruptcy, neither party will have atlise to the other party's intellectual propertythlt event, we would need to expand our
internal capabilities or enter into another collation, which could cause significant delays ttaild prevent us from completing the
development and commercialization of such proddictordingly, if the Second Sandoz Collaboration égment is terminated, our
introduction of certain products may be signifid¢gutelayed, or our revenue may be significantlyuest! either of which could have a material
adverse effect on our business.

The Baxter Agreement is important to our businefswe or Baxter fail to adequately perform under ¢hAgreement, or if we or Baxter
terminate all or a portion of the Agreement, thexddopment and commercialization of some of our bio#ar candidates would be delayed
or terminated and our business would be adversdfgeted.

The Baxter Agreement may be terminated:

. by either party for breach by the other party (imoke or on a product by product or country-by-coybiasis);

. by either party for bankruptcy of the other party;

. by us in the event Baxter elects to terminate thet®& Agreement with respect to both of the initvab products within a certain
time period;

. by Baxter for its convenience (in whole or opraduct by product basis);

. by us in the event Baxter does not exercise ceruially reasonable efforts to commercialize a patdn the United States or

other specified countries, provided, that we aklseehcertain rights to directly commercialize suobdpict, as opposed to
terminating the Baxter Agreement, in event of sadireach by Baxter; or

. by either party in the event there is a conditionstituting force majeure for more than a certainsecutive number of days.
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If the Baxter Agreement were terminatedBayter for convenience or if Baxter elects to terate the Baxter Agreement with respect to
both of the initial two products in the specifiéé¢ frame or if we terminate the Baxter Agreementifreach by Baxter, while we would have
the right to research, develop, manufacture or cemialize the terminated products or license altparty to do so, we would need to expand
our internal capabilities or enter into anothetatmbration, which could cause significant delayat tould prevent us from commercializing our
biosimilar candidates. In addition, we may needdek additional financing to support the reseadelielopment and commercialization of the
terminated products or alternatively we may detidéiscontinue the terminated products, which cdalde a material adverse effect on our
business. If Baxter terminates the Baxter Agreerdantto our uncured breach, Baxter would retairettedusive right to commercialize the
terminated products on a world-wide basis, sulifecertain payment obligations to us as outlinethaAgreement. In addition, depending
upon the timing of the termination, we would nodenhave any influence over or input into the cliihidevelopment strategy or/and the
commercialization strategy or/and the legal stnatgfghe products in the territory.

We and our collaborative partners depend on thirdrpies for the manufacture of products. If we encoter difficulties in our supply or
manufacturing arrangements, our business may be arélly adversely affected.

We have a limited number of personnel weitberience in, and we do not own facilities fornufacturing products. In addition, we do
have, and do not intend to develop, the abilitypnemufacture material for our clinical trials orcammercial scale. To develop our product
candidates, apply for regulatory approvals and censialize any products, we or our collaborativetmans need to contract for or otherwise
arrange for the necessary manufacturing facildies capabilities. In order to generate revenue fitmersales of Enoxaparin Sodium Injection,
sufficient quantities of such product must alsgphbeduced in order to satisfy demand. If these emhtmanufacturers are unable to manufactur
sufficient quantities of product, comply with regtdry requirements, or breach or terminate themufecturing arrangements with us, the
development and commercialization of the affectextipcts or drug candidates could be delayed, wticid have a material adverse effect or
our business. In addition, any change in these faaturers could be costly because the commeraialst®f any new arrangement could be
favorable and because the expenses relating toathsfer of necessary technology and processed beuwignificant.

We have relied upon third parties to pradomaterial for nonclinical and clinical studies andy continue to do so in the future. We cal
be certain that we will be able to obtain and/oimtan long-term supply and supply arrangementtho$e materials on acceptable terms, if at
all. If we are unable to arrange for third-partymagacturing, or to do so on commercially reason&daims, we may not be able to complete
development of our products or market them.

In addition, the FDA and other regulatougherities require that our products be manufadt@ecording to current good manufacturing
practices, or cGMP, regulations and that propecgulares are implemented to assure the quality o$aurcing of raw materials and the
manufacture of our products. Any failure by us, coltaborative partners or our third-party manufiaets to comply with cGMP, and/or our
failure to scale-up our manufacturing processesddead to a delay in, or failure to obtain, redafg approval. In addition, such failure could
be the basis for action by the FDA to withdraw apjaits for drug candidates previously granted tandg for other regulatory action, including
product recall or seizure, fines, imposition of gig restrictions, total or partial suspensiompafduction or injunctions. To the extent we t
on a third-party manufacturer, the risk of non-ctiemre with cGMPs may be greater and the abilitgffect corrective actions for any such
noncompliance may be compromised or delayed.
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If we are unable to establish sales and marketirapabilities or enter into agreements with third gaes to market and sell our produ
candidates, we may be unable to generate produetnele.

We do not have a sales organization and hawexperience as a company in the sale, marketidgstribution of pharmaceutical produc
There are risks involved with establishing our aates and marketing capabilities, as well as amgénto arrangements with third parties to
perform these services. For example, developirajes orce is expensive and time consuming anddadely any product launch. In addition,
to the extent that we enter into arrangements thitld parties to perform sales, marketing or disttion services, we will have less control ¢
sales of our products and our future revenue wdaftend heavily on the success of the efforts afethleird parties.

General Company Related Risks

Anti-takeover provisions in our charter documents andder Delaware law could make an acquisition of wghich may be beneficial to our
stockholders, more difficult and may prevent attetsjpy our stockholders to replace or remove our reunt management

Provisions in our certificate of incorpooatand our by-laws may delay or prevent an actiorsdf us or a change in our management. In
addition, these provisions may frustrate or prewayt attempts by our stockholders to replace ookenour current management by making it
more difficult for stockholders to replace membefrour board of directors. Because our board afadors is responsible for appointing the
members of our management team, these provisiand goturn affect any attempt by our stockhold@rseplace current members of our
management team. These provisions include:

. a classified board of directors;
. a prohibition on actions by our stockholders bytteri consent; and
. limitations on the removal of directors.

Moreover, because we are incorporated iai&re, we are governed by the provisions of Se@@B of the Delaware General
Corporation Law, which prohibits a person who ownsxcess of 15% of our outstanding voting stockrfrmerging or combining with us fol
period of three years after the date of the traima which the person acquired in excess of W%ur outstanding voting stock, unless the
merger or combination is approved in a prescribadmar. Finally, these provisions establish advartiee requirements for nominations for
election to our board of directors or for proposiatters that can be acted upon at stockholderimgsefThese provisions would apply even if
the offer may be considered beneficial by somekstoiclers.

Our stock price may be volatile, and purchasersoof common stock could incur substantial losses.

The stock market in general and the mavkiees for securities of biotechnology companieparticular have experienced extreme
volatility that often has been unrelated or disprtipnate to the operating performance of thesepaones. The trading price of our common
stock has been, and is likely to continue to béatile. Furthermore, our stock price could be sabje wide fluctuations in response to a var
of factors, including the following:

. failure to obtain FDA approval for the M356 ANDA
. failure of Enoxaparin Sodium Injection to sustabmmercial success or to meet expectations ofities analysts;

. failure to obtain clarity from the Court of Appedts the Federal Circuit or Supreme Court regardivgappropriate scope of t
safe harbor provisions from patent infringement;
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. other adverse FDA decisions relating to our Enoxag@odium Injection product or M356 program, indilg an FDA decision
to require additional data, including requiringhaial trials, as a condition to M356 ANDA approval,

. litigation involving our company or our general ugdry or both, including litigation pertaining tieet launch of our, our
collaborative partners' or our competitors' product

. a decision in favor of or against Teva or Amghaand Actavis in the current patent litigationttaes, or a settlement related to
any case;

. announcements by other companies regarding thesstatheir ANDAS for generic versions of Lovenax@opaxone;

. FDA approval of other companies' ANDAs for genesécsions of Lovenox or Copaxone;

. marketing and/or launch of other companies' genaisions of Lovenox or Copaxone;

. adverse FDA decisions regarding the developmeniinements for one or our biosimilar developmentdidates or failure of

our other product applications to meet the requéinets for regulatory review and/or approval;
. results or delays in our or our competitorsiichl trials or regulatory filings;

. legislation is enacted that repeals the law &mgi¢he biosimilar regulatory approval pathwayaonends the law in a manner that
is adverse to our biosimilar development strategy;

. failure to demonstrate therapeutic equivalencesitvidarity or interchangeability with respect toradachnology-enabled generic
product candidates or biosimilars;

. demonstration of or failure to demonstrate thetgadad efficacy for our novel product candidates;

. our inability to manufacture any products in fmymance with cGMP or in sufficient quantities teet the requirements for the
commercial launch of the product or to meet madeshand;

. failure of any of our product candidates, if epped, to achieve commercial success;

. the discovery of unexpected or increased incidémpatients' adverse reactions to the use of cagiymts or product candidates
or indications of other safety concerns;

. developments or disputes concerning our patersher proprietary rights;

. changes in estimates of our financial results comamendations by securities analysts;

. termination of any of our collaborations;

. significant acquisitions, strategic partnershjpst ventures or capital commitments by us ar ampetitors;
. investors' general perception of our company poaducts, the economy and general market comditio

. rapid or disorderly sales of stock by holdersighificant amounts of our stock; or

. significant fluctuations in the price of secig#® generally or biotech company securities speadlfj.

If any of these factors causes an advdfseten our business, results of operations arfoial condition, the price of our common stock
could fall and investors may not be able to salrthommon stock at or above their respective mselprices.
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We could be subject to class action litigation diestock price volatility, which, if it occurs, witlistract our management and could result
substantial costs or large judgments against

The stock market in general has recenthegrnced extreme price and volume fluctuationgddition, the market prices of securities of
companies in the biotechnology industry have be¢m®mely volatile and have experienced fluctuatitheg have often been unrelated or
disproportionate to the operating performance e$¢hcompanies. These fluctuations could adver§felgtdhe market price of our common
stock. In the past, securities class action litayahas often been brought against companies follgpyweriods of volatility in the market prices
of their securities. We may be the target of simitayation in the future. Securities litigatiomgld result in substantial costs and divert our
management's attention and resources, which cauwisecserious harm to our business, operating sesudt financial condition.

Item 1B. UNRESOLVED STAFF COMMENTS
Not applicable.
Item 2. PROPERTIES

As of February 5, 2013, pursuant to oullesage agreements, we lease a total of approxima83y600 square feet of office and laborator
space in Cambridge, Massachusetts:

Approximate Lease
Square Expiration
Property Location Footage Use Date
675 West Kendall Stre:
Cambridge, Massachusetts 02: 78,50( Laboratory and Offict 04/30/201!
*320 Bent Stree
Cambridge, Massachusetts 02: 105,00( Laboratory and Offict 08/31/201
183,50(

* On February 5, 2013, we and BMR-Rogers Street Lhi@red into a lease agreement pursuant to whiciilveease

approximately 105,000 square feet of office andfatory space located in the basement and firssandnd floors at 3:
Bent Street, Cambridge, Massachusetts beginnirgeptember 1, 2013 and ending on August 31, 2

Item 3. LEGAL PROCEEDINGS

On August 28, 2008, Teva and related estitor Teva, and Yeda Research and Developmenttda.pr Yeda, filed suit against us and
Sandoz in the United Stated Federal District Couthhe Southern District of New York in responséhe filing by Sandoz of the ANDA with a
Paragraph IV certification for M356. The suit albsgnfringement related to four of the seven OrdBgek patents listed for Copaxone and
seeks declaratory and injunctive relief that wauidhibit the launch of our product until the lasteixpire of these patents. We and Sandoz
asserted defenses of non-infringement, invalidiiy anenforceability and filed counterclaims for ldeatory judgments to have all seven of the
Orange Book patents as well as two additional paterthe same patent family adjudicated in thes@nélawsuit. Another company,

Mylan Inc., or Mylan, also has an ANDA for gene@opaxone under FDA review. In October 2009, Tewdddylan for patent infringement
related to the Orange Book patents listed for Copaxand in October 2010, the Court consolidatedtiilan case with the case against us
Sandoz. A trial on the issue of inequitable conawcurred in July 2011 and the trial on the renmgjrissues occurred in September 2011 in th
consolidated case. In June 2012, the Court isgsexpinion and found all of the claims in the p#gen be valid, enforceable and infringed. In
July 2012, the Court issued a final order and peentinjunction prohibiting Sandoz and
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Mylan from infringing all of the patents in the sufhe Orange Book patents and one non-Orange pai@t expire in May 2014 and one non-
Orange Book patent expires in September 2015. ditiad, the permanent injunction further restritte FDA, pursuant to 35 U.S.C.

section 271(e)(4)(A), from making the effectivealaf any final approval of the Sandoz or Mylan ANP#Aor to the expiration of the Orange
Book patents. In July 2012, we appealed the detisidhe CAFC, and we and Mylan filed appellatetsti Teva filed its opposition and our
reply is due in March 2013.

On December 10, 2009, in a separate aatitihe same court, Teva sued Sandoz, Novartis Aduarfor patent infringement related to
certain other non-Orange Book patents seeking deoly and injunctive relief that would prohibitethaunch of our product until the last to
expire of these patents as well as damages invdre éhat Sandoz has launched the product. In 822040, we and Sandoz filed a motion to
dismiss this second suit on several grounds, imetuthe failure of Teva to state an actionable letgm and lack of subject matter jurisdicti
The motion is pending. We intend to defend this. sui

If the decision in the first suit is notzegsed on appeal, or we are not successful ingbensl suit, the final approval and launch of M356
cannot occur until expiration of the relevant pataghts. Litigation involves many risks and uneémties, and there is no assurance that
Novartis AG, Sandoz or we will prevail in eithemsuit.

On September 21, 2011, we and Sandoz sogghastar, Actavis, and International Medical Systelntd. (a wholly owned subsidiary of
Amphastar) in the United States District Courttfog District of Massachusetts for infringementwbtof our patents. Also in September, 2C
we filed a request for a temporary restraining oedel preliminary injunction to prevent Amphastacfavis and International Medical
Systems, Ltd. from selling their enoxaparin prodadhe United States. In October 2011, the DistCiourt granted our motion for a
preliminary injunction and entered an order enjuinAmphastar, Actavis and International Medicalt8yss, Ltd. from advertising, offering f
sale or selling their enoxaparin sodium produ¢h&United States until the conclusion of a trialtee merits and required us and Sandoz to
post a security bond of $100 million in connectvwith the litigation. Amphastar, Actavis and Intetinaal Medical Systems, Ltd. appealed the
decision to the CAFC, and in January 2012, the CAf&@ed the preliminary injunction. In June 201 phastar filed a motion to increase the
amount of the security bond, which we and Sandee lbpposed. In August 2012, the CAFC issued aewit{pinion vacating the preliminary
injunction and remanding the case to the Distrimti€ In September 2012, we filed a petition wike CAFC for rehearing by the full cowrt
banc , which was denied. In January 2013, Amphastarfatalvis filed a motion for summary judgment in Bistrict Court following the
decision from the CAFC. In February 2013, we fitegetition for a writ of certiorari for review dfi¢ CAFC decision by the United States
Supreme Court. Review by the Supreme Court is eliserary and certiorari petitions are infrequemgitgnted.

While we intend to vigorously prosecutesthction against Actavis and Amphastar, and webelihat we can ultimately prove our cas
court, this suit could last a number of years. Assallt, potential recovery of lost profits and @a@s could await a final judgment after an
appeal of a District Court decision. Litigation alves many risks and uncertainties, and there iassarance that we or Sandoz will prevail in
this patent enforcement suit.

Item 4. MINE SAFETY DISCLOSURES
Not applicable.
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PART Il

tem 5. MARKET FOR REGISTRANT'S COMMON EQUITY, R ELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Market Information

Our common stock is traded publicly on MESDAQ Global Market under the symbol "MNTA." Thellbwing table sets forth the high
and low sale prices of our common stock for thégasrindicated, as reported on the NASDAQ Globatkét

Quarter ended High Low

March 31, 201: $ 17.4C $ 12.3Z
June 30, 201 20.7( 15.2¢
September 30, 201 21.0( 10.1¢
December 31, 201 18.2( 10.77
March 31, 201: 19.6¢ 14.2¢
June 30, 201 17.0¢ 13.0(
September 30, 201 15.1¢ 12.8:
December 31, 201 14.8¢ 10.0¢

Holders
On February 19, 2013, the approximate nurabbolders of record of our common stock was 38.
Dividends

We have never declared or paid any casdetids on our common stock. We anticipate thahénforeseeable future, we will continue to
retain any earnings for use in the operation oftauginess and will not pay any cash dividends.

Equity Compensation Plan Informatiol
Information relating to compensation plansler which our equity securities are authorizedssuance is set forth in Item 12 below.
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Stock Performance Grapl

The comparative stock performance grapbvbelbompares the cumulative total stockholder refassuming reinvestment of dividends, if
any) from investing $100 on December 31, 2007 thhoDecember 31, 2012, in each of (i) our commonokstfi) The NASDAQ Composite

Index and (iii) The NASDAQ Biotechnology Index (d&glization weighted).
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COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Momenta Pharmaceuticals, Inc., the NASDAQ @osite Index,
and the NASDAQ Biotechnology Index
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*$100 invested on 12/31/07 in stock or index, idahg reinvestment of dividends.
Fiscal year ending December 31.

12/31/07 12/31/08 12/31/08  12/31/10 12/31/11 12/31/12

Momenta Pharmaceuticals, In $ 100.0C $ 162.4¢ $ 176.47 $ 209.6¢ $ 243.5¢ $ 165.1¢
The NASDAQ Composite Inde $ 1000 $ 59.0: $ 822 $ 973 $ 98.6: $ 110.7¢
The NASDAQ Biotechnology Inde $ 100.0¢ $ 934C $ 103.1¢ $ 113.8¢ $ 129.1: $ 163.3:

The information included under the headi®tpck Performance Graph" in Item 5 of this AnnRabport on Form 10-K is "furnished" and
not "filed" and shall not be deemed to be "soligjtmaterial" or subject to Regulation 14A, shall be deemed "filed" for purposes of
Section 18 of the Securities Exchange Act of 1@34amended, or otherwise subject to the liabildfethat section, nor shall it be deemed
incorporated by reference in any filing under tee8ities Act of 1933, as amended, or the Secarifichange Act of 1934, as amended.
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Item 6. SELECTED CONSOLIDATED FINANCIAL DATA

The selected consolidated financial datdosth below with respect to our statements of poghensive (loss) income data for the years
ended December 31, 2012, 2011 and 2010 and thedeadheet data as of December 31, 2012 and 20Hkdved from our audited financial
statements included in this Annual Report on FobaK1The statements of comprehensive (loss) inconte fda the years ended December
2009 and 2008 and the balance sheet data as ofribec&1, 2010, 2009 and 2008 are derived from odited financial statements, which are
not included herein. Historical results are notassarily indicative of future results. See the sdtethe consolidated financial statements for a
explanation of the method used to determine thelbmurof shares used in computing basic and dilugtdloss) income per share. The selectec
consolidated financial data set forth below shdaddead in conjunction with and is qualified inetgtirety by our audited consolidated finan
statements and related notes thereto found at '8tdemnancial Statements and Supplementary Dat"ld@m 7. Management's Discussion
Analysis of Financial Condition and Results of Gyiems," which are included elsewhere in this AdReport on Form 10-K.

Momenta Pharmaceuticals, Inc.
Selected Financial Data

Year Ended December 31
2012 2011 2010 2009 2008
(In thousands, except per share information

Statements of Comprehensiv:
(Loss) Income Data:
Collaboration revenue

Product revenu $ 54,77. $ 270,47 $ 96,62 $ — $ —
Research and development
revenue 9,14¢ 12,59t 20,147 20,24¢ 14,57(

Total collaboration revent 63,92: 283,06¢ 116,77. 20,24¢ 14,57(
Operating expense

Research and developm 80,34¢ 64,657 51,71 60,61: 55,30:

General and administratiy 43,68: 38,71( 28,59¢ 23,80( 24,59:
Total operating expens 124,02 103,36 80,30 84,41 79,89:
Operating (loss) incorr (60,10¢p  179,70: 36,46¢ (64,167 (65,327
Interest incomt 1,23¢ 74€ 17¢€ 82t 3,48:
Interest expens — (91) (329 (570 (798¢
Other income (expens 22C — 97¢ (104 —
Net (loss) incom $ (58,64¢) $ 180,35t $ 37,29( $ (64,017 $ (62,63))
Net (loss) income per shal
Basic $ (116 $ 3.6z $ 08 $ (160 3$ (1.7
Diluted $ (1.1¢ $ 358 $ 081 $ (160 $ (179

Shares used in calculating net (lo:
income per shar
Basic 50,41: 49,85: 44,62¢ 40,05¢ 35,96(

Diluted 50,41 50,82: 45,94; 40,05¢ 35,96(
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Balance Sheet Data:
Cash and cash equivalel
Marketable securitie
Working capital

Total asset

Deferred revenu

Other liabilities

Total liabilities
Accumulated defici
Total stockholders' equit

As of December 31

2012 2011 2010 2009 2008
(In thousands)

$ 52,99 49,24t $ 100,68. $ 21,93¢ $ 55,07(
287,61 299,19 52,07¢ 73,71¢ 53,46:
339,00¢ 383,39 196,65( 85,75 93,48:
406,62 420,90¢ 227,56¢ 118,45: 132,20:
31,69t 3,76¢ 5,91 8,76: 10,21
14,44 14,06; 15,55 15,52¢ 22,48
46,14: 17,83 21,46¢ 24,28¢ 32,69¢
(162,05)  (103,40) (283,759 (321,049 (257,03)
360,48 403,07¢ 206,10: 94,16: 99,50¢
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ltem 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Our Management's Discussion and AnalyskEimdincial Condition and Results of Operationstidel the identification of certain trends
and other statements that may predict or anticifesitee business or financial results. There angartant factors that could cause our actual
results to differ materially from those indicat&ke "Risk Factors" in Item 1A of this Annual RepmmtForm 10-K.

Business Overview
The Company

We are a biotechnology company specialiinipe structural characterization, process ergging and biologic systems analysis of
complex molecules such as polysaccharides, poligespand biologics (including proteins and antilesyli Our initial technology was built on
the ability to characterize complex polysaccharid®ger the last decade, we have expanded our ésgarto technologies that enable us to
develop a diversified product portfolio of complgeneric, biosimilars and novel products. Our bussrstrategy has been to develop both
generic and novel products, and we are working wdtfaborators to develop and commercialize ourgemgenerics and biosimilars. This
strategy was validated by the marketing approvdl@mmercial launch of Enoxaparin Sodium Injectimgeneric version of Lovenox®, in
July 2010. Since its launch through December 3122@e have recorded Enoxaparin Sodium Injectiadlpet revenues of approximately
$422 million, driven primarily by its initial stastas a sole generic. We believe that our sciem#fiabilities, engineering approaches,
intellectual property and regulatory strategiesl synergistic business model position us to devalabcommercialize competitively
differentiated products in our target areas of dempenerics, biosimilars and novel products.

Our Programs

Our complex generics programs target mackptoducts that were originally approved by thé&téhStates Food and Drug
Administration, or FDA, as New Drug Applications, DAs. Therefore, we have been able to accessxisting 505(j) generic regulatory
pathway and have submitted Abbreviated New Drugliépfions, or ANDAS, for these products. Our ficetmmercial product, Enoxaparin
Sodium Injection, which has been developed and cermialized in collaboration with Sandoz Inc. ansh&z AG, collectively Sandoz,
affiliates of Novartis AG, received FDA marketingpoval in July 2010 as a generic version of Low@genoxaparin sodium injection).
Lovenox is a complex mixture of polysaccharide nbalerived from naturally sourced heparin whichsed to prevent and treat deep vein
thrombosis, or DVT, and to support the treatmerdafte coronary syndromes, or ACS. The Enoxaparitiudh Injection ANDA submitted by
Sandoz was the first ANDA for a generic Lovenodé&approved by FDA, validating our novel approadbebe structural characterization,
process engineering and biologic systems analysisraplex molecules. From July 2010 through eantya@er 2011, the Enoxaparin Sodium
Injection marketed by Sandoz was the sole generision of Lovenox, and consequently, under the deshour collaborative agreement with
Sandoz, we earned a substantial profit share odd&mnsales of Enoxaparin Sodium Injection. Thelpcd now faces other generic competi
and we receive a royalty on net sales, which haemn Isignificantly eroded by competitive pressures.

Our second complex generic product candjddB56, is designed to be a generic version ofaZope® (glatiramer acetate injection), a
drug that is indicated for the reduction of thegfrency of relapses in patients with relapsing-réngitmultiple sclerosis, or RRMS. Copaxone
consists of a synthetic mixture of polypeptide asaWith M356, we extended our core polysaccharidgacterization and process enginee
capabilities to develop capabilities for the stunat characterization, process engineering andgiolsystems analysis of this complex
polypeptide mixture.

59




Table of Contents
We are also collaborating with Sandoz to develap@mmercialize M356, and the Sandoz ANDA for M366urrently under FDA review.

Our biosimilars program is targeted towdesteloping biosimilar versions of marketed therdioquroteins, with a goal of obtaining FDA
designation as interchangeable. The subset ofrbilass receiving an interchangeability designa@ma known as interchangeable biologics. In
March 2010, an abbreviated regulatory process wdsied in Section 351(k) of the Patient Protectiord Affordable Care Act of 2010. This
new pathway opens the market for biosimilar andriattangeable versions of a broad array of bioldgcapeutics, including antibodies,
cytokines, fusion proteins, hormones and bloodofact-orecasters predict a rapidly growing multiidn dollar global market for these
products. Most of these biologics are complex nteduand for several years we have been investidgveloping novel approaches to the
structural characterization, process engineerinbaaralysis of the biologic activities of these proi. In February 2012, FDA released three
documents containing their preliminary guidelinesdpplications under the Section 351(k) pathwdesE guidelines state that FDA will use &
step-wise review that considers the totality-of-#vidence in determining extent of the clinical eieypyment program. This approach puts a
substantial emphasis on structural and functiohatacterization data in evaluating biosimilar pradudor approval. We believe the framework
that the FDA has outlined in the draft guidancewtoents aligns with our strategy for biosimilarsr@ual is to engineer biologic products that
will show minimal to no structural or functionalfidirences from the reference brand product, thejedtifying a more selective and targeted
approach to human clinical testing to support destration of interchangeability. In December 201#,amd Baxter International, Inc., Baxter
Healthcare Corporation and Baxter Healthcare SHectively, Baxter, entered into a global collakioa and license agreement, or the Baxter
Agreement, to develop and commercialize up to mgitmilars. The Baxter Agreement became effectivEeébruary 2012. Baxter is an
established healthcare company with global prodagelopment, manufacturing and commercial capadsilit

Our novel products program leverages tipalsiities and expertise of our complex generias iosimilars programs to address unmet
clinical needs. Our most advanced efforts have leéme area of polysaccharide mixtures. M402,hag® 1 clinical development as a potel
anti-cancer agent, is a novel heparan sulfate nrttedt binds to multiple growth factors, adhesmaolecules and chemokines to inhibit tumor
angiogenesis, progression, and metastasis. Ini@addit this development candidate, we are alsoisgek discover and develop additional
novel products. Our goal is to leverage the maltgéting nature of complex mixture molecules toadey novel products which could
positively modulate multiple pathways in a dised§e. believe that our core technology platform willable us to map the critical nodes that
regulate complex diseases. We will then be abtiefme the optimal therapeutic intervention to &driipe appropriate nodes. We have built
significant capabilities in biological charactetipa and engineering of proteins through our bidlsira platform that provide us with the
potential to create unique and novel formulatiohgrotein (including antibody) drug compositions &pecific disease indications. To add to
these capabilities, in December 2011 we acquirkttesl assets of Virdante Pharmaceuticals, Inating to sialylation technology. Sialic acid
is a type of sugar modification on selected prat¢iat is understood to regulate anti-inflammatorgl immunomodulatory functions of these
proteins. These assets add to our core abilityddiiyyand engineer protein backbones to precisadylate biological networks and develop
novel biologic product candidates. We may applymoprietary sialylation technology to develop adated plasma-derived intravenous
immunoglobulin, or IVIG, product or a recombinarglglated Fc product. We are investigating bothrapphes, and expect to have data later
this year that will guide our development efforts.
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Our Collaborations

In 2003, we entered into a collaboratiod hoense agreement, or the 2003 Sandoz Collaboratiith Sandoz N.V. and Sandoz Inc. to
jointly develop, manufacture and commercialize Eapgacin Sodium Injection. Sandoz N.V. later assigtedghts in the 2003 Sand
Collaboration to Sandoz AG, an affiliate of Novafiharma AG. We refer to Sandoz AG and Sandozdgether as Sandoz.

In 2006 and 2007, we entered into a sefi@greements, including a Stock Purchase Agreearahtin Investor Rights Agreement, with
Novartis Pharma AG, and a collaboration and licaggeement, as amended, or the Second Sandoz @aliain Agreement, with Sandoz A
Together, this series of agreements is referred tine 2006 Sandoz Collaboration. Under the SeSandoz Collaboration Agreement, we anc
Sandoz AG jointly develop, manufacture and comnadimeg M356. In connection with the 2006 Sandoz &uration, we sold 4,708,679 sh
of common stock to Novartis Pharma AG at a perespace of $15.93 (the closing price of our commstotk on the NASDAQ Global Market
was $13.05 on the date of purchase) for an aggrguathase price of $75.0 million, resulting inegyuity premium of $13.6 million.

Prior to the launch of Enoxaparin Sodiujedtion in 2010, the collaboration revenues derifreth our 2003 Sandoz Collaboration and
2006 Sandoz Collaboration primarily consisted obamis earned by us for reimbursement by Sandozsefarch and development services
development costs. In July 2010, Sandoz beganaimenercial sale of Enoxaparin Sodium Injection. phefit-share or royalties Sandoz is
obligated to pay us under the 2003 Sandoz Collgloordiffer depending on whether (i) there are modt-party competitors marketing an
interchangeable generic version of Lovenox, or InmxeEquivalent Product (as defined in the 2003 8arbllaboration), (ii) a Lovenox-
Equivalent Product is being marketed by Sanofi-Aisgnvhich distributes the brand name Lovenoxje@rsed by Sanofi-Aventis to another
company to be sold as a generic drug, both knovautsrized generics, or (iii) there are one orerthird-party competitors which are not
Sanofi-Aventis marketing a Lovenox-Equivalent Pretdrom July 2010 through September 2011, no{héndy competitor was marketing a
Lovenox-Equivalent Product; therefore, during thatiod, Sandoz paid us 45% of the contractual {sréfom the sale of Enoxaparin Sodium
Injection. In September 2011, FDA approved the ANIDAthe enoxaparin product of Amphastar Pharmacalst Inc. or Amphastar. In
October 2011, Sandoz confirmed that an authorizeeigc Lovenox-Equivalent Product was being marxketdich meant that Sandoz was
obligated to pay us a royalty on its net salesrai¥aparin Sodium Injection until the contractualffis from those net sales in a product year
(July 1—June 30) reached a certain threshold. Upemchievement of the contractual profit thresholBecember 2011, Sandoz was
obligated to pay us a profit share for the remaimdehe product year. In January 2012, followihg Court of Appeals for the Federal Circuit
granting a stay of the preliminary injunction prysly issued against them by the United Statesifti€ourt, Watson Pharmaceuticals, Inc.
(now Actavis, Inc., or Actavis) and Amphastar laoed their thirdparty competitor enoxaparin product. Consequeirtlgach product year, f
net sales of Enoxaparin Sodium Injection up toeagefined sales threshold, Sandoz is obligatedyaus a royalty on net sales payable at a
10% rate, and for net sales above the sales tHdsgfayable at a 12% rate.

Certain development and legal expensesratyce the amount of profit-share, royalty and stdlee payments paid to us by Sandoz. An
product liability costs and certain other experasing from patent litigation may also reduce aneount of profit-share, royalty and milestone
payments paid to us by Sandoz, but only up to 508%ese amounts due to us from Sandoz each quéuercontractual share of these
development and legal expenses is subject to amaaadjustment at the end of each product yeareadd with the product year ending June
2015. The second annual adjustment of $3.9 millias recorded as a reduction in product revenueeiryéar ended December 31, 2012.
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In December 2011, we and Baxter Internatioimc., Baxter Healthcare Corporation and Baktealthcare SA, collectively Baxter, ente
into a global collaboration and license agreemanthie Baxter Agreement, to develop and commergalp to six biosimilars. The Baxter
Agreement became effective in February 2012. Bagtan established healthcare company with glomadyct development, manufacturing
and commercial capabilities. To accelerate effiorthe biosimilars space and address this growiagad market, we significantly increased
headcount and related operating expenses deditaten biosimilars program in 2012 and expect ttéad to continue in 2013. We expect
the increase in operating expenses will be paytafiset in future years by revenues from optioesfand milestone payments under the Baxte
Agreement, subject to achievement of technicalragdlatory criteria.

As of December 31, 2012, we had an accuenideficit of $162.1 million. To date, we have did substantially all of our capital
resource expenditures to the research and devefggheur product candidates. In the second halfaifO, we began to derive revenue from
our profit share on the commercial sale of Enoxiap&odium Injection. Due to the launch by ActavislsAmphastar of their enoxaparin
product in January 2012, our enoxaparin productmae has significantly decreased. Depending ofuthes outcome of enoxaparin litigation,
we may incur annual operating losses over the sexeral years as we expand our drug commerciaizatievelopment and discovery efforts.
Additionally, we plan to continue to evaluate pb$siacquisitions or licensing of rights to addibtechnologies, products or assets that fit
within our growth strategy. Accordingly, we will @@ to generate significant revenue to return tditaimlity.

Financial Operations Overview
Years Ended December 31, 2012, 2011 and 2010
Collaboration Revenue

Collaboration revenue includes product nexeand research and development revenue earned aurdcollaborative arrangements.
Product revenue consists of profit share, royaties commercial milestones earned from Sandozles sdEnoxaparin Sodium Injection
following its commercial launch in July 2010. Fbetyear ended December 31, 2010, we earned $9Bignnm profit share on Sandoz's net
sales of Enoxaparin Sodium Injection of $462 milli&or the year ended December 31, 2011, we e&2@&@l5 million in part on a profit sha
and in part on a royalty on Sandoz's net salesiok&parin Sodium Injection of $1.0 billion. For thear ended December 31, 2012, we earne
$54.8 million in part on a profit share and in pamta royalty on Sandoz's net sales of Enoxaparitiutn Injection of $451 million. The
increases in our product revenue of $163.9 millaml 70%, and Sandoz's net sales of $538 milliod,16%, from the 2010 period to the 2011
period are due to a full year of sales in 2011 careg with less than six months of sales in 2010tdudke July 2010 approval and commercial
launch. Additionally, in 2011 we earned a $10.0iotl commercial milestone on the one-year annivgredFDA approval of Enoxaparin
Sodium Injection as sole generic. The decreaseariproduct revenue of $205.7 million, or 79%, &shdoz's net sales of $549 million, or
55%, from the 2011 period to the 2012 period amtdua change in the contractual basis of our eégoneduct revenues from profit share to
royalty-based following the launch of an authorigeseric in October 2011 and the January 2012 taoha third-party competitor's generic
Lovenox®, as well as decreased unit sales duenterlmarket share, as well as lower prices in respom competitor pricing reductions on
enoxaparin.

Research and development revenue congiateaunts earned by us under the 2003 and 200603&allaborations for reimbursement of
research and development services and reimburserhdatelopment costs, a regulatory milestone ehlyeus under the 2003 Sandoz
Collaboration, amounts earned by us under the Za®@loz Collaboration for amortization of the eqpitgmium, and amounts earned by us
under the Baxter Agreement for amortization of pfrant payment. Research
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and development revenue for 2012 was $9.1 milkompared with $12.6 million for 2011 and $20.1 roillfor 2010. The decrease in rese:
and development revenue of $3.5 million, or 28%irfithe 2011 period to the 2012 period is primadil to a decrease in reimbursable
manufacturing expenses associated with our M35@rpro offset by amortization of the upfront paynmieam Baxter. The decrease in researcl
and development revenue of $7.5 million, or 37%fithe 2010 period to the 2011 period is primadile to a $5.0 million regulatory
milestone, earned in July 2010 upon the FDA's aggraf the Enoxaparin Sodium Injection ANDA.

We expect research and development reveaned by us under the 2003 and 2006 Sandoz Crdkadnts will be between $1.0 million
and $2.0 million per quarter in 2013 and we willfitamortize the remaining equity premium of $1.8lion under the 2006 Sandoz
Collaboration in 2013. We expect to continue to gine the $33.0 million upfront payment from Baxéer we deliver research and
development services for the two licensed biosirgjlavith quarterly amortization of approximately. B@nillion in 2013.

There are a number of factors that makidfitult for us to predict the magnitude of futuEmoxaparin Sodium Injection product revenue,
including the impact of generic competition on 8endoz market share; the pricing of products thatpete with Enoxaparin Sodium Injection
and other actions taken by our competitors; thentory levels of Enoxaparin Sodium Injection maiimea by wholesalers, distributors and
other customers; the frequency ofamgers by existing customers and the change imasts for product reserves. Accordingly, our Enaxiy
Sodium Injection product revenue in previous quarieay not be indicative of future Enoxaparin Sadinjection product revenue. The
change in Sandoz contractual payment terms, alatingagiditional generic competition, has causedwaedxpect will continue to cause our
future product revenue from Enoxaparin Sodium finpecto be significantly reduced compared to revenearned during the product's
exclusivity period.

Research and Development Exper

Research and development expenses cofisissts incurred in identifying, developing anctitgg product candidates. These expenses
consist primarily of salaries and related expeiffieepersonnel, license fees, consulting fees, nisical and clinical trial costs, contract resee
and manufacturing costs, and the costs of labgraguipment and facilities. We expense researchdamdlopment costs as incurred. Due to
the variability in the length of time necessaryl&velop a product, the uncertainties related te#tenated cost of the projects and ultimate
ability to obtain governmental approval for comniglization, accurate and meaningful estimates efuttimate cost to bring our product
candidates to market are not available.

Research and development expense for 2@$2380.3 million, compared with $64.7 million in120and $51.7 million in 2010. The
increase of $15.6 million, or 24%, from the 201tiqe to the 2012 period resulted from increase$bf7 million in personnel and related cc
associated with our headcount growth to supporpoagrams; $4.1 million in rent and facility-reldtexpenses, principally due to the
commencement in the first quarter of 2012 of aeadé for additional research and development sg&d@million in laboratory expenses in
support of our programs; $2.5 million in clinicebt expenses associated with our M402 Phase hizal study; $1.9 million in depreciation
and amortization expense primarily due to increasgiital expenditures to support our programs; #ilkon in process development,
manufacturing and third-party research costs réla@ur biosimilars and novel products progran@s9$nillion in share-based compensation
expense associated with grants of stock awardswohires; and $0.4 million in consulting fees ipgart of our programs. These increases
were offset by a $4.5 million in-process reseauth @evelopment charge in 2011 related to the aitiguiof sialylation technology assets. We
expect future research and development expensesrémse in support of our product candidates.
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The increase of $13.0 million, or 25%, frtime 2010 period to the 2011 period resulted frabd.& million in-process research and
development charge related to the acquisitionalylsition technology assets and increases of: 8#ldn in research and development
facility-related expenses, principally due to tid.@ facility lease extension for office and laborgtspace for an additional term of 48 months;
$1.6 million in personnel and related costs assediwith our headcount growth to support our progga$l.4 million in process development
and third-party research costs in support of omehproducts program; $1.2 million in laboratoryperses; $1.1 million in depreciation and
amortization expense primarily due to the amoritiratelated to a milestone payment made during 2064de with respect to our 2007 asset
purchase from Parivid; $1.0 million in consultiree$ related to our M356 and novel products programg $0.8 million in share-based
compensation expense principally associated witt20a1 employee-wide grant of performance-basetticted stock. These increases were
offset by a decrease of $0.8 million in nonclinicakts related to our M402 program.

The lengthy process of securing FDA applréManew drugs requires the expenditure of suligthresources. Any failure by us to obtain,
or any delay in obtaining, regulatory approvals ldauaterially adversely affect our product devel@minefforts and our business overall.
Accordingly, we cannot currently estimate with alegree of certainty the amount of time or money weawill be required to expend in the
future on our product candidates prior to theiutatpry approval, if such approval is ever gran#ssia result of these uncertainties surroun
the timing and outcome of any approvals, we areettily unable to estimate when, if ever, our pradandidates will generate revenues and
cash flows.

The following table summarizes the primesynponents of our research and development exterpainditures, including amortization of
our intangible assets, for each of our principahotercial and development programs for the yearseim:cember 31, 2012, 2011 and 2010.
The figures in the table include project expendisuincurred by us and reimbursed by our collabazgiartner, but exclude project expendit
incurred by our collaborative partner. We do notntaan or evaluate, and therefore do not allocaternal research and development costs
project-by-project basis. Consequently, we do mafyze internal research and development costsdjgqi in managing our research and
development activities. Certain prior period amsumve been reclassified to conform to the cupenbd presentation.

Research and Development Expen:
(in thousands)

Project Inception to

Commercial and Development Programs (Status 2012 2011 2010 December 31, 201,
Enoxaparin Sodium Injection (ANDA

approved July 201( $ 1562 $ 2,78¢ $ 2,090 $ 51,52:
M356 (ANDA Filed) 3,88( 6,61¢ 7,38¢ 44,56
M402 (Phase 1/2 5,05 3,25¢ 3,15¢ 14,40t
Biosimilars (Developmen 7,44( 87t 1,04z 11,43¢
Discovery program 1,31¢ 6,69¢ 332
Research and development internal ¢ 61,09 44,41¢ 37,70

Total research and development expe $ 80,34t $ 64,657 $ 51,71:

The decrease of $1.2 million in externglenditures for Enoxaparin Sodium Injection from 2841 period to the 2012 period was due to
manufacturing activities assumed by Sandoz. Theedse of $2.7 million in M356 external expendituiresn the 2011 period to the 2012
period was primarily due to timing of process depehent activities, manufacturing and third-partye@rch costs. The increase of $1.8 million
in M402 external expenditures from the 2011 petthe 2012 period was principally due to costsiined in connection with the initiation of
a Phase 1/2 proof-of-concept clinical study. Theease of $6.6 million in biosimilars external emgiures from the 2011 period to
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the 2012 period was due to the timing of procesld@ment and third-party research costs to fueddthild-out of our biologics infrastructure
to support product development under our Baxtdabotation. Discovery program external expenditatesreased by $5.4 million from the
2011 period to the 2012 period primarily due tatebdmillion in-process research and developmentgehin 2011 related to the acquisition of
sialylation technology assets.

The increase of $0.7 million in externaperditures for Enoxaparin Sodium Injection from 2040 period to the 2011 period was
primarily due to an increase in amortization exgeredated to a milestone payment with respect t®2007 asset purchase from Parivid made
in 2011 offset by a shift to commercial activityitog contracted directly with Sandoz. The decredk0@ million in M356 external
expenditures from the 2010 period to the 2011 plerias primarily due to timing of process developtrativities, manufacturing and third-
party research costs. The increase of $0.1 milidi402 external expenditures from the 2010 pet@the 2011 period was due to process
development work to prepare for the Phase 1/2 pobabncept clinical study. The decrease of $0.Bianiin biosimilars external expenditures
from the 2010 period to the 2011 period was dudédiming of process development and third-paggearch costs. Discovery program
external expenditures increased by $6.4 milliomprily due to a $4.5 million in-process researcti development charge in 2011 related to
the acquisition of sialylation technology assetd an increase in external services and researtdboohtions associated with our discovery
programs.

Research and development internal costsistoof compensation and other expense for researdhievelopment personnel, supplies anc
materials, facility costs and depreciation. Theeéase of $16.7 million from the 2011 period to 2042 period and the increase of $6.7 million
from the 2010 period to the 2011 period was dugdtitional research and development headcountalatkd costs in support of our
development programs.

General and Administrative

General and administrative expenses copsistrily of salaries and other related costspirsonnel in executive, finance, legal,
accounting, investor relations, information teclugyl, business development and human resource dmsctDther costs include royalty and
license fees, facility and insurance costs notrettse included in research and development expears professional fees for legal and
accounting services and other general expenses.

General and administrative expense foyter ended December 31, 2012 was $43.7 million peoed to $38.7 million in 2011 and
$28.6 million in 2010. General and administratixpense increased by $5.0 million, or 13%, from2B&1 period to the 2012 period due to
increases of: $6.4 million in professional feempipally due to increased legal fees relating toXaparin Sodium Injection patent litigation i
increase in consultant fees; $1.7 million in perssrand related costs associated with our headayontth; $1.7 million in share-based
compensation expense principally associated witteesed headcount; and $0.7 million in other gémerd administrative expense for an
insurance bond premium paid related to Enoxapardiusn Injection patent litigation and renewals ehdor maintenance agreements. These
increases were offset by a decrease of $5.5 millignyalty fees payable primarily to Massachusktssitute of Technology, or M.L.T., due to
reduced Enoxaparin Sodium Injection product revenue

General and administrative expense inccebgeb10.1 million, or 35%, from the 2010 periodhe 2011 period due to increases of:
$4.8 million in royalty and license fees payablernarily to M.1.T. as we earned significant Enoxapaodium Injection product revenue from
Sandoz during the product's exclusivity period 838illion in professional fees principally due teieased legal fees relating to Enoxaparin
Sodium Injection patent litigation; $0.5 million personnel and related costs associated with addeeint growth; $0.5 million in facility-
related expenses principally due to the 2010 tyd#iase extension for office and laboratory sgfacen additional term of 48 months; and
$0.5 million in consulting activities.
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We expect our general and administratiygeases, including internal and external legal amsdriess development costs that support our
various product development efforts, to vary froenigpd to period in relation to our commercial aryelopment activities.

Interest Income

Interest income was $1.2 million, $0.7 rilland $0.2 million for the years ended Decemlier2B12, 2011 and 2010, respectively. The
increase of $0.5 million from the 2011 period te 2012 period was primarily due to higher averagestment balances due to the upfront
payment made by Baxter in the first quarter of 284& cash received from Sandoz for Enoxaparin Sodijection product revenues. The
increase of $0.5 million from the 2010 period te #011 period was primarily due to higher averagestment balances because we earned
significant Enoxaparin Sodium Injection productersue during the product's exclusivity period.

Interest Expenst

Interest expense was zero, $0.1 million M@ million for the years ended December 31, 2@021 and 2010, respectively. The decr
of $0.1 million from the 2011 period to the 2012ipé and the decrease of $0.2 million from the 2p&€iod to the 2011 period were primarily
due to the completion of repayment schedules orequipment line of credit during 2011 and 2010.

Other Income

Other income was $0.2 million, zero and$tillion for the years ended December 31, 2012124nd 2010, respectively. We recognizec
one-fifth of a job creation tax award, or $0.2 roifl, as other income for the year ended Decembe2@®I2. We recognized a tax grant under
the Qualifying Therapeutic Discovery Project pragref $1.0 million as other income for the year eh@ecember 31, 2010.

Liquidity and Capital Resources

We have financed our operations since itigeprimarily through the sale of equity secustipayments from our 2003 Sandoz
Collaboration and 2006 Sandoz Collaboration, iniclggrofit share/royalty payments related to safeEnoxaparin Sodium Injection, and
borrowings from our lines of credit and capitaldeabligations. Since our inception, we have ramk&406 million through private and public
issuance of equity securities, including the isseanf shares to Novartis Pharma AG in connectidh wiir 2006 Sandoz Collaboration. As of
December 31, 2012, we have received a cumulatteé d6$550 million from our 2003 Sandoz Collabavatand 2006 Sandoz Collaboratior
$33.0 million upfront payment under the Baxter Agrent, $4.0 million from debt financing, $9.2 nati from capital lease obligations and
$3.2 million from our landlord for leasehold impements related to our corporate facility and addél funds from interest income. The
January 2012 launch of a third-party competitanexaparin product triggered a change under thest@frour agreement with Sandoz in the
basis of our product revenue from profit share toyalty based on net sales of Enoxaparin Sodijettion. This competition and the result
contractual change has had and will continue t@ leamegative impact on our near term cash generaigad. We expect that our return to
profitability, if at all, will most likely come fron the commercialization of our generic Copaxonelpob, which is subject to FDA approval and
litigation that could delay FDA approval. We exptxfinance our current programs and planned opgyatquirements principally through ¢
current cash, cash equivalents and marketableisesuwWe believe that these funds will be suffitito meet our operating requirements
through at least 2015. However, our forecast optirgod of time through which our financial reseswvill be adequate to support our
operations is a forward-looking statement that in@s risks and uncertainties, and other importaatofrs, and actual results could vary
materially. We may, from time to time, seek additibfunding through a combination of new
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collaborative agreements, strategic alliances adlitianal equity and debt financings or from otkeurces.

At December 31, 2012, we had $340.6 millloash, cash equivalents and marketable secuatid $10.8 million in accounts receivable
In addition, we also held approximately $20.0 roilliin restricted cash, of which $17.5 million sexees collateral for a security bond posted ir
the litigation against Actavis, Amphastar and Intgional Medical Systems, Ltd. Our funds at Decan®i¢ 2012 were primarily invested in
senior debt of government-sponsored enterprisespacial paper, corporate debt securities and dr8tates money market funds, directly ol
through managed funds, with remaining maturitie®%éfmonths or less. Our cash is deposited in arebted through highly rated financial
institutions in North America. The composition ant of cash, cash equivalents and marketable d@simay change frequently as a result o
our evaluation of conditions in the financial magkeghe maturity of specific investments, and ceainterm liquidity needs. We do not believe
that our cash equivalents and marketable secuwiies subject to significant risk at December 311,22

During the years ended December 31, 20812841, our operating activities provided cash@03nillion and $213.7 million,
respectively. During the year ended December 310 26ur operating activities used $1.1 million agb. The cash provided by or used for
operating activities generally approximates our(fests) income adjusted for non-cash items and@dsim operating assets and liabilities.

For the year ended December 31, 2012, elioss adjusted for non-cash items was $34.1anillror the year ended December 31, 2012
non-cash items include share-based compensat®b3of million, depreciation and amortization of puoperty, equipment and intangible
assets of $7.5 million and amortization of purcldgseemiums on our marketable securities of $3.8anil In addition, the net change in our
operating assets and liabilities provided cash4&f $ million and resulted from: a decrease in antoteceivable of $17.4 million, due to a
contractual change in the basis of our Enoxapastliusn Injection product revenue from profit shavetroyalty related to the launch of a
competitor's generic Lovenox in January 2012, desad unit sales due to lower market share, asawddiwer prices in response to aggressive
competitor pricing reductions; a decrease in uetilevenue of $1.9 million, due to lower reimbutsabanufacturing activities for our M356
program; an increase in prepaid expenses and ctinent assets of $2.4 million, primarily due t$Jal million receivable for a job creation
award, an increase in interest accrued on ourablaifor-sale marketable debt securities and advpagments made to contract research
organizations for nonclinical studies for our M32®gram; an increase in restricted cash of $2.6amitlue to the designation of this cash as
collateral for a letter of credit related to thade of office and laboratory space at its headersaibcated at 675 West Kendall Street; a deci
in accounts payable of $1.1 million, primarily dioea decrease in royalty fees payable, primarilyitbT., due to reduced Enoxaparin Sodium
Injection product revenue; an increase in accrugerses of $0.5 million due to payments due toreghtesearch organizations for process
development, manufacturing and clinical trial aitiés in support of our biosimilars, novel prodyead M402 programs, offset by decreased
royalty fees payable to M.I.T. and legal fees mafato Enoxaparin Sodium Injection patent litigati@and an increase in deferred revenue of
$27.9 million, primarily due to the receipt of a333 million upfront payment under the Baxter Agresm

For the year ended December 31, 2011, etincome adjusted for cash and non-cash itemss2@3.4 million. For the year ended
December 31, 2011, cash and non-cash items insh@®-based compensation of $11.1 million, theiattiun of sialylation technology assets
of $4.5 million, depreciation and amortization ofr @roperty, equipment and intangible assets @& #%llion, amortization of purchased
premiums on our marketable securities of $1.7 anilliand losses on disposals of fixed assets of#dlidn. In addition, the net change in our
operating assets and liabilities provided cashl®f$ million and resulted from: a decrease in antoreceivable of $26.3 million, due to a
decrease in Sandoz's net sales of Enoxaparin Sddjantion, due primarily to
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lower unit pricing, and by a contractual changthim basis of calculating our Enoxaparin Sodiumdtige product revenue, both related to the
launch of an authorized generic Lovenox in Octdi¥rl; a decrease in unbilled revenue of $2.5 millresulting from lower fourth-quarter
reimbursable manufacturing activities for our M386gram; an increase in prepaid expenses and atinemt assets of $0.7 million, primarily
due to advance payments made for renewals of vendotenance agreements; an increase in restdetgdof $15.7 million principally due
the $17.5 million of cash collateral for a seculipnd posted in the Enoxaparin Sodium Injectiopilitigation; and a decrease in deferred
revenue of $2.1 million, due to the amortizatiorthef $13.6 million equity premium paid by Nova®kearma AG in connection with the 2006
Sandoz Collaboration.

For the year ended December 31, 2010, etincome adjusted for non-cash items was $53.BomilFor the year ended December 31,
2010, non-cash items include share-based compens#t#$10.8 million and depreciation and amortmatdf property and equipment and
intangible assets of $4.7 million. In addition, thet change in our operating assets and liabilitsesl cash of $54.8 million and resulted from:
an increase in accounts receivable of $54.5 millwmarily related to our share of Sandoz's priofin sales of Enoxaparin Sodium Injection
during the third and fourth quarters of 2010; asréase in unbilled revenue of $0.5 million, resigtfrom increased manufacturing costs for
M356; an increase in accrued expenses of $3.0omjliue to an accrual for royalty fees payable tbTMor Enoxaparin Sodium Injection
product revenue earned during the third and fogutirters of 2010 and an increase in the bonusfpp@D10-related performance; and a
decrease in deferred revenue of $2.9 million, paity due to the amortization of the $13.6 milliequity premium paid by Novartis Pharma
AG in connection with the 2006 Sandoz Collaboration

Net cash used in investing activities wal$nillion for the year ended December 31, 201y the year ended December 31, 2012
received $523.6 million from maturities of markd&abecurities and we used $515.1 million of caspui@hase marketable securities. During
2012, we used $9.6 million for the purchase of tabmy equipment for our biosimilar and novel proguprograms, $3.6 million for leasehold
improvements related to our headquarters and sadtfea our business operations, and $2.3 millianiédasehold improvements, furniture and
computer equipment related to additional leasedrktbry and office space.

Net cash used in investing activities w2887 million for the year ended December 31, 2@liring the year ended December 31, 2011
we used $551.2 million of cash to purchase marketsdxcurities and we received $302.4 million fromtumities of marketable securities.
During 2011, we paid $6.7 million as considerafionParivid's completion and satisfaction of a siitee related to our Enoxaparin Sodium
Injection developed technology, and we used $4lbomito acquire sialylation technology assets &Bd7 million to purchase laboratory
equipment and leasehold improvements.

Net cash provided by investing activitiemsv$19.1 million for the year ended December 31020During the year ended December 31,
2010, we received $111.5 million from maturitieswdrketable securities and we used $90.8 milliocash to purchase marketable securities
and $1.7 million to purchase laboratory equipmertt lzasehold improvements.

Net cash provided by financing activitieasa$2.2 million, $3.6 million and $60.7 million fire years ended December 31, 2012, 2011
and 2010, respectively. During 2012, we receiveidoneceeds of $2.2 million from stock option exses and purchases of common shares
through our employee stock purchase plan. Duriridl2@e received net proceeds of $5.5 million frdotk option exercises and purchases of
common shares through our employee stock purcHase These proceeds were offset by principal payshein$1.7 million on our capital
lease agreement obligations and $0.2 million oarfaed leasehold improvements related to our compdaaility. During 2010, we received net
proceeds of $57.1 million from our public offerin§common stock and $6.7 million from stock optmxercises and purchases of common
shares through our employee stock purchase plaseTproceeds
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were offset by principal payments of $2.3 milliom aur capital lease agreement obligations and ®dlibn on financed leasehold
improvements related to our corporate facility.

The following table summarizes our contmatbbligations and commercial commitments at Ddmmm31, 2012 (in thousands):

2014 2016

through through After
Contractual Obligations Total 2013 2015 2017 2017
License maintenance obligatio $ 41 % 83 $ 16t $ 16F &
License royalty obligation 40C 16C 12C 12C *
Operating lease obligations( 12,90( 6,15¢ 6,54° 197 $ —
Total contractual obligatior $ 13,71 $ 6,401 $ 683( $ 48z $ —

* After 2017, the annual obligations, which exteahtbugh the life of the patents are approxima$glyl million per year.

Q) On February 5, 2013, we and BMR-Rogers Stre€t entered into a lease agreement pursuant tohwhewill lease
104,678 square feet of office and laboratory specated in the basement and first and second flaio820 Bent Street,
Cambridge, Massachusetts beginning on Septeml281B, and ending on August 31, 2016. Annual reraghpents
under this lease agreement are approximately $#libmduring the first lease year, $6.2 during Second lease year a
$6.3 million foot during the third lease year. T@@snounts are not included in this tal

Critical Accounting Policies and Estimates

Our discussion and analysis of our finanmiadition and results of operations are basedwrconsolidated financial statements, which
have been prepared in accordance with accountingipies generally accepted in the United Statée fireparation of these consolidated
financial statements requires us to make estinsatdgudgments that affect the reported amounts\afrrues and expenses during the reportin
periods. Additionally, we are required to makeraaties and judgments that affect the reported armairstssets and liabilities and the
disclosure of contingent assets and liabilitiesfatie balance sheet dates. On an on-going basisy@luate our estimates and judgments,
including those related to revenue recognitionr@ed expenses and share-based payments. We basstimates on historical experience,
known trends and events and various other fadtatsare believed to be reasonable under the citeneess, the results of which form the basit
for making judgments about the carrying valuesssiess and liabilities that are not readily appafieamh other sources. Actual results may d
from these estimates under different assumptiosditions.

We believe the following critical accourgipolicies affect our more significant judgmentsl @stimates used in the preparation of our
financial statements.

Revenue Recoghnitio

We recognize revenue in accordance witlafgral Accounting Standard, or FASB, Accountingn8tards Codification, or ASC, 605,
Revenue Recognition, which requires that certateria must be met before revenue can be recogngerduasive evidence of an arrangemen
exists; delivery has occurred or services have bertered; the fee is fixed or determinable; arlgctbility is reasonably assured.

Collaborative Agreements

In 2003, we entered into a collaboratiod hoense agreement, or the 2003 Sandoz Collaboratiith Sandoz N.V. and Sandoz Inc. to
jointly develop, manufacture and commercialize Eapacin
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Sodium Injection in the United States. Sandoz Natér assigned its rights in the 2003 Sandoz Cottatiion to Sandoz AG, an affiliate of
Novartis Pharma AG. We refer to Sandoz AG and Samun together as Sandc

In 2006 and 2007, we entered into a s&fiegreements, including a Stock Purchase Agreearahain Investor Rights Agreement, with
Novartis Pharma AG, and a collaboration and licaaggeement, as amended, or the Second Sandoz @ali@n Agreement, with Sandoz A
Together, this series of agreements is referred titve 2006 Sandoz Collaboration. Under the SeSandoz Collaboration Agreement, we anc
Sandoz AG expanded the geographic markets for FraskaSodium Injection covered by the 2003 SandoliaBoration to include the
European Union and we agreed to jointly develomufecture and commercialize M356.

In December 2011, we entered into the Bakggeement with Baxter related to the developnaert commercialization of up to six
biosimilars.

Under the terms of collaboration agreementsred into by us, we have received and may moatio receive non-refundable, up-front
license fees, funding or reimbursement of reseanthdevelopment efforts, license and milestone paysnf specified objectives are achieved
and/or profit-sharing or royalties on product sales

Product Revenue

Profit share and/or royalty revenue is regmbas product revenue and is recognized basadngicsales or profit share of licensed proc
in licensed territories in the period the salesuoes provided by the collaboration agreement. &la@sounts are determined based on amount
provided by the collaboration partner and involve tise of estimates and judgments, such as prediast allowances and accruals related to
prompt payment discounts, chargebacks, governmanthbther rebates, distributor, wholesaler andgpurchasing organizations, or GPO,
fees, and product returns, which could be adjulstesgtd on actual results in the future.

Research and Devel opment Revenue

We apply the guidance pursuant to FASB'soioting Standards Update, or ASU, No. 2009-13 tiglel Deliverable Revenue
Arrangements (Topic 615), for all multiple-elemantangements entered into on or after January1l], 28d for any multiple-element
arrangements that were entered into prior to Jgnlia2011 but materially modified on or after Jaryuh 2011. ASU No. 2009-13 amends the
guidance on the accounting for arrangements inaglttie delivery of more than one element and addeethe determination of the unit(s) of
accounting for multiple-element arrangements and the arrangement's consideration should be abddat each unit of accounting. Pursuant
to ASU No. 2009-13, we evaluate each deliverabletermine if it qualifies as a separate unit aoamting. This determination is generally
based on whether the deliverable has "stpde value" to the customer. The arrangement'sideration is then allocated to each separate
of accounting based on the relative selling priceazh deliverable. The estimated selling priceaith deliverable is determined using the
following hierarchy of values: (i) vendor-specifibjective evidence of fair value, (i) thigghrty evidence of selling price, and (iii) besiraste
of the selling price, or BESP. The BESP reflectstmst estimate of what the selling price wouldftike deliverable was regularly sold on a
stand-alone basis. We expect, in general, to ussPBRBr allocating consideration to each deliveralslggeneral, the consideration allocated to
each unit of accounting is then recognized asdlsad goods or services are delivered and lintdigtle consideration not contingent upon
future deliverables. We applied ASU No. 2009-18® Baxter Agreement.

Under the 2003 Sandoz Collaboration andSéeond Sandoz Collaboration Agreement, we hawsvuwed and may continue to receive
consideration in the form of non-refundable, upfriees related to intellectual property rights éindnses, funding or reimbursement of
research and development
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efforts, milestone payments if specified objectiaes achieved and profit-sharing or royalties adpct sales. We are no longer eligible to
receive milestones under the 2003 Sandoz Collabarbecause the remaining milestones were contingmon there being no third-party
competitors marketing an interchangeable genersiae of a Lovenox-Equivalent Product. These mldtiement arrangements were entere
into prior to January 1, 2011 and have not beerenady modified thereafter; therefore we contirtaepply our prior accounting policy with
respect to the non-refundable, upfront license éeekresearch and development services for theseg@ments. Under this prior accounting
policy, in general, revenue from non-refundabldram fees related to intellectual property rigatsl licenses where we have continuing
involvement is recognized ratably over the estimigteriod of ongoing involvement, which is typicalhe development term, because there
no objective and reliable evidence of fair valuedny undelivered item to allow the delivered itembe considered a separate unit of
accounting. Research and development funding &grézed as earned over the period of effort.

Under the 2003 Sandoz Collaboration, weetlraeeived consideration in the form of milestoagrpents and under the Second Sandoz
Collaboration Agreement and the Baxter Agreemeninag receive consideration in the form of milestpagments in future periods. We
apply the guidance pursuant to ASU No. 2010-17 elRee Recognition—Milestone Method, for all salesdeh commercial and research and
development milestones achieved. In accordanceA®itd No. 201017, at the inception of each arrangement that dedunilestone paymen
we evaluate each milestone to determine whethéhéanilestone can only be achieved based in woile part on either (i) our performance
or (ii) on the occurrence of a specific outcomaultasy from our performance, (b) there is consitiégaincertainty at the date the arrangement
is entered into that the event will be achieved @)dhe achievement of the event would resultddigonal payments being due to us.

Additionally, we evaluate whether each stid@e is considered "substantive." We designatdesione as "substantive" only if it meets
of the following three criteria (i) the considematiis commensurate with either (a) our performanaehieve the milestone or (b) the
enhancement of the value of the delivered itenmgs) eesult of a specific outcome resulting from performance to achieve the milestone,
(ii) the consideration relates solely to past perfance and (iii) the consideration is reasonalifgive to all of the deliverables and payment
terms within the arrangement.

We evaluate factors such as the scient#igulatory, commercial and other risks that masbvercome to achieve the respective
milestone, the level of effort and investment regdiand whether the milestone consideration isorestse relative to all deliverables and
payment terms in the arrangement in making thisssseent. We have concluded that all of the devedoprind regulatory milestones purst
to the 2003 Sandoz Collaboration and the Second&a@ollaboration Agreement are substantive. Werdehed certain of the development
milestones and all of the regulatory milestoneseuitide Baxter Agreement are substantive. Revemagsdevelopment and regulatory
milestones, if they are non-refundable and deembsdtantive, are recognized upon successful accelmént of the milestones as research
and development revenue. Milestones that are nwidered substantive are accounted for as licemgm@nts and are evaluated as such in
accordance with ASU No. 2009-13. Sales-based amaracial milestones are accounted for as royadtiesare recorded as revenue upon
achievement of the milestone, assuming all othezmee recognition criteria are met.

Fair Value Measurements

Financial assets that we measure at féilevan a recurring basis include cash equivalemtsnaarketable securities. These financial asse
are generally classified as Level 1 or 2 within filie value hierarchy. In general, fair values deti@ed by Level 1 inputs utilize quoted prices
(unadjusted) in active markets for identical aseetgbilities. Fair values determined by Levahputs utilize data
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points that are observable, such as quoted pracijssted), interest rates and yield curves. Fdiregadetermined by Level 3 inputs utilize
unobservable data points for the asset or liabiitd include situations where there is littleanfy, market activity for the asset or liability.&h
fair value hierarchy level is determined by the éstvievel of significant input.

Our financial assets have been initiallijued at the transaction price and subsequentlyedat the end of each reporting period, typically
utilizing third-party pricing services or other rkat observable data. The pricing services utilimustry standard valuation models, including
both income and market based approaches, and albremarket inputs to determine value. These obbtavnarket inputs include reportable
trades, benchmark yields, credit spreads, brokalédguotes, bids, offers, current spot rates dherandustry and economic events. We
validate the prices provided by its third-partycprg services by reviewing their pricing methodsd amatrices, obtaining market values from
other pricing sources, analyzing pricing data intaia instances and confirming that the relevantkets are active. We did not adjust or
override any fair value measurements provided dpricing services as of December 31, 2012 andidbee 31, 2011.

During the years ended December 31, 208i284a1, there were no transfers between Level lLardl 2 financial assets. We did not
have any nomecurring fair value measurements on any assdiahilities at December 31, 2012 and December 8112 The carrying amour
reflected in our consolidated balance sheets fel,caccounts receivable, unbilled revenue, otheentiassets, accounts payable and accrued
expenses approximate fair value due to their steont- maturities.

Marketable Securitie:

We invest our excess cash balances in-shont and long-term marketable debt securities.haie established guidelines relating to
diversification and maturities that allow us to rage risk. We classify our investments in marketalelet securities as available-for-sale basec
on facts and circumstances present at the timeuneghpse the securities. We report available-foe-Balestments at fair value at each balance
sheet date and include any unrealized holding gaiddosses (the adjustment to fair value) in aedated other comprehensive income (loss)
a component of stockholders' equity. Realized gaimslosses are determined using the specificifaetion method and are included in
interest income. To determine whether an other-tearporary impairment exists, we consider whethemaend to sell the debt security anc
we do not intend to sell the debt security, we @arsavailable evidence to assess whether it iriloely than not that we will be required to
sell the security before the recovery of its anzedicost basis. We have reviewed our investmenksunirealized losses and have concluded
that no other-than-temporary impairment existeDetember 31, 2012 as we have the ability and intehold these investments to maturity
and it is not more likely than not that we will teguired to sell the security before the recovérgscamortized cost basis. We did not record
any impairment charges related to our marketalié skcurities during the years ended December@il2,2011 and 2010. Additionally, there
were no realized gains or losses on our marketiide securities during the years ended Decembet@P, 2011 or 2010.

Intangible Asset:

We have acquired intangible assets thatalee and record. We use a discounted cash flonehtodralue intangible assets at acquisition
The discounted cash flow model requires assumptbnost the timing and amount of future cash inflamd outflows, risk and the cost of
capital. Each of these factors can significantfeetfthe value of the intangible asset. We revietarigible assets for impairment on a periodic
basis using an undiscounted net cash flows appnoheh impairment indicators arise. If the undisdedrcash flows of an intangible asset are
less than the carrying value of an intangible asgetwould write down the intangible asset to tlseaunted cash flow value. Where
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we cannot identify cash flows for an individual ets®ur review is applied at the lowest group ldeelwhich cash flows are identifiable.
Share-Based Compensation Expense

We recognize the fair value of share-basedpensation in our consolidated statements of celngmsive (loss) income. Share-based
compensation expense primarily relates to stoclongj restricted stock and stock issued under tmekoption plans and employee stock
purchase plan. We recognize share-based compansafiense equal to the fair value of stock optmma straight-line basis over the requisite
service period. Restricted stock awards are redoadecompensation cost, based on the market valtieeadate of the grant, on a straight-line
basis over each award's explicit or implicit seevieriods. We estimate an award's implicit serpgig@od based on our best estimate of the
period over which an award's vesting condition(®) lve achieved. We review and evaluate these eséison a quarterly basis and will
recognize any remaining unrecognized compensatiai the date of an estimate revision over theseslremaining implicit service period.
We issue new shares upon stock option exercises, tigg grant of restricted stock awards and undeemployee stock purchase plan.

We estimate the fair value of each optimara on the date of grant using the Black-Scholestdh option-pricing model. The Black-
Scholes-Merton option-pricing model requires udewelop certain subjective assumptions includirgekpected volatility of our stock, the
expected term of the award and the expected faréeitate associated with our stock option plan.cdfesider, among other factors, the implied
volatilities of our currently traded options to pide an estimate of volatility based upon curreading activity. We use a blended volatility t
based upon our historical performance, as wehagmplied volatilities of our currently traded @pts, as we believe this appropriately reflect:
the expected volatility of our stock. Changes inkeaprice directly affect volatility and could caishare-based compensation expense to ve
significantly in future reporting periods.

The expected term of awards representpetied of time that the awards are expected toutstanding. We use a blend of our own
historical data and peer data to estimate opti@ncise and employee termination behavior, adjugsteknown trends, to arrive at the estimatec
expected life of an option. For purposes of idgimi peer entities, we consider characteristich ascindustry, stage of life cycle and financial
leverage. We review and evaluate these assumptgusarly to reflect recent historical data. Ttekffree interest rate for periods within the
contractual life of the option is based on the BahiStates Treasury yield curve in effect at the tohgrant.

We apply an estimated forfeiture rate toent period expense to recognize share-based cwapen expense only for those stock and
option awards expected to vest. We estimate foriestbased upon historical data, adjusted for krioards, and will adjust our estimate of
forfeitures if actual forfeitures differ, or arepected to differ from such estimates. Subsequeanigds in estimated forfeitures will be
recognized through a cumulative adjustment in #m@opl of change and will also impact the amourghare-based compensation expense in
future periods.

Income Taxes

We determine our deferred tax assets aiities based on the differences between thanéi@ reporting and tax bases of assets and
liabilities. The deferred tax assets and liab#ittge measured using the enacted tax rates thdteniit effect when the differences are expectec
to reverse. A valuation allowance is recorded wihé&more likely than not that the deferred tagetswill not be recovered.
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We apply judgment in the determinationha financial statement recognition and measurefeatax position taken or expected to be
taken in a tax return. We recognize any materigrést and penalties related to unrecognized tagflie in income tax expense.

We file income tax returns in the Unitedt8s federal jurisdiction and multiple state juigidns. We are no longer subject to any tax
assessment from an income tax examination for ymefre 2004, except to the extent that in theréutue utilize net operating losses or tax
credit carryforwards that originated before 200404®ecember 31, 2012, we were not under examindtjothe Internal Revenue Service or
other jurisdictions for any tax years.

Related Party Transaction

In April 2007, we entered into an assethase agreement, or the Purchase Agreement, withd?& L C, or Parivid, a provider of data
integration and analysis services to us, and SuRag, the principal owner and Chief Technology &fiof Parivid. Parivid was considered to
be a related party as a co-founder and then-meaflmmr Board of Directors is the brother of S. Ragun. Pursuant to the Purchase Agreemen
we acquired patent rights, software, know-how aheintangible assets, and assumed certain spetdidibilities of Parivid related to the
acquired assets in exchange for $2.5 million ifhqzed at closing and up to $11.0 million in cogént milestone payments in a combinatio
cash and/or stock in the manner and on the terchg@mditions set forth in the Purchase Agreement.

The contingent milestone payments are strad to include (i) potential payments of no mitren $2.0 million in cash if certain
milestones are achieved within two years from thie @f the Purchase Agreement, or the Initial Mdess, and (ii) the issuance of up to
$9.0 million of our common stock to Parivid if cairt other milestones are achieved within fifteeargef the date of the Purchase Agreement
In 2007, we recorded a total purchase price of 84lfon that includes the $2.5 million cash patdlze closing and $2.0 million in Initial
Milestone payments, which were probable and accati¢ige time.

In August 2009, we entered into an Amendnbethe Purchase Agreement where we agreed tagxie time period for completion of
the Initial Milestones to June 30, 2009, specitiease Initial Milestones that had been achievedfdsine 30, 2009 and, as consideration fo
completion and satisfaction of the Initial Milesémthat were achieved, agreed to pay Parivid $0lmcash and to issue 91,576 shares o
common stock, at a value of $10.92 per share. diitiad, in September 2009, we made a cash payniéiti.@ million to Parivid, recorded as
other expense, representing the difference bettveenet proceeds from Parivid's sale of the shase®d in satisfaction of the Initial
Milestones and the value of such shares as ofdteeaf the Amendment.

In July 2011, we entered into an Amendntenhe Purchase Agreement where the parties agiaed milestone payment would be made
in cash rather than through the issuance of oumommstock. In August 2011, we paid Parivid $6.7iomlin cash, in lieu of stock, pursuant to
this Amendment as consideration for the complegiod satisfaction of a milestone related to the Bpaxin Sodium Injection developed
technology that was achieved in July 2011. We alipéd the payment as developed technology, wisishcluded in intangible assets in our
consolidated balance sheets as of December 31,8112012. The developed technology is being areattover the estimated useful life of
the Enoxaparin Sodium Injection developed technplafgapproximately 10 years.

Recently Issued Accounting Standards

Please see Note 2 to our consolidated ¢iadrtatements, "Summary of Significant Accountifwlicies", for a discussion of new
accounting standards. The notes to our consolidatadcial statements are contained in Part Iml&of this Annual Report on Form 10-K.
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ltem 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK

We are exposed to market risk related amgles in interest rates. Our current investmenty® to maintain an investment portfolio
consisting mainly of United States money marketieggoment-secured, and high-grade corporate sezsirdirectly or through managed funds,
with maturities of twenty-four months or less. @ash is deposited in and invested through highsdréinancial institutions in North America.
Our marketable securities are subject to inteastnisk and will fall in value if market interasites increase. However, due to the conservativ
nature of our investments, low prevailing markeé¢saand relatively short effective maturities obtiestruments, interest rate risk is mitigated.
If market interest rates were to increase immeljiaed uniformly by 10% from levels at December 2@12, we estimate that the fair value of
our investment portfolio would decline by an immakamount. We do not own derivative financialtmsnents in our investment portfolio.
Accordingly, we do not believe that there is anytemial market risk exposure with respect to deirgtforeign currency or other financial
instruments that would require disclosure undes itieim.
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Iltem 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY D ATA
Report of Independent Registered Public Accountingrirm
The Board of Directors and StockholderdMoimenta Pharmaceuticals, Inc.

We have audited the accompanying conselitibalance sheets of Momenta Pharmaceuticalsasraf December 31, 2012 and 2011, anc
the related consolidated statements of comprehelflsigs) income, stockholders' equity and cashdlfaw each of the three years in the perioc
ended December 31, 2012. These financial stateraeathe responsibility of the Company's managen@umt responsibility is to express an
opinion on these financial statements based omodits.

We conducted our audits in accordance thighstandards of the Public Company Accounting Slgat Board (United States). Those
standards require that we plan and perform thet éudbtain reasonable assurance about whethdinthecial statements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and diss in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managenewnielhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statementened to above present fairly, in all materialpests, the consolidated financial position of
Momenta Pharmaceuticals, Inc. at December 31, 262011, and the consolidated results of its dlpasand its cash flows for each of the
three years in the period ended December 31, 20T@nformity with U.S. generally accepted accoogtiprinciples.

We also have audited, in accordance wighstndards of the Public Company Accounting Ogatd8oard (United States), Momenta
Pharmaceuticals, Inc.'s internal control over ftiahreporting as of December 31, 2012, based iberier established in Internal Control—
Integrated Framework issued by the Committee ohSpiing Organizations of the Treadway Commissiahaur report dated February 28,
2013 expressed an unqualified opinion thereon.

/sl Ernst & Young LLP

Boston, Massachusetts
February 28, 2013
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MOMENTA PHARMACEUTICALS, INC.
CONSOLIDATED BALANCE SHEETS

(in thousands, except per share amounts)

December 31

2012 2011

Assets
Current asset:
Cash and cash equivalel $ 52990 $ 49,24¢
Marketable securitie 287,61: 299,19:
Accounts receivabl 10,81: 28,17:
Unbilled revenus 80C 2,76¢
Prepaid expenses and other current a: 4,95: 2,54
Restricted cas — 17,50(

Total current asse 357,16° 399,42:
Property and equipment, r 22,38( 13,327
Restricted cas 19,97: —
Intangible assets, n 6,711 7,772
Other lon¢-term asset 40C 38¢

Total asset $ 406,62¢ $ 420,90
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payabl $ 358 $ 4,70¢
Accrued expense 9,641 9,131
Deferred revenu 4,42¢ 2,15¢
Other current liabilitie: 514 32

Total current liabilities 18,16: 16,02¢
Deferred revenue, net of current port 27,26¢ 1,60¢
Other lon¢-term liabilities 712 19t

Total liabilities 46,14 17,83:
Commitments and contingencies (Note
Stockholders' Equity:
Preferred stock, $0.01 par value per share; 5,08fes authorized at

December 31, 2012 and 2011, 100 shares of Serdesiar

Participating Preferred Stock, $0.01 par valuesbare designated an

no shares issued and outstanc — —
Common stock, $0.0001 par value per share; 106s086es authorized

December 31, 2012 and 2011, 51,709 and 51,285ssisaeed and

outstanding at December 31, 2012 and 2011, respéc 5 5
Additional paic-in capital 522,42: 506,55
Accumulated other comprehensive income (I 111 (82)
Accumulated defici (162,05) (103,409

Total stockholders' equi 360,48° 403,07¢

Total liabilities and stockholders' equ $ 406,62¢ $ 420,90¢

The accompanying notes are an integral part ottheasolidated financial statements.
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MOMENTA PHARMACEUTICALS, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INC OME

(in thousands, except per share amounts)

Collaboration revenue
Product revenu
Research and development reve

Total collaboration revent
Operating expense
Research and developmel
General and administrative
Total operating expens

Operating (loss) incomr

Other income (expense
Interest incom:
Interest expens
Other income
Total other income (expens

Net (loss) incomi

Net (loss) income per shal
Basic

Diluted

Weighted average shares outstand
Basic

Diluted

Other comprehensive income (los
Unrealized gains (losses) on available-for-saleketable
securities

Comprehensive (loss) incor
* Non-cash share-based compensation expense imtiode
operating expenses is as follo

Research and developme
General and administratiy

The accompanying notes are an integral part ottheasolidated financial statements.
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Year Ended December 31

2012 2011 2010
$ 54,77 $ 270,47: $ 96,62t
9,14¢  12,59¢ 20,147
63,92,  283,06( 116,77
80,34 64,657  51,71:
4368.  38,71( 2859
124,022 ~ 103,36 _ 80,30:
(60,10() ~ 179,70: 36,46
1,23¢ 74€ 17€
— (91) (329
22( — 97¢
1,45¢ 65E 82t
$ (58,649 $ 180,35( $ 37,29(
$ (116 $  3.6: 0.84
$ (116 $  35E 0.81
50,41 49,85,  44,62¢
50,41, 50,82  45,94:
192 (65) 9)
$ (58,450 $ 180,29: $ 37,28:
$ 583 $ 4,91¢ 4,08t
$ 788 $ 6,21¢ 6,75¢
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

Balances at December &
2009
Issuance of common sto
in public offering
Issuance of common
stock pursuant to the
exercise of stock
options and employe
stock purchase ple
Issuance of restricted
stock
Cancellation of
restricted stocl
Sharebased compensati
expense for employe:
Sharebased compensati
expense for non-
employee
Unrealized loss on
marketable securitie
Net income

Balances at
December 31, 201
Issuance of common
stock pursuant to the
exercise of stock
options and employe
stock purchase ple
Issuance of restricted
stock
Cancellation of
restricted stocl
Share-based
compensation expen
for employee:
Share-based
compensation expen
for nor-employees
Unrealized loss on
marketable securitie
Net income

Balances at December &
2011

Issuance of common sto
pursuant to the exercis
of stock options and
employee stock
purchase pla

Issuance of restricted
stock

Cancellation of restrictec
stock

Sharebased compensati
expense for employe:

MOMENTA PHARMACEUTICALS, INC.

(in thousands)

Accumulated

Other

Common Stock Additional Comprehensive Total
Par Paid-In Accumulated  Stockholders'

Shares _Value Capital Deficit Equity
44,627 $ 4 $41521: $ (7) $ (321,049 $ 94,16
4,21¢ 1 57,08 — — 57,08t
794 — 6,73t — — 6,73t
147 — — — — —
(39 — — — — —
— — 10,36 — — 10,36
— — 47¢ — — 47¢
— — — (9) — 9
— — — — 37,29( 37,29(
49,747 $ 5 $489,87! $ (16) $ (283,759 $ 206,10:
56¢ — 5,54¢ — — 5,54¢
1,021 — — — _ _
6y - — — _ _
— — 10,94¢ — — 10,94¢
— — 192 — — 192
— — — (65) — (65)
— — — — 180,35t 180,35t
51,28 $ 5 $506,55 $ (81) $ (103,40) $ 403,07t
25% — 2,15¢ — — 2,15¢
19¢ — — — — —
(27) — — — — —
— — 13,61: — — 13,61t



Sharebased compensati
expense for non-

employees — — 97 — — 97
Unrealized gain on

marketable securitie — — — 192 — 192
Net loss — — — — (58,649 (58,649
Balances at December &

2012 51,70¢ $ 5 $522,42: $ 111 $ (162,05) $ 360,48

The accompanying notes are an integral part oktheasolidated financial statements.
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MOMENTA PHARMACEUTICALS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Year Ended December 31
2012 2011 2010

Cash Flows from Operating Activities:
Net (loss) incom $ (58,64¢) $ 180,35t $ 37,29(
Adjustments to reconcile net (loss) income to reshcprovidec

by (used in) operating activitie

In-process research and development expense rédated

acquisition of sialylation technology ass — 4,50( —
Depreciation and amortizatic 6,41¢ 4,13 4,361
Sharebased compensation expel 13,71: 11,13¢ 10,84(
Amortization of premium on investmer 3,28¢ 1,67 89:
Amortization of intangible: 1,061 1,37¢ 29¢
Loss on disposal of ass¢ 19 23¢ 10z
Changes in operating assets and liabilit
Accounts receivabl 17,36( 26,31¢ (54,48
Unbilled revenu 1,96t 2,50( (51%)
Prepaid expenses and other current a: (2,40€6) (759) (200
Restricted cas (2,477) (15,727 —
Other asset 38¢ (389) —
Accounts payabl (1,129 31t 16¢
Accrued expense 51C 33 2,98¢
Deferred revenu 27,93: (2,149 (2,850
Other current liabilitie! 482 9 47
Other lon¢-term liabilities 517 144 2
Net cash provided by (used in) operating activi 8,99¢ 213,72! (1,057
Cash Flows from Investing Activities:
Purchase of equity investme (400) — —
Acquisition of sialylation technology assi — (4,500 —
Milestone payment related to Parivid for develofeszhnology — (6,669 —
Purchases of property and equipm (15,49) (8,699 (1,679
Purchases of marketable securi (515,089 (551,27) (90,769
Proceeds from maturities of marketable secur 523,57. 302,41f 111,50:
Net cash (used in) provided by investing activi (7,407 (268,72() 19,06"

Cash Flows from Financing activities:
Proceeds from public offering of common stock, eféssuanc

costs — — 57,08¢
Proceeds from issuance of common stock under stacls 2,15¢ 5,54¢ 6,73t
Payments on financed leasehold improvem — (25¢) (737)
Principal payments on capital lease obligati — (1,729 (2,349
Net cash provided by financing activiti 2,15: 3,55¢ 60,73¢
Increase (decrease) in cash and cash equivi 3,74¢ (51,436 78,74
Cash and cash equivalents, beginning of pe 49,24! 100,68: 21,93«
Cash and cash equivalents, end of pe $ 52,990 $ 49,24f $100,68:
Supplemental Cash Flow Information:
Cash paid for intere: $ — 3 91 $ 32¢

The accompanying notes are an integral part oktheasolidated financial statements.
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MOMENTA PHARMACEUTICALS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. The Company
Business

Momenta Pharmaceuticals, Inc. (the "CompanyMomenta") was incorporated in the state ofdare in May 2001 and began
operations in early 2002. Its facilities are lochite Cambridge, Massachusetts. Momenta is a biatdohy company specializing in the
structural characterization, process engineeringbaologic systems analysis of complex moleculé® Tompany's initial technology was b
on the ability to characterize complex polysacatesi Over the last decade, the Company has exp#sdegbertise into technologies that
enable it to develop a diversified product portiaf complex generics, biosimilars, and novel peiduThe Company presently derives all of
its revenue from collaborations.

2. Summary of Significant Accounting Policies
Principles of Consolidatior

The accompanying consolidated financiaksteents reflect the operations of the Company headCompany's wholly-owned subsidiary
Momenta Pharmaceuticals Securities Corporationsighificant intercompany accounts and transacti@ been eliminated.

Use of Estimates

The preparation of financial statementsdnformity with generally accepted accounting pipies, or GAAP, in the United States requ
management to make estimates and assumptiondfenetttae reported amounts of assets and liaksligied the disclosure of contingent assets
and liabilities at the date of the consolidatedficial statements and the reported amounts of vegeaind expenses during the reporting pe
On an ongoing basis, the Company evaluates itmat#s and judgments, including those related tema® recognition, accrued expenses, an
share-based payments. The Company bases its estiorahistorical experience and on various otherraptions that are believed to be
reasonable, the results of which form the basisrfaking judgments about the carrying values oftasaed liabilities. Actual results could
differ from those estimates.

Revenue Recoghnitio

The Company recognizes revenue in accoedatith Financial Accounting Standards Board, or BA&ccounting Standards Codificatit
or ASC, 605, Revenue Recognition, which requires dertain criteria must be met before revenuebearecognized: persuasive evidence ¢
arrangement exists; delivery has occurred or sesvi@ve been rendered; the fee is fixed or detebténand collectability is reasonably
assured.

Collaborative Agreements

In 2003, the Company entered into a collation and license agreement, or the 2003 Sandtat©oation, with Sandoz N.V. and
Sandoz Inc. to jointly develop, manufacture and m@mtialize Enoxaparin Sodium Injection in the Udiftates. Sandoz N.V. later assigne
rights in the 2003 Sandoz Collaboration to Sand@z &n affiliate of Novartis Pharma AG. The Compagfers to Sandoz AG and Sandoz Inc.
together as Sandoz.

In 2006 and 2007, the Company entereddrderies of agreements, including a Stock Purchgesement and an Investor Rights
Agreement, with Novartis Pharma AG, and a collationsand
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license agreement, as amended, or the Second S@ontlakoration Agreement, with Sandoz AG. Togethtgs series of agreements is refer
to as the 2006 Sandoz Collaboration. Under the Zfloz Collaboration, the Company and Sandoz Afareded the geographic markets for
Enoxaparin Sodium Injection covered by the 2003d8arCollaboration to include the European Uniondélrthe Second Sandoz
Collaboration Agreement, the Company and SandoZoi@y develop, manufacture and commercialize M356

In December 2011, the Company enteredargtobal collaboration and license agreement wikt8r International Inc., Baxter
Healthcare Corporation and Baxter Healthcare Shectively, Baxter, related to the development anchmercialization of up to six
biosimilars. The Company refers to this agreemsrtha Baxter Agreement.

Under the terms of collaboration agreementered into by the Company, the Company hasvede&ind may continue to receive non-
refundable, up-front license fees, funding or rainsement of research and development efforts,de@md milestone payments if specified
objectives are achieved and/or profit-sharing gahies on product sales.

Product Revenue

Profit share and/or royalty revenue is regmbas product revenue and is recognized basadngicsales or profit share of licensed proc
in licensed territories in the period the salesuoes provided by the collaboration agreement. & la@sounts are determined based on amount
provided by the collaboration partner and involve tise of estimates and judgments, such as predigst allowances and accruals related to
prompt payment discounts, chargebacks, governmanthbther rebates, distributor, wholesaler andgmurchasing organizations, or GPO,
fees, and product returns, which could be adjulstesttd on actual results in the future.

Research and Devel opment Revenue

The Company applies the guidance purswaRASB Accounting Standards Update, or ASU, No.2208, Multiple-Deliverable Revenue
Arrangements (Topic 615), for all multiple-elemantangements entered into on or after January1l], 28d for any multiple-element
arrangements that were entered into prior to Jgnuia?2011 but materially modified on or after Jaryuh, 2011. ASU No. 2009-13 amends the
guidance on the accounting for arrangements inuglttie delivery of more than one element and addsethe determination of the unit(s) of
accounting for multiple-element arrangements and the arrangement's consideration should be a#ddat each unit of accounting. Pursuant
to ASU No. 2009-13, the Company evaluates eacketalble to determine if it qualifies as a sepauai¢ of accounting. This determination is
generally based on whether the deliverable hasdsédone value" to the customer. The arrangemeatisideration is then allocated to each
separate unit of accounting based on the relaéilimg price of each deliverable. The estimatedirsebrice of each deliverable is determined
using the following hierarchy of values: (i) venespecific objective evidence of fair value, (iiyrthrparty evidence of selling price, and
(iii) best estimate of the selling price, or BESRe BESP reflects our best estimate of what tHaggirice would be if the deliverable was
regularly sold on a stand-alone basis. The Compapgcts, in general, to use BESP for allocatingsictmation to each deliverable. In general
the consideration allocated to each unit of acdagris then recognized as the related goods oicg=rare delivered and limited to the
consideration not contingent upon future delivezabThe Company applied ASU No. 2009-13 to the &akgreement.

Under the 2003 Sandoz Collaboration andSénmeond Sandoz Collaboration Agreement, the Compasyeceived and may continue to
receive consideration in the form of noafundable, upfront fees related to intellectualgarty rights and licenses, funding or reimburseroé
research and development efforts, milestone payikspecified objectives are achieved and prdfarsng or

82




Table of Contents

royalties on product sales. The Company is no Ibegigible to receive milestones under the 2003d8arCollaboration because the remaining
milestones were contingent upon there being nd-bdrty competitors marketing an interchangeabiege version of a Lovenox-Equivalent
Product. These multiple-element arrangements weered into prior to January 1, 2011 and have rehbmaterially modified thereafter;
therefore the Company continues to apply our @emounting policy with respect to the non-refundabbpfront license fees and research and
development services for these arrangements. Uhgprior accounting policy, in general, reventanf non-refundable, upfront fees related
to intellectual property rights and licenses whtieeCompany has continuing involvement is recoghiz¢ably over the estimated period of
ongoing involvement, which is typically the devetognt term, because there was no objective andlelevidence of fair value for any
undelivered item to allow the delivered item todo@sidered a separate unit of accounting. Researdhlevelopment funding is recognized as
earned over the period of effort.

Under the 2003 Sandoz Collaboration, then@any has received consideration in the form oéstine payments and under the Second
Sandoz Collaboration Agreement and the Baxter Agese the Company may receive consideration inah@ of milestone payments in futi
periods. The Company applies the guidance purdaah®U No. 2010-17, Revenue Recognition—Milestonetiivdd, for all sales-based,
commercial and research and development milestact@sved. In accordance with ASU No. 2010-17, etitiception of each arrangement tha
includes milestone payments, the Company evalgstels milestone to determine whether (a) the mitest@n only be achieved based in
whole or in part on either (i) our performanceigrgn the occurrence of a specific outcome resglfrom our performance, (b) there is
considerable uncertainty at the date the arrangeimentered into that the event will be achieved &) the achievement of the event would
result in additional payments being due to us.

Additionally, the Company evaluates whetl@ch milestone is considered "substantive." Thagamy designates a milestone as
"substantive" only if it meets all of the followirtbree criteria (i) the consideration is commentauvath either (a) our performance to achieve
the milestone or (b) the enhancement of the valtleeodelivered item(s) as a result of a specifittome resulting from our performance to
achieve the milestone, (ii) the consideration edatolely to past performance and (iii) the consitilen is reasonable relative to all of the
deliverables and payment terms within the arranggme

The Company evaluates factors such ascibatific, regulatory, commercial and other riskattmust be overcome to achieve the
respective milestone, the level of effort and inment required and whether the milestone consideris reasonable relative to all deliverat
and payment terms in the arrangement in makingafsessment. The Company has concluded thattak afevelopment and regulatory
milestones pursuant to its 2003 Sandoz Collabaratial the Second Sandoz Collaboration Agreemersidogtantive. The Company has
concluded that certain of the development milestaral all of the regulatory milestones pursuatii¢oBaxter Agreement are substantive.
Revenues from development and regulatory milestahéeey are non-refundable and deemed substarareerecognized upon successful
accomplishment of the milestones as research arelagfement revenue. Milestones that are not consitlsubstantive are accounted for as
license payments and are evaluated as such indeoamr with ASU No. 2009-13. Sales-based and coniah@endestones are accounted for as
royalties and are recorded as revenue upon achenteshthe milestone, assuming all other revenoegmeition criteria are met.

Cash and Cash Equivalents

The Company invests its cash in bank dépasioney market accounts, corporate debt seayritieited States treasury obligations,
commercial paper and United States government-sped€nterprise securities in accordance witmitestment policy. The Company
classifies as cash equivalents only those invessnehnich are highly liquid and readily convertilbtecash if the original
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maturity, from the date of purchase, is 90 dayless. The Company's cash equivalents are carridt aalue, which approximates cost, and
were primarily composed of money market funds atdbaber 31, 2012 and 2011.

Fair Value Measurements

In May 2011, the FASB issued ASU No. 2041 Bair Value Measurement (Topic 820): Amendment&dhieve Common Fair Value
Measurement and Disclosure Requirements in U.S. BAAd IFRSs. ASU No. 2011-04 clarifies the FASBtent about the application of
certain existing fair value measurement and disclsequirements and changes certain principlesguirements for measuring or disclosing
information about fair value. It requires, for Bvel 3 fair value measurements, new quantitatifermation about significant unobservable
inputs used. In January 2012, the Company adop8d Ko. 2011-04 and determined this update doesnpzct the Company's results of
operations or financial position.

The Company measures certain financiatasseluding cash equivalents and marketable siesiat fair value on a recurring basis.
These financial assets are generally classifidceasl 1 or 2 within the fair value hierarchy. Inngeal, fair values determined by Level 1 input:
utilize quoted prices (unadjusted) in active masKet identical assets or liabilities. Fair valwetermined by Level 2 inputs utilize data points
that are observable, such as quoted prices (adjystéerest rates and yield curves. Fair valuésrdened by Level 3 inputs utilize
unobservable data points for the asset or liabgityd include situations where there is littleanfy, market activity for the asset or liability.&h
fair value hierarchy level is determined by the ésivievel of significant input.

The carrying amounts reflected in the Comyfsconsolidated balance sheets for cash, accoeogivable, unbilled revenue, other current
assets, accounts payable and accrued expensesiapgisofair value due to their short-term matusitie

Concentration of Credit Risks
The Company's primary exposure to credk derives from its cash, cash equivalents, mabketecurities and accounts receivable.

The Company invests its cash in bank dépasioney market accounts, corporate debt seayritieited States treasury obligations,
commercial paper and United States government-sped®nterprise securities in accordance witmitestment policy. The Company has
established guidelines relating to diversificataond maturities that allow the Company to managde ris

Marketable Securitie:

The Company invests its excess cash badanahort-term and long-term marketable debt seesir The Company classifies its
investments in marketable debt securities as aleifr-sale based on facts and circumstances mpras¢he time it purchased the securities.
Purchased premiums or discounts on marketablesgebtities are amortized to interest income thrabghstated maturities of the debt
securities. The Company reports available-for-salestments at fair value at each balance sheetatat includes any unrealized holding gain
and losses (the adjustment to fair value) in acdatad other comprehensive income (loss), a comgafesiockholders' equity. Realized gains
and losses are determined using the specific fitsatton method and are included in interest incofreedetermine whether an other-than-
temporary impairment exists, the Company considéether it intends to sell the debt security ahid,does not intend to sell the debt secu
it considers available evidence to assess whetiemiore likely than not that it will be requiréal sell the security before the recovery of its
amortized cost basis. The Company reviewed itsstmrents with unrealized losses and concluded thathmer-than-temporary impairment
existed at December 31, 2012 and 2011 as it hashility and intent to hold these investments tdurity and it is not more
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likely than not that it will be required to selletlsecurity before the recovery of its amortized basis. The Company did not record any
impairment charges related to its marketable seestiluring the years ended December 31, 2012 @bt Zhere were no realized gains or
losses on marketable securities during the yeatesteBecember 31, 2012, 2011 or 2010.

Accounts Receivable and Unbilled Reven

Accounts receivable represents amountgalttee Company at December 31, 2012 and Decemb@031 from one collaborative partner
related to sales of Enoxaparin Sodium Injection @mthbursement of research and development expedeedled revenue represents amot
owed at December 31, 2012 and December 31, 20frltfre same collaborative partner for reimburserméntsearch and development
expenses. The Company has not recorded any allefanancollectible accounts or bad debt write-@fifisl it monitors its receivables to
facilitate timely payment.

Deferred Revenu:

Deferred revenue represents consideragiogived from our collaboration partners in advasfcachieving certain criteria that must be |
for revenue to be recognized in conformity with GAA

Property and Equipmen

Property and equipment are stated at Gwsts of major additions and betterments are degath maintenance and repairs which do not
improve or extend the life of the respective asastscharged to expense. Upon disposal, the retattdand accumulated depreciation or
amortization is removed from the accounts and asulting gain or loss is included in the consokdastatements of operations. Depreciati
computed using the straight-line method over thienesed useful lives of the assets, which rangmftree to seven years. Leased assets
meeting certain capital lease criteria are capialiand the present value of the related lease gratgris recorded as a liability. Assets under
capital lease arrangements are depreciated usrgtrdight-line method over their estimated uskfek. Leasehold improvements are
amortized over the estimated useful lives of treetsor related lease terms, whichever is shorter.

Long-Lived Assets

The Company evaluates the recoverabilitysoproperty, equipment and intangible assets vdireamstances indicate that an event of
impairment may have occurred. The Company recogramémpairment loss only if the carrying amounadéng-lived asset is not recoverable
based on its undiscounted future cash flows. Impaiit is measured based on the difference betweeratinying value of the related assets or
businesses and the fair value of such assets ordsses. No impairment charges have been recogthimaeh December 31, 2012.

Research and Developme

Research and development costs are expessadurred. Research and development costs mslidries and related expenses for
personnel, license fees, consulting fees, nonelirdind clinical trial costs, contract research mrahufacturing costs, and the costs of laborator
equipment and facilities.

Non-refundable advance payments for good&kvices to be received in the future for useegearch and development activities are
deferred and capitalized. The capitalized amour@®gpensed as the related goods are deliverédr getvices are received.
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Share-Based Compensation Expense

The Company recognizes the fair value afetbased compensation in its consolidated statsmé&comprehensive (loss) income. Share
based compensation expense primarily relates o siptions, restricted stock and stock issued undestock option plans and employee
stock purchase plan. The Company recognizes sleseditompensation expense equal to the fair valsteck options on a straight-line basis
over the requisite service period. Restricted sthlrds are recorded as compensation cost, basbé amarket value on the date of the grant,
on a straightine basis over each award's explicit or implieithdce periods. The Company estimates an awarghkcitservice period based
its best estimate of the period over which an alsarelsting condition(s) will be achieved. The Compeeviews and evaluates these estimates
on a quarterly basis and will recognize any renmgninrecognized compensation as of the date oftamate revision over the revised
remaining implicit service period. The Company &ssuew shares upon stock option exercises, upagrdm of restricted stock awards and
under our employee stock purchase plan.

The Company estimates the fair value ohemtion award on the date of grant using the Bfackoles-Merton option-pricing model. The
Black-Scholes-Merton optiopricing model requires the Company to develop aegabjective assumptions including the expectddotility of
our stock, the expected term of the award andxpeated forfeiture rate associated with the Com[sastpck option plan. The Company
considers, among other factors, the implied vatitd of its currently traded options to provideestimate of volatility based upon current
trading activity. The Company uses a blended Jdiatate based upon its historical performanceyel as the implied volatilities of its
currently traded options, as it believes this appetely reflects the expected volatility of it®sk. Changes in market price directly affect
volatility and could cause share-based compensatipanse to vary significantly in future reportiperiods.

The expected term of awards representpdhied of time that the awards are expected toutstanding. The Company uses a blend of its
own historical data and peer data to estimate pgi@rcise and employee termination behavior, #etju®r known trends, to arrive at the
estimated expected life of an option. For purpadedentifying peer entities, the Company consideraracteristics such as industry, stage of
life cycle and financial leverage. The Company e and evaluates these assumptions regularlyiéctreecent historical data. The risk-free
interest rate for periods within the contractud 6f the option is based on the United Statessingayield curve in effect at the time of grant.

The Company applies an estimated forfeitate to current period expense to recognize shased compensation expense only for those
stock and option awards expected to vest. The Comngstimates forfeitures based upon historical,datpisted for known trends, and will
adjust its estimate of forfeitures if actual fotiees differ, or are expected to differ from susltiraates. Subsequent changes in estimated
forfeitures will be recognized through a cumulatagdustment in the period of change and will alapact the amount of share-based
compensation expense in future periods.

Unvested stock options held by consultantsrevalued using the Company's estimate of &irevat each balance sheet date.
Net (Loss) Income Per Shat

The Company computes basic net (loss) ircpar common share by dividing net (loss) incoméheyweighted average number of
common shares outstanding, which includes comnumks$ssued as a result of public offerings, stogkam exercises, stock purchased under
the Company's employee stock purchase plan anthgeastshares of restricted common stock. The Camgamputes diluted net (loss)
income per common share by dividing net (loss) inedoy the weighted average number of common slaepotential shares from
outstanding stock options and unvested restridtmzk sletermined by applying the treasury stock mettror the year ended December 31,
2012, the effect
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of all potentially dilutive securities is anti-dilue as the Company had a net loss for that peAcdordingly, basic and diluted net loss per
share is the same for the year ended Decemben32, 2

Income Taxes

The Company determines its deferred tagtasmd liabilities based on the differences betvibe financial reporting and tax bases of
assets and liabilities. The deferred tax assetdialilities are measured using the enacted tasrttat will be in effect when the differences
expected to reverse. A valuation allowance is m@owhen it is more likely than not that the deddrrax asset will not be recovered.

The Company applies judgment in the deteation of the financial statement recognition arehsurement of a tax position taken or
expected to be taken in a tax return. The Compaoggnizes any material interest and penaltiesag izt unrecognized tax benefits in income
tax expense.

The Company files income tax returns inmited States federal jurisdiction and multiplatstjurisdictions. The Company is no longer
subject to any tax assessment from an income t@xigation for years before 2004, except to thergtteat in the future it utilizes net
operating losses or tax credit carry forwards thiinated before 2004. As of December 31, 2012 Gbmpany was not under examination by
the Internal Revenue Service or other jurisdictifimsany tax years.

Comprehensive (Loss) Income

Comprehensive (loss) income is the changeuity of a company during a period from transastand other events and circumstances,
excluding transactions resulting from investment®Wwners and distributions to owners. Comprehengoss) income includes net (loss)
income and the change in accumulated other compsareeincome (loss) for the period. Accumulatedeottomprehensive income (loss)
consists entirely of unrealized gains and losseavaiiiable-for-sale marketable securities for alipds presented.

In May 2011, the FASB issued ASU No. 2@BElL-Comprehensive Income (Topic 820): Presentatid@omprehensive Income, which v
further amended by ASU No. 2011-12, Comprehensigerhe (Topic 220): Deferral of the effective dadeAmendments to the Presentation
of Reclassifications of ltems Out of Accumulateth€tComprehensive Income in Accounting Standardd N8. 2011-05, issued in
December 2011. ASU No. 2015 requires that net income, items of other comgmelve income and total comprehensive income tsepter
in one continuous statement or two separate cotige@tatements. The amendments in this Updaterataare that reclassifications from ot
comprehensive income to net income be presentédldeciace of the financial statements. In Januaf?22the Company adopted ASU
No. 201:-05, with the exception of the presentation of assifications on the face of the financial statetsiemhich has been deferred by the
FASB until further notice. ASU No. 2011-05 is redtto presentation only and does not impact thef@myls results of operations or financial
position. See the consolidated statements of cdmpsive (loss) income for relevant disclosures.

Segment Reportin

Operating segments are determined bas#iteonay management organizes its business for malperating decisions and assessing
performance. The Company has only one operatingeeyg the discovery, development and commerciadizaif pharmaceutical products. /
of the Company's revenues through December 31, B&12 come from its collaborative partners andbased solely on activities in the Uni
States.
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3. Fair Value Measurements

The following tables present informatioroabthe Company's financial assets that are medsrfair value on a recurring basis at
December 31, 2012 and December 31, 2011, and tedica fair value hierarchy of the valuation tecjugis the Company utilized to determine
such fair value, which is described further withiate 2,Summary of Significant Accounting Policies .

Financial assets measured at fair valua mturring basis at December 31, 2012 and Decegih@011 are summarized as follows (in
thousands):

Balance as o Quoted Prices in Significant Other Significant Other
December 31, Active Markets Observable Inputs Unobservable Inputs
Description 2012 (Level 1) (Level 2) (Level 3)
Assets:
Cash equivalent $ 47,94 $ 47,94C $ — $ —
Marketable securitie:
U.S. Government-
sponsored enterpris
obligations 51,22t — 51,22¢ —
Corporate debt
securities 158,91 — 158,91 —
Commercial paper
obligations 65,13¢ — 65,13¢ —
Foreign government
bonds 12,337 — 12,331 —
Total $ 33555. % 47,94 % 287,610 $ —
Balance as o Quoted Prices in Significant Other Significant Other
December 31, Active Markets Observable Inputs Unobservable Inputs
Description 2011 (Level 1) (Level 2) (Level 3)
Assets:
Cash equivalent $ 48,31¢ $ 45,31¢ $ 3,00C $ —
Marketable securities
U.S. Government-
sponsored enterpris
obligations 163,99 — 163,99° —
Corporate debt
securities 64,24: — 64,24: —
Commercial paper
obligations 63,24¢ — 63,24: —
Foreign government
bond 6,70¢ — 6,70~ —
U.S. Treasury
obligation 1,001 1,001 — —
Total $ 347,50¢ $ 46,317 $ 301,19: $ —

In the table above, as of December 31, 26drborate debt securities include $28.5 millibfrederal Deposit Insurance Corporation, or
FDIC, guaranteed senior notes issued by finanesitutions under the FDIC's Temporary Liquidityd@Bantee Program. These senior notes
matured at various dates in 2012.

For the years ended December 31, 2012 @bdl, 2here were no transfers between Level 1 andlZfinancial assets. The Company did
not have any non-recurring fair value measurememisny assets or liabilities at December 31, 20tP@ecember 31, 2011.

4. Cash, Cash Equivalents and Marketable Securities

The Company's financial assets have bagaliyvalued at the transaction price and subsedy valued at the end of each reporting
period, typically utilizing third-party pricing seices or other market observable data. The prisergices utilize industry standard valuation
models, including both income and market basedagupres, and observable market inputs to deterngilue vThese observable market inputs
include reportable trades, benchmark yields, ciatiéads, broker/dealer
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quotes, bids, offers, current spot rates and atttistry and economic events. The Company validhegrices provided by its third-party
pricing services by reviewing their pricing methaasl matrices, obtaining market values from othiging sources, analyzing pricing data in
certain instances and confirming that the relevaautkets are active. The Company did not adjuswerrade any fair value measurements
provided by its pricing services as of December281,2 and December 31, 2011.

The following tables summarize the Compagsh, cash equivalents and marketable secwagtiesDecember 31, 2012 and
December 31, 2011 (in thousands):

Gross Gross
Amortized Unrealized Unrealized

As of December 31, 201 Cost Gains Losses Fair Value
Cash and money market fun $ 52,99 $ — 3 — $ 52,99(
U.S. Government-sponsored enterprise

obligations

Due in one year or le: 6,00( — — 6,00(

Due in two years or les 45,19¢ 3C — 45,22t
Corporate debt securiti

Due in one year or le: 76,50( 19 (12) 76,50¢

Due in two years or les 82,36: 72 (30 82,40¢
Commercial paper obligations due in one yea

less 65,104 34 — 65,13¢
Foreign government boni

Due in one year or le: 7,39( — (D) 7,38¢

Due in two years or les 4,95( — 2 4,94¢
Total $ 340,49. $ 158§ (44) $ 340,60:
Reported as

Cash and cash equivalel $ 52,99 $ — 3 — $ 52,99(

Marketable securitie 287,50: 15E (44) 287,61
Total $ 340,49. $ 158§ (44) $ 340,60:

Gross Gross
Amortized Unrealized Unrealized

As of December 31, 201 Cost Gains Losses Fair Value
Cash and money market fun $ 46,24 $ — $ — $ 46,24¢
U.S. Government-sponsored enterprise

obligations

Due in one year or le: 53,73( 1C 4 53,73t

Due in two years or les 110,34« 11 (949 110,26:
Corporate debt securiti

Due in one year or le: 63,22¢ 12 (48) 63,18¢

Due in two years or les 1,06( — 3 1,053
Commercial paper obligations due in one yea

less 66,19: 52 — 66,24
Foreign government bond due in one year or 6,722 — a7 6,70¢
U.S. Treasury obligations due in one year or 1,001 — — 1,001
Total $ 348,51¢ $ 8 $ (16€) $ 348,43t
Reported as

Cash and cash equivalel $ 4924: $ 19 — $ 49,24:

Marketable securitie 299,27! 84 (16€) 299,19:
Total $ 348,51¢ $ 8t $ (16€) $ 348,43t

At December 31, 2012, the Company held 28katable securities that were in a continuousalized loss position for less than one y:
At December 31, 2011, the Company held
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35 marketable securities that were in a continuousalized loss position for less than one yeaDét¢ember 31, 2012 and December 31, 2
no marketable securities were in a continuous Uizeshloss position for greater than one year.

The unrealized losses were caused by #ictos in interest rates. The following table sumiees the aggregate fair value of these
securities at December 31, 2012 and December 31, @0 thousands):

2012 2011
Aggregate Unrealized Aggregate Unrealized
Fair Value Losses Fair Value Losses
U.S. Government-sponsored enterprise
obligations $ — 3 — $ 104,100 $ (98)
Corporate debt securitir $ 8352¢ % (41) $ 36,58. $ (52
Foreign government bon $ 844t % B $ 6,708 $ a7

5. Property and Equipment
At December 31, 2012 and December 31, 2fridherty and equipment, net consists of the falowin thousands):

December 31

2012 2011 Depreciable Lives
Computer equipmer $ 166/ $ 1,26i 3 years
Software 6,38( 4,15: 3 years
Office furniture and equipmel 2,201 1,652 5 to 6 year:
Laboratory equipmer 31,12¢ 20,92¢ 7 years
Leasehold improvemen 8,671 6,74¢  Shorter of asset life or lease te
Less: accumulated depreciati (27,67() (21,419

$ 22,38 $ 13,32

During 2012, the Company disposed of ceitad and computer equipment with total gross éagramount of $186,000 and accumulatec
depreciation of $167,000. Depreciation and amditimeexpense, including amortization of assets néet under capital leases, amounted to
$6.4 million, $4.1 million and $4.4 million for theears ended December 31, 2012, 2011 and 201@&atdsgy.

6. Intangible Assets

As of December 31, 2012 and December 311 2btangible assets, net of accumulated amoitizadre as follows (in thousands):

December 31, 201, December 31, 201
Weighted-Average
Amortization Gross Carrying Accumulated Gross Carrying Accumulated
Period (in years) Amount Amortization Amount Amortization
Core and
developed
technology 10 $ 10,257 $ (3,546 $ 10,257 $ (2,485
Non-compete
agreemen 2 17C (170 17C (170
Total
intangible
asset: 10 $ 10,427 $ (3,71¢) $ 10,427 $ (2,655

The Company's intangible assets are destmbithin Note 16Related Party Transactions.

Amortization is computed using the straijie method over the useful lives of the respectitangible assets as there is no other patter
of use that is reasonably estimable. Amortizatigrease was approximately $1.1 million, $1.4 millemd $0.3 million during years ended
December 31, 2012, 2011 and 2010, respectively.
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The Company expects to incur amortizatigrease of appropriately $1.1 million per year facle of the next five years.
7. Restricted Cash

The Company designated $17.5 million atateral for a security bond posted in the litigatemainst Watson Pharmaceuticals Inc. (now
Actavis, Inc., or Actavis), Amphastar Pharmaceusidac., or Amphastar, and International Medicast®yns, Ltd. (a wholly owned subsidiary
of Amphastar), as discussed within Note Cdmmitments and Contingencies. The $17.5 million is held in an escrow accountHanover
Insurance. The Company reclassified this restricesh from current to long-term in 2012 as thertgrof a final decision in the Enoxaparin
Sodium Injection patent litigation is not known.

The Company designated $2.5 million asatethl for a letter of credit related to the leakeffice and laboratory space at its headquartel
located at 675 West Kendall Street, Cambridge, Biasssetts. This balance will remain restrictedufjfothe remaining term of the lease
which ends in April 2015. The Company will earreirgst on the balance.

8. Accrued Expenses

At December 31, 2012 and December 31, 28ddrued expenses consisted of the following @usands):

2012 2011
Accrued compensatic $ 532 $ 5,16¢
Accrued contracted research cc 2,61¢ 434
Accrued royaltie: 41¢ 2,09¢
Accrued professional fet 97¢ 99C
Other 302 44¢

$ 9,641 $ 9,131

9. Collaborations and License Agreements
2003 Sandoz Collaboration

In November 2003, the Company enteredantollaboration and license agreement, or the Zi0®loz Collaboration, with Sandoz AG
and Sandoz Inc. collectively, Sandoz, to jointlyelep and commercialize Enoxaparin Sodium Injegtaogeneric version of Lovenox®, a low
molecular weight heparin, or LMWH.

Under the 2003 Sandoz Collaboration, then@any granted Sandoz the exclusive right to manufacdistribute and sell Enoxaparin
Sodium Injection in the United States. The Compagreed to provide development and related sereicescommercially reasonable basis,
which included developing a manufacturing procesnake Enoxaparin Sodium Injection, scaling upgiaeess, contributing to the
preparation of an Abbreviated New Drug ApplicationANDA, in Sandoz's name to be filed with the FDéther scaling up the
manufacturing process to commercial scale, andetidevelopment of intellectual property. The Comphas the right to participate in a joint
steering committee which is responsible for overgedevelopment, legal and commercial activitied emich approves the annual
collaboration plan. Sandoz is responsible for consmbzation activities and will exclusively didttite and market the product. The Company
identified two significant deliverables in this angement consisting of: (i) a license and (ii) depment and related services. The Company
determined that the license did not meet the @iter separation as it did not have stand-alorieevapart from the development services,
which are proprietary to the Company. Therefore,@lompany determined that a single unit of accagrgiists with respect to the 2003
Sandoz Collaboration.

91




Table of Contents

In July 2010, the FDA granted marketingrappl of the ANDA for Enoxaparin Sodium Injectioitefl by Sandoz. The Company is pait
cost for external costs incurred for development @ated activities and is paid for full time egplents, or FTES, performing development
related services. The profit-share or royaltiesd®aris obligated to pay the Company under the Z¥¥&loz Collaboration differ depending on
whether (i) there are no third-party competitorshkating an interchangeable generic version of Loxewor Lovenox-Equivalent Product (as
defined in the 2003 Sandoz Collaboration), (ii)av&nox-Equivalent Product is being marketed by 8aentis, which distributes the brand
name Lovenox, or licensed by Sanofi-Aventis to Babtompany to be sold as a generic drug, both kraswauthorized generics, or (iii) there
is one or more third-party which is not Sanofi-Atismarketing a Lovenox-Equivalent Product. Untilt@ber 2011, no third-party competitors
were marketing a Lovenox-Equivalent Product; thenef Sandoz paid the Company 45% of the contrapnadits from the sale of Enoxaparin
Sodium Injection. Profits on sales of Enoxaparidi8m Injection are calculated by deducting from sedes the cost of goods sold and an
allowance for selling, general and administratigsts, which is a contractual percentage of nesshieOctober 2011, Sandoz confirmed the
authorized generic Lovenox-Equivalent Product weiadp marketed, which meant that Sandoz was obligat@ay the Company a royalty on
its net sales of Enoxaparin Sodium Injection uthi@ contractual profits from those net sales imaalpct year (July 1—June 30) reached a
certain threshold, which was achieved in Decembéd 2at which point the Company reverted back ¢eikéng profit share revenue.
Additionally, in October 2011, FDA approved the ANDor the enoxaparin product of Actavis and Amphasin January 2012, following the
Court of Appeals for the Federal Circuit grantingtay of the preliminary injunction previously issliagainst them by the United States Dis
Court, Actavis announced that it and Amphastamidéel to launch their enoxaparin product. Consefyue®dndoz is obligated to pay the
Company a royalty on net sales in each post-lasoalkract year, which for net sales up to ageéned sales threshold is payable at a 10%
and for net sales above the sales threshold iresdasl2%. The Company earned $54.8 million and $2&iillion in profit share/royalty
revenue from Sandoz on net sales of Enoxaparinu8ottijection during the years ended December 312 2(hd 2011, respectively. The
Company earned $96.6 million in profit share pradegenue from Sandoz on net sales of Enoxapaidiu8olnjection during the year ended
December 31, 2010.

If certain milestones were achieved witbpext to Enoxaparin Sodium Injection under certaitumstances, Sandoz agreed to make
payments to the Company which would reach $55 anilif all such milestones were achieved. Under20@3 Sandoz Collaboration, in July
2010, upon the achievement of a regulatory milestbe Company earned and recognized $5.0 milligasearch and development revenus
addition, no third-party competitors had marketddaenox-Equivalent Product as of July 2011, the pear anniversary of the FDA's
approval of Enoxaparin Sodium Injection. As a rednlthe year ended December 31, 2011, the Compamed and recognized $10.0 million
in product revenue upon the achievement of the ceroial milestone. The Company is no longer eligibleeceive milestones under the 2003
Sandoz Collaboration because the remaining milestarere contingent upon there being no third-pestypetitors marketing an
interchangeable generic version of a Lovenox-EdaivaProduct.

A portion of the development expenses arthin legal expenses, which in the aggregate baveeded a specified amount, are offset
against profit-sharing amounts, royalties and rnoles payments. Sandoz also may offset a porti@mgfproduct liability costs and certain
other expenses arising from patent litigation asfaémy profit-sharing amounts, royalties and milestpayments.

The Company recognizes research and daweloprevenue from FTE services and research arelai@aent revenue from external
development costs upon completion of the performaaquirements (i.e., as the services are perfoanddhe reimbursable costs are
incurred). Revenue from external development destscorded on a gross basis as the Company ctmttiaectly with, manages the work of
and is responsible for payments to third-party weador such development and

92




Table of Contents

related services, except with respect to any ansodue Sandoz for manufacturing raw material puehashich are recorded on a net basis a:
an offset to the related development expense. Theare been no such manufacturing raw material peehsince 2006.

2006 Sandoz Collaboration

In July 2006, the Company entered intoaisPurchase Agreement and an Investor Rights Ageaewith Novartis Pharma AG, and in
June 2007, the Company and Sandoz AG executedadai@tion and license agreement, as amendede @d¢bond Sandoz Collaboration
Agreement, related to the development and commniaiion of M356, which is designed to be a gengsdtsion of Copaxone® (glatiramer
acetate injection). Together, this series of ageemis referred to as the "2006 Sandoz Collalmrati

Pursuant to the terms of the Stock PurcAggeement, the Company sold 4,708,679 sharesmfrmmn stock to Novartis Pharma AG, an
affiliate of Sandoz AG, at a per share price of. 35the closing price of the Company's commonkstotthe NASDAQ Global Market was
$13.05 on the date of the Stock Purchase Agreerfmrdah aggregate purchase price of $75.0 millieaulting in a paid premium of
$13.6 million. The Company recognizes revenue ftoen$13.6 million paid premium on a straight-liresis over the estimated development
period of approximately six years beginning in J2887. The Company recognized research and develapr@venue relating to this paid
premium of approximately $2.2 million for each bétyears ended December 31, 2012, 2011 and 2010.

Under the 2006 Sandoz Collaboration, then@amy and Sandoz AG expanded the geographic mddkeEsmoxaparin Sodium Injection
covered by the 2003 Sandoz Collaboration to incthdeEuropean Union and further agreed to excllysiva@laborate on the development and
commercialization of M356 for sale in specifiedimts of the world. Each party has granted the atinezxclusive license under its intellectual
property rights to develop and commercialize suddpcts for all medical indications in the releveegions. The Company has agreed to
provide development and related services whichuites developing a manufacturing process to makprtigucts, scaling up the process,
contributing to the preparation of regulatory fijs) further scaling up the manufacturing procesotomercial scale, and related development
of intellectual property. The Company has the righparticipate in a joint steering committee, vwhigs responsible for overseeing developrnr
legal and commercial activities and which apprafesannual collaboration plan. Sandoz AG is resipteéor commercialization activities a
will exclusively distribute and market any productsered by the 2006 Sandoz Collaboration. The Gomyjdentified two significant
deliverables in this arrangement consisting of (icense and (ii) the development and relatedicesy The Company determined that the
license did not meet the criteria for separatioit dees not have stand-alone value apart frondéwelopment services, which are proprietary
to the Company. Therefore, the Company has detedtimt a single unit of accounting exists wittpees to the 2006 Sandoz Collaboration.

The term of the Second Sandoz Collaboradigreement extends throughout the development amhercialization of the products until
the last sale of the products, unless earlier teated by either party pursuant to the provisionthefSecond Sandoz Collaboration Agreement
Sandoz AG has agreed to indemnify the Companydapus claims, and a certain portion of such cogty be offset against certain future
payments received by the Company.

Costs, including development costs ancct® of clinical studies, will be borne by the pastin varying proportions, depending on the
type of expense and the related product. All conerabration responsibilities and costs will be betyy Sandoz AG. Under the 2006 Sandoz
Collaboration, the Company is paid at cost for axternal costs incurred in the development of petalwhere development activities are
funded solely by Sandoz AG or partly in proportishere development costs are shared between the @ynamd Sandoz AG. The Company
also is paid at a contractually
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specified rate for FTEs performing development ises/where development activities are funded sdigl$$andoz AG or partly by proportion
where development costs are shared between the @ynamd Sandoz AG. The parties will share profitearying proportions, depending on
the product. The Company is eligible to receiveai163.0 million in milestone payments upon thieieeement of certain regulatory,
commercial and sales-based milestones that in@8eD million in regulatory milestones relatedte aipproval by the FDA of M356 and
$153.0 million in sales-based and commercial nmoless. The Company has concluded that the regulatidegtones pursuant to its 2006
Sandoz Collaboration are substantive. The Compealuated factors such as the scientific and regogjaisks that must be overcome to
achieve the respective milestone, the level ofreffnd investment required and whether the milestmmsideration is reasonable relative to al
deliverables and payment terms in the arrangememgking this assessment. Revenues from non-retilmdagulatory milestones are
recognized upon successful accomplishment of thestones as research and development revenue:t&aled and commercial milestones
accounted for as royalties and are recorded asuevepon achievement of the milestone, assumiratadr revenue recognition criteria are
met. The Company has not earned and thereforedtasacognized any milestone payments under thesmxgament.

The Company recognizes research and deweloprevenue from FTE services and research arelaigaent revenue from external
development costs upon completion of the performaaquirements (i.e., as the services are perfoanddhe reimbursable costs are
incurred). Revenue from external development destscorded on a gross basis as the Company ctmttiaectly with, manages the work of
and is responsible for payments to thirakty vendors for such development and relatedaesyvexcept with respect to any amounts due Si
for shared development costs, which are recordealrat basis. The Company recorded a reductioesarch and development revenue of
$0.7 million and $1.5 million for the years endeeld@mber 31, 2012 and 2011, respectively, relatdoketshared development costs.

Baxter Agreemen

In December 2011, the Company entereddrdevelopment, license and option agreement wiktieBanternational Inc., Baxter
Healthcare Corporation and Baxter Healthcare Shectively, Baxter. The Company refers to this agnent as the "Baxter Agreement." The
Baxter Agreement became effective in February 2@bwing expiration of the applicable waiting jp@dl under the Hart-Scott-Rodino
Antitrust Improvements Act, as amended.

Under the Baxter Agreement, the Compangedjto collaborate, on a wondéde basis, on the development and commercializatfdwo
biosimilars, M923 and M834, products indicatedha inflammatory and autoimmune therapeutic araatheoinitial products. In July 2012,
Baxter selected a third biosimilar for inclusiortlie collaboration. Baxter has the right until regy 2015, to select up to three additional
biosimilars to be included in the collaborationeT@ompany initiated development of this produetanoclonal antibody for oncology, which
has been designated as M511. The Company doesasitve milestones related to the selection of it products. The process for
achieving milestones is as follows:

. Baxter selects an additional product to the collation and the Company initiates development.

. If the Company achieves pre-defined "minimum depwlent" criteria related to the additional prod@axter is given an option
to exercise exclusive license rights.

. If Baxter exercises its exclusive license optiomdvance the product under the Baxter AgreenteatCompany will earn a
license payment.
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. If the Company achieves pre-defined "technical tgpraent” criteria related to the initial productaatditional product, the
Company will earn a milestone payment.

. For the initial and additional products, if the Qmany either (a) submits an Investigational New Daipglication, or IND, to the
FDA or (b) is not required to file an IND, eithesferred to as the "Transition Period," the Compaillyearn a milestone
payment.

. Following the Transition Period, Baxter will assunasponsibility for development of each biosimiland the Company has the

potential to receive up to $300 million in regulgtenilestones. These milestones are designed tarcethe Company, on a
sliding scale, for reducing the scope of the chhixctivities required to develop each biosimilar.

Under the Baxter Agreement, each partygnasted the other an exclusive license under igdl@ctual property rights to develop and
commercialize designated products for all therapeéndications. The Company has agreed to provielbpment and related services on a
commercially reasonable basis through the TramsReriod for each product, which include high-ragoh analytics, characterization, and
product and process development. Baxter is resblenfair clinical development, manufacturing and coencialization activities and will
exclusively distribute and market any products cegédy the Baxter Agreement. The Company has i to participate in a joint steering
committee, consisting of an equal number of memfrers the Company and Baxter, to oversee and mathagagevelopment and
commercialization of products under the collaboratiCosts, including development costs, paymentisitd parties for intellectual property
licenses, and expenses for legal proceedings,dimguhe patent exchange process pursuant to tledsis Price Competition and Innovation
Act of 2009, will be borne by the parties in varyiproportions, depending on the type of expensetandtage of development. The Company
has the option to participate, at its discretioraicost and profit share arrangement for the dolaitional products up to 30%. If the profit share
is elected, the royalties payable would be redumgedp to nearly half. Absent a cost share arrangéntiee Company will generally be
responsible for research and process developmety pdor to filing an IND, and the cost of in-humelinical trials, manufacturing in
accordance with current good manufacturing prastaoed commercialization will be borne by Baxter.

In addition, the Company has agreed, foergod commencing six months following the effeetdlate and ending on the earlier of (i) thre
years from the effective date of the Baxter Agreeinfsubject to certain limited time extensions esvjgled for in the Baxter Agreement)
(ii) the selection of the four additional produdtsnotify Baxter of bona fide offers from thirdtias to develop or commercialize a biosimilar
that could be an additional product candidate.dvalthg such notification, if Baxter does not seleath proposed product or products for
inclusion in the collaboration, the Company hasrtgkt to develop, manufacture, and commercialimhsproduct or products on its own or
with a third party. The Company also agreed to pl®Baxter with a right of first negotiation witespect to collaborating in the development
of a competing product for a period of three ydallswing the effectiveness of an IND exemptiorvaaiver or regulatory authority
authorization to dose humans, subject to certatricions as outlined in the Baxter Agreementldwing the third anniversary of the effective
date of the Baxter Agreement (subject to certaitéid time extensions as provided for in the BaRigreement), the Company may develop,
on its own or with a third party, any biosimilaioguct not named under the Baxter Agreement, sutyjemrtain restrictions.

Under the terms of the Baxter Agreemen,Glompany received an initial cash payment of $8fBom The Company is eligible to recei
from Baxter license payments totaling $28 millian the exercise of options with respect to the tatutl four product candidates that can be
named under the Baxter Agreement, payments of $iomeéach for extensions of the period during whstich additional products may be
selected, and a license payment of $7 million uperachievement of pre-defined "minimum developrheriteria, as defined in the
agreement, for M834 (a selected
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biosimilar). The Company is also eligible to reegefitom Baxter an aggregate of approximately $380amiin potential milestone payments,
comprised of (i) up to $80 million in substantivéestone payments upon achievement of specifidohieal and development milestone eve
across the six product candidates, and (ii) regoyanilestones totaling up to $300 million, on &lislg scale, across the six product candidate:
where, based on the products' regulatory applicatieere is a significant reduction in the scopghefclinical trial program required for
regulatory approval. Two of the technical and depaient milestones were time-based and the togibkdi milestones have been adjusted to
correspond to current development plans. There@@her time-based milestones included in the &akgreement. The technical and
development milestones include (i) achievementatain criteria that will ultimately drive commeatifeasibility for manufacturing the
products and (ii) acceptance by the FDA of an INpl&ation.

For the three products in development utideBaxter Agreement, if the Company achievesagedevelopment and technical criteria,
Company could receive a total of up to $26 millinticense payments and milestones in 2014.

In addition, if any of the six products arecessfully developed and launched, Baxter wiltdguired to pay to the Company royalties on
net sales of licensed products worldwide, with sebayalty rate in the high single digits with f@tential for significant tiered increases base
on the number of competitors, the interchangegtufithe product, and the sales tier for each pcbdithe maximum royalty with all potential
increases would be slightly more than double trsebayalty.

The term of the collaboration shall conéntbroughout the development and commercializaifche products, on a product-by-product
and country-by-country basis, until there is no agrnimg payment obligation with respect to a prodadhe relevant territory, unless earlier
terminated by either party pursuant to the termbefBaxter Agreement.

The Baxter Agreement may be terminated by:

. either party for breach by or bankruptcy of tileer party;

. the Company in the event Baxter elects to termittegeBaxter Agreement with respect to both of tiigal two products within
certain time period;

. Baxter for its convenience; or

. the Company in the event Baxter does not exeraserercially reasonable efforts to commercializeapct in the United
States or other specified countries, provided wetlso have certain rights to directly commerz&abuch product, as oppose:
terminating the Baxter Agreement, in event of sadireach by Baxter.

In accordance with FASB's ASU No. 2009-WBitiple-Deliverable Revenue Arrangements (Topi&fthe Company identified all of the
deliverables at the inception of the Baxter Agreetn€he deliverables were determined to includéh@)development and product licenses to
the two initial biosimilars and the four additiormbsimilars, (ii) the research and developmentises related to the two initial biosimilars and
the four additional biosimilars and (iii) the Conmgas participation in a joint steering committe@eTCompany has determined that each of th
license deliverables do not have stand-alone \agbagt from the related research and developmevitssrdeliverables as there are no other
vendors selling similar, competing products onamdtalone basis, Baxter does not have the conédagtynt to resell the license, and Baxter is
unable to use the license for its intended purpat®ut the Company's performance of research aveldpment services. As such, the
Company determined that separate units of accayetiist for each of the six licenses together withrelated research and development
services, as well as the joint steering committéh respect to this arrangement. The estimatethggbrices for these units of accounting were
determined based on similar license arrangementshennature of the research and development ssrticbe performed
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for Baxter and market rates for similar servicdse @rrangement consideration of $61 million, whiatiudes the $33 million upfront payment
and aggregate option payments of $28 million, wiasated to the units of accounting based on thaive selling price method. Of the

$61 million, $10.3 million has been allocated te fhist initial product license together with tredated research and development services,
$10.3 million to each of the four additional protlicenses with the related research and developseuices, $9.4 million has been allocated
to the second initial product license together i related research and development servicetodbhat product's stage of development at
time the license was delivered, and $114,000 has bHocated to the joint steering committee uhaarounting. The Company will commel
revenue recognition for each of the six units afcamting related to the products upon deliveryhefrelated development and product license
and will record this revenue on a straight-lineibaser the applicable performance period duringctvithe research and development service:
will be delivered. The Company will recognize tle@e@nue related to the joint steering committeevdedible over the applicable performance
period during which the research and developmentcss will be delivered. The Company has deternhithat the performance period for e

of the combined six units of accounting consistifithe products and related research and develdpseevices, begins upon delivery of the
related development and product license and enois EPA approval of the related product. The Complaay also determined that the
applicable performance period for the joint steggiommittee deliverable begins upon delivery offtret development and product license i
ends upon the latest date of FDA approval. The Gomgurrently estimates that the performance pddpthe two initial products,
considering their respective stage of developmsmtpproximately five and seven years, respectj\aty the period of performance for the
joint steering committee is approximately nine ge&ruring the year ended December 31, 2012, thep@oyncommenced recognition of t
revenue allocated to the two initial products battfor the four additional products as those liemnisave not been delivered. The Company
recognized revenue relating to the amortized poitthe upfront payment of approximately $3.0 ioilifor the year ended December 31,
2012. The portion of the upfront payment that isarmed at December 31, 2012 is included in defemeehue.

Any associated royalty or profit sharinymeents will be considered contingent fees that aglrecorded as earned in future periods.
Baxter's option to extend the naming period is @red to be substantive. As such, potential fess@ated with the naming period extension
will be recognized in future periods if and wherxia exercises its right to extend the naming pkfar any additional products.

The Company has concluded that certaih®téchnical and development milestones and @fileofegulatory milestones pursuant to the
Baxter Agreement are substantive. The Company ateduactors such as the scientific and regulaiskg that must be overcome to achieve
these milestones, the level of effort and investmequired and whether the milestone considerasisaasonable relative to all deliverables
payment terms in the arrangement in making thisssseent. Revenues from non-refundable technicadlaigment and regulatory milestones
will be recognized upon successful accomplishméthi@milestones as research and development rev@im@ Company has not earned and
therefore has not recognized any milestone paymartsr this arrangement.

Massachusetts Institute of Technolog

The Company has an agreement dated Nove2€02 with the Massachusetts Institute of Tetdm or M.I.T., granting the Company
various exclusive and nagxclusive worldwide licenses, with the right togfraublicenses, under certain patents and patglitapons relatini
to:

. methods and technologies for characterizing pobfsaddes;
. certain heparins, heparinases and other enzymeés; an
. synthesis methods.
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In exchange for the licenses granted iraireement, the Company has paid M.1.T. licensat@aance fees, royalties on certain product:
and services covered by the licenses and solddbZtmpany or its affiliates or sublicensees, agreage of certain other income received by
the Company from corporate partners and sublicsnseg certain patent prosecution and maintenavsts.c

The following table summarizes the licens@ntenance fees and royalties paid to M.I.T. audrded in the years ended December 31,
2012, 2011 and 2010 (in thousands):

2012 2011 2010
License maintenance fe $ 183 $ 15€ $ 15¢
Royalties 1,013 6,567 1,97¢
Total $ 1,19¢ $ 6,721 $ 2,13¢

Beginning in 2013, the annual license naiahce obligations, which extend through the Iffthe patents, are approximately $0.1 million
per year. The annual payments may be applied t@vasalties payable to M.1.T. for that year for guat sales, sublicensing of the patent
rights or joint development revenue.

The Company is obligated to indemnify M.lahd related parties from losses arising frommeaielating to the products, processes or
services made, used, sold or performed pursuahetagreements, unless the losses result frormtfeminified parties' gross negligence or
willful misconduct.

The agreement expires upon the expiraticaabandonment of all patents that issue and agadied to the Company by M.I.T. under such
agreement. The issued patents include over 30 dUSitates patents and foreign counterparts of sdri@se. The Company expects that
additional patents will issue from presently pegdihS. and foreign patent applications. Any sudempawill have a term of 20 years from the
filing date of the underlying application. M.l.T.an terminate the agreement immediately if the Comigaeases to carry on its business, if any
nonpayment by the Company is not cured within 8@sdd written notice or the Company commits a matdrreach that is not cured within
90 days of written notice. The Company may terngiriae agreement for any reason upon six monthigentat M.I.T., and it can separately
terminate the license under a certain subset ehpaights upon three months' notice.

The Company granted Sandoz a sublicenserihe agreement to certain of the patents andhpapplications licensed to the Compan'
M.I.T. converts the Company's exclusive licensegeuthis agreement to non-exclusive licenses dtiset@ompany's failure to meet diligence
obligations, or if M.I.T. terminates this agreemavitl.T. will honor the exclusive nature of the §ubnse the Company granted to Sandoz so
long as Sandoz continues to fulfill its obligatidnghe Company under the collaboration and licemgeement the Company entered into with
Sandoz and, if the Company's agreement with Mis.Terminated, Sandoz agrees to assume the Corspéagiyts and obligations to M.1.T.

The Company previously had an exclusivemdicense agreement dated October 31, 2002 witi Iigranting the Company various
licenses under certain patents solely relateda@ttmmercial sale or leasing of sequencing machinelsiding the performance of sequencing
services. The Company terminated that agreemelarinary 2013. Nothing in the notice of terminafiobpacts the agreement between the
Company and M.1.T dated November 1, 2002.
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10. Preferred and Common Stock
Preferred Stock

The Company is authorized to issue 5.0ionilshares of preferred stock in one or more sameisto fix the powers, designations,
preferences and relative participating, optiontbeorights thereof, including dividend rights, gersion rights, voting rights, redemption
terms, liquidation preferences and the number afeshconstituting any series, without any furth@ewor action by the Company's
stockholders. As of December 31, 2012 and 2011Ctmapany had no shares of preferred stock issuedtstanding.

Common Stock

Holders of common stock are entitled teeree dividends, if and when declared by the BodrDicectors, and to share ratably in the
Company's assets legally available for distributimthe Company's stockholders in the event ofidigiion. Holders of common stock have no
preemptive, subscription, redemption, or conversights. The holders of common stock do not haveuwdative voting rights. The holders of a
majority of the shares of common stock can eldaife¢he directors and can control the Company'sagement and affairs. Holders of comr
stock are entitled to one vote per share on altarmto be voted upon by the stockholders of theagamy.

11. Share-Based Payments
2004 Stock Incentive Plan

The Company's 2004 Stock Incentive Plamnasnded, allows for the granting of incentive andstatutory stock options, restricted stock
awards, stock appreciation rights and other shasedbawards to employees, officers, directors,dtards and advisors. At December 31,
2012, the Company was authorized to issue up ®4B8%34 shares of common stock with annual inceeéisebe added on the first day of the
Company's fiscal years during the period beginmnfiscal year 2005 and ending on the second ddigcdl year 2013) equal to the lowest of
(i) 1,974,393 shares, (ii) 5% of the then outstagdiumber of common shares or (iii) such other arhas the Board of Directors may
authorize. At December 31, 2012, the Company h24116396 shares available for grant under the 2@08dkSncentive Plan.

Incentive stock options are granted onlgntployees of the Company. Incentive stock optgmasted to employees who own more than
10% of the total combined voting power of all ciessf stock will be granted at no less than 110%heffair market value of the Company's
common stock on the date of grant. Incentive stqations generally vest ratably over four years. {dtatutory stock options may be granted tc
employees, officers, directors, consultants andsads. Non-statutory stock options granted havgingrvesting schedules. Incentive and non-
statutory stock options generally expire ten yadter the date of grant. Restricted stock has beerded to employees, officers and directors
Some restricted stock awards vest on the achieveofieorporate milestones and others awards gdperedt over a four-year vesting period.

Share-Based Compensation

Total compensation cost for all share-bgmsanent arrangements, including employee, direantdrconsultant stock options, restricted
stock and the Company's employee stock purchasdqidhe years ended December 31, 2012, 2011 @b@d ®as $13.7 million, $11.1 millic
and $10.8 million, respectively.

Share-based compensation expense reladstanding employee stock option grants was &ifll&n, $6.2 million and $8.1 million for
the years ended December 31, 2012, 2011 and 2&dgkatively.
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In the year ended December 31, 2010, thegany recorded a charge to research and develomxrpahse of $0.6 million and a charge
general and administrative expense of $1.0 millthre to a correction in the application of the ktoption forfeiture rates used to calculate
share-based compensation during the years endiogniieer 31, 2006, 2007 and 2008. In accordancethatiSecurities and Exchange
Commission's Staff Accounting Bulletin, or SAB, N&®, Materiality, and SAB No. 108, the Company ased the materiality of these charges
to its consolidated financial statements for thergeended December 31, 2006, 2007 and 2008, usthghe roll-over method and iron-curtain
method as defined in SAB No. 108. The Company cated the effect of understating share-based comafiensvas not material to its
consolidated financial statements for the yearedmakecember 31, 2006, 2007 and 2008 and, as $ude tonsolidated financial statements
are not materially misstated. The Company alsoloded that providing for the correction of the uredatement in 2010 would not have a
material effect on its consolidated financial stadats for the year ending December 31, 2010.

During the year ended December 31, 20BCiimpany granted 1,108,776 stock options, of we8h875 were granted in connection
with annual merit awards, 268,901 were grantecets hires, and 142,000 were granted to membersdCtdmpany's Board of Directors. The
average grant date fair value of options grantesl @adculated using the Black-Scholes-Merton opfidning model and the weighted average
assumptions noted in the table below.

The following table summarizes the weightedrage assumptions the Company used in itsdhievcalculations at the date of grant:

Weighted Average Assumption:
Employee Stock

Stock Options Purchase Plan
2012 2011 2010 2012 2011 2010
Expected volatility 66% 68% 71% 66% 75% 82%
Expected dividend — — — — — —
Expected life (years 6.3 6.2 5.7 0.t 0.t 0.t
Risk-free interest rat 1.2% 2.7% 3.C% 0.1% 0.2% 0.2%

The following table presents stock optictivity of the Company's stock plan for the yeadesh December 31, 2012:

Weighted
Number of Weighted Average Aggregate
Stock Average Remaining Intrinsic
Options Exercise Contractual Value
(in thousands) Price Term (in years) (in thousands)
Outstanding at January 1, 20 4540 $ 12.8¢
Granted 1,10¢ 15.0%
Exercisec (19¢) 7.31
Forfeited (29 14.0C
Expired (36) 20.4¢
Outstanding at December 31, 2( 5,38¢ $ 13.4¢ 6.27 $ 4,64¢
Exercisable at December 31, 2( 3,85 $ 13.01 531 $ 4,59;
Vested or expected to vest at -
December 31, 201 5192 $ 13.4: 6.17 $ 4,64(

The weighted average grant date fair vafugption awards granted during 2012, 2011 and 2¢49%$9.16, $9.27 and $9.59 per option,
respectively. The total intrinsic value of optiameercised during 2012, 2011 and 2010 was $1.6anjl$4.3 million and $7.5 million,
respectively. At December 31, 2012, the total reringi unrecognized compensation cost related to ested stock option awards amounted to
$10.9 million, including estimated forfeitures, whiwill be recognized over the weighted averageaiamg requisite service period of
2.4 years. The total fair value of options vestadrity 2012, 2011 and 2010 was $7.4 million, $6.4ioni and $7.2 million, respectively.
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Cash received from option exercises for2@D11 and 2010 was $1.5 million, $5.0 million &&1 million, respectively.

Restricted Stock Award

The Company has also made awards of refrabmmon stock to employees, officers and diresc@@uring the year ended December 31,
2012, the Company awarded 134,892 shares of testiommon stock to its officers in connection wtthannual merit grant, which generally
fully vest over the four years following the gratatte. In addition, during the year ended DecembgePB12, the Company awarded 63,540
shares of performance-based restricted common sbavkwly hired employees of the Company. The parémce condition for these awards is
the approval in the United States from the FDANt56, the Company's second major generic prograoviged that approval occurs on or
before March 28, 2015. The Company has granted&0&hares of restricted common stock tied toNt856 performance condition to its
employees and officers that remain unvested atibee31, 2012. The awards of restricted commorksioe generally forfeited if the
employment relationship terminates with the Compaurigr to vesting.

The Company recorded share-based compensatpense related to outstanding restricted sta@ds, including the performance-basec
shares because the Company determined that itnwbalge the performance condition would be achiewé86.0 million and $4.4 million for
the year ended December 31, 2012 and 2011, regplgctThe Company recorded share-based compensatpmnse related to outstanding
time-based restricted stock awards of $2.0 milfmrthe year ended December 31, 2010. As of DeceBihe2012, the total remaining
unrecognized compensation cost related to nonvesstdcted stock awards amounted to $8.0 milkeiich is expected to be recognized over
the weighted average remaining requisite serviceg®f 1.5 years.

A summary of the status of nonvested shafresstricted stock as of December 31, 2012, hacchanges during the year then ended are
presented below (in thousands, except per sharers)o

Weighted Average

Number of Grant Date

Shares Fair Value
Nonvested at January 1, 20 1,107 $ 14.2¢
Granted 19¢€ 15.0¢
Vested (140 12.7:
Cancellec (28) 14.5¢
Nonvested at December 31, 2( 1,137 $ 14.61

Nonvested shares of restricted stock thaé hime-based or performanibased vesting schedules as of December 31, 20kKammarize
below (in thousands):

Nonvested
Vesting Schedule Shares
Time-basec 261
Performanc-basec 87¢
Nonvested at December 31, 2( 1,137

The total fair value of shares of restidcstock vested during 2012, 2011 and 2010 wasrillidn, $1.7 million and $1.4 million,
respectively.
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Employee Stock Purchase Ple

Under the 2004 Employee Stock Purchase, BlaBSPP, participating employees purchase constamk through payroll deductions. An
employee may withdraw from an offering before thieghase date and obtain a refund of the amounkdelid through payroll deductions. The
purchase price is equal to 85% of the lower ofdiesing price of the Company's common stock orfitsebusiness day and the last business
day of the relevant plan period. The plan perioglgithon February 1 and August 1 of each year. T®eHEprovides for the issuance of up to
524,652 shares of common stock to participatingleyses. At December 31, 2012, the Company had 135Bares available for grant under
the ESPP. The Company issued 54,789 shares of comstmok to employees under the plan during the gaded December 31, 2012. The fail
value of each ESPP award was estimated on thaléiysof the offering period using the Black-Schesrton option-pricing model that uses
the assumptions noted in the table above. The Coyngaognizes share-based compensation expenseted fair value of the ESPP
awards on a straight-line basis over the offeriagqal. During each of the years ended Decembe?2®112, 2011 and 2010, the Company
recorded sharbased compensation expense of $0.3 million withaesto the ESPP. At December 31, 2012, subsanpticere outstanding fi
an estimated 37,518 shares at a fair value of appedely $4.69 per share. The weighted averaget giate fair value of the offerings during
2012, 2011 and 2010 was $5.17, $5.80 and $5.48haee, respectively. Cash received from the ESPRPOD2, 2011 and 2010 was
$0.7 million, $0.6 million and $0.6 million, respaely.

12. Net (Loss) Income Per Common Share

The following table sets forth the Compamgconciliation of basic and diluted share amoftortthe years ended December 31, 2012,
2011 and 2010 (in thousands, except per share as)oun

2012 2011 2010

Numerator:
Net (loss) incom $ (58,64¢) $ 180,35t $ 37,29(
Denominator
Basic weighted average common shares

outstanding 50,41: 49,85: 44,62t
Weighted average common stock equivale

from assumed exercise of stock options

and restricted stock awar — 971 1,31¢
Diluted weighted average common shares
outstanding 50,41: 50,82 45,94:

Basic net (loss) income per common skt $ (1.1¢) $ 36z $§ 0.8
Diluted net (loss) income per commonsk $  (1.1¢) $ 35t § 0.8]
Weighted-average anti-dilutive shares relz

to:
Outstanding stock optior 3,81t 2,062 2,187
Restricted stock awart 1,07t 62¢ 58

For the year ended December 31, 2012, fthetef all potentially dilutive securities is dulilutive as the Company had a net loss during
that period. Accordingly, basic and diluted neslpsr share is the same for the year ended Dece&than12.

The weighted-average anti-dilutive shatesas in the foregoing table were not included ia tomputation of diluted net (loss) income
per share. In those reporting periods in whichGbenpany has reported net income, anti-dilutive ehaomprise those common stock
equivalents that have either an exercise price @bime average stock price for the period or aveuawgecognized share-based compensation
expense related to the common stock equivalentathasufficient to "buy back" the entire amounsbéres. In those reporting periods in
which the Company has a net loss, anti-dilutive
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shares comprise the impact of that number of shhed¢svould have been dilutive had the Companyredncome plus the number of comn
stock equivalents that would be anti-dilutive hlad €ompany had net income. Furthermore, performbased restricted common stock
awards which vest based upon FDA approval for MiB836e United States were excluded from dilutedehautstanding as the vesting
condition had not been met as of December 31, 2012.

13. Income Taxes

A reconciliation of the federal statutongome tax provision to the Company's actual prowisor the years ended December 31, 2012,
2011 and 2010 is as follows (in thousands):

2012 2011 2010

Provision (benefit) at federal statutory tax

rate $ (19,93) $ 61,32 $ 12,65
State taxes, net of federal ben (3,099 9,821 2,14¢
Change in valuation allowan: 20,35} (72,369 (15,679
Sharebased compensatic 2,65¢ 1,82¢ 1,34¢
Tax credits — (643 (48¢)
Other 14 36 19
Income tax provisiol $ — 9 — 3 —

The Company generated U.S. taxable incamiagl the years ended December 31, 2011 and 20&iGasa result, utilized $190.9 million
and $26.3 million, respectively, of its availabéeléral net operating loss carryforwards to offsistincome. At December 31, 2012, the
Company had federal and state net operating losgfaavards of $41.4 million and $34.4 million, pectively, available to reduce future
taxable income and which will expire at variousegathrough 2032. Of this amount, approximately $hdillion of federal and state net
operating loss carryforwards relate to stock optleductions for which the related tax benefit Ww#él recognized in equity when realized. At
December 31, 2012, the Company had federal anel igis¢arch and development and other credit cawgfds of $4.9 million and
$4.6 million, respectively, available to reduceufiet tax liabilities and which will expire at vari@dates beginning in 2017 through 2032.

Deferred income taxes reflect the net féects of temporary differences between the cag@mounts of assets and liabilities for finan
reporting purposes and the amounts used for indarme
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purposes. Significant components of the Compareferced tax assets for the years ended Decemb@032,and 2011 are as follows (in

thousands):

December 31

2012 2011
Deferred tax asset

Federal and state net operating los $ 11,11¢ $ 6,561
Research credil 7,91 6,981
Deferred compensatic 11,27: 8,15¢
Deferred revenu 12,45( 1,47¢
Accrued expense 1,78C 1,32
Intangibles 2,36¢ 2,42¢
Depreciatior 894 —
Unrealized loss on marketable securi — 28
Total deferred tax asse 47,80( 26,96¢
Deferred tax liabilities

Unrealized gain on marketables securi (39 —
Depreciatior — (15)
Total deferred tax liabilitie (39 (15
Valuation allowanct (47,76) (26,959
Net deferred tax asse $ — $ —

Realization of deferred tax assets is dépphupon future earnings, if any, the timing ansbant of which are uncertain. Accordingly, the
net deferred tax assets have been fully offset\sl@ation allowance. The valuation allowance iasexl by approximately $20 million for the

year ended December 31, 2012, primarily as a restiite current period net los

A reconciliation of the beginning and erglaimount of unrecognized tax benefits for the yeaded December 31, 2012 and 2011 is as

follows (in thousands):

2011

$ 2,39¢
42¢

2012
Balance, beginning of ye: $ 2,82t
Additions for tax positions related to the currgear 72
Reductions of tax positions of prior yei —
Balance, end of ye: $ 2,89

$ 2,82¢

As of December 31, 2012 and 2011, the Compad $2.9 million and $2.8 million of gross urognized tax benefits, respectively, of
which $2.8 million and $2.7 million, respectivelf/recognized, would not impact the Company's dffectax rate as there is a full valuation

allowance on these credits.

The Company's policy is to recognize battraed interest and penalties related to unrecegrix benefits in income tax expense. The

Company has not recognized any interest and pesalti

The Company does not anticipate thatriéésonably possible that the uncertain tax positwili significantly increase or decrease within

the next twelve months.

The Company files income tax returns inltmited States federal jurisdiction and in the Ma$sisetts jurisdiction. The Company is no
longer subject to any tax assessment from an indamexamination for years before 2004, excephéoeixtent that in the future it utilizes net

operating losses
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or tax credit carryforwards that originated bef2@®4. As of December 31, 2012, the Company wasimiér examination by the Internal
Revenue Service or other jurisdictions for anyytears.

During 2010, the Company applied for arckireed approval for all four of its applications the Qualifying Therapeutic Discovery
Project under Internal Revenue Code Section 48Drergived a tax grant of approximately $1.0 milli@hich is included in other income in
the 2010 consolidated statement comprehensive) {lessme. The tax grant reduced the Company's &a@eid state net operating loss
carryforwards by approximately $1.0 million anduwedd its 2009 federal research and developmenit cadyforwards by approximately
$21,000.

14. Commitments and Contingencies
Operating Leases

The Company leases office space and equipumeler various operating lease agreements. Rpense for office space under operating
leases amounted to $10.0 million, $6.9 million & million for the years ended December 31, 22021 and 2010, respectively.

In September 2004, the Company enteredaintagreement with Vertex Pharmaceuticals to 1868s&23 square feet of office and
laboratory space located on the fourth and fiftlefs at 675 West Kendall Street, Cambridge, Masssaadts, for an initial term of 80 months,
the West Kendall Sublease. In November 2005, thaamy amended the West Kendall Sublease to leaadditional 25,131 square feet
through April 2011. In April 2010, the Company esised its right to extend the West Kendall Subldasene additional term of 48 months,
ending April 2015, or on such other earlier datpravided in accordance with the West Kendall Sagte During the extension term, which
commenced on May 1, 2011, annual rental paymeotsased by approximately $1.2 million over the mas annual rental rate.

In December 2011, the Company enteredantagreement to lease 68,575 square feet of affiddaboratory space located on the first
and second floors at 320 Bent Street, Cambridgeskizhusetts, for a term of approximately 18 momth#)e First Bent Street Sublease. The
Company gained access to the subleased space@mbec 2011 and, consequently, the Company commenqeshsing the applicable rent
a straight-line basis beginning in December 20Iinual rental payments due under the First Bente&siel are approximately $2.3 million.
Refer to Note 183ubsequent Event , for a discussion of a new lease agreement foitiaddl office and laboratory space at this fagilit

As the Company repaid all borrowings uriteMaster Lease Agreement with General Electripi@hCorporation during 2011, there are
no future minimum capital lease commitments as @fdnber 31, 2012. Total operating lease commitnents December 31, 2012 are as
follows (in thousands):

Operating Leases

2013 $ 6,15¢
2014 4,85¢
2015 1,68
2016 114
2017 83
2018 and beyon —
Total future minimum lease paymel $ 12,90(
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License Agreement

In connection with the research univeriggnse arrangement discussed in Note 9, the Coynipas certain annual fixed obligations to
fees for the technology licensed. Beginning in 208 annual financial obligations, which extenebtigh the life of the patents, are
approximately $0.1 million per year. The Companyrtexminate the agreement at any time without grémnual obligations. Annual
payments may be applied towards royalties payaktleet licensor for that year for product salesjisahsing of the patent rights or joint
development revenue.

Legal Contingencie

On August 28, 2008, Teva Pharmaceuticalsdtries Ltd. and related entities, or Teva, andarResearch and Development Co., Ltd., ol
Yeda, filed suit against the Company and SandaezariJnited States Federal District Court in thetBern District of New York in response to
the filing by Sandoz of the ANDA with a Paragraphdertification for M356. The suit alleges infringent related to four of the seven Orange
Book patents listed for Copaxone and seeks deolgrahd injunctive relief that would prohibit theuinch of the Company's product until the
last to expire of these patents. The Company and&aasserted defenses of non-infringement, intsaléthd unenforceability and filed
counterclaims for declaratory judgments to haveeen of the Orange Book patents as well as twigiadal patents in the same patent fan
adjudicated in the present lawsuit. Another compahylan Inc., or Mylan, also has an ANDA for gere@opaxone under FDA review. In
October 2009, Teva sued Mylan for patent infringetmelated to the Orange Book patents listed fquaXone, and in October 2010, the court
consolidated the Mylan case with the case agaies€Company and Sandoz. A trial on the issue ofuitelgle conduct occurred in July 2011
and the trial on the remaining issues occurreceipt&nber 2011 in the consolidated case. In Jung, 284 Court issued its opinion and found
all of the claims in the patents to be valid, eafable and infringed. In July 2012, the Court igsaidinal order and permanent injunction
prohibiting Sandoz and Mylan from infringing all thfe patents in the suit. The Orange Book patemdsoae non-Orange book patent expire in
May 2014 and one no@range Book patent expires in September 2015. ditiad, the permanent injunction further restritte FDA, pursuar
to 35 U.S.C. section 271(e)(4)(A), from making &ffective date of any final approval of the SandoMylan ANDA prior to the expiration of
the Orange Book patents. In July 2012, the Compamealed the decision to the CAFC, and the CompadyMylan filed appellate briefs.
Teva filed its opposition and our reply is due iafgh 2013.

On December 10, 2009, in a separate aatitine same court, Teva sued Sandoz, Novartis Adxttee Company for patent infringement
related to certain other non-Orange Book patergkisg declaratory and injunctive relief that woplgbhibit the launch of our product until the
last to expire of these patents as well as damiagée event that Sandoz has launched the prodnctanuary 2010, the Company and Sando:
filed a motion to dismiss this second suit on salvgrounds, including the failure of Teva to stateactionable legal claim and lack of subject
matter jurisdiction. The motion is pending. The Qamy intends to defend this suit.

If the decision in the first suit is notegsed on appeal, or the Company is not succeissifisl second suit, the final approval and launth ¢
M356 could be significantly delayed until expiratiof the relevant patent rights which could imptsirability to commercialize M356 and the
Company's business could be materially harmedyatiton involves many risks and uncertainties, d&ede is no assurance that Novartis AG,
Sandoz or the Company will prevail in either lawsat this time, the Company believes a loss isprobable.

In September 21, 2011, the Company and &aswled Amphastar, Actavis and International Mddigatems, Ltd. (a wholly owned
subsidiary of Amphastar) in the United States istCourt for the District of Massachusetts forinffement of two of the Company's patents.
Also in September, 2011, the Company filed a regioesa temporary restraining order and preliminajynction to
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prevent Amphastar, Actavis and International Meld&ysstems, Ltd. from selling their enoxaparin sodiproduct in the United States. In
October 2011, the court granted the Company's mdtioa preliminary injunction and entered an oreigjoining Amphastar, Actavis and
International Medical Systems, Ltd. from advertiginffering for sale or selling their enoxaparimison product in the United States until the
conclusion of a trial on the merits and requiresl @ompany and Sandoz to post a security bond df #fillion to maintain the preliminary
injunction. Amphastar, Actavis and Internationald¥eal Systems, Ltd. filed a notice to appeal theiglen and an emergency motion to
dissolve or stay the preliminary injunction. In dary 2012, the CAFC granted the motion to stayptieéiminary injunction. In August 2012,
the CAFC issued a written opinion vacating theipriglary injunction and remanding the case to thetiiit Court. In September 2012, the
Company filed a petition with the CAFC for a rehiegrby the full couren banc , which was denied. In January 2013, Amphastarfatdvis
filed a motion for summary judgment in the Disti@burt following the decision from the CAFC. ThesBict Court has delayed briefing on i
the hearing of this motion until it rules on centgending discovery motions. In February 2013 ,Gbenpany filed a petition for a writ of
certiorari for review of the CAFC decision by theitéd States Supreme Court. Review by the Supreowet @ discretionary and certiorari
petitions are infrequently granted. The collatévalthe security bond posted in the litigation rémsaoutstanding. In the event that the Comg
is not successful in appealing the CAFC decisiahlases the case at the District Court, and Ampinasid Actavis are able to prove they
suffered damages as a result of the preliminagnictjon, the Company could be liable for damagesifoto $35 million of the security bond.
In June 2012, Amphastar filed a motion to incraaseamount of the security bond, which the Compamy Sandoz have opposed.

While the Company intends to vigorouslygmeoute this action against Actavis and Amphastat beelieves that it can ultimately prove its
case in court, this suit could last a number ofyeas a result, potential recovery of lost proéited damages could await a final judgment afte
an appeal of a District Court decision. Litigationolves many risks and uncertainties, and themmiassurance that the Company or Sandoz
will prevail in this patent enforcement suit.

15. 401(k) Plan

The Company has a defined contribution KDplan available to eligible employees. Employeatdbutions are voluntary and are
determined on an individual basis, limited by theximum amounts allowable under federal tax regutati The Company has discretion to
make contributions to the plan. In March 2005, @wenpany's Board of Directors approved a match &6 50the first 6% contributed by
employees, effective for the 2004 plan year ancetifeer. The Company recorded $0.7 million, $0.8iom and $0.5 million of such match
expense in the years ended December 31, 2012,8@112010, respectively.

16. Related Party Transactions

In April 2007, the Company entered intcaaset purchase agreement, or the Purchase AgreemittriParivid, LLC, or Parivid, a provid
of data integration and analysis services to the@my, and S. Raguram, the principal owner andfGt@ehnology Officer of Parivid. Parivid
was considered to be a related party because aucalér and member of the Company's Board of Diredsathe brother of S. Raguram.
Pursuant to the Purchase Agreement, the Compamyredgatent rights, software, know-how and othéaingible assets, and assumed certair
specified liabilities of Parivid related to the aogd assets in exchange for $2.5 million in caaid pt closing and up to $11.0 million in
contingent milestone payments in a combinationashcand/or stock in the manner and on the terms@mditions set forth in the Purchase
Agreement.

The contingent milestone payments are strad to include (i) potential payments of no mitren $2.0 million in cash if certain
milestones are achieved within two years from the @f the Purchase Agreement (the "Initial Miles®)') and (ii) the issuance of up to
$9.0 million of our
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common stock to Parivid if certain other milestoaes achieved within fifteen years of the datehef Purchase Agreement. In 2007, the
Company recorded a total purchase price of $4.Bomithat includes the $2.5 million cash paid & tfiosing and $2.0 million in Initial
Milestone payments, which were probable and accatdige time.

In August 2009, the Company entered intédarendment to the Purchase Agreement where the @oyragreed to extend the time per
for completion of the Initial Milestones to June 2009, specified those Initial Milestones that baén achieved as of June 30, 2009 and, as
consideration for the completion and satisfactibthe Initial Milestones that were achieved, agraegay Parivid $0.5 million cash and to
issue 91,576 shares of the Company's common stbekyalue of $10.92 per share. In addition, int&aper 2009, the Company made a cash
payment of $0.1 million to Parivid, recorded aseotexpense, representing the difference betweenghproceeds from Parivid's sale of the
shares issued in satisfaction of the Initial Mitests and the value of such shares as of the d#te dfmendment.

In July 2011, the Company entered into amAdment to the Purchase Agreement where the padieed that a milestone payment
would be made in cash rather than through the mesuaf Company stock. In August 2011, the Compaaigt Parivid $6.7 million in cash, in
lieu of stock, pursuant to this Amendment as caarsition for the completion and satisfaction of &stone related to the Enoxaparin Sodium
Injection developed technology that was achievetlig 2011. The Company capitalized the paymenteagsloped technology, which is
included in intangible assets in the consolidat@drice sheets. The developed technology is beimgtaed over the estimated useful life of
the Enoxaparin Sodium Injection developed technplafgapproximately 10 years.

17. Tax Incentive Agreement

In March 2012, the Company entered int@a hcentive Agreement with the Massachusetts &dfiences Center, or MLSC, under the
MLSC's Life Sciences Tax Incentive Program, orRinegram, to expand life sciences-related employmopportunities, promote health-related
innovations and stimulate research and developmearufacturing and commercialization in the lifeeaces in the Commonwealth of
Massachusetts. The Program was established ini@@fi8er to incentivize life sciences companiesreate new sustained jobs in
Massachusetts. Under the Tax Incentive Agreementpanies receive an award from the MLSC upon atigijob creation commitment. Jobs
must be maintained for at least five years, duvihich time a portion of the grant proceeds candoevered by the Massachusetts Departmen
of Revenue if the Company does not maintain itscgation commitments. As of December 31, 2012Cbmpany attained its job creation
commitment and earned a $1.1 million job creatanaward. As of December 31, 2012, the Companygrézed one-fifth of the award as
other income in its consolidated statements of gelmnsive (loss) income and will recognize an equodion of the award as other income
over the five year period the Company maintairts fob creation commitments.

18. Subsequent Event

The Company evaluated events and transecéifier the date of the balance sheet but pritreddassuance of the consolidated financial
statements for potential recognition or disclosaris financial statements. The Company did nehiify any material subsequent events
requiring adjustment (recognized subsequent evedthgr than the operating lease discussed belmyCompany did not identify any material
subsequent events requiring disclosure.

On February 5, 2013, the Company and BMReR® Street LLC, or BMR, entered into a lease agesw, or the Second Bent Street
Lease, pursuant to which the Company will lease@pmately 104,678 square feet of office and labmmaspace located in the basement and
first and second floors at 320 Bent Street, Cangaridlassachusetts, or the Premises, beginning per8ber 1, 2013 and
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ending on August 31, 2016. Annual rental paymentsuhder the Second Bent Street Lease will be appately $6.1 million during the first
lease year, $6.2 million during the second lease gad $6.3 million during the third lease yeare Tompany will be required to provide a
security deposit in cash or in the form of a lettecredit in the amount of $0.7 million.

BMR has agreed to pay the Company a tamgrovement allowance of $0.7 million for certamgrovements that the Company will
construct in the Premises.

The Company has two consecutive optiorextend the term of the Second Bent Street LeasthéoPremises for one year each at the
then-current fair market value. In addition, then@any has an additional two consecutive optiorextend the term of the Second Bent Stree
Lease for five years each for the office and latmyaspace located in the basement portion of tkenides at the thecurrent fair market valu

If the Company enters into a lease wittaffifiate of BMR for the first, second and thiraérs of the building located at 675 West Ken
Street in Cambridge, Massachusetts, and the ledee dffice and laboratory space that is leaseatliition to the office and laboratory space
that the Company currently subleases from Vertearfhceuticals on the fourth and fifth floors, then@any will be entitled to terminate the
Second Bent Street Lease without penalty. Thisiteation option will not apply to any space in tresbment of 320 Bent Street if the
Company has exercised its option to continue tedeaich basement space.

19. Selected Quarterly Financial Data (Unaudited)

Quarter Ended

(in thousands, except per share datz March 31 June 30 September 3C December 31
2012
Product revenu $ 22,02¢ $ 19,35: $ 2,57¢ $ 10,81
Research and development reve $ 2,19 $ 2511 $ 2,52 $ 1,91¢
Total collaboration revent $ 2422¢ $ 21861 $ 510: $ 12,72¢
Net loss $ (4987) $ (10,160 $ (25.82) $ (17,67)
Basic net loss per common sh $ (010 % (020 $ (057 $ (0.3%)
Diluted net loss per common shi $ (010 $ (020 $ (057 $ (0.3%)
Shares used in computing basic and dilute

net loss per common she 50,24( 50,35 50,50( 50,54°
2011
Product revenu $ 75,76 $ 83,84¢ $ 84,717 $  26,14¢
Research and development reve $ 2411 $ 3,64t $ 3,22¢ $ 3,301
Total collaboration revent $ 78,17: $ 87,49¢ $ 87,94t $  29,45!
Net income (loss $ 57,006 $ 64,26 $ 60,33¢ $ (1,259)
Basic net income (loss) per common st $ 1.1F $ 1.2¢ % 1.21 $ (0.02)
Diluted net income (loss) per commonsk $ 1.1¢ $ 1.2¢ $ 1.1¢ $ (0.02)
Shares used in computing basic net incom

(loss) per common sha 49,53: 49,70¢ 50,03¢ 50,12¢
Shares used in computing diluted net incol

(loss) per common sha 50,33¢ 51,00: 51,04¢ 50,12¢

Net (loss) income per common share amdonthe quarters and full years have been calcdils¢parately. Accordingly, quarterly
amounts may not add to the annual amount becawtifferences in the weighted-average common sharestanding during each period
principally due to the effect of the Company's isgushares of its common stock during the year.

109




Table of Contents

Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUN TANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
Not applicable.

Item 9A. CONTROLS AND PROCEDURES

1. Disclosure Controls and Procedures

Our management, with the participation wf @hief Executive Officer and Chief Financial @#t, evaluated the effectiveness of our
disclosure controls and procedures as of Decenthe2@®.2. The term "disclosure controls and prooesilias defined in Rules 13a-15(e) and
15d-15(e) under the Securities Exchange Act of 1&88f&ns controls and other procedures of a comihatyare designed to ensure that
information required to be disclosed by the Comparthe reports that it files or submits under Seeurities Exchange Act of 1934 is
recorded, processed, summarized and reportedvitkitime periods specified in the Securities Brchange Commission rules and forms.
Disclosure controls and procedures include, withiotitation, controls and procedures designed wueas that information required to be
disclosed by a company in the reports that it flesubmits under the Securities Exchange Act 8418 accumulated and communicated tc
company's management, including its principal eeewand principal financial officers, as appropeito allow timely decisions regarding
required disclosure. Our management recognizesthatontrols and procedures, no matter how weligthed and operated, can provide only
reasonable assurance of achieving their objecimdsmanagement necessarily applies its judgmentatuating the codtenefit relationship ¢
possible controls and procedures. Based on this&ian, our Chief Executive Officer and Chief Fireéal Officer concluded that, as of
December 31, 2012, our disclosure controls andgohaes were effective at the reasonable assuranek |

2. Internal Control Over Financial Reporting
(@) Management's Annual Report on Inte@utrol Over Financial Reporting

Our management is responsible for estahlishnd maintaining adequate internal control demncial reporting. Internal control over
financial reporting is defined in Rule 13a-15(f)i&¥d-15(f) promulgated under the Securities ExchangeofAd934 as a process designed b
under the supervision of, the Company's principakative and principal financial officers and etfsat by the Company's board of directors,
management and other personnel, to provide realasturance regarding the reliability of financ&dorting and the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles and atetuthose policies and procedures that:

. Pertain to the maintenance of records that in re#sle detail accurately and fairly reflect the sations and dispositions of the
assets of the Company;

. Provide reasonable assurance that transactiome@reled as necessary to permit preparation ofi¢iahstatements in
accordance with generally accepted accounting ipfes; and that receipts and expenditures of thepemy are being made ol
in accordance with authorizations of managementdimedtors of the Company; and

. Provide reasonable assurance regarding preveotibmely detection of unauthorized acquisitiose or disposition of the
Company's assets that could have a material affetite financial statements.

Because of its inherent limitations, inedroontrol over financial reporting may not preventetect misstatements. Projections of any
evaluation of effectiveness to future periods atgexct to the
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risk that controls may become inadequate becauskasfges in conditions, or that the degree of c@npé with the policies or procedures n
deteriorate.

Our management, including the supervisiuh @articipation of our Chief Executive Officer a@tiief Financial Officer, assessed the
effectiveness of our internal control over finahceporting as of December 31, 2012. In making #sisessment, our management used the
criteria set forth by the Committee of Sponsorimgdhizations of the Treadway Commission (COSOJnitetnal Control—Integrated
Framework."

Based on its assessment, our managemenbhekided that, as of December 31, 2012, ourniaterontrol over financial reporting is
effective based on those criteria.

The independent registered public accogrftrm that audited our financial statements inelddn this Annual Report on Form 10-K has
issued its report on the effectiveness of our imdkcontrol over financial reporting. This repoppaars below.

(b) Attestation Report of the IndependRagistered Public Accounting Firm

Report of Independent Registered Public Accountindrirm
The Board of Directors and StockholderMoimenta Pharmaceuticals, Inc.

We have audited Momenta Pharmaceuticats'slimternal control over financial reporting december 31, 2012, based on criteria
established in Internal Control—Integrated Framdwssued by the Committee of Sponsoring Organinatif the Treadway Commission (the
COSO criteria). Momenta Pharmaceuticals, Inc.'sagament is responsible for maintaining effectivterimal control over financial reporting
and for its assessment of the effectiveness offriatecontrol over financial reporting included letaccompanying Management's Annual
Report on Internal Control over Financial Reporti@gir responsibility is to express an opinion om @ompany's internal control over financial
reporting based on our audit.

We conducted our audit in accordance withdtandards of the Public Company Accounting Qgiet8oard (United States). Those
standards require that we plan and perform thet dndbtain reasonable assurance about whetheatigianternal control over financial
reporting was maintained in all material respe@is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etasting and evaluating the design and operatifegtfeness of internal control based on the
assessed risk, and performing such other procedsre®& considered necessary in the circumstancefeéliéve that our audit provides a
reasonable basis for our opinion.

A company's internal control over finangigborting is a process designed to provide reddersssurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerally accepted accounting princip
A company's internal control over financial repogtincludes those policies and procedures that€ftain to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseocfompany; (2) provide reasonable assuranc
that transactions are recorded as necessary tatgeaparation of financial statements in accor@anith generally accepted accounting
principles, and that receipts and expenditureb®ttbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely deteatfauinauthorized acquisition, use or
disposition of the company's assets that could havaterial effect on the financial statements.

Because of its inherent limitations, intdroontrol over financial reporting may not prevendetect misstatements. Also, projections of
any evaluation of effectiveness to future periodssaibject
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to the risk that controls may become inadequataumof changes in conditions, or that the dedreeropliance with the policies or
procedures may deteriorate.

In our opinion, Momenta Pharmaceuticals, maintained, in all material respects, effectivernal control over financial reporting as of
December 31, 2012, based on the COSO criteria.

We also have audited, in accordance wighstndards of the Public Company Accounting Oghtdoard (United States), the
consolidated balance sheets of Momenta Pharmaa&tinc. as of December 31, 2012 and 2011, ancethted consolidated statements of
comprehensive (loss) income, stockholders' eqaity, cash flows for each of the three years in g ended December 31, 2012 of
Momenta Pharmaceuticals, Inc. and our report dagduary 28, 2013 expressed an unqualified opitfiereon.

/sl Ernst & Young LLP

Boston, Massachusetts
February 28, 2013

(c) Changes in Internal Control Over Ficial Reporting
None

tem 9B. OTHER INFORMATION
Not applicable.
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PART IlI
Item 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information relating to our directon®minees for election as directors and executifieess under the headings "Election of
Directors," "Corporate Governance—Our Executiveigeffs," "Corporate Governance—Section 16(a) Bera@fi@wnership Reporting
Compliance" and "Corporate Governance—Board Coressttin our definitive proxy statement for the 2@kfhual Meeting of Stockholders
is incorporated herein by reference to such préatement.

We have adopted a written code of busineasluct and ethics that applies to our directdfg;ers and employees, including our principal
executive officer, principal financial officer, pgipal accounting officer or controller, or pers@esforming similar functions. We make
available our code of business conduct and ethéesdf charge through our website which is locate@vw.momentapharma.com . We intend
to disclose any amendment to, or waiver from, aatecof business conduct and ethics that is reqtiréeé publicly disclosed pursuant to rules
of the Securities and Exchange Commission and th&NQ Global Market by posting it on our website.

ltem 11. EXECUTIVE COMPENSATION

The information under the headings or salirgs "Executive Compensation,” "Compensationiodd@ors," "Compensation Committee
Report" and "Compensation Committee Interlocks las@er Participation™ in our definitive proxy statent for the 2013 Annual Meeting of
Stockholders is incorporated herein by referencgitth proxy statement.

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIA L OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information under the heading "Secutitynership of Certain Beneficial Owners and Manag@nand Related Stockholder Matters"
in our definitive proxy statement for the 2013 Aahieeting of Stockholders is incorporated hergindference to such proxy statement.
Information required by this Item relating to settas authorized for issuance under equity comp@nsalans is contained in our definitive
proxy statement for the 2013 Annual Meeting of 8mmiders under the subheading "Equity Compens#&lan Information" and is
incorporated herein by reference.

ltem 13. CERTAIN RELATIONSHIPS AND RELATED TRANS ACTIONS, AND DIRECTOR INDEPENDENCE

The discussion under the headings "CeRaeiationships and Related Transactions" and "Catpdéovernance—Board Determination of
Independence” in our definitive proxy statementtfm 2013 Annual Meeting of Stockholders is incogped herein by reference to such proxy
statement.

Item 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The discussion under the heading "Ratificedf Selection of Independent Registered Pubticdunting Firm" in our definitive proxy
statement for the 2013 Annual Meeting of Stockhide incorporated herein by reference to suchypstatement.
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PART IV
Item 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDU LES
(@) The following documents are inclu@dsdoart of this Annual Report on Form 10-K.

1. Financial Statements:

Page number in this

TEEOI’I

Report of Independent Registered Public Accounfing 76
Consolidated Balance Sheets at December 31, 202Gl 77
Consolidated Statements of Comprehensive (Losgntedfor the years ended

December 31, 2012, 2011 and 2( 78
Consolidated Statements of Stockholders' Equitytferyears ended December

2012, 2011 and 201 79
Consolidated Statements of Cash Flows for the ymailed December 31, 2012,

2011 and 201 80
Notes to Consolidated Financial Stateme 81

2. All schedules are omitted as therimfation required is either inapplicable or is praed in the financial statements and/or the relate
notes.

3. The Exhibits listed in the Exhihiidex immediately preceding the Exhibits are filschgart of this Annual Report on Form 10-K.
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SIGNATURES

Pursuant to the requirements of SectioorlB5(d) of the Securities Exchange Act of 1934, ribgistrant has duly caused this report to be
signed on its behalf by the undersigned, theredulp authorized this 28 day of February, 2013.

MOMENTA PHARMACEUTICALS, INC.

By: /sl CRAIG A. WHEELER

Craig A. Wheeler
Chief Executive Officer

Pursuant to the requirements of the Seeariixchange Act of 1934, this report has beeresidrelow by the following persons on behalf
of the registrant and in the capacities and ord#tes indicated.

Signature Title Date

/s/ CRAIG A. WHEELER President, Chief Executive Officer and

Director (Principal Executive Officer)

February 28, 201
Craig A. Wheele

/s/ RICHARD P. SHEA Senior Vice President and Chief Financial
Officer (Principal Financial and Accounting February 28, 201

Richard P. She Officer)
/sl JAMES SULAT
Chairman of the Board and Director February 28, 201
James Sule
Director February 28, 201
John K. Clarke
/sl MARSHA H. FANUCCI
Director February 28, 201
Marsha H. Fanucc
/sl PETER BARTON HUTT
Director February 28, 201
Peter Barton Hut
/sl BRUCE DOWNEY
Director February 28, 201
Bruce Downey
/sl THOMAS KOESTLER
Director February 28, 201
Thomas Koestle
/s/ BENNETT M. SHAPIRO
Director February 28, 201
Bennett M. Shapir
/s/ ELIZABETH STONER
Director February 28, 201

Elizabeth Stone
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Exhibit
Number

EXHIBIT INDEX

Incorporated by Reference tc

Form or Exhibit
Description Schedule No.

Filing
Date
with SEC

SEC File
Number

4.1

10.11

10.21

Articles of Incorporation and B-Laws

Third Amended and Restated S-1 3.3
Certificate of Incorporatio

Certificate of Designations of Series A 8-K 3.1
Junior Participating Preferred Stock of

the Registran

Second Amended and Restated By- S-1 3.4
Laws

Instruments Defining the Rights o

Security

Holders

Specimen Certificate evidencing sharesS-1/A 4.1
of common stocl

Investor Rights Agreement, dated as of 10-Q 10.2
July 25, 2006, by and between Novartis

Pharma AG and the Registre

Material Contract—License
Agreements

Collaboration and License Agreement, S-1/A 10.4
dated November 1, 2003, by and am
Biochemie West Indies, N.V., Geneva
Pharmaceuticals, Inc. and the Regist
Amended and Restated Exclusive 8-K 10.1
Patent License Agreement, dated
November 1, 2002, by and between
Massachusetts Institute of Technology
and the Registrant (the "November 1,
2002 M.L.T. License"); First
Amendment to the November 1, 2002
M.L.T. License, dated November 15,
2002, by and between the
Massachusetts Institute of Technology
and the Registrant; Letter Agreement,
dated September 12, 2003, between the
Massachusetts Institute of Technology
and the Registrant; Letter Agreement,
dated October 22, 2003, between the
Massachusetts Institute of Technology
and the Registrant; Second Amendn
to the November 1, 2002 M.I.T.
License, dated November 19, 2003, by
and between the Massachusetts Inst
of Technology and the Registrant; Tt
Amendment to the November 1, 2002
M.L.T. License, dated April 2, 2004, by
and between the Massachusetts Inst
of Technology and the Registre
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3/11/2004

11/8/2005

3/11/2004

6/15/2004

11/8/2006

5/11/2004

8/15/2006

33BE352:

000-50797

33BE352:

338352

000-50797

33BE352:

000-50797
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Exhibit
Number

Description Schedule

Form or

Incorporated by Reference tc

Exhibit
No.

Filing
Date
with SEC

SEC File
Number

10.31

10.41

10.51

10.61

10.7

10.€

10.€

10.1(

10.11-

10.1%

10.1¢

10.14

Letter Agreement Regarding
November 1, 2002 M.I.T. Licens

dated August 4, 2006, between the
Massachusetts Institute of Technology
and the Registrat

Letter Agreement Regarding
November 1, 2002 M.1.T. Licens

dated October 18, 2006, between the
Massachusetts Institute of Technology
and the Registral

Fourth Amendment to the November 1,
2002 M.L.T. License, dated July 17,
2004, by and between the
Massachusetts Institute of Technology
and the Registral

Fifth Amendment to the November 1,
2002 M.L.T. License, dated August 5,
2006, by and between the
Massachusetts Institute of Technology
and the Registral

Sixth Amendment to the November 1,
2002 M.L.T. License, dated January 10,
2007, by and between the
Massachusetts Institute of Technology
and the Registral

Letter Agreement dated January 29,
2007 between Sandoz AG and the
Registran

Letter Agreement dated February 1,
2007 between Sandoz AG and the
Registran

Letter Agreement Regarding the
November 1, 2002 M.I.T. Licens
dated June 12, 2007, between the
Massachusetts Institute of Technology
and the Registral

Collaboration and License Agreement,
dated June 13, 2007, by and among
Sandoz AG and the Registr:
Amendment No. 1, dated April 25,
2008, to the Collaboration and License
Agreement, dated June 13, 2007, by
among Sandoz AG and the Registt
Seventh Amendment to the Amended
and Restated Exclusive Patent License
Agreement, dated November 1, 2002,
by and between the Massachusetts
Institute of Technology and the
Registrant dated June 1, 2C
Amendment No. 2, dated December
2009, to the Collaboration and License
Agreement, dated June 13, 2007, by
among Sandoz AG and the Registt

8-K

10-Q

10-Q

10-Q

10-K

10-K

10-Q

10-Q

10-Q

10-Q

10-Q

10-K
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10.1

10.6

10.3

10.5

10.8

10.16

10.2

10.2

10.1

10.1

10.1

10.18

8/15/2006

11/8/2006

8/16/2004

11/8/2006

3/15/2007

3/15/2007

5/10/2007

8/9/2007

8/9/2007

5/9/2008

8/6/2009

3/12/2010

000-50797

000-50797

000-50797

000-50797

000-50797

000-50797

000-50797

000-50797

000-50797

000-50797

000-50797

000-50797
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Exhibit
Number

Form or
Description Schedule

Incorporated by Reference tc

Exhibit
No.

Filing
Date
with SEC

SEC File
Number

10.15°

10.1¢

10.17-

10.1¢

10.19¢

10.204

10.214

10.224

10.234

10.244

10.25¢

10.264

10.274

10.28¢

10.29¢

10.304

Letter Agreement, dated December 22, 8-K
2010, by and between the Registrant

and the Massachusetts Institute of
Technology

Letter Agreement dated November 8, 10-K
2011 by and between the Registrant,
Sandoz AG and Sandoz Ir

Development, License and Option 10-K
Agreement by and between the

Registrant and Baxter International li

Baxter Healthcare Corporation and

Baxter Healthcare SA dated

December 22, 201

Amendment No. 3, dated April 1, 201 10-Q
to the Collaboration and License

Agreement dated June 13, 2007 by and
among Sandoz AG and the Registri

Material Contract—Management

Contracts and Compensation Plans
Amended and Restated 2002 Stock 10-K
Incentive Plar

2004 Sstock Incentive Plan, as amen  1C-K
Form of Incentive Stock Option 10-Q
Agreement Granted Under 2004 Stock
Incentive Plar

Form of Nonstatutory Stock Option 10-Q
Agreement Granted Under 2004 Stock
Incentive Plar

Form of Restricted Stock Agreement  8-K
Under 2004 Stock Incentive Pl

2004 Employee Stock Purchase F 1¢-Q
Non-Employee Director Compensation 10-Q
Summary

Employment Agreement, dated 10-Q
August 22, 2006, between Craig

Wheeler and the Registre

Amendment dated December 16, 2010 10-K
to the Employment Agreement, dated
August 22, 2006, between Craig

Wheeler and the Registre

Restricted Stock Agreement, dated 10-Q
August 22, 2006, between Craig

Wheeler and the Registre

Nonstatutory Stock Option Agreeme  10-Q
dated August 22, 2006, between Craig
Wheeler and the Registre

Incentive Stock Option Agreement, 10-Q
dated August 22, 2006, between Craig
Wheeler and the Registre
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10.1 12/23/2011

10.20

10.21

10.1

10.17

10.18

10.1

10.2

10.2

10.1

10.3

10.7

10.28

10.8

10.9

10.10

2/28/2012

2/28/2012

8/5/2011

3/15/2007
3/15/2007
8/16/2004
8/16/2004
2/28/08
5/6/2010
8/5/2011

11/8/2006

3/10/2011

11/8/2006

11/8/2006

11/8/2006

000-50797

000-50797

000-50797

000-50797

000-50797

00C-50797

000-50797

000-50797

000-50797

00C-50797

000-50797

000-50797

000-50797

000-50797

000-50797

000-50797
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Exhibit
Number

Form or
Description Schedule

Incorporated by Reference tc

Exhibit
No.

Filing
Date
with SEC

SEC File
Number

10.31¢

10.32¢

10.33¢

10.344

10.35¢

10.36¢

10.374

10.38¢

10.39¢

10.4C

10.41-

10.4z

10.4:

Restricted Stock Agreement, dated 10-K
December 15, 2006, between John E.
Bishop and the Registra

Restricted Stock Agreement, dated 10-K
December 14, 2007, between John E.
Bishop and the Registra

Restricted Stock Agreement, dated 10-Q
August 15, 2007, between Richard P.

Shea and the Registre

Restricted Stock Agreement, dated 10-Q
August 22, 2006, between Craig

Wheeler and the Registre

Form of Employment Agreement for 10-Q
executive officer:

Second Amended and Restated 10-Q
Employment Agreement, dated

April 28, 2008, by the Registrant and
Ganesh Venkataram:

Form of Amendment to Employment  10-Q
Agreement, dated May 28, 2008, by the
Registrant and each of John E. Bishop

and James Roa(

Form of Amendment to the 10-K
Employment Agreement for executive
officers dated December 15, 2C

Amendment No. 1 to the Restricted 10-Q
Stock Agreement made on January 17,

2007 between the Registrant and Craig

A. Wheeler dated November 4, 20I

Form of Restricted Stock Agreeme 8-K

Material Contract—Leases

Sublease Agreement, dated 10-Q
September 14, 2004, by and between

Vertex Pharmaceuticals Incorporated

and the Registral

First Amendment to Sublease 10-Q
(regarding Sublease Agreement, dated
September 14, 2004), dated

September 7, 2005, between Vertex
Pharmaceuticals Incorporated and the
Registran

Second Amendment to Sublease 10-K
(regarding Sublease Agreement, dated
September 14, 2004, as amended),

effective as of November 21, 2005,

between Vertex Pharmaceuticals
Incorporated and the Registr:
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10.56

10.35

10.1

10.8

10.3

10.4

10.1

10.39

10.1

10.1

10.9

10.3

10.47

3/15/2007

3/10/2008

11/08/200

11/8/2006

5/9/2008

5/9/2008

8/5/2008

3/10/3011

11/5/2009

4/1/2011

11/12/200

11/14/200!

3/16/2006

000-50797

000-50797

000-50797

000-50797

000-50797

000-50797

000-50797

000-50797

000-50797

00C-50797

000-50797

000-50797

000-50797
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Exhibit
Number

Incorporated by Reference tc

Filing
Form or Exhibit Date
Description Schedule No. with SEC

SEC File
Number

10.4¢

10.4¢

10.4¢

10.47

10.4¢

10.4¢

10.50°

*21
*23.1

*31.1

*31.2

Third Amendment to Sublease 10-K  10.48 3/16/2006
(regarding Sublease Agreement, dated

September 14, 2004, as amended),

effective as of January 27, 2006,

between Vertex Pharmaceuticals

Incorporated and the Registr:

Letter Agreement (regarding Sublease 10-Q 10.1 8/9/2006
Agreement, dated September 14, 2004,

as amended), dated June 29, 2006,

between Vertex Pharmaceuticals

Incorporated and the Registre

Material Contract—Stock Purchase

Agreement

Stock Purchase Agreement, dated 10-Q 10.1  11/8/2006
July 25, 2006, by and between Novartis

Pharma AG and the Registre

Material Contract—Asset Purchase

Agreement

Asset Purchase Agreement dated as of 10-Q 10.3  5/10/2007
April 20, 2007 by and among

Parivid, LLC, S. Raguram and the

Registran

Amendment No. 1 to the April 20, 20  10-Q 10.2 8/6/2009
Asset Purchase Agreement between

Parivid LLC, S. Raguram and the

Registrant dated August 4, 20(

Amendment No. 2 to the April 20,20 10-Q 10.2 8/5/2011
Asset Purchase Agreement between

Parivid LLC, S. Raguram and the

Registrant dated July 18, 20

Asset Purchase Agreement dated 10-K  10.54 2/28/2012

December 2, 2011 between the

Registrant and Virdante

Pharmaceuticals, In

Additional Exhibits

List of Subsidiarie:

Consent of Independent Registered
Public Accounting Firn

Certification of Chief Executive Office
pursuant to Exchange Act Rules 13a-14
or 15d-14, as adopted pursuant to
Section 302 of Sarbanes-Oxley Act of
2002

Certification of Chief Financial Officer
pursuant to Exchange Act Rules 13a-14
or 15d-14, as adopted pursuant to
Section 302 of Sarbanes-Oxley Act of
2002
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Incorporated by Reference tc
Filin
Exhibit Form or Exhibit Datg SEC File
Number Description Schedule No. with SEC Number
*32.1 Certification of Chief Executive Office

and Chief Financial Officer pursuant to

Exchange Act Rules 13a-14(b) or 15d-

14(b) and 18 U.S.C. Section 1350, as

adopted pursuant to Section 906 of

Sarbane-Oxley Act of 200z

101.INS XBRL Instance Document.*

101.SCF XBRL Taxonomy Extension Schema Documen
101.CAL XBRL Taxonomy Calculation Linkbase Document
101.LAB XBRL Taxonomy Label Linkbase Document.
101.PRE XBRL Taxonomy Presentation Linkbase Documen

101.DEF XBRL Taxonomy Extension Definition Linkbase
Document. **

101.REF XBRL Taxonomy Reference Linkbase Document

* Filed herewith.

t Confidential treatment requested and/or as to icepiartions, which portions are omitted and filegharately with the
Securities and Exchange Commission.

# Management contract or compensatory plan or arraagefiled as an Exhibit to this report pursuant®ga) and 15(c) of
Form 10-K.

*x submitted electronically herewi

The following financial information from Mieenta Pharmaceuticals, Inc.'s Annual Report on Bd)}+K for the period ended
December 31, 2012, filed with the SEC on Febru&y2®13, formatted in Extensible Business Repottiagguage (XBRL): (i) the
Consolidated Statements of Comprehensive (Losgniedfor the years ended December 31, 2012, 2012@t (i) the Consolidated
Balance Sheets as of December 31, 2012 and 2@}11h€i Consolidated Statements of Cash Flowstenytears ended December 31, 2012,
2011 and 2010, (iv) the Consolidated Statemen&tatkholders' Equity for the years ended Decembef312, 2011 and 2010 and (v) Notes
to Consolidated Financial Statements.

In accordance with Rule 406T of Regulatssii, the XBRL related information in Exhibit 101 tttis Annual Report on Form 10-K is
deemed not filed or part of a registration statenoemrospectus for purposes of sections 11 orftBenSecurities Act, is deemed not filed for
purposes of section 18 of the Exchange Act, andrafise is not subject to liability under these et
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EXHIBIT 21
SUBSIDIARIES OF MOMENTA PHARMACEUTICALS, INC.

Name of Subsidiary Jurisdiction of Organization
Momenta Pharmaceuticals Securities Corpore Massachuseti
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Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by refeecincthe Registration Statements (Form S-3 No. B8B414 and Form S-8 Nos. 333-179760,
333-172155, 333-164892, 333-157275, 333-149253,1383 60 and 333-117173) of Momenta Pharmaceutitaisand where applicable, in
the related Prospectuses of our reports dated &gb28, 2013, with respect to the consolidatedrfaia statements of Momenta
Pharmaceuticals, Inc., and the effectiveness efial control over financial reporting of MomentaaPmaceuticals, Inc., included in this
Annual Report (Form 10-K) for the year ended Decenddi, 2012.

/sl Ernst & Young LLP

Boston, Massachusetts
February 28, 2013
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Exhibit 31.1
CERTIFICATION
I, Craig A. Wheeler, President and Chief Execu®fécer of Momenta Pharmaceuticals, Inc., certtgtt
1. | have reviewed this Annual Report on Form 10fflomenta Pharmaceuticals, Inc.
2. Based on my knowledge, this report does notadomny untrue statement of a material fact ortdnstate a material fact necessary to

make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report.

3. Based on my knowledge, the financial statementsofimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report.

4, The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatheg to the registrant, including its consolidhtubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pnegzh

b) Designed such internal control over financial répgr, or caused such internal control over finahi@gorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuoce with generally accepted accounting princijples

C) Evaluated the effectiveness of the registrati$slosure controls and procedures and presentesi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyeldis report based on such
evaluation; and

d) Disclosed in this report any change in the regigisanternal control over financial reporting tloatturred during the registrant's
most recent fiscal quarter (the registrant's fofigttal quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting.

5. The registrant's other certifying officer anglalve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknes#ethe design or operation of internal contratiofinancial reporting which
are reasonably likely to adversely affect the regrg's ability to record, process, summarize apobrt financial information; ar

b) Any fraud, whether or not material, that invedumanagement or other employees who have a sigmiifiole in the registrant's
internal control over financial reporting.

Dated: February 28, 2013 /sI CRAIG A. WHEELER

Craig A. Wheeler
President and Chief Executive Offic
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Exhibit 31.2
CERTIFICATION
I, Richard P. Shea, Senior Vice President and Ghiedncial Officer of Momenta Pharmaceuticals, |eertify that:
1. | have reviewed this Annual Report on Form 10fflomenta Pharmaceuticals, Inc.
2. Based on my knowledge, this report does notadony untrue statement of a material fact ortdnstate a material fact necessary to

make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report.

3. Based on my knowledge, the financial statementsofimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report.

4, The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatheg to the registrant, including its consolidhtubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pnegzh

b) Designed such internal control over financial répgr, or caused such internal control over finahi@gorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuoce with generally accepted accounting princijples

C) Evaluated the effectiveness of the registrati$slosure controls and procedures and presentesi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyeldis report based on such
evaluation; and

d) Disclosed in this report any change in the regigisanternal control over financial reporting tloatturred during the registrant's
most recent fiscal quarter (the registrant's fofigttal quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting.

5. The registrant's other certifying officer anglalve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknes#ethe design or operation of internal contratiofinancial reporting which
are reasonably likely to adversely affect the regrg's ability to record, process, summarize apobrt financial information; ar

b) Any fraud, whether or not material, that invedumanagement or other employees who have a sigmiifiole in the registrant's
internal control over financial reporting.

Dated: February 28, 2013 /s/ RICHARD P. SHEA

Richard P. Shea
Senior Vice President and Chief Financial Offi
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Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report onmdi0-K of Momenta Pharmaceuticals, Inc. (the "Conygpfor the period ended
December 31, 2012 as filed with the Securitiesxcthange Commission on the date hereof (the "R8pthe undersigned, Craig A. Wheel
President and Chief Executive Officer of the Compamd Richard P. Shea, Senior Vice President dmef €inancial Officer of the Compar
each hereby certifies, pursuant to 18 U.S.C. Sedt850, that:

(1) The Report fully complies with the requiren®gnf Section 13(a) or 15(d) of the Securities ExgfeaAct of 1934; and

(2) The information contained in the Report fajphesents, in all material respects, the finanmaldition and results of operations
of the Company.

Dated: February 28, 2013 /sI CRAIG A. WHEELER

Craig A. Wheeler
President and Chief Executive Offic

Dated: February 28, 2013 /s/ RICHARD P. SHEA

Richard P. Shea
Senior Vice President and Chief Financial Offi
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