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Part |
FORWARD LOOKING STATEMENTS

This Annual Report on Form 10-K contains “forwaaking statements” as defined under securities.|dlesy of these statements can
be identified by the use of terminology such adidwes,” “expects,” “anticipates,” “plans,” “may,Will,” “projects,” “continues,” “estimates,”
“potential,” “opportunity” and similar expressioriBhese forward-looking statements may be foundRisk Factors” “ Business” and other
sections of this Annual Report on Form 10-K. Ouwuatresults or experience could differ signifidaritom the forward-looking statements.
Factors that could cause or contribute to thederdifices include those discussed Risk Factors” as well as those discussed elsewhere in
this Annual Report on Form 10-K. You should cangfabnsider that information before you make aregtment decision.

You should not place undue reliance on these sattnwhich speak only as of the date that theyweade. These cautionary
statements should be considered in connectionamyhwritten or oral forward-looking statements tivat may issue in the future. We do not
undertake any obligation to release publicly anysiens to these forward-looking statements aftengletion of the filing of this Annual
Report on Form 10-K to reflect later events orwinstances or to reflect the occurrence of unartiegbevents.

The following discussion of our financial conditiand results of operations should be read in catijom with our Consolidated Financ
Statements and the notes thereto appearing elsewhtis Annual Report on Form 10-K. In additionthe other information in this Annual
Report on Form 10-K, investors should carefullysidar the following discussion and the informatiorder “Risk Factors’ when evaluating
us and our business.

Iltem 1. Business

BioMarin Pharmaceutical Inc. (BioMarin, we, us arpdevelops and commercializes innovative pharmmgcas for serious diseases anc
medical conditions. We select product candidateslifgeases and conditions that represent a signifienmet medical need, have well-
understood biology and provide an opportunity tditst-to-market or offer a significant benefit avexisting products. Our product portfolio is
comprised of five approved products and multipleestigational product candidates. Approved prodinttiside Naglazyme (galsulfase), Ku
(sapropterin dihydrochloride), Aldurazyme (laroredy Firdapse (amifampridine phosphate) and VIMIZ&#bsulfase alpha).

Naglazyme received marketing approval in the Un@ates (the U.S.) in May 2005, in the Europearobifihe EU) in January 2006 and
subsequently in other countries. Kuvan was gramtacketing approval in the U.S. and EU in Deceml&72and December 2008, respectiv
In December 2009, the European Medicines AgeneyEtA) granted marketing approval for Firdapse,clihivas launched in the EU in Ag
2010. Aldurazyme, which was developed in colladorawith Genzyme Corporation (Genzyme), was appidae2003 for marketing in the
U.S. and the EU, and subsequently in other coumti&MIZIM received marketing approval in the U@ February 14, 2014.

We are conducting clinical trials on several inigetional product candidates for the treatmentasfous diseases including: PEG PAL,
an enzyme substitution therapy for the treatmempheiylketonuria or PKU, BMN 701, an enzyme reptaest therapy for Pompe disease, a
glycogen storage disorder, BMN 673, an orally al#é poly (ADP-ribose) polymerase (PARP) inhibfimrthe treatment of patients with
certain cancers, BMN 111, a peptide therapeutitHfeitreatment of achondroplasia and BMN 190, aayme replacement therapy for the
treatment of late infantile neuronal ceroid lipafumsis, or CLN2, a form of Batten disease. Wecargducting or planning to conduct
preclinical development of several other producididates for genetic and other metabolic diseaseéseacently announced the selection of
new drug development candidates, BMN 270 and BMOL BBIN 270 is a Factor VIII gene therapy drug depehent candidate, an AAV VIl
vector, for the treatment of hemophilia A. BMN 285G novel fusion of alpha-N-acetyglucosaminiddé&®LU) with a peptide derived from
insulin-like growth factor 2 (IGF2), for the trea¢mt of Sanfilippo B syndrome or Mucopolysaccharisitgpe 111B (MPS I1IB).
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Recent Developments
VIMIZIM Marketing Approval in the U.S. and PositiveCHMP Opinion in the EU

On February 14, 2014, the Food and Drug Administnafthe FDA) granted marketing approval for VIMMIfor the treatment of
mucopolysaccharidosis Type IV A (Morquio Syndromg@& A or MPS IV A). We immediately began marketMig/1ZIM in the U.S. using
our own existing sales force and commercial orgatiom and completed our first commercial sale mthS.

On February 20, 2014, the Committee for MedicaldiBod for Human Use (CHMP) of the EMA adopted a fisiopinion for our
Marketing Authorization Application (MAA) for VIMIZM. The CHMP’s recommendation has been referretiédEuropean Commission
(EC). The EC is expected to render an approvakdecior VIMIZIM in the second quarter of 2014.

Factor VIl Gene Therapy Drug Development CandidaBMN 270 for the Treatment of Hemophilia A

In January 2014, we announced the selection ofA¥i-factor VIII vector, BMN 270, to develop for theeatment of patients with
hemophilia A, the initiation of IND-enabling toxilogy studies of BMN 270 and that we expect to atdia clinical trial in early 2015. The
Company’s gene therapy program for hemophilia A argginally licensed from University College Londand St. Jude Children’s research
Hospital in February 2013 and has since been degdlat BioMarin's facilities.

NAGLU Fusion Protein Drug Development Candidate BMREO for the Treatment of Sanfilippo B (MPS 11IB

In February 2014, we announced the selection @wadrug development candidate, BMN 250, a novebfusf alpha-N-
acetyglucosaminidase (NAGLU) with a peptide derifredn insulin-like growth factor 2 (IGF2), for theeatment of Sanfilippo B syndrome or
Mucopolysaccharidosis type 11IB (MPS 11IB). We hawndiated IND-enabling studies and expect to atiiclinical studies with BMN 250 in
mid-2015. Discovered by BioMarin, BMN 250 is an gme replacement therapy using recombinant human INA®ith an IGF2, or
Glycosylation Independent Lysosomal Targeting (GItay. BMRN 250 is delivered directly to the braising our patented technology.

Contract to Purchase of San Rafael Corporate Center

On December 17, 2013, BioMarin, through a whollyred subsidiary entered into a Contract of PurchaseSale and Joint Escrow
Instructions (the Agreement) to purchase the offim@plex and vacant land commonly known as theR&fael Corporate Center, located in
the City of San Rafael, County of Marin, Califorifihe SRCC) from SR Corporate Center Phase One, ah@ SR Corporate Center Phase
Two, LLC, each a Delaware limited liability compaWe currently lease approximately 40% of the caxplvhich we use as our global
headquarters. The purchase of the SRCC is expertddse during the first quarter of 2014 for aghase price of $116.5 million.

Convertible Debt Offering

On October 15, 2013, we completed a convertible dffering of $750.0 million of our senior subordbed convertible notes consisting
of $375.0 million 0.75% senior subordinated conbétnotes due 2018 (the 2018 Notes) and $375.dmil.50% senior subordinated
convertible notes due 2020 (the 2020 Notes andhegeavith the 2018 Notes, the Notes). The Notekhelconvertible, under certain
circumstances, into cash, shares of our commotk stoa combination of cash and common stock aetestion. The initial conversion rate
will be 10.6213 shares of common stock per $1,00pal amount of Notes (representing an initiaheersion price of approximately $94.15
per common share), subject to customary adjustmé&hesinitial conversion rate represents approxéfyad 40% premium to the last reported
sale price of our common stock on the NASDAQ Gldbalect Market on October 8, 2013. We also entiettedprivately-negotiated capped
call transactions with respect to 50% of the ppatiamount of the Notes with three of the underwsitor their affiliates. The capped
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call transactions are generally expected to regotential dilution to our common stock upon coniarf the relevant Notes in excess of the
principal amount of such converted Notes. The cagef the capped call transactions entered irith kespect to 50% of the Notes will
initially be, in each case, approximately $121Wbich represents a premium of approximately 80% tve NASDAQ closing price of a share
of our common stock on October 8, 2013 and is stilijecertain adjustments under the terms of sagped call transactions. We received ne
proceeds after fees, transaction costs and théaseof the capped call of approximately $696.4ianil which we intend to use for general
corporate purposes.

Summary of Commercial Products and Major DevelopmenPrograms

A summary of our various commercial products angbmdevelopment programs, including key metricefBecember 31, 2013, is
provided below:

2013
Orphan 2013 Research &
Drug Total Net Developmen
Exclusivity Orphan Product
Expiration Drug Exclusivity Revenues Expense
Commercial Products Indication U.S. Expiration EU (in millions) (in millions)
Naglazyme MPS VI (1) Expired September 20 $ 271:% $ 12.5
Kuvan PKU (2) December 201 NA (12) $ 167.¢ $ 14.4
Aldurazyme (3 MPS | (4) Expired Expired $ 83 $ 1.7
Firdapse LEMS (5) NA (11) 2019 $ 16.1 $ 8.7
VIMIZIM MPS IV A (6) 2021 NA (13) $ 0.1 $ 82.C
2013
Research &
Developmen
Expense

Products in Developmen Target Indication Stage (in millions)

PEG PAL PKU Clinical Phase - $ 54.5

BMN 701 POMPE (7) Clinical Phase 1/2 ( $  45¢

BMN 673 (9) BRCA

BREAST CANCER Clinical Phase : $ 29.t

BMN 111 ACHONDROPLASIA Clinical Phase . $ 15.C

BMN 190 CLN2 (10) Clinical Phase 1/ $ 13.¢

(1) Mucopolysaccharidosis VI, or MPS

(2) Phenylketonuria, or PKI

(3) The Aldurazyme total product revenue noted ahiswthe total product revenue recognized by @aordance with the terms of our
agreement with Genzyme Corporation. “*Commercial Produc—Aldurazyme¢’ below for further discussiol

(4) Mucopolysaccharidosis I, or MP<

(5) Lambert Eaton Myasthenic Syndrome, or LE

(6) Mucopolysaccharidosis IV Type A, or MPS I\

(7) Pompe disease, a glycogen storage disc

(8) The Phase 2 clinical trial began in January 2!

(9) BMN 673 is an orally available poly (AL-ribose) polymerase, or PARP inhibitor for the tneant of patients with certain cance

(10) CLN2, or late infantile neuronal ceroid lipofuscai® is a lysosomal storage disorder primarily &ffey the brain

(11) Firdapse has not received marketing approvdié U.S. and we have the North American rightdeteelop and market Firdapse to a thirc
party.

(12) Merck Serono markets Kuvan in the E

(13) We anticipate receiving marketing approval in th¢ig the second quarter of 20!
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Commercial Products
Naglazyme

Naglazyme is a recombinant form of N-acetylgalaatosie 4-sulfatase (arylsulfatase B) indicated figmts with
mucopolysaccharidosis VI (MPS VI). MPS VI is a dithiing life-threatening genetic disease for whi@hother drug treatment currently exists
and is caused by the deficiency of arylsulfatasarBenzyme normally required for the breakdownesfain complex carbohydrates known as
glycosaminoglycans (GAGS). Patients with MPS Vlitglly become progressively worse and experienckipieisevere and debilitating
symptoms resulting from the build-up of carbohydnagsidues in tissues in the body. These symptoahgde: inhibited growth, spinal cord
compression, enlarged liver and spleen, joint defiies and reduced range of motion, skeletal deitiem impaired cardiovascular function,
upper airway obstruction, reduced pulmonary fumctfcequent ear and lung infections, impaired lmepéand vision, sleep apnea, malaise and
reduced endurance.

Naglazyme was granted marketing approval in the lo.8lay 2005 and in the EU in January 2006. WekaaNaglazyme in the U.S.,
EU, Canada, Latin America, Turkey and other areasguour own sales force and commercial organinatalditionally, we use local
distributors in several other regions to help uspe registration and/or market Naglazyme on a dgmasient basis. Naglazyme net product
revenues for the years ended December 31, 2013,&81 2011 totaled $271.2 million, $257.0 milliond&$224.9 million, respectively.

Kuvan

Kuvan is a proprietary synthetic oral form of 6R-BH naturally occurring enzyme co-factor for pHatanine hydroxylase (PAH),
indicated for patients with PKU. Kuvan is the fidstig for the treatment of PKU, which is an inhegimetabolic disease that affects at least
50,000 diagnosed patients under the age of 4Cidé¢lreloped world. We believe that approximatelya380% of those with PKU could
benefit from treatment with Kuvan. PKU is causedalyeficiency of activity of an enzyme, PAH, whislrequired for the metabolism of
phenylalanine (Phe). Phe is an essential aminofaaittl in all protein-containing foods. Without Saient quantity or activity of PAH, Phe
accumulates to abnormally high levels in the blaedulting in a variety of serious neurological @ications, including severe mental
retardation and brain damage, mental iliness, seszand other cognitive problems. As a result @fbwn screening efforts implemented in the
1960s and early 1970s, virtually all PKU patiemsler the age of 40 in developed countries have degmosed at birth. Currently, PKU can
be managed by a Phe-restricted diet, which is sapghted by nutritional replacement products, likenfulas and specially manufactured
foods; however, it is difficult for most patients@dhere to the strict diet to the extent neededdhieving adequate control of blood Phe le\
Kuvan has been demonstrated to reduce blood PhEI89% in approximately 30% of patients.

In December 2013, the FDA approved the use of Kypmamder for oral solution which will be providedandose sachet packet allowing
faster dissolution of powder in solution comparedhe current tablet form. This new dosage formxisected to have increasing appeal for
young patients in the-7 year age range. We expect to commercially ladinishnew form of Kuvan in the first quarter of 201

Kuvan was granted marketing approval for the treatnof PKU in the U.S. in December 2007. We makketan in the U.S. and Canada
using our own sales force and commercial orgamimatfuvan has been granted orphan drug statuiti8., which confers seven years of
market exclusivity in the U.S. for the treatmenftfU, expiring in December 2014. We expect thatgatents will provide market exclusivity
beyond the expiration of orphan status. Kuvan nedyct revenues for the years ended December 3B, 2012 and 2011 totaled $167.4
million, $143.1 million, and $116.8 million, respaely.

In May 2005, we entered into an agreement with M&erono S.A.(Merck Serono), for the further depatent and commercialization
Kuvan and any other product containing 6R-BH4, BR@%G PAL for PKU. Through the agreement, as amemi2607, Merck Serono acquired
exclusive rights to market these
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products in all territories outside the U.S., Camadd Japan, and we retained exclusive rights tkahthese products in the U.S. and to marke
Kuvan in Canada and PEG PAL in Japan. Merck Senoardxets Kuvan in the EU and several other countigside the U.S., Canada and
Japan. Under the agreement with Merck Serono, eemtitled to receive royalties, on a country-bwttoy basis, until the later of the
expiration of patent rights licensed to Merck Seronten years after the first commercial saleheflicensed product in such country. Over the
next several years, we expect a royalty of appraséy four percent on net sales of Kuvan by MerekoBo. We also sell Kuvan to Merck
Serono at or near cost, and Merck Serono resdlpribduct to end-users outside the U.S., Canaddapah. The royalty earned from Kuvan
product sold by Merck Serono in the EU is includsda component of net product revenues in the gpedaoned. During 2013, 2012 and 2011
we earned $2.0 million, $1.9 million and $1.6 noifli respectively, in net royalties on net sale$51.0 million, $46.8 million and $40.4 millic

of Kuvan by Merck Serono, respectively. We recordelthborative agreement revenue associated wéreshKuvan development costs in the
amounts of $1.0 million, $1.8 million, and $0.5 koih in 2013, 2012 and 2011, respectively.

Aldurazyme

Aldurazyme has been approved for marketing in ti& UWEU and other countries for patients with mudggaccharidosis | (MPS 1). MPS
| is a progressive and debilitating life-threatengenetic disease, for which no other drug treatroerrently exists, that is caused by the
deficiency of alpha-L-iduronidase, a lysosomal en@ynormally required for the breakdown of GAGsiétdas with MPS | typically become
progressively worse and experience multiple sesackdebilitating symptoms resulting from the build-of carbohydrate residues in all tissue:
in the body. These symptoms include: inhibited ghowlelayed and regressed mental developmentédisdtiere form of the disease), enlargec
liver and spleen, joint deformities and reducedyeaof motion, impaired cardiovascular function, epgirway obstruction, reduced pulmonary
function, frequent ear and lung infections, impaihearing and vision, sleep apnea, malaise andeeddendurance.

We developed Aldurazyme through collaboration v@#&nzyme, now a wholly-owned subsidiary of Sanofider our collaboration
agreement, we are responsible for manufacturingiralyme and supplying it to Genzyme. Genzyme recsates of Aldurazyme and is
required to pay us, on a quarterly basis, a 39%0% royalty on worldwide net product sales. Wepgmize a portion of this royalty as
product transfer revenue when product is releas€ienzyme and all of our obligations have beerilledf Genzyme’s return rights for
Aldurazyme are limited to defective product. Thedarct transfer revenue represents the fixed ammemanit of Aldurazyme that Genzyme is
required to pay us if the product is unsold by Gemz. The amount of product transfer revenue widlreually be deducted from the calculated
royalty when the product is sold by Genzyme. Additilly, Genzyme and we are members of a 50/50dihitbility company that: (1) holds
the intellectual property relating to Aldurazymedarther collaboration products and licenses alhsntellectual property on a royalty-free
basis to us and Genzyme to allow us to exerciseiglis and perform our obligations under the agrests related to the restructuring, and
(2) engages in research and development actitit@sare mutually selected and funded by Genzyrdauan

Aldurazyme net product revenues for the years efdadmber 31, 2013, 2012 and 2011 totaled $83lomi$82.2 million and $82.8
million, respectively. The net product revenuesdach of the years ended December 31, 2013, 212G include $88.5 million, $80.4
million and $74.2 million, respectively, of royaltgvenue on net Aldurazyme sales by Genzyme. Net sé Aldurazyme by Genzyme totaled
$212.4 million, $193.1 million and $185.2 millioarfthe years ended December 31, 2013, 2012 and B&ddectively. For the years ended
December 31, 2013, 2012 and 2011 Aldurazyme nelugtaevenue included previously recognized Aldynae net product transfer revenue
of $4.9 million in 2013 and incremental productister revenue of $1.8 million, and $8.6 million, 2812 and 2011, respectively.
Incremental/previously recognized product transéeenue reflects incremental shipments of AldurazyonGenzyme to meet future product
demand. In the future, to the extent that Genzyhdeirdzyme inventory quantities on hand remain iast, we expect that our total
Aldurazyme revenues will approximate the 39.5%Q&050yalties on net product sales by Genzyme.
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Firdapse

Firdapse is a form of 3, 4-diaminopyridine (amifaidme phosphate or 3, 4-DAP) for the treatmentambert Myasthenic Syndrome
(LEMS). Firdapse was originally developed by AGERt®, pharmaceutical unit of the Paris Public Hadpiuthority (AP-HP). Firdapse was
granted marketing approval in the EU in Decemb&920n addition, Firdapse has been granted orphag status in the EU, which confers ten
years of market exclusivity in the EU. We launckédiapse on a count-by-country basis in Europe beginning in April 20Erdapse net
product revenues for the years ended Decembel03B, 2012 and 2011 totaled $16.1 million, $14.dianiland $13.1 million, respectively. In
October 2012, we licensed to Catalyst Pharmaceéuirerdners, Inc. the North American rights to depeind market Firdapse. In exchange for
the North American rights to Firdapse, we may reeedyalties of 7% to 10% on net product salesiafdpse in North America. For the year
ended December 31, 2013 we recognized collaboregisenue of $2.9 million related to our agreemeith @atalyst.

LEMS is a rare autoimmune disease with the prinsgrgptoms of muscle weakness. Muscle weakness in3 EMaused by
autoantibodies to voltage gated calcium channelditg to a reduction in the amount of acetylchoteleased from nerve terminals. The
prevalence of LEMS is estimated at four to tenmdlion, or approximately 2,000 to 5,000 patientghie EU and 1,200 to 3,100 patients in the
U.S. Approximately 50% of LEMS patients diagnosestdnsmall cell lung cancer. Patients with LEMS ¢gly present with fatigue, muscle
pain and stiffness. The weakness is generally mandked in the proximal muscles particularly of kbags and trunk. Other problems include
reduced reflexes, drooping of the eyelids, faciedkness and problems with swallowing. Patientsxafteort a dry mouth, impotence,
constipation and feelings of light headedness andihg. On occasion, these problems can be ligathning when the weakness involves
respiratory muscles. A diagnosis of LEMS is gergmalade on the basis of clinical symptoms, elecirognaphy testing and the presence of
auto antibodies against voltage gated calcium atlan@urrently approved treatments of LEMS can isbrd strategies directed at the
underlying malignancy, if one is present. Therapgroall cell lung cancer is limited and outcomes generally poor. Immunosuppressive
agents have been tried but success is limitedagitp and difficulty administering the regimens.mainstay of therapy has been AP, but
its use in practice has been limited by the dragailability.

VIMIZIM

VIMIZIM is an enzyme replacement therapy for theatment of MPS IV A, a lysosomal storage disort#?S IV A is a disease
characterized by deficient activity of Nacetylgateamine- 6-sulfatase (GALNS) causing excessiveslysal storage of glycosaminoglycans
such as keratan sulfate and chondroitin sulfates @kcessive storage causes a systemic skelefalbdiss short stature, and joint abnormalit
which limit mobility and endurance. Malformation thie chest impairs respiratory function, and loessrof joints in the neck cause spinal
instability and potentially spinal cord compressi@ther symptoms may include hearing loss, coroleaiding, and heart disease. Initial
symptoms often become evident in the first fivergad life. The disease substantially limits bdik guality and length of life of those affect
We have identified approximately 1,500 patientsldwide including approximately 200 patients in theS. suffering from MPS IV A and if
approved in the EU and other countries, we expedt\IMIZIM could be our largest commercial prodtetdate.

VIMIZIM was granted marketing approval in the Ud February 14, 2014. We immediately began margafiMIZIM in the U.S.
using our own existing sales force and commergigduization and we completed our first commercide $n the U.S. Now that we have
received approval for VIMIZIM in the U.S., we plém pursue registration and/or market VIMIZIM onamed patient basis in other regions.
Additionally, many countries allow for named patien other early access sales based on the FDAveagpiVe plan to institute sales in these
countries where appropriate. The EMA has valid#tedVIAA, for VIMIZIM and has recently moved from atcelerated assessment to a
standard assessment for this MAA. On February @04 2the CHMP of the EMA adopted a positive opinionour MAA for VIMIZIM. The
EC is expected to render approval decision for \@N¥ in the second quarter of 2014.
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Products in Clinical Development
PEG PAL

PEG PAL is an investigational enzyme substitutlerapy that we are developing as a subcutaneaegion for the treatment of PKU.
In June 2009, we announced results from a Phaperi-label, single-dose, dose-escalation clinidal of PEG PAL for PKU. Significant
reductions in blood Phe levels were observed ipaients in the fifth dosing cohort of the Phagadl. In addition, there were no serious
immune reactions observed and mild to moderatetioj-site reactions were in line with our expeicias. In September 2009, we initiated a
Phase 2, opelabel dose finding clinical trial of PEG PAL. Themary objective of this clinical trial was to optize the dose and schedule 1
produces the most favorable safety profile andrietaction. The secondary objectives of the clinidal were to evaluate the safety and
tolerability of multiple dose levels of PEG PAL,dwaluate the immune response to PEG PAL, andalate steady-state phamacokinetics in
all patients and accumulation of PEG PAL in a stib§gatients enrolled in this clinical trial. Pireinary results from this clinical trial were
presented in August 2010 and showed that of therspatients who received at least one milligramkggegram per week of PEG PAL for at
least four weeks, six patients have achieved Rredddoelow 600 micromoles per liter. Mild to moderaelffimiting injection site reactions a
the most commonly reported toxicity. In April 20Me initiated an extension of the Phase 2 studintba shorter induction and titration
dosing regimen to an efficacious maintenance disis. study is fully enrolled and ongoing with 2%fcts. A Phase 3 clinical trial of PEG
PAL was initiated in May 2013. This Phase 3 clihical includes an open-label study to evaluafetyeand blood Phe levels in naive patients
and a randomized controlled study of the Phasaeéhsion study patients and patients from the opbatltrial to evaluate blood Phe levels anc
neurocognitive endpoints. This ongoing Phase 2ysiag enrolled 24 patients to date and has denat@dtPhe reduction using the standard
indication period we are using for the Phase 3ystlide FDA has indicated that lowering Phe bloogtle in adults could support accelerated
approval, even if neurocognitive endpoints aredeshonstrated. We expect to report results frometiréals in the fourth quarter of 2014.

BMN 673

BMN 673 is a PARP inhibitor, a class of moleculestthas shown clinical activity against cancersiving defects in DNA repair that
we are investigating for the treatment of certainaers. In January 2011, we announced the inttiati@ Phase 1/2 clinical trial for BMN 673
for the treatment of patients with solid tumorsisT¢linical trial is an open-label study of oncelyleorally administered BMN 673 in
approximately 85 patients ages 18 and older wittaaded or recurrent solid tumors. The study esthbll a preliminary dose that is generally
well tolerated and reaches steady state with rededdily doses. The study has focused on breasiharéhn cancers characterized by BRCA
mutations, Ewing’s sarcoma and small cell lung eanand has been expanded to include prostateaamutgatic cancers. In September 2013,
we announced an update on the study at the 2013u8anio Breast Cancer Symposium. As presentedngmd enrolled gBRCA breast
cancer patients treated at the dose of 1mg/dayahfirmed RECIST response rate was 50% (severiroted objective responses: one
complete and six partial). In addition, there wive patients with stable disease lasting at |24siveeks for an overall clinical benefit respo
rate at this dose of 86% (12/14). In the completgoct of 18 gBRCA breast cancer patients, whicluibed six patients from the dose
escalation cohort at doses ranging from 900 ud.@®jig and 12 patients from the dose expansionrcaha dose of 1.0 mg, the RECIST
response rate was 44% (8/18), with one completesanen partial responses. The clinical benefitwate 72% (13/18), with five patients
having stable disease in excess of 24 weeks. Albaks (n=18) there has been a best responsetiaf pagsponse or better in 12 patients, and
four patients progressed prior to confirmation ti@f 14 patients treated at 1 mg, there has beestadsponse of partial response or better in
8 patients, and one patient progressed prior téiroaation. Safety data continues to show that BMM8 & generally well-tolerated. The dose-
limiting toxicity has been thrombocytopenia. Myalpgression is generally mild-to-moderate in seyefireater than grade 1 anemia,
thrombocytopenia and neutropenia has occurred, 28% and 11% of patients, respectively, with afcalosing. Fatigue, nausea and
alopecia were observed in 26-31% of patients. Emmit continues for this study.
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Based on the results of the Phase 2, BioMarireiteitl a Phase 3 trial in gBRCA mutated breast cand@ctober 2013. The Phase 3 trial
is an open-label, 2:1 randomized, parallel, two-atatdy of BMN 673 as compared to the physiciansiad of chemotherapy in germline
BRCA mutation subjects with locally advanced andf@tastatic breast cancer who have received no thanetwo prior chemotherapy
regimens for metastatic disease. The study is kmgapproximately 429 subjects and is being cotetliat approximately 100 sites in twelve
countries. The primary objective of the study isémpare progression-free survival of subjectadécaith BMN 673 as a monotherapy
relative to those treated with protocol-specifiéiygicians’ choice. The secondary objectives aevtduate objective response rate, overall
survival, safety and the pharmacokinetics of BMN3.67

BMN 701

BMN 701 is a novel fusion of acid alpha glucosidéGAA) with a peptide derived from insulin-like guth factor 2. We acquired the
BMN 701 program in August 2010 in connection witle facquisition of ZyStor Therapeutics, Inc. (Zystor January 2011, we announced the
initiation of a Phase 1/2 clinical trial for BMN ZOThis clinical trial was an open-label study W@leate the safety, tolerability,
pharmacokinetics, pharmacodynamic and clinicavagtof BMN 701 administered as an intravenous &b every two weeks at doses of 20
milligrams per kilogram. We have completed enrolhinef this study with 22 patients between the aifels3 and 65 years old with late-onset
Pompe disease for a treatment period of 24 wedies pfimary objectives of this study are to evaluhéesafety and tolerability of BMN 701 as
well as determine the antibody response to BMN 10k secondary objectives of the study are to deter the single and multi-dose
pharmacokinetics of BMN 701 and determine mob#gityl functional exercise capacity in patients réngiBMN 701. Pompe disease is a
lysosomal storage disorder caused by a deficiem&AA that prevents cells from adequately degradjiygogen. This results in the storage of
glycogen in lysosomes, particularly those in muselés, thereby damaging those cells and causiogrpssive muscle weakness, which in turr
can result in death due to pulmonary or cardiaaffitsency.

Results from the Phase 1/2 clinical trial, releasearch 2013, exceeded our prespecified requirgsd he results showed that in the
mg/kg every other week dose cohort, three out gidtéents, or 19%, had a greater than 75 meterav@mnent in 6-minute walk distance, and
that there was a 14.1% relative improvement in MetiExpiratory Pressure (MEP) and a 27.0% relatiyovement in Maximal Inspiratory
Pressure (MIP) from pretreatment baseline to wekekv2o important measures of overall respiratorysohel function and strength. Side effects
for BMN 701 were generally consistent with thosersér other enzyme replacement therapies.

The FDA recently indicated that MIP is a potenti@pprovable primary endpoint for our anticipatédge 3 switching trial with BMN
701. Subject to completing discussions with Eurogesalth authorities, we expect to initiate a Pt&switching trial in the first quarter of
2014 in late-onset Pompe patients who have prelidieen treated with alglucosidase alfa.

BMN 111

BMN 111 is a peptide therapeutic in developmentliertreatment of achondroplasia. In September 20&2nnounced the results of a
Phase 1 clinical trial for BMN 111. The primary etijive of the Phase 1 clinical trial was to assessafety and tolerability of single and
multiple doses of BMN 111 in normal healthy adutunteers up to the maximum tolerated dose. BMN a4 generally well-tolerated over
the range of single and repeat doses studied. Ricakimetic data indicated that the dose levelsistudesulted in exposure levels that are
expected to stimulate growth based on non-clirfiodings. In January 2014, we announced the indtiedf a Phase 2 clinical trial for BMN
111 for the treatment of children with achondrojglaghis clinical trial is an open-label, sequeintiahort, doseescalation study of BMN 111
children who are 5-14 years old. The primary olpjectf this study is to assess the safety anddblkty of daily subcutaneous doses of BMN
111 administered for 6 months. The secondary abgstvill include an evaluation of change in animead growth velocity, changes in
absolute growth parameters, changes in body priopsrand other medically
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relevant and functional aspects of achondroplasiel as sleep apnea and joint range of motionr ®rienrolling in the Phase 2 study, all
patients will have participated in a six month maktistory study to determine baseline growth g#odata. This is an international study that
will enroll approximately 24 subjects for a treatrhduration of six months.

BMN 190

BMN 190 is a recombinant human tripeptidyl peptalagor the treatment of patients with CLN2, a favfiBatten disease. In September
2013, we announced the initiation of a Phase 1Li@ystor BMN 190. This clinical trial is an open-klbdose-escalation study in patients with
CLN2. The primary objectives are to evaluate tHetgaand tolerability of BMN 190 and to evaluatéeetiveness using a CLN2-specific rating
scale score in comparison with natural history ddter 48 weeks of treatment. Secondary objectivedo evaluate the impact of treatment on
brain atrophy in comparison with CLN2 natural higtafter 48 weeks of treatment and to charactgimrmacokinetics and immunogenicity.
The study is currently enrolling patients and plamenroll approximately 22 subjects at up to temiaal sites worldwide for a treatment
duration of 48 weeks.

Manufacturing

We manufacture Naglazyme, Aldurazyme, VIMIZIM, PP&L, BMN 111 and BMN 190 in our approved Good Mauitiring Practice
(GMP) production facilities located in Novato, Galhia. Vialing and packaging are performed by cactt manufacturers. We believe that we
have ample operating capacity to support the comialetemand of both Naglazyme and Aldurazyme thhoatgeast the next five years as
well as the commercial requirements for the intéainch of VIMIZIM in the U.S. and EU.

In August 2011, we acquired a bulk biologics mantufeng plant located in Shanbally, County of CdrkJand. This 142,000-squafest
facility which was completed and validated in 20085 approved by the Irish Medicines Board in 20¥@.are not currently manufacturing :
products in this facility. We currently intend taanufacture VIMIZIM in this facility. However, beferwe can manufacture any product in this
facility, including VIMIZIM, substantial modificatins to the facility will be required and we willegbto requalify and validate certain systems
in the facility. We have begun the build-out ofstifacility. The addition of the Shanbally faciliyill increase our operating capacity to support
the anticipated commercial demand of VIMIZIM.

Our Novato, California facilities have demonstratednpliance with GMPs to the satisfaction of theA-Ehe European Commission
(EC) and health agencies in other countries foctramercial production of Aldurazyme and NaglazyAéof our facilities and those of any
third-party manufacturers will be subject to pertodispections confirming compliance with applicatdw and must pass inspection before we
can manufacture our drugs for commercial sales.

Both the Kuvan tablet and powder sachet are matwrisst on a contract basis by a third-party. Theeetwo approved manufacturers of
the active pharmaceutical ingredient, or API, favn. Firdapse, BMN 701 and BMN 673 are each mamwifad on a contract basis by a third
party. There is one approved manufacturer of theféPFirdapse.

In general, we expect to continue to contract wiitside service providers for certain manufactusagvices, including final product
vialing and packaging operations for our recombir@anzymes and API production and tableting for Kkuaad Firdapse. Third-party
manufacturers’ facilities are subject to periogisgections to confirm compliance with applicable End must be GMP certified. We believe
that our current agreements with third-party mactuii@ers and suppliers provide for ample operataqgacity to support the anticipated
commercial demand for Kuvan and Firdapse. In aeitatances, there is only one approved contraoufaaturer for certain aspects of the
manufacturing process. In such cases, we attengetent disruption of supplies through supply agrents, maintaining safety stock and
other appropriate strategies. Although we have
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never experienced a disruption in supply from amntact manufacturers, we cannot provide assurdrateve will not experience a disruption
in the future.

Raw Materials

Raw materials and supplies required for the pradnatf our products and product candidates ardahlai in some instances from one
supplier, and in other instances, from multiple@igps. In those cases where raw materials are adjylable through one supplier, such
supplier may be either a sole source (the onlygeized supply source available to us) or a singlece (the only approved supply source for
us among other sources). We have adopted poliziadempt, to the extent feasible, to minimize i material supply risks, including
maintenance of greater levels of raw materialsritwy and implementation of multiple raw materis¢aircing strategies, especially for critical
raw materials. Although to date we have not experd any significant delays in obtaining any rawerials from our suppliers, we cannot
provide assurance that we will not face shortagas fone or more of them in the future.

Sales and Marketing

We have established a commercial organizationuydtiafy a sales force, to support our product liriesctly in the U.S., Europe, South
America and certain other significant markets. éiber selected markets, we have signed agreeméhtstiver companies to act as distribui
of Naglazyme. Most of these agreements generadlgtghe distributor the right to market the produadhe territory and the obligation to
secure all necessary regulatory approvals for camialeor named patient sales. Additional marketskaing assessed at this time and
additional agreements may be signed in the fuie believe that with moderate additions in 2014,glze of our sales force will be
appropriate to effectively reach our target audéeincmarkets where Naglazyme, Kuvan, Firdapse dMiXIM are directly marketed. We
utilize third-party logistics companies to storelatistribute our products.

Genzyme has the exclusive right to distribute, raband sell Aldurazyme globally and is requiregitiochase its requirements
exclusively from us.

Customers

Our Naglazyme, Kuvan and Firdapse customers indudaited number of specialty pharmacies and esets) such as hospitals and
foreign government agencies, which act as retaii®esalso sell Naglazyme to our authorized Euromkstnibutors and to certain larger
pharmaceutical wholesalers, which act as intermiegi®etween us and end-users and generally detaak significant quantities of
Naglazyme. During 2013, 41% of our net Naglazymevah and Firdapse product revenues were genergtialde customers. Genzyme is
sole customer for Aldurazyme and is responsiblerfarketing and selling Aldurazyme to third-parties.

Despite the significant concentration of customtrs,demand for Naglazyme, Kuvan and Firdapseivedprimarily by patient therapy
requirements and we are not dependent upon anyidiadil distributor with respect to Naglazyme, KuvarFirdapse sales. Due to the pricing
of Naglazyme, Kuvan and Firdapse and the limitemhimer of patients, the specialty pharmacies and egabtrs generally carry a very limited
inventory, resulting in sales of Naglazyme, Kuvad &irdapse being closely tied to emsker demand. However, in certain countries pagity
in Latin America, governments place large periaaigers for Naglazyme. The timing of these ordersaeaate significant quarter to quarter
variation in our revenue.

We expect VIMIZIM customers and their ordering patt to be substantially similar to our Naglazymstemers.

10



Table of Contents

Competition

The biopharmaceutical industry is rapidly evolvargd highly competitive. The following is a summanalysis of known competitive
threats for each of our major product programs:

Naglazyme, Aldurazyme and VIMIZIN

Small companies and academic groups continue foa@eavarious approaches to treating MPS VI, MRS8d MPS IVA. However, we
are not aware of any active competitive progranefaryme replacement therapy for MPS VI, MPS | orSM¥ A that has entered clinical
trials.

Bone marrow transplantation has been used tosezatrely affected patients, generally under theohd@o, with some success. Bone
marrow transplantation is associated with high riditypand mortality rates as well as with probleimiserent in the procedure itself, including
graft versus host disease, graft rejection and dawailability, which limits its utility and applation. There are other developing technologies,
including gene therapy, that are potential competithreats to enzyme replacement therapies. Howexgeknow of no such technology that
has entered clinical trials related to MPS VI, MRS MPS IV A.

Kuvan and PEG PAL

There are currently no other approved drugs fotréstment of PKU. PKU is commonly treated with adical food diet that is highly-
restrictive and unpalatable. We perceive medicadioas a complement to Kuvan and PEG PAL and sigfréficant competitive threat.
Dietary supplements of large neutral amino acidéXR), have also been used in the treatment of PKius treatment may be a competitive
threat to Kuvan and PEG PAL. However, because LN#\A dietary supplement, the FDA has not evaluatgdclaims of efficacy of LNAA.
At least one company has filed a drug master fite the FDA for production of the active ingrediémtKuvan. However, we have no
knowledge that any company has filed an abbreviagddrug application (ANDA), for Kuvan or perforthéhe bioequivalence study that
would be required for an ANDA. See the ANDA disdassunder “The Hatch-Waxman Act” for additional anfnation.

Firdapse and LEMS

There are no other approved drugs for the treatwfddEMS. Current options rely on intravenous imraglobulin, plasmapherisis and/or
immuno suppressant drugs. In some countries, 3,B BAavailable, as a base, through various compogmharmacies, as a special or
magistral formulation, or through investigator spored studies. Firdapse is the only approved veisi@,4 DAP. One other aminopyridine,
4AP, has been approved in the U.S. by another pautical company. However, this is for the treathuod fatigue associated with Multiple
Sclerosis. The role of 4AP in LEMS is unproven andertain.

BMN 673

There are several other PARP inhibitors ahead oNB3M3 in clinical development for the treatmenvafious solid and hematologic
malignancies. None of these PARP inhibitors hadgen approved by the FDA or any other regulatggnay. However, several of the
competitive programs are either at approximatedysame stage of development or are more advanae®BtiN 673. The most advanced is
AstraZeneca’s product olaparib. AstraZeneca had fin MAA with the EMA for the use of olaparib heating ovarian cancer, and is
simultaneously conducting a Phase 3 trial in ovac@ncer to support an NDA filing in the U.S.

BMN 701

There are two approved enzyme replacement therfpi@ompe disease in the U.S. and at least twe imopreclinical studies. Gene
therapy is also being tested in clinical trials angharmaceutical company initiated a
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Phase 2 clinical trial to test its small molecul@perone as a combination therapy with enzymecepiant therapy.

BMN 111

There are currently no approved drugs for thetmeat of achondroplasia. There are other peptideaiily development for
achondroplasia, although BMN 111 is the only papthierapeutic that has entered clinical trialsaftitondroplasia.

BMN 190

There are currently no approved drugs for the tmeat of patients with CLN2.

Patents and Proprietary Rights

Our success depends on an intellectual propertjotiorthat supports our future revenue streamsasd erects barriers to our
competitors. We are maintaining and building ouepaportfolio through: filing new patent appliaais; prosecuting existing applications and
licensing and acquiring new patents and pateni@gijmns. Furthermore we seek to protect our owrprsf know-how, trade secrets and
trademarks through an active program of legal meishas including registrations, assignments, comtfiééity agreements, material transfer
agreements, research collaborations and licenses.

The number of our issued patents now stands abaippately 297, including approximately 64 patessuied by the U.S. Patent and
Trademark Office (the USPTO). Furthermore, ourfotic of pending patent applications totals appnoately 302 applications, including
approximately 42 pending U.S. applications.

With respect to Naglazyme, we have 11 issued patardiuding three U.S. patents. Claims cover duapureN -acetylgalactosamine-4-
sulfatase compositions of Naglazyme, methods atitig deficiencies ol -acetylgalactosamine-4-sulfatase, including MPSnvéthods of
producing and purifying such ultrapuxe-acetylgalactosamine-4-sulfatase compositions. & pasents will expire between 2021 and 2023
(methods of detecting).

With respect to Kuvan and BH4, we own, co-own orehlicensed a number of patents and pending papgiications that relate
generally to formulations and forms of our drugstabce, methods of use for various indications uddeelopment and dosing regimens. We
have rights to 75 issued patents including 13 i$dlé. patents with claims to a stable tablet fdation of BH4, methods of treating PKU
using a once daily dosing regimen, methods of amhtnation of Kuvan with food, crystalline forms BH4, and methods of producing BH4.
These patents will expire between 2024 and 2029.

We have rights to 33 issued patents, includindks& patents, related to Aldurazyme. These patasr our ultra-pure alpha-L-
iduronidase composition of Aldurazyme, methodsedting deficiencies of alpha-L-iduronidase by austering pharmaceutical compositions
comprising such ultra-pure alpha-L-iduronidase,ehuod of purifying such ultra-pure alpha-L-idurcaée and the use of compositions of ultra
pure biologically active fragments of alpha-L-idoidase. These patents will expire in 2019 and 208@re are U.S. patents on alpha-L-
iduronidase owned and controlled by a third-pane have examined such issued U.S. patents, theddlaS. and foreign applications and
their file histories, the prior art and other infation. Corresponding foreign applications werediln Canada, Europe and Japan. The
European application was rejected and abandonedamtbt be re-filed. The Japanese application lsadapsed and cannot befied. Claims
in the related Canadian application issued in 200& believe that such patents may not survive Hestge to patent validity but that it is
unlikely that a court in any country would ordertastop marketing the only life-saving drug theacturrently approved for this disease.
However, the processes of patent law are uncestadrany patent proceeding is subject to multipkntinipated outcomes. We believe that
in the best interest of our
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joint venture with Genzyme to market Aldurazymehagbmmercial diligence, in order to provide MPSatipnts with the benefits
Aldurazyme. We believe that these patents and papgiications do not affect our ability to markdtlurazyme in Europe.

We have patent protection in the European Pategdi@zation (EPO) countries for Firdapse for thatmmeent of LEMS. We have no
issued patents in the U.S. for Firdapse for thattnent of LEMS.

With respect to VIMIZIM, we own or have licensediamber of patents and pending patent applicaticaisrelate generally to
compositions of matter, methods of use and metbbgdsoduction. We have rights to 11 issued patarisiding five issued U.S. patents with
claims to compositions of purified recombinant Negtgalactosamine-6-sulfate sulfatase (VIMIZIM) imeds of treating Morquio Syndrome
and sulfatase-modifying factor | (SUMF1) polypepsdand nucleic acids used in the manufacture ofI¥IM. Issued U.S. patents cover
SUMF1 compositions (set to expire in 2019), pudfiecombinant VIMIZIM compositions (set to expire2029) and methods of treating
Morquio Syndrome (set to expire in 2029). We alawehissued U.S. and European patents that covéonesebdf production and are set to
expire in 2024.

With respect to our clinical product candidates,beteve we have the necessary intellectual prgpaghts to allowing us to undertake
the development of these candidates. Certain opmgducts candidates are in therapeutic areah#tvat been the subject of many years of
extensive research and development by academiaiaeg@mns and third parties who may control patentsther intellectual property that they
might assert against us, should one or more opmduct candidates in these therapeutic areas etdde@btaining regulatory approval and
thereafter be commercialized. We continually evi@dhe intellectual property rights of others iegh areas in order to determine whether a
claim of infringement may be made by others agaissShould we determine that a third party hasladtual property rights that could impi
our ability to freely market a compound we consi@emumber of factors in determining how best tgpre for the commercialization of any
such product. In making this determination we cd@siamong other things, the stage of developnfemtioproduct candidate and whether we
and our outside counsel believe the intellectuapprty rights of others are valid, whether we imge the intellectual property rights of others,
whether a license is available upon commercialysomable terms, whether we will seek to challehgérttellectual property rights of others,
and the likelihood of and liability resulting froam adverse outcome should we be found to infrihgerttellectual property rights of others.

Government Regulation

Regulation by governmental authorities in the UWhi&ates and other countries is a significant factthe development, manufacture,
commercialization, pricing and reimbursement of praducts. Our industry is subject to significaeddral, state, local and foreign regulation.
Our present and future business has been, andamilinue to be, subject to a variety of laws inlthréted States and other jurisdictions.

Our products require approval from the FDA, the EBW# corresponding agencies in other countriesreelfiey can be marketed.

Approval Process in the United States and Europemon

Pharmaceutical product development in the U.S.Eddypically involves preclinical laboratory andiaal tests, the submission to the
applicable regulatory agency of an application.(&gestigational new drug application (IND) orlaical trial application (CTA)), which mut
become effective before clinical testing may comoegmand adequate and well-controlled human clinicab to establish the safety and
effectiveness of the drug for each indication fdvickh marketing approval is sought. SatisfactiofBfA and EMA pre-market approval
requirements typically takes many years and theshtime required may vary substantially based upertype, complexity and novelty of the
product or disease.
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Preclinical tests include laboratory evaluationwadl as animal studies, to assess the charaatsrestd potential pharmacology,
pharmacokinetics and toxicity of the product. Thaduct of the preclinical tests must comply withA=Bnd/or EMA regulations and
requirements, including good laboratory practidése results of preclinical testing, along with athidormation, including information about
product chemistry, manufacturing and controls apdoposed clinical trial protocol are submittedhe applicable regulatory agency as part of
an IND or CTA. Long term preclinical tests, suchaagmal tests of reproductive toxicity and carcieoigity, may continue after the IND or
CTA is submitted. Until the CTA or IND is approveat,deemed approved following a waiting period,mey not start the clinical trial in the
relevant jurisdiction.

Clinical trials involve the administration of theviestigational new drug to healthy volunteers digpés under the supervision of a
qualified investigator. Clinical trials must be clutted in compliance with applicable regulatiorsdyclinical practices (GCP), as well as
under protocols detailing the objectives of thaltand the parameters to be used in monitoringysafed the effectiveness criteria to be
evaluated. Each protocol involving testing on pageand subsequent protocol amendments must betsedbio the FDA as part of the IND
and to the relevant regulatory agency in the E.paasof a new CTA.

The regulatory agencies may order the temporatyoingdermanent discontinuation of a clinical taalany time or impose other sanctions
if they believe that the clinical trial is not bgiconducted in accordance with applicable requirgmer presents an unacceptable risk to the
clinical trial patients. The study protocol andamhed consent information for patients in clinitéls must also be submitted to an institutic
review board (IRB) or ethics committee (EC), fopegval. An IRB/EC may also require the clinicabtrat the site to be halted, either
temporarily or permanently, for failure to compljtinthe IRB/EC’s requirements, or may impose ottw@rditions.

Clinical trials to support new drug applicationdYAs), or biological product licenses (BLAS), or rketing authorization applications
(MAAS) for marketing approval are typically condedtin three sequential phases, but the phases wealap or be combined. In Phase 1, the
initial introduction of the drug into healthy humanbjects or patients, the drug is tested to assetabolism, pharmacokinetics,
pharmacological actions, side effects associatéluincreasing doses and, if possible, early evidenteffectiveness. Phase 2 usually involve:
trials in a limited patient population, to determitme effectiveness of the drug for a particuldidgation or indications, dosage tolerance and
optimum dosage, and to identify common adversetffand safety risks. If a compound demonstrateerge of effectiveness and an
acceptable safety profile in Phase 2 evaluatiohas® 3 trials are undertaken to obtain the additimfiormation about clinical efficacy and
safety in a larger number of patients, typicallgebgraphically dispersed clinical trial sites.ekfcompletion of the required clinical testing, an
NDA or BLA is prepared and submitted to the FDA amdMAA is prepared and submitted to the EMA. FOpprval of the NDA or BLA it
required before marketing of the product may bégithe U.S. and approval of the MAA by the Europ&mmission is required before
marketing of the product may begin in the EU TheANBLA or MAA must include the results of all prauical, clinical and other testing, a
compilation of data relating to the product’s phacwmlogy, chemistry, manufacture and controls anggsed labeling, among other things.

The FDA and EMA initially review the applicationsrfa threshold determination that it is sufficigrdtbmplete to permit substantive
review, typically within 30-60 days. The FDA or EMAay request additional information rather tharegpting an NDA/ BLA or MAA,
respectively, for filing or validation. Once thelsnission is accepted, the applicable agency bewginis-depth review. For the FDA, the review
period for standard review applications is typigalh additional ten months and, for priority reviefadrugs, that is, drugs that the FDA
determines address a significant unmet need amdseqt a significant improvement over existing &ipgr the review period is typically an
additional six months in duration. The review prexenay be extended by the FDA for three additiomaiths to consider new information
submitted during the review or clarification regaginformation already provided in the submissibhe FDA may also refer applications for
novel products or products that present difficulestions of safety or efficacy to an advisory cotterj typically a panel that includes
clinicians and other experts, for review, evaluatmd a recommendation as to whether the
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application should be approved. The FDA is not labloy the recommendation of an advisory committeéjtigenerally follows such
recommendations. After the FDA evaluates the indiom provided in the NDA/BLA, it issues an apprbledter, or a complete response let
A complete response letter outlines the deficientighe submission and may require substantidtiaddl testing or information in order for
the FDA to reconsider the application. If and witerse deficiencies have been addressed, the FDAeniiitiate review. If it is satisfied that
the deficiencies have been addressed, the FDAssile an approval letter. The FDA has committe@viewing such resubmissions in two or
six months depending on the type of informatioruded. It is not unusual, however, for the FDAgsue a complete response letter because
believes that the drug is not safe enough or effeemnough or because it does not believe thadale submitted are reliable or conclusive.

For the EMA, an application designated as standarigw typically lasts approximately eleven montlepending on the length of time
sponsors take to address EMA questions. The aateteassessment procedure is applicable to magkatitnorisation applications for
medicinal products that are expected to be of najbtic health interest. For applications that ree@ccelerated assessment designation and
are able to remain on this timeline the reviewdgjly lasts approximately seven months dependintherength of time sponsors take to
address EMA questions. It is not unusual, howdeerpplications that receive accelerated assedstesignation to revert to standard review,
typically because the EMA has determined that ifpeificance of the questions that the company néedsldress would be more appropriate
under the standard review timelines. At the enthefreview period, EMA will issue an opinion eitheisupport of marketing authorization
(positive opinion) or recommending refusal of a keding authorization (negative opinion). In the mivef a negative opinion, the company
may request a re-examination of the applicatiorthi%i60 days the company must provide the EMA dedagrounds for requesting re-
examination. Within 60 days of providing this infoation, the EMA will issue an opinion either in popt of marketing authorization (positive
opinion) or recommending refusal of a marketindhatization (negative opinion). In the event of &ifige opinion, the European Commission
will then grant marketing authorization in approxzitely 67 days. The European Commission follows¢aemmendation of the EMA in almi
all cases.

During the review period, FDA and/or EMA will ty@lty inspect one or more clinical sites and/orgpensor to assure compliance with
Good Clinical Practice regulations and will insptat facility or the facilities at which the drugyinanufactured to ensure compliance with
Good Manufacturing Practice regulations. Neither DA nor EMA will approve the product unless coiapte is satisfactory and the
application contains data that provide substaetiadence that the drug is safe and effective irintdication studied.

A marketing approval authorizes commercial marlgetihthe drug with specific prescribing informatifor specific indications. As a
condition of NDA or BLA approval, the FDA may regaia risk evaluation and mitigation strategy (REM8)help ensure that the benefits of
the drug outweigh the potential risks. REMS caruide medication guides, communication plans foltheare professionals, and elements to
assure safe use (ETASU). ETASU can include, buhatdimited to, special training or certificatidor prescribing or dispensing, dispensing
only under certain circumstances, special monitpand the use of patient registries. The requiréfoerREMS can materially affect the
potential market and profitability of the drug. Mower, product approval may require substantial-gpproval testing and surveillance to
monitor the drug’s safety or efficacy. Once granfmdduct approvals may be withdrawn if compliandth regulatory standards is not
maintained or problems are identified followingtiali marketing.

Disclosure of Clinical Trial Information

Sponsors of clinical trials of FDA-regulated prothjéncluding drugs and biologics, are requiredegister and disclose certain clinical
trial information. Information related to the pradupatient population, phase of investigationdgtsites and investigators, and other aspects
the clinical trial are then made public as parthef registration. Sponsors are also obligatedgousis the results of their clinical trials after
completion. Disclosure of the results of thesddgrimn be delayed until the new product or newdaiion being studied has been approved.
Competitors may use this publicly-available infotioa to gain knowledge regarding the
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progress of development programs. The EMA currdmdly proposed regulations that would require snhiatly more disclosure regarding
clinical trials, including individual patient levehta.

The Hatch-Waxman Act

Upon approval of a drug through an NDA, applicarts required to submit to the FDA each patentdbaérs the applicant’s product or
FDA approved method of using this product. Thogemta are then published in the FDA's Approved Dirugducts with Therapeutic
Equivalence Evaluations, commonly known as the @eaBook. Drugs listed in the Orange Book can, in tbe cited by potential competitors
in support of approval of an ANDA. Generally, an BN provides for marketing of a drug product thas fae same active ingredients in the
same strength(s), route of administration, and g@$arm as the listed drug and has been showngdhrbinequivalence testing to be
therapeutically equivalent to the listed drug. ANBpplicants are not required to conduct or subesitiits of pre-clinical or clinical tests to
prove the safety or effectiveness of their drugdpad, other than the requirement for bioequivaleesting. Drugs approved in this way are
commonly referred to as “generic equivalents” ® fiated drug, and can often be substituted bymhaeists under prescriptions written for the
original listed drug.

The ANDA applicant is required to certify to the ABoncerning any patents listed for the approvexdipct in the Orange Book.
Specifically, the applicant must certify that: tfie required patent information has not been fi{@dthe listed patent has expired; (iii) the &idt
patent has not expired, but will expire on a patticdate and approval is sought after patent aetipir; or (iv) the listed patent is invalid or will
not be infringed by the new product. A certificatithhat the new product will not infringe the alrgabproved product’s listed patents or that
such patents are invalid is called a Paragrapheification. If the applicant does not challene tisted patents, the ANDA application will
not be approved until all the listed patents clagrhe referenced product have expired. Alterntivier a patent covering an approved mel
of use, an ANDA applicant may submit a statemenhé&FDA that the company is not seeking approwmatie covered use.

If the ANDA applicant has submitted a Paragraplcévtification to the FDA, the applicant must alend notice of the Paragraph IV
certification to the NDA and patent holders onae ANDA has been accepted for filing by the FDA. TMRA and patent holders may then
initiate a patent infringement lawsuit in respotséhe notice of the Paragraph 1V certificationeThing of a patent infringement lawsuit
within 45 days of the receipt of a Paragraph IMifieation automatically prevents the FDA from apping the ANDA until the earlier of 30
months, expiration of the patent, settlement ofldlwesuit or a decision in the infringement case th&avorable to the ANDA applicant.

The ANDA application also will not be approved liaty non-patent exclusivity, such as exclusiviay débtaining approval of a new
chemical entity, listed in the Orange Book for théerenced product has expired. Federal law previdpeeriod of five years following approval
of a drug containing no previously approved acthaety, during which ANDAs for generic versionstbbse drugs cannot be submitted un
the submission contains a Paragraph IV challenggligted patent, in which case the submission beagnade four years following the original
product approval. Federal law provides for a peabthree years of exclusivity following approvdlalisted drug that contains previously
approved active ingredients but is approved inva desage form, route of administration or combimtior for a new condition of use, the
approval of which was required to be supporteddoy nlinical trials conducted by or for the sponshriing which the FDA cannot grant
effective approval of an ANDA based on that listiedg. Both of the five-year and three-year excligigeriods, as well as any unexpired
patents listed in the Orange Book for the listasgdcan be extended by six months if the FDA griveSNDA sponsor a period of pediatric
exclusivity based on studies submitted by the spoimsresponse to a written request.
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Orphan Drug Designation

Naglazyme, Aldurazyme, Kuvan and Firdapse havdvederphan drug designations from the FDA and E@#phan drug designation
is granted to drugs intended to treat a rare déseasondition, which in the United States is defiras having a prevalence of less than 200,0C
individuals in the U.S. and in the EU is definechasmore than five in 10,000 people in the EU, Wuhgequivalent to around 250,000 people
or less. Orphan drug designation must be requéstiale submitting a marketing application. Orphamgdexclusive marketing rights may be
lost under certain conditions, such as if the retitar designation was materially defective ohié imanufacturer is unable to assure sufficient
guantity of the drug.

Orphan drug designation does not shorten the regyleeview and approval process, nor does it gl®any advantage in the regulatory
review and approval process. However, if an orplvaiy later receives approval for the indicationvidrich it has designation, the relevant
regulatory authority may not approve any other igpfibns to market the same drug for the same &tidic, except in very limited
circumstances, for seven years in the U.S. angidars in the EU Although obtaining approval to netk product with orphan drug exclusiv
may be advantageous, we cannot be certain:

» that we will be the first to obtain approval foryasirug for which we obtain orphan drug designat
» that orphan drug designation will result in any coencial advantage or reduce competition

« that the limited exceptions to this exclusivity Wbt be invoked by the relevant regulatory autlyo

Pediatric Information

Under the Pediatric Research Equity Act of 2007ERR NDAs or BLAs or supplements to NDAs or BLAs sticontain data to assess
the safety and effectiveness of the drug for théretd indication(s) in all relevant pediatric supplations and to support dosing and
administration for each pediatric subpopulationvithich the drug is safe and effective. The FDA rgegnt deferrals for submission of data or
full or partial waivers. Unless otherwise requitadregulation, PREA does not apply to any drugafeindication for which orphan drug
designation has been granted. The Best Pharmaalsuiac Children Act (BPCA), provides sponsors @As with an additional six-month
period of market exclusivity for all unexpired patt@r non-patent exclusivity on all forms of theigrcontaining the active moiety, if the
sponsor submits results of pediatric studies sjpedly requested by the FDA under BPCA within ragditimeframes. The Biologics Price
Competition and Innovation Act (BPCIA), provideosgors of BLAs an additional six-month extensiondt unexpired non-patent market
exclusivity on all forms of the biological contaigi the active moiety pursuant to the BPCA if thaditions under the BPCA are met.

Fast Track Designation

The FDA is required to facilitate the developmemd @xpedite the review of drugs that are intendedhe treatment of a serious or life-
threatening condition for which there is no effeettreatment and which demonstrate the potentiatititess unmet medical needs for the
condition. Under the FDA fast track program, the sponsor of a new drugidate may request that the FDA designate the dangidate for
specific indication as a fast track drug concureith or after the filing of the IND for the drugndidate. The FDA must determine if the drug
candidate qualifies for fast track designation witBO days of receipt of the sponsor’s request.

In addition to other benefits, such as the abtlityise surrogate endpoints and have greater itimmaavith the FDA, the FDA may
initiate review of sections of a fast track drubfBA or BLA before the application is complete. Thidling review is available if the applicant
provides and the FDA approves a schedule for then@sion of the remaining information and the aggoit pays applicable user fees.
However, the FDA'’s time period goal for reviewing @pplication does not begin until the last sectibthe NDA or BLA is submitted.
Additionally, the fast track designation may behaitawn by the FDA if the FDA believes that the desition is no longer supported by data
emerging in the clinical trial process.
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Pos-Approval Regulatory Requirements

Following approval, the FDA and EMA will impose t&n post-approval requirements related to a prodwar instance, the FDA closely
regulates the post-approval marketing and promatf@approved products, including standards andlatigns for direct-to-consumer
advertising, off-label promotion, industry-sponsbeeientific and educational activities and promadil activities involving the Internet.

Approved products may be marketed only for the aygal indications and in accordance with the provisiof the approved labeling.
Changes to some of the conditions established aparnoved application, including changes in ind@#, labeling, or manufacturing proces
or facilities, may require a submission to and apgl by the FDA or EMA, as applicable, before thamge can be implemented. An
NDA/BLA or MAA supplement for a new indication tygally requires clinical data similar to that in theginal application, and simile
procedures and actions in reviewing NDA/ BLA or MA#pplements as in reviewing NDAsS/BLAs and MAAs.

Adverse event reporting and submission of periogiorts is required following marketing approvather the FDA or EMA may also
require post-marketing testing, known as Phasstitg risk evaluation and mitigation strategie®] aurveillance to monitor the effects of an
approved product or place conditions on an appritzalcould restrict the distribution or use of greduct. In addition, quality control as well
as the manufacture, packaging, and labeling praesduust continue to conform to cGMPs after apdrdwaug and biological product
manufacturers and certain of their subcontract@sabject to periodic unannounced inspection$ibyFDA or EMA during which the agency
inspects manufacturing facilities to access compkawith cGMPs. Accordingly, manufacturers mustticare to expend time, money and ef
in the areas of production and quality control @imein compliance with cGMPs. Regulatory authesitnay withdraw product approvals or
request product recalls if a company fails to comyth regulatory standards, if it encounters peohs$ following initial marketing, or if
previously unrecognized problems are subsequeigtpdered.

Patient Protection and Affordable Care Act of 20.

The Patient Protection and Affordable Care Act@i@, as amended by the Health Care and EducaticonRdiation Act of 2010 (the
PPACA), is a sweeping measure intended to expaalthicare coverage within the U.S., primarily thrbufe imposition of health insurance
mandates on employers and individuals and expamgitre Medicaid program.

The Biologics Price Competition and Innovation A€2009 (the BPCIA), which was enacted as parhefRPACA, created an
abbreviated approval pathway for biological produbat are demonstrated to be “biosimilar” or “inteangeable” with an FDA-licensed
reference biological product. Biosimilarity sufécit to reference a prior FDKeensed product requires that there be no diffegenn conditior
of use, route of administration, dosage form, arehgth, and no clinically meaningful differencestvbeen the biological product and the
reference product in terms of safety, purity, antepcy. Biosimilarity must be shown through analgtistudies, animal studies, and at least
clinical study, absent a waiver from the Secretdriiealth and Human Services. In order to meehtgber hurdle of interchangeability, a
sponsor must demonstrate that the biosimilar priociart be expected to produce the same clinicaltrasihe reference product, and for a
product that is administered more than once, tiatisk of switching between the reference prodmct biosimilar product is not greater than
the risk of maintaining the patient on the refeepmduct. No biosimilar or interchangeable prodinatve been approved under the BPCIA to
date. Complexities associated with the larger,afteh more complex, structures of biological praduas well as the process by which such
products are manufactured, pose significant hutdi@splementation that are still being evaluatgdie FDA. A reference biologic is granted
twelve years of exclusivity from the time of filgtensure of the reference product and no appticdir a biosimilar can be submitted for four
years from the date of licensure of the referemoédyrct. The first biologic product submitted untiex abbreviated approval pathway the
determined to be
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interchangeable with the reference product hasuusiaty against a finding of interchangeability father biologics for the same condition of
use for the lesser of (i) one year after first cagneial marketing of the first interchangeable iutar, (i) eighteen months after the first
interchangeable biosimilar is approved if thereds patent challenge, (iii) eighteen months afésotution of a lawsuit over the patents of the
reference biologic in favor of the first interchaadple biosimilar applicant, or (iv) 42 months after first interchangeable biosimilar's
application has been approved if a patent lawswhgoing within the 42-month period.

The PPACA also imposes a new fee on certain matureas and importers of branded prescription dfegsluding orphan drugs under
certain conditions). The annual fee will be aportid among the participating companies based dnaanpanys sales of qualifying produc
to, or use by, certain U.S. government programsgduhe preceding year. Other provisions of the few which have varying effective dates,
may also affect us and will likely increase certairour costs. For example, the Medicaid rebate nats increased and the volume of rebated
drugs has been expanded to include beneficiaridtetlicaid managed care organizations. Among ottiags, the PPACA also expands the
340B drug discount program (excluding orphan druigsjuding the creation of new penalties for nampliance and includes a 50% discount
on brand name drugs for Medicare Part D particpanthe coverage gap, or “donut hole.” The lave atssised the definition of “average
manufacturer price” for reporting purposes, whiohld increase the amount of the Medicaid drug ebphid to states. Substantial new
provisions affecting compliance also have been dddbich may require us to modify our business ticas with health care practitioners.

In addition, drug manufacturers are required téecbland report information on payments or trarsstdrvalue to physicians and teaching
hospitals, as well as investment interests helghygicians and their immediate family members dytire preceding calendar year. The
reported data will be posted in searchable forma pablic web site. Failure to submit required infiation may result in civil monetary
penalties. The Centers for Medicare & Medicaid 8w (CMS), issued regulations, which required nfiacturers to begin collecting required
information on August 1, 2013, with the first refgodue in the second quarter of 2014. The repatd¢a will be posted in searchable form on a
public website beginning September 30, 2014.

Approval Outside of the United States/European Umi

For marketing outside the U.S. and EU, we are stilbgeforeign regulatory requirements governing haralinical testing and marketing
approval for our products. These requirements fgrjurisdiction, can differ from those in the Uzhd EU and may require us to perform
additional pre-clinical or clinical testing. The aont of time required to obtain necessary approvelg be longer or shorter than that required
for FDA or EMA approval. In many countries outsiofethe United States, coverage, pricing and reirsdament approvals are also required.

Anti-Corruption Legislation

The U.S. Foreign Corrupt Practices Act, to whichase subject, prohibits corporations and individdedm engaging in certain activities
to obtain or retain business or to influence aqergorking in an official capacity. It is illegad fpay, offer to pay or authorize the payment of
anything of value to any foreign government officgovernment staff member, political party or fioél candidate in an attempt to obtain or
retain business or to otherwise influence a pevaarking in an official capacity. Similar laws existother countries, such as the United
Kingdom, that restrict improper payments to publid private parties. Many countries have laws fithg these types of payments within
respective country. Historically, pharmaceuticahpanies have been the target of FCPA and othercamtiption investigations and penalties.

Other Regulatory Requirements

In addition to FDA restrictions on marketing of pimaceutical products, several other types of statefederal laws have been applied tc
restrict certain marketing practices in the phamengical industry in recent
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years. These laws include &kickback statutes and false claims statutes. €terhl healthcare program anti-kickback statut@ipits, among
other things, knowingly and willfully offering, payg, soliciting or receiving remuneration to induwarein return for purchasing, leasing,
ordering or arranging for the purchase, lease deroof any healthcare item or service reimbursabier Medicare, Medicaid or other feder:
financed healthcare programs. The PPACA amendeihtivet requirement of the federal anti-kickbackl anminal healthcare fraud statutes
such that a person or entity no longer needs te hatual knowledge of these statutes or specifémirto violate them. This statute has been
interpreted to apply to arrangements between phaautal manufacturers on the one hand and pressripurchasers and formulary mana
on the other. Violations of the anti-kickback statare punishable by imprisonment, criminal fir@gil monetary penalties and exclusion from
participation in federal healthcare programs. Alitjo there are a number of statutory exemptionsegulatory safe harbors protecting certain
common activities from prosecution or other reguiasanctions, the exemptions and safe harbordraven narrowly, and practices that
involve remuneration intended to induce prescribmgchases or recommendations may be subjectutirscif they do not qualify for an
exemption or safe harbor.

Federal false claims laws prohibit any person figrowingly presenting, or causing to be presentddise claim for payment to the
federal government, or knowingly making, or caudim¢pe made, a false statement to have a falsm glaid. The PPACA amended the statute
so that the government may assert that a claimdiimof) items or services resulting from a violatadrthe federal anti-kickback statute
constitutes a false or fraudulent claim for purposthe false claims laws. Recently, several plaaeutical and other healthcare companies
have been prosecuted under these laws for alleggtiying drug prices they report to pricing sees, which in turn are used by the
government to set Medicare and Medicaid reimbursgmates, and for allegedly providing free prodiactustomers with the expectation that
the customers would bill federal programs for thedpict. In addition, certain marketing practicesluding off-label promotion, may also
violate false claims laws. The majority of statbsbdnave statutes or regulations similar to thefadanti-kickback law and false claims laws,
which apply to items and services reimbursed uMidicaid and other state programs, or, in sevéaats, apply regardless of the payor.
Sanctions under these federal and state laws nchydim civil monetary penalties, exclusion of a camygs products from reimbursement un
government programs, criminal fines and imprisontn®averal states now require pharmaceutical cormpdn report expenses relating to the
marketing and promotion of pharmaceutical prodacts to report gifts and payments to individual ptigss in these states. Other states
prohibit providing various other marketing-relatectivities. Still other states require the postifignformation relating to clinical studies and
their outcomes. In addition, California, Connectiddevada and Massachusetts require pharmaceatiogdanies to implement compliance
programs or marketing codes. Currently, severaitiad@l states are considering similar proposatan@liance with these laws is difficult and
time consuming, and companies that do not complly thiese state laws face civil penalties.

Good Manufacturing PracticesThe FDA, the EMA and other regulatory agenciesil&g and inspect equipment, facilities and proes
used in the manufacture of pharmaceutical and giolproducts prior to approving a product. If, afteceiving approval from regulatory
agencies, a company makes a material change infatating equipment, location or process, additisagulatory review and approval may
be required. All facilities and manufacturing teitiues used for the manufacture of BioMarin’s pradunust comply with applicable
regulations governing the production of pharmacaliroducts known as “Good Manufacturing PracticesGMP.

The FDA, the EMA and other regulatory agencies atsaduct regular, periodic visits to re-inspectipqent, facilities and processes
following initial approval of a product. If, as asult of these inspections, it is determined thateguipment, facilities or processes do not
comply with applicable regulations and conditiofipmduct approval, regulatory agencies may issamimg or similar letters or may seek
civil, criminal, or administrative sanctions agdios.
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Pricing and Reimburseme

Because the course of treatment for patients umingproducts is expensive, sales of our produgieidgs, in part, on the availability and
extent of coverage and reimbursement from thirdygaayors, including governments and private insceaplans. Governments may regulate
access to, prices of or reimbursement levels fopoaducts to control costs or to affect levelsisé of our products, and private insurers may
be influenced by government reimbursement methayieto

Third-party payers, such as government or privatdth care insurers, carefully review and increglgichallenge the prices charged for
drugs. Reimbursement rates from private comparaes depending on the thigghrty payer, the insurance plan and other fac@usside of the
United States our products are paid for by a vanépayors, with governments being the primaryrsewf payment. Reimbursement in the
and many other territories must be negotiated couatry-byeountry basis and in many countries the produchaabe commercially launche
until reimbursement is approved. In many countifiresgovernment closely regulates drug pricing @iehibursement and often has a signific
discretion in determining whether a product willleémbursed at all and, if it is, how much will paid. Negotiating prices with governmental
authorities can delay patient access to and conatieetion of our products. Payors in many cousttise a variety of cost-containment
measures that can include referencing prices ierabuntries and using those reference pricesttins own price, mandatory price cuts and
rebates. This international patchwork of price tatjon has led to different prices across countaied some cross-border trade in our products
from markets with lower prices. Even after a pigkeaegotiated, countries frequently request orirecadjustments to the price and other
concessions over time.

Government Programs for Marketed Drugs
Medicaid, the 340B Drug Pricing Program, and Mediza

Federal law requires that a pharmaceutical manufactas a condition of having its products recédderal reimbursement under
Medicaid and Medicare Part B, must pay rebatetate $/1edicaid programs for all units of its coverdpatient drugs dispensed to Medicaid
beneficiaries and paid for by a state Medicaid pgogunder either a fee-for-service arrangemertirmugh a managed care organization. This
federal requirement is effectuated through a Meadideug rebate agreement between the manufactancethe Secretary of Health and Human
Services. CMS administers the Medicaid drug rebgteements, which provide, among other things,ttreatirug manufacturer will pay rebe
to each state Medicaid agency on a quarterly laaglseport certain price information on a monthigd guarterly basis. The rebates are based
on prices reported to CMS by manufacturers forrtbevered outpatient drugs. For non-innovator potsllgenerally generic drugs marketed
under ANDAs, the rebate amount is 13% of the averagnufacturer price, or AMP, for the quarter. FiMP is the weighted average of pri
paid to the manufacturer (1) directly by retail commity pharmacies and (2) by wholesalers for ddiggibuted to retail community
pharmacies. For innovator products, drugs thatremketed under NDAs or BLAS, the rebate amourtiésgreater of 23.1% of the AMP for 1
quarter or the difference between such AMP and#st price for that same quarter. The best priessentially the lowest price available to
non-governmental entities. Innovator products mag be subject to an additional rebate that isdbasethe amount, if any, by which the
product’s AMP has increased since launch.

The statutory definition of AMP was recently amethdend there are many ambiguities in the revisedigion. In February 2012, CMS
published a proposed rule further defining AMP analviding clarification on other parts of the rebarogram. Until the rule is finalized,
manufacturers are required to make reasonable asisun® when interpreting the statute and calculpfiiviP.

The terms of participation in the Medicaid drugatbprogram impose an obligation to correct thegsrreported in previous quarters, as
may be necessary. Any such corrections could resaliditional or lesser rebate liability, depergdon the direction of the correction. In
addition to retroactive rebates, if a manufactwere found to have knowingly submitted false infation to the government, federal law
provides for civil
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monetary penalties for failing to provide requiietbrmation, late submission of required informatiand false information.

A manufacturer must also participate in a federagpam known as the 340B drug pricing program iteorfor federal funds to be
available to pay for the manufacturer’'s drugs urMedicaid and Medicare Part B. Under this progrtra,participating manufacturer agrees tc
charge certain safety net healthcare providers e ithhan an established discounted price for e outpatient drugs. The formula for
determining the discounted price is defined byuséaéind is based on the AMP and the unit rebateiabhas calculated under the Medicaid ¢
rebate program, discussed above.

Federal law also requires that manufacturers refadet on a quarterly basis to CMS regarding themgiof drugs that are separately
reimbursable under Medicare Part B. These are giyerugs, such as injectable products, that dreimistered “incident to” a physician
service and are not generally satfministered. The pricing information submittedrbgnufacturers is the basis for reimbursement tsigtans
and suppliers for drugs covered under Medicare BPafis with the Medicaid drug rebate program, fadléaw provides for civil monetary
penalties for failing to provide required informaatj late submission of required information, arldganformation.

Medicare Part D provides prescription drug bendfitsseniors and people with disabilities. MedicBeat D beneficiaries have a gap in
their coverage (between the initial coverage lanid the point at which catastrophic coverage bggihere Medicare does not cover their
prescription drug costs, known as the coverage ldapever, by 2020, Medicare Part D beneficiariels pay 25% of drug costs after they
reach the initial coverage limit — the same pemgathey were responsible for before they readtatdimit —thereby closing the coverage ¢
The cost of closing the coverage gap is being bbynenovator companies and the government thraugisidies. Beginning in 2011, each
manufacturer of drugs approved under NDAs or BLAS nequired to enter into a Medicare Part D covegap discount agreement and
provide a 50% discount on those drugs dispensitetiicare beneficiaries in the coverage gap, inofaeits drugs to be reimbursed by
Medicare Part D.

Federal Contracting/Pricing Requirements

Manufacturers are also required to make their averugs, which are generally drugs approved uN@eks or BLAs, available to
authorized users of the Federal Supply ScheduleS&;, of the General Services Administration. Eve &lso requires manufacturers to offer
deeply discounted FSS contract pricing for purchaseheir covered drugs by the Department of \éterAffairs, the Department of Defense,
or DoD, the Coast Guard, and the Public HealthiSerfincluding the Indian Health Service) in ordler federal funding to be available for
reimbursement or purchase of the manufacturerggdumnder certain federal programs. FSS pricingdsé four federal agencies for covered
drugs must be no more than the Federal CeilingePoicFCP, which is at least 24% below the Non-Fadeverage Manufacturer Price, or
Non-FAMP, for the prior year. The Non-FAMP is the aage price for covered drugs sold to wholesalettoer middlemen, net of any price
reductions.

The accuracy of a manufacturer’s reported Non-FAMA&Ps, or FSS contract prices may be auditeddgadlwernment. Among the
remedies available to the government for inaccesais recoupment of any overcharges to the fourifspa federal agencies based on those
inaccuracies. If a manufacturer were found to Han@vingly reported false prices, in addition toeartipenalties available to the government,
the law provides for civil monetary penalties oD$1000 per incorrect item. Finally, manufacturaes @quired to disclose in FSS contract
proposals all commercial pricing that is equaltéegs than the proposed FSS pricing, and subsetpaward of an FSS contract,
manufacturers are required to monitor certain corarakprice reductions and extend commensurate paductions to the government, under
the terms of the FSS contract Price Reductionsgelatimong the remedies available to the governfioerany failure to properly disclose
commercial pricing and/or to extend FSS contraicepreductions is recoupment of any FSS overchatggsnay result from such omissions.
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Employees
As of January 24, 2014, we had 1,341 full-time eaypks, 545 of whom are in operations, 401 of whaariraresearch and development,
185 of whom are in sales and marketing and 210hmfnwvare in administration.

We consider our employee relations to be good.dgbyrloyees are not covered by a collective barggiagreement. We have not
experienced employment related work stoppages.

Research and Development

For information regarding research and developregpénses incurred during 2013, 2012 and 2011 teeeq,“ Management Discussic
and Analysis of Financial Condition and Result©pkrations—Research and Development”.

Geographic Area Financial Information

Our chief operating decision makerd., our chief executive officer) reviews financiafdrmation on a consolidated basis, for the
purposes of allocating resources and evaluatirapfirml performance. Accordingly, we consider owsglto have a single reporting segment
and operating unit structure.

Net product revenues by geography are based cenpsitlocations for Naglazyme, Kuvan and Firdapse are based on Genzyme's
U.S. location for Aldurazyme. Although Genzyme sdélldurazyme worldwide, the royalties we earneds@mzyme’s net sales are included in
the U.S. net product revenues as our transactiengith Genzyme.

The following table outlines net product revenuggibographic area (in thousands):

Years Ended December 31

2013 2012 2011

Net product revenue
United State: $277,49 $249,74! $224,63(
Europe 116,89¢ 108,13t 100,34¢
Latin America 67,33¢ 74,39( 56,95(
Rest of the Worlc 76,63 64,22¢ 55,71¢
Total net product revenu $538,36( $496,49° $437,64

Total revenue generated outside the U.S. was $26illidn, $251.0 million and $217.1 million, in theears ended December 31, 2013,
2012 and 2011, respectively.

The following table outlines non-monetary long-tivessets by geographic area (in thousands):

December 31

2013 2012 2011

Non-monetary lon-lived assets
United State: $621,17. $612,97- $615,05:
Internationa 82,13( 80,06 80,45¢
Total lon¢-lived asset: $703,30. $693,05: $695,51.

The increase in non-monetary long-lived asset®ikBZompared to 2012 was attributed to increaspsoiperty, plant and equipment and
long-term deferred offering costs. The decreasmimmonetary long-lived assets in 2012 compareDid was primarily attributed to
amortization of intangible assets and deprecatf@raperty, plant and equipment, offset by capitgbenditures.
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Other Information

We were incorporated in Delaware in October 1996tzagan operations on March 21, 1997. Our prin@gatutive offices are locatec
770 Lindaro Street, San Rafael, California 9490d @ur telephone number is (415) 506-6700. Our dmeyparts on Form 10-K, quarterly
reports on Form 10-Q, proxy statements, currergnten Form 8-K and amendments to those repdets éir furnished pursuant to Section 13
(a) or 15(d) of the Exchange Act are available rEeharge at www.bmrn.com as soon as reasonabttipable after electronically filing such
reports with the SEC. Such reports and other infdion may be obtained by visiting the SEC’s PuBlaference Room at 100 F Street, NE,
Washington, D.C. 20549 or by calling the SEC abD-SEC-0330. Additionally, these reports are abddlat the SEC’s website at
http://www.sec.gov. Information contained in ourbsie is not part of this or any other report thatfile with or furnish to the SEC.

Iltem 1A. Risk Factors

An investment in our securities involves a highrde@f risk. We operate in a dynamic and rapidlgiradiing industry that involves
numerous risks and uncertainties. The risks anctamties described below are not the only onegage. Other risks and uncertainties,
including those that we do not currently considextenial, may impair our business. If any of the&ksigliscussed below actually occur, our
business, financial condition, operating resultscash flows could be materially adversely affecliéds could cause the value of our securities
to decline, and you may lose all or part of yourastment.

If we fail to obtain or maintain regulatory approval to commercially market and sell our drugs, or ifapproval is delayed, we will
be unable to generate revenue from the sale of theeproducts, our potential for generating positive ash flow will be diminished, and the
capital necessary to fund our operations will be ioreased.

We must obtain and maintain regulatory approvahéwket and sell our drug products in the U.S. andrisdictions outside of the U.S.
In the U.S., we must obtain FDA approval for eanlgdhat we intend to commercialize. The FDA appigrocess is typically lengthy and
expensive, and approval is never certain. Prodiistebuted abroad are also subject to governnamilation by international regulatory
authorities. The approval process in the EU andratbuntries can also be lengthy and expensiveemquatory approval is also never certain.
Naglazyme, Aldurazyme and Kuvan have received eggu} approval to be commercially marketed and soltie U.S., EU and oth
countries. Firdapse has received regulatory apptov@e commercially marketed only in the EU. VIMM received regulatory approval in the
U.S. on February 14, 2014 but has not been appriovib@ EU or any other jurisdiction and may nenemreive additional regulatory approvals
for any jurisdiction outside of the U.S.

As part of the recent reauthorization of the Pigon Drug User Fee Act, new biologics are incldde a new product review program
intended to enhance FDA-sponsor communicationsad to greater firstycle approval decisions. As part of this prograpplications for ne
biologics are subject to either a 12-month standai@ month priority review period that begins freéine date of application submission.
However, since this is a new product review progeant few products have completed this new reviewegss, the priority review period may
take longer than eight months and the standaréweperiod may take longer than 12 months. Simijaithough the EMA has an accelerated
approval process, the timelines mandated by th@atgns are subject to the possibility of substdmtelays.

In addition, the FDA and its international equivakehave substantial discretion over the approra@tgss for pharmaceutical products.
such, these regulatory agencies may in the endgree that we have demonstrated the requisite ¢éyebduct safety and efficacy to grant
approval and may require additional data. If wéttabbtain regulatory approval for our product dlates, we will be unable to market and
sell those drug products. Because of the risksuagdrtainties in pharmaceutical development, oodipct candidates could take a significantly
longer time to gain regulatory approval than weestr may never gain approval. We
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also rely on independent third-party contract reearganizations (CROS), to file some of our eslhAnd ex-EU marketing applications and
important aspects of the services performed fdryuthe CROs are out of our direct control. If w fa adequately manage our CROs, if the
CRO elects to prioritize work on our projects belotler projects or if there is any dispute or disian in our relationship with our CROs, the
filing of our applications may be delayed.

From time to time during the regulatory approvalqass for our products and our product candidategngage in discussions with the
FDA and comparable international regulatory autiesiregarding the regulatory requirements fordmwrelopment programs. To the extent
appropriate, we accommodate the requests of theategy authorities and, to date, we have genelabn able to reach reasonable
accommodations and resolutions regarding the uyidgrissues. However, we are often unable to deteritne outcome of such deliberations
until they are final. If we are unable to effectivand efficiently resolve and comply with the imdges and requests of the FDA and other non-
U.S. regulatory authorities, the approval of owdurct candidates may be delayed and their valuebeagduced.

After any of our products receive regulatory appifpthey remain subject to ongoing regulation, Wwhian impact, among other things
product labeling, manufacturing practices, adversmnt reporting, storage, expiration, distributiadyertising and promotion, and record
keeping. If we do not comply with the applicablgukations, the range of possible sanctions inclisisance of adverse publicity, product
recalls or seizures, fines, total or partial suspmrs of production and/or distribution, suspensibmarketing applications, and enforcement
actions, including injunctions and civil or crimlmqaosecution. The FDA and comparable internatioagllatory agencies can withdraw a
product’s approval under some circumstances, ssithesfailure to comply with regulatory requirenrseat unexpected safety issues. Further,
the FDA often requires post-marketing testing amdeillance to monitor the effects of approved prad. The FDA and comparable
international regulatory agencies may conditionrapgl of our product candidates on the completibsuch post-marketing clinical studies.
These post-marketing studies may suggest thatduprecauses undesirable side effects or may presésk to the patient. If data we collect
from post-marketing studies suggest that one ofpproved products may present a risk to safe¢ygtivernment authorities could withdraw
our product approval, suspend production or plaberanarketing restrictions on our products. Ifulegpry sanctions are applied or if
regulatory approval is delayed or withdrawn, theigaf our company and our operating results valllolversely affected. Additionally, we
will be unable to generate revenue from the satbese products, our potential for generating pasitash flow will be diminished and the
capital necessary to fund our operations will rdéased.

If we fail to obtain or maintain orphan drug exclusvity for some of our products, our competitors maysell products to treat the
same conditions and our revenues will be reduced.

As part of our business strategy, we intend to igvsome drugs that may be eligible for FDA and &phan drug designation. Under
the Orphan Drug Act, the FDA may designate a prbda@n orphan drug if it is intended to treatra disease or condition, defined as a ps
population of fewer than 200,000 in the U.S. Thmpany that first obtains FDA approval for a destgdaorphan drug for a given rare disease
receives marketing exclusivity for use of that dfagthe stated condition for a period of sevenrge@rphan drug exclusive marketing rights
may be lost if the FDA later determines that thepuesst for designation was materially defectivef tihé manufacturer is unable to assure
sufficient quantity of the drug. Similar regulat®are available in the EU with a ten-year periochafket exclusivity.

Because the extent and scope of patent proteaimsofne of our drug products is limited, orphangdiesignation is especially important
for our products that are eligible for orphan ddggignation. For eligible drugs, we plan to relytloa exclusivity period under the Orphan D
Act to maintain a competitive position. If we dotmdtain orphan drug exclusivity for our drug protiuthat do not have broad patent
protection, our competitors may then sell the sdmg to treat the same condition and our revenikbevreduced.
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Even though we have obtained orphan drug designédiocertain of our products and product candislated even if we obtain orphan
drug designation for our future product candidatie, to the uncertainties associated with devetpplrarmaceutical products, we may not be
the first to obtain marketing approval for any marfar orphan indication. Further, even if we obtairphan drug exclusivity for a product, that
exclusivity may not effectively protect the prodérctim competition because different drugs can h@ped for the same condition. Even after
an orphan drug is approved, the FDA can subsequapgirove the same drug for the same conditidmeifRDA concludes that the later drug is
safer, more effective or makes a major contribut@mpatient care. Orphan drug designation neithertens the development time or regulator
review time of a drug, nor gives the drug any adxge in the regulatory review or approval process.

We may face competition from biological products aproved through an abbreviated regulatory pathway.

Our Naglazyme, Aldurazyme and VIMIZIM products aegulated by the FDA as biologics under the FDC Aot the Public Health
Service Act (the PHS Act). Biologics require thémission of a Biologics License Application (BLAgnd approval by the FDA prior to being
marketed in the U.S. Historically, a biologic pratiapproved under a BLA was not subject to the gemeug review and approval provisions
of the FDC Act. However, the PPACA created a repmjapathway under the PHS Act for the abbreviatgproval for biological products that
are demonstrated to be “biosimilar” or “interchaaigie” with an FDA-approved biological product. Irder to meet the standard of
interchangeability, a sponsor must demonstratetitgabiosimilar product can be expected to prodheesame clinical result as the reference
product, and for a product that is administeredentban once, that the risk of switching betweernréfierence product and biosimilar product is
not greater than the risk of maintaining the pat@nthe reference product. Such biosimilars waeafdrence biological products approved in
the U.S. The law establishes a period of 12 yeldaia exclusivity for reference products, whicbtects the data in the original BLA by
prohibiting sponsors of biosimilars from gaining ARpproval based in part on reference to dataerotiginal BLA. Our products approved
under BLAs, as well as products in developmentithay be approved under BLAS, could be referencdymis for such abbreviated BLAs.

To obtain regulatory approval to market our products, preclinical studies and costly and lengthy preitlical and clinical trials are
required and the results of the studies and trialsrre highly uncertain.

As part of the regulatory approval process we mastuct, at our own expense, preclinical studigbénaboratory and clinical trials on
humans for each product candidate. We expect thauof preclinical studies and clinical trialstttfze regulatory authorities will require w
vary depending on the product candidate, the diseasondition the drug is being developed to asklesnd regulations applicable to the
particular drug. Generally, the number and sizeliofcal trials required for approval increase lthea the expected patient population that |
be treated with a drug. We may need to performiplalpreclinical studies using various doses amchidations before we can begin clinical
trials, which could result in delays in our abilitymarket any of our product candidates. Furtheemeven if we obtain favorable results in
preclinical studies, the results in humans mayidpeificantly different. After we have conducted pliaical studies, we must demonstrate that
our drug products are safe and efficacious forimuslee targeted human patients in order to recedgelatory approval for commercial sale.

Adverse or inconclusive clinical results would stepfrom filing for regulatory approval of our pract candidates. Additional factors tl
can cause delay or termination of our clinicall¢riaclude:

» slow or insufficient patient enrolimer
» slow recruitment of, and completion of necessastitintional approvals at, clinical site
* longer treatment time required to demonstrate afic

» lack of sufficient supplies of the product candé]:
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» adverse medical events or side effects in treaa¢idmgs;
» lack of effectiveness of the product candidate dppédisted; an

e regulatory requests for additional clinical trialspre-clinical studies

Typically, if a drug product is intended to treathaonic disease, as is the case with some of mualugt candidates, safety and efficacy
data must be gathered over an extended periothef tvhich can range from nine months to three yeansore. We also rely on independent
third-party CROSs to perform most of our clinical studéesi many important aspects of the services perfdfioreus by the CROs are out of «
direct control. If we fail to adequately manage GROSs, or if there is any dispute or disruptiomim relationship with our CROs, our clinical
trials may be delayed. Moreover, in our regulatrpmissions, we rely on the quality and validityttee clinical work performed by third-party
CROs. If any of our CROs’ processes, methodologiggsults were determined to be invalid or inadgguour own clinical data and results
and related regulatory approvals could adverselynpacted.

If we continue to incur operating losses for a pedd longer than anticipated, we may be unable to cdimue our operations at
planned levels and be forced to reduce our operatis.

Since we began operations in March 1997, we haga bagaged in very substantial research and dewelwpand operated at a net loss
until 2008. Although we were profitable in 2008 &@lL0, we operated at a net loss in 2009, 20126atd. Based upon our current plan for
investments in research and development for egistitd new programs, we expect to operate at asefdr at least the next 12 months. Our
future profitability depends on our marketing aetlisg of Naglazyme, Kuvan, Firdapse and VIMIZINetsuccessful continued
commercialization of Aldurazyme by Genzyme, thesigtof regulatory approval of our product candigaour ability to successfully
manufacture and market any approved drugs, eitheutselves or jointly with others, our spendingoam development programs and the
impact of any possible future business developriransactions. The extent of our future losses haditing of profitability are highly
uncertain. If we fail to become profitable or ar@hble to sustain profitability on a continuing Isashen we may be unable to continue our
operations at planned levels and be forced to eeduc operations.

If we fail to comply with manufacturing regulations, our financial results and financial condition wil be adversely affected.

Before we can begin commercial manufacture of eadycts, we or our contract manufacturers, mustinbiegulatory approval of our
manufacturing facilities, processes and qualityesys. In addition, our pharmaceutical manufactufagjities are continuously subject to
inspection by the FDA and international regulataunghorities, before and after product approval. @anufacturing facilities in the U.S. have
been approved by the FDA, the EC, and health agsiiwiother countries for the manufacture of Aldyrae and Naglazyme. In addition, our
third-party manufacturers’ facilities involved withe manufacture of Naglazyme, Kuvan, Firdapseurddyme and VIMIZIM have also been
inspected and approved by various regulatory aitib®r The manufacturing facility located in ShalhhaCork, Ireland that we purchased in
2011 has not yet been approved by the FDA or thé& BMe intend to make a substantial investment élthild-out of the Shanbally facility i
order to manufacture VIMIZIM and other productsthé facility is not ultimately approved by the FidAthe EMA, we will not be able to
manufacture VIMIZIM or other products at this fatyiland we may not be able to meet the anticipatedmercial demand for VIMIZIM whic
would have an adverse effect on our financial tesul

Due to the complexity of the processes used to faature our products and product candidates, welmeaynable to continue to pass or
initially pass federal or international regulatémgpections in a cost effective manner. For theesegason, any potential third-party
manufacturer of Naglazyme, Kuvan, Aldurazyme, Riskaand VIMIZIM or our product candidates may bahla to comply with GMP
regulations in a cost effective manner and mayriable to initially or continue to pass a federalmernational regulatory inspection.
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If we, or third-party manufacturers with whom wentract, are unable to comply with manufacturingutetions, we may be subject to
delay of approval of our products candidates, weymir untitled letters, fines, unanticipated commptie expenses, recall or seizure of our
products, total or partial suspension of productind/or enforcement actions, including injuncticarsd criminal or civil prosecution. These
possible sanctions would adversely affect our fom@results and financial condition.

If we fail to obtain the capital necessary to fundur operations, our financial results and financialcondition will be adversely
affected and we will have to delay or terminate somor all of our product development programs.

As of December 31, 2013, we had cash, cash equigaded short and long-term investments totalin%4.4 million and longerm deb
obligations of $655.6 million. In October 2013, e@mpleted an offering of senior subordinated cotilvlernotes and received net proceeds of
approximately $696.4 million, after deducting corasions and estimated offering expenses payabls.by/e will need cash to not only repay
the principal amount of the Notes but also the amginterest due on the Notes during their termaddition, we may require additional
financing to fund our future operations, includithg commercialization of our approved drugs andjg¢moduct candidates currently under
development, preclinical studies and clinical sjand potential licenses and acquisitions. We Ingaynable to raise additional financing, if
needed, due to a variety of factors, includingfomancial condition, the status of our product peogs, and the general condition of the
financial markets. If we fail to raise any necegsadditional we may have to delay or terminate soma&ll of our product development
programs and our financial condition and operatesylts will be adversely affected.

We expect to continue to spend substantial amafrdapital for our operations for the foreseeahbterfe. The amount of capital we will
need depends on many factors, including:

e our ability to successfully market and sell Naglkaey Kuvan, Firdapse and VIMIZIN

e Genzym’'s ability to continue to successfully commerciakddurazyme;

» the progress and success of our preclinical stuidsclinical trials (including studies and the mi@eture of materials’
» the timing, number, size and scope of our predirstudies and clinical trial

* the time and cost necessary to obtain regylapprovals and the costs of post-marketing studfgésh may be required by
regulatory authorities

» the time and cost necessary to develop comaleranufacturing processes, including quality systeand to build or acquire
manufacturing capabilitie:

» the progress of research programs carried out &

» our possible achievement of milestones ideadtifn our purchase agreements with the former btuldkers of LEAD Therapeutics,
Inc., ZyStor, Huxley Pharmaceuticals, Inc., andhizaon Pharmaceuticals Inc. that trigger relate@stidine payment

e any changes made to, or new developments imgxasting collaborative, licensing and other comera relationships or any new
collaborative, licensing and other commercial ietahips that we may establish; ¢

» whether our convertible debt is converted to comstork in the future

Moreover, our fixed expenses such as rent, liceagenents, interest expense and other contractoaihitments are substantial and may
increase in the future. These fixed expenses nagase because we may enter into:

» additional licenses and collaborative agreeme
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» additional contracts for product manufacturing;

» additional financing facilities

We may need to raise additional funds from equitglebt securities, loans or collaborative agreeminte are unable to satisfy our
liquidity requirements. The sale of additional s#@es may result in additional dilution to our skholders. Furthermore, additional financing
may not be available in amounts or on terms satisfa to us or at all. This could result in thealglreduction or termination of our research,
which could harm our business.

If we are unable to successfully develop and maintamanufacturing processes for our drug products tgroduce sufficient
guantities at acceptable costs, we may be unablenteet demand for our products and lose potential reenue, have reduced margins or
be forced to terminate a program.

Due to the complexity of manufacturing our produate may not be able to manufacture drug produatsessfully with a commercially
viable process or at a scale large enough to stigpsir respective commercial markets or at acddptaargins.

The development of commercially viable manufactyifimocesses typically is very difficult to achiemad is often very expensive and
may require extended periods of time. Changes imufiaaturing processes (including manufacturing laedls), equipment or facilities may
require us to complete clinical trials to receiegulatory approval of any manufacturing improveraeAiso, we may be required to
demonstrate product comparability between a bickgiroduct made after a manufacturing change agtoduct made before
implementation of the change through additionaésypf analytical and functional testing or may heveomplete additional clinical studies. If
we contract for manufacturing services with an orpn process, our contractor is subject to the samertainties, high standards and
regulatory controls, and may therefore experienffeeulty if further process development is necagsa

Even a developed manufacturing process can enaadiffteulties. Problems may arise during manufaictg for a variety of reasons,
including human error, mechanical breakdowns, mnoisl with raw materials and cell banks, malfunctioiimternal information technology
systems, and other events that cannot always vemedl or anticipated. Many of the processes irchidlogical systems, which add
significant complexity, as compared to chemicaltgnis. We expect that, from time to time, consistédth biotechnology industry
expectations, certain production lots will failgooduce product that meets our quality controlaséeacceptance criteria. To date, our historice
failure rates for all of our product programs, irdihg Naglazyme, Aldurazyme and VIMIZIM, have bewithin our expectations, which are
based on industry norms. If the failure rate insesbsubstantially, we could experience increasstsclost revenue, damage to customer
relations, time and expense investigating the cande depending upon the cause, similar lossesresthect to other lots or products. If
problems are not discovered before the produaléased to the market, recall and product liabdiagts may also be incurred.

In order to produce product within our time andtquerameters, we must continue to produce prodithtrwour expected success rate
yield expectations. Because of the complexity ofroanufacturing processes, it may be difficultrapbssible for us to determine the caus
any particular lot failure and we must effectivedke corrective action in response to any failara timely manner.

Although we have entered into contractual relatigpss with third-party manufacturers to producedbéve ingredient in Kuvan and
Firdapse, if those manufacturers are unwilling mathle to fulfill their contractual obligations, weay be unable to meet demand for these
products or sell these products at all and we rosg potential revenue. We have contracts for tbdymtion of final product for Kuvan and
Firdapse. We also rely on third-parties for porsiafi the manufacture of Naglazyme and Aldurazyrmihdse manufacturers are unwilling or
unable to fulfill their contractual obligations satisfy demand outside of or in excess of the echial
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obligations, we may be unable to meet demand &Balproducts or sell these products at all and aselase potential revenue. Further, the
availability of suitable contract manufacturing aajby at scheduled or optimum times is not certain.

In addition, our manufacturing processes subjetb asvariety of federal, state and local laws gegllations governing the use,
generation, manufacture, storage, handling anddamf hazardous materials and wastes resultorg ftheir use. We may incur significant
costs in complying with these laws and regulations.

If we are unable to effectively address manufaotuissues, we may be unable to meet demand fquroducts and lose potential
revenue, have reduced margins, or be forced taratea program.

Our manufacturing facility for Naglazyme, Aldurazyme and VIMIZIM is located near known earthquake fault zones, and the
occurrence of an earthquake or other catastrophic idaster could cause damage to our facility and equinent, or that of our third-party
manufacturers or single-source suppliers, which cdd materially impair our ability to manufacture Nag lazyme, Aldurazyme and
VIMIZIM or our third-party manufacturer’s ability t o manufacture Kuvan or Firdapse.

Our Galli Drive facility located in Novato, Califoia is currently our only manufacturing facilityrfdlaglazyme, Aldurazyme and
VIMIZIM. It is located in the San Francisco Bay &raear known earthquake fault zones and is vulteetatsignificant damage from
earthquakes. We, the third-party manufacturers whbm we contract and our single-source supplieraw materials, which include many of
our critical raw materials, are also vulnerableldamage from other types of disasters, includingsfifloods, power loss and similar events. If
any disaster were to occur, or any terrorist anaral activity caused significant damage to ouilitées or the facilities of our third-party
manufacturers and suppliers, our ability to manuigcNaglazyme, Aldurazyme and VIMIZIM, or to hakavan or Firdapse manufactured,
could be seriously, or potentially completely intpdi, and our commercialization efforts and revermdd be seriously impaired. The
insurance that we carry, the inventory that we ma&nand our risk mitigation plans may not be adguo cover our losses resulting from
disasters or other business interruptions.

Supply interruptions may disrupt our inventory levels and the availability of our products and cause €elays in obtaining
regulatory approval for our product candidates, orharm our business by reducing our revenues.

Numerous factors could cause interruptions in thaply of our finished products, includin

« timing, scheduling and prioritization of prodion by our contract manufacturers or a breachuofagreements by our contract
manufacturers

e labor interruptions

» changes in our sources for manufactur

» the timing and delivery of shipmen

» our failure to locate and obtain replacement mastufars as needed on a timely basis;

« conditions affecting the cost and availability afw materials
Any interruption in the supply of finished productsuld hinder our ability to distribute finishedogiucts to meet commercial demand.

With respect to our product candidates, produatioproduct is necessary to perform clinical triatsl successful registration batches are
necessary to file for approval to commercially ner&nd sell product candidates. Delays in obtainlimgcal material or registration batches
could delay regulatory approval for our productdidates.
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Because the target patient populations for our prodcts are small, we must achieve significant markethare and maintain high
per-patient prices for our products to achieve proitability.

All of our products target diseases with small gratipopulations. As a result, our per-patient griceist be relatively high in order to
recover our development and manufacturing costsaahive profitability. For Naglazyme and VIMIZIM,approved, we must market
worldwide to achieve significant market penetratifithe product. In addition, because the numbgroténtial patients in the disease
populations are small, it is not only importanfital patients who begin therapy to achieve sigaificmarket penetration of the product, but we
also need to be able to maintain these patientseyapy for an extended period of time. Due toekigected costs of treatment for our product:
for genetic diseases, we may be unable to maiotaditain sufficient market share at a price highugh to justify our product development
efforts and manufacturing expenses.

If we fail to obtain an adequate level of coveragand reimbursement for our drug products by third-party payers, the sales of our
drugs would be adversely affected or there may beoncommercially viable markets for our products.

The course of treatment for patients using our petalis expensive. We expect patients to needhtierdtfor extended periods, and for
some products throughout the lifetimes of the p#gieWe expect that most families of patients ndlt be capable of paying for this treatment
themselves. There will be no commercially viablekeafor our products without coverage and reimborent from third-party payers.
Additionally, even if there is a commercially viabharket, if the level of reimbursement is below expectations, our revenue and gross
margins will be adversely affected.

Third-party payers, such as government or privatdth care insurers, carefully review and increglgichallenge the prices charged for
drugs. Reimbursement rates from private comparaes depending on the third-party payer, the instegsian and other factors.
Reimbursement systems in international markets signyificantly by country and by region, and reimdement approvals must be obtained or
a country-by-country basis.

Reimbursement in the EU and many other territaniest be negotiated on a country-by-country bagisiamany countries the product
cannot be commercially launched until reimburseneapproved. The timing to complete the negotiapoocess in each country is highly
uncertain, and in some countries we expect thatit exceed 12 months. Even after a price is negdti@ountries frequently request or req
adjustments to the price and other concessionstimmer

For our future products, we will not know what tieémbursement rates will be until we are ready tokeat the product and we actually
negotiate the rates. If we are unable to obtaificseiitly high reimbursement rates for our produtii®y may not be commercially viable or
future revenues and gross margins may be adveaffelsted.

A significant portion of our international sales are made based on special access programs, and changethese programs could
adversely affect our product sales and revenue ihése countries.

We make a significant portion of our internatiosales of Naglazyme through special access or “ngragent” programs, which do not
require full product approval. We expect to alstagt these programs for VIMIZIM. The specifics thie programs vary from country to
country. Generally, special approval must be oletiior each patient. The approval normally requaresipplication or a lawsuit accompanied
by evidence of medical need. Generally, the appsdea each patient must be renewed from timerteeti

These programs are not well defined in some caemtnd are subject to changes in requirementsusmaihfy levels. Any change to these
programs could adversely affect our ability to seit products in those countries and delay sdi¢iselprograms are not funded by the
respective government, there could be
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insufficient funds to pay for all patients. Furthgovernments have in the past undertaken and midaeifuture undertake, unofficial measures
to limit purchases of our products, including iy denying coverage for purchasers, delaying rded denying or taking excessively lony
approve customs clearance. Any such actions coatdnmlly delay or reduce our revenues from suaintiges.

Without the special access programs, we would teedek full product approval to commercially mar&ed sell our products. This can
be an expensive and time-consuming process andufggct our products to additional price contrBlscause the number of patients is so
small in some countries, it may not be economidalsible to seek and maintain a full product apakcand therefore the sales in such cou
would be permanently reduced or eliminated. Foofathese reasons, if the special access progiaamsve are currently using are eliminate:
restricted, our revenues could be adversely affecte

If we fail to compete successfully with respect tproduct sales, we may be unable to generate sufficit sales to recover our
expenses related to the development of a product@gram or to justify continued marketing of a produa and our revenue could be
adversely affected.

Our competitors may develop, manufacture and mamagtucts that are more effective or less expertbiae ours. They may also obtain
regulatory approvals for their products faster thancan obtain them (including those products withhan drug designation) or commercialize
their products before we do. If we do not competassfully, our revenue would be adversely aftecded we may be unable to generate
sufficient sales to recover our expenses relatédet@evelopment of a product program or to justdptinued marketing of a product.

Government price controls or other changes in priaig regulation could restrict the amount that we areable to charge for our
current and future products, which would adverselyaffect our revenue and results of operations.

We expect that coverage and reimbursement maydpesaisingly restricted both in the U.S. and inteomatily. The escalating cost of
health care has led to increased pressure on #ighlvare industry to reduce costs. Governmentlpsivate third-party payers have proposed
health care reforms and cost reductions. A numbfaderal and state proposals to control the cbkealth care, including the cost of drug
treatments, have been made in the U.S. In sommattenal markets, the government controls themgiovhich can affect the profitability of
drugs. Current government regulations and pos#iiilge legislation regarding health care may aftexterage and reimbursement for medical
treatment by third-party payers, which may rendergoducts not commercially viable or may adversdfect our future revenues and gross
margins.

International operations are also generally sulifeektensive price and market regulations, antethee many proposals for additional
cost-containment measures, including proposalswbatd directly or indirectly impose additional p&i controls or mandatory price cuts or
reduce the value of our intellectual property paitf. As part of these cost containment measumagscountries have imposed or threatene
impose revenue caps limiting the annual volumeatdssof Naglazyme. To the extent that these capsignificantly below actual demand, our
future revenues and gross margins may be adveaffelsted.

We cannot predict the extent to which our busimeag be affected by these or other potential fulegéslative or regulatory
developments. However, future price controls oeotthanges in pricing regulation could restrictaihgount that we are able to charge for our
current and future products, which would adversélgct our revenue and results of operations.
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Government health care reform could increase our cis, and would adversely affect our revenue and ralis of operations.

Our industry is highly regulated and changes intaay adversely impact our business, operationsanéial results. The PPACA is a
sweeping measure intended to expand healthcareage/evithin the U.S., primarily through the impasit of health insurance mandates on
employers and individuals and expansion of the keidiprogram.

Several provisions of the new law, which have vagyeffective dates, may affect us and will liketgiease certain of our costs. For
example, the Medicaid rebate rate was increasedhandolume of rebated drugs has been expandedtitede beneficiaries in Medicaid
managed care organizations. Among other thingsPE®CA also expanded the 340B drug discount prodexciuding orphan drugs),
including the creation of new penalties for non-gtiance; included a 50% discount on brand namegfagMedicare Part D participants in
the coverage gap, or “donut hole,” and imposedvafee on certain manufacturers and importers afideed prescription drugs (excluding
orphan drugs under certain conditions). The law edvised the definition of “average manufactunécgd for reporting purposes, which could
increase the amount of the Medicaid drug rebatiebtpastates.

In addition, other legislative changes have beep@sed and adopted since the PPACA was enactege Thanges include aggregate
reductions in Medicare payments to providers ofaip% per fiscal year, which went into effect onriéf, 2013. In January 2013, President
Obama signed into law the American Taxpayer Rélefof 2012, which, among other things, furtherueedd Medicare payments to several
types of providers and increased the statute dfdtions period for the government to recover oagrpents to providers from three to five
years. These new laws may result in additionalegdos in Medicare and other healthcare fundingctvisould have a material adverse eff
on our customers and, accordingly, our financiarapons.

We anticipate that PPACA, as well as other heatthoaform measures that may be adopted in thedfutnay result in more rigorous
coverage criteria and an additional downward presso the reimbursement our customers may receiveur products. Any reduction in
reimbursement from Medicare and other governmesgnams may result in a similar reduction in payradrdm private payors. The
implementation of cost containment measures ondtbalthcare reforms may prevent us from being bigenerate revenue, attain
profitability or commercialize our products.

We face credit risks from customers outside of th&).S. that may adversely affect our results of opetans.

Our product sales to government-owned or suppaustbmers in various countries outside of the dt8.subject to significant payment
delays due to government funding and reimburseimeatices. This has resulted and may continuesidtren an increase in days sales
outstanding due to the average length of timewleahave accounts receivable outstanding. If sigaifi changes were to occur in the
reimbursement practices of these governmentsgmiérnment funding becomes unavailable, we mayeatble to collect on amounts due to
us from these customers and our results of opasatimuld be adversely affected.

If we are found in violation of federal or state “faud and abuse” laws, we may be required to pay agmalty or be suspended from
participation in federal or state health care progiams, which may adversely affect our business, finaral condition and results of
operation.

We are subject to various federal and state health “fraud and abuse” laws, including anti-kickb&aows, false claims laws and laws
related to ensuring compliance. The federal headtlk program anti-kickback statute makes it illégabny person, including a pharmaceutica
company, to knowingly and willfully offer, solicipay or receive any remuneration, directly or iadily, in exchange for or to induce the
referral of business, including the purchase, oodgarescription of a particular drug, for whichypgent may be made under federal health car
programs, such as Medicare and Medicaid. Under&devernment regulations, certain
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arrangements, or safe harbors, are deemed natltderihe federal anti-kickback statute. Howevee, éxemptions and safe harbors are drawn
narrowly, and practices that involve remuneratiohintended to induce prescribing, purchases amecendations may be subject to scrutiny
if they do not qualify for an exemption or safeltiar Our practices may not in all cases meet athefcriteria for safe harbor protection from
anti-kickback liability, although we seek to complith these safe harbors. Violations of the antkkiack statute are punishable by
imprisonment, criminal fines, civil monetary peigdtand exclusion from participation in federal ltte@are programs.

Federal and state false claims laws prohibit amggrefrom knowingly presenting, or causing to bespnted, a false claim for paymen
the federal government, or knowingly making, orsgiag to be made, a false statement to have adkdse paid. In addition, certain marketing
practices, including off-label promotion, may algolate false claims laws. Under the Health InsaeaRortability and Accountability Act of
1996, we also are prohibited from knowingly andfwily executing a scheme to defraud any healtle cemefit program, including private
payers, or knowingly and willfully falsifying, coraling or covering up a material fact or making amaterially false, fictitious or fraudulent
statement in connection with the delivery of or payt for health care benefits, items or servicasc8ons under these federal and state laws
may include civil monetary penalties, exclusioraaghanufacturer’'s products from reimbursement ugdegernment programs, criminal fines
and imprisonment.

Many states have adopted laws similar to the fédetikickback statute, some of which apply tceredl of patients for health care
services reimbursed by any source, not just goventah payers.

Substantial new provisions affecting compliance &lave been adopted, which may require us to madifybusiness practices with
health care practitioners. The PPACA, among othiegs, requires drug manufacturers to collect &apairt information on payments or
transfers of value to physicians and teaching halspias well as investment interests held by miess and their immediate family members
during the preceding calendar year. Failure to sutequired information may result in civil moneggrenalties. The CMS has issued a final
rule that requires manufacturers to begin collgctaquired information on August 1, 2013 with thvetfreports due March 31, 2014 (and by
90th day of each calendar year thereafter) andgathidn of the reported data in a searchable fanma public website beginning September 30
2014.

In addition, there has been a recent trend of aseré state regulation of payments made to physic@ertain states mandate
implementation of compliance programs, complianié the Office of Inspector General Compliance Pang Guidance for Pharmaceutical
Manufacturers and the PhRMA Code on Interactiorik Wealthcare Professionals, and/or the trackirtgraporting of gifts, compensation and
other remuneration to physicians. The shifting cliamge environment and the need to implement systensomply with multiple jurisdictior
with different compliance and/or reporting requiests increases the possibility that a pharmacdutiaaufacturer may violate one or more of
the requirements.

While we believe we have structured our businesmigements to comply with these laws, becauseedbitbadth of these laws, the
narrowness of available statutory and regulatogepkions and the increased focus by law enforceagecies in enforcing such laws, it is
possible that some of our business activities cbeldubject to challenge under one or more of fawh. In addition, recent health care reform
legislation has strengthened, these laws. For ebarntye PPACA, among other things, amends the imegquirement of the federal anti-
kickback and criminal healthcare fraud statutepefson or entity no longer needs to have actualledge of this statute or specific intent to
violate it. Moreover, the PPACA provides that tlewvgrnment may assert that a claim including itemseovices resulting from a violation of
the federal anti-kickback statute constitutes sefalr fraudulent claim for purposes of the Falsern@$ Act. If we are found in violation of one
of these laws, we may be subject to criminal, @vihdministrative sanctions, including debarmeuagpension or exclusion from participation
in federal or state health care programs any o€lwhould adversely affect our business, finanaaldition and results of operation.
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We conduct a significant amount of our sales and @pations outside of the U.S., which subjects us smlditional business risks that
could adversely affect our revenue and results ofperations.

A significant portion of the sales of Aldurazymedadaglazyme and all of the sales of Firdapse anermgged from countries other than
United States. Additionally, we have operationsémeral European countries, Brazil, other Latin Aoan countries, Turkey and other Asian
countries. We expect that we will continue to exgaanr international operations in the future. Intgronal operations inherently subject us
number of risks and uncertainties, including:

« changes in international regulatory and conmgkarequirements that could restrict our abilityrtanufacture, market and sell our
products;

e political and economic instabilit

» diminished protection of intellectual property imnse countries outside of the U.
» trade protection measures and import or exponhdicey requirement:

« difficulty in staffing and managing internationaerations

« differing labor regulations and business practi

» potentially negative consequences from changesimearpretations of tax law.

» changes in international medical reimbursementgdiand program:

» financial risks such as longer payment cyaléiculty collecting accounts receivable and expesto fluctuations in foreign
currency exchange rates; €

* regulatory and compliance risks that relatentontaining accurate information and control ovaes and distributors’ and service
provider¢ activities that may fall within the purview of tieCPA.

Any of these factors may, individually or as a grpbave a material adverse effect on our businessesults of operations.

As we continue to expand our existing internatia@drations, we may encounter new risks. For exanasl we focus on building our
international sales and distribution networks iavmg@ographic regions, we must continue to devedtgtionships with qualified local
distributors and trading companies. If we are matsssful in developing and maintaining theseimahips, we may not be able to grow sales
in these geographic regions. These or other simgks could adversely affect our revenue and tabfiity.

If we are unable to protect our proprietary technobgy, we may not be able to compete as effectively.

Where appropriate, we seek patent protection fdaiteaspects of our technology. Patent proteatiay not be available for some of the
products we are developing. If we must spend sicanit time and money protecting or enforcing ouepts, designing around patents held by
others or licensing, potentially for large feesigpds or other proprietary rights held by otherts, lmusiness and financial prospects may be
harmed.

The patent positions of biopharmaceutical prodactscomplex and uncertain. The scope and extguateht protection for some of our
products and product candidates are particulartetain because key information on some of ourypebdandidates has existed in the public
domain for many years. The composition and gersetipiences of animal and/or human versions of NaglezAldurazyme and many of our
product candidates have been published and amvbdlto be in the public domain. The chemical stimecof BH4 (the active ingredient in
Kuvan) and 3,49AP (the active ingredient in Firdapse) have akserbpublished. Publication of this information npagvent us from obtainir
or enforcing patents relating to our products aradipct candidates, including without limitation goosition-of-matter patents, which are
generally believed to offer the strongest pateatqution.
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We own or have licensed patents and patent apiplicatelated to Naglazyme, Kuvan, Aldurazyme, Riggaand VIMIZIM. However,
these patents and patent applications do not ettseigrotection of our intellectual property fonamber of reasons, including without
limitation the following:

»  With respect to pending patent applicationgessmand until actually issued, the protective ealfithese applications is impossible
to determine. We do not know whether our patentiegipons will result in issued paten

» Competitors may interfere with our patent pssci a variety of ways. Competitors may claim thay invented the claimed
invention prior to us or that they filed their ajggtion for a patent on a claimed invention befeeedid. Competitors may also cle
that we are infringing on their patents and thexefee cannot practice our technology. Competitoay also contest our patents by
showing the patent examiner or a court that thentien was not original, was not novel or was ohsjdor example. In litigation,
competitor could claim that our issued patentsnatevalid or are unenforceable for a number of@easlf a court agrees, we wot
not be able to enforce that patent. We have no imgfuh experience with competitors interfering wih challenging the validity or
enforceability of our patents or patent applicasic

» Enforcing patents is expensive and may absgrificant time of our management. Management wapgleind less time and
resources on developing products, which could aseeour operating expenses and delay product pnsgi&e may not have the
financial ability to sustain a patent infringemeuwtion, or it may not be financially reasonablel¢oso.

* Receipt of a patent may not provide much, if,@ractical protection. For example, if we receavpatent with a narrow scope, then
it will be easier for competitors to design produtttat do not infringe on our pate

e The recently enacted America Invents Act, whiclomefed certain patent laws in the U.S., may credtitianal uncertainty. Amon
the significant changes are switching from a “fisinvent” system to a “first-to-file” system, atlde implementation of new
procedures that permit competitors to challengepatents in the USPO after gra

It is also unclear whether our trade secrets aequately protected. Our employees, consultantsmiractors may unintentionally or
willfully disclose trade secrets to competitorsf@ning a claim that someone else illegally obtdiaad is using our trade secrets, as with
patent litigation, is expensive and time consumieguires significant resources and the outconi@pgedictable. In addition, courts outside or
the U.S. are sometimes less willing to protectdrselcrets. Furthermore, our competitors may indégraty develop equivalent knowledge,
methods and know-how, in which case we would nadtide to enforce our trade secret rights agairedt sampetitors.

If we are unable to product our intellectual prapethird parties could develop competing prodwetsch could adversely affect our
revenue and financial results generally.

Competitors and other third parties may have develped intellectual property that could limit our abil ity to market and
commercialize our products and product candidatesf approved.

Similar to us, competitors continually seek intefleal property protection for their technology. 8l of our development properties,
such as BMN 673, BMN 701, BMN 111 and BMN 270 fooumstherapeutic areas that have been the subjestefisive research and
development by third parties for many years. Dughéoamount of intellectual property in our fielttechnology, we cannot be certain that we
do not infringe intellectual property rights of cpatitors or that we will not infringe intellectuptoperty rights of competitors granted or
created in the future. For example, if a patentibiobelieves our product infringes their patend, glatent holder may sue us even if we have
received patent protection for our technology oiingone else claims we infringe its intellectualgemy, we would face a number of issues,
including the following:

» Defending a lawsuit takes significant executiveotgses and can be very expens
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» If a court decides that our product infringes a petitor' s intellectual property, we may have to pay suligthdamages

*  With respect to patents, in addition to reaqwgrus to pay substantial damages, a court maylgtals from making, selling, offering
to sell, importing or using our product unless plagent holder licenses the patent to us. The patdder is not required to grant u
license. If a license is available, it may not beilable on commercially reasonable terms. For etanwe may have to pay
substantial royalties or grant cross licenses tqpatents and patent applicatio

* We may need to redesign our product so it doefringe the intellectual property rights of othe

» Redesigning our product so it does not infrittgeintellectual property rights of competitorsynmet be possible or could require
substantial funds and tim

We may also support and collaborate in researcHumiad by government organizations, hospitals,amities or other educational
institutions. These research partners may be ungitb grant us any exclusive rights to technologproducts derived from these
collaborations.

If we do not obtain required licenses or rights,a@ald encounter delays in our product developraéfotts while we attempt to design
around other patents or may be prohibited from n@kiising, importing, offering to sell or sellingoducts requiring these licenses or rights.
There is also a risk that disputes may arise #setoights to technology or products developedoiteboration with other parties. If we are not
able to resolve such disputes and obtain the leeeosrights we need, we may not be able to devaioparket our products.

If our Manufacturing, Marketing and Sales Agreementwith Genzyme were terminated, we could be preventefrom continuing to
commercialize Aldurazyme or our ability to successflly commercialize Aldurazyme would be delayed or gninished.

Either party may terminate the Manufacturing, Méirkggand Sales Agreement (the MMS Agreement), betw@enzyme and us related
to Aldurazyme for specified reasons, includinchié bther party is in material breach of the MMS é&nent, has experienced a change of
control, as such term is defined in the MMS Agreptner has declared bankruptcy and also is in breathe MMS Agreement. Although we
are not currently in breach of the MMS Agreememgre is a risk that either party could breach tid3vin the future. Either party may also
terminate the MMS Agreement upon one year priottaminotice for any reason.

If the MMS Agreement is terminated for breach, biheaching party will transfer its interest in BioNMdGenzyme LLC (the LLC), to the
non-breaching party, and the non-breaching partypay a specified buyout amount for the breachpagy'’s interest in Aldurazyme and in the
LLC. If we are the breaching party, we would lose oghts to Aldurazyme and the related intelletpraperty and regulatory approvals. If the
MMS Agreement is terminated without cause, the tminating party would have the option, exerciedbl one year, to buy out the
terminating partys interest in Aldurazyme and in the LLC at a spedibuyout amount. If such option is not exercisdights to Aldurazym:
will be sold and the LLC will be dissolved. In theent of termination of the buyout option withoueecise by the non-terminating party as
described above, all right and title to Aldurazyiméo be sold to the highest bidder, with the peatseto be split between Genzyme and us in
accordance with our percentage interest in the LLC.

If the MMS Agreement is terminated by either pdrécause the other party declared bankruptcy, th@nating party would be obligate
to buy out the other party and would obtain alhtggto Aldurazyme exclusively. If the MMS Agreeménterminated by a party because the
other party experienced a change of control, thraiteating party shall notify the other party, tHéecee, of its intent to buy out the offeree’s
interest in Aldurazyme and the LLC for a stated anet by the terminating party at its discretibhe offeree must then either accept this
offer or agree to buy the terminating party’s ie#rin Aldurazyme and the LLC on those same tefins.party who buys out the other party
would then have exclusive worldwide rights to Aldeyme.

37



Table of Contents

The Amended and Restated Collaboration Agreemeéntge® us and Genzyme will automatically termingieruthe effective date of the
termination of the MMS Agreement and may not benteated independently from the MMS Agreement.

If we were obligated or given the option, to buy Genzyme'’s interest in Aldurazyme and the LLC, Hrefeby gain exclusive rights to
Aldurazyme, we may not have sufficient funds tosdaand we may not be able to obtain the finan@mptso. If we fail to buy out Genzyme'’s
interest, we may be held in breach of the agreemmahimay lose any claim to the rights to Aldurazyand the related intellectual property and
regulatory approvals. We would then effectivelydoehibited from developing and commercializing Aldzyme. If this happened, not only
would our product revenues decrease, but our sivare would also decline.

Based on our strategic alliance with Merck Seronajnless Merck Serono “opts in” to the PEG PAL progran, we will not realize
any cost sharing for the development expenses, déygment milestones, or royalties for ex-U.S. sales.

In May 2005, we entered into an agreement with lM&erono for the further development and commeeeiabn of Kuvan (and any
other product containing 6R-BH4) and PEG PAL forllRKRursuant to that agreement, we received develapmilestones on Kuvan and
receive royalties on sales by Merck Serono. Addélly, we may be entitled to development milestomas royalties related to PEG PAL.
However, Merck Serono has “opted oof'the PEG PAL development program. Unless and iirtiects to opt in, it is not obligated to payy:
of the milestones related to the program or to beirse us for any of the development costs. Additigneven though Merck Serono has optec
out of the PEG PAL development program, we do aethany right to commercialize PEG PAL outsideheft).S. and Japan or to grant
anyone else such rights.

Merck Serono may elect to opt in at any time. IfrbkeSerono opts in to the PEG PAL development @ogbefore the unblinding of the
first Phase 3 trial for PEG PAL, it must pay 75%tw Phase 3 costs incurred prior to theio@nd the $7,000,000 Phase 3 initiation milest
If it opts in after unblinding of the first Phaséril for PEG PAL, it must pay 100% of the Phass8ts incurred prior to the opt-in and the
$7,000,000 Phase 3 initiation milestone. Additibnah all cases after it opts in to the PEG PAlvelepment program, Merck Serono woulc
obligated to pay one half of future developmentsosder the agreement and any further milestonesudder the agreement. If Merck Seronc
does not opt in, it will not have the right to ws®y of the clinical or other independently devebbdata.

We cannot determine when or if Merck Serono will impto the PEG PAL development program. If Merek@o does not opt in, we w
not receive any milestones under the agreemenwitidchere be any sales outside of the U.S. or dagenerating revenue from royalties or
otherwise.

If we fail to compete successfully with respect tacquisitions, joint ventures or other collaborationopportunities, we may be
limited in our ability to develop new products andto continue to expand our product pipeline.

Our competitors compete with us to attract orgaiuna for acquisitions, joint ventures, licensirrggagements or other collaborations.
date, several of our product programs have beewmrachthrough acquisitions, such as BMN 701 and B&MS and several of our product
programs have been developed through licensinglaborative arrangements, such as Naglazyme, Aldume, Kuvan and Firdapse. These
collaborations include licensing proprietary tedagg from, and other relationships with, acadensigaarch institutions. Our future success
will depend, in part, on our ability to identify @itional opportunities and to successfully entéo ipartnering or acquisition agreements for
those opportunities. If our competitors succesgfatiter into partnering arrangements or licenseegents with academic research instituti
we will then be precluded from pursuing those diieopportunities. Since each of these opportusiiseunique, we may not be able to find a
substitute. Several pharmaceutical and biotechiyatoghpanies have already
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established themselves in the field of geneticadiss. These companies have already begun manyelvatppment programs, some of which
may target diseases that we are also targetinghavel already entered into partnering and licenaingngements with academic research
institutions, reducing the pool of available oppoities.

Universities and public and private research in8tihs also compete with us. While these orgaronatprimarily have educational or
basic research objectives, they may develop prapyieechnology and acquire patents that we mayg farethe development of our product
candidates. We will attempt to license this prajamng technology, if available. These licenses matyte available to us on acceptable terms, i
at all. If we are unable to compete successfullhwéspect to acquisitions, joint venture and otledlaboration opportunities, we may be
limited in our ability to develop new products aondcontinue to expand our product pipeline.

If generic manufacturers use litigation and regulabry means to obtain approval for generic versionsfdKuvan, our revenue and
results of operations would be adversely affected.

The Hatch Waxman Act permits the FDA to approve A®Dor generic versions of branded drugs. We refehis process as the
“ANDA process”.The ANDA process permits competitor companies taiolmarketing approval for a drug with the samévadngredient fo
the same uses but does not generally require thducband submission of clinical efficacy studiesthat product. In place of such clinical
studies, an ANDA applicant usually needs only torsit data demonstrating that its product is bioegj@nt to the branded product based on
pharmacokinetic studies. Pursuant to the Hatch-WaxAct, companies were able to file an ANDA applaafor the active ingredient in
Kuvan at any time after December 2011. At preseathave not received information that any othetyplaas filed or has conducted the
bioequivalency study necessary to file an ANDAHKavan.

The Hatch Waxman Act requires an applicant forugdhat relies, at least in part, on our data r@iggrthe safety and efficacy of Kuvan,
to notify us of their application and potentialrinfjement of our patents listed in the Orange Baigon receipt of a notice alleging that our
patents listed in the Orange Book are invalid drinftinged by the proposed competitor productdeagraph iv notice), we would have 45 ¢
to bring a patent infringement suit in federal déstcourt against the company seeking approvaitéoproduct. The discovery, trial and appeals
process in such suits can take several years. fowenence such a suit alleging infringement of @nmore of our Orange Book listed patents
within 45 days from receipt of the paragraph ivieetthe Hatch-Waxman Act provides a 30-month stathe FDA'’s approval of the
competitor's application. If the litigation is rdged in favor of the applicant or the challengetkepaexpires during the 30-month stay period,
the stay is lifted and the FDA'’s review of the apalion may be completed. Such litigation is oftiame-consuming, costly and may result in
competition if such patent(s) are not upheld a¢hé& competitor does not infringe such patent(s)véieer, generic versions of Kuvan would be
prohibited until the expiration of orphan drug exsility in December 2014 or June 2015 if we rec@iediatric exclusivity.

The filing of an ANDA application in respect to Kaw could have an adverse impact on our stock pridditigation to enforce our
patents is likely to cost a substantial amountrggire significant management attention. If thieepes covering Kuvan were not upheld in
litigation or if the generic competitor is foundnot infringe these patents, the resulting genssiopetition following the expiration of orphan
exclusivity would have a material adverse effecbanrevenue and results of operations.

If we do not achieve our projected development gaosiin the timeframes we announce and expect, the camarcialization of our
products may be delayed and the credibility of oumanagement may be adversely affected and, as a résour stock price may decline.

For planning purposes, we estimate the timing efatcomplishment of various scientific, clinicagulatory and other product
development goals, which we sometimes refer toikestanes. These milestones
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may include the commencement or completion of sifiestudies and clinical trials and the submissad regulatory filings. From time to tirr
we publicly announce the expected timing of som#he$e milestones. All of these milestones aredaren variety of assumptions. The actua
timing of these milestones can vary dramaticalljnpared to our estimates, in many cases for redssyend our control. If we do not meet
these milestones as publicly announced, the comafieation of our products may be delayed and tleglibility of our management may be
adversely affected and, as a result, our stoclepniay decline.

We depend upon our key personnel and our ability tattract and retain employees.

Our future growth and success will depend in lgrget on our continued ability to attract, retairgmage and motivate our employees.
loss of the services of any member of our seniaragament or the inability to hire or retain expecied management personnel could
adversely affect our ability to execute our bussnglsin and harm our operating results.

Because of the specialized scientific and manalgeaiare of our business, we rely heavily on odlitglio attract and retain qualified
scientific, technical and managerial personnepdrticular, the loss of one or more of our seniaaaitive officers could be detrimental to us if
we do not have an adequate succession plan oréaweot recruit suitable replacements in a timedyner. While our senior executive offici
are parties to employment agreements with us, thgeements do not guarantee that they will reraiployed with us in the future. In
addition, in many cases, these agreements do stoicteour senior executive officers’ ability toropete with us after their employment is
terminated. The competition for qualified personinghe pharmaceutical field is intense, and thewelimited pool of qualified potential
employees to recruit. Due to this intense competjtive may be unable to continue to attract araiirejualified personnel necessary for the
development of our business or to recruit suitapfdacement personnel. If we are unsuccessful imemruitment and retention efforts, our
business may be harmed.

Our success depends on our ability to manage our guwth.

Product candidates that we are currently developingay acquire in the future may be intended &irgmt populations that are
significantly larger than any of MPS |, MPS VI, PKd LEMS. In order to continue development and rating of these products, if approved,
we will need to significantly expand our operatiohe manage expansion effectively, we need to nastio develop and improve our researct
and development capabilities, manufacturing andityuzapacities, sales and marketing capabilitie&ncial and administrative systems and
standard processes for global operations. Our, $iaéincial resources, systems, procedures or @isninay be inadequate to support our
operations and may increase our exposure to regylahd corruption risks and our management mayniagle to manage successfully future
market opportunities or our relationships with oasérs and other third-parties.

Changes in methods of treatment of disease coulddece demand for our products and adversely affectavenues.

Even if our drug products are approved, if doctdext a course of treatment which does not inctudedrug products, this decision
would reduce demand for our drug products and adleaffect revenues. For example, if gene thetsgmpmes widely used as a treatment of
genetic diseases, the use of enzyme replacemeaptheuch as Naglazyme and Aldurazyme in MPS déssaould be greatly reduced.
Changes in treatment method can be caused byttoeuction of other companieptoducts or the development of new technologiesuogica
procedures which may not directly compete with pbrg which have the effect of changing how doctiside to treat a disease.
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If product liability lawsuits are successfully brought against us, we may incur substantial liabilitis.

We are exposed to the potential product liabilisks inherent in the testing, manufacturing andketing of human pharmaceuticals. We
currently maintain insurance against product ligblawsuits for the commercial sale of our produahd for the clinical trials of our product
candidates. Pharmaceutical companies must balhaamst of insurance with the level of coverageetam estimates of potential liability.
Historically, the potential liability associatedttviproduct liability lawsuits for pharmaceuticabducts has been unpredictable. Although we
believe that our current insurance is a reasoregilmate of our potential liability and represemtsommercially reasonable balancing of the
level of coverage as compared to the cost of therance, we may be subject to claims in conneetitimour clinical trials and commercial use
of Naglazyme, Kuvan, Aldurazyme, Firdapse and VINUMZor our clinical trials for PEG PAL, BMN 701, BM 673, BMN 111, BMN 190 or
BMN 270 for which our insurance coverage may noatbequate and we may be unable to avoid signifigaitity if any product liability
lawsuit is brought against us. If we are the sutipéa successful product liability claim that egds the limits of any insurance coverage we
obtain, we may incur substantial charges that wadleersely affect our earnings and require the cibmemt of capital resources that might
otherwise be available for the development and ceraialization of our product programs.

We rely significantly on information technology andany failure, inadequacy, interruption or security lapse of that technology,
including any cybersecurity incidents, could harm ar ability to operate our business effectively.

We rely significantly on our information technologpd manufacturing infrastructure to effectivelymage and maintain our inventory
and internal reports, to manufacture and ship prtsdio customers and to timely invoice them. Aniufa, inadequacy or interruption of that
infrastructure or security lapse of that technoldggluding cybersecurity incidents could harm ability to operate our business effectively.
Our ability to manage and maintain our inventory arternal reports, to manufacture and ship oudpets to customers and timely invoice
them depends significantly on our enterprise resmptanning, production management and other irdtion systems. Cybersecurity attacks ir
particular are evolving and include, but are nwitiéd to, malicious software, attempts to gain tharized access to data and other electronic
security breaches that could lead to disruptiorsysiems, misappropriation of our confidential dreowise protected information and
corruption of data. Cybersecurity incidents reggltin the failure of our enterprise resource plagrystem, production management or other
systems to operate effectively or to integrate wither systems, or a breach in security or othauthorized access of these systems, may
our ability to manage and maintain our inventorg anernal reports, and result in delays in produliilment and reduced efficiency of our
operations. A breach in security, unauthorized s&cesulting in misappropriation, theft, or sabetagth respect to our proprietary and
confidential information, including research omatial data could require significant capital inveshts to remediate could adversely affect oul
business, financial condition and results of openst

Our business is affected by macroeconomic conditisn

Various macroeconomic factors could adversely affec business and the results of our operatiodgiaancial condition, including
changes in inflation, interest rates and foreigmemcy exchange rates and overall economic comditamd uncertainties, including those
resulting from the current and future conditionsha global financial markets. For instance, ifatibn or other factors were to significantly
increase our business costs, it may not be featsitjass through price increases on to our cus®mher to the process by which health care
providers are reimbursed for our products by theegament. Interest rates, the liquidity of the d@rethrkets and the volatility of the capital
markets could also affect the value of our investim@nd our ability to liquidate our investment®ider to fund our operations. We purchase
or enter into a variety of financial instrumentsldransactions, including investments in commeruégder, the extension of credit to
corporations, institutions and governments and imgdgpntracts. If any of the issuers or countetiparto these instruments were to default on
their obligations, it could materially reduce thedue of the transaction and adversely affect osh ¢lws.
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For the year ended December 31, 2013 approximd®Ilpf our net product revenues were from the SeontReropean countries of Italy,
Spain, Portugal and Greece. Approximately 16% oftotal accounts receivable as of December 31, 28h8=d to such countries and we hav
included an allowance for doubtful accounts fotaieraccounts receivable from Greece. If the fimgrapnditions of these countries continues
to decline, a substantial portion of the receivaloiey be uncollectable, which would mean we woaldehto provide for additional allowances
for doubtful accounts or cease selling producth@se countries, either of which could adversdigcafour results of operations. Additionally
one or more of these countries were unable to pseebur products, our revenue would be adverstdgtafl. We also sell our products in of
countries that face economic crises and local ocgyrelevaluation. Although we have historically ected receivables from customers in those
countries, sustained weakness or further deteidoraff the local economies and currencies may causeustomers in those countries to be
unable to pay for our products with the same negagifect on our operations.

Interest rates and the ability to access credikatarcould also adversely affect the ability of oustomers/distributors to purchase, pay
for and effectively distribute our products. Simljathese macroeconomic factors could affect thiéta of our contract manufacturers, sole-
source or single-source suppliers to remain infmss or otherwise manufacture or supply produdiifeaby any of them to remain a going
concern could affect our ability to manufacturedarcts.

Risks Related to Ownership of Our Securities

Our stock price may be volatile, and an investment our stock could suffer a decline in value.

Our valuation and stock price since the beginniigaaling after our initial public offering have dh@o meaningful relationship to current
or historical earnings, asset values, book valuaamy other criteria based on conventional measafrstck value. The market price of our
common stock will fluctuate due to factors inclugtin

» product sales and profitability of Naglazyme, Aldzyme, Kuvan, Firdapse and VIMIZIN
« manufacture, supply or distribution of Naglazyméjukazyme, Kuvan, Firdapse and VIMIZI}

» progress of our product candidates throughelyelatory process and our ability to successftdisnmercialize any such products
that receive regulatory approv

« results of clinical trials, announcements of tedbgal innovations or new products by us or ounpetitors;

* government regulatory action affecting our pretdcandidates or our competitors’ drug productsath the U.S. and non-U.S.
countries;

» developments or disputes concerning patent or @@y rights;

» general market conditions and fluctuations foraheerging growth and pharmaceutical market sec
» economic conditions in the U.S. or abro

e broad market fluctuations in the U.S., EU or inestharts of the worlc

» actual or anticipated fluctuations in our operatiegults; anc

» changes in company assessments or financial esrbgtsecurities analys

In the past, following periods of large price drek in the public market price of a company’s séesr securities class action litigation
has often been initiated against that companygéiibn of this type could result in substantialts@nd diversion of management’s attention
and resources, which would hurt our business. Alweese determination in litigation could also sgbjes to significant liabilities. In addition,
our stock price can be materially adversely affédtg factors beyond our control, such as disrugtiorglobal financial markets or negative
trends in the biotechnology sector of the econaemgn if our business is operating well.
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Recent and future regulatory actions and other evas may adversely affect the trading price and liqudity of our senior
subordinated convertible notes.

We expect that many investors in, and potentiatipasers of, the Notes will employ, or seek to empdoconvertible arbitrage strategy
with respect to the Notes. Investors would typicatiplement such a strategy by selling short themon stock underlying the Notes and
dynamically adjusting their short position whilentimuing to hold the Notes. Investors may also enpgnt this type of strategy by entering |
swaps on our common stock in lieu of or in additioishort selling the common stock.

The SEC and other regulatory and self-regulatotiicities have implemented various rules and talestain actions, and may in the
future adopt additional rules and take other astitimat may impact those engaging in short sedictiyity involving equity securities
(including our common stock). Such rules and astioclude Rule 201 of SEC Regulation SHO, the ddogiy the Financial Industry
Regulatory Authority, Inc. of a “Limit Up-Limit Dow” program, the imposition of market-wide circuiebkers that halt trading of securities
for certain periods following specific market deels, and the implementation of certain regulatefgrms required by the Dodd-Frank Wall
Street Reform and Consumer Protection Act of 28tg. governmental or regulatory action that restritte ability of investors in, or potential
purchasers of, the Notes to effect short salesioEommon stock or enter into swaps on our comnacksould adversely affect the trading
price and the liquidity of the Notes.

In addition, if investors and potential purchasasking to employ a convertible arbitrage strasagyunable to borrow or enter into
swaps on our common stock, in each case on comatigneasonable terms, the trading price and lifyiof the Notes may be adversely
affected.

Anti-takeover provisions in our charter documents ad under Delaware law may make an acquisition of yavhich may be
beneficial to our stockholders, more difficult.

We are incorporated in Delaware. Certain anti-take@rovisions of Delaware law and our charter doents as currently in effect may
make a change in control of our company more diffj@ven if a change in control would be benefitiahe stockholders. Our anti-takeover
provisions include provisions in our certificatein€orporation providing that stockholders’ meetingay only be called by our Board of
Directors and provisions in our bylaws providingttthe stockholders may not take action by writtensent and requiring that stockholders
that desire to nominate any person for electiooutoBoard of Directors or to make any proposal wétbpect to business to be conducted at a
meeting of our stockholders be submitted in appatg@iform to our Secretary within a specified périd time in advance of any such meeting.
Additionally, our Board of Directors has the auihoto issue shares of preferred stock and to detex the terms of those shares of stock
without any further action by our stockholders. Tights of holders of our common stock are subjeche rights of the holders of any
preferred stock that may be issued. The issuanpeefdrred stock could make it more difficult fothérd-party to acquire a majority of our
outstanding voting stock. Delaware law also prdhkiborporations from engaging in a business contibimavith any holders of 15% or more
their capital stock until the holder has held ttoek for three years unless, among other possés)ibur Board of Directors approves the
transaction. Our Board of Directors may use thesgigions to prevent changes in the managementanitol of our company. Also, under
applicable Delaware law, our Board of Directors mdgpt additional anti-takeover measures in theréut

Iltem 1B. Unresolved Staff Comments

None.
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Item 2. Properties

The following table contains information about aurrent significant owned and leased properties:

Approximate

Lease
Location Square Feet Use Expiration Date
Several locations in Novato, California 273,00( Office, laboratory and warehou 201€-2020
San Rafael facility, San Rafael, Califori 120,40( Corporate headquarters, offi NA: in escrow
Galli Drive facility, Novato, California 91,50( Clinical and commercial manufacturing and NA: owned propert
laboratory
Bel Marin Keys facility, Novato, California 83,90( Technical operations, finance, administration, and  NA: owned propert
laboratory
Shanbally facility, Cork, Irelan 142,00( Manufacturing NA: owned propert

Our administrative office space and plans to dgveldditional space are expected to be adequatbedoreseeable future. In addition to
the above, we also maintain small offices in aetgrof locations around the world. We believe thathe extent required, we will be able to
lease or buy additional facilities at commerciatgsonable rates. We plan to use contract manuifagtwhen appropriate to provide product
for both clinical and commercial requirements ustith time as we believe it prudent to developtaafdil in-house clinical and/or commercial
manufacturing capacity.

Item 3. Legal Proceedings

We have no material legal proceedings pending.

Item 4. Mine Safety Disclosures

Not applicable
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Part I

Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Edty Securities

Our common stock is listed under the symbol “BMRiMr'the NASDAQ Global Select Market. The followirabte sets forth the range of
high and low quarterly closing sales prices for common stock for the periods noted, as reportedA$DAQ.

Prices

Year Period High Low

2012 First Quartel $38.3¢ $33.6¢
2012 Second Quarte $39.5¢ $32.1:
2012 Third Quartel $43.3( $37.0z
2012 Fourth Quarte $50.17 $36.7¢
2013 First Quartel $62.3¢ $51.5¢
2013 Second Quarte $70.3( $54.7:
2013  Third Quartel $78.3¢ $58.6¢
2013 Fourth Quarte $75.9: $59.3(

On February 14, 2014, the last reported sale prictne NASDAQ Global Select Market for our commérck was $75.81. We have
never paid any cash dividends on our common stodkage do not anticipate paying cash dividends énftiieseeable future.

Issuer Purchases of Equity Securities
We did not make any purchases of our common stadkgl the year ended December 31, 2013.

Holders

As of February 14, 2014, there were 53 holdergobrd of 143,623,224 outstanding shares of our comsiock. Additionally, on such
date, options to acquire 13.0 million shares ofaammon stock were outstanding.
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Performance Graph

The following is not deemed “filed” with the Sedig$ and Exchange Commission and is not to be purated by reference into any
filing we make under the Securities Act of 193%rasnded, whether made before or after the datedfiend irrespective of any gene
incorporation by reference language in such filing.

The following graph shows the value of an investhodi$100 on December 31, 2008 in BioMarin commiatls, the NASDAQ

Composite Index (U.S.) and the NASDAQ Biotechnoltggex. All values assume reinvestment of the pretdue of dividends paid by
companies included in these indices and are caéxlies of December 31 of each year. Our commok sdcaded on the NASDAQ Global
Select Market and is a component of both the NASBZdpposite Index and the NASDAQ Biotechnology IndEixe comparisons shown in
the graph are based upon historical data and wéoahat the stock price performance shown ingteph is not indicative of, nor intended to
forecast, the potential future performance of dacls

COMPARISON OF 53 YEAR CUMULATIVE TOTAL
RETURN*

s450 - Among BioMarin Pharmacentical Ine., the NASDACQ Composite Index,

3400 4 and the NASDACQ Biotechnology Index
Fa50 -
$300 4
250 4
$200 o
B150 4 — emmam
$100 fp=———————fF - i
$50 4
5._" 1 1 ]
1231408 12/31/08 123110 1203111 pIE R 123113

—B— BioMarin Pharmaceutical Inc.
== NASDAQ Biotechnology

- & - NASDAQ Composite

#5100 mvested on 12/3 108 in stock or index, including remnvestment of dividends, Fiscal vear

* $100 invested on December 31, 2008 in stock ondnideluding reinvestment of dividenc

BioMarin Pharmaceutical Inc.
NASDAQ Composite Inde

NASDAQ Biotechnology Inde:

Fiscal Year Ending December 31

2008 2009 2010 2011 2012 2013
100.0C 105.67 151.2¢ 193.1¢ 276.4( 395.2:
100.0C 144.8¢ 170.5¢ 171.3( 199.9¢ 283.3¢
100.0C 104.67 112.8¢ 127.0¢ 169.5( 288.3¢
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Iltem 6. Selected Consolidated Financial Data

The information set forth below for the five yearsled December 31, 2013 is not necessarily insiati results of future operations,
and should be read in conjunction with ltenM&nagement’s Discussion and Analysis of Financiahdtion and Results of Operatioasd the
Consolidated Financial Statements and related tbégsto included in Item 8 of this Annual Reparnteorm 10-K to fully understand factors
that may affect the comparability of the informatiaresented below:

Years Ended December 31
(In thousands of U.S. dollars, except for per shardata)

2013 2012 2011 2010 2009
Consolidated statements of operations dat
REVENUES:
Net product revenue $ 538,36( $ 496,49 $437,64° $ 369,70: $315,72:
Collaborative agreement revent 3,91¢ 1,95¢ 46¢ 682 2,37¢
Royalty and license revenu 6,207 2,271 3,24: 5,88¢ 6,55¢€
Total revenue 548,48! 500,72: 441,35t 376,26 324,65t
OPERATING EXPENSES:
Cost of sales (excludes amortization of certairuaeq
intangible asset: 95,74 91,83( 84,02: 70,28t 65,90¢
Research and developm 354,78( 302,21 214,37: 147,30¢ 115,11¢
Selling, general and administrati 235,35¢ 198,17: 175,42 151,72: 124,29(
Intangible asset amortization and contingent caraiibn 18,61 18,71 1,42¢ 6,40¢ 2,91/
Total operating expens 704,49 610,93t 475,24¢ 375,72: 308,22¢
INCOME (LOSS) FROM OPERATIONS (156,00 (110,21 (33,890 544 16,42’
Equity in the loss of BioMarin/Genzyme LL (1,149 (1,227 (2,426 (2,997 (2,599
Interest incom 3,08t 2,58¢ 2,93¢ 4,117 5,08¢
Interest expens (10,44°) (7,639 (8,409 (10,819 (14,40¢)
Debt conversion expen: (12,965 0] (1,896 (13,729 0]
Impairment loss on equity investme 0 0 0 0 (5,84%)
Net gain from sale of investmer 0 0 0 902 1,58t
Other income (expens 982 (1,787 60 48¢ 314
INCOME (LOSS) BEFORE INCOME TAXES (176,507 (118,279 (43,627 (21,490 56€
Provision for (benefit from) income tax (150 (3,93) 10,20¢ (227,309 1,05¢
NET INCOME (LOSS) $(176,35)  $(114,34) $(53,83) $ 205,81 $ (489
NET INCOME (LOSS) PER SHARE, BASIC $ (12 $ (09 $ (04 §$ 2.0 $ (0.00
NET INCOME (LOSS) PER SHARE, DILUTED $ (128 $ (09 ¢ (04 ¢ 1.7¢ $ (0.00
Weighted average common shares outstanding, 137,75! 120,27: 112,12: 103,09: 100,27:
Weighted average common shares outstanding, di 137,75! 120,27: 112,12: 125,67- 100,27:
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December 31
(in thousands)

2013 2012 2011 2010 2009
Consolidated balance sheet date
Cash, cash equivalents and investm $1,052,42. $ 563,79t $ 28947 $ 402,28 $470,52¢
Total current asse 1,137,41 743,43: 469,80: 504,26( 467,72
Total asset 2,249,21 1,568,34 1,270,58: 1,226,101 917,16:
Long-term convertible senior not 655,56¢ 324,85¢ 348,62¢ 377,52. 497,08:
Total stockholder equity 1,341,04 1,015,76: 773,04¢ 717,25 322,18!

You should read the following tables presentingunaudited quarterly results of operations in coafion with the Consolidated
Financial Statements and related notes contairsegvbkre in this Annual Report on Form 10-K. We hanepared this unaudited information
on the same basis as our audited Consolidated ¢iaiéBtatements. Our quarterly operating resulteHactuated in the past and may continu
to do so in the future as a result of a numbenofdrs, including, but not limited to, the timingdanature of research and development
activities.

Three Months Ended
(In thousands, except per share data, unauditec

March 31, June 30, September 3C December 31
2013:
Total revenue $127,92¢ $136,81( $ 136,87: $ 146,87
Net loss (39,810 (21,53 (53,020 (61,990
Net loss per share, bas (0.37) (0.15) (0.39) (0.43)
Net loss per share, dilutt (0.3)) (0.1¢) (0.39) (0.44
2012:
Total revenue $116,64¢ $124,01¢ $ 128,11 $ 131,93t
Net loss (23,977 (32,00¢) (5,357 (53,017
Net loss per share, basic and dilu (0.21) (0.27) (0.0 (0.43)
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Item 7. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion of our financial conditiand results of operations should be read in catijom with our Consolidated Financ
Statements and notes to those statements inclisidlesre in this Annual Report on Form 10-K.

Overview

We develop and commercialize innovative biopharmtcals for serious diseases and medical conditdfesselect product candidates
for diseases and conditions that represent a ggnifunmet medical need, have well-understoodbiphnd provide an opportunity to be first-
to-market or offer a significant benefit over ekigtproducts.

Key components of our results of operations foryiaars ended December 31, 2013, 2012 and 201 dmthe following (in millions):

Years Ended December 31

2013 2012 2011
Total net product revenues $ 538.¢ $ 469.F $437.¢
Cost of sale: 95.7 91.¢ 84.C
Research and development expe 354.¢ 302.2 214.¢
Selling, general and administrative expe 235.¢ 198.2 175.¢
Intangible asset amortization and contingent caaitibn 18.¢ 18.7 1.4
Net loss (176.9 (114.9 (53.9)
Stocl-based compensation expel 64.£ 48.C 43.¢

See"Results of Operationsbelow for a discussion of the detailed componentsanalysis of the amounts above.

Our product portfolio is comprised of five approyadducts and multiple investigational product geates. Our approved products are
Naglazyme (galsulfase), Kuvan (sapropterin dihydlmdde), Firdapse (amifampridine phosphate) Aldyrae (laronidase) and VIMIZIN
(elosulfase alpha).

Naglazyme, a recombinant form of N-acetylgalactdeam-sulfatase indicated for patients with mucgpatcharidosis VI (MPS VI), a
debilitating life-threatening genetic disease fdriat no other drug treatment currently exists ahittvis caused by the deficiency of
arylsufatase B, received marketing approval inutf. in May 2005, in the EU in January 2006 andseghbiently in other countries. Naglazy
net product revenues for the year ended Decemhe&03B totaled $271.2 million, compared to $257illion and $224.9 million for the years
ended December 31, 2012 and 2011, respectively.

Kuvan was granted marketing approval for the treatnof phenylketonuria (PKU) in the U.S. in Decem®@07 and in the EU in
December 2008. Kuvan net product revenues for ¢lae gnded December 31, 2013 totaled $167.4 miliompared to $143.1 million and
$116.8 million for the years ended December 312241d 2011, respectively.

In December 2009, the European Medicines Agencaytgdamarketing approval for Firdapse, a propriefargn of 3-4-diaminopyridine
(amifampridine phosphate), for the treatment of bartrEaton Myasthenic Syndrome (LEMS). We laundégiproduct on a country-by-
country basis in the EU beginning in April 2010rd@ipse net product revenues for the year endedniimre31, 2013 totaled $16.1 million,
compared to $14.2 million and $13.1 million for tears ended December 31, 2012 and 2011, respgctive

Aldurazyme (laronidase), which was developed ifataration with Genzyme Corporation (Genzyme), aggroved in 2003 for
marketing in the U.S. and the EU and subsequemtbthier countries for patients with
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Management’s Discussion and Analysis of Financial @dition and Results of Operations—(Continued)

mucopolysaccharidosis | (MPS 1). Aldurazyme netdoict revenues for the year ended December 31, @@dlgéd $83.6 million, compared to
$82.2 million and $82.8 million for the years end@ecember 31, 2012 and 2011, respectively.

In February 2014, the Food and Drug AdministratiePA) granted marketing approval for VIMIZIM for ¢htreatment
mucopolysaccharidosis Type IV or Morquio Syndronypd A, a lysosomal storage disorder. We immedidielyan marketing VIMIZIM in
the U.S. using our existing sales force and comimlencganization and completed our first commersalk in the U.S.

We are conducting clinical trials on several inigegional product candidates for the treatmentasfous diseases including:

PEG PAL, an enzyme substitution therapy for thattment of PKU

BMN 701, an enzyme replacement therapy for Pompeagie, a glycogen storage disor

BMN 673, an orally available pc-ADP ribose polymerase inhibitor for the treatmeinpatients with certain cancel
BMN 111, a peptide therapeutic for the treatmerdaaifondroplasia, the leading cause of dwarfism:

BMN 190 for the treatment of late infantile menal ceroid lipofuscinosis(CLNZ2), lysomal storatigorder primarily affecting the
brain.

We are conducting or planning to conduct preclinitevelopment of several other product candidaiegénetic and other metabolic
diseases and recently announced the selectionoafi¢éw drug development candidates, BMN 270 and BM0L BMN 270 is a Factor VIl
gene therapy drug development candidate, an AAV wdttor, for the treatment of hemophilia A. BMN®#s a novel fusion of alpha-N-
acetyglucosaminidase (NAGLU) with a peptide derifredn insulin-like growth factor 2 (IGF2), for theeatment of Sanfilippo B syndrome or
Mucopolysaccharidosis type 11IB (MPS IlIB).

Cost of sales includes raw materials, personnefaxitity and other costs associated with manufé@ctuNaglazyme, VIMIZIM and

Aldurazyme at our production facility in Novato, l@@rnia. Cost of sales also includes third-partgmafacturing costs for the production of the
active ingredient in Kuvan and Firdapse and thiasdypproduction costs related to final formulateomd packaging services for all products anc

cost of royalties payable to third-parties for@tbducts.

Research and development includes costs assouidtethe research and development of product cateidand post-marketing researct
commitments related to our approved products. Thests primarily include preclinical and clinicaligies, personnel and raw materials costs

associated with manufacturing product candidateslity control and assurance, research and devaopfacilities and regulatory costs.

Selling, general and administrative expense primarcludes expenses associated with the commézatain of approved products and

general and administrative costs to support ouradjmas. These expenses include: product marketiggsales operations personnel; corporat

facility operating expenses; information technolegypenses and depreciation; and core corporat@sguppctions, including human resourc
finance and legal, and other external corporatéessigch as insurance, legal fees and other professservices.

Intangible asset amortization and contingent caaiibn includes amortization expense related tdinite-lived intangible assets
associated with marketing rights in the EU for Bppde, impairment losses (if any) on intangible tassed changes in the fair value of
contingent acquisition consideration payable. Clarig fair value can result from changes in estahatrobability adjustments, changes in
estimated timing of when a milestone may be achiggkanges in assumed discount periods and ratiegsesage of time.
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Our cash, cash equivalents, short-term investrramddongterm investments totaled $1,052.4 million as of @eber 31, 2013, compal
to $563.8 million as of December 31, 2012. We Hasworically financed our operations primarily tbhgh our cash flows from operating
activities, the issuance of common stock and cdiblerdebt and by relying on equipment and othenmercial financing. We will be highly
dependent on our net product revenue to suppleacwerdurrent liquidity and fund our operations foe foreseeable future. We may in the
future elect to supplement this with further debequity offerings or commercial borrowing, eveteafiving effect to our October 2013 ser
subordinated convertible note offering. Furthepeateling on market conditions, our financial positamd performance and other factors, we
may in the future choose to use a portion of oshaa cash equivalents to repurchase our convedisbt or other securities. S&énancial
Position, Liquidity and Capital Resour below for a further discussion of our liquidity acalpital resources.

Critical Accounting Policies and Estimates

In preparing our Consolidated Financial Statemané&éccordance with accounting principles generatigepted in the U.S. and pursuant
to the rules and regulations promulgated by thei®tézs and Exchange Commission (SEC), we makengssons, judgments and estimates
that can have a significant impact on our net &s$ affect the reported amounts of certain askalsljties, revenue and expenses, and relatec
disclosures. We base our assumptions, judgmentssiimdates on historical experience and variousrdtctors that we believe to be
reasonable under the circumstances. Actual resoltiel differ materially from these estimates undiffierent assumptions or conditions. On a
regular basis, we evaluate our assumptions, judtprad estimates. We also discuss our criticalawony policies and estimates with the
Audit Committee of our Board of Directors.

We believe that the assumptions, judgments anthatds involved in the accounting for business caatimns, contingent acquisition
consideration payable, income taxes, long-live@&@ssevenue recognition and inventory have thatgst impact on our Consolidated
Financial Statements, so we consider these to beritizal accounting policies. Historically, oussumptions, judgments and estimates relativ
to our critical accounting policies have not difdmaterially from actual results.

Business Combination

We allocate the purchase price of acquired busisetssthe tangible and intangible assets acquirddiabilities assumed based upon
their estimated fair values on the acquisition date purchase price allocation process requiregagement to make significant estimates anc
assumptions, especially at the acquisition datke mspect to intangible assets angineess research and development (IPR&D). In cdiom
with the purchase price allocations for acquis#ione estimate the fair value of contingent actjoisiconsideration payments utilizing a
probability-based income approach inclusive of stimeated discount rate.

Although we believe the assumptions and estimataferare reasonable, they are based in part omibétexperience and information
obtained from the management of the acquired baséaseand are inherently uncertain. Examples af&@ri#stimates in valuing any contingent
acquisition consideration issued or which may keeés and the intangible assets we have acquiredpmacquire in the future include but are
not limited to:

» the feasibility and timing of achievement of deymteent, regulatory and commercial milestor
e expected costs to develop th-process research and development into commergialbje products; an

» future expected cash flows from product se

Unanticipated events and circumstances may occiahwhay affect the accuracy or validity of suchumsptions, estimates or actual
results.
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Valuation of Contingent Acquisition Considerationdable

Each period we reassess the fair value of the mgeiit acquisition consideration payable associattitcertain acquisitions and record
increases in the fair value as contingent consimeraxpense and record decreases in the fair e w@ereduction of contingent consideration
expense. Increases or decreases in the fair vathe contingent acquisition consideration payaiale result from changes in estimated
probability adjustments with respect to regulatapproval, changes in the assumed timing of wheastuhes are likely to be achieved and
changes in assumed discount periods and ratedfiGgih judgment is employed in determining the Empiateness of these assumptions eact
period. Accordingly, future business and econoroitditions, as well as changes in any of the assomgptescribed in the accounting for
business combinations above can materially imgecamount of contingent consideration expensevibatcord in any given period.

Income Taxes

Our Consolidated Balance Sheets reflect net deféaseassets that primarily represent the tax lieofehet operating loss carryforwards
and credits and timing differences between booktardecognition of certain revenue and expensesiaet of a valuation allowance. When it
is more likely than not that all or some portiordeferred tax assets may not be realized, we éstiablaluation allowance for the amount that
may not be realized. Each quarter, we evaluategled to retain all or a portion of the valuatiolowhnce on our net deferred tax assets. Our
evaluation considers historical earnings, estiméiade taxable income and ongoing prudent andlfEatax planning strategies. Adjustments
to the valuation allowance increase or decreasaoeme/loss in the period such adjustments areemlédur estimates require adjustments, it
could have a significant impact on our Consoliddathncial Statements.

We continually review the adequacy and necessith®#aluation allowance. If it is more likely thaot that we would not realize the
deferred tax benefits, then all or a portion of thkiation allowance may need to be establishedn@s in tax laws and rates could also affec
recorded deferred tax assets in the future. Manageis not aware of any such changes that would hawaterial effect on our Consolidated
Financial Statements.

Impairment of Lon¢-Lived Assets

Our long-lived assets include property, plant agaigment, intangible assets and goodwill. We revilee/carrying value of plant and
equipment, long-term investments and finite-livethngible assets for impairment whenever eventhanges in circumstances indicate that
the carrying amount of an asset may not be recblerl such circumstances exist, an estimate dfagounted future cash flows to be
generated by the long-lived asset is comparedgadinrying value to determine whether an impairnesigts. If an asset is determined to be
impaired, the loss is measured based on the differbetween the asset’s fair value and its carryahge.

Indefinite-lived intangible assets, composed primaf IPR&D projects acquired in business combioas which have not reached
technological feasibility, are reviewed annually impairment and whenever events or changes incistances indicate that the carrying
amount may not be recoverable. We determine imgaitriny comparing the fair value of the asset toatsying value. If the asset’s carrying
value exceeds its fair value, an impairment chésgecorded for the difference and its carryingseal reduced accordingly.

Estimating future cash flows of an IPR&D produchdmlate for purposes of an impairment analysisiregws to make significant
estimates and assumptions regarding the amourttraimg) of costs to complete the project and the ambatiming and probability of achieving
revenues from the completed product similar to toevacquisition date fair value of the project wwatermined, as described above. There ar
often major risks and uncertainties associated WBR&D projects as we are required to obtain retgujaapprovals in order to be
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able to market these products. Such approvalsneeqaimpleting clinical trials that demonstrate aduct candidate is safe and effective.
Consequently, the eventual realized value of tlygiaed IPR&D project may vary from its estimated falue at the date of acquisition, and
IPR&D impairment charges may occur in future pesiachich could have a material adverse effect orresuilts of operations.

We believe our estimations of future cash flowsduiee assessing impairment of long-lived assetdased on reasonable assumptions
given the facts and circumstances as of the relidézl of the assessments.

When reviewing goodwill for impairment, we assesgetiher goodwill should be allocated to operatingle lower than our single
operating segment for which discrete financial infation is available and reviewed for decision-mgkpurposes. These lower levels are
referred to as reporting units. Currently, we halentified only one reporting unit as per Finandatounting Standards Board (FASB)
Accounting Standards Codification (ASC) Topic 35042tangibles—Goodwill and OthetWe perform our annual impairment review of
goodwill during the fourth quarter and wheneverrgser circumstances indicate that the carryinguwarhof an asset may not be recoverable.
Our impairment review was based on a qualitatisessment including expected future revenues arfleass, industry and market
considerations and other entity specific factoes thay have a significant impact on the fair vadfieur goodwill. Based on our qualitative
assessment, we determined that the fair valueroj@edwill is greater than its carrying amount &cBmber 31, 2013.

Revenue Recognitio

We recognize revenue when persuasive evidence afrangement exists, delivery has occurred, theefd the buyer is fixed or
determinable and collection from the customer ésomably assured.

Net Product RevenuesWe recognize revenues from product sales whenaitt risk of loss have passed to the customechwhi
typically occurs upon delivery. Product sales teations are evidenced by customer purchase omesmer contracts, invoices and/or the
related shipping documents. Amounts collected fooistomers and remitted to governmental authoritwsch are primarily comprised of
value-added taxes related to product sales ingorgirisdictions, are presented on a net basisiirConsolidated Statements of Operations, in
that taxes billed to customers are not included e@smponent of net product revenues.

In the U.S., our commercial products are genesailg to specialty pharmacies or end-users, sutioggitals, which act as retailers. We
also sell Kuvan to Merck Serono at a price neamisiufacturing cost, and Merck Serono resells tbdyxt to end users outside the U.S.,
Canada and Japan. The royalty earned from Kuvastuptold by Merck Serono in the EU is included@®mponent of net product revenues
in the period earned and approximates 4% of Messki®'’s world-wide sales. Outside the U.S., our m@rcial products are sold to our
authorized distributors or directly to governmeatghasers or hospitals, which act as the end-users.

We receive a 39.5% to 50% royalty on worldwide Alelurazyme sales by Genzyme depending on salesnglwhich is included in Net
Product Revenues in our Consolidated Statemer@pefations. We recognize a portion of this amosrgraduct transfer revenue when the
product is released to Genzyme because all of edioppnance obligations are fulfilled at that paand title to, and risk of loss for, the product
has transferred to Genzyme. The product transtentge represents the fixed amount per unit of Addyme that Genzyme is required to pay
us if the product is unsold by Genzyme. The amofiproduct transfer revenue will eventually be detdd from the calculated royalty rate
when the product is sold by Genzyme. We recordMbarazyme royalty revenue based on net salesnmdtion provided by Genzyme and
record product transfer revenue based on thelfu#iit of Genzyme purchase orders in accordancethatierms of the related agreements
Genzyme and when the title and risk of loss forgrauct is transferred to Genzyme. As of Decen3lie2013 and 2012, accounts receivable
included $26.3 million and $32.4 million, respeetiy of unbilled accounts receivable related toinetemental Aldurazyme product transfers
to Genzyme.
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We record reserves for rebates payable under Miedical other government programs as a reductioev@nue at the time product
revenues are recorded. Our reserve calculationsreegstimates, including estimates of customer, toixietermine which sales will be subject
to rebates and the amount of such rebates. Weeaipdaestimates and assumptions each quarter eoidirany necessary adjustments to our
reserves. We record fees paid to distributorsraslaction of revenue.

We record allowances for product returns, if appedp, as a reduction of revenue at the time prbsiales are recorded. Several factors
are considered in determining whether an allowdocproduct returns is required, including marketlasivity of the products based on their
orphan drug status, the patient population, théoowsrs’ limited return rights and our experiencéhweturns. Because of the pricing of our
products, the limited number of patients and custaiimited return rights, most customers andilets carry a limited inventory.

Certain international customers, usually governnagrities, tend to purchase larger quantities ofipct less frequently. Although such
buying patterns may result in revenue fluctuatifsam quarter to quarter, we have not experiencem@ease in product returns and do not
believe these buying patterns increase the rigkaduct returns. We rely on historical return ratesstimate returns for our commercial
products. Genzyme'’s contractual return rights fldusazyme are limited to defective product. Basedhese factors and the fact that we have
not experienced significant product returns to dat@nagement has concluded that product returhdevihinimal. In the future, if any of the
factors and/or the history of product returns clesngn allowance for product returns may be reduire

Bad debt reserves are based on estimated uncoléeaticounts receivable. Given our historical elgnee with bad debts, combined with
our credit management policies and practices, wead@resently maintain significant bad debt reesrHowever some of our customers are
based in countries where the economic conditionsirmee to present challenges. We continue to mottiese conditions and associated
impacts on the financial performance and creditthiness of our large customers so that we can psopssess and respond to changes in
customer credit profiles. As of December 31, 2@i8,allowance for doubtful accounts was $0.5 millioompared to $0.3 million as of
December 31, 2012.

The nature and amount of our current estimateseofpplicable revenue dilution items that are culyepplied to aggregate world-wide
gross product sales of Naglazyme, Kuvan and Fielepserive net sales are described in the talibawbe

Percentage of Gross Sale

Revenue Dilution ltem Years Ended December 31 Description
2013 2012
Rebates 1.04.2% 0.95.C% Rebates payable to state Medicaid, other governpregrams and certain
managed care provide
Distributor Fee: 0.2-3.€% 0.2-3.8% Fees paid to authorized distribut
Cash Discount 0.7-1.€% 0.5-1.9% Discounts offered to customers for prompt paymémtcoounts receivabl
Total 1.6-9.8% 1.7-10.7%

Collaborative Agreement Revenue£ollaborative agreement revenues include botm$ieeevenue and contract research revenue.

Activities under collaborative agreements are eatsld to determine if they represent a multiple elethmevenue arrangement. We
identify the deliverables included within the agremt and evaluate which deliverables representatpanits of accounting. We accounts for
those components as separate units of accountihg fbllowing two criteria are met:

* The delivered item or items have value to the gustoon a star-alone basis
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» Ifthere is a general right of return relatteethe delivered items, delivery or performancéhef undelivered items is considered
probable and within our contr¢

Factors considered in this determination includegag other things, whether any other vendors Belitems separately and if the
licensee could use the delivered item for its ideghpurpose without the receipt of the remaininidebles. If multiple deliverables included
in an arrangement are separable into differenswiibiccounting, we allocate the arrangement cersiidn to those units of accounting. The
amount of allocable arrangement consideratiomigdid to amounts that are fixed or determinableaAgement consideration is allocated at
the inception of the arrangement to the identifiaits of accounting based on their relative estmatelling price. Revenue is recognized for
each unit of accounting when the appropriate regegraognition criteria are met.

Nonrefundable up-front license fees where we haweicuing involvement through research and develaproollaboration are initially
deferred and recognized as collaborative agreelicense revenue over the estimated period for vintimee to have a performance obligation.

Future milestone payments that are contingent tippachievement of a substantive milestone aregrézed in their entirety in the
period in which the milestone is achieved. A mibest is substantive if:

« It can only be achieved based in whole or in pareither our performance or on the occurrencesgfeific outcome resulting fro
our performance

e There is substantive uncertainty at the date angament is entered into that the event will beeaghl; anc

e It would result in additional payments being dueisc

Royalty and license revenuesRoyalty and license revenues includes royaltieaetrsales of products with which we have no direct
involvement and is recognized based on data repostdicensees or sublicensees. Royalties are népedas earned in accordance with the
contract terms when the royalty amount is fixedleterminable based on information received fronstitdicensee and when collectibility is
reasonably assured.

Due to the significant role we play in the opemasi@f Aldurazyme and Kuvan, primarily the manufaiciy and regulatory activities, as
well as the rights and responsibilities to delither products to Genzyme and Merck Serono, resmdgtiwe elected not to classify the
Aldurazyme and Kuvan royalties earned as otherltpyavenues and instead to include them as a caemg®f net product revenues.

Inventory

We value our inventory at the lower of cost or metlizable value and determine the cost of invgniising the average-cost method.
Inventories consist of currently marketed prodaetd may contain certain products awaiting reguesémproval. In evaluating the
recoverability of inventories produced in prepamatior product launches, we consider the likelihtiwat revenue will be obtained from the
future sale of the related inventory together wlith status of the product within the regulatoryrappl process.

We analyze our inventory levels quarterly and wdibevn inventory that has become obsolete, or lesabasis in excess of its expected
net realizable value and inventory quantities iness of expected requirements. In applying the l@izeost or net realizable value to pre-
launch inventory, we estimate a range of likely omencial prices based on our comparable commeraigyzts. Expired inventory is disposed
of and the related costs are recognized as C&tlet in our Consolidated Statements of Operations.
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Inventories Produced in Preparation for Product Laghes

We capitalize inventories produced in preparatampfoduct launches sufficient to support estimatétchl market demand. Typically,
capitalization of such inventory begins when pasitiesults have been obtained for the clinicaldtiaat we believe are necessary to support
regulatory approval, uncertainties regarding ultenagulatory approval have been significantly setliand we have determined it is probable
that these capitalized costs will provide futurereamic benefit in excess of capitalized costs. fBlcors considered by us in evaluating these
uncertainties include the receipt and analysisositijve Phase 3 clinical trial results for the urigiag product candidate, results from meetings
with the relevant regulatory authorities prior he ffiling of regulatory applications, and the colafon of the regulatory application. We
closely monitor the status of each respective prbdithin the regulatory approval process, inclgdail relevant communication with
regulatory authorities. We also consider our histdrexperience with manufacturing and commerdiadjsimilar products and the relevant
product candidate. If we are aware of any spenifiterial risks or contingencies other than the mbmegulatory review and approval process
or if there are any specific issues identifiedtinfato safety, efficacy, manufacturing, marketordabeling, the related inventory would
generally not be capitalized.

For inventories that are capitalized in preparatibproduct launch, anticipated future sales, etgrbapproval date and shelf lives are
evaluated in assessing realizability. The shedfdif a product is determined as part of the regofeapproval process; however in evaluating
whether to capitalize pre-launch inventory produtitosts, we consider the product stability datalladf the preapproval production to date
determine whether there is adequate expectedIgbdbir the capitalized pre-launch production cost

Recent Accounting Pronouncements

See Note 4 to our accompanying Consolidated FiaaStatements for a full description of recent arting pronouncements and our
expectation of their impact, if any, on our resolt®perations and financial condition.

Results of Operations
Net Loss

Our net loss for the year ended December 31, 2@E33476.4 million, compared to a net loss of $114ilBon for the year ended
December 31, 2012. The change in net loss was plynaaresult of the following (in millions):

Net loss for the year ended December 31, - $(114.3)
Increased research and development exg (52.¢)
Increased selling, general and administrative esg (37.2)
Debt conversion expen: (13.0
Decreased benefit from income ta: (3.8
Increased gross profit from product se 38.C
Increased royalty and license reven 3.2
Other individually insignificant fluctuatior 2.€

Net loss for the year ended December 31, - $(176.9)

The increase in gross profit from product salesnguthe year ended December 31, 2013 as compatbé tear ended December 31,
2012 was primarily a result of additional Naglazypagients initiating therapy globally and additibKavan patients initiating therapy in the
U.S. The increase in research and development sgpeas primarily attributed to increased develogre&penses for our BMN 701, BMN
673 and PEG PAL programs. The increase in selfjpgeral and administrative expense was primarigytduncreased sales and marketing
expenses related to our commercial products andased pre-commercial VIMIZIM expenses.
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Our net loss for the year December 31, 2012 wad 8lrhillion, compared to net loss of $53.8 milliimm the year ended December 31,
2011. The increase in net loss was primarily alt@$uhe following (in millions):

Net loss for the year ended December 31, - $ (53.9)
Increased research and development exg (87.9)
Increased selling, general and administrative es@ (22.7)
Increased intangible asset amortization and coetingonsideration expen (10.6
Impairment loss on intangible ass (6.7)
Loss on conversion of promissory n (2.0
Increased gross profit from product se 51.C
Decreased income tax expel 14.1
Absence of debt conversion expe 1.8
Other individually insignificant fluctuatior 2.3

Net loss for the year ended December 31, - $(114.9

The increase in gross profit from product salesnduthe year ended December 31, 2012 as compatée teear ended December 31,
2011 was primarily a result of additional Naglazypaients initiating therapy and additional Kuvatients initiating therapy in the U.S. The
increase in research and development expense waarily attributed to increased development expstriseour VIMIZIM, BMN 701, BMN
673 and PEG PAL programs. The increase in selfjpgeral and administrative expense was primarig/tduncreased facility and employee
related costs and the continued international esiparof Naglazyme.

See below for additional information related to finenary net loss fluctuations presented abovédudiog details of our operating
expense fluctuations.

Net Product Revenues, Cost of Sales and Gross P

Net product revenues were as follows (in millions):

Years Ended December 31

2013 2012 2011 2013 v. 201 2012 v. 201

Naglazyme $271.2 $257.( $224.¢ $ 14.2 $ 321
Kuvan 167.¢ 143.1 116.¢ 24.: 26.2
Firdapse 16.1 14.2 13.1 1.8 1.1
Aldurazyme 83.€ 82.2 82.¢ 1.4 (0.6)
VIMIZIM 0.1 0 0 0.1 0
Total net product revenui $538.4 $496.5 $437.¢ $  41c $ 58.C

Gross profit by product was as follows (in milligns

Years Ended December 31

2013 2012 2011 2013 v. 201 2012 v. 201
Naglazyme $232.¢ $218.t $186.¢ $ 13.¢ $ 3l¢
Kuvan 140.¢ 118.¢ 98.1 22.C 20.€
Firdapse 12.4 11.4 10.€ 1.C 0.€
Aldurazyme 56.¢ 55.¢ 57.¢ 1.1 (2.0
VIMIZIM 0.1 0 0 0.1 0

Total gross profi $442.5 $404.¢ $353.¢ $ 38.1 $ 51.C
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Net product revenues attributed to our collaboratiith Genzyme were as follows (in millions):

Years Ended December 31

2013 2012 2011 2013 v. 201 2012 v. 201
Aldurazyme revenue reported by Genzyme $212.¢ $193.1 $185.2 $ 19.: $7.¢
Years Ended December 31

2013 2012 2011 2013 v. 201 2012 v. 201

Royalties earned from Genzyme $88.t $80.4 $74.2 $ 8.1 $ 6.2
Incremental (previously recognized) Aldurazyme miidransfer

revenue (4.9 1.6 8.€ (6.7) (6.9

Total Aldurazyme net product revent $83.€ $82.2 $82.¢ $ 1.4 $ (0.6)

2013 compared to 2012

Net product revenues for Naglazyme for the yeaedridecember 31, 2013 totaled $271.2 million, ofckl$233.5 million was earned
from customers based outside the U.S., compar$@d5@.0 million for the year ended December 31, 201%hich $222.8 million was earned
from customers based outside the U.S. The incieddaglazyme net product revenues was attributetkte patients initiating therapy. The
impact of foreign currency exchange rates on Naghezsales denominated in currencies other thablt8edollar was negative by $1.2 milli
for the year ended December 31, 2013. Naglazymesgrnargins for 2013 were 86%, compared to 2012 \ghass margins were 85%.
Naglazyme gross margins for the year ended DeceBihe2013 were consistent with expectations anaharexpected to fluctua
significantly in the future.

Net product revenue for Kuvan for the year endededer 31, 2013 was $167.4 million, compared t8#L#illion during 2012. The
increase in Kuvan net product revenues in 2013aftaibuted to new patients initiating therapy. Knygross margins for 2013 were 84%,
compared to 2012 when gross margins were 83%.@gstods sold for the years ended December 31, 2a8d32012 reflect royalties paid to
third-parties of approximately 10%. Kuvan gross giras for the year ended December 31, 2013 werestenswith expectations and are not
expected to fluctuate significantly in the futuféwe 4% royalties earned from Merck Serono’s netssaf Kuvan for the year ended
December 31, 2013 were $2.0 million, compared t@ #iillion during 2012.

Net product revenue for Firdapse for the year edecember 31, 2013 was $16.1 million, comparedltb Bmillion during 2012.
Firdapse gross margins for the year ended Dece®Ihet013 were 77%, compared to 2012 when grossinsangre 80%. Cost of goods sold
for the years ended December 31, 2013 and 20l tefiyalties paid to third-parties of approximatgs. Firdapse gross margins decreased
during 2013 due to increased manufacturing cosigfamdepletion of manufactured product that wasipusly expensed as research and
development expense. Firdapse gross margins forettieended December 31, 2013 were consistentexjibctations and are not expected to
fluctuate significantly in the future.

Aldurazyme gross margins were 68% in each of tleesyended December 31, 2013 and 2012. Aldurazyoss gnargins reflect the prc
earned on royalty revenue and net incremental mtddansfer revenue. Aldurazyme gross margins gpeaed to fluctuate depending on the
mix of royalty revenue, from which we earn higheogs profit, and product transfer revenue, fromalvhive earn lower gross profit.

Total cost of sales for the year ended Decembe2@®13 was $95.7 million, compared to $91.8 millfonthe year ended December 31,
2012. The increase in cost of sales was primatitibated to the increase in product sales.
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2012 compared to 2011

Net product revenues for Naglazyme for the yeaedridecember 31, 2012 totaled $257.0 million, ofcht$222.8 million was earned
from customers based outside the U.S., compar$@d24.9 million for the year ended December 31, 201 Which $194.2 million was earned
from costumers based outside the U.S. The impaftirefgn currency exchange rates on Naglazyme siglesminated in currencies other than
the U.S. dollar was negative by $0.9 million foe year ended December 31, 2012. Naglazyme groggmean 2012 were 85%, compared to
2011 when Naglazyme gross margins were 83%.Theased Naglazyme gross margins in 2012 were consigith expectations and
primarily a result of our purchase of the Naglazymmgalty rights from SA Pathology in November 2Qdrid the price increase in the U.S. and
Latin America that occurred in March 2012. Priothie purchase of the royalty rights, we licensedititellectual property from SA Pathology
to whom we paid a 5% royalty on net sales of Nagtez See Note 10 to our accompanying ConsolidaiteghEial Statements for additional
discussion of the transaction.

Net product revenue for Kuvan for the year endedebeber 31, 2012 was $143.1 million, compared t&6$®.million for the year ended
December 31, 2011. Kuvan gross margins for 201288%6, compared to 2011 when gross margins were 84%i of goods sold for the
years ended December 31, 2012 and 2011 reflecities/paid to thir-parties of 10%. Kuvan gross margins in 2012 werssistent with
expectations and are not expected to fluctuatefigigntly in the future. The 4% royalties earnednfr Merck Serono’s net sales of Kuvan
during 2012 were $1.9 million, compared to $1.6ionlduring 2011.

Net product revenue for Firdapse during the yededrDecember 31, 2012 was $14.2 million, compavekl 8.1 million during the year
ended December 31, 2011. Firdapse gross margiimgd2012 were 80%, compared to the 82% during 2Cbst of goods sold for the periods
presented reflect royalties paid to third-partieamgproximately 8%. Firdapse gross margins forysa ended December 31, 2012 decreased
compared to the year ended December 31, 2011 doerased manufacturing costs and the depletiamvehtory manufactured prior to
approval. Firdapse gross margins during 2012 wensistent with expectations and are not expectéidd¢tuate significantly in the future.

During the year ended December 31, 2012, Aldurazgross margins were 68%, compared to 70% duringehe ended December 31,
2011. Aldurazyme gross margins reflect the prafihed on royalty revenue and net incremental pioasfer revenue. The change in
margins is attributed to the shift in revenue matvieen royalty revenue and net product transfexmess. Aldurazyme gross margins are
expected to fluctuate depending on the mix of nyyadvenue, from which we earn higher gross prafit] product transfer revenue, from wt
we earn lower gross profit.

Total cost of sales for the year ended Decembe2@®12 was $91.8 million, compared to $84.0 millfonthe year ended December 31,
2011. The increase in cost of sales was primatitibated to the increase in product sales andathertization of the cost of the Naglazyme
royalty rights purchased in the fourth quarter @12 and the shift in Aldurazyme revenue mix betwesalty revenue and net product
revenues.

Research and Developme

We manage our research and development expensemjfying the research and development activitiesanticipate will be performed
during a given period and then prioritizing effdossed on scientific data, probability of succdsdéwelopment, market potential, available
human and capital resources and other similar deradions. We continually review our pipeline ahd tevelopment status of product
candidates and, as necessary, reallocate res@mueg) the research and development portfolio tieab@ieve will best support the future
growth of our business.
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Research and development expense increased taB#88Hon for the year ended December 31, 2013nf&B802.2 million for the year
ended December 31, 2012. The increase in reseadctievelopment expense was primarily a result®faliowing (in millions):

Research and development expense for the year &wtssmber 31, 201 $302.2
Increased PEG PAL development exper 27.¢
Increased BMN 673 development exper 18.1
Increased BMN 701 development exper 14.C
Increased development expenses on early develomsteaye program 13.2
Increased sto-based compensation expenses related to researcleesldpmen 7.C
Increased development expenses related to comrhpreagucts 4.1
Increased BMN 111 development exper 2.6
Increased BMN 190 development exper 2.7
Decreased VIMIZIM development expen: (15.0
Decrease in nc-allocated research and development expenses aadnathchange (22.2)

Research and development expense for the year &wtsamber 31, 201 $354.¢

The increase in PEG PAL, BMN 673 and BMN 701 depaient expense was attributed to increased clibiedlactivities related to
these product candidates. The increase in developexpense on early stage programs was primatiijpatied to the pre-clinical activity
related to BMN 270 a Factor VIII gene therapy peogrfor Hemophilia A and development costs relateithé programs acquired from
Zacharon Pharmaceuticals, Inc. (Zacharon). Thease in stock-based compensation is primarilybatied to an increase in the number of
options outstanding due to an increased numbempfa/ees and an increase in the weighted-averagedfae of the equity awards granted
during 2013. The increases in BMN 190 and BMN 1é&tefopment expense were attributed to increasedlipieal activities related to these
product candidates. During the first quarter of204e evaluated the facts and circumstances supgagcoverability of pre-launch
manufacturing costs related to VIMIZIM and conclddbkat recoverability was probable, resulting ie tapitalization of approximately $40.5
million pre-launch manufacturing costs during 20R8-launch VIMIZIM manufacturing costs incurredridig 2012 were expensed to researcl
and development expense as significant uncertaixigted over the recoverability of the costs. Therdase in non-allocated research and
development expense is primarily attributed to @ide in research and development personnel cost$aaility costs that are not allocated to
specific programs.

During 2014, we expect research and developmenidépg to increase over 2013 levels due to our PBEG, BMN 673, BMN 701,
BMN 111 and BMN 190 programs progressing, includingw of those programs progressing to more addpbases of clinical studies.
Phase 3 clinical trials for PEG PAL and BMN 673 gveritiated in the second and fourth quarters df0espectively, and we expect to
initiate a Phase 3 trial of BMN 701 in the firstagter of 2014. We also expect increased spendingeiclinical and clinical activities for our
early development stage programs including BMN &0 programs acquired from Zacharon. Additionallg,expect to continue incurring
significant research and development expense éfateseeable future due to long-term clinicahdibgis related to post-approval regulatory
commitments for our approved products. We contistyoavaluate the recoverability of costs associatithl pre-launch manufacturing
activities, and if it is determined that regulatapgproval and recoverability are highly likely ah@refore future revenues are expected, the
costs related to pre-launch manufacturing activitiy be capitalized. When regulatory approvalthedikelihood of future revenues for a
product candidate are less certain, the relatedifaaturing costs are expensed as research andogavenht expenses.
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Research and development expense increased ta@2$80kon for the year ended December 31, 2012nf&214.4 million for the year
ended December 31, 2011. The increase in reseadctievelopment expense was primarily a result®faliowing (in millions):

Research and development expense for the year &wtssmber 31, 201 $214.4
Increased VIMIZIM development expens 42.t
Increased BMN 701 development exper 14.1
Increased BMN 190 development exper 9.¢
Increased BMN 673 development exper 4.C
Increased sto-based compensation expense related to researatesatbpmen 4.4
Decreased development expense related to commproiicts (1.6
Decreased BMN 111 development exper (1.5
Decreased PEG PAL development expel (2.0
Decreased development expenses on early develostaget program (0.7)
Increase nc-allocated research and development expenses aedrethchange 17.7

Research and development expense for the year &wtsamber 31, 201 $302.2

The increase in VIMIZIM development expenses in2@/As attributed to increased clinical trial anchofacturing activities related to
the product candidate. The increases in BMN 673BiMtN 701 development expenses were in 2012 ateithtd increased clinical trial
activities related to these product candidates.ifitrease in BMN 190 development expenses wadattid to increased pre-clinical activities
related to this product candidate. The decreaB&i@ PAL development expenses was attributed tarttieg of purchases of materials to
produce the drug substance for the clinical tiie decrease in BMN 111 development expenses wisuggd to a decrease in pre-clinical
activities related to this product candidate. Tie¥éase in stock-based compensation expensessilhoéan increased number of options
outstanding due to an increased number of employidesincrease in non-allocated research and dewedot expenses primarily includes
increased research and development personnel aitityfeosts that are not allocated to specificgreons.

Selling, General and Administrativ

Selling, general and administrative expense inet#s $235.4 million for the year ended December2813, from $198.2 million for tr
year ended December 31, 2012. The increase ingefeneral and administrative expenses was piyraresult of the following (in millions

Selling, general and administrative expense forytas ended December 31, 2( $198.2
Increased sales and marketing expenses relatedrimercial product 10.7
Increased VIMIZIM pr-commercial expense 15.4
Increased sto-based compensatic 9.t
Increased foreign exchange losses on unhedgeattiorss 1.3
Net increase in corporate support and other adtréiige expense 0.2

Selling, general and administrative expense foytda ended December 31, 2( $235.4

We continue to incur sales and marketing expensidglazyme and Kuvan as a result of continued esipa of our international and
U.S. activities, respectively. The increase in lstbased compensation is attributed to an increaeinumber of options outstanding due t
increased number of employees, an increase in ¢ighted-average fair value of the equity awardsitgeduring 2013 and the recognition of
approximately $4.9 million of expense related tof@@nance awards granted to certain executive efficWe expect selling, general and
administrative expenses to increase in future pgeras a result of the international expansion @fldayme, the U.S. commercialization
activities for Kuvan, pre-commercial activities /6iMIZIM and the administrative support of our expling operations.
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Selling, general and administrative expense inet#s $198.2 million for the year ended December2812, from $175.4 million for tr
year ended December 31, 2011. The increase ingefeneral and administrative expenses was pilyraresult of the following (in millions

Selling, general and administrative expense forytas ended December 31, 2( $175.4
Net increase in corporate support and other adtréiige expense 16.C
Increased sales and marketing expenses relatexrimercial product 6.2
Increased VIMIZIM pr-commercial expense 2.¢
Decreased foreign exchange losses on unhedgeadtams (2.9

Selling, general and administrative expense foytda ended December 31, 2( $198.2

The increase in corporate support and other adtratiiee costs was primarily comprised of increasetployee-related costs and facility
costs. The increase in employee-related costs vimaply attributed to the increase in headcouthte Thcrease in facility costs was primarily
driven by the occupation of our new corporate headgrs in San Rafael, California. We continuentui sales and marketing expense for
Naglazyme and Kuvan as a result of continued expartf our international and U.S. activities, respeely.

Intangible Asset Amortization and Contingent Consition

Intangible asset amortization and contingent canaiibn expense is comprised of amortization oBhepean marketing rights for
Firdapse, changes in the fair value of contingeguasition consideration payable to former stockeo$ of our acquired businesses and
impairment loss (if any) on intangible assets. Gfeann the fair value of contingent acquisition sideration payable result from updates to th
estimated probability of achievement or assumethtimf milestones and adjustments to the discoaribds and rates. Intangible asset
amortization and contingent consideration expenssisted of the following (in millions):

Years Ended December, 3

2013 2012 2011 2013 v. 201 2012 v.0201
Changes in the fair value of contingent acquisition
consideration payab 14.5 8.8 (1.8 5.7 10.€
Amortization of Firdapse European marketing ric $ 3.2 $ 3.2 $ 3.2 $ 0 $ 0
Impairment loss on intangible ass 0.¢ 6.7 0 (5.8 6.7
Total intangible asset amortization and contingent
consideratior $ 18.€ $ 18.7 $ 14 $ (0.7) $ 17.2

The changes in the fair value of the contingentigitipn consideration payable were primarily &itited to changes in the estimated
probability of achieving development milestonesdubgn the current status of the related developpragirams as well as changes in the
discount rate utilized in the fair value calculasoDuring 2013 and 2012, the majority of the clesnglated to the development progress of
BMN 701 and BMN 673.

In the second quarter of 2013, we recorded an immzait charge of $0.9 million related to acquireBR&® assets consisting of pre-
clinical compounds based on the status of curremeldpment efforts and the related discounted fiagfs that no longer supported the
carrying-value of the IPR&D assets.

In the first quarter of 2012, we recorded an impaint charge of $6.7 million related to the U.Sd&pse IPR&D assets based on the
status of business development efforts at the éintethe related discounted cash flows that no losgigported the carrying-value of the
IPR&D assets. The IPR&D assets impaired were agtaativith the marketing rights for Firdapse in th&. See Note 10 to our accompanying
Consolidated Financial Statements for additionstuaision.
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Equity in the Loss of BioMarin/Genzyme LL!

Equity in the loss of BioMarin/Genzyme LLC includesr 50% share of the joint venture’s loss forpleeod. BioMarin/Genzyme LLC's
operations consist primarily of certain researcth development activities and the intellectual propthat are managed by the joint venture,
with costs shared equally by BioMarin and Genzyme.

Equity in the loss of the joint venture totaledItnillion for the year ended December 31, 2013, garad to $1.2 million and $2.4
million for the years ended December 31, 2012 dyd 2respectively.

Interest Income

We invest our cash, short-term and long-term irmests in government and other high credit quakiyusities in order to limit default
and market risk. Interest income totaled $3.1 onillfor the year ended December 31, 2013, compar$d.6 million and $2.9 million for the
years ended December 31 2012 and 2011, respectidayincrease in interest income during 20130aspared to 2012 was primarily due
higher cash and investment balances. The reduictiorerest income during 2012, as compared to 2644 primarily due to lower market
interest rates. We expect future interest incomadease due to the $696.4 million of net procdeata the October 2013 issuance of $750.0
million of senior subordinated convertible notese $lote 5 to our accompanying Consolidated FindBt&ements for additional discussion.

Interest Expense and Debt Conversion Expel

We incur interest expense on our convertible debtaur capital leases. Interest expense consistine dollowing (in millions):

Years Ended December, 3

2013 2012 2011 2013 v. 201 2012 v. 201

Coupon interest $ 4t $ 6.€ $ 74 $ (2.3 $ (0.€)
Amortization of issuance cos 1.1 1.C 1.C 0.1 0
Accretion of discount on convertible noi 4.8 0 0 4.8 0
Total interest expens $ 10. $ 7€ $ 84 $ 2.¢ $ (0.6)

The increase in interest expense in 2013 compar2612 was attributed to the October 2013 issuah&&50.0 million of senior
subordinated convertible notes. In 2013 we recaghdebt conversion expense of $13.0 million, relébethe early conversion of $262.8
million in aggregate principal of the senior subinaded convertible notes due in 2017 Notes (the/ 204tes) in 2013. The decrease in interest
expense in 2012 compared to 2011 was attributéabtearly conversion of $29.2 million in aggregatiecipal of our senior subordinated
convertible notes due in 2013 (the 2013 Notes)ept&nber 2011. In connection with the early corivarsf the 2013 Notes, we recognized
debt conversion expense of $1.9 million in 2011. &pect future interest expense to increase dthet@ctober 2013 issuance of $750.0
million of senior subordinated convertible notes éme accretion of the related debt discount. Sete N to our accompanying Consolidated
Financial Statements for additional discussion.

Provision for (Benefit from) Income Taxe

For the year ended December 31, 2013 we recogaizémcome tax benefit of $0.2 million, compare@toincome tax benefit of $3.9
million in 2012 and income tax expense of $10.dianlduring 2011. Income tax expense for 2013 aditPXxonsisted of state, federal and
foreign current tax expense which was offset bydefl tax benefits from federal orphan drug creditseral R&D credits and California R&D
credits. The
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provisions for 2013 and 2012 were further reducgthk benefit related to stock option exercisesnduthe years ended December 31, 2013
and 2012. Additionally, the American Taxpayer Reefiet of 2012 (the Relief Act), was enacted on Jagw2, 2013, which reinstated the
federal R&D credit retroactively to January 1, 20Raccordance with ASC Topic 74Bcome TaxefASC 740), we accounted for the effects
of change in the tax law in the period that inclittee enactment date of the change, resultingeimebognition of a deferred tax benefit of $
million related to R&D expenses incurred during 2@E a discrete item during the year ended DeceB81het013, which further increased our
income tax benefit for the current period provisidhese discrete benefits were offset by a $1.Bamilncrease in the valuation allowance
related to California net operating losses thabeleve are likely to expire unutilized. See Nofet@ our accompanying Consolidated Finar
Statements for additional discussion of the comptsef our provision for (benefit from) income taxe

The consolidated U.S. GAAP loss includes all of faweign subsidiaries. In accordance with ASC 74@ calculate our provision for
(benefit from) income taxes on an entity-by-enéityd jurisdiction-by-jurisdiction basis as adjusteddifferences between book-basis income
and tax-basis income, which results in certainifprentities being profitable and incurring foreigurrent income tax expense. Certain foreigr
entities incur significant amounts of research dedelopment expense that results in significargdeghat more than offset the income repc
by the profitable foreign entities on a consolidabasis. The majority of these material researchdmvelopment losses are in foreign
jurisdictions that do not have net operating lasyforward provisions that result in deferred &ssets, which results in an effective tax rat
0% on approximately $226.6 million of foreign ness$es. Other foreign operations generated U.S. GiAédine of approximately $3.4 millic
with an effective tax rate of approximately 61%.

Financial Position, Liquidity and Capital Resources

We expect to fund our operations with our net podbdavenues from our commercial products, cashy egsivalents, short-term and
long-term investments supplemented by proceeds &mguity or debt financings and loans or collabemtigreements with corporate partners,
each to the extent necessary. This expectatiom ahange depending on how much we elect to spemdiodevelopment programs, potential
licenses, acquisitions of complementary technokgieoducts and companies or if we elect to saltler a portion of our debt in cash. We will
be highly dependent on our net product revenuepplement our current liquidity and fund our opinas for the foreseeable future. We may
in the future elect to supplement this with furtdebt or equity offerings or commercial borrowiegen after giving effect to our October 2013
offering of senior subordinated convertible notes.

We consider the unrepatriated cumulative earnifgeidain of our foreign subsidiaries to be investedefinitely outside the U.S. As of
December 31, 2013, $86.8 million of our $1,052.4iom balance of cash, cash equivalents and mabletecurities was from foreign
subsidiary operations and is intended to fund fufareign operations. In managing our liquidity deé the U.S., we do not rely on the
unrepatriated earnings as a source of funds arttbwee not provided for U.S. federal or state incdaxes on these undistributed foreign
earnings.

We are mindful that conditions in the current macanomic environment could affect our ability thigwe our goals. Some of the
factors that could affect our business includeufichanges to healthcare reform in the U.S., &ragation or worsening of global economic
conditions, patent expirations of competitive praduand the launch of generic competitors, contimy@vernment pricing pressures
internationally and the potential volatility in fign currency exchange rates. We will continue tmitor these conditions and will adjust our
business processes, as appropriate, to mitigage tieks to our business.

As of December 31, 2013, we had placed $116.5amillh an escrow account for the purchase of theR&dael Corporate Center
(SRCC), which is expected to be completed duriegfitist quarter of 2014. The escrow balance walsiited in Other Assets on our
Consolidated Balance Sheet at December 31, 2013.
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Our financial condition as of the years ended Ddmm31 was as follows (in millions):

2013 2012 2011 2013 v. 201 2012 v. 201
Cash and cash equivalents $ 568.¢ $180.5 $ 46.2 $ 388.: $ 134.:
Shor-term investment 215.¢ 267.: 148.¢ (51.9 118.t
Long-term investment 267. 116.( 94.4 151.5 21.€
Cash, cash equivalents and investm $1,052.« $563.¢ $289.¢ 488.¢ $ 274
Current assel $1,137.« $743.¢ $469.¢ $  394.( $ 273
Current liabilities 183.: 170.¢ 94.1 12.¢ 76.%
Working capital $ 954.1 $573.( $375.7 $ 3811 $ 197«
Convertible deb $ 655.¢ $348.2 $348.: $ 307 $ 0.9

Our cash flows for each of the years ended DeceBibare summarized as follows (in millions):

2013 2012 2011 2013 v. 201 2012 v. 201

Cash and cash equivalents at the beginning ofehieg $ 180: $ 46.2 $ 88.1 $ 134.: $ (419
Net cash provided by (used in) operating activi (59.6€) 17.€ 18.¢ (77.2) (1.2

Net cash used in investing activiti (298.¢) (195.6) (89.6) (203.9 (106.0

Net cash provided by financing activiti 746.7 312.2 29.C 434.5 283.2
Cash and cash equivalents at the end of the p $ 568.¢ $ 180.t $ 46.2 $ 388. $ 134.:
Shor-term and lon-term investment 483.¢ 383.: 243.2 100.: 140.1
Cash, cash equivalents and investm $1,052. $ 563.¢ $289.5 $ 488.¢ $ 274.:

Cash, Cash Equivalents and Investments

The increase in cash, cash equivalents and investrite2013 from December 31, 2012 was primarilsitatted to the net proceeds of
$696.4 million from our October 2013 offering ohg& subordinated convertible notes and employeekstxercises, offset by increases in
cash used in operating activities; purchases gigng, plant and equipment; the acquisition of Zaoh; the purchase of capped calls in
connection with our October 2013 offering of sersnbordinated convertible notes; payments to thedo stockholders of LEAD
Therapeutics, Inc. (LEAD) for the attainment ofliaical milestone and payments to holders of th&72Botes upon early conversion of the
2017 Notes.

Working Capital

Working capital increased by $381.1 million, fromi78.0 million at December 31, 2012 to $954.1 millat December 31, 2013. The
increase in working capital was attributed to thiéofving:

Working capital at December 31, 20 $573.(
Increased cash, cash equivalents and -term investment 336.¢
Maturity of 2013 Notes in March 20: 23.4
Increased accounts payable and accrued liabi (36.2)
Net increase in other current operating as 57.C

Working capital at December 31, 20 $954.1

The increase in cash, cash equivalents and shartiteestments was primarily attributed to the preiceeds of $726.2 million from our
October 2013 offering of senior subordinate conbkrinotes of which
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$29.8 was used to purchase a capped call shamnoptie net proceeds from the convertible noterioilewas partially offset by $59.6 million
of cash used in operating activities, $9.9 millafmet cash payments related to the Zacharon dtigniand $13.0 million paid to certain
holders of the 2017 Notes in connection with thdyezonversion of $262.8 million in aggregate pipad. During 2013 we also received
proceeds of $66.2 million from employee stock ap&xercises.

The net increase in other current operating assetsributed to increases of $33.9 million, $1&i#lion and $8.8 million in inventory,
other current assets, and accounts receivablegetiggly. The increase in inventory was primaritiributed to the capitalization of VIMIZIM
pre-launch inventory. The increase in other curessets is primarily attributed to a $10.0 millinorease in prepaid expenses, a $3.4 million
increase in short-term restricted investments ad8.2 million increase in deferred offering costset by decreases of $3.4 million in other
assets. The increase in accounts receivable iisuaétd to timing.

Our product sales to government-owned or governtfugtdted customers in certain Southern Europeantdesnincluding Greece,
Spain, Italy and Portugal, are subject to paymemhs that are imposed by government authority. Bezthese customers are government-
owned or government-funded, we may be impacteddglirtes in sovereign credit ratings or sovereigiaalés in these countries. A significant
or further decline in sovereign credit ratings afedault in Greece, or in other Southern Europeamtries, may decrease the likelihood that wi
will collect accounts receivable or may increasediscount rates and the length of time until nemiglies are collected, which could result in a
negative impact to our operating results. Histdijoae have not experienced a significant levelin€ollected receivables and have received
continued payments from our more aged accountshéVeve that the allowances for doubtful accouatdtiese countries are adequate based
on our analysis of the specific business circunt&arand expectations of collection for each ofuth@erlying accounts in these countries. A
December 31, 2013, approximately 16% of our outbtenaccounts receivable relate to such count8es.Note 19 of our accompanying
Consolidated Financial Statements for additionstasion. We also sell our products in other caemthat face economic crises and local
currency devaluation. Although we have historicalylected receivables from customers in those t@ms) sustained weakness or further
deterioration of the local economies and curreneiag cause our customers in those countries tomable to pay for our products with the
same negative effect on our operations.

Cash Provided by (Used in) Operating Activities

Cash used in operating activities for the year dridecember 31, 2013 was $59.6 million, comparezhsh provided by operating
activities of $17.6 million for the year ended Dexd®er 31, 2012. The increase in cash used in opgrattivities was primarily related to the
$62.0 million increase in our net loss and a $3&ilBon inventory increase, offset by debt conversexpense of $13.0 million. The increase ir
our net loss is primarily attributed to increasesiearch and development expense related to indreksieal trial activities for our product
candidates PEG PAL, BMN 673 and BMN 701, pre-conuia¢expense for VIMIZIM and increased sales andkmiing expense related to
continued expansion of our international and U i&/iies for Naglazyme and Kuvan, respectively.

Cash provided by operating activities for the yeraded December 31, 2012 was $17.6 million, comp@aredsh provided by operating
activities of $18.8 million for the year ended Dextxer 31, 2011. The decrease in cash provided bnatipg activities was primarily related to
increased research and development expense that tth® increase in our net loss of $114.3 milladjusted for non-cash items such as $45.:
million of depreciation and amortization expen$.3 million of stock-based compensation expeb8€, million of impairment loss on
intangible assets, $8.8 million decrease in theviaiue of contingent acquisition considerationadag, $9.9 million decrease in deferred
income taxes, $6.5 million of unrealized foreigrtieange gain on forward foreign currency exchanggraots and $33.1 million of net cash
inflow related to changes in operating assets mhdlities.

66



Table of Contents
Management’s Discussion and Analysis of Financial @dition and Results of Operations—(Continued)

Cash Used in Investing Activities

Net cash used in investing activities during tharyended December 31, 2013 was $298.8 million coeap® net cash used in investing
activities of $195.6 million and $89.6 million dog the years ended December 31, 2012 and 201katesgy. Our investing activities have
consisted primarily of purchases and sales andritiatuof investments and capital expenditureshagmanufacturing equipment and facility
improvements. The increase in net cash used irsimgeactivities for the year ended December 313208as primarily comprised of a $20.6
million increase in capital expenditures, a $9.8iom increase in business acquisitions and thesdi¢pf $116.5 million in an escrow account
for the purchase of SRCC, offset by an increasetrmaturities of investment securities of $37.9iom. The increase in net cash used in
investing for the year ended December 31, 2012psiagarily comprised of a $210.9 million increasengt purchases of available-for-sale
investments, offset by a $81.0 million decreasgurchases of intellectual property and a $28.6ioniltlecrease in capital expenditures. We
expect to make significant capital investmentstin 8hanbally, Ireland manufacturing facility begimnin 2014 to enable future commercial
manufacturing of our products at the facility.

Cash Provided by Financing Activities

Net cash provided by financing activities for theay ended December 31, 2013 was $746.7 millionpened to net cash provided by
financing activities of $312.2 million and $29.0llioin for the years ended December 31, 2012 and 2@&kpectively. Historically, our
financing activities primarily included payments$ated to our contingent acquisition obligationsympeants related to our convertible debt
obligations and proceeds from employee stock psehander the Employee Stock Purchase Plan (thB)esid employee stock option
exercises. The increase in net cash provided layéimg activities for the year ended December 8132vas primarily attributed to an increase
of $726.2 million in net proceeds from our OctoB6d3 offering of senior subordinated convertibléespoffset by decreased proceeds from
stock option exercises and ESPP contribution of3dllion, increased debt conversion expense 8fGillion and $29.8 million used to
purchase capped calls in connection with our Oct@bé3 offering of senior subordinated convertid¢es. The increase in net cash provided
by financing activities for the year ended Decenef012, was primarily attributed to the June 2pa8lic offering of our common stock
which generated net cash proceeds of $235.5 miléinrincrease of $47.8 million in proceeds fromE®PP and employee stock option
exercises, a $2.2 million decrease in debt conmemxkpense, offset by a $2.5 million increase ynpents of contingent acquisition
consideration.

Other Information

On October 15, 2013, we completed an offering &UF million in aggregate principal of senior sutinated convertible notes
consisting of $375.0 million 0.75% due in OctobBd.& (the 2018 Notes) and $375.0 million 1.50% au@dtober 2020 (the 2020 Notes). The
net proceeds from the offering were $696.4 milliafter deducting commissions and offering expeaseisthe purchase of capped calls. The
2018 Notes and the 2020 Notes were issued at fdoe and accrue interest at annual rates of 0. 7894 &0%, respectively, which is payable
semiannually in arrears on April 15 and Octobepfil8ach year beginning on April 15, 2014. See Notie our accompanying Consolidated
Financial Statements for additional discussion rdigg the 2018 Notes and the 2020 Notes.

In April 2007, we sold approximately $324.9 milliofithe 2017 Notes of which $62.0 million remaimadstanding at December 31,
2013. The debt was issued at face value and h#tarest at the rate of 1.875% per annum, payabté-aenually in cash. During 2013, we
entered into separate agreements with 18 of thetiegiholders of the 2017 Notes pursuant to whiathsholders converted $262.8 million in
aggregate principal of the 2017 Notes into 12.9iomishares of our common stock. In addition taiisg the requisite number of shares of
common stock pursuant to the 2017 Notes, we alsterarying cash payments to each of the holdetajrig
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an aggregate of $14.8 million, of which $13.0 roifliwas recognized as Debt Conversion Expense i€onsolidated Statement of Operations
for the year ended December 31, 2013. The remal(d Notes are convertible, at the option of tbielér, at any time prior to maturity, into
shares of our common stock at a conversion priappfoximately $20.36 per share, subject to adjestim certain circumstances. Our debt
does not contain a call provision and we are unt@bimilaterally redeem the debt prior to matunity2017. We also must repay the debt if tt

is a qualifying change in control or terminationtigfding of our common stock. If a change of cantiezurs, we will pay a make whole
premium by increasing the conversion rate apple#bithe 2017 Notes. See Note 5 to our accompargamgolidated Financial Statements for
additional discussion.

In March 2006, we sold approximately $172.5 millibie 2013 Notes, which fully matured on March 2812 The debt was issued at
face value and bore interest at the rate of 2.5¢apeum, payable semi-annually in cash. The debhdit contain a call provision and we were
unable to unilaterally redeem the remaining delatrgo maturity in March 2013. Upon maturity of tB813 Notes, we issued 1.4 million she
of our common stock pursuant to the terms of thE32@otes and paid a bond holder $98,000 in casthéopar value at maturity. See Note 5 tc
our accompanying Consolidated Financial Statermfentzdditional discussion.

Our $655.6 million of total convertible debt asi¥cember 31, 2013 will impact our liquidity duethe semi-annual cash interest
payments and will further impact our liquidity ifenelect to settle all or portions of the 2018 02@0lotes in cash upon conversion or if the
holders of our 2017 Notes do not convert on orrgodhe scheduled repayments of the debt. Furtiegrending on market conditions, our
financial position and performance and other fag;tare may in the future choose to use a portiaruofcash or cash equivalents to repurchase
our convertible debt or other securities.

On January 4, 2013, we acquired Zacharon, whichsied on developing small molecules targeting pageveé glycan and glycolipid
metabolism, for a net cash upfront payment of $8illflon. In connection with the acquisition, we agd to pay the Zacharon stockholders
additional consideration in future periods of ugiB4.0 million (undiscounted) in milestone paynsahtertain clinical, development and s
milestones are met.

Funding Commitments

We cannot estimate with certainty the cost to cetepany of our product development programs. Aolditily, except as disclosed under
“Overview” above, we cannot precisely estimate the time topbet@ any of our product development programs agrwilve expect to receive
net cash inflows from any of our product developty@pngrams. Please se®fsk Factors”included in Part | Item 1A of this Annual Report on
Form 10-K, for a discussion of the reasons we aseble to estimate such information, and in parsicthe following risk factors:

« If we fail to obtain or maintain regulatory apprdv@a commercially market and sell our drugs, oajfproval is delayed, we will t
unable to generate revenue from the sale of thesdupts, our potential for generating positive cdlglw will be diminished, and
the capital necessary to fund our operations wallibhcreased

« If we are unable to successfully develop and maintenufacturing processes for our drug productproduce sufficient quantitie
at acceptable costs, we may be unable to meet dkfoaour products and lose potential revenue, hadriced margins or be
forced to terminate a progran

« If we fail to compete successfully with respegirtiduct sales, we may be unable to generate sefffisiales to recover our expen
related to the development of a product progranogustify continued marketing of a product and cewvenue could be adversely
affected; anc

« If we do not achieve our projected developmentgathe timeframes we announce and expect, theneotialization of ou
products may be delayed and the credibility of management may be adversely affected and, as ki, m@sustock price ma
decline.
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Our investment in our product development prograntscontinued development of our existing commeépriaducts has a major impact
on our operating performance. Our research anda@vent expenses in each of the three years endeeniber 31 and the period since
inception of the major programs were as followsnitlions):

Since Program

2013 2012 2011 Inception
VIMIZIM $ 82.C $ 97.C $ 54.t $293.¢
Naglazyme 12.t 12.4 10.2 177.%
Kuvan 14.4 14.1 12.€ 155.2
Firdapse 8.7 5.4 11.C 34.4
BMN 673 29.t 11.4 7.4 56.€
BMN 701 45.€ 31.€ 17.t 97.2
BMN 111 15.C 12.1 13.€ 46.¢
BMN 190 13.€ 11.1 1.2 31.t
PEG PAL 54.t 26.7 27.1 167.7
Not allocated to specific major current proje 78.€ 80.4 58.€ Not meaningft
Totals $354.¢ $302.2 $214.¢

We may elect to increase our spending above owercuiong-term plans and consequently we may beélaria achieve our long-term
goals. This may increase our capital requiremémttyding: costs associated with the commerciatizadf our products; additional clinical
trials; investments in the manufacturing of Naghaey Aldurazyme, Kuvan, Firdapse and VIMIZIM; predtial studies and clinical trials for
our other product candidates; potential licensesaher acquisitions of complementary technologiesducts and companies; and general
corporate purposes.

Our future capital requirements will depend on meagjors, including, but not limited to:
« product sales and profitability of Naglazyme, Aldzyme, Kuvan, Firdapse and VIMIZIN
» manufacture, supply or distribution of Naglazyméjukazyme, Kuvan, Firdapse and VIMIZI}

» progress of our product candidates througtreégelatory process and our ability to successftdipnmercialize any such products
that receive regulatory approv

» results of clinical trials, announcements of tedbgal innovations or new products by us or oumpetitors;

* government regulatory action affecting our pretdcandidates or our competitors’ drug productsath the U.S. and non-U.S.
countries;

» developments or disputes concerning patent or @@y rights;

» general market conditions and fluctuations foraheerging growth and pharmaceutical market sec
» economic conditions in the U.S. or abro

» broad market fluctuations in the U.S., the EU oofiner parts of the worlc

» actual or anticipated fluctuations in our operatiegults; anc

» changes in company assessments or financial eeSrbgtsecurities analys
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Management’s Discussion and Analysis of Financial @dition and Results of Operations—(Continued)

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangemieatsite currently material or reasonably likelypéomaterial to our consolidated
financial position or results of operations.

Contractual and Commercial Obligations

We have contractual and commercial obligations unde debt, operating leases and other obligatielaged to research and
development activities, purchase commitments, §esrand sales royalties with annual minimums. ©@notractual obligations for non-
cancelable purchase commitments as of Decemb@038, are presented in the table below (in millions)

Payments Due within

Less
Than 1 More
1-3 35 Than 5
Year Years Years Years Total

2017 Notes and related interest $ 1.2 $ 24 $ 62.€ $ O $ 66.2
2018 Notes and related inter 2.8 5.€ 380.¢ 0 389.(
2020 Notes and related inter: 5.6 11.2 11.2 386.° 414.
Operating lease 10.€ 19.C 16.2 20.2 66.5
Research and development and purchase commit 27.5 8.1 2.8 0 38.2
Total $47.€ $46.2 $473.F $406.¢ $974.2

At December 31, 2013, our operating lease obligatiacluded $35.9 million related to our SRCC lsaséhich will be terminated upon
closing of the SRCC purchase in the first quarfe&20i4.

We are also subject to contingent payments totapproximately $422.2 million as of December 31120wnhich are due upon
achievement of certain regulatory and licensingestdnes if they occur before certain dates indhaé. Of this amount, $56.4 million relates
to programs that are no longer being developed.
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ltem 7A. Quantitative and Qualitative Disclosure Aut Market Risk
Interest Rate Market Ris|

Our exposure to market risk for changes in intengsts relates primarily to our investment pordoBy policy, we place our investments
with highly rated credit issuers and limit the ambaf credit exposure to any one issuer. As statedir investment policy, we seek to improve
the safety and likelihood of preservation of oweisted funds by limiting default risk and markekri

We mitigate default risk by investing in high criegliality securities and by positioning our poriddio respond appropriately to a
significant reduction in a credit rating of any @ment issuer or guarantor. The portfolio incluolely marketable securities with active
secondary or resale markets to ensure portfoliadity.

We have outstanding $62.0 million of 1.875% coritégtsenior notes due 2017, $375.0 million of 0.7&8avertible senior notes due
2018 and $375.0 million of 1.50% convertible semotes due 2020. The interest rates on these amdixed and therefore they do not expos
us to risk related to rising interest rates. At @mber 31, 2013 the fair value of our convertiblbtdeas $1,012.3 million.

In connection with the October 2013 offering of #@18 Notes and the 2020 Notes, we paid $29.8anitlh purchase a capped call
covering 3,982,988 shares of our common stockefger share price of our common stock remainsab®f.15, these capped call
transactions would provide us no benefit in offsgtpotential dilution from the 2018 Notes and #020 Notes. If the per share price of our
common stock exceeds $121.05, then to the extehea#xcess, these capped call transactions wesidtiin additional dilution from
conversion of the 2018 Notes and the 2020 Notes.

As of December 31, 2013, our investment portfoltbrabt include any investments with significant egpre to the subprime mortgage
market issues or the European debt crisis. Basediomvestment portfolio and interest rates atddelger 31, 2013, we believe that a 100 bas|
point decrease in interest rates could resultgotantial loss in fair value of our investment jpalio of approximately $5.6 million. Changes in
interest rates may affect the fair value of ouestment portfolio. However, we will not recognizels gains or losses in our Consolidated
Statement of Operations unless the investmentsaddeor we determine that the decline in the inwestt’s value is other-than-temporary.

The table below presents the carrying value ofoagh and investment portfolio, which approximagesyvalue at December 31, 2013 (in
millions):

Carrying
Value
Cash and cash equivalents $ 568.&
Shor-term investment 215.0*
Long-term investment 267.7**
Total $1,052.¢

* 73% of cash and cash equivalents are invested meynmarket instruments and 27% in ce

**  46% of shor-term investments are invested in corporate dehtrigiexs, 40% in commercial paper and 14% in cexdifes of deposi

***  91% of long-term investments are invested inmarate debt securities, 6% in certificates of dd#pand 3% in U.S. government agency
securities
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Foreign Currency Exchange Rate Risk

We transact business in various foreign currengesarily in Euros, British Pounds and Braziliaedk Accordingly, we are subject to
exposure from movements in foreign currency exchaates of the Euro from sales of our productsuroge and operating expenses in the
United Kingdom, other European countries and Bnahikch are denominated in British Pounds, EurosRedl, respectively.

We hedge a portion of our net position in assetkliabilities denominated in Euros using forwardefign currency exchange contracts.
We also hedge a percentage of our forecasted Eumontinated revenue and operating expenses denedaimaBrazilian Reais with forward
foreign currency exchange contracts. Our hedgidigypts designed to reduce the impact of foreigrrency exchange rate movements. We
mitigate shorterm foreign currency exposure resulting from coesefluctuations by entering into forward foreigmrency exchange contrac
These contracts have maturities of less than 12hmson

As of December 31, 2013, we had forward foreigmeney exchange contracts to sell approximately #iliion Euros and to buy
approximately 36.7 million Euros. As of December 32213, our outstanding forward foreign currencgr@nge contracts had a net fair value
of $2.2 million, of which $59,000 was included ither current assets and $2.2 million was includegicicounts payable and accrued expense
on our accompanying Consolidated Balance Sheets.

We do not use derivative financial instrumentssjpeculative trading purposes, nor do we hedgedoreirrency exchange rate exposure
in a manner that entirely offsets the effects @rajes in foreign currency exchange rates. The equanties to these forward foreign currency
exchange contracts are creditworthy multinatiomahmercial banks, which minimizes the risk of coupaety nonperformance. We currently
do not use financial instruments to hedge operakpenses denominated in local currencies in Eulogtead, we believe that a natural hedge
exists, in that local currency revenue substantiaffisets the local currency operating expensesréyaelarly review our hedging program and
may, as part of this review, make changes to tbgram.

Based on our overall foreign currency exchangeegpmsures at December 31, 2013, we believe theaaaterm 10% fluctuation of the
U.S. dollar exchange rate could result in a potéctiange in the fair value of our foreign curreseysitive assets and investments by
approximately $6.3 million. We expect to enter inew transactions based in foreign currenciesdbald be impacted by changes in exchang
rates.

At December 31, 2013, we had cash of approxim&é@;3 million denominated in foreign currenciesjchirepresented approximately
4% of our total cash and investment portfolio. Agsult, our cash and investment portfolio is scidje limited amounts of foreign currency
exchange rate risk.
Item 8. Financial Statements and Supplementary Data

The information required to be filed in this itepp&ars on pages F-1 to F-77 of this report.

Item 9. Changes in and Disagreements with Accountémon Accounting and Financial Disclosure
None.

Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedur

An evaluation was carried out, under the supermisioand with the participation of our manageméartluding our Chief Executive
Officer and our Chief Financial Officer, of the @ftiveness of our disclosure controls and proced{a® defined in Rules 13a-15(e) and 15d-1
(e) under the Exchange Act as of the end of
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the period covered by this report. Based on théuatian, our Chief Executive Officer and our Chighancial Officer have concluded that our
disclosure controls and procedures are effectivensure that the information required to be disddsy us in the reports we file or submit
under the Exchange Act was recorded, processednatined and reported within the time periods spetiin the SEC'’s rules and forms.

Managemen's Annual Report on Internal Control Over FinanciaReporting

Our management is responsible for establishingnaaidtaining an adequate internal control structure procedures for financial
reporting. Under the supervision of and with theipgation of our management, including our CHisdecutive Officer and our Chief Financ
Officer, our management has assessed the effeeigasf our internal control over financial repagtas defined in Rule 13a-15(f) under the
Exchange Act as of December 31, 2013. Our managésressessment was based on criteria set forthdoZommittee of Sponsoring
Organizations of the Treadway Commission (COSQgriral Control-Integrated Framework (1992).

Based on the COSO criteria, we believe our intecnatrol over financial reporting as of December 3113 was effective.

Our independent registered public accounting fikRMG LLP, has audited the financial statementsudet in this Annual Report on
Form 10-K and has issued a report on the effeatiseinf our internal control over financial repagtihe report of KPMG LLP is incorporated
by reference from Item 8 of this Annual Report amrf 10-K.

Changes in Internal Control Over Financial Reportm

There were no changes in our internal control éwancial reporting during our most recently contptequarter that have materially
affected or are reasonably likely to materiallyeaffour internal control over financial reportiag, defined in Rule 13a-15(f) under the
Exchange Act.

Scope of the Effectiveness of Contre

Our internal control over financial reporting ip@cess designed to provide reasonable assuragaelireg the reliability of financial
reporting and the preparation of financial statetsiéor external purposes in accordance with gelyesatepted accounting principles. Our
internal control over financial reporting includi®se policies and procedures that:

. pertain to the maintenance of records thate@sonable detail, accurately and fairly refleattoansactions and dispositions of our
assets

. provide reasonable assurance that transadi@necorded as necessary to permit preparatibinasfcial statements in accordance
with generally accepted accounting principles, #ad our receipts and expenditures are being malyarmaccordance with
authorizations of our management and our boardre€irs; anc

. provide reasonable assurance regarding preveatitimely detection of unauthorized acquisitiose, or disposition of our assets
that could have a material effect on our finanstatements

Because of its inherent limitations, internal cohtver financial reporting may not prevent or détaisstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdeanaate because of changes in conditions c
that the degree of compliance with the policieprocedures may deteriorate.

Item 9B. Other Information

None
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Part Il

Item 10. Directors, Executive Officers and Corpora¢ Governance

We incorporate information regarding our directesecutive officers and corporate governance iitogection by reference from
sections captioned “Election of Directors” and “Entive Officers” in the proxy statement for our 20dnnual meeting of stockholders.

Item 11. Executive Compensation

We incorporate information regarding executive cemgation into this section by reference from thaige captioned “Executive
Compensation” in the proxy statement for our 20ddual meeting of stockholders.

Item 12. Security Ownership of Certain Beneficial @Qvners and Management and Related Stockholder Matter

We incorporate information regarding security ovehgo of our beneficial owners, management andadlatockholder matters into this
section by reference from the section captioneati8ty Ownership of Certain Beneficial Owners” hretproxy statement for our 2014 annual
meeting of stockholders. We incorporate informatiegarding the securities authorized for issuamzEuour equity compensation plans into
this section by reference from the section captidiuity Compensation Plan Information” in the pystatement for our 2014 annual
meeting of stockholders.

Item 13. Certain Relationships and Related Transa@ns and Director Independence

We incorporate information regarding certain r@laships, related transactions and director indegrecelinto this section by reference
from the section captioned “Transactions with Rela®ersons, Promoters and Certain Control Persoitiseé proxy statement for our 2014
annual meeting of stockholders.

Item 14. Principal Accounting Fees and Services

We incorporate information regarding our principatountant fees and services into this sectiorefgrence from the section captioned
“Independent Registered Public Accounting Firmthe proxy statement for our 2014 annual meetingtafkholders.
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Part IV
Item 15. Exhibits, Financial Statement Schedules
Financial Statements
Page
Reports of Independent Registered Public Accourfting F-1
Consolidated Financial Statements as of Decemhe2@®13 and 2012 and for the three years ended Dwsredd, 2013
Consolidated Balance She: F-3
Consolidated Statements of Operati F-4
Consolidated Statements of Comprehensive Incomss] F-5
Consolidated Statements of Changes in Stockh¢ Equity F-6
Consolidated Statements of Cash Fl¢ F-7
Notes to Consolidated Financial Statem F-8

In accordance with Rule 3-09 of Regulation S-X, ¢henparative unaudited 2013, 2012 and 2011 CoregelidFinancial Statements and
accompanying notes of BioMarin/Genzyme LLC, arediherewith as Exhibit 99.1 to this Annual Reporff@rm 10-K.

Exhibit Index

3.1 Amended and Restated Certificate of Incorporatenamended June 12, 2003, previously filed witltBE€ on June 23, 2003 as
Exhibit 3.1 to the Compars Current Report on Forn-K, which is incorporated herein by referen

3.2 Certificate of Correction to Certificate of Amendmé¢o the Amended and Restated Certificate of lpoation of BioMarin
Pharmaceutical Inc., dated April 4, 2005, previgdigéd with the SEC on April 5, 2005 as Exhibi23o the Company’s Current
Report on Form-K, which is incorporated herein by referen

3.2 Certificate of Amendment to the Amended and Redt@ertificate of Incorporation of BioMarin Pharmatieal Inc. as filed with th
Delaware Secretary of State on October 12, 20@F,qusly filed with the SEC on February 22, 201ZEakibit 3.3 to the Company’
Annual Report on Form -K, which is incorporated herein by referen

3.4 Amended and Restated By-Laws of BioMarin Pharmacaliuinc., previously filed with the SEC on DecemB&, 2010 as Exhibit
3.1 to the Compar's Current Report on Forn-K, which is incorporated herein by referen

4.1 Indenture dated March 29, 2006, by and between BraMPharmaceutical Inc. and Wilmington Trust Compareviously filed
with the SEC on March 29, 2006 as Exhibit 4.1 e @ompany’s Current Report on Form 8-K, which oiporated herein by
reference

4.2 Second Supplemental Indenture, dated April 23, 2097and between BioMarin Pharmaceutical Inc. anlirVkigton Trust

Company, previously filed with the SEC on April 2807 as Exhibit 4.1 to the Company’s Current Repor-orm 8-K, which is
incorporated herein by referen:

4.3 Form of 1.875% Senior Subordinated Convertible Slaokee 2017, previously filed with the SEC on Agfl, 2007 as Exhibit 4.2 to
the Compan’s Current Report on Forn-K, which is incorporated herein by referen
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4.4

4.5

4.6

4.7

4.8

10.1t

10.2t

10.37

10.4t

10.5%

10.6%1

10.7t

10.87

10.97

Indenture, dated October 15, 2013, by and betwéek&in Pharmaceutical Inc. and Wilmington Trusgtldnal Association,
previously filed with the SEC on October 15, 20$3Exhibit 4.1 to the Company’s Current Report om#8-K, which is
incorporated herein by referen:

First Supplemental Indenture, dated October 1532bB¢ and between BioMarin Pharmaceutical Inc. \Afilchington Trust,
National Association, previously filed with the SBE October 15, 2013 as Exhibit 4.2 to the Com’s Current Report on Fol
8-K, which is incorporated herein by referen

Second Supplemental Indenture, dated October 1, 2y and between BioMarin Pharmaceutical Inc.\Afilchington Trust,
National Association, previously filed with the SBE October 15, 2013 as Exhibit 4.3 to the Com’s Current Report on Fol
8-K, which is incorporated herein by referen

Form of 0.75% Senior Subordinated Convertible Noigs 2018, previously filed with the SEC on Octob®gy 2013 as included
in Exhibit 4.2 to the Compar's Current Report on Forn-K, which is incorporated herein by referen

Form of 1.50% Senior Subordinated Convertible Ndigs 2020, previously filed with the SEC on Octobgr 2013 as included
in Exhibit 4.3 to the Compar's Current Report on Forn-K, which is incorporated herein by referen

Form of Indemnification Agreement for Directors aBfficers, previously filed with the SEC on Octoli&, 2010 as Exhibit 10
to the Compar’s Current Report on Forn-K, which is incorporated herein by referen

Amended and Restated Severance Plan and Summarp&aription as originally adopted on January2®D4 and amended
and restated on May 12, 2009 and further amendedemtated on July 29, 2013, previously filed vift SEC on July 31, 2009
as Exhibit 10.1 to the Compé’s Current Report on Forn-K, which is incorporated by reference hert

Amendment to 1997 Stock Plan, as amended, as atibfatech 20, 2002, previously filed with the SECMarch 21, 2002 as
Exhibit 99.1 to the Compa’s Current Report on Forn-K, which is incorporated herein by referen

Amendment No. 2 to 1997 Stock Plan, as adopted 342004, previously filed with the SEC on Augus2004 as Exhibit 10.1
to the Compar’s Quarterly Report on Form -Q, which is incorporated herein by referer

1998 Director Option Plan and forms of agreememgsetunder, previously filed with the SEC on May 899 as Exhibit 10.3 to
the Compan’s Registration Statement on For-1 (Registration No. 3:-77701), which is incorporated herein by referel

Amendment to 1998 Director Plan as adopted Mar¢t2@63 previously filed with the SEC on May 15, 3@ Exhibit 10.1 to
the Compan’s Quarterly Report on Form -Q, which is incorporated herein by referer

Amendment No. 2 to 1998 Director Option Plan, aspaed June 12, 2003 and July 21, 2003, previolislg With the SEC on
August 12, 2003 as Exhibit 10.1 to the Comy's Quarterly report on Form -Q, which is incorporated herein by referer

Amendment No. 3 to 1998 Director Option Plan, aspaeld May 5, 2004, previously filed with the SECAugust 9, 2004 as
Exhibit 10.2 to the Compa’s Quarterly Report on Form -Q, which is incorporated herein by referer

Amended and Restated 2006 Employee Stock Purchasea® adopted on June 21, 2006, previously filigl the SEC on
August 3, 2006 as Exhibit 10.3 to the Com(’s Quarterly Report on Form -Q, which is incorporated herein by referer
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10.10t

10.11¢t

10.12t

10.13f

10.14t

10.15t

10.161

10.17t

10.18

10.19

10.20

10.21

Amended and Restated BioMarin Pharmaceutical 086 Share Incentive Plan adopted on May 12, 20d8nsended on
March 28, 2013, previously filed with the SEC onyM&b, 2013 as Exhibit 10.1 to the Company’s Curfeport on Form 8-K,
which is incorporated herein by referen

Amended and Restated BioMarin Pharmaceutical leaighalified Deferred Compensation Plan, as adoptedecember 1,
2005 and as amended and restated on January 1,[@@9®usly filed with the SEC on December 23,2@8 Exhibit 10.8 to
the Compan’s Current Report oForm ¢-K, which is incorporated herein by referen

Summary of Bonus Plan, previously filed with theCS@&n February 27, 2009 as Exhibit 10.33 to the Camg{s Annual Report
on Form 1K, which is incorporated herein by referen

Amended and Restated Employment Agreement with-Jaagques Bienaimé dated January 1, 2009 previdilesiywith the
Commission on December 23, 2008, as Exhibit 10thédCompany’s Current Report on Form 8-K, whicimrporated
herein by referenct

Amended and Restated Employment Agreement with Rébd3affi dated January 1, 2009 previously fikwith the SEC on
December 23, 2008, as Exhibit 10.3 to the Com’s Current Report on Forn-K, which is incorporated herein by referen

Amended and Restated Employment Agreement withri@.[Bavis dated January 1, 2009, previously filathwhe SEC on
December 23, 2008 as Exhibit 10.6 to the Com’s Current Report on Forn-K, which is incorporated herein by referen

Amended and Restated Employment Agreement with Méokd dated January 1, 2009 previously filed with EC on
December 23, 2008 as Exhibit 10.7 to the Com’s Current Report on Forn-K, which is incorporated herein by referen

Employment Agreement with Henry Fuchs, dated Mai@h2009, previously filed with the SEC on March 2809 as Exhibit
10.1 to the Compar's Current Report on Forn-K, which is incorporated herein by referen

Grant Terms and Conditions Agreement between BidgiVRinarmaceutical Inc. and Harbor-UCLA ResearchEahgcation
Institute dated April 1, 1997, as amended, pre\iofied with the SEC on July 21, 1999 as Exhilit 17 to the Company’s
Amendment No. 3 to Registration Statement on Forin(Registration No. 333-77701), which is incorgetaherein by
reference. The SEC has granted confidential treatmigh respect to certain portions of this exhiimitted portions have be
filed separately with the SE!

License Agreement dated July 30, 2004, between BiroMPharmaceutical Inc. and Daiichi Suntory Pha@oa Ltd., as
amended by Amendment No. 1 to License Agreemeetdddbvember 19, 2004, previously filed with the S&ECMarch 16,
2005 as Exhibit 10.25 to the Company’s Annual ReporForm 10-K, which is incorporated herein byerehce. The SEC has
granted confidential treatment with respect toaiarportions of this exhibit. Omitted portions haheen filed separately with
the SEC

Development, License and Commercialization Agredrdated May 13, 2005, between BioMarin Pharmacaubie. and Are!
Trading S.A., previously filed with the SEC on Jély2005 as Exhibit 10.1 to the Company’s Curregpdtt on Form 8-K/A,
which is incorporated herein by reference. The 8B€granted confidential treatment with respecettain portions of this
exhibit. Omitted portions have been filed sepayatéth the SEC

Operating Agreement with Genzyme Corporation, pnesify filed with the SEC on July 6, 1999 as Exhiti)it30 to the
Company’s Amendment No. 2 to Registration Staternarfform S-1 (Registration No. 333-77701), whicm&orporated
herein by referenct
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10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30

License Agreement between BioMarin Pharmaceutizaldnd Women’s and Children’s Hospital dated Fatyr i, 2007,
previously filed with the SEC on May 3, 2007 as bkh10.7 to the Company’s Quarterly Report on FA®Q, which is
incorporated herein by reference. The SEC has eplastnfidential treatment with respect to certairtipns of this exhibit.
Omitted portions have been filed separately with$fEC.

Asset Purchase Agreement dated November 30, 29Xndbetween a wholly owned subsidiary of BioM&hmarmaceutical
Inc. and SA Pathology, a unit of the Central Addtaliocal Health Network, previously filed with t&&C on February 22, 2012
as Exhibit 10.25 to the Compé' s Annual Report on Form -K, which is incorporated herein by referen

Manufacturing, Marketing and Sales Agreement datedf January 1, 2008, by and among BioMarin Pheentacal Inc.,
Genzyme Corporation and BioMarin/Genzyme LLC prasly filed with the SEC on February 28, 2008 asikixi10.30 to the
Company’s Annual Report on Form 10-K, which is irpmrated herein by reference. The SEC has gramtefilential treatment
with respect to certain portions of this exhibimifted portions have been filed separately withShe.

Amended and Restated Collaboration Agreement deted January 1, 2008, by and among BioMarin Pheenitécal Inc.,
Genzyme Corporation and BioMarin/Genzyme LLC praslg filed with the SEC on February 28, 2008 asikix/10.31 to the
Company’s Annual Report on Form 10-K, which is impmrated herein by reference. The SEC has gramatefilential treatment
with respect to certain portions of this exhibitn{ited portions have been filed separately withSE.

Members Agreement dated as of January 1, 2008 dhyamrong BioMarin Pharmaceutical Inc., Genzyme Cafian, BioMarin
Genetics Inc., and BioMarin/Genzyme LLC previou#ligd with the SEC on February 28, 2008 as ExHibi32 to the
Company’s Annual Report on Form 10-K, which is irpmrated herein by reference. The SEC has gramteiilential treatment
with respect to certain portions of this exhibimifted portions have been filed separately withShe.

Stock Purchase Agreement by and among BioMarinrR&aeutical Inc., and LEAD Therapeutics Inc. andstoekholders of
LEAD Therapeutics, Inc. dated February 4, 2010vipiesly filed with the SEC on May 3, 2010 as Exhilf.1 to the Compang’
Quarterly Report on Form 10-Q, which is incorpodaterein by reference. The SEC has granted corfadéreatment with
respect to certain portions of this exhibit. Ondtfrtions have been filed separately with the £

Stock Purchase Agreement by and between BioMaramrRéaceutical Inc., Huxley Pharmaceuticals, Incd, #e stockholders of
Huxley Pharmaceuticals, Inc., dated October 2092pfeviously filed with the SEC on February 261@@&s Exhibit 10.37 to tt
Company’s Annual Report on Form 10-K, which is irpmrated herein by reference. The SEC has gramtefilential treatment
with respect to certain portions of this exhibimifted portions have been filed separately withShe.

First Amendment to Stock Purchase Agreement effe@s of March 26, 2010, that amends that certmick3?urchase
Agreement, dated as of October 20, 2009 by and grB@Marin Pharmaceutical Inc. and Huxley Pharmécals, Inc. and the
stockholders of Huxley previously filed with the SBn August 4, 2010 as Exhibit 10.1 to the Compai@uarterly Report on
Form 10Q, which is incorporated herein by reference. TRE $as granted confidential treatment with respeecertain portion
of this exhibit. Omitted portions have been filegharately with the SE(

Securities Purchase Agreement dated August 17, B9 Hhd among BioMarin Pharmaceutical Inc., ZySteerapeutics Inc., tt
holders of outstanding capital stock and rightadquire capital stock of ZyStor Therapeutics Imd &eorge G. Arida, as the
representative of such holders, previously filethwiie SEC on August 23, 2010 as Exhibit 2.1 toGbenpany’s Current Report
on Form 8-K, which is incorporated by referencesiverThe SEC has granted confidential treatmertt veispect to certain
portions of this exhibit. Omitted portions have bédiéed separately with the SE!
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10.31

10.32

10.33

10.34t

10.35t

10.361

10.37t

10.38t

10.39t

10.40t

10.41t

10.42t

10.43t

Asset Purchase Agreement dated June 22, 2011 beBiellarin Manufacturing Ireland Limited and PfiZBiotechnology

Ireland, previously filed with the SEC on AugusPD]11 as Exhibit 10.1 to the Company’s Quarterlpdteon Form 10-Q,

which is incorporated herein by reference. The 8BE€granted confidential treatment with respecettain portions of this
exhibit. Omitted portions have been filed sepayatéth the SEC

Lease Agreement entered into on January 6, 2012eketBioMarin Pharmaceutical Inc. and SR CorpoCaeter Phase Two,
LLC for 770 Lindaro Street, San Rafael, CA, prewglguiled with the SEC on February 22, 2012 as BitHi0.34 to the
Compan’s Annual Report on Form -K, which is incorporated herein by referen

Lease Agreement entered into on January 6, 2032=ketBioMarin Pharmaceutical Inc. and SR CorpoCaeter Phase Two,
LLC for 790 Lindaro Street, San Rafael, CA, prewlyuiled with the SEC on February 22, 2012 as BiHi0.35 to the
Compan’s Annual Report on Form -K, which is incorporated herein by referen

Employment Agreement with Daniel Spiegelman datex I8, 2012, previously filed with the SEC on May2012 as Exhibit
10.1 to the Compar's Current Report on Forn-K, which is incorporated herein by referen

Amendment No. 1 to Employment Agreement with RoBeBaffi dated May 8, 2012, previously filed withe SEC on May ¢
2012 as Exhibit 10.4 to the Compi’'s Current Report on Forn-K, which is incorporated herein by referen

Amendment No. 1 to Employment Agreement with GcExavis dated May 8, 2012, previously filed witle tBEC on May 9,
2012 as Exhibit 10.5 to the Compi’'s Current Report on For8-K, which is incorporated herein by referen

Amendment No. 1 to Employment Agreement with Hehrffuchs dated May 8, 2012, previously filed wite SEC on May 9,
2012 as Exhibit 10.6 to the Compi’'s Current Report on Forn-K, which is incorporated herein by referen

Amendment No. 1 to Employment Agreement with Markddf dated May 8, 2012, previously filed with theCS&n May 9,
2012 as Exhibit 10.7 to the Compi’'s Current Report on For8-K, which is incorporated herein by referen

Amendment No. 2 to Employment Agreement with RoBeBaffi dated May 24, 2012, previously filed withhe SEC on May
24, 2012 as Exhibit 10.1 to the Comp’s Current Report on Forn-K, which is incorporated herein by referen

Amendment No. 2 to Employment Agreement with Hehrifuchs dated May 24, 2012, previously filed wiith SEC on May
24, 2012 as Exhibit 10.2 to the Comp’s Current Report on Forn-K, which is incorporated herein by referen

BioMarin Pharmaceutical Inc 2012 Inducement Plaiopéed May 8, 2012, previously filed with the SECMay 9, 2012 as
Exhibit 10.2 to the Compa’s Current Report on Forn-K, which is incorporated herein by referen

First Amendment to Stock Purchase Agreement dagbduary 4, 2010 by and among BioMarin Pharmacduticaand LEAD

Therapeutics, Inc. and the Stockholders of LEADrapeutics dated April 13, 2012, previously filedmihe SEC on August .
2012 as Exhibit 10.10 to the Company’s Quarterlpdteon Form 10-Q, which is incorporated hereirrdéfgrence. The SEC

has granted confidential treatment with respecettain portions of this exhibit. Omitted portidmsve been filed separately

with the SEC

Form of Stock Option Agreement for the BioMarin Bhaceutical Inc. 2006 Share Incentive Plan. (As Adsel and Restated
2010), previously filed with the SEC on August Q12 as Exhibit 10.11 to the Company’s Quarterly&epn Form 10-Q,
which is incorporated herein by referen
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10.52t

10.53t

10.54%

10.55

10.56

10.57

Form of Restricted Stock Unit Agreement for the Bayin Pharmaceutical 2006 Share Incentive Plan.Ad&nded and
Restated 2010), previously filed with the SEC orgést 2, 2012 as Exhibit 10.12 to the Company’s @ulgrReport on Form
1C-Q, which is incorporated herein by referer

Form of Stock Option Agreement for the BioMarin Bhaceutical Inc. 2012 Inducement Plan, previouisbgfwith the SEC o
August 2, 2012 as Exhibit 10.13 to the Com|'s Quarterly Report on Form -Q, which is incorporated herein by referer

Form of Restricted Stock Unit Agreement for theBarin Pharmaceutical Inc. 2012 Inducement Planyiptesly filed with the
SEC on August 2, 2012 as Exhibit 10.14 to the CamijsaQuarterly Report on Form 10-Q, which is inamated herein by
reference

Employment Agreement with Jeffrey R. Ajer datedt8efber 5, 2012, previously filed with the SEC opt8eber 5, 2012 as
Exhibit 10.1 to the Compa’s Current Report on Forn-K, which is incorporated herein by referen

Amendment No. 1 to Employment Agreement with DaBigiegelman dated December 17, 2012, previous filith the SEC
on December 18, 2012 as Exhibit 10.1 to the Comga@yrrent Report on Form 8-K, which is incorpochterein by
reference

Amendment No. 1 to Amended and Restated Employigrégement with Jean-Jacques Bienaimé dated Deceliib@012,
previously filed with the SEC on December 18, 26$Zxhibit 10.2 to the Company’s Current ReporEorm 8-K, which is
incorporated herein by referen:

Amendment No. 1 to Employment Agreement with Jgffer Ajer dated December 17, 2012, previously fikth the SEC on
December 18, 2012 as Exhibit 10.3 to the Com’s Current Report on Forn-K, which is incorporated herein by referen

Amendment No. 3 to Employment Agreement with RoBeBaffi dated December 17, 2012, previously fileith the SEC on
December 18, 2012 as Exhibit 10.4 to the Com’s Current Report on Forn-K, which is incorporated herein by referen

Amendment No. 3 to Employment Agreement with Hehrifuchs dated December 17, 2012, previously filigd the SEC on
December 18, 2012 as Exhibit 10.5 to the Com’s Current Report on Forn-K, which is incorporated herein by referen

Amendment No. 2 to Employment Agreement with GcEravis dated December 17, 2012, previously filéth the SEC on
December 18, 2012 as Exhibit 10.6 to the Com’s Current Report on Forn-K, which is incorporated herein by referen

Amendment No. 2 to Employment Agreement with Markdll dated December 17, 2012, previously filed withnSEC on
December 18, 2012 as Exhibit 10.7 to the Com’s Current Report on Forn-K, which is incorporated herein by referen

Second Amendment to Stock Purchase Agreement isBeOttober 26, 2012 by and among BioMarin Pharméca Inc. and
Huxley Pharmaceuticals, Inc. and the former stolddrs of Huxley, previously filed with the SEC oalffuary 26, 2013 as
Exhibit 10.60 to the Company’s Annual Report onrRdi0-K, which is incorporated herein by referenidee SEC has granted
confidential treatment with respect to certain pm$ of this exhibit. Omitted portions have bedediseparately with the SE

Capped Call Confirmation for the 2018 Notes, d&detbber 8, 2013, between BioMarin Pharmaceutioal and Bank of
America, N.A., previously filed with the SEC on ©ber 11, 2013 as Exhibit 10.1 to the Company’s €nirReport on Form 8-
K, which is incorporated herein by referen

Capped Call Confirmation for the 2020 Notes, dd&detbber 8, 2013, between BioMarin Pharmaceutioaldnd Bank of
America, N.A., previously filed with the SEC on ©ber 11, 2013 as Exhibit 10.2 to the Company’s €nirReport on Form 8-
K, which is incorporated herein by referen
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10.58

10.59

10.60

10.61

10.62

10.63

10.64

10.65

10.66

10.67

10.68°

21.1*

Capped Call Confirmation for the 2018 Notes, dd@etbber 8, 2013, between BioMarin Pharmaceutioal dnd Morgan
Stanley & Co. LLC, previously filed with the SEC Qretober 11, 2013 as Exhibit 10.3 to the Compa@yigent Report on
Form &K, which is incorporated herein by referen

Capped Call Confirmation for the 2020 Notes, d&etbber 8, 2013, between BioMarin Pharmaceutioal and Morgan
Stanley & Co. LLC, previously filed with the SEC @ttober 11, 2013 as Exhibit 10.4 to the Compafyisrent Report on
Form &K, which is incorporated herein by referen

Capped Call Confirmation for the 2018 Notes, dd&detbber 8, 2013, between BioMarin Pharmaceutioal dnd Barclays Bar
PLC, previously filed with the SEC on October 1012 as Exhibit 10.5 to the Company’s Current ReporForm 8-K, which
is incorporated herein by referen

Capped Call Confirmation for the 2020 Notes, dd&etbber 8, 2013, between BioMarin Pharmaceutioal dnd Barclays Bar
PLC, previously filed with the SEC on October 1012 as Exhibit 10.6 to the Company’s Current ReporForm 8-K, which
is incorporated herein by referen

Additional Capped Call Confirmation for the 2018tbls dated October 9, 2013, between BioMarin Pheeotical Inc. and
Bank of America, N.A., previously filed with the S8Eon October 11, 2013 as Exhibit 10.7 to the ComisaGurrent Report on
Form €K, which is incorporated herein by referen

Additional Capped Call Confirmation for the 2020tbis, dated October 9, 2013, between BioMarin Pheentecal Inc. and
Bank of America, N.A., previously filed with the 8Ebn October 11, 2013 as Exhibit 10.8 to the Comijsa@urrent Report on
Form €K, which is incorporated herein by referen

Additional Capped Call Confirmation for the 2018tbls dated October 9, 2013, between BioMarin Pheeotical Inc. and
Morgan Stanley & Co. LLC, previously filed with tl8EC on October 11, 2013 as Exhibit 10.9 to the @omg’'s Current
Report on Form-K, which is incorporated herein by referen

Additional Capped Call Confirmation for the 2020tbls dated October 9, 2013, between BioMarin Pheeotical Inc. and
Morgan Stanley & Co. LLC, previously filed with ti8EC on October 11, 2013 as Exhibit 10.10 to the@amy’s Current
Report on Form-K, which is incorporated herein by referen

Additional Capped Call Confirmation for the 2018this, dated October 9, 2013, between BioMarin Pheentecal Inc. and
Barclays Bank PLC, previously filed with the SEC@©@atober 11, 2013 as Exhibit 10.11 to the Compa@yigent Report on
Form &K, which is incorporated herein by referen

Additional Capped Call Confirmation for the 2020tbls dated October 9, 2013, between BioMarin Pheeotical Inc. and
Barclays Bank PLC, previously filed with the SEC®@atober 11, 2013 as Exhibit 10.12 to the Compa@yigent Report on
Form &K, which is incorporated herein by referen

Contract of Purchase and Sale and Joint Escrovwbigins, dated December 17, 2013, for the SandR@farporate Center, by
and among BioMarin Pharmaceutical Inc., throughvitelly-owned subsidiary, California Corporate GerAcquisition, LLC,
SR Corporate Center Phase One, LLC, and SR CogpGeatter Phase Tw

Subsidiaries of BioMarin Pharmaceutical |
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23.1*
24.1*
31.1*

31.2*

32.1*

99.1*

101.INS
101.SCH
101.CAL
101.DEF
101.LAB
101.PREXBRL

Filed herewitr

Consent of KPMG LLP, Independent Registered Pukdicounting Firm for BioMarin Pharmaceutical Ir
Power of Attorney (Included in Signature Pa

Certification of Chief Executive Officer pursuantRules 13a-14(a)/15d-14(a) of the Securities EnghaAct of
1934, as amende

Certification of Chief Financial Officer pursuaot Rules 13a-14(a)/1584(a) of the Securities Exchange Act of 1¢
as amendec

Certification of Chief Executive Officer and Chiginancial Officer pursuant to 18 U.S.C. Section@,3%s adopted
pursuant to Section 906 of the Sarbanes-Oxley A2002. This Certification accompanies this reort shall not,
except to the extent required by the Sarbadeley Act of 2002, be deemed filed for purpose§18 of the Securitie
Exchange Act of 1934, as amend

BioMarin/Genzyme LLC Consolidated Financial Stateteeas of December 31, 2013 and 2012, and fohtiee t
years ended December 31, 20

XBRL Instance Documert

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Documi
XBRL Taxonomy Extension Definition Linkba:
XBRL Taxonomy Extension Labels Linkbase Docunr

Taxonomy Extension Presentation Link Docunr

T Management contract or compensatory plan or arraagt
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&i(the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, thereduty authorized.

BIOMARIN PHARMACEUTICAL INC.

Dated: February 26, 2014 By: IS/ _DANIEL SPIEGELMAN
Daniel Spiegelmar
Executive Vice President and Chief Financial Office
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POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each pemsbose sighature appears below constitutes anargpplean-Jacques
Bienaimé and Daniel Spiegelman, his or her attoinedwct, with the power of substitution, for him leer in any and all capacities, to sign any
amendments to the Report on Form 10-K and tolidesame, with exhibits thereto and other documartgennection therewith, with the
Securities and Exchange Commission, hereby ratjfgimd confirming all that each of said attorneysaict, or his substitute or substitutes, may
do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities &xgl Act of 1934, this report has been signed bbélpthe following persons on behalf
of the registrant and in the capacities and ord#tes indicated:

Signature Title Date
IS/ JEAN-JACQUES BIENAIME Chief Executive Officer February 26, 201
Jean-Jacques Bienaimé (Principal Executive Officer)

/S DANIEL SPIEGELMAN Executive Vice President and February 26, 201

Daniel Spiegelman Chief Financial Officer (Principal Financial
Officer)
/S/ BRIAN R. MUELLER Vice President, Corporate Controller February 26, 201
Brian R. Mueller and Chief Accounting Officer

(Principal Accounting Officer

/SI  PIERRE LAPALME Chairman and Director February 26, 201
Pierre LaPalme
/S/  KENNETH BATE Director February 26, 201
Kenneth Bate
/S MICHAEL G. GREY Director February 26, 201
Michael G. Grey
/S/  ELAINE HERON Director February 26, 201
Elaine Heron
/SI V. BRYAN LAWLIS Director February 26, 201
V. Bryan Lawlis
/S/ ALAN J. LEWIS Director February 26, 201
Alan J. Lewis
/S RICHARD A. MEIER Director February 26, 201
Richard A. Meier
IS/ WILLIAM YOUNG Director February 26, 201
William Young
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
BioMarin Pharmaceutical Inc.:

We have audited the accompanying consolidated balsimeets of BioMarin Pharmaceutical Inc. and slidr$és (the Company) as of
December 31, 2013 and 2012, and the related cdasedl statements of operations, comprehensivedtiskholders’ equity, and cash flows
for each of the years in the three-year period émacember 31, 2013. These consolidated finanGtdments are the responsibility of the
Company’s management. Our responsibility is to egpran opinion on these consolidated financiatistants based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamBioUnited States). Those standard:
require that we plan and perform the audit to ebtagsonable assurance about whether the finataiaiments 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 managenenelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetegrferred to above present fairly, in all matenégpects, the financial position of BioMarin
Pharmaceutical Inc. and subsidiaries as of DeceBibe2013 and 2012, and the results of their ofpersiand their cash flows for each of the
years in thehree-year period ended December 31, 2013, in canitfipwith U.S. generally accepted accounting pptes.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), BioMarin
Pharmaceutical Inc. and subsidiaries’ internal dmver financial reporting as of December 31,20ased on criteria establishedniternal
Control—Integrated Framework (19923sued by the Committee of Sponsoring Organizatafrthe Treadway Commission (COSO), and our
report dated February 25, 2014 expressed an ufigdadipinion on the effectiveness of the Compaimytsrnal control over financial reporting.

/sl KPMG LLP

San Francisco, California
February 26, 2014
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
BioMarin Pharmaceutical Inc.:

We have audited BioMarin Pharmaceutical Inc. arabiliaries’ (the Company) internal control overaficial reporting as of December 31,
2013, based on criteria establishedniternal Control—Integrated Framework (1998sued by the Committee of Sponsoring Organizatafn
the Treadway Commission (COSO). The Company’s mamagt is responsible for maintaining effective ingg control over financial
reporting and for its assessment of the effectissmd internal control over financial reportingclided in the accompanying Management'’s
Annual Report on Internal Control Over FinanciapBeing in Item 9A. Our responsibility is to expsesn opinion on the Company’s internal
control over financial reporting based on our audit

We conducted our audit in accordance with the staigdof the Public Company Accounting OversightriBq&nited States). Those standards
require that we plan and perform the audit to sbtaasonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal corix@r financial reporting, assessing the risk
that a material weakness exists, and testing aald&ing the design and operating effectivenesstefnal control based on the assessed risk.
Our audit also included performing such other pdoces as we considered necessary in the circunestave believe that our audit provides a
reasonable basis for our opinion.

A company'’s internal control over financial repodiis a process designed to provide reasonableamesuregarding the reliability of financial
reporting and the preparation of financial statets:iéor external purposes in accordance with gelyesatepted accounting principles. A
company’s internal control over financial reportingludes those policies and procedures that (ftajmeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetsofdmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatg@aparation of financial statements in accor@awith 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 reasanabsurance regarding prevention or timely detectfainauthorized acquisition, use, or
disposition of the company’s assets that could lzaneterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @etaisstatements. Also, projections of any
evaluation of effectiveness to future periods agject to the risk that controls may become inadegjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, the Company maintained, in all maleespects, effective internal control over fin&l reporting as of December 31, 2013,
based on criteria establishedimernal Control—Integrated Framework (199%sued by the Committee of Sponsoring Organizatafrthe
Treadway Commission.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the consolidated
balance sheets of BioMarin Pharmaceutical Inc.sudxs$idiaries as of December 31, 2013 and 2012thencklated consolidated statements of
operations, comprehensive loss, stockholders’ ggaiitd cash flows for each of the years in theettymar period ended December 31, 2013,
and our report dated February 25, 2014 expressed@urelified opinion on those consolidated finahstatements.

/sl KPMG LLP

San Francisco, California
February 26, 2014
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BIOMARIN PHARMACEUTICAL INC.

CONSOLIDATED BALANCE SHEETS
December 31, 2013 and 2012
(In thousands of U.S. dollars, except per share amats)

December 31

December 31

2013 2012
ASSETS
Current assett
Cash and cash equivalel $ 568,78: $ 180,52
Shor-term investment 215,94 267,27¢
Accounts receivable, net (allowance for doubtfdamts: $529 and $348, respective 117,82: 109,06¢
Inventory 162,60! 128,69!
Current deferred tax asst 30,56: 32,35¢
Other current asse 41,70° 25,50¢
Total current asse 1,137,41. 743,43:
Noncurrent asset
Investment in BioMarin/Genzyme LL 81€ 1,08(
Long-term investment 267,70( 115,99:
Property, plant and equipment, | 319,31t 284,47
Intangible assets, n 163,14 162,98(
Goodwill 54,25¢ 51,54!
Long-term deferred tax asse 150,39: 189,30:
Other asset 156,17: 19,54
Total asset $2,249,21 $1,568,34
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payable and accrued liabilit $ 183,27: $ 147,06t
Convertible deb 0 23,36!
Total current liabilities 183,27: 170,43:
Noncurrent liabilities
Long-term convertible dek 655,56¢ 324,85¢
Long-term contingent acquisition consideration pay: 30,79( 30,61¢
Other lon¢-term liabilities 38,54¢ 26,67
Total liabilities 908,17t 552,58«
Stockholder' equity:
Common stock, $0.001 par value: 250,000,000 steardmrized at December 31, 2013 and 2012:
143,463,668 and 125,809,162 shares issued anduaditsg) at December 31, 2013 and 2012,
respectively 144 12¢€
Additional paic¢in capital 2,059,10. 1,561,89
Company common stock held by Nonqualified Defe@ednpensation Pla (7,42)) (6,609
Accumulated other comprehensive income (I 5,01¢ (202)
Accumulated defici (715,80) (539,449
Total stockholder equity 1,341,04 1,015,76.
Total liabilities and stockholde’ equity $2,249,21 $1,568,34

The accompanying notes are an integral part ottEmsolidated Financial Statements.

F-3



Table of Contents

BIOMARIN PHARMACEUTICAL INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
Years Ended December 31, 2013, 2012 and 2011
(In thousands of U.S. dollars, except per share amats)

2013 2012 2011
REVENUES:
Net product revenue $538,36( $496,49° $437,64
Collaborative agreement revent 3,91¢ 1,95¢ 46¢
Royalty and license revenu 6,207 2,271 3,24:
Total revenue 548,48! 500,72: 441,35t
OPERATING EXPENSES:
Cost of sales (excludes amortization of certairuaed intangible asset 95,74 91,83( 84,02
Research and developm 354,78( 302,21¢ 214,37:
Selling, general and administrati 235,35¢ 198,17: 175,42:
Intangible asset amortization and contingent caraiibn 18,61 18,71° 1,42¢
Total operating expens 704,49 610,93¢ 475,24¢
LOSS FROM OPERATIONS (156,00 (110,219 (33,890
Equity in the loss of BioMarin/Genzyme LL (1,149 (1,22)) (2,42¢)
Interest incomt 3,08: 2,58¢ 2,93¢
Interest expens (10,44 (7,639 (8,409
Debt conversion expen: (12,965 0 (1,89¢)
Other income (expens 982 (1,787%) 60
LOSS BEFORE INCOME TAXES (176,509 (118,279 (43,62))
Provision for (benefit from) income tax (150 (3,93)) 10,20¢
NET LOSS $(176,35) $(114,34) $(53,83¢)
NET LOSS PER SHARE, BASIC AND DILUTED $ (128 $ (099 $ (049
Weighted average common shares outstanding, badidited 137,75 120,27: 112,12.

The accompanying notes are an integral part oket@Emsolidated Financial Statements.
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BIOMARIN PHARMACEUTICAL INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
Years Ended December 31, 2013, 2012 and 2011
(In thousands of U.S. dollars, except per share amats)

2013 2012 2011
NET LOSS $(176,35) $(114,34) $(53,83¢)
OTHER COMPREHENSIVE INCOME (LOSS):
Net foreign currency gain (los 361 (301) 6
Available-for-sale securities
Unrealized holding gain (loss) arising during tlegipd, net of tax impact of $(3,537),
$(140) and $229 for the years ended December 3B,2012 and 2011, respective 6,27¢ 38¢ (50¢)
Reclassifications to net income (loss), net ofitagact of $1, $40 and $(12) for the years
ended December 31, 2013, 2012 and 2011, respscl (1) (110 27
Net Change 6,27¢ 27¢ (4817)

Cash flow hedge:
Unrealized holding gain (loss) arising during ttegipd, net of tax impact of $789, $5,11<

(8,749) 8,16:

(3,689 2,98¢

(5,066) 5,17+

(5,089) 4,69¢

and $(4,500) and for the years ended December@@B, 2012 and 2011, respective (1,36€)
Less reclassifications to net income (loss), neéawfimpact of $28, $(2,153), and $1,648
the years ended December 31, 2013, 2012 and 28ddeatively 49
Net Change (1,415)
OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAX 5,22(
COMPREHENSIVE LOSS $(171,13)

$(119,43)  $(49,13)

The accompanying notes are an integral part oket@@msolidated Financial Statements.
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Years Ended December 31, 2013, 2012 and 2011 (Imtisands of U.S. dollars and share amounts in thousas)

Balance at December 31, 2010

Net loss

Other comprehensive incor

Issuance of common stock under Employee S
Purchase Plan (ESP

Exercise of common stock optio

Excess tax benefit from stock option exerc

Conversion of convertible not

Restricted stock vested during the period,

Common stock held by Nonqualified Defer
Compensation Pla

Stocl-based compensatic

Balance at December 31, 2C

Net loss

Other comprehensive lo

Issuance of common stock, net of offering ci

Issuance of common stock under E$

Exercise of common stock optio

Excess tax benefit from stock option exerc

Conversion of convertible not

Restricted stock vested during the period,

Common stock held by Nonqualified Defer
Compensation Pla

Stoclk-based compensatic

Balance at December 31, 2C

Net loss
Other comprehensive incor
Purchase of capped call share options, net ¢

Issuance of convertible debt, net of tax and afgri

costs
Issuance of common stock under E<
Exercise of common stock optio
Excess tax benefit from stock option exerc
Conversion of convertible not
Restricted stock vested during the period,
Common stock held by Nonqualified Deferred
Compensation Pla
Stocl-based compensatic

Balance at December 31, 2C

BIOMARIN PHARMACEUTICAL INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Company
Common Stocl

Held by Accumulated
Additional Nonqualified Other Total
_Common stock Deferred Comprehensive ~ Accumulatec  Stockholders
Paid-in Compensation

Shares  Amount Capital Plan Income (Loss) Deficit Equity
110,63 $ 111 $1,090,18 $ (1,95 $ 18¢ $ (371,26) $ 717,25
(53,83¢) (53,83¢)
4,69¢ 4,69¢
33¢ 4,411 4,411
1,92t 2 29,71( 29,71:
41¢ 41¢
1,761 2 28,98( 28,98:
137 (531) (53))
(2,970 (2,970
43,90¢ 43,90¢
114,79 ¢ 11  $1,197,08 $ (393) $ 4881 $ (425,10) $ 773,04
(114,34) (114,34)
(5,089 (5,089
6,50( 7 235,49: 235,49
254 5,49¢ 5,49t
4,097 4 77,56: 77,56¢
47z 47:
6 10t 10t
162 (1,659 (1,659
(2,66%) (2,66¢)
47,34( 47,34(

125,80¢ $ 12€ $1,561,89 $ (6,60 $ (202) $ (539,44) $ 1,015,776
(176,35) (176,35Y)
5,22( 5,22(
(19,065 (19,06%)
99,87¢ 99,87¢
254 6,83¢ 6,83¢
2,88t 4 65,73¢ 65,74(
738 738
14,31% 14 283,30! 283,31
202 (6,399) (6,397)
(81¢) (81¢)
66,18 66,18:

143,46: $ 144 $2,059,10 $ (7,42) $ 501¢ $ (715,80) $ 1,341,04

The accompanying notes are an integral part ottEmsolidated Financial Statements.
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BIOMARIN PHARMACEUTICAL INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
Years Ended December 31, 2013, 2012 and 2011
(In thousands of U.S. dollars)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic
Non-cash interest expen
Accretion of discount on investmer
Equity in the loss of BioMarin/Genzyme LL
Stocl-based compensatic
Impairment of intangible asse
Loss on conversion of convertible promissory r
Deferred income taxe
Excess tax benefit from stock option exerc
Unrealized foreign exchange (gain) loss on forwamdtracts
Non-cash changes in the fair value of contingent adgprisconsideration payab
Debt conversion expen:
Changes in operating assets and liabilit
Accounts receivable, n
Inventory
Other current asse
Other asset
Accounts payable and accrued liabilit
Other lon¢-term liabilities
Net cash provided by (used in) operating activ
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property, plant and equipn
Restricted funds held in escrc
Maturities and sales of investme
Purchase of availal-for-sale investment
Purchase of intellectual prope!
Business acquisitions, net of cash acqu
Investments in BioMarin/Genzyme LL
Investment in convertible promissory ni
Net cash used in investing activiti
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from exercises of stock options and E
Proceeds from convertible senior note offering,
Purchase of capped call share opti
Proceeds from public offering of common stock,
Excess tax benefit from stock option exerc
Payments for debt conversi
Payment on maturity of 2013 convertible n
Payment of contingent acquisition consideratiorajds
Repayment of capital lease obligatic
Net cash provided by financing activiti
NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivaler
Beginning of perioc
End of perioc

SUPPLEMENTAL CASH FLOW DISCLOSURES:

Cash paid for interest, net of interest capitalized fixed asset
Cash paid for income tax:

Stocl-based compensation capitalized into inven
Depreciation capitalized into inventc

SUPPLEMENTAL CASH FLOW DISCLOSURES FROM INVESTING A ND FINANCING ACTIVITIES:

Increase (decrease) in accounts payable and ad@béities related to fixed asse
Conversion of convertible de

Deferred offering costs reclassified into additiopaic-in-capital as a result of conversion of convertiblbtt

Increase in asset retirement obligat

2013 2012 2011
$(176,35) $(114,34) $ (53,830
47,26¢ 44,33 35,04¢
5,87¢ 96C 1,04¢
5,78( 4,46¢ 4,03¢
1,14¢ 1,221 2,42¢
66,18: 47,34( 43,90¢
93¢ 6,701 0

0 2,00( 0
(9,159 (9,92 4,36¢
(739 (479 (415)
(658 (6,529 7,174
10,19 8,78¢ (1,795)
12,96 0 1,89¢
(8,750 (4227 (18,450
(33,910 1,42: (20,420
(12,07) (3,506 2,54¢
1,67¢ (4,076) (837)
20,42( 37,41; 9,771
9,55¢ 6,03¢ 1,96:
(59,63)  17,60¢ 18,41
(65,129  (44,57) (73,219
(116,50() 0 0
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The accompanying notes are an integral part okt@@msolidated Financial Statements.
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BIOMARIN PHARMACEUTICAL INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands of U.S. dollars, except per share amats or as otherwise disclosed)

(1) NATURE OF OPERATIONS AND BUSINESS RISKS

BioMarin Pharmaceutical Inc. (the Company or BioMgara Delaware corporation, develops and commkzeminnovative
biopharmaceuticals for serious diseases and mezhealitions. BioMarin selects product candidatesdiseases and conditions that represent
significant unmet medical need, have well-undemtoiology and provide an opportunity to be firstrarket or offer a significant benefit over
existing products. The Compasyproduct portfolio is comprised of five approvedducts and multiple investigational product caathd. The
Company'’s approved products are Naglazyme (gakeiif&uvan (sapropterin dihydrochloride), Firdafmmifampridine phosphate),
Aldurazyme (laronidase) and VIMIZIM (elosufase ajph

Through December 31, 2013, the Company had acctedulasses of approximately $715.8 million. If tBempany elects to increase its
spending on development programs significantly abmwrent long-term plans or enters into potetitahses and other acquisitions of
complementary technologies, products or compattiesCompany may need additional capital. The Comgapects to continue to finance
future cash needs that exceed its operating d@esvirimarily through its current cash, cash edeivis, short-term and long-term investments,
and to the extent necessary, through proceedsduourity or debt financings, loans and collaboratigeeements with corporate partners.

The Company is subject to a number of risks, iriadlgidthe financial performance of Naglazyme, Kuvindapse, Aldurazyme and
VIMIZIM; the potential need for additional finangajs; its ability to successfully commercialize iteguct candidates, if approved; the
uncertainty of the Company'’s research and developeforts resulting in future successful commdrpraducts; obtaining regulatory
approval for new products; significant competitfomm larger organizations; reliance on the projamgtechnology of others; dependence on
key personnel; uncertain patent protection; depecelen corporate partners and collaborators; assiiple restrictions on reimbursement from
governmental agencies and healthcare organizatisnsell as other changes in the health care indust

(2) BASIS OF PRESENTATION
Basis of Presentatiol

These Consolidated Financial Statements have lreganed in accordance with accounting principlesegaly accepted in the United
States (U.S. GAAP) and include the accounts of BidMand its wholly owned subsidiaries. All signdnt intercompany transactions have
been eliminated. Management performed an evaluafitimle Company’s activities through the date lifidj of this Annual Report on Form 10-
K, and has concluded that there are no subsequentseexcept for the transaction disclosed in N&téo these Consolidated Financial
Statements.

Use of Estimates

The preparation of financial statements in conftymiith U.S. GAAP requires management to make juelgts, estimates and
assumptions that affect the reported amounts eftassd liabilities, disclosure of contingent assetd liabilities at the dates of the financial
statements, and the reported amounts of revenukesx@enses during the reporting period. Actuallteswuld differ from those estimates.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(In thousands of U.S. dollars, except per share amats or as otherwise disclosed)

(3) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Cash and Cash Equivalents

The Company treats liquid investments with origimaturities of three months or less when purchasethsh and cash equivalents.

Investments

The Company determines the appropriate classificadf its investments in debt and equity securitiethe time of purchase and
reevaluates such designations at each balancedstee®ll of the Company’s securities are clasdifas available-for-sale and reported in
short-term investments, other current assets @-term investments. Available-for-sale investmeartsrecorded at fair market value, with
unrealized gains or losses included in Accumul&@éter Comprehensive Income (Loss) on the Compdbgissolidated Balance Sheets,
exclusive of other-than-temporary impairment losgfeany. Investments are comprised of corporateigtes, commercial paper, U.S. federal
government agency securities and certificates posie

Inventory

The Company values inventory at the lower of costat realizable value and determines the costwaritory using the average-cost
method. Inventories consist of currently marketsatipcts and may contain certain products awaitigylatory approval. In evaluating the
recoverability of inventories produced in prepamatior product launches, the Company considersikbkhood that revenue will be obtained
from the future sale of the related inventory tbgetwith the status of the product within the regoity approval process.

The Company analyzes its inventory levels quartanig writes down inventory that has become obsobeteas a cost basis in excess of
its expected net realizable value and inventonntjties in excess of expected requirements. Inyapgithe lower of cost or net realizable ve
to pre-launch inventory, the Company estimateqigeaf likely commercial prices based on its corapbr commercial products. Expired
inventory is disposed of and the related costsemegnized as Cost of Sales in the Company’s Cilegetl Statements of Operations.

Inventories Produced in Preparation for Product Laches

The Company capitalizes inventories produced ipgmation for product launches. Typically, capitatian of such inventory begins
when positive results have been obtained for timécel trials that the Company believes are neagdsasupport regulatory approval,
uncertainties regarding ultimate regulatory apprbeae been significantly reduced and the Compasydetermined it is probable that these
capitalized costs will provide some future econobeaefit in excess of capitalized costs. The maltéaictors considered by the Company in
evaluating these uncertainties include the re@igtanalysis of positive Phase 3 clinical triautessfor the underlying product candidate,
results from meetings with the relevant regulatuhorities prior to the filing of regulatory apgdtions, and the compilation of the regulatory
application. The Company closely monitors the statueach respective product within the regulasggroval process, including all relevant
communication with regulatory authorities. The Camy also considers its historical experience witnafacturing and commercializing
similar products and the relevant product candidatte Company is aware of any specific mateiigks or contingencies other than the
normal regulatory review and approval processf tirere are any specific issues identified relatmgafety, efficacy, manufacturing, marke!
or labeling, the related inventory would generalbt be capitalized.

For inventories that are capitalized in preparatibproduct launch, anticipated future sales, etqubapproval date and shelf lives are
evaluated in assessing realizability. The sheadfdif a product is determined as
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(In thousands of U.S. dollars, except per share amats or as otherwise disclosed)

part of the regulatory approval process; howeveevialuating whether to capitalize pre-launch inggnproduction costs, the Company
considers the product stability data of all of fne-approval production to date to determine whethere is adequate expected shelf life for th
capitalized pre-launch production costs.

Investment in BioMarin/Genzyme LLC and Equity in éhLoss of BioMarin/Genzyme LL!

The Company accounts for its investment in thet jeémture between the Company and Genzyme Corparé@ioMarin/Genzyme LLC
using the equity method. Accordingly, the Compaggords an increase in its investment for contramgito BioMarin/Genzyme LLC and a
reduction in its investment for its 50% share of &sses of BioMarin/Genzyme LLC or disbursemetitgrofits from the BioMarin/Genzyme
LLC. Equity in the loss of BioMarin/Genzyme LLC indes the Company’s 50% share of BioMarin/Genzyi€ loss for the period. The
investment in BioMarin/Genzyme LLC includes the Quamy’s share of the net equity of BioMarin/Genzyinh€.

Property, Plant and Equipmer

Property, plant and equipment are stated at cosifreecumulated depreciation. Depreciation is cotag using the straight-line method
over the related estimated useful lives as predentthe table below. Significant additions and imgments are capitalized, while repairs and
maintenance are charged to expense as incurrgue®ra@and equipment purchased for specific reseamdrdevelopment projects with no
alternative uses are expensed as incurred.

Leasehold improvemen Shorter of life of asset or lease te
Building and improvement 20 to 30 year
Manufacturing and laboratory equipm 5to 15 year:
Computer hardware and softwz 3 to 8 year:

Office furniture and equipmel 5 years

Vehicles 5 years

Land Not applicable
Constructiorin-progress Not applicable

Certain of the Compang’operating lease agreements include scheduleé@sealations over the lease term, as well as témgmbvemer
allowances. Scheduled increases in rent expense@rgnized on a straight-line basis over the léage. The difference between rent expens:
and rent paid is recorded as deferred rent andded in other liabilities in the accompanying Cdiusted Balance Sheets. The tenant
improvement allowances and free rent periods aregrézed as a reduction of rent expense over #eeleerm on a straight-line basis.

Impairment of Lon¢-Lived Assets

The Company records goodwill in a business comiginathen the total consideration exceeds the fainer of the net tangible and
identifiable intangible assets acquired. Goodwilll éntangible assets with indefinite lives are awtortized but subject to an annual impairn
analysis. Intangible assets with definite livesar®rtized over their estimated useful lives otraight-line basis.

The Company performs its annual impairment reviégomdwill and indefinite lived intangibles durinige fourth quarter and whenever
events or circumstances indicate that the carrgimgunt of an asset may not be recoverable. Ifdetermined that the full carrying amount of
an asset is not recoverable, an impairment loseirded in the amount by which the carrying amaiihe asset exceeds its fair value. The
Company currently
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(In thousands of U.S. dollars, except per share amats or as otherwise disclosed)

operates in one business segment, the biopharnzadalgvelopment and commercialization segment. Whgiewing goodwill for
impairment, the Company assesses whether goodwillld be allocated to operating levels lower tharsingle operating segment for which
discrete financial information is available andiesved for decision making purposes. These loweglteare referred to as reporting units. A
December 31, 2013, the Company has only one regautiit.

The recoverability of the carrying value of the Gamy’s buildings, leasehold improvements for itsifées and equipment depends on
the successful execution of the Company’s busimétgtives and its ability to earn sufficient retis on approved products and product
candidates. The Company continually monitors evantschanges in circumstances that could indiGtyiog amounts of its fixed assets may
not be recoverable. When such events or changesciimstances occur, the Company assesses reciigtapdetermining whether the
carrying value of such assets will be recoveredugh the undiscounted expected future cash fldwielfuture undiscounted cash flows are
less than the carrying amount of these asset§ dh@any recognizes an impairment loss based oexitess of the carrying amount over the
fair value of the assets.

Revenue Recognitio

The Company recognizes revenue when persuasiveregdf an arrangement exists, delivery has oatutine price to the buyer is fix
or determinable and collection from the customee&sonably assured.

Net Product RevenuesThe Company recognizes revenues from product sdles title and risk of loss have passed to théoousr,
which typically occurs upon delivery. Product salessactions are evidenced by customer purchasesprcustomer contracts, invoices and/o
the related shipping documents. Upon recognitioreeénue from product sales, provisions are madgdeernment rebates such as Medicaid
reimbursements, customer incentives such as casbhuits for prompt payment, distributor fees amuketed returns of expired products, as
appropriate. Amounts collected from customers amitted to governmental authorities, which are prity comprised of value-added taxes
related to product sales in foreign jurisdictioase presented on a net basis in the Company’s Gdatenl Statements of Operations, in that
taxes billed to customers are not included as gpoment of net product revenues.

In the U.S., the Company’s commercial productsg@mrerally sold to specialty pharmacies or end-useich as hospitals, which act as
retailers. The Company also sells Kuvan to MercloBe S.A. (Merck Serono) at a price near its mactuféng cost, and Merck Serono resells
the product to end users outside the U.S., Camadidapan. The royalty earned from Kuvan produat bglMerck Serono in the EU is
included as a component of net product revenudiseiperiod earned. Outside the U.S., the Compamytsmercial products are sold to its
authorized distributors or directly to governmeatghasers or hospitals, which act as the end-users.

The Company receives a 39.5% to 50% royalty ondvade net Aldurazyme sales by Genzyme dependirgptes volume, which is
included in Net Product Revenues in the Compangsstlidated Statements of Operations. The Compagggnizes a portion of this amount
as product transfer revenue when product is retefms&enzyme because all of the Comparpgerformance obligations are fulfilled at thatr
and title to, and risk of loss for, the product hasisferred to Genzyme. The product transfer neeeapresents the fixed amount per unit of
Aldurazyme that Genzyme is required to pay the Camgpf the product is unsold by Genzyme. The amaofiproduct transfer revenue will
eventually be deducted from the calculated royadtsned when the product is sold by Genzyme. Thepaagnrecords the Aldurazyme royalty
revenue based on net sales information provide@dayzyme and records product transfer revenue kmasdte fulfillment of Genzyme
purchase orders in accordance with the terms afelagéed agreements with Genzyme and when theatitlerisk of loss for the product is
transferred to Genzyme.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(In thousands of U.S. dollars, except per share amats or as otherwise disclosed)

The Company records reserves for rebates payalker tiihedicaid and other government programs asuctieh of revenue at the time
product revenues are recorded. The Company’s resafeulations require estimates, including estmatt customer mix, to determine which
sales will be subject to rebates and the amousticifi rebates. The Company updates its estimatessanchptions each quarter and record:
necessary adjustments to its reserves. The Conrpaoyds fees paid to distributors as a reductioeeénue.

The Company records allowances for product retufagpropriate, as a reduction of revenue atithe product sales are recorded.
Several factors are considered in determining wdredh allowance for product returns is requirediuiding market exclusivity of the products
based on their orphan drug status, the patientlptpn, the customers’ limited return rights and thompany’s experience with returns.
Because of the pricing of the Company’s commemmiatiucts, the limited number of patients and theamers’ limited return rights, most
customers and retailers carry a limited inventory.

However, certain international customers, usuatlyegnment entities, tend to purchase larger questitf product less frequently.
Although such buying patterns may result in revefhugtuations from quarter to quarter, the Comphag not experienced any increased
product returns or risk of product returns. The @any relies on historical return rates to estimmaterns. Genzyme's contractual return rights
for Aldurazyme are limited to defective productsBd on these factors and the fact that the Comipasiyiot experienced significant product
returns to date, management has concluded thatigroeturns will be minimal. In the future, if anythese factors and/or the history of
product returns change, an allowance for produatme may be required.

Collaborative Agreement Revenuegollaborative agreement revenues include botméieaevenue and contract research revenue.

Activities under collaborative agreements are eatgld to determine if they represent a multiple elennevenue arrangement. The
Company identifies the deliverables included witthia agreement and evaluates which deliverablessept separate units of accounting. The
Company accounts for those components as sepanigdeotiaccounting if the following two criteriaeamet:

. The delivered item or items have value to the gustoon a star-alone basis

. If there is a general right of return relatteethe delivered items, delivery or performancéhef undelivered items is considered
probable and within the Compé's control.

Factors considered in this determination includegag other things, whether any other vendors Belitems separately and if the
licensee could use the delivered item for its ideghpurpose without the receipt of the remainingeebles. If multiple deliverables included
in an arrangement are separable into differenswiitccounting, the Company allocates the arrargéronsideration to those units of
accounting. The amount of allocable arrangemensidenation is limited to amounts that are fixedleterminable. Arrangement consideration
is allocated at the inception of the arrangemettiéadentified units of accounting based on thelimtive estimated selling price. Revenue is
recognized for each unit of accounting when the@mpate revenue recognition criteria are met.

Nonrefundable up-front license fees where the Campes continuing involvement through researchadmlopment collaboration are
initially deferred and recognized as collaboratigeeement license revenue over the estimated pieniachich the Company continues to have
a performance obligation.

Future milestone payments that are contingent tippmachievement of a substantive milestone aregrézed in their entirety in the
period in which the milestone is achieved. A midest is substantive if:

. It can only be achieved based in whole or irt pa either the Company’s performance or on tfmugence of a specific outcome
resulting from the Compa’s performance
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. There is substantive uncertainty at the date @angement is entered into that the event will béeaetdl; anc

. It would result in additional payments being du¢hte entity.

Royalty and License RevenudefRoyalty revenues includes royalties on net salgsaducts with which the Company has no direct
involvement and is recognized based on data repostdicensees or sublicensees. Royalties are népedas earned in accordance with the
contract terms at the time the royalty amountiedior determinable based on information receivenh fthe sublicensees and at the time
collectibility is reasonably assured.

Due to the significant role the Company plays ia ¢iperations (primarily the manufacturing and ratprly activities) of Aldurazyme and
Kuvan as well as the rights and responsibilitiedativer the products to Genzyme and Merck Seroegpectively, the Company elected not to
classify these royalties earned as other royaitgnmaes but instead to include them as a comporiéttdProduct Revenues in the Company’s
Consolidated Statements of Operations.

Research and Developme

Research and development expenses include expassmdated with contract research and developntewnided by third parties,
product manufacturing prior to regulatory approetihical and regulatory costs, and internal resle@nd development costs. In instances
where the Company enters into agreements with fiartdes for research and development activitiestscare expensed upon the earlier of
when non-refundable amounts are due or as seraiegserformed unless there is an alternative fuigeeof the funds in other research and
development projects. Amounts due under such aerargts may be either fixed fee or fee for serviméraay include upfront payments,
monthly payments and payments upon the complefionilestones or receipt of deliverables. The Conypaetrues costs for clinical trial
activities based upon the services received amtha&tsts of related expenses incurred that haveoyle invoiced by the vendors that perform
the activities.

Convertible Debt Transactions

The Company separately accounts for the liabilitgt aquity components of convertible debt instrummdimat can be settled in cash by
allocating the proceeds from issuance betweeridahdity component and the embedded conversioroaptir equity component, in accordance
with accounting for convertible debt instrumentattinay be settled in cash (including partial cagtiesnent) upon conversion. The value of
equity component is calculated by first measurhmgfair value of the liability component, using theerest rate of a similar liability that does
not have a conversion feature, as of the issuaaiee @he difference between the proceeds fromdheertible debt issuance and the amount
measured as the liability component is recordetti@®quity component with a corresponding discoeodrded on the debt. The Company
recognizes the accretion of the resulting discogimig the effective interest method as part ofrbgeExpense in its Consolidated Statemen
Operations.

Net Loss Per Common Sha

Basic net loss per share is calculated by dividiegloss by the weighted average shares of comitock sutstanding during the period.
Diluted net loss per share reflects the potenilatidn that would occur if securities or other ¢@tts to issue common stock were exercised ¢
converted into common stock; however, potential wmm equivalent shares are excluded if their efeanti-dilutive. The Company currently
has no dilutive securities and as such, basic dntkd net loss per share are the same for thegepresented.
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Stock-Based Compensation

The Company uses the Black-Scholes option-pricingehto determine the fair value of stock optiond the Company’s Employee
Stock Purchase Plan (the ESPP) awards. The detgianirof the fair value of stock-based payment a@waising an option-pricing model is
affected by the Company'’s stock price as well asi@ptions regarding a number of complex and subgeariables. Stock-based
compensation expense is recognized on a straighblisis over the requisite service period for @acdrd. Further, stock-based compensatior
expense recognized in the Company’s Consolidateigi®ents of Operations is based on awards expextesdt and therefore the amount of
expense has been reduced for estimated forfeitwhash are based on historical experience. If ddtréeitures differ from estimates at the
time of grant they will be revised in subsequentqats.

The Company uses a lattice model with a Monte Cantwlation to value restricted stock unit awardshwerformance and market
conditions. This valuation methodology utilizes el key assumptions, including closing price & @ompany’s stock price on grant date,
expected volatility of the Company'’s stock pridsk#free rates of return, expected dividend yiald astimated total shareholder return.

If factors change and different assumptions areleyegd in determining the fair value of stock-bas&dards, the stock-based
compensation expense recorded in future periodsdifi@y significantly from what was recorded in tbarrent period. See Note 17 to these
Consolidated Financial Statements for further infation.

Nonqualified Deferred Compensation Ple

The Company’s Nonqualified Deferred CompensatianFthe Deferred Compensation Plan) allows eligénigployees, including
members of the Company’s Board of Directors (thaf management and certain highly-compensatedogegs as designated by the
Deferred Compensation Plan’s administrative conaajtto make voluntary deferrals of compensaticsptzified dates, retirement or death.
Participants are permitted to defer portions ofrthalary, annual cash bonus and restricted sfieé.Company is not allowed to make
additional direct contributions to the Deferred Gummnsation Plan on behalf of the participants wittiorther action by the Board.

All of the investments held in the Deferred Compiag Plan are classified as trading securitiesrandrded at fair value with changes
in the investments’ fair values recognized as egin the period they occur. Restricted stockddsand held by the Deferred Compensation
Plan is accounted for similarly to treasury statkhat the value of the employer stock is deterohime the date the restricted stock vests and
the shares are issued into the Deferred Compendkam. The restricted stock issued into the Dete@ompensation Plan is recorded as
stockholders’ equity and changes in the fair valiithe corresponding liability are recognized imnéags as incurred. The corresponding
liability for the Deferred Compensation Plan isluted in Accounts Payable and Accrued Liabilitiad ®ther Long-Term Liabilities in the
Company'’s Consolidated Balance Sheets.

Income Taxes

The Company calculates and provides for incomestaxeach of the tax jurisdictions in which it ogiers. Deferred tax assets and
liabilities, measured using enacted tax ratesremegnized for the future tax consequences of teanpalifferences between the tax and
financial statement basis of assets and liabilitegaluation allowance reduces the deferred taetasto the amount that is more likely than no
to be realized. The Company establishes liabiltieseduces assets for uncertain tax positions wieiCompany believes certain tax positions
are not more likely than not of being sustainechidllenged. Each quarter, the Company evaluates tlnecertain tax positions and adjusts the
related tax assets and liabilities in light of ofiauy facts and circumstances.

F-14



Table of Contents

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(In thousands of U.S. dollars, except per share amats or as otherwise disclosed)

The Company uses financial projections to suppemet deferred tax assets, which contain sigmfieasumptions and estimates of
future operations. If such assumptions were tadsfgnificantly, it may have a material impacttbe Company’s ability to realize its deferred
tax assets. At the end of each period, the Compélhyeassess the ability to realize its deferrax benefits. If it is more likely than not that the
Company would not realize the deferred tax bendfien all or a portion of the valuation allowameay need to be re-established, which will
result in a charge to tax expense.

Foreign Currency and Other Hedging Instruments

The Company engages in transactions denominat®edaign currencies and, as a result, is exposetidanges in foreign currency
exchange rates. To manage the volatility resufiiog fluctuating foreign currency exchange rathe, Company nets it exposures, where
possible to take advantage of natural offsets atet®into forward foreign currency exchange cang&or the remaining exposures.

The Company accounts for its derivative instrumestgither assets or liabilities on the balancetstued measures them at fair value.
Derivatives that are not defined as hedging insentisiare adjusted to fair value through earningsngand losses resulting from changes in
fair value are accounted for depending on the @ifieeaderivative and whether it is designated amaliies for hedge accounting.

The Company assess, both at inception and on avirangasis, whether the derivatives that are usdxbilging transactions are highly
effective in offsetting the changes in cash flowshe hedged items. The Company also assesses medfgetiveness on a monthly basis and
records the gain or loss related to the ineffeghorion to current earnings. If the Company detees that a forecasted transaction is no lo
probable of occurring, it discontinues hedge actingrfor the affected portion of the hedge instratand any related unrealized gain or loss
on the contract is recognized in current earnings.

See Note 14 to these Consolidated Financial Statesnfier further information.

Fair Value of Financial Instruments

The Company discloses the fair value of finanaiatriuments for assets and liabilities for whichhbie is practicable to estimate. The
carrying amounts of all cash equivalents, shoritand long-term investments and forward exchangé&acts approximate fair value based
upon quoted market prices or discounted cash flds.fair values of trade accounts receivablegy@aus payable and other financial
instruments approximate carrying value due to thleart-term nature, and would be considered levirds in the fair value hierarchy.

Business Combination

The Company allocates the purchase price of aafjbinsinesses to the tangible and intangible aasgtsired and liabilities assumed
based upon their estimated fair values on the aitipn date. The purchase price allocation procegsires management to make significant
estimates and assumptions, especially at the atiguidate with respect to intangible assets arprotess research and development (IPR
In connection with the purchase price allocatiarsacquisitions, the Company estimates the famevalf contingent payments utilizing a
probability-based income approach inclusive of stm@ated discount rate.

Contingent Acquisition Consideration Payable

The Company determines the fair value of contingequisition consideration payable on the acquoisitiate using a probability-based
income approach utilizing an appropriate discoate.rEach reporting period thereafter, the Compenglues these obligations and records
increases or decreases in their fair value as
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adjustments to Intangible Asset Amortization andi@ment Consideration in the Company’s Consolid&tatements of Operations. Changes
in the fair value of the contingent acquisition sinleration payable can result from adjustmenthaécestimated probability and assumed timing
of achieving the underlying milestones, as weliram changes to the discount rates and periods.

Comprehensive Income (Loss) and Accumulated Othen@rehensive Income (Loss)

Comprehensive income (loss) includes net incones)land certain changes in stockholders’ equityateaexcluded from net income
(loss), such as changes in unrealized gains asddam the Company’s available-for-sale securitieszalized gains (losses) on foreign
currency hedges and changes in the Company’s ctimeufareign currency translation account.

Reclassifications and Adjustmen

Certain items in the prior year’s Consolidated Ririal Statements have been reclassified to confortine current presentation.

(4) RECENT ACCOUNTING PRONOUNCEMENTS

Except for FASB Accounting Standards Update 2013A0U 2013-02)Reporting of Amounts Reclassified Out of Accumdi@#ner
Comprehensive Incomihere have been no new accounting pronouncementsaoges to accounting pronouncements during thegreled
December 31, 2013, as compared to the recent atieguymmonouncements described in the Company’s AhReport on Form 10-K for the
yearended December 31, 2012, that are of significamgtential significance to the Company. ASU 2@P3requires an entity to present
either on the face of the financial statements wlietome is presented or in the notes to the fimastatements, significant amounts
reclassified out of accumulated other compreherisis@me by the respective line items of net inco8ee Note 18 to these Consolidated
Financial Statements for the expanded disclosemsired by ASU 2013-02.

(5) CONVERTIBLE DEBT
2018/2020 Notes

On October 15, 2013, the Company issued $750.@om#lenior subordinated convertible notes congsin$375.0 million 0.75% due in
October 2018 (the 2018 Notes) and $375.0 millidid% due in October 2020 (the 2020 Notes and collelgtthe Notes). Net proceeds from
the offering were $726.2 million.

The 2018 Notes and the 2020 Notes bear interestatt of 0.75% and 1.5% per year, respectivelychvis payable semiannually in
arrears on April 15 and October 15 of each yeaginmng on April 15, 2014.

The Notes are senior unsecured obligations, arid(faaqually to any of the Company’s existing dntlire unsecured senior debt,
(ii) senior to any of the Company’s future indelstesis that is expressly subordinated to the Noteks(ig) effectively junior to any secured
indebtedness to the extent of the value of theteisseuring such indebtedness.

Upon the occurrence of a “fundamental change” &iseéd in the indenture, the holders may requiee@ompany to repurchase all or a
portion of the Notes for cash at 100% of the ppatamount of the Notes being purchased, plus aoyuad and unpaid interest.

The Notes are convertible into 7,965,975 shareBeCompany’s common stock under certain circuntgsuprior to maturity at a
conversion rate of 10.6213 shares per $1,000 pahamount of the Notes,
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which represents a conversion price of $94.15 pares subject to adjustment under certain conditiblolders may convert their notes at their
option at any time prior to July 15, 2018, in tlase of the 2018 Notes, and July 15, 2020, in tee oithe 2020 Notes, only under the
following circumstances: (1) during any calendaam@r commencing after the calendar quarter enoliniglarch 31, 2014 (and only during
such calendar quarter), if the last reported sate pf the Company’s common stock for at leastrafling days (whether or not consecutive)
during a period of 30 consecutive trading days mgadin the last trading day of the immediately pdéug calendar quarter is greater than or
equal to 130% of the applicable conversion priceach applicable trading day; (2) during the fiusibhess day period after any five
consecutive trading day period (the measuremeidgen which the trading price per $1,000 prin¢ipaount of the relevant notes for each
trading day of the measurement period was less3B&n of the product of the last reported sale poiche Company’s common stock and the
applicable conversion rate on each such tradinga@a§B) upon the occurrence of specified corpoeatents.

Upon conversion, the Company may pay cash, shatbe €ompany’s common stock or a combination ghcand stock, as determined
by the Company in its discretion.

The Company has separately accounted for theitiahihd equity components of the Notes by allo@atime proceeds from issuance of
the Notes between the liability component and thbexdded conversion option, or equity components @liocation was done by first
estimating an interest rate at the time of issudoicsimilar notes that do not include the embeddauversion option. The Company allocated
$156.2 million to the equity component, net of afig costs of $5.1 million. The Company recordetiszount on the notes of $161.3 million
which will be accreted and recorded as additiont@rest expense over the life of the Notes. Du2ing3, the Company recognized $2.6 million
and $2.2 million, for the 2018 Notes and the 2020@eld, respectively. The effective interest ratehanliability component of the Notes for the
year ended December 31, 2013 was 7.

In connection with the issuance of the Notes, tbem@any incurred $23.8 million of issuance costesehcosts are being amortized and
are recorded as additional interest expense oediféhof the Notes. During 2013, the Company retipgd $0.4 million and $0.3 million of
amortization of deferred offering costs, for thedelNotes and the 2020 Notes, respectively.

To minimize the impact of potential dilution upoonwersion of the 2018 Notes and the 2020 NotesCtirapany entered into capped ¢
transactions separate from the issuance of thesNwath certain counterparties covering 3,982,988 ah of the Company’s common stock,
subject to adjustment. The capped calls havelesgtrice of $94.15 and a cap price of $121.05 aacrercisable when and if the Notes are
converted. If upon conversion of the Notes, thegdf the Company’s common stock is above theespiice of the capped calls, the
counterparties will deliver shares of the Compamgsmmon stock and/or cash with an aggregate vajual¢o the difference between the price
of the Company’s common stock at the conversioa datl the strike price, multiplied by the numbesludres of the Comparsytommon stoc
related to the capped calls being exercised. Thepgaoy paid $29.8 million for these capped callegaztions, which was recorded as
additional paid-in capital.

2017 Notes

In April 2007, the Company sold $324.9 million efsor subordinated convertible notes due in A@IL2 (the 2017 Notes), of which
$62.0 million remained outstanding at December2B13. The 2017 Notes were issued at face valudeadinterest at the rate of 1.875% per
annum, payable semi-annually in cash. The 2017 d\mte convertible, at the option of the holdegrat time prior to maturity or redemption,
into shares of the Company’s common stock at aesion price of $20.36 per share, subject to aat@st in certain
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circumstances. The 2017 Notes do not include gocallision and the Company is unable to unilatgnatieem the 2017 Notes prior to
maturity on April 23, 2017. The Company also megtay the 2017 Notes if there is a qualifying chaingeontrol or termination of trading of
its common stock. If a change of control occurs,@mmpany will pay a make whole premium by increg$he conversion rate applicable to
the 2017 Notes.

In connection with the placement of the 2017 Naties,Company paid $8.5 million in offering costdiigh have been deferred and are
included in other assets. The deferred offeringscase being amortized as interest expense ovdifehaf the debt. For the year ended
December 31, 2013, the Company recognized amadizakpense of $0.4 million, compared to $0.9 wiilin each of the years ended
December 31, 2012 and 2011.

During 2013, the Company entered into separateeaggats with 18 of the existing holders of the 208ibfes pursuant to which such
holders converted $262.8 million in aggregate ppalcamount of the 2017 Notes into 12,906,780 shafe¢he Company’s common stock. In
addition to issuing the requisite number of shafdhe Company’s common stock pursuant to the 204fés, the Company also made varying
cash payments to each of the holders, totalingg8lion in the aggregate, of which $13.0 millisras recognized in total as Debt Conversior
Expense in the Company’s Consolidated Stateme@pefations for the year ended December 31, 2013 a@dmillion was for accrued
interest. Additionally, the Company reclassified&gillion of deferred offering costs to additionedid-in capital in connection with the
conversion of the 2017 Notes.

2013 Notes

In March 2006, the Company sold $172.5 million efier subordinated convertible notes due in Mai@h32(the 2013 Notes), which
fully matured on March 29, 2013. The 2013 Notesenssued at face value and bore interest at theofdt.5% per annum, payable semi-
annually in cash. The 2013 Notes were convertdti¢he option of the holder, at any time prior tatamity or redemption, into shares of the
Company’s common stock at a conversion price of S8 6er share, subject to adjustment in certaouagistances. The 2013 Notes did not
include a call provision and the Company was untbleilaterally redeem the debt prior to matudtyMarch 29, 2013. Upon maturity of the
remaining 2013 Notes outstanding in March 2013 Ghmpany issued the requisite 1,403,735 sharesmion stock pursuant to the 2013
Notes to the bond holders, in exchange for $23IBomiin principal and paid one bond holder the palue at maturity in cash totaling $¢

In September 2011, the Company entered into sepagatements with six of the existing holders 213 Notes pursuant to which
such holders converted $29.2 million in aggregaitecjpal amount of the 2013 Notes into 1,760,178ek of the Company’common stock.
addition to issuing the requisite number of shafahe Company’s common stock pursuant to the 20dteés, the Company paid the holders
future interest of approximately $1.1 million alowgh $0.8 million related to varying cash premiufosagreeing to convert the 2013 Notes,
which was recognized in total as debt conversigreaze on the Company’s Consolidated Statement efafipns for the year ended
December 31, 2011. Additionally, the Company resifeesi $0.2 million of deferred offering costs talditional Paid-In Capital in connection
with the conversion of the 2013 Notes. During 2&h#8 2011, certain note holders voluntarily exchdrgeinsignificant number of convertit
notes for shares of the Company’s common stock.

In connection with the placement of the 2013 Nates,Company paid approximately $5.5 million inesffig costs, which were deferred
and were included in other assets. The deferredio§f costs were amortized as interest expensetbedife of the debt. For the year ended
December 31, 2013, the Company recognized amadizakpense of $27, compared to $0.1 million an@ $dillion in the years ended
December 31, 2012 and 2011, respectively.
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The following table summarizes information regagdihe Company’s convertible debt at December 31.:

2013 2012

Shor-Term:
Convertible Notes due 201 $ 0 $ 23,36t
Total shor-term convertible dek $ 0 $ 23,36¢

Long-term:
Convertible Notes due 2020, net of unamortizedadiat of $87,97* $ 287,02 $ 0
Convertible Notes due 2018, net of unamortizedaliat of $68,50( 306,50( 0
Convertible Notes due 20: 62,04: 324,85¢
Total lon¢-term convertible debt, net of unamortized discc $ 655,56t $324,85¢
Total convertible debt, net of unamortized discc $ 655,56t $348,22:

Fair value of fixed rate convertible debt

Convertible Notes due in 2020 ( $ 400,87¢ $ 0
Convertible Notes due in 2018 ( 397,69: 0
Convertible Notes due in 2017 ( 213,76! 788,43
Convertible Notes due in 2013 ( 0 23,36
Total $1,012,33 $811,79¢

(1) The fair value of the Company’s fixed rate certible debt is based on open market trades acldssified as Level 1 in the fair value
hierarchy.

Interest expense on the Company’s convertible welstcomprised of the following:

Years Ended December, 3

2013 2012 2011
Coupon interest $ 4,55( $6,67¢ $7,361
Amortization of issuance cos 1,05: 96C 1,04¢
Accretion of debt discour 4,821 0 0

Total interest expense on convertible ¢ $10,42- $7,63¢ $8,40¢

See Note 6 to these Consolidated Financial Statenfi@nfurther discussion of the effect of convenson net loss per common share.
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(6) NET LOSS PER COMMON SHARE

Potentially issuable shares of common stock inchid@es issuable upon the exercise of outstandimipgee stock option awards,
common stock issuable under the ESPP, unvestetttedtstock, common stock held by the Deferred @ansation Plan and contingent
issuances of common stock related to convertibie. déhe table below presents potential shares wihcon stock that were excluded from the
computation as they were anti-dilutive using tleasury stock method (in thousands):

2013 2012 2011

Options to purchase common stock 13,157 13,89t 16,31¢
Common stock issuable under the 2013 and 2017 I 3,04 17,36¢ 17,37:
Common stock issuable under the 2018 and 2020 I 7,96¢ 0 0
Unvested restricted stock un 1,15¢ 1,16 1,06¢
Potentially issuable common stock for ESPP purch 197 263 241
Common stock held by the Nonqualified Deferred Cengation Pla 192 233 172

Total number of potentially issuable sha 25,71¢ 32,92: 35,17:

The Company accounts for the effect of the 2018&bland the 2020 Notes on diluted net loss per sisimg the treasury stock method
since they may be settled in cash or shares &ahgpanys option. As a result, the 2018 Notes and the 20&@s have no effect on diluted
loss per share until the Company’s stock price eds¢he conversion price of $94.15 per share foNbtes. In the period of conversion, the
Notes will have no impact on diluted net loss & tiotes are settled in cash and will have an impadctilutive loss per share if the Notes
settled in shares upon conversion.

(7) ACQUISITION OF ZACHARON PHARMACEUTICALS, INC.

On January 4, 2013, the Company entered into aenagyeement with Zacharon Pharmaceuticals, lrach{@ron), a private
biotechnology company focused on developing smalkpules targeting pathways of glycan and glycdlipietabolism, for a total purchase
price of $11.5 million.

In connection with its acquisition of Zacharon, bempany made an upfront payment of $9.7 millionash to the Zacharon
stockholders for all of the outstanding common lstoicZacharon, net of transaction cost of $0.8iomllpaid on behalf of the Zacharon
stockholders. The transactions costs related soattijuisition were recognized as Sales, Generaldndnistrative expense on the Company’s
Statement of Operations for the year ended DeceBhe2013. The Company also agreed to pay the Zaclstockholders additional
consideration in future periods of up to $134.0ionl (undiscounted) in milestone payments if ceriinical, development and sales
milestones are met. The fair value of the contihgequisition consideration payments was $1.9 amlind was estimated by applying a
probability-based income approach utilizing an appiate discount rate. This estimation was basesigmificant inputs that are not observable
in the market, referred to as Level 3 inputs. Kegumptions included a discount rate of 4.7% antbwuarmprobability factors. The range of
outcomes and assumptions used to develop thessagssi have been updated to estimate the fair wéle contingent consideration payable
as of December 31, 2013. See Note 15 to these Gaeusal Financial Statements for additional disaussegarding fair value measurement
the contingent acquisition consideration payable.
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The following table presents the final allocatidrthee purchase consideration for the Zacharon atépn, including the contingent
acquisition consideration payable, based on fdirezar he final allocation includes an adjustmerngoodwill and the deferred tax assets of
approximately $0.7 million resulting from the fifmdtion of Zacharon’s tax returns.

Cash and cash equivale $ 56C
Other current asse 21€
Property, plant and equipme 39¢
Acquired deferred tax asst 2,62¢
Other asset 38
IPR&D 11,68(
Total identifiable assets acquir $15,51%
Accounts payable and accrued expet $(1,187)
Debt assume (1,319
Deferred tax liability (4,21))
Total liabilities assume $(6,719)
Net identifiable assets acquir $ 8,80¢
Goodwill 2,71¢
Net assets acquire $11,52(

A substantial portion of the assets acquired ctesisf intangible assets related to Zacharon’s SENS assay. The Company
determined that the estimated acquisition-dateviine of the intangible assets related to the SENS assay was $11.7 million.

The $2.6 million of deferred tax assets resultimgrf the acquisition was primarily related to federad state net operating loss and tax
credit carryforwards. The $4.2 million of deferttadt liabilities relates to the tax impact of fut@eortization or possible impairments
associated with the identified intangible assetpiaed, which are not deductible for tax purposes.

The excess of the consideration transferred owefain values assigned to the assets acquiredaitities assumed was $2.7 million,
which represents the amount of goodwill resultirgqf the acquisition. The Company believes thagiedwill primarily represents synergies
expected from the acquisition and other benefas do not qualify for separate recognition as asglintangible assets. None of the goodw
expected to be deductible for income tax purpobBles.Company recorded the goodwill in the Compa@gdssolidated Balance Sheet as of the
acquisition date.

Zacharon'’s results of operations prior to and stheeacquisition date are insignificant to the Camyps Consolidated Financial
Statements.

See Note 10 to these Consolidated Financial Statesnfier further discussion of the acquired intategydssets.

F-21



Table of Contents

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(In thousands of U.S. dollars, except per share amats or as otherwise disclosed)

(8) INVESTMENTS

All investments were classified as available-$ate at December 31, 2013 and 2012. The amortizstd gross unrealized holding gain:
losses, and fair value of the Company’s availablestle securities by major security type at Decem®d, 2013 and 2012 are summarized in
the tables below:

Amortized Gross Gross Aggregate
Unrealized Unrealized Fair Value at
Cost Holding Gains Holding Losse: December 31, 201
Certificates of deposit $ 47,00¢ $ 2 $ 0 $ 47,01(
Corporate debt securitis 341,51¢ 313 (423) 341,40¢
Commercial pape 86,15« 24 0 86,17¢
U.S. Government agency securit 8,90( 1 0 8,901
Greek governme-issued bond 52 92 0 144
Total $483,63: $ 432 $ (423 $ 483,64.
Amortized Gross Gross Aggregate
Unrealized Unrealized Fair Value at
Cost Holding Gains Holding Losse: December 31, 201
Certificates of deposit $ 48,74: $ 14 $ (1) $ 48,75¢
Corporate debt securiti 316,70¢ 40z (217) 316,90(
U.S. Government agency securit 17,51 5 0 17,515
Greek governme-issued bond 48 52 0 10C
Total $383,01( $ 473 $ (2129 $ 383,27

Strategic Investment

The Company has an investment in marketable egaityrities which is measured using quoted pricdés mespective active market that
is considered a strategic investment. As of Decer@ibe2013, the fair value of the Company’s markktaquity securities of $13.0 million
includes an unrealized gain of $10.1 million. AD&cember 31, 2012, the fair value of the Compamasketable equity securities of $2.9
million included an unrealized loss of $0.1 millicrhis investment is recorded in Other Assets e@empany’s Consolidated Balance Sheets

The fair values of available-for-sale securitiescoptractual maturity at December 31, 2013 and 204r2 as follows:

December 31

2013 2012

Maturing in one year or less $215,94. $267,27!
Maturing after one year through three ye 267,70( 115,99:
Total $483,64: $383,27:

Impairment assessments are made at the individaatity level each reporting period. When the Yailue of an investment is less than
its cost at the balance sheet date, a determinigtimade as to whether the impairment is other-teerporary and, if it is other-thaemporary
an impairment loss is recognized in earnings etjutde difference between the investment’'s amadtest and fair value at such date. As of
December 31, 2013, some of the Company’s invessneate in an unrealized loss position. However enmirthe underlying investments has
been in a continuous loss position longer thanwavelonths, and no other-than-temporary impairnedeemed to have occurred.
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See Note 15 to these Consolidated Financial Statisnfier additional discussion regarding the faiueaof the Company’s available-for-
sale securities.

(9) GOODWILL

Goodwill is tested for impairment on an annual basid between annual tests if the Company becows® &f any events occurring or
changes in the circumstances that would indicagslaction in the fair value of the goodwill belots carrying amount.

The following table represents the changes in gdlbtiw the year ended December 31, 2013:

Balance at December 31, 20 $51,54!
Addition of goodwill related to the acquisition B&charor 2,71
Balance at December 31, 20 $54,25¢

(10) INTANGIBLE ASSETS

Intangible assets consisted of the following:

December 31

2013 2012
Intangible asset:
Finite-lived intangible asse $118,24. $118,24.
Indefinite-lived intangible asse 74,43( 63,68¢
Gross intangible asse! 192,67. 181,93:
Less: Accumulated amortizatic (29,529 (18,95)
Net carrying valut $163,14° $162,98(

Finite-Lived Intangible Assets

The following table summarizes the annual amoiitredf the finite-lived intangible assets throudi23:

Remaining
Net Balance at Estimated Annual

December 31, 201 Useful Life Life Amortization

Naglazyme intellectual proper $ 66,93¢ 12 year 9.9 year $  6,75(
EU marketing rights for Firdap: 20,14: 10 year 6.2 year 3,22:
License payment for Kuvan FDA Approv 31¢€ 7 year: 1.0 year 332
License payment for Kuvan EMEA Approv 1,322 10 year 4.9 year 26¢
Total $ 88,71 $ 10,57«

In November 2011, the Company entered into an @ssehase agreement to purchase certain intellgataperty from SA Pathology, a
unit of the Central Adelaide Local Health Netwoolcdted in Adelaide, Australia, for an upfront cpslyment of $81.0 million. The intellectual
property purchased by the Company includes issndganding patents related to the purified forfNaglazyme and the method of using the
enzyme in the treatment of Mucopolysaccharidosisziich expire between 2022 and 2023. Prior tophixhase, the Company licensed this
intellectual property from SA Pathology and paiditem a 5% royalty on net sales of Naglazyme. ényars ended December 31, 2013, 201:
and 2011, the Company recognized amortization
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expense of $6.8 million, $6.8 million and $0.5 ioifl, respectively, related to the Naglazyme intellal property as a component of Cost of
Sales in the Company’s Consolidated Statementpefadions.

Indefinite-Lived Intangible Assets

Indefinite-lived intangible assets consist of IPR&Bsets related to both early and late stage predudidates purchased in the
acquisitions of Huxley, LEAD Therapeutics, Inc. AB), ZyStor Therapeutics, Inc. (ZyStor) and Zachmarm estimating fair value of the
IPR&D assets, the Company compensated for theriiffgphases of development of each asset by priiyaddjusting its estimation of the
expected future cash flows associated with eaddt.aBlse Company then determined the present vdltre@xpected future cash flows. The
projected cash flows from the IPR&D assets werethas key assumptions such as estimates of revandesperating profits related to the
feasibility and timing of achievement of developmeagulatory and commercial milestones, expectetiscto develop the IPR&D into
commercially viable products and future expecteshdiows from product sales.

Indefinite-lived intangible assets consisted offthilowing:

December 31

2013 2012
In-Process Research and Developm
BMN 673 acquired through LEA| $35,15( $36,08¢
BMN 701 acquired through ZySt 25,01( 25,01(
SENS-Pro assay acquired through Zachs 11,68( 0
Other acquired p-clinical compound: 2,59( 2,59(
Net carrying valut $74,43( $63,68¢

Intangible assets related to IPR&D assets are dereil to be indefinite-lived until the completionatbandonment of the associated
research and development efforts. During the pdtiedassets are considered indefinite-lived, thi#ynat be amortized but will be tested for
impairment on an annual basis and between annstalitahe Company becomes aware of any eventsmogwr changes in circumstances
that would indicate a reduction in the fair valdehe IPR&D assets below their respective carnantpunts. If and when development is
complete, which generally occurs if and when regmeapproval to market a product is obtained,absociated assets would be deemed finite
lived and would then be amortized based on thepeetive estimated useful lives at that pointrimeti

During the fourth quarter of 2013, the Company @anied its annual impairment review and determiied no impairments existed as of
December 31, 2013.

During the first quarter of 2012, the Company relearan impairment charge of $6.7 million relatedddain Firdapse IPR&D assets.
These IPR&D assets were associated with markeityingsrin the U.S. The Company was exploring stiategtions for the Firdapse U.S.
program, including the potential outlicense of tggim the U.S. In March 2012, the Company recoghiare impairment charge based on the
status of business development efforts at the éintethe related discounted cash flow projectioas i longer supported the carrying-value o
the IPR&D intangible assets. The impairment chavge included in Intangible Asset Amortization anmh@ngent Consideration in the
Company’s Consolidated Statement of Operationgh®ear ended December 31, 2012.

F-24



Table of Contents

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(In thousands of U.S. dollars, except per share amats or as otherwise disclosed)

(11) PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment, net consisted ofdhewing:

December 31

2013 2012

Leasehold improvements $ 73,97 $ 65,91¢
Building and improvement 159,12! 144,70(
Manufacturing and laboratory equipmi 95,12¢ 79,91t
Computer hardware and softwz 74,94¢ 56,01
Furniture and equipme 12,367 11,14
Land 11,60¢ 11,60¢
Constructiorin-progress 77,21 64,30(
504,35¢ 433,59!

Less: Accumulated depreciati (185,049 (149,12)
Total property, plant and equipment, $ 319,31t $ 284,47:

Depreciation expense for the years ended Decemh@033, 2012 and 2011 was $36.5 million, $34.%ioniland $31.9 million,
respectively, of which $11.0 million, $7.3 milliand $6.6 million was capitalized into inventoryspectively.

As of December 31, 2013 and 2012, $59.1 million $58.5 million, respectively of our property, plamd equipment was related to the
Company’s manufacturing facilities in Shanbally riGdreland.

On December 17, 2013, the Company entered intondr&zi of Purchase and Sale and Joint Escrow kt#ins (the Purchase
Agreement) to purchase the office complex and videawd commonly known as the San Rafael Corporatee® (the SRCC), located in the
City of San Rafael, California. The Company curietgases approximately 40% of the complex, whtalses as its corporate headquarters.
Subject to the adjustments provided in the PurchAaggeement, the purchase price of the SRCC is eégddo be $116.5 million. At
December 31, 2013 the Company had deposited $1ii8i&n into escrow in connection with the penditngnsaction which is expected to
close during the first quarter of 2014. The Purehagreement contains customary representationsvanénties, covenants, closing conditi
and termination provisions. See Note 24 to theses@ladated Financial Statements for additionalws@on regarding the Company’s
Minimum Lease Commitments related to SRCC.

Capitalized interest related to the Company’s prigp@lant and equipment purchases for each ofttreee years ended December 31,
2013 was insignificant.

(12) INVENTORY
Inventory consisted of the following:

December 31

2013 2012
Raw materials $ 15,30¢ $ 11,94
Work-in-process 88,417 71,44
Finished good 58,87¢ 45,30¢

Total inventory $162,60! $128,69!
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Inventory as of December 31, 2013 and 2012 incl@&d5 million and $0, respectively, of VIMIZIM iewntory related to the pre-launch
VIMIZIM manufacturing campaign. The Company belistbat all material uncertainties related to thenate regulatory approval of
VIMIZIM for commercial sale have been significantlgduced based on positive data from Phase 3 alitrial results, successful pre-filing
meetings with the FDA for the Biologics License Aipgtion (the BLA), the filing of the BLA with th&DA in the first quarter of 2013, and t
filing of the Marketing Authorization ApplicatiorMAA) filed with the EMA in April 2013. In its evalation, the Company also considered its
historical experience with developing and comméisciaroducing similar products.

Inventory as of December 31, 2013 and 2012 aldaded $0.3 million and $12.0 million, respectivedf,product manufactured using
certain process and specification changes that hatvget received regulatory approval. Althoughredpict may have been approved by a
regulatory agency, the process and specificatiamgbs must also be approved before product produitedhe alternate processes and
specifications can be sold commercially.

The Company expects to receive regulatory appravdlhas determined that it is probable that the g2my will realize the future
economic benefit associated with the costs of tiresmntories through future sales.

(13) SUPPLEMENTAL BALANCE SHEET INFORMATION

Other Assets consisted of the following:

December 31

2013 2012

Deposits $ 7,19¢ $ 6,84«
Restricted investmen 412 3,49:
Escrow balance for SRCC purchi 116,50( 0
Deferred offering cost 15,37¢ 3,67¢
Strategic investmel 13,00( 2,93:
Other 3,68¢ 2,59¢

Total other asse! $156,17: $19,54¢

Accounts payable and accrued liabilities consisfetthe following:

December 31

2013 2012

Accounts payable $ 36,89 $ 23,99!
Accrued accounts payat 58,40¢ 43,15¢
Accrued vacation expen 10,481 8,40:
Accrued compensation exper 33,49¢ 27,53(
Accrued royalties payab 5,82¢ 4,991
Accrued rebates payak 10,42¢ 9,62¢
Other accrued operating expen 4,87¢ 6,17¢
Current portion of nonqualified deferred compermatiability 1,36: 6,44(
Value added taxes payat 3,60z 2,072
Current portion of contingent acquisition considierapayable 11,88: 10,76¢
Other 6,00 3,91¢

Total accounts payable and accrued liabili $183,27: $147,06¢
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The roll forward of significant estimated accruetiates, reserve for cash discounts and allowamamidtful accounts for 2013, 2012
and 2011 was as follows:

Provision/ Actual Charges Actual Charges
Balance a Provision (Reversals) Related to Related to Balance a
Beginning for Current for Prior Current Prior Period End of
of Period Period Sale: Period Sale: Period Sales Sales Period
Year ended December 31, 20.
Accrued rebate $ 9,62¢ $ 18,87: $ (1,169 $  (12,02Y $ (4,879 $10,42¢
Reserve for cash discour 372 4,54¢ 0 (4,199 (342) 38¢
Sales return resen 0 907 0 0 0 907
Allowance for doubtful accoun 34¢ 13¢ 43 0 0 52¢
Year ended December 31, 20
Accrued rebate $ 6,02¢ $ 16,44¢ $ (439 $ (8,199 $ (4,227) $ 9,62¢
Reserve for cash discout 34z 4,21¢ 0 (4,189 0 37z
Allowance for doubtful accoun 513 0 (16%) 0 0] 34¢
Year ended December 31, 20.
Accrued rebate $ 5,89¢ $ 14,36¢ $ (639 $ (10,049 $ (3,567) $ 6,02t
Reserve for cash discour 304 3,54: 0 (3,209 (29€) 34z
Allowance for doubtful accoun 64 0 1,052 0 (604) 51z

(14) DERIVATIVE INSTRUMENTS AND HEDGING STRATEGIES
Foreign Currency Exchange Rate Exposure

The Company uses forward foreign currency exchaogéacts to hedge certain operational exposusestireg from changes in foreign
currency exchange rates. Such exposures resultfastions of the Company’s forecasted revenuesopedating expenses being denominatec
in currencies other than the U.S. dollar, primattilg Euro, the British Pound and Brazilian Real.

The Company designates certain of these forwamldgorcurrency exchange contracts as hedging insintsvand enters into some
forward foreign currency exchange contracts thatcansidered to be economic hedges that are nigindésd as hedging instruments. Whethe
designated or undesignated, these forward foraigmiecy exchange contracts protect against thectieuin value of forecasted foreign
currency cash flows resulting from Naglazyme prdadeagenues, Aldurazyme royalty revenues, operaimenses and net asset or liability
positions designated in currencies other than tise tbllar. The fair values of forward foreign @mcy exchange contracts are estimated usin
current exchange rates and interest rates, andrtekeonsideration the current creditworthinesthef counterparties or the Company, as
applicable. Details of the specific instrumentsdulgg the Company to hedge its exposure to foreigreacy exchange rate fluctuations are
discussed below. See Note 15 to these Consolidftedicial Statements for additional discussion migg the fair value of forward foreign
currency exchange contracts.

At December 31, 2013, the Company had 34 forwareida currency exchange contracts outstandinglt@a setal of 41.8 million Euros
with expiration dates ranging from January 2014ulgh December 2014. These hedges were entereith intder to protect against the
fluctuations in revenue associated with Euro demnabaid Naglazyme and Aldurazyme sales. The Compasydimally designated these
forward foreign currency exchange contracts as flashhedges and expects them to be highly effedtivoffsetting fluctuations in revenues
denominated in Euros related to changes in foreigrency exchange rates.
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The Company also enters into forward foreign curyegxchange contracts that are not designateddggebkdor accounting purposes. The
changes in fair value of these forward foreign ency exchange contracts are included as a pasllfigs General and Administrative expense
in the Company’s Consolidated Statements of OperatiAt December 31, 2013, the Company had on¢amali®g forward foreign currency
exchange contract to sell 36.7 million Euros, whigks not designated as a hedge for accounting pespmnd which matured on January 31,
2014.

The maximum length of time over which the Compankiedging its exposure to the reduction in valudcasted foreign currency ci
flows through forward foreign currency exchangetcaxts is through December 31, 2014. Over the tveative months, the Company expects
to reclassify $2.4 million from accumulated othemprehensive income to earnings as the forecasteshue transactions.

The fair value carrying amounts of the Companysvégive instruments were as follows:

Asset Derivatives Liability Derivatives
December 31, 2013 December 31, 2013
Balance Sheet Locatior Fair Value Balance Sheet Locatior Fair Value

Derivatives designated as hedging instrument:
Accounts payable al

Forward foreign currency exchange contr: Other current asst $ 0 accrued liabilitie $ 2,18¢
Other long

Forward foreign currency exchange contr: Other asse 0 term liabilities 0

Total $ 0 $ 2,18¢

Derivatives not designated as hedging instrument:
Accounts payable al

Forward foreign currency exchange contr: Other current asst $ 59 accrued liabilitie $ 0
Total 59 0
Total value of derivative contrac $ 59 $ 2,18¢
Asset Derivatives Liability Derivatives
December 31, 201, December 31, 201,
Balance Sheet Locatior Fair Value Balance Sheet Locatior Fair Value

Derivatives designated as hedging instrument:
Accounts payable al

Forward foreign currency exchange contr: Other currentasse $ 1,462 accrued liabilite  $ 1,07¢
Other long

Forward foreign currency exchange contr: Other asse 0 term liabilities 36¢

Total $ 1,46: $ 1,44¢

Derivatives not designated as hedging instrument:
Accounts payable al

Forward foreign currency exchange contr: Other current asse  $ 84 accrued liabilite  $ 0
Total 84 0
Total value of derivative contrac $ 1,54 $ 1,44¢
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The effect of the Company’s derivative instrumemishe Consolidated Financial Statements for tlegsyended December 31, 2013,

2012 and 2011 was as follows:

(1)
(2)
(3)
(4)

Forward Foreign Currency Exchange Contracts

2013 2012 2011
Derivatives Designated as Hedging Instruments
Net gain (loss) recognized in Other Comprehensicerne
(och (1) $ (1,366 $ (8,749 $ 8,168
Net gain (loss) reclassified from accumulated Q@ i
income (2) 49 (3,687%) 2,98¢
Net gain (loss) recognized in income 31C 927 (1,486
Derivatives Not Designated as Hedging Instruments
Net gain (loss) recognized in income $ (2,04 $ 674 $ 674

Net change in the fair value of the effective pmrttlassified as OC

Effective portion classified as net product revet

Ineffective portion and amount excluded from effemtess testing classified as selling, generalaaiministrative expens
Classified as selling, general and administratiigease

At December 31, 2013, 2012 and 2011, accumulategl domprehensive income before taxes associatbdarivard foreign currency

exchange contracts qualifying for hedge accourttiegtment was a loss of $2.4 million and a gaii®® million and a loss of $8.0 million,
respectively.

The Company is exposed to counterparty creditarskll of its derivative financial instruments. TBempany has established and

maintains strict counterparty credit guidelines anters into hedges only with financial institusdhat are investment grade or better to
minimize the Company’s exposure to potential desadlhe Company does not require collateral toledged under these agreements.
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(15) FAIR VALUE MEASUREMENTS

The Company measures certain financial assetsaitities at fair value on a recurring basis, udihg available-for-sale fixed income
securities and foreign currency derivatives. Thietmbelow present the fair value of these findragaets and liabilities determined using the
following input levels.

Fair Value Measurements at December 31, 20:

Quoted Price ir

Active Markets Significant
for Identical Significant Other Unobservable
Assets Observable Inputs Inputs
(Level 1) (Level 2) (Level 3) Total
Assets:
Cash and cash equivaler
Overnight deposit $ 156,22¢ $ 0 $ 0 $ 156,22¢
Money market instrumen 0 412,55 0 412,55
Total cash and cash equivale $ 156,22¢ $ 412,55! $ 0 $ 568,78
Available-for-sale securities
Shor-term:
Certificates of depos $ 0 $ 30,518 $ 0 $ 30,51
Corporate debt securitit 0 99,25! 0 99,25
Commercial pape 0 86,17¢ 0 86,17¢
Long-term:
Certificates of depos 0 16,49’ 0 16,497
Corporate debt securitit 0 242,15¢ 0 242,15¢
U.S. Government agency securit 0 8,901 0 8,901
Greek governme-issued bond 0 144 0 144
Total availabl-for-sale securitie $ 0 $ 483,64. $ 0 $ 483,64:
Other Current Asset
Nonqualified Deferred Compensation Plan as $ 0 $ 13€ $ 0 $ 13€
Forward foreign currency exchange contract asg¢ 0 59 0 58
Restricted investments ( 0 5,67( 0 5,67(
Total other current asse $ 0 $ 5,86¢ $ 0 $ 5,86¢
Other Assets
Nonqualified Deferred Compensation Plan as $ 0 $ 3,45¢ $ 0 $ 3,45¢
Restricted investments ( 0 412 0 412
Strategic investment (: 13,00( 0 0 13,00(
Total other asse $ 13,00( $ 3,871 $ 0 $ 16,87
Total asset $ 169,22¢ $ 905,93: $ 0 $1,075,15!
Liabilities:
Current Liabilities:
Nonqualified Deferred Compensation Plan liabi $ 1,227 $ 13€ $ 0 $ 1,368
Forward foreign currency exchange contract liapilit) 0 2,18¢ 0 2,18¢
Contingent acquisition consideration paye 0 0 11,88: 11,88
Total current liabilities $ 1,22i $ 2,322 $ 11,88: $ 15/43:
Other lon¢-term liabilities:
Nonqualified Deferred Compensation Plan liabi $ 12,34t $ 3,45¢ $ 0 $ 15,80«
Contingent acquisition consideration paye 0 0 30,79( 30,79(
Asset retirement obligatic 0 0 4,12 4,122
Total other lon-term liabilities $ 12,34¢ $ 3,45¢ $ 34,91 $ 50,71¢
Total liabilities $ 13,57: $ 5,781 $ 46,79 $ 66,14
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Fair Value Measurements at December 31, 20:

Quoted Price ir

Active Markets Significant
for Identical Significant Other Unobservable
Assets Observable Inputs Inputs
(Level 1) (Level 2) (Level 3)
Assets:
Cash and cash equivaler
Overnight deposit $ 54,01¢ $ 0 $ 0
Money market instrumen 0 126,50¢ 0
Total cash and cash equivale $ 54,01¢ $ 126,50¢ $ 0
Available-for-sale securities
Shor-term:
Certificates of depos $ 0 $ 36,61t $ 0
Corporate debt securitit 0 222,14 0
U.S. Government agency securit 0 8,51¢ 0
Long-term:
Certificates of depos 0 12,13¢ 0
Corporate debt securitit 0 94,75: 0
U.S. Government agency securit 0 9,001 0
Greek governme-issued bond 0 10C 0
Total availabl-for-sale securitie $ 0 $ 383,27: $ 0
Other Current Asset:
Nonqualified Deferred Compensation Plan as $ 0 $ 2,052 $ 0
Forward foreign currency exchange contract as$e 0 1,547 0
Restricted investments ( 0 2,247 0
Total other current asse $ 0 $ 5,84 $ 0
Other Assets
Nonqualified Deferred Compensation Plan as $ 0 $ 2,37t $ 0
Restricted investments ( 0 3,492 0
Strategic investment (: 2,93¢ 0 0
Total other asse! $ 2,93¢ $ 5,867 $ 0
Total asset $ 56,95 $ 521,48 $ 0
Liabilities:
Current Liabilities:
Nonqualified Deferred Compensation Plan liabi $ 6,44( $ 0 $ 0
Forward foreign currency exchange contract liapiit) 0 1,07¢ 0
Contingent acquisition consideration paye 0 0 10,76¢
Asset retirement obligatic 0 0 1,68¢
Total current liabilities $ 6,44( $ 1,07¢ $ 12,44¢
Other lon¢term liabilities:
Nonqualified Deferred Compensation Plan liabi $ 5,041 $ 4,427 $ 0
Forward foreign currency exchange contract liapi(it) 0 36¢ 0
Contingent acquisition consideration paye 0 0 30,61¢
Asset retirement obligatic 0 0 2,192
Total other lon-term liabilities $ 5,041 $ 4,79¢ $ 32,81(
Total liabilities $ 11,48 $ 5,87¢ $ 45,25¢
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(1) See Note 14 to these Consolidated Financial Statesnfier further information regarding the derivatimstruments

(2) The restricted investments secure the Compamggocable standby letter of credit obtaineddnmection with the Company’s new
corporate facility lease agreements and certaimoercial agreement

(3) The Company has an investment in marketabl@yes@curities measured using quoted prices incimeamarket that is considered a
strategic investment. See Note 6 to these Congetidginancial Statements for additional discussemarding the Company’s strategic
investment

There were no transfers between levels during ¢ gnded December 31, 2013.

The Company’s Level 2 securities are valued ugiirgl{party pricing sources. The pricing servicelagt industry standard valuation
models, including both income and market-basedagmgtres, for which all significant inputs are obsbte, either directly or indirectly, to
estimate fair value. These inputs include repatedes of and broker/dealer quotes on the samendassecurities, issuer credit spreads,
benchmark securities, prepayment/default projesttmsed on historical data and other observabigsnp

The Company validates the prices provided by itsl{party pricing services by understanding the eisdised, obtaining market values
from other pricing sources, analyzing pricing dataertain instances and confirming those secugriti@ded in active markets. See Note 8 to
these Consolidated Financial Statements for fuitifermation regarding the Company’s financial instents.

Liabilities measured at fair value using Level Blts were comprised of contingent acquisition abergition payable and asset retiremer
obligations.

The Company’s contingent acquisition consideragiapable is estimated using a probability-basednrecapproach utilizing an
appropriate discount rate. Key assumptions usaddyagement to estimate the fair value of contingequisition consideration payable
include estimated probabilities, the estimatedrigmif when a milestone may be attained and assdisedunt periods and rates. Subsequent
changes in the fair value of the contingent actjaisiconsideration payable, resulting from managafraeevision of key assumptions, will be
recorded in Intangible Asset Amortization and Cogéint Consideration in the Company’s Consolidatatefients of Operations.

Contingent acquisition consideration payable atdbawer 31, 201 $ 41,38
Changes in the fair value of the contingent actjaisiconsideration payab 14,45:
Addition of contingent consideration payable refatie the Zacharon acquisitic 1,851
Milestone payments to former LEAD shareholc (15,020)

Contingent acquisition consideration payable atdbawer 31, 201 $ 42,67

Under certain of the Company’s lease agreemergsCtmpany is contractually obligated to returnédebspace to its original condition
upon termination of the lease agreement. The Coynpenords an asset retirement obligation liabgityl a corresponding capital asset in an
amount equal to the estimated fair value of thégakibn when estimable. In subsequent periodseéoh such lease, the Company records
interest expense to accrete the asset retiremégatibn liability to full value and depreciatesohacapitalized asset retirement obligation asse!
both over the term of the associated lease agrdemen

Asset retirement obligations at December 31, 2 $3,871
Accretion 15t
Accruals added for new leas 90

Asset retirement obligations at December 31, 2 $4,12:
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The Company acquired intangible assets as a mfsudirious business acquisitions. The estimated/&ue of these lontived assets we
measured using Level 3 inputs as of the acquisdate.

(16) STOCKHOLDERS' EQUITY
2012 Inducement Plan

On May 8, 2012, the Board of Directors approved2®#? Inducement Plan (the 2012 Inducement Plamhwprovides for grants of up
to 750,000 share-based awards to new employeésding grants of restricted stock units (RSUs) grathts of options to purchase common
stock at a price equal to the fair market valusuafh shares on the date of grant. The awards bstastlially similar to those granted under the
Company’s 2006 Share Incentive Plan as amendedeatated on March 22, 2010 (the Share Incentive) Pldne 2012 Inducement Plan
expired in March 2013.

Share Incentive Plar

BioMarin’s 2006 Share Incentive Plan (Share InaenRlan), which replaced the Company'’s previouskstption plans (the 1997 Stock
Plan and the 1998 Directors Options Plan), providegrants of options to employees to purchasensomstock at the fair market value of
such shares on the grant date, as well as othasfof equity compensation. As of December 31, 2@d&yrds issued under the 2006 Share
Incentive Plan include both stock options and igstt RSUs. Stock option awards granted to empkogeaerally vest over a four-year period
on a cliff basis six months after the grant date tien monthly thereafter. The term of the outstamdptions is generally ten years. RSUs
granted to employees generally vest in a straiglktdnnually over a four-year period after the gdate. Restricted stock units granted to
directors generally vest in full one year after ¢ginant date.

As of December 31, 2013, options to purchase ajpmpately 0.4 million, 12.3 million and 0.5 milliorhares were outstanding under the
2012 Inducement Plan, the Share Incentive Planftm@ompany’s previous stock option plans, respegt

As of December 31, 2013, an aggregate of approeiyatl.5 million and 0.7 million unissued sharesevauthorized for future issuance
under the Share Incentive Plan and 2012 InduceRlant respectively.

Employee Stock Purchase Ple

Under BioMarin’s ESPP, which was approved in Jub@62and replaced the Company’s previous plan, gyepbmeeting specific
employment qualifications are eligible to partiggand can purchase shares on established datbspi@@hase date) semi-annually through
payroll deductions at the lower of 85% of the famrket value of the stock at the commencementebffering period or each purchase date ¢
the offering period. Each offering period will spap to two years. The ESPP permits eligible emmsyte purchase common stock through
payroll deductions for up to 10% of qualified compation, up to an annual limit of $25,000. The E&PRtended to qualify as an “employee
stock purchase plan” under Section 423 of the hateiRevenue Code. During 2013, the Company issG8(/20 shares under the ESPP.

As of December 31, 2013 there were approximatelyntlllion shares reserved for future issuance uttieESPP.

Board of Director Grants

An initial option is granted to each new outsidentber of BioMarin’s Board of Directors to purchase@®O0 shares of common stock at
the fair value on the date of the grant. Until Jag2007, on each anniversary date of becomingegtdir, each outside director was granted
options to purchase 30,000 shares of common
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stock at the fair market value on such date. Ctlyreon the date of each annual meeting of stoak s, other than newly elected directors,
each outside director is granted options for thelpase of 15,000 shares of common stock and 2,500sRThe options vest over one year anc
have a term of ten years. The RSUs vest on the@meanniversary of the date of grant.

Stockholder’ Rights Plan

The Company’s Rights Plan expired on May 30, 2@k2a result, each outstanding share of the Compargrhmon stock is no longer
accompanied by a Right. The holders of common stgerle not entitled to any payment as a result @ftkpiration of the Rights Agreement
and the Rights issued thereunder.

At December 31, 2013, an aggregate of approxim&@I® million unissued shares was authorized fiur&uissuance under the
Companys stock plans, which includes shares issuable uhdeBhare Incentive Plan and the ESPP. UnderttheeSncentive Plan awards t
expire or are cancelled without delivery of shayeserally become available for issuance underdabpeactive plan. Awards that expire or are
cancelled under the Company’s suspended 1997 $fack 1998 Director Option Plan or 2012 Inducenfdah may not be reissued.

(17) STOCK-BASED COMPENSATION

The following table summarizes activity under then@pany’s stock option plans, including the 2012ucement Plan and those
suspended upon the adoption of the Share InceRtarefor the year ended December 31, 2013. Albopgirants presented in the table had
exercise prices not less than the fair value ottderlying common stock on the grant date:

Weighted- Weighted Aggregate Intrinsic
Average Average
Shares Exercise Price Remaining Years Value (1)
Options outstanding as of December 31, 2012 13,865,15 $ 25.6¢
Granted 2,5655,12; $ 66.7¢
Exercisec (2,885,05) $ 22.7:
Expired and forfeite: (377,939 $ 34.4:%
Options outstanding as of December 31, 2 13,157,28 $ 34.0¢ 6.7 $ 477,61t
Options expected to vest at December 31, : 4,156,90. $ 47.2: 96,26(
Exercisable at December 31, 2( 8,394,77. $ 26.3: 5.7 $ 369,56«

(1) The aggregate intrinsic value for outstandiptjans is calculated as the difference betweerexeecise price of the underlying awards
and the quoted price of the Company’s common sasolf the last trading day of fiscal 2013. The aggte intrinsic value of options
outstanding and exercisable includes options witkxercise price below $70.35, the closing pricthefCompany’s common stock on
December 31, 201:

The weighted-average fair value per option gramete years ended December 31, 2013, 2012 and®a84 $30.77, $37.70 and $27.89,
respectively. The total intrinsic value of optiamercised during the years ended December 31, 2012, and 2011 was $119.2 million, $94.6
million and $25.1 million, respectively. The aggaggintrinsic value of options exercised was deieechas of the date of option exercise.
Upon the exercise of the options, the Company ssse& common stock from its authorized shares.

There were 13.1 million options that were in-thermp at December 31, 2013.
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Determining the Fair Value of Stock Options and $foPurchase Right:

The fair value of each option award is estimatedhendate of grant using the Bla8icholes valuation model and the assumptions na
the tables below. The expected life of optionsasdal on observed historical exercise patterns.fgSrotiemployees that have similar historical
exercise patterns were considered separately foatian purposes, but none were identified that diatinctly different exercise patterns as of
December 31, 2013. The expected volatility of stoptions is based upon the weighted average diitfterical volatility of the Company’s
common stock and the implied volatility of tradgations on the Company’common stock for fiscal periods in which therstuficient tradinc
volume in options on the Company’s common stocle figk-free interest rate is based on the impliettyon a U.S. Treasury zero-coupon
issue with a remaining term equal to the expeaead bf the option. The dividend yield reflects ttted Company has not paid any cash
dividends since inception and does not intend {ogrgy cash dividends in the foreseeable future.a/seimptions used to estimate the per ¢
fair value of stock options granted under the 2BiRicement Plan and the 2006 Share Incentive Péaa as follows:

Years Ended December 31

2013 2012 2011
Expected volatility 44— 47% 45— 46% 46-50%
Dividend yield 0.0% 0.0% 0.0%
Expected life 6.6— 6.8 years 6.5 years 6.3- 6.4 year:
Risk-free interest rat 1.0-2.4% 0.8-1.1% 1.2-2.7%

The Company recorded $37.0 million, $32.8 millierd&31.7 million of compensation costs relateduwent period vesting of stock
options for the years ended December 31, 2013, 28d2011, respectively. As of December 31, 20i8tdtal unrecognized compensation
cost related to unvested stock options was $102libm These costs are expected to be recognized @ weighted average period of 2.8 ye

The assumptions used to estimate the per sharealaie of stock purchase rights granted under BieFEwere as follows:

Years Ended December 31

2013 2012 2011
Expected volatility 37% 31% 32-48%
Dividend yield 0.0% 0.0% 0.0%
Expected life 6-24 month: 6-24 month: 6-24 months
Risk-free interest rat 0.1-0.3% 0.2-0.3% 0.1-0.6%

The Company recorded $3.6 million, $2.9 million &®4 million of compensation costs related toamgigranted under the ESPP for
years ended December 31, 2013, 2012 and 2011 ctashe. As of December 31, 2013, there was $5 Maniof total unrecognize
compensation cost related to unvested stock optisugble under the ESPP. These costs are expgediedecognized over a weighted avel
period of 1.5 years.

Restricted Stock Unit Awards with Serv-Based Vesting Conditions

RSUs are generally subject to forfeiture if empleyrterminates prior to the release of vestingirtgins. The Company expenses the
cost of the RSUs, which is determined to be therfeirket value of the shares of common stock ugtherithe RSUs at the date of grant,
ratably over the period during which the vestingtrietions lapse.
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A summary of non-vested RSU activity under the pgtarthe year ended December 31, 2013 as follows:

Weighted
Average Grant
Weighted Aggregate Intrinsic
Date Fair Average
Shares Value Remaining Years Value
Non-vested units as of December 31, 2012 898,94 $ 33.1(
Granted 592,00: $ 66.81
Vested (300,96%) $ 30.6¢
Forfeited (56,14) $ 40.8(
Non-vested units as of December 31, 2 1,133,83 $ 50.97 8.7 $ 79,76:
Non-vested units expected to vest at December 31, 1,039,52 $ 50.62 $ 73,13(

The weighted-average grant date fair value peresbBRSUs granted during the years ended Decenih@033, 2012 and 2011, was
$66.81, $37.81 and $27.47, respectively. The fatalalue of restricted stock that vested and redsased in the years ended December 31,
2013, 2012 and 2011 was $19.7 million, $7.7 milléovd $4.2 million, respectively.

The Company recorded $13.0 million, $7.3 milliord&4.5 million of compensation costs related to R8lith service-based vesting
conditions for the years ended December 31, 2008 and 2011, respectively. As of December 31, 2018e was $46.6 million of total
unrecognized compensation cost related to unvésBds with servicdsased vesting conditions. These costs are exptxtazirecognized ow
a weighted average period of 3.0 years.

Restricted Stock Unit Awards with Performance andaMet-Based Vesting Conditions

Pursuant to the approval of the Board the Compaagtgd RSU awards with performance and market-basstihg conditions to certain
executive officers that provide for a base awarflGff,000 RSUs in total (Base RSUs) that may bestefjuto 75% to 125% depending on the
performance of the Company’s stock as discussékeiubelow. A summary of novested Base RSU activity under the plans for ther gade!
December 31, 2013 is as follows:

Weighted Weighted
Average Grant Average
Remaining
Date Fair Aggregate
Base Award Value Years Intrinsic Value
Non-vested units with performance and market vesting
conditions as of December 31, 2( 875,00( $ 33.8¢
Grantec 0
Vested 0
Forfeited (15,000 $ 32.61
Non-vested units with performance and market vesting
conditions as of December 31, 2( 860,00( $ 34.6¢ 2.2 $ 60,50

The number of RSUs that could potentially vest fithn Base RSUs granted is contingent upon achieveofispecific performance
goals and will be multiplied by the Total Sharelasl&eturn (the TSR) multiplier which could rangenfr 75% to 125% to determine the
number of earned RSUs.
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The vesting of the Base RSUs under these speciittgis contingent upon the achievement of matg@rformance conditions, as
follows:

Base Number o
Percentage of Bas

RSUs to RSUs Granted
Vest Upon Before TSR
Strategic Performance Goal Achievement of Goa Multiplier
Product Goals
Approval of VIMIZIM in the U.S. or EU prior to Deoeber 31, 201! 35% 301,00
Approval of PEG PAL or any other non-VIMIZIM produin the U.S. or EU
prior to December 31, 201 25% 215,00
Financial Goal
Total revenues of at least $775.0 million in fis2@ll5 40% 344,00(
860,00(

The number of RSUs that could potentially vest fithn Base RSUs granted is contingent upon achieveofispecific performance
goals and will be multiplied by the TSR multipli@hich could range from 75% to 125% to determinenthmber of earned RSUs. The TSR
multiplier will be determined based on the CompaniSR percentile ranking relative to the TSR ofNe&SDAQ Biotechnology Index on
December 31, 2015. TSR is calculated based ontieading day average prices before the beginnimbesmd of the performance period of the
Company’s common stock and each comparator comipathg NASDAQ Biotechnology Index. The measurenpariod for the performance
and TSR conditions is from the grant date througladdnber 31, 2015, subject to certain change ofagmtovisions (the Performance Period).
The RSUs earned at the end of the PerformancedPerilovest on the filing date of the Company’s Arah Report on Form 10-K for the 2015
fiscal year, subject to certain holding periodse Tinaximum number of RSUs that could vest if alfg@nance conditions are achieved and a
TSR multiplier of 125% is applied would be 1,075)MSUs.

The Company utilized a Monte Carlo simulation mddetstimate the TSR multiplier and determinedgtent date fair value on each of
the grant dates. The assumptions used to estimafait value of the RSUs with performance and reavksting conditions were as follows:

Grant Date
September 5,201 May 29, 201. June 1, 201
Fair value of the Company’s common stock on gramé d $ 374t $ 39.0¢6 $ 28.11
Expected volatility 31.7% 44.8% 47.95%
Risk-free interest rat 0.37% 0.52% 1.42%
Dividend yield 0.C% 0.C% 0.C%

The Monte Carlo simulation model also assumed taioas of returns of the stock prices of the Compsmcommon stock and the
common stock of a peer group of companies andridaicstock price volatilities of the peer groupamimpanies. The valuation model also L
terms based on the length of the performance panoddcompound annual growth rate goals for totalldtolder return based on the provisions
of the award.

Stock-based compensation expense for this awatdevilecognized over the remaining service periegiining in the period the
Company determines the strategic performance gagbals is probable of achievement. During 2013 agement concluded that regulatory
approval of VIMIZIM was probable and the Compangarled $6.5 million of compensation expense reltdgtie performance based RSUs
allocated to this performance goal. The Companyndidtecognize compensation expense for these aviardhe years

F-37



Table of Contents

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(In thousands of U.S. dollars, except per share amats or as otherwise disclosed)

ended December 31, 2012 and 2011 because the Cgspaamagement had not yet determined the goals prbable of achievement. As of
December 31, 2013, there was $6.3 million of tatakcognized compensation cost related to the tedesvards allocated to the VIMIZIM
performance goal. These costs are expected tacbgnmized over a weighted average period of 2.2syear

Compensation expense included in the Company’s @idiased Statements of Operations for all stockeblasompensation arrangements
was as follows:

Years Ended December 31

2013 2012 2011
Cost of sales $ 4,86( $ 4,89( $ 5,171
Research and developm 27,76: 20,73¢ 16,36"
Selling, general and administrati 31,75: 22,34¢ 22,28:
Total stocl-based compensation expel $64,37¢ $47,97: $43,81¢

Stock-based compensation of $6.1 million, $4.3iariland $5.3 million was capitalized into inventofgr the years ended December 31,
2013, 2012 and 2011, respectively. Capitalizedkstmsed compensation is recognized as cost of s&les the related product is sold.

(18) COMPREHENSIVE INCOME

The following table summarizes amounts reclassifietlof Accumulated Other Comprehensive Income/g) ¢a8OCI) and their effect on
the Company’s Consolidated Statements of Operafmrthe year ended December 31, 2013.

Amount Reclassified
from AOCI
(Gain) Loss
Year Ended December 3:

Consolidated Statement o

Details about AOCI Components 2013 Operations Classification
Gains on cash flow hedge
Forward foreign currency exchange contr: $ (37) Net product revenue
Forward foreign currency exchange contr: (40 Selling, general and administrat
28 Provision for income taxe
$ (49 Net loss

The following table summarizes changes in the actated balances for each component, of other camepigve income/(loss),
including current period other comprehensive ince@me reclassifications out of AOCI, for the yeadeth December 31, 2013.

Unrealized
Gain (Losses) ol
Gains (Losses Foreign
Available-for-sale Currency
on Cash Flow Translation
Hedges Securities Adjustments Total
AOCI balance, net of tax at December 31, 2012 $ (97) $ 13¢ $ (23¢) $ (202)
Other comprehensive income (loss) before reclassifins (1,36€) 6,27¢ 361 5,27(
Less amounts reclassified from AQ 49 1 0 50
Net increase in other comprehensive income (| (1,415 6,274 361 5,22(
AOCI balance, net of tax at December 31, 2 $ (1,519 $ 6,407 $ 128 $5,01¢
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(19) REVENUE AND CREDIT CONCENTRATIONS

Net Product RevenueFhe Company considers there to be revenue contientriasks for regions where net product revenueeexrls ten
percent of consolidated net product revenue. Theeaatration of the Company’s net product revenubiwihe regions below may have a
material adverse effect on the Company’s revendaesults of operations if sales in the respeatgtons experience difficulties.

The table below summarizes net product revenuescdrations based on patient location for Naglazytuwan and Firdapse and
Genzyme’s headquarters for Aldurazyme. AlthoughzZgere sells Aldurazyme worldwide, the royalties earby the Company on Genzyme's
net sales are included in the U.S. region, asréitesactions are with Genzyme whose headquartetsaaied in the U.S.

For the Years Ended December 31

2013 2012 2011
Region:
United State: 52% 50% 51%
Europe 22% 22% 23%
Latin America 13% 15% 13%
Rest of worlc 13% 13% 13%
Total net product revent 100(% 10C% 10(%

The following table illustrates the percentagehaf tonsolidated net product revenue attributetiddompany’s four largest customers.

For the Years Ended December 31

2013 2012 2011

Customer A 15% 15% 17%
Customer B (1 16% 1€% 19%
Customer C 9% 12% 10%
Customer C _11% 9% &%
Total __51% __52% __54%

(1) Genzyme is the Company’s sole customer for rddyme and is responsible for marketing and selitiyrazyme to third-parties. Net
product revenues from Genzyme are comprised oftfegan worldwide net Aldurazyme sales and incretaleproduct transfer revent

The accounts receivable balances at December 3B, &t 2012 were comprised of amounts due fronomests for net product sales of
Naglazyme, Kuvan and Firdapse and Aldurazyme promlaicsfer and royalty revenues. On a consolidageis, the Compa’s two largest
customers accounted for 45% and 15% of the DeceBihe&2013 accounts receivable balance, respectigeiypared to December 31, 2012
when the two largest customers accounted for 51841886 of the accounts receivable balance, resmygtids of December 31, 2013 and
December 31, 2012, accounts receivable for the @ogip largest customer balance included $26.3onillind $32.4 million, respectively, of
unbilled accounts receivable related to net incr@alédldurazyme product transfers to Genzyme. Them@any does not require collateral fi
its customers, but does perform periodic creditiations of its customers’ financial condition aedjuires immediate payment in certain

circumstances.

The Company’s product sales to government-ownegbeernment-funded customers in certain Europeantdes, including Italy,
Spain, Portugal and Greece, are subject to payteens that are statutorily
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determined. Because these customers are goverrawae or government-funded, the Company may bedtepaby declines in sovereign
credit ratings or sovereign defaults in these coesitA significant or further decline in sovereigmedit ratings or a default in these countries
may decrease the likelihood that the Company wilect accounts receivable or may increase theodisicrates and the length of time until
receivables are collected, which could result imegative impact to the Company’s operating reslritthe year ended December 31, 2013,
approximately 4% of the Company’s net product rexssnwere from these countries. Additionally, apprately 16% of the Company’s
outstanding accounts receivable at December 318 &€lated to such countries.

The following table summarizes the accounts reddév/hy country that were past due related to It8jyain, Portugal and Greece, the
number of days past due and the total allowancddabtful accounts related to each of these camtt December 31, 2013.

Days Past Due

Allowance for

180— 36( Total Amount Doubtful

< 180 Day: Days > 360 Day: Past Due Accounts
Italy $ 0 $ 0 $ 0 $ 0 $ 0
Spain 2,031 1,44: 2,16¢€ 5,64( 0
Portugal 0 0 0 0] 0
Greece 0 0 352 352 352
Total $ 2,031 $ 1,44 $ 2,51¢ $ 5,997 $ 352

The Company also sells its products in other caemthat face economic crises and local currenggldation. Although the Company
has historically collected receivables from custmnie those countries, sustained weakness or fuditerioration of the local economies and
currencies may cause customers in those countries tinable to pay for the Company’s products. Chmpany has not historically
experienced a significant level of uncollected realeles and has received continued payments fremdre aged accounts. The Company
believes that the allowances for doubtful accouvelsted to these countries is adequate based anatgsis of the specific business
circumstances and expectations of collection fohe# the underlying accounts in these countries.

(20) INCOME TAXES

The provision for (benefit from) income taxes iséd on income (loss) before income taxes as follows

Years Ended December 31

2013 2012 2011

U.S. Source $ 46,67¢ $ 45,42: $ 63,64(
Nor-U.S. Source (223,179 (163,700 (107,26)
Loss before income tax: $(176,509) $(118,279) $ (43,62)
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The U.S. and foreign components of the provisior(lbenefit from) income taxes are as follows:

Years Ended December 31

2013 2012 2011
Provision for current income tax expen
Federal $ 5,06( $ 2,25¢ $ 2,76¢
State and loce 1,49¢ 1,87¢ 1,43¢
Foreign 2,19¢ 1,85¢ 1,641
$ 8,75¢ $ 5,99( $ 5,84¢
Provision for deferred income tax expense (bent
Federal $(6,089) $(6,055) $ 7,39¢
State and loce (2,65¢) (3,89)) (2,957
Foreign (169 25 (79)
$(8,905) $(9,921) $ 4,367
Provision for (benefit from) income tax $ (150 $(3,93)) $10,20¢

The following is a reconciliation of the statutdederal income tax rate to the Company’s effecitim®me tax rate expressed as a
percentage of income (loss) before income taxes:

Years Ended December 31

2013 2012 2011
Federal statutory income tax rate 35.(% 35.(% 35.(%
State and local taxe 0.3 1.3 (2.9
Orphan Drug & General Business Cre 14.7 27.€ 43.¢
Stock compensation exper 1.7 (1.€) (8.2
Changes in the fair value of contingent acquisitonsideration payab (2.9) (2.€) 1.5
Foreign tax rate differenti (45.9) (50.0 (86.7)
Other 1.€ 3.9 (2.0
Valuation allowance/Deferred bene 0.9 (0.9 (5.0
Effective income tax rat 0.1% 3.2% (23.9%

The significant components of the Company’s netrdefl tax assets are as follows:

December 31

2013 2012
Net deferred tax assets
Net operating loss carryforwar $ 22,89( $ 20,43:
Credit carryforward: 176,22¢ 170,32:
Property, plant and equipme 504 1,791
Accrued expenses, reserves, and prey 21,07: 18,77(
Intangible asset 8,25k 6,161
Stocl-based compensatic 29,60: 22,63¢
Inventory 12,417 17,07«
Capital loss carryforwarc 3,071 3,08:
Other 79¢ 764
Gross deferred tax ass: $274,83t $261,03(
Joint venture basis differen (1,806 (1,807
Acquired Intangible: (34,09) (31,420
Convertible notes discou (46,029 0
Other comprehensive lo (3,61)) (75)
Valuation allowanct (8,34)) (6,079
Net deferred tax asse $180,95: $221,65¢
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As of December 31, 2013, the Company had fedetadperating loss carryforwards of $29.1 million astdte net operating loss
carryforwards of $184.1 million. The Company alsalliederal research and development and orphancdedd carryforwards of $250.4
million and state research credit carryovers of.$38illion. The Company has elected to recognizeetkcess benefits related to the exercise
employee stock options under a with and withoutraagh, which will be accounted for as an increasgdditional paid-in-capital if and when
realized. As of December 31, 2013, the Companyumadcognized federal and state stock option benefi$199.6 million and $71.2 million,
respectively.

The federal net operating loss carryforwards wihiee at various dates beginning in 2026 througB2i not utilized. The federal credit
carryforward will expire at various dates beginnin@020 through 2033 if not utilized. The stat¢ oygerating loss carryforwards will expire at
various dates beginning in 2015 through 2033 ifutiized. Certain state research credit carryovalishegin to expire in 2017 if not utilized,
with others carrying forward indefinitely. The Coany also has Canadian net operating loss carryfdsaaf $1.8 million and research credit
carryovers of $0.6 million that it currently doest expect to fully utilize and therefore the Compaarries a full valuation allowance on all |
$0.2 million of the research credit carryforwardheTCanadian net operating loss carryforwards asehreh credit carryovers will expire from
2014 to 2027 and from 2018 to 2022, respectively.

The Company’s net operating losses and creditsldmilsubject to annual limitations due to ownershignge limitations provided by
Internal Revenue Code Section 382 and similar stateisions. An annual limitation could result retexpiration of net operating losses and
tax credit carryforward before utilization. Therme éimitations on the tax attributes of acquiretites however, the Company does not believe
the limitations will have a material impact on thtdization of the net operating losses or tax @sed

In 2013, the valuation allowance increased by $&iBon primarily due to state net operating lossesl credits that are not more likely
than not to be realized. In 2012, the valuatioavedince increased by $0.6 million primarily duerteeistment impairments that are not more
likely than not to be realized.

The financial statement recognition of the berfefita tax position is dependent upon the benefiideore likely than not to be
sustainable upon audit by the applicable taxingeauity. If this threshold is met, the tax benedithen measured and recognized at the largest
amount that is greater than 50% likely of beindized upon ultimate settlement. A reconciliationtloé beginning and ending amount of
unrecognized tax benefits for the years ended DbeeBil, 2013 is as follows:

December 31

2013 2012
Balance at beginning of period $43,53: $36,35(
Additions based on tax positions related to theentryeal 7,47¢ 7,19(
Additions for tax positions of prior yea (194) (9)
Balance at end of peric $50,81¢ $43,53:

Included in the balance of unrecognized tax bemafiDecember 31, 2013 are potential benefits 0f8billion that, if recognized, wol
affect the effective tax rate. The Company’s pofmyclassifying interest and penalties associatid unrecognized income tax benefits is to
include such items in the income tax expense. Kgast or penalties have been recorded by the Quyrtpadate through December 31, 2013.

The Company files income tax returns in the U.8efal jurisdiction and various states and foreigrsglictions. For income tax returns
filed before 2010, the Company is no longer sulfiectudit by the U.S.
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federal, state, local or ndo:S. tax authorities. However, carryforward taxibtites that were generated prior to 2010 maystiladjusted upc
examination by tax authorities. Currently, the Camphas an open tax return audit with the statéatifornia for tax years 2010 and 2011.

U.S. income and foreign withholding taxes havebresn recognized on the excess of the amount fanéial reporting over the tax basis
of investments in foreign subsidiaries that areesally permanent in duration. This excess totalpproximately $4.7 million as of
December 31, 2013, which will be indefinitely reésted; therefore, deferred income taxes of apprataly $1.7 million have not been
provided on such foreign earnings.

(21) COLLABORATIVE AGREEMENTS
Merck Seronc

In May 2005, the Company entered into an agreemihtMerck Serono for the further development anchmercialization of BH4, bo!
in Kuvan for PKU and for other indications, and PEGL (phenylalanine ammonia lyase). Through theagrent and subsequent amendmen
Merck Serono acquired exclusive rights to markeséhproducts in all territories outside the U.&n&la and Japan, and BioMarin retained
exclusive rights to market these products in th®.ldnd Canada. The Company and Merck Serono mepoodte on the development of
Kuvan and PEG PAL. If they agree to collaborate dke3erono will generally share equally all devel@pitncosts following successful
completion of Phase 2 trials for such product cdai#i in such indication. Merck Serono has “opteti-ofithe PEG PAL development
program, a decision that does not affect its exetusghts to PEG PAL in its territory. Unless antil Merck Serono elects to opt-in, it is not
obligated to pay any of the milestones related¢éogrogram or to reimburse the Company for anhefREG PAL development costs. Merck
Serono may elect to opt in at any time. If it edetct opt in prior to the unblinding of the firstde 3 trial, it must pay 75% of the Phase 3 cost:s
incurred prior to opting in and a $7.0 million de@ment milestone if the Phase 3 trial has statfederck Serono opts in after the unblinding
of the first Phase 3 trial for PEG PAL, it must @80% of the Phase 3 costs incurred prior to optirand a $7.0 million development
milestone.

BioMarin and Merck Serono are individually respdesifor the costs of commercializing the producithin their respective territories.
Merck Serono will also pay BioMarin royalties oa itet sales of these products. The term of theeawget is the later of 10 years after the first
commercial sale of the products or the period thhoilne expiration of all related patents within tegitories. As of December 31, 2013 and
2012, amounts due from Merck Serono for reimbuesdblelopment costs for Kuvan totaled $0.3 milkowl $0.4 million, respectively.

Other Agreements

The Company is engaged in research and developrokaborations with various other entities. Thesavfale for sponsorship of resea
and development by the Company and may also prderdexclusive royalty-bearing intellectual propelitenses or rights of first negotiation
regarding licenses to intellectual property develept under the collaborations. Typically, theseeagrents can be terminated for cause by
either party upon 90 days written notice.

In September 2007, the Company licensed to Asub@iRa Co., Ltd. (a subsidiary of Daiichi Sankyoglasgive rights to data and
intellectual property contained in the Kuvan newglapplication. The Company receives royalties etnsales of the product in Japan.

In October 2012, the Company licensed to Catallisti@aceutical Partners, Inc., (Catalyst) the Nartterican rights to develop and
market Firdapse. In consideration of this licensngngement, the Company
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received from Catalyst a $5.0 million convertiblemissory note. Under the terms of the note agregntee Company received 6.7 million
shares of Catalyst common stock upon the autoroatigersion of the convertible promissory note océber 10, 2012. The conversion p
was based on $0.75 per share, which resulted tGarfiillion loss on conversion, which was inclu@eda component of Other Income
(Expense) on the Company’s Consolidated Statenfédperations for the year ended December 31, 201&xchange for the North American
rights to Firdapse the Company may receive royatifer% to 10% on net product sales of Firdapd¢arth America. As of December 31,
2013 and 2012, amounts due from Catalyst for remsdhle development costs totaled $0.8 million ad@l $espectively.

In May 2013, the Company entered into a non-exetusbyalty bearing license with Shire Human Gen€lierapies, Inc, (Shire). Under
the terms of the agreement, Shire was grantedgheto use patents related to the intrathecaldgfi of lysosomal enzymes that are within the
Company’s control. In consideration of this licewgsagreement, the Company received a $3.0 millmmnefundable upfront payment, future
milestone payments of up to $18.0 million if cantdevelopment and commercial milestones are attdgeShire and royalties ranging from
3% to 5% on Shire net sales of the product. Thestohe payments to be made by Shire are basey aplah Shire’s performance; therefore
the Company expects to recognize the paymentssaaue upon receipt, provided that the other reveacegnition criteria have been satisfi

Other Commitments

In the normal course of business, the Company ity various firm purchase commitments primardiated to active pharmaceutical
ingredients and certain inventory related itemsofBecember 31, 2013, these commitments for theé fne years were approximately $38.2
million in 2013. The amounts primarily related tiige pharmaceutical ingredients represent mininpumchase requirements and post
marketing commitments related to the Company’s @t products.

(22) COMPENSATION AGREEMENTS AND PLANS
Employment Agreemer

The Company has entered into employment agreemathtgertain officers. Generally, these agreemeatsbe terminated without cause
by the Company upon prior written notice and payneéispecified severance, or by the officer upam fweeks’ prior written notice to the
Company.

401(k) Plan

The Company sponsors the BioMarin Retirement Savitign (the 401(k) Plan). Most employees (Partitigaare eligible to participate
following the start of their employment, at the lmegng of each calendar month. Participants mayrdmrte to the 401(k) Plan up to the lesser
of 100% of their current compensation or an amamnto a statutorily prescribed annual limit. Then@any pays the direct expenses of the
401(k) Plan and matched 100% of each Participaotdributions, up to a maximum of the lesser of @the employee annual compensatir
or $4,000 per year through December 31, 2013. I 2the Company’s 401(k) match was increased téesser of 3% of the employee’s
annual compensation or $6,000 per year. The Compangtching contribution vests over four years femployment commencement and "
approximately $3.4 million, $2.8 million and $2.2llion for the years ended December 31, 2013, 2812011, respectively. Employer
contributions not vested upon employee terminagi@nforfeited.

Deferred Compensation Ple

In December 2005, the Company adopted the Def&woadpensation Plan. The Deferred Compensation Miamsaeligible employees,
including members of the Board, management andicentghly-compensated
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employees as designated by the Deferred Compeng2ian’s Administrative Committee, the opportunidymake voluntary deferrals of
compensation to specified future dates, retireroedeath. Participants are permitted to defer postiof their salary, annual cash bonus and
restricted stock. The Company may not make additidirect contributions to the Deferred CompensaBtan on behalf of the participants,
without further action by the Board. Deferred comgagion is held in trust and generally investethédch the investment benchmarks selectec
by participants. The recorded cost of any investseiill approximate fair value. Company stock is$irgo the Deferred Compensation Pla
recorded and accounted for similarly to treasuoglsin that the value of the employer stock is deteed on the date the restricted stock vests
and the shares are issued into the Deferred Corap@nd$lan. The restricted stock issued into thieided Compensation Plan upon vesting is
recorded in stockholders’ equity. As of DecemberZil3 and 2012, the fair value of Company stod#t hg the Deferred Compensation Plan
was $13.6 million and $11.5 million, respectivelje change in market value amounted to a lossapnately $4.2 million in 2013,
compared to losses of $3.2 million and $1.3 millier2012 and 2011, respectively. See Note 15 teetl@nsolidated Financial Statements for
additional discussion regarding the fair valuehaf Deferred Compensation Plan assets and liabilitie

(23) JOINT VENTURE

Effective January 2008, the Company and Genzynieuctgred BioMarin/Genzyme LLC. Under the reviseuisture, the operational
responsibilities for the Company and Genzyme didsignificantly change, as Genzyme continues tbaly market and sell Aldurazyme and
the Company continues to manufacture Aldurazyme.

Genzyme records sales of Aldurazyme to third-pamgtomers and pays the Company a tiered paymegingafrom approximately
39.5% to 50% of worldwide net product sales depsnodn sales volume, which is recorded by the Comparproduct revenue. The Company
recognizes a portion of this amount as producsterrevenue when the product is released to Geabguoause all of the Company’s
performance obligations are fulfilled at this poamtd title to, and risk of loss for, the producs fr@nsferred to Genzyme. The product transfer
revenue represents the fixed amount per unit ofivdeyme that Genzyme is required to pay the Comahg product is unsold by Genzyme.
The amount of product transfer revenue is dedutted the calculated royalty rate when the prodsadld by Genzyme. Genzyme’s
contractual return rights for Aldurazyme are lirdite defective product. Certain research and dewedmt activities and intellectual property
related to Aldurazyme continue to be managed irjdime venture with the costs shared equally byGloenpany and Genzyme.

The Company presents the related cost of salegsaAtdiurazyme-related operating expenses as dpgrakpenses in the Company’s
Consolidated Statements of Operations. Equityénaks of BioMarin/Genzyme LLC subsequent to tlstroeturing includes BioMarin’s 50%
share of the net income (loss) of BioMarin/Genzyrh€ related to intellectual property management angoing research and development
activities.
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The results of the joint venture’s operations aesented in the table below.

Years Ended December 31

2013 2012 2011

(unaudited) (unaudited) (unaudited)

Revenue $ 0 $ 0 $ 0
Cost of goods sol 0 0 0
Gross profit 0 0 0
Operating expense 2,221 2,534 4,85¢
Loss from operation (2,22)) (2,539 (4,855
Other income 3 4 5
Net loss $ (2,219 $ (2,530 $ (4,850
Equity in the loss of BioMarin/Genzyme LL $ (1,149 $ (1,22) $ (2,420

The summarized assets and liabilities of the je@mture and the components of the Company’s investiin the joint venture are as
follows:

December 31

2013 2012

(unaudited) (unaudited)
Assets $ 1,77C $ 3,34
Liabilities (13¢) (1,74)
Net equity $ 1,634 $ 1,59¢
Investment in BioMarin/Genzyme LLC (50% share of @guity) $ 81€ $ 1,08(

(24) COMMITMENTS AND CONTINGENCIES
Lease Commitmen

The Company leases office space and researcimgestd manufacturing laboratory space in variousities under operating agreeme
expiring at various dates through 2022. Certaithefleases provide for options by the Company terekthe lease for multiple five-year
renewal periods and also provide for annual mininieneases in rent, usually based on a consumeg prilex or annual minimum increases.
Minimum lease payments for future years are as\ia!

2014 $10,89°
2015 10,05¢
2016 8,901
2017 8,34:
2018 8,04t
Thereaftel 20,28(

Total $66,53:

At December 31, 2013, the Company’s annual mininrease obligations included $35.9 million relatedtsdeases for SRCC which will
be terminated upon closing of the purchase of SR@@g the first quarter of 2014.
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Rent expense for the years ended December 31, 2013,and 2011 was $10.4 million, $10.1 milliond &®.0 million, respectively.
Deferred rent accruals at December 31, 2013 to®8e@ million, of which $0.9 million was currenth& December 31, 2013 deferred rent
accruals include $8.8 million related to SRCC whigh be released upon the completion of the pusehaf SRCC. Deferred rent accruals at
December 31, 2012 totaled $10.0 million, of whidh®million was current.

See Note 11 to these Consolidated Financial Statsnfier additional discussion regarding the purerafsSRCC.

Research and Development Funding and Technolognkés

The Company uses experts and laboratories at witiesrand other institutions to perform certaise@ch and development activities.
These amounts are included as research and devahbgxpenses as services are provided.

The Company has also licensed technology, for whiishrequired to pay royalties upon future safject to certain annual minimums.
As of December 31, 2013, such minimum annual comenits were approximately $1.2 million.

Contingencies

From time to time the Company is involved in legelions arising in the normal course of its busn@he Company is not presently
subject to any material litigation nor, to managatiseknowledge, is any litigation threatened ageihe Company that collectively is expected
to have a material adverse effect on the Compamyisolidated cash flows, financial condition omufessof operations.

As of December 31, 2013 the Company is also subjembntingent payments totaling approximately $228illion upon achievement of
certain regulatory and licensing milestones if tbegur before certain dates in the future. Of #msunt, $56.4 million relates to programs that
are no longer being developed.

As of December 31, 2013, the Company has record2d $nillion of contingent acquisition consideratipayable on its Consolidated
Balance Sheet, of which $11.9 million current.

(25) SUBSEQUENT EVENTS

On February 14, 2014, the FDA granted marketing@app for VIMIZIM for the treatment of mucopolysdtaridosis Type IV A
(Morquio Syndrome Type A or MPS IV A). The Compammediately began marketing VIMIZIM in the U.S. ngiits existing sales force and
commercial organization and completed the first cmrcial sale in the U.S.

On February 20, 2014 the Committee for CHMP ofEMA adopted a positive opinion for the Company’s M#or VIMIZIM for the
treatment of MPS IV A. The CHMP’s recommendationasv referred to the European Commission (EC). H@ds expected to render a final
decision for VIMIZIM in the second quarter of 2014.
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CONTRACT OF PURCHASE AND SALE AND JOINT ESCROW INST RUCTIONS

THIS CONTRACT OF PURCHASE AND SALE AND JOINT ESCROMNSTRUCTIONS (this “Agreement”) is made and entered
into as of the 16th day of December, 2013 (ti#féctive Date”), by and amon@R CORPORATE CENTER PHASE ONE, LLC, a
Delaware limited liability company (Phase One Sellet), SR CORPORATE CENTER PHASE TWO, LLC , a Delaware limited liability
company (“Phase Two Sellef; individually and/or collectively, as the contaxiay require, ‘Seller”), each having an address c/o Seagate
Properties, Inc., 980 Fifth Avenue, San Rafaeljf@alia, 94901, andCALIFORNIA CORPORATE CENTER ACQUISITION LLC ,a
Delaware limited liability company, having an adslat c/o BioMarin Pharmaceutical, Inc., 105 Diditdve, Novato, CA 94949 (Purchasel

"),

A. Phase One Seller and Phase Two Seller, coldgtiown that certain office complex and vacantlaommonly known as the San
Rafael Corporate Center, located in San Rafaelfdbaila.

B. Seller shall sell to Purchaser, and Purchasat gptrchase from Seller, at the price and uportéh@s and conditions set forth in this
Agreement, all right, title and interest of Sellégny, in and to the following described propeftyllectively, the “Property ”): (a) the land
described otExhibit A attached hereto (thel‘and ), (b) the buildings, improvements, and structucesited upon the Land (collectively, the *
Improvements™), (c) all other easements and rights appurtenanietd aind, if any, including, without limitation, attinerals, oil, gas and ot
hydrocarbon substances thereon, all developmehitstigir rights, water, water rights and water Ist@dating thereto, all strips and gores, and
all of Seller’s right, title and interest, if anp, and to any streets, alleys, easements, rightgagf public ways, or other rights appurtenant,
adjacent or connected thereto or used in connetiienewith (collectively, the Appurtenant Rights ”, and together with the Land and the
Improvements, the Real Property "), (d) the Leases (as hereinafter defined) anthécextent assignable, subject to Section hél@w, the
Contracts (as hereinafter defined) relating toRkal Property, (e) the fixtures, equipment and rtiduegible personal property owned by each
Seller and used exclusively in connection withReal Property, including, without limitation, alf the items listed oschedule 1A attached
hereto (collectively, the Personal Property”), (f) the Development Agreement (as defined bgldigy) the OPDDA (as defined below), (h) the
PG&E Indemnity Agreement (as defined below), apdo(ithe extent assignable, any governmental psyiigenses and approvals,
architectural, site, landscaping or other pernaipglications, approvals, authorizations and othétlements, books, records, reports, test
results, environmental assessments, as-built ppesifications and other similar documents andenads relating to the use or operation,
maintenance or repair of the Property or the canttn or fabrication thereof, all transferabldityticontracts, and warranties and guarantees
that Seller has received in connection with anyknmrservices performed with respect to, or equipniestalled in, the Improvements
(collectively, the “Intangible Property ”, and together with the Real Property, the LeagesContracts, the Personal Property and the
Intangible Property (but specifically excluding tReserved Company Assets), collectively,” Property ).



NOW, THEREFORE, for $10.00 in hand paid and foreotood and valuable consideration, the receiptsafffitiency of which are
hereby acknowledged, the parties hereto herebyagréollows:

1. Purchase and Sal&Jpon the terms and conditions hereinafter s¢hf@eller shall sell to Purchaser, and Purchdsal gurchase from
Seller, the Property.

2. Certain Defined Terms

2.1 “ Additional Deposit ” shall mean the sum of Seven Million Five Hundiigtbusand and No/100 Dollars ($7,500,000.00),
together with all interest thereon.

2.2 “ Affiliate Lease” shall mean collectively (i) that certain Leas@@/indaro Street) dated December 31, 2011 by ahdden
Phase Two Seller and Purchaser’s Affiliate, as aledro date, whereby Purchaser’s Affiliate leaggtam premises at the Real Property and
(ii) that certain Lease (790 Lindaro Street) ddbettember 31, 2011 by and between Phase Two SelleParchaser’s Affiliate, as amended to
date, whereby Purchaser’s Affiliate leases ceqpaimises at the Real Property.

2.3 “Agency” shall mean the successor to the San Rafael Rexgmuent Agency.
2.4 “ City " shall mean the City of San Rafael, California.

2.5 “Claims " shall mean, with respect to any Person (as défiredow), all claims, demands, causes of actisgds, damages,
liabilities, costs and expenses (including, withlimitation, reasonable attorneys’ fees and diskments) suffered or incurred by such Person

2.6 “ Deposit” shall mean, collectively, the Initial Deposit (asreinafter defined), the Additional Deposit aifidieposited with
Escrowee (as defined below), the First Extensiopd3& and the Second Extension Deposit.

2.7 “ Development Agreement shall mean that certain Development Agreemergdi&ebruary 17, 1998 by and among the City,
Village Builders, L.P., a California limited partiship, and Fair Isaac, as amended by that certaiandiment to Development Agreement d;
September 22, 2000 by and among the City, Faiclaad San Rafael Corporate Center, LLC, a Delalimrted liability company, as
amended by that certain Second Amendment to DeradapAgreement dated January 19, 2012 by and athen@ity and Seller.

2.8 “Due Diligence Period’ shall mean the period commencing upon the Effecbate and continuing through and including 5:0(
p.m. (Pacific time) on December 20, 2013.

2.9 “Fair Isaac” shall mean Fair, Isaac and Company, Inc., a Dataveorporation.
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2.10 “Initial Deposit " shall mean the sum of Two Million Five Hundredatisand and No/100 Dollars ($2,500,000.00), together
with all interest thereon (but excluding the “Indedent Consideration” (as hereinafter defined)).

2.11 “OPDDA " shall mean that certain Owner Participation, B&sfion and Development Agreement dated May 188180and
between the Agency and Fair Isaac, as amendedabygéhtain First Amendment to Owner ParticipatDisposition and Development
Agreement dated September 7, 1999 by and betweehgéncy and Fair and Isaac.

2.12 “PG&E Indemnity Agreement ” shall mean that certain Amended and Restatedr&nrient Agreement dated May 15, 1998
by and between PG&E and Lease Plan North Ameniaa, & Delaware corporation.

2.13 “PG&E " shall mean Pacific Gas and Electric Company.

2.14 “Purchase Price’ shall mean the sum of One Hundred Sixteen Milkbwe Hundred Thousand and No/100 Dollars
($116,500,000.00).

2.15 “Purchaser’s Affiliate ” shall mean BioMarin Pharmaceutical, Inc., a Dedesvcorporation.

2.16 “Reserved Company Assetsshall mean the following assets of Seller ashef €losing Date: all cash, cash equivalents
(including certificates of deposit), deposits hieydthird parties (e.qg., utility companies), anyi@la under a warranty or guaranty arising from
acts and occurrences prior to the Closing (but tmine extent Seller has retained or is at ang &fieged to have any liability for such acts
occurrences and then on a non-exclusive basisRutbhaser), bank accounts, Claims or other righaat any present or prior partner,
member, employee, agent, manager, officer or diretSeller or its direct or indirect partners,mieers, shareholders or affiliates, any refund
in connection with termination of Seller’s existimgpurance policies, all contracts between Selierany law firm, accounting firm, property
manager, leasing agent, broker, environmental dtamga and other consultants and appraisers enigi@grior to the Closing, the Excluded
Documents (as defined below), any materials rajattinthe background or financial condition of agenet or prior direct or indirect partner or
member of Seller, the internal corporate booksrawdrds of the entities comprising Seller relatiiog,example, to contributions and
distributions prior to the Closing, any other irgéoie property that is not used exclusively in cection with the Property, and all of the items
specifically listed orBchedule 1B attached hereto.

2.17 “Scheduled Closing Daté shall mean January 22, 2014, as the same maytbaded as expressly provided herein.

3. Deposit; Payment of Purchase Price

3.1 Deposit

3.1.1 Initial Deposit Purchaser shall (a) within two (2) Business D@gshereinafter defined) after the Effective Date,
deposit with First American Title Insurance Compariy7 S. Figueroa Street!™¥loor, Los Angeles, California 90017, Attention: iize
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Neri (in its capacity as escrow age* Escrowee”), by wire transfer of immediately available fedkfunds to an account designated by
Escrowee, the Initial Deposit, which Initial Deposhall be held by Escrowee pursuant to the temdscanditions set forth in this Agreemen
Purchaser shall fail to deposit the Initial Dep@gih Escrowee within two (2) Business Day aftex Hifective Date, then Seller may elect, in
Seller’s sole discretion, by providing written reatito Purchaser, which written notice must be éedig prior to Purchaser’s deposit of the
Initial Deposit with Escrowee, that this Agreembatnull, void ab initio and of no force or effect.

3.1.2_Additional DepositNot later than three (3) Business Days followting expiration of the Due Diligence Period,
provided that Purchaser delivers to Seller the ApakNotice (as hereinafter defined) in accordamitk Section 4.2.hereof, Purchaser shall
deposit with Escrowee, by wire transfer of immeeligvailable federal funds to the Escrow Accotim, Additional Deposit, which Addition
Deposit shall be held by Escrowee in accordance thié terms and conditions of the Escrow AgreenléRurchaser delivers the Approval
Notice in accordance wiiSection 4.2.hereof, upon Escrowee’s receipt of the AdditionapDsit, the Deposit shall become nonrefundable to
Purchaser except as expressly provided otherwisgrhe

3.2 Independent ConsideratioA portion of the amount deposited by Purchasesymant to Section 3.1in the amount of One
Thousand Dollars ($1,000) (théridependent Consideration”) shall be earned by Seller upon execution antvelsl of this Agreement by
Seller and Purchaser. The Independent Considenamrsents adequate bargained for consideratidbefiter's execution and delivery of this
Agreement and Purchaser’s right to have inspetiedtoperty pursuant to the terms hereof. The lewégnt Consideration is in addition to
and independent of any other consideration or paym®vided for herein and is nonrefundable ireakénts. Upon the Closing (as hereinafter
defined) or the termination of this Agreement foy aeason, the Independent Consideration shalbizbtp Seller. If the Closing occurs, the
Independent Consideration shall be credited agttiesPurchase Price.

3.3 Closing PaymentThe Purchase Price, as adjusted by the applicafithe Deposit and by the prorations and cregiecified
herein, shall be paid by Purchaser, by wire transfféenmediately available federal funds to an astcr accounts designated in writing by
Seller on the Closing Date (as hereinafter defined)

3.4 Investment Escrowee shall deposit the Deposit in a ntommingled trust account and shall invest the Diéjrognsured mone
market accounts, certificates of deposit, Uniteaitét Treasury Bills or such other instruments astaser may instruct from time to time.

4. Title Matters; Due Diligence Review; Estopperiieates; Conditions Precedent

4.1 Title Matters

4.1.1 Title to the Property




(a) As a condition to Closing in favor of Purchagérst American Title Insurance Company (in itpa&eity as title insurer, the “
Title Company ") shall have committed to insure Purchaser agebewner of the Real Property in the amount ofRbechase Price by
issuance of an ALTA extended coverage owner’s paliditle insurance, subject only to the Permitieateptions (as hereinafter defined) (the
“ Owner’s Policy”); provided, that, issuance of extended coverdgdl ®nly be a condition to Closing if Purchaselivdas a New Survey (as
defined below) to Title Company prior to Closingisl understood that Purchaser may request a nuofileerdorsements to the Owner’s Policy.
Purchaser shall satisfy itself prior to the expinatbf the Due Diligence Period that the Title Canp will be willing to issue such
endorsements at Closing; however, the issuancechf endorsements shall not be conditions to Clagingurchaser’s benefit. Seller shall
execute the Title Company’s so-called customary r@sis Affidavit” in the form attached hereto Bghibit M _and a customary gap indemnity
agreement (which shall be acceptable to Sellercifided in the form contained ftxhibit M ) in connection with the issuance of the Owner’s
Policy.

(b) Prior to the Effective Date, Seller has deladeto Purchaser (i) a commitment for an owsége title insurance policy or polici
with respect to the Real Property (thBreliminary Title Report "), together with copies of each of the title exiieps noted therein, and
(ii) the most recent ALTA survey of the Real Prdgen Seller’s possession (theEkisting Survey”). If Purchaser shall order, at its soletcos
and expense, any update to the Existing Surveynemasurvey of the Real Property (collectively, théew Survey” and, together with the
Existing Survey, the Survey” ), the New Survey shall be prepared by a survesgistered in the State of California, certifieddayd surveyor
to Purchaser and Seller as having been prepai@tordance with the minimum detail requirementthefALTA land survey requirements. If
a draft of the New Survey has been received byHaser prior to delivery of Purchaser’s first Tiddjection Notice (as defined below), if any,
then Purchaser shall use commercially reasonafiligsfo cause such draft of the New Survey toddevéred to Seller’s attorneys either prior
to or concurrently with the delivery to Seller b&tTitle Objection Notice. Otherwise, Purchasetlsise commercially reasonable efforts to
cause the final draft of the New Survey to be deld to Seller on or before the Closing. If anyeptons(s) to title to the Real Property shoulc
appear in the Preliminary Title Report or the HRrigtSurvey other than the items described in Sectid.2below (such exception(s) being
herein called, collectively, theUnpermitted Exceptions”), subject to which Purchaser is unwilling to accé#,tthen Purchaser shall prov
Seller with written notice (the Title Objection Notice ") thereof by the date that is ten (10) days priothe expiration of the Due Diligence
Period (the ‘Title Objection Period ”). Seller, in its sole and absolute discretionyrmadertake to eliminate or insure over the sanbgestito
the terms and conditions of this Section 4.1Purchaser hereby waives any right Purchaser mag fo advance, as objections to title or as
grounds for Purchaser’s refusal to close this &ratien, any Unpermitted Exception of which Purchakms not notify Seller prior to the
expiration of the Title Objection Period and angtsitems not timely objected to by Purchaser dtmlleemed Permitted Exceptions.
Notwithstanding the foregoing, Purchaser shall hheeright to object to any Unpermitted Exceptibi)isuch Unpermitted Exception was fi
raised by the Title Company subsequent to the atipir of the Title Objection Period, and (ii) Puaskr shall notify Seller of the same within
three (3) Business Days after the Title Companyl siotify Purchaser of such Unpermitted Exceptiart New Exception”) (failure to so
notify Seller shall be deemed to be a waiver bycRaser of its right to raise such New Exceptioarasbjection to title or as a
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ground for Purchaser’s refusal to close the traimacontemplated by this Agreement and any such Eeception not timely objected to by
Purchaser shall be deemed a Permitted Exceptiatyvittistanding anything to the contrary containethis Agreement, Seller, in its sole
discretion, shall have the right, upon written cetio Purchaser at least two (2) Business Days farithe Scheduled Closing Date, to extend
the Scheduled Closing Date for up to thirty (30ysdeo eliminate or insure over one or more UnpeadiExceptions. Seller shall notify
Purchaser, in writing, within three (3) Business/®after receipt by Seller of the applicable T@lbjection Notice, if Seller will endeavor to
eliminate or insure over such Unpermitted ExcepgidhSeller fails to notify Purchaser within thrg®) Business Days after receipt of a Title
Objection Notice that Seller elects to eliminaténsiure over an Unpermitted Exception, then Seheall be deemed to have elected not to
eliminate or insure over such Unpermitted Exceptind Seller shall have no right to extend the SeleetdClosing Date with respect to such
Unpermitted Exception. If Seller proposes to insawrer any exception to title by obtaining title imance or an endorsement to the Owner’s
Policy on behalf of Purchaser, then Purchaser slazlkk the right to reasonably approve the formsarmstance of such title insurance or
endorsement. Notwithstanding the foregoing or aingtho the contrary set forth herein, Seller shall under any circumstance be required or
obligated to cause the cure or removal of any Umfited Exception including, without limitation, twing any action or proceeding, to make
any payments or otherwise to incur any expensedardo eliminate any Unpermitted Exception ortiaage for title insurance insuring
against enforcement of such Unpermitted Exceptgairest, or collection of the same out of, the Progpeinless Seller timely notifies Purche
that it will endeavor to eliminate or insure ovack Unpermitted Exception, in which case, the eiatibn of or insuring over of such
Unpermitted Exception shall be a condition to Qigsin favor of Purchaser (but in no event shalle®al failure to eliminate such Unpermitted
Exception constitute a default by Seller hereundaryl, upon Seller’s failure to eliminate or insaxer such Unpermitted Exceptions,
Purchaser’s sole and exclusive remedies shall betdsrth in_Section 4.1.1(below. The Closing shall be extended as necessaljow each
party the full periods set forth in this Sectiofi.4(b)to deliver notices and make the elections set fiarthis_Section 4.1.1(h)

(c) If Seller is unable to eliminate any Unpermittexceptions in accordance with the provisionshaf Section 4.1.1or to arrange
for title insurance or special endorsements ingugigainst enforcement of such Unpermitted Except{onform reasonably acceptable to
Purchaser) against, or collection of the same fiuhe Property, then Purchaser shall have the,raghits sole remedy, by delivery of written
notice to Seller on or before the Closing Dategitber (i) terminate this Agreement by written oettdelivered to Seller (in which event
Escrowee shall return the Deposit to Purchasemnarghrty hereto shall have any further obligationsonnection herewith except under those
obligations, liabilities and provisions that exglgssurvive the Closing or a termination of thisrAgment (collectively, the Surviving
Obligations ™)), or (ii) accept title to the Real Property setyj to such Unpermitted Exception(s) without a ctidu in, abatement of, or credit
against, the Purchase Price, in which case, suttemmahall thereafter be deemed Permitted Exaeptibhe failure of Purchaser to deliver
timely any written notice of election under thiscgen 4.1.1(cxshall be conclusively deemed to be an election uddese (ii) above. The
Closing shall be extended as necessary to allow gaity the full periods set forth in this Sectid.1(c)to deliver notices and make the
elections set forth in this Section 4.1.1(c)



(d) Notwithstanding the foregoing, any delinquentds and assessments, deeds of trust, mechbeirss’judgment liens and simil
monetary encumbrances (to the extent that the sareplaced on the Property by Seller or have raudse to the actions or omissions of
Seller) (“Required Removal Exceptions) shall not be deemed Permitted Encumbrances déggs of whether or not Purchaser has objectec
to such and regardless of anything set forth inSeller response notice delivered pursuant to &eéti4.1(clabove (or any failure of Seller to
deliver a response pursuant to Section 4.44dlfoye). Prior to Closing, Seller shall take, ate3&d sole cost and expense, all action necess
remove any Required Removal Exceptions from tiléhe Property. If, on the Closing Date, thereaang Required Removal Exceptions, then
Seller shall have the right (but not the obligafitmeither (i) arrange, at Seller’s cost and espesind subject to Purchaser’s reasonable
approval, for affirmative title insurance or spé@adorsements insuring against enforcement of Benhk or encumbrances, or (ii) use any
portion of the Purchase Price to pay and dischémgsame.

4.1.2 Permitted Exceptions to Titl@he Real Property shall be sold and conveyedesthp the following exceptions to title
(the “Permitted Exceptions”):

(a) any state of facts shown on the Existing Surpegvided, that, this Section 4.1.2&kall not limit Purchaser’s right to object to
any new matter set forth in any New Survey in adance with Section 4.1.1(hpove;

(b) all laws, ordinances, rules and regulationthefUnited States, the State of California, or aggncy, department, commission,
bureau or instrumentality of any of the foregoimmyimg jurisdiction over the Property (each, @dvernmental Authority "), as the same may
now exist or may be hereafter modified, supplene:otepromulgated;

(c) all presently existing and future liens of reatate taxes or assessments and water rates,mettarcharges, water frontage
charges and sewer taxes, rents and charges, ipeowided that such items are not yet due and payaid are apportioned as provided in this
Agreement;

(d) any exceptions that are deemed to be Perntittedptions under Section 4.Jalhove; and
(e) the pre-printed exceptions which appear injdbket of an ALTA extended coverage owner’s pob€yitle insurance.

4.2 Due Diligence ReviewsExcept for title and survey matters (which slballgoverned by the provisions_of Sectionabbve),
Purchaser shall have until the Closing, TIME BEIRG THE ESSENCE, within which to perform and comglall of Purchaser’'s due
diligence examinations, reviews and inspectiorallahatters pertaining to the purchase of the Ritgpancluding all leases and service
contracts, and all physical, environmental and da@npe matters and conditions respecting the Ptgifeollectively, the “Investigations”),
which Investigations shall at all times be subjed®urchaser’s compliance with the provisions & 8ection 4.2 For purposes of clarificatio
Purchaser’s Affiliate’s entry onto the Real Propédadr the conduct of Purchaser’s Affiliate’'s busiseas a tenant under the Affiliate Lease sha
not be deemed to be an Investigation. Prior toi@tpsSeller shall provide Purchaser with

7



access to the Property upon reasonable advan@® totperform the Investigations. Prior to the Efifiee Date and during the Due Diligence
Period, Seller has made and will make availabRuxchaser, via electronic lockbox and at the officESeller and/or Seller’s property
manager, copies of the agreements (including withiaitation all brokerage agreements), contragtguments, information, Leases, plans
specifications, guarantees, warranties, permiggrte, books, records and other materials pertittetite ownership, operation, occupancy, use
development, or management of the Property an@liers possession and control (including withautifation the items set forth daxhibit J
attached hereto, collectively, théfoperty Documents”). In no event shall Seller be obligated to makaikable (1) any document or
correspondence which would be subject to the atieatient privilege; (2) any document or item whigéller is contractually or otherwise
bound to keep confidential as of the Effective D&3 any documents pertaining to the marketinthefProperty for sale to prospective
purchasers; (4) any internal memoranda, reporgssessments relating to the Property; or (5) apgdsaof the Property whether prepared
internally by Seller or Seller’s affiliates or extally (collectively, the ‘Excluded Documents’). The Investigations shall be made or
performed during Seller's normal business hoursaritle sole risk and expense of Purchaser. Dimwegtigations, Purchaser shall use
commercially reasonable efforts to minimize integfece with the business of other tenants of the Regoerty. Purchaser shall:

(a) promptly repair any damage to the Propertyltiegufrom any such Investigations and replacellrafd regrade any holes made
in, or excavations of, any portion of the Propersgd for such Investigations so that the Propéxayl e in substantially the same condition
that it existed in prior to such Investigationspyided, however, that Purchaser shall have no aftitig to repair any damage caused by the ac
or omissions of Seller, its agents or represerdgator to remediate, contain, abate or control aeyegisting condition of the Property which
existed prior to Purchaser’s entry thereon (exteftie extent such pre-existing condition was estzated due to the actions or omissions of
Purchaser or Purchaser’'s Representatives (as afegidefined));

(b) fully comply with all laws applicable to thevestigations and all other activities undertakendnnection therewith;

(c) permit Seller to have a representative pregerihg all Investigations undertaken hereunderyidied that Seller shall be solely
responsible for making such representative avalabthe time of the applicable Investigations;

(d) take all commercially reasonable actions anglément all commercially reasonable protectionsrsary to ensure that the
Investigations and the equipment, materials, abdtamces generated, used or brought onto the Ryape&onnection with the Investigations,
pose no threat to the safety or health of persotiseoenvironment, and cause no damage to the Ryagreother property of Seller or other
persons;

(e) if this Agreement is terminated, furnish tol&elat no cost or expense to Seller, copies dfaleys, engineering, asbestos,
Phase | environmental and other studies and repaéting to the Investigations which Purchasell g#ain with respect to the Property
(collectively, “Purchaser Reports”) provided, however, in no event shall Purchaseobligated to furnish to Seller any: (1) docunmamt
correspondence which would be subject to the



attorney- client privilege; (2) document or itemiaethPurchaser is contractually or otherwise bounkieiep confidential; (3) internal
memoranda, reports or assessments relating taathation or future performance of the Property(4rappraisals of the Property whether
prepared internally by Purchaser or Purchaserikaddfs or externally. If Purchaser provides Sellith copies of any Purchaser Reports, Selle
acknowledges that such Purchaser Reports will beeded in their “as-is” condition, that Purchaséall not in any way be liable or otherwise
responsible for any inaccuracies or misstatemezitiogth therein and that Seller will not be eetitlto rely on such Purchaser Reports and, to
the extent it does so, will do so at its sole risk.

(f) from the Effective Date until the Closing orrkar termination of this Agreement, maintain ousa to be maintained, at
Purchaser’s expense, a policy of commercial getiefality insurance, with a broad form contractliability endorsement and with a
combined single limit of not less than $1,000,0@0 @ccurrence for bodily injury and property dameameomobile liability coverage including
owned and hired vehicles with a combined singlétloh$1,000,000 per occurrence for bodily injurydgproperty damage, and an excess
umbrella liability policy for bodily injury and pperty damage in the amount of $5,000,000, insuPiagchaser, Seller, J.P. Morgan Investmen
Management Inc., JPMorgan Chase Bank, N.A. andédedgyoperties, Inc., as additional insureds, agaimy injuries or damages to persons
or property that may result from or are relate@twchaser’s and/or Purchaser’'s Representativefef@snafter defined) Investigations, all of
which insurance shall be on an “occurrence fornd @aith an insurance company reasonably acceptatelier (provided, that Seller hereby
approves Travelers as the insurance company), elinédcertificates evidencing such insurance teSerior to Purchaser’s first entry on the
Property to perform the Investigations;

(9) not permit the Investigations or any othenrdtiéis undertaken by Purchaser or Purchaser’s Reptatives to result in any liens,
judgments or other encumbrances being filed orrdEmbagainst the Property, and Purchaser shéa$ sble cost and expense, promj
discharge of record any such liens or encumbrathedsare so filed or recorded (including, withauatitation, liens for services, labor or
materials furnished); and

(h) indemnify Seller and any agent, advisor, regméstive, affiliate, employee, director, benefigianvestor, servant, direct or
indirect partner, member, or shareholder, or teusteSeller (collectively, Seller Related Parties’) and hold harmless Seller and Seller
Related Parties from and against any and all Clauffered or incurred by Seller or any Seller RedaParty and arising out of or in connection
with (i) Purchaser’s and/or Purchaser’s Represiatitentry upon the Property prior to Closing) éiny Investigations or other activities
conducted thereon by Purchaser or Purchaser’s Bapagives prior to Closing, (iii) any liens or entbrances filed or recorded against the
Property as a consequence of the Investigation®afid) any and all other activities undertakenRiyrchaser or Purchaser’'s Representatives
with respect to the Property prior to Closing. Thiegoing indemnity shall not include any Claimatthesult (x) solely from the mere
discovery, by Purchaser or Purchaser’s Represeesaidf pre-existing conditions (except to the pixexacerbated due to the actions or
omissions of Purchaser or Purchaser’s Represeesatbn the Property during Investigations conduptegduant to, and in accordance with, the
terms of this Agreement, (y) the acts or omissiminSeller or any Seller Related Party, or (z) theyeof Purchaser’s Affiliate onto the Real
Property for the purposes set forth in the Afféidtease.



Purchaser may perform a so-called Phase | envirotahsite assessment of the Real Property witheli€iSs consent. In no
event shall Purchaser or Purchaser’'s Represergatingnout the prior written consent of Seller: (make any intrusive physical testing
(environmental, structural or otherwise) at theperty, such as testing customarily performed imeation with a Phase Il environmental site
assessment, including, without limitation, any saifings, water samplings or the likeltrusive Testing "); provided, however, Purchaser
and/or Purchaser’'s Representatives shall havegheto perform Intrusive Testing subject to (ipttelivery by Purchaser to Seller, not later
than three (3) Business Days prior to the date loictwPurchaser or Purchaser’'s Representativesdnteperform such Intrusive Testing, of a
written scope and schedule of work to be perforime&urchaser or its consultants for Seller’s revéend approval, and (ii) Seller’'s reasonable
approval of the same; provided, that in no eveatl$turchaser perform any Intrusive Testing thay piarce or otherwise result in any damage
to the Cap (as defined in the PG&E Indemnity Agreethwithout Seller's consent in its sole and abotliscretion; and/or (y) contact any
tenant of the Property, except for confirmatoryat@ninterviews; provided, however, that Purchabatl :iotify Seller of those tenants which
Purchaser desires to interview, Seller or Sellegent(s) shall schedule such confirmatory tenaatvrews, and Seller or Seller's agent(s) shal
have the right to be present at the confirmatomame interview (Purchaser acknowledges that Puests®ll have no right to directly notify
any tenant of an interview request, and that sotgriiew requests shall be directed to Seller, sinadl, or shall direct its agent(s) to, schedule
such confirmatory tenant interviews). If Owner $aib respond to any request by Purchaser to comaycintrusive Testing, such proposed
Intrusive Testing shall be deemed disapproved.Haser shall have the right to contact any Govermahéwthority without prior notice to or
the consent of Seller; provided, that, prior to éxpiration of the Due Diligence Period, withoutl&es prior consent (which may be granted or
withheld in Seller’s reasonable discretion), Pusgnashall not contact the City officials, plannstgff or the City Council (collectively, the “
City Staff ") with respect to matters concerning the Developtwgreement, the OPDDA or the Master Plan andraaglifications thereto, or
any proposed or future development of the Progedifectively, the “Development Matters”). If, in accordance with the immediately
preceding sentence, Seller consents to Purchasetact with the City Staff concerning the Devel@mnMatters, Seller or Seller’'s agent(s)
shall be present at any meeting or for any othermaanication between Purchaser and the City Stafteming the same.

The provisions of this Section 4sBall survive the termination of this Agreement.

4.2.1 Property Document®ll Property Documents provided to Purchaserldbakubject to the following terms and
conditions and the terms and conditions set fartBdction 1hereof:

(a) Any Property Documents provided or to be predigvith respect to the Property are solely forabevenience of
Purchaser and Purchaser’s lenders, investorsatdfi| and their respective directors, officerspleyees, partners, members, brokers, agents
other representatives, including, without limitati@ttorneys, accountants, contractors, consuljtantgneers and financial advisors
(collectively, “Purchaser’s Representatives) and was or will be obtained from a variety ofisces. Neither Seller nor any Seller Related
Party has made any independent investigation dficagion of such information and makes no (and
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expressly disclaims all) representations and wégsias to the truth, accuracy or completenesiseoPtoperty Documents, or any other stuc
documents, reports or other information provide®tochaser hereunder and expressly disclaims gpljeithrepresentations as to any matter
disclosed or omitted. Neither Seller nor any Séelated Party shall be liable for any mistakesissions, misrepresentations or any failure to
investigate the Property nor shall Seller or anjeB&elated Party be bound in any manner by amgaleor written statements, representations
appraisals, environmental assessment reportsher wiformation pertaining to the Property or tipe@tion thereof. Nothing set forth in this
Section 4.2.5hall limit Seller’s covenants, representations wadanties expressly set forth in this Agreemtrd,Seller’'s Estoppel
Certificates (as defined below) and in the docusémbe delivered by Seller at Closing.

(b) If this Agreement is terminated, then Purchaset Purchaser's Representatives shall promptlyetetb Seller all
originals and copies of the Property Documentsiénpfossession of Purchaser and Purchaser's Refaiisen

(c) The provisions of this Section 4.&HRall survive the Closing or a termination of tAigreement.

4.2.2 Termination RightPurchaser shall have the right to terminateAlgieement in its sole and absolute discretion fyr a
reason or for no reason by delivering written rotia “Termination Notice ") to Seller and Escrowee at any time prior to¢hpiration of the
Due Diligence Period. If Purchaser shall determiimés sole and absolute discretion, to acquieeRhoperty, then, on or before the expiration
of the Due Diligence Period, Purchaser shall ndiéjler and Escrowee in writing that Purchaseras/ing Purchaser’s termination right set
forth in this_Section 4.2.&uch notice being herein called aAgproval Notice ”); it being understood by Purchaser, that if Pasgr delivers
an Approval Notice in accordance with this Sectidh2such Approval Notice shall waive all rights to témation under this Section 4.2ahd
shall be with respect to all of the Property (Pasgr having no right to purchase only a portiothefProperty, whether owned by Phase One
Seller, Phase Two Seller, or a portion of the Prigp@wvned by each). Together with the Approval MetiPurchaser shall specify those
Contracts (if any) that Purchaser elects to terteiaa Closing; and Seller shall use commercialsomable efforts to terminate, at Seller’s sole
cost and expense, effective as of the Closing DiageContracts that Purchaser has elected to tatejiprovided, however, Seller shall be ui
no obligation to terminate any Contract which lyyekpress terms cannot be terminated prior to tbsii§y Date and Purchaser shall be
required to assume all such Contracts. If Purchdel@rers a Termination Notice or if Purchaser kfall to deliver an Approval Notice to
Seller on or before the expiration of the Due [FHlige Period or shall fail to deliver the Additioaposit to Escrowee in accordance with
Section 3.1.2 TIME BEING OF THE ESSENCE, Purchaser shall bentk to have elected to terminate this Agreementlaadhitial Deposi
shall be promptly returned to Purchaser, and tiigatinns of the parties hereunder shall termirfatel no party hereto shall have any further
obligations in connection herewith except for thevg/ing Obligations).
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4.3 Tenant Estoppel Certificat®eceipt of estoppel certificates dated not eatttian thirty (30) days (or forty-five (45) days
if the initial Scheduled Closing Date set forthtlis Agreement is extended for any reason) prighéoScheduled Closing Date as such date is
extended for any reason other than the Closingrisite Periods (as defined below) (each,Ta&hant Estoppel Certificate”, and collectively,
the “Tenant Estoppel Certificates”) from the tenants identified dixhibit B attached hereto and made a part hereof (collegfitre
Required Tenants”) approved or deemed approved by Purchaser inrdance with this Section 4,%hall, subject to the terms of
Section 8.2.4 be a condition precedent to Purchaser’s obligatigourchase the Property hereunder. Seller shalcommercially reasonable
efforts to obtain Tenant Estoppel Certificates fralirtenants and occupants of the Real Propergju@ing the Required Tenants but excluding
Purchaser’s Affiliate), which certificates shall fgbstantially in the form attached hereto and neagart hereof axhibit C-1 , as modified t
make the statements contained therein factuallsecofor if Seller, after using commercially reasbie efforts to obtain certificates in such
form, is unable to obtain the same, then in thenfaf any, prescribed in the applicable lease beobperative document) and which do not
disclose (in each case, to the extent not otheriigavn to Purchaser (as defined below) prior togkpiration of the Due Diligence Period)

(i) any material, adverse matters inconsistent ithapplicable leases or occupancy agreementangiimaterial default under the applicable
leases or occupancy agreements, (iii) any matéeiahtion from the Rent Roll attached heret@&ahibit C -3 (the “Rent Roll ) or (iv) any
matter which would render any of Seller’s repreatans or warranties set forth in this Agreemerttusn Seller shall prepare Tenant Estoppel
Certificates for all tenants or occupants of thalRoperty including the Required Tenants (othantPurchaser’s Affiliate) in the form
attached hereto &xhibit C-1 by completing the blanks therein and promptly deiivg the same to Purchaser after the Effective Dialler
shall be under no obligation to obtain a Tenandgsel Certificate from Purchaser’s Affiliate butrBliaser shall cause Purchaser’s Affiliate to
deliver a Tenant Estoppel Certificate to Sellertfar benefit of Seller. Purchaser shall have tfB¢8usiness Days after receipt of the Tenant
Estoppel Certificates from Seller to approve thadrd Estoppel Certificates or to propose reasonabldifications thereto to make the Tenant
Estoppel Certificates factually accurate (and Pase's failure to respond within such three (3)iBess Day period shall be deemed to be
Purchaser’s approval of the Tenant Estoppel Ceatiis). Once the Tenant Estoppel Certificates@eoaed (or deemed approved) by
Purchaser, Seller shall incorporate any such redlemodifications timely proposed by Purchasexdcordance with the preceding sentence
and thereafter promptly deliver the Tenant Estogjestificates to the tenants and occupants of g Rroperty. Seller shall promptly deliver
all executed Tenant Estoppel Certificates (or asmments to the Tenant Estoppel Certificates) reckby Seller to Purchaser. Purchaser shal
notify Seller in writing of its approval or disagwal of a Tenant Estoppel Certificate within th(8gBusiness Days after Purchaser’s receipt
thereof; provided, however, Purchaser may onlyatisave an executed Tenant Estoppel Certificatecibmtains (a) any material, adverse
matters inconsistent with the applicable leasescoupancy agreements, (b) any material defaultruthéeapplicable leases or occupancy
agreements, (c) any material deviation from thetfReil, (d) any matter which would render any ofl&gs representations or warranties set
forth in this Agreement untrue, or (e) any matedieviation from the form attached heretdExsibit C-1 (or, if applicable, the form, if any,
prescribed in the applicable lease or other oparatocument). If Purchaser fails to notify Selléit® approval or disapproval within such three
(3) Business Day period, the applicable TenantstbCertificate shall be deemed acceptable tcappdoved by Purchaser. Notwithstanding
anything contained in this Agreement to the cogtraith respect to any tenant or occupant othem ta&equired Tenant, if after using
commercially reasonable efforts to obtain a Tenant
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Estoppel Certificate from any such tenant or ocoufller is unable to obtain such Tenant Esto@eetificate, Seller shall deliver to
Purchaser, not later than two (2) Business Days poithe Closing Date, a certificate ($éller's Estoppel Certificate”) in the form attached
hereto and made a part hereoEasibit C -2 executed by Seller. In addition, Seller shall Heased from any liability with respect to such
Seller's Estoppel Certificate upon the date ofvadely to Purchaser of a Tenant Estoppel Certifieatecuted by a tenant for which Seller has
delivered such Seller’'s Estoppel Certificate appob{or deemed approved) by Purchaser in accordaiticehis Section 4.3 but only if the
same is delivered to and approved (or deemed apgydoy Purchaser prior to Closing. If prior to then Scheduled Closing Date, Tenant
Estoppel Certificates have not been received frivte@ants and occupants of the Real Property (dtte:n Purchaser’s Affiliate), then Seller
may postpone the Closing for up to forty-five (4f8)ys beyond the then Scheduled Closing Date tw éleller additional time in order to
obtain such Tenant Estoppel Certificates. So Ian§eller uses commercially reasonable efforts taiolthe Tenant Estoppel Certificates from
the Required Tenants, the failure of Seller towdelany Tenant Estoppel Certificate from a Requiredant shall not be a breach or default by
Seller under this Agreement, and the failure tiveelany Tenant Estoppel Certificate from a Reqlifenant shall only be a failure of a
condition to Closing for Purchaser’s benefit, inigthevent Purchaser’s sole recourse hereundeeievant of any such failure shall be, in
Purchaser’s sole and absolute discretion, to e{therive receipt of the Tenant Estoppel Certificéor the Required Tenant and proceed to
Closing on the Scheduled Closing Date, or (ii)etortinate this Agreement by written notice delivete&eller (in which event Escrowee shall
pay the Deposit to Purchaser and no party heretib Istve any further obligations in connection métie except for the Surviving Obligation:

4.4 Intentionally Omitted

4.5 Intentionally Omitted

4.6 Consent and Agreement of City to Assignmem@felopment Agreement and the OPDDA and Sale dPthperty. As a
condition to Closing in favor of Seller and Puratrasseller shall have received a written consedtagreement from the City to the sale of the
Property and the assignment of the Developmenteékgemt and the OPDDA by Seller to Purchaser (tGéy' Consent and Agreement).

The City Consent and Agreement shall be in form sautistance reasonably satisfactory to Seller anchBser (Seller and Purchaser
acknowledging that if delivered substantially il florm of the Consent and Agreement attached has#ghibit C-4 , the City Consent and
Agreement shall be satisfactory and the conditioehen this Section 4.6hall have been satisfied); provided, that, itlshaldeemed reasonable
for Purchaser to object to any changes to Parag¥dplihe form attached heretoEshibit C -4 (and it shall not be deemed reasonable for
Seller to object to any changes to such Paragrigitedorm attached hereto Bghibit C-4). Among other reasons, the parties agree that it
would be reasonable for Purchaser to disapprovéothe of the City Consent and Agreement if suchfavould require Purchaser to pay
additional amounts, commit to perform additionalsite or off-site improvements or otherwise matériencrease the obligations or liabilities
of Purchaser under the Development Agreement cD®IBDA (or would materially decrease Purchaseghts under either the OPDDA or |
Development Agreement). If the City Consent ande&gnent has not been received prior to the Schedltsing Date, then either party, in
sole discretion, shall have the right, upon writtetice to the other party delivered
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not later than two (2) Business Days prior to thhefluled Closing Date, to extend the Schedulediigjd3ate for up to sixty (60) days to
obtain the same. The parties shall reasonably cat®pwith each other to obtain the City Consent&geement in a timely manner. Provided,
the parties so cooperate, the failure of the pattieobtain the City Consent and Agreement shalbea breach or default by any party to this
Agreement, and shall only be a failure of a conditio Closing for Seller's and Purchaser’s bengfityhich event, the sole recourse of either
party hereunder in the event of any such failual &fe to terminate this Agreement by written netitelivered to the other party (in which
event Escrowee shall pay the Deposit to Purchaskna party hereto shall have any further obligegimn connection herewith except for the
Surviving Obligations).

4.7 Consent of PG&E to Assignment of PG&E Indemiigreement As a condition to Closing in favor of Purchasg]ler shall
have received a written consent from PG&E to tlségasnent of the PG&E Indemnity Agreement by SeltePurchaser (thePG&E Consent
"). The PG&E Consent shall be in form and substaeesonably satisfactory to Purchaser (Purchagsmoadedging that if delivered
substantially in the form of the letter attachedelhe asExhibit C-5, the PG&E Consent shall be satisfactory and tmaition under this
Section 4.&hall have been satisfied). If the PG&E Consentrttadeen received prior to the Scheduled Closiatg[Xhen either party, in its
sole discretion, shall have the right, upon writbetice to the other party delivered not later than (2) Business Days prior to the Scheduled
Closing Date, to extend the Scheduled Closing Eatap to sixty (60) days to obtain the same. Tadips shall reasonably cooperate with
each other to obtain the PG&E Consent in a timedyner. Provided the parties so cooperate, theéailfithe parties to obtain the PG&E
Consent shall not be a breach or default by anty parthis Agreement, and shall only be a failur@ @ondition to Closing for Purchaser’s
benefit, in which event, the sole recourse of eiffeety hereunder in the event of any such faitirall be to terminate this Agreement by
written notice delivered to the other party (in efhievent Escrowee shall pay the Deposit to Purclzamkno party hereto shall have any fur
obligations in connection herewith except for thevg/ing Obligations).

4.8 Intentionally Omitted

4.9 Dow AcknowledgementsSeller shall use commercially reasonable effrtsbtain the transfer to Purchaser prior to Clgsih
that certain V.l.P. Weatherseal System Performé&iaganty #0000028727 (theDow Acknowledgement’) and Seller shall pay any
assignment fees in connection with the same. Tihedaof Seller to obtain the Dow Acknowledgmenioptto Closing shall not constitute the
failure of a Purchaser Condition and shall nottlEnBurchaser to exercise any remedy availableitohaser set forth in Section 4.11 below
provided, however, if the Dow Acknowledgement i$ abotained prior to Closing, then Seller shall aome to use commercially reasonable
efforts to obtain the Dow Acknowledgement aftersdihg. This_Section 4.8hall survive the Closing.

4.10_Conditions Precedent to Obligations of Purehdso Financing ContingencyThe obligation of Purchaser to render
performance under this Agreement is subject tddhegoing conditions precedent and the followingditions precedent (and conditions
concurrent, with respect to deliveries to be madehb parties at Closing) (collectivelyPurchaser’'s Conditions”), which conditions may be
waived, or the time for
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satisfaction thereof extended, by Purchaser oniyvniting executed by Purchaser; provided, howebat any such waiver shall not affect
Purchaser’s ability to pursue any remedy Purchaisgrhave with respect to any breach hereunder bgrSe

4.10.1_Selleis Due PerformanceAll of the representations and warranties of ekt forth in this Agreement shall be true
and correct as of the Closing Date, and Sellegraorior to the Closing Date, shall have compliathwand/or performed all of the obligations,
covenants and agreements required on the partlef 8ebe complied with or performed pursuantte terms of this Agreement.

4.10.2_No BankruptcyNo action or proceeding shall have been commehget against Seller under the federal bankrt
code or any state law for the relief of debtorfoothe enforcement of the rights of creditors andattachment, execution, lien or levy shall
have attached to or been issued with respect tBithygerty or any portion thereof.

4.10.3_ No Moratoria No statute, regulation, ordinance, or federalestcounty or local legislation, or order, judgmenling
or decree of any governmental agency or of anytahall have been enacted, adopted, issued, erdepahding which would prohibit
development of the Real Property in accordance thigtDevelopment Agreement.

4.10.4_Satisfaction of Conditions Precedenhe satisfaction, on or before the Closing Datall other conditions precedent
to Closing benefiting Purchaser specifically setifan this Agreement.

Notwithstanding anything to the contrary contaihedein, Purchaser acknowledges and agrees thédg Rdnichaser may at
its own risk attempt to obtain financing with redido its acquisition of the Property, (i) Purch&sebtaining, or ability to obtain, financing for
its acquisition of the Property is in no way a ctind to Purchaser’s performance of its obligatiomsler this Agreement and (ii) Purchaser’s
performance of its obligations under this Agreenigit no way dependent or conditioned upon thélahitity of any financing whether
generally in the marketplace or specifically indawof Purchaser and (iii) in no event shall thesiiig be delayed on account of Purchaser’s
obtaining, or ability to obtain, financing.

4.11 Failure of PurchaserConditions Subject and without limitation to Purchaserights hereunder (including, without limitatic
Section 10.Dbelow to the extent a Purchaser Condition was atigfied due to a Seller default), if any of Pursdras Conditions have not been
fulfilled within the applicable time periods, Pueder may:

4.11.1 Waive and CloseéNaive the Purchaser Condition and close Escroac@ordance with this Agreement, without
adjustment or abatement of the Purchase Price; or

4.11.2 Terminate Terminate this Agreement by delivering writtertio® to Seller and to Escrowee, in which event,
Escrowee shall pay the Deposit to Purchaser arghrig hereto shall have any further obligationsannection herewith except for the
Surviving Obligations.
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4.12 Conditions Precedent to Obligations of SellEne obligation of Seller to consummate the tratisas contemplated by this
Agreement shall be subject to the foregoing coodgiprecedent and the following conditions prece@ird conditions concurrent, with
respect to deliveries to be made by the parti€iaging) (collectively, “Seller's Conditions”), which conditions may be waived, or the time
for satisfaction thereof extended, by Seller onlyaiwriting executed by Seller; provided, howetieat any such waiver shall not affect Seller’s
ability to pursue any remedy Seller may have watspect to any breach hereunder by Purchaser:

4.12.1 Purchasks Due PerformanceAll of the representations and warranties of Raser set forth in this Agreement shall
be true and correct as of the Closing Date, andtger, on or prior to the Closing Date, shall haamaplied with and/or performed all of the
obligations, covenants and agreements requireti@pdrt of Purchaser to be complied with or perfsmpursuant to the terms of this
Agreement.

4.12.2 Satisfaction of Conditions Precedenhe satisfaction, on or before the Closing Datall other conditions precedent
to Closing benefiting Seller specifically set foiththis Agreement.

4.13 Failure of Sellés Conditions Subject and without limitation to Seller’s righitereunder (including, without limitation,
Section 10.Dbelow to the extent a Seller Condition was notsfieti due to a Purchaser default), if any of Sall€onditions have not been
fulfilled within the applicable time periods, Selimay:

4.13.1 Waive and CloseéNaive the Seller's Condition and close Escrowdnordance with this Agreement, without
adjustment or abatement of the Purchase Price; or

4.13.2_Terminate Terminate this Agreement by delivering writtertio® to Purchaser and to Escrowee, in which event,
Escrowee shall pay the Deposit to Purchaser anghrtg hereto shall have any further obligationsannection herewith except for the
Surviving Obligations.

5. Closing.

5.1 Closing Date The closing (the Closing”) of the sale and purchase contemplated hereith@teur on or before the Scheduled
Closing DateTIME BEING OF THE ESSENCE (the date on which the Closing shall occur beingginereferred to as theClosing Date”).
With respect to any extension of the Scheduledi@dpBate pursuant to Section 4.$ection 4.3 Section 4.6r Section 4. hereof, the
Scheduled Closing Date shall be five (5) Busineagdfollowing the satisfaction or waiver of the Aggible Closing condition (or, in the event
of multiple extensions pursuant to Section 4ASkction 4.3 Section 4.t@r Section 4. hereof, then five (5) Business Days after the fati®n
or waiver of all such Closing conditions). The Ghgsshall constitute a waiver of all conditions ggdent and all other liabilities and
obligations of each of the parties hereto (exceptte Surviving Obligations). Notwithstanding amyig to the contrary contained in this
Agreement, in addition to any rights to extend@esing set forth elsewhere in this Agreement, Raser, in its sole discretion, shall have the
right to (a) extend the Scheduled Closing Dateafperiod not to exceed thirty (30) days (such pkobtime being herein called thd-frst
Closing Extension
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Period "), provided that (i) Purchaser shall notify Seltérthe same in writing at least two (2) Businesg®prior to the Scheduled Closing
Date, and (ii) concurrently therewith, Purchasellsteposit with Escrowee (to be held in accordanmitk the terms of the Escrow Agreement)
the sum of Five Million and No/100 Dollars ($5,0000.00) (together with all interest thereon, th&rst Extension Deposit” and which, if
made, shall be deemed a portion of the Deposiaapticable to the Purchase Price in connection thighClosing), and (b) extend the
Scheduled Closing Date for an additional thirty)(88y period (such period of time being hereinezhthe “Second Closing Extension Perio
" and, together with the First Closing Extensiomi&d the “Closing Extension Periods) provided that (i) Purchaser shall notify Selérthe
same in writing at least two (2) Business Daysriaahe expiration of the First Closing Extenseriod, and (ii) concurrently therewith,
Purchaser shall deposit with Escrowee (to be le&tcordance with the terms of the Escrow Agreeptbatsum of Five Million and No/100
Dollars ($5,000,000.00) (together with all interdstreon, the Second Extension Deposit and, together with the First Extension Deposit,
“ Extension Deposits’, and which, if made, shall be deemed a portiothefDeposit and applicable to the Purchase Pricernnection with
the Closing). In no event shall the Closing ExtendPeriods exceed a period of sixty (60) days énatpgregate. Purchaser may cause the
Closing Date to occur on a date prior to the ScleeiGlosing Date (as may be extended pursuanigtireement) by providing at least five
(5) Business Days prior written notice to Selldtisg forth the new Scheduled Closing Date.

5.2 Seller Deliveries At least one (1) Business Day prior to the Clgsidhase One Seller and Phase Two Seller, as aplglishall
deliver or cause to be delivered to Escrowee thevitng items executed and acknowledged by sucleGels appropriate:

(a) One (1) deed (individually and collectivelyethDeed”) in the form attached hereto Eghibit D from both of Phase
One Seller and Phase Two Seller conveying the Rexgderty.

(b) Two (2) counterparts of an assignment and apsamof leases and contracts (thAssignment and Assumption of
Leases and Contracts), in the form attached hereto Eghibit E from both of Phase One Seller and Phase Two Sedlereying the Leases
and Contracts.

(c) One (1) bill of sale (the Bill of Sale™), in the form attached hereto Bghibit F from both of Phase One Seller and P!
Two Seller conveying the Tangible Property andrigtble Property.

(d) One (1) certification of non-foreign statudlire form attached hereto Bghibit G .

(e) One (1) California Form 593-C in the most rederm promulgated by the California Franchise Board.

(f) All applicable transfer tax forms, if any.

(g) One (1) form of notice from each of Phase OakeBand Phase Two Seller to the tenants unddrehses (the Tenant

Notice”) in the form attached hereto Bghibit H . After Closing, Purchaser shall, at Purchaserfs sost and expense, deliver a copy of the
Tenant Notice either mail by certified mail retuateipt requested or hand-deliver to each appkctviant.
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(h) One (1) Settlement Statement (as defined beéxeguted by both of Phase One Seller and PhaseS&lear.

(i) Two (2) counterparts of an Assignment of Righitsl Obligations Pertaining to Owner Participatidisposition and
Development Agreement and Development Agreemeat‘(#&ssignment and Assumption of Development Righty, in the form attached
hereto agxhibit K from each of Phase One Seller and Phase Two Seller.

()) Two (2) counterparts of an Assignment (theG&E Assignment”), in the form attached hereto Bghibit L from each
of Phase One Seller and Phase Two Seller.

(k) Evidence reasonably satisfactory to the Titterpany respecting the due organization of Selldrtha due authorization
and execution by Seller of this Agreement and th&ichents required to be delivered hereunder.

() Such further instruments as may be reasonaujyired by the Title Company in order to effectulteprovisions of this
Agreement and the Closing of the transactions coplated herein.

5.3 Purchaser DeliveriesAt least one (1) Business Day prior to the Clgsidurchaser shall deliver or cause to be deliveret
to Escrowee the following items executed and ackedged by Purchaser, as appropriate:

(a) Two (2) counterparts of the Assignment and Agstion of Leases and Contracts.
(b) One (1) of each Tenant Notice.

(c) One (1) Settlement Statement.

(d) Two (2) counterparts of the Assignment and Agstion of Development Rights.
(e) Two (2) counterparts of the PG&E Assignment.

(f) Such further instruments as may be reasonaujyired by the Title Company in order to effectuhge provisions of this
Agreement and the Closing of the transactions coplated herein.
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5.4 Deliveries Outside of EscrovEeller shall deliver possession of the Propertiyurchaser upon the Closing, subject to the right
of the tenants under the Leases. Further, Seltebliecovenants and agrees, at its sole cost arehe&pto deliver or cause to be delivered to
Purchaser, on or prior to the Closing, the follogvitems:

(a) all existing surveys, blueprints, drawings ngland specifications for or with respect to theperty or any part thereof,
the extent the same are in Seller's possessioardrad.

(b) all keys to the Improvements, to the extentshme are in Seller’'s possession or control.

(c) all original executed Leases in effect on theshg Date, and any amendments, modificationspleupents, restatements
and guaranties thereto, to the extent the samia &eller's possession or control.

(d) all original executed Contracts that shall rama effect after the Closing and the original exted Development
Agreement, to the extent the same are in Sell@ssgssion or control

(e) the original of each document evidencing thargible Property or rights to ownership and usedbf including the
Approvals (as defined below), to the extent theesane in Seller’'s possession or control.

(f) to the extent not previously delivered, oridin&all of the Property Documents, to the extdre same are in Seller’s
possession or control.

(9) the Personal Property, including, without liatibn, pass cards, remote controls, security catesputer software and
other devices relating to access to the Improvesaent

All items described in this Section 5wy be either delivered at Closing or left at thenagement office at the Property, to the extent not
previously delivered to Purchaser.

5.5 Closing CostsSeller shall pay (a) all state, county and aiansfer taxes, including transfer taxes of the ®pohMarin and
the City of San Rafael, payable in connection whih transaction contemplated herein, (b) the poritthe title insurance premium for the
standard coverage portion of the Owner’s Policthsnamount of the Purchase Price, and (c) theafasty title insurance or endorsements
Seller agreed to obtain on behalf of Purchasemyauntsto_Section 4.1.dbove. Purchaser shall pay (i) the cost of any ¢itidorsements and
affirmative insurance required by Purchaser (othan the cost of any title insurance or endorses8etler agreed to obtain on behalf of
Purchaser pursuant to Section 44bbve) including, without limitation, the additidrest to obtain ALTA extended coverage under the
Owner’s Policy, (ii) the costs of the New Survdij) éll recording charges payable in connectiothwhe recording of the Deed, (iv) the costs
of Escrowee, and (v) all fees, costs or expensesnnection with Purchasertlue diligence reviews hereunder. Any other ctpsists shall b
allocated in accordance with local custom. Excepmxpressly provided in this Agreement, Seller Racthaser shall pay their respective legal
consulting and other professional fees and expansaged in connection with this Agreement andttia@sactions contemplated hereby and
their respective shares of prorations as hereinpftevided. The provisions of this Section Stall survive the Closing or a termination of this
Agreement.
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5.6 Prorations

5.6.1 CutOff Time . The following provisions shall govern the adjustits and prorations that shall be made at Closidg a
the allocation of income and expenses from the éttgfbetween Seller and Purchaser. Except as estpp@®vided in this Section 5.6, All
items of operating revenue and operating experfsihe ¢roperty, with respect to the period priol 2000 a.m. local time (theCut-off Time
") at the Property on the Closing Date, shall betli@ account of Seller and all items of operatignue and operating expenses of the
Property with respect to the period from and afterCut-off Time, shall be for the account of Pastr. All such prorations shall be made on
the basis of the actual number of days of the maifitich shall have elapsed as of the GfitTime and based upon the actual number of da
the month and a three hundred sixty-five (365) ylear. Without limitation on the foregoing the falling shall be prorated between Purchaser
and Seller as of the Cut-off Time:

(a) All real estate taxes and assessments on tpeRy on the basis of the tax year for which ass@sin no event shall
Seller be charged with or be responsible for angyeiase in the taxes on the Property resulting ttwrsale of the Property or from any
improvements made or leases entered into on arthfteClosing Date. If any assessments on the Ryopee payable in installments, then the
installment for the current period shall be prodageith Purchaser assuming the obligation to pspibportionate share of any installments
after the Closing Date).

(b) Subject to this Section 5.6.1(fAll fixed rent and regularly scheduled items dditional rent under the Leases, and othe
tenant charges if, as and when received. Selldrddlaver or provide a credit in an amount equabtl prepaid rentals for periods after the
Closing Date and all refundable cash security dép@e the extent the foregoing were made by tesmander the Leases and are not applied c
forfeited prior to the Closing Date) to Purchaseitlee Closing Date. At least one (1) Business Day ppo Closing, Seller shall deposit in
Escrow the original letter of credit deposited esusity under the Affiliate Lease which will be dered to Purchaser at Closing. Rents which
are delinquent as of the Closing Date shall ngtrfoeated on the Closing Date. Purchaser shall dechuch delinquencies in its normal billing
and shall use commercially reasonable efforts tsymithe collection thereof in good faith for aipérmof not less than six (6) months after the
Closing Date (but Purchaser shall not be requinddigate or declare a default in any Lease). f@éxtent Purchaser receives rents on or afte
the Closing Date, such payments shall be applistth the rents that shall then be due and payatieirchaser, second toward the rents fo
month in which the Closing occurs, and third to delinquent rents owed to Seller for months priothie month in which the Closing occurs,
with Seller’s share thereof being held by Purchasgémust for Seller and promptly delivered to eby Purchaser. Purchaser may not waive
any delinquent rents related to the period pridClmsing nor modify a Lease so as to reduce omatise affect amounts owed thereunder for
any period in which Seller is entitled to receivehare of charges or amounts without first obtajrellers written consent, which consent r
be given or withheld in Seller’s sole and absotligeretion. From and after the Closing, Seller hgmsaives the right to pursue any remedy
against any tenant owing delinquent rents and émgr@mounts to Seller (including Additional Re¢as defined below)). With respect to
delinquent rents and any other amounts or othaétgigf any kind respecting tenants who are no Iotegents of the Property as of the Closing
Date, Seller shall retain all rights relating there
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Notwithstanding anything to the contrary contaiirethis Agreement, Seller shall be entitled to ahdll receive a credit at the Closing in
amount equal to Seller’s proportionate share afegjular installments of rents, additional rentd al other sums due and owing under the
Affiliate Lease, to the extent the same are delemyjas of the Closing Date, unless Purchaser'di##fihas delivered written notice to Seller
prior to the Closing disputing any such amountsyliich case, Seller shall not be credited for tisputed portion thereof and Seller shall re
its rights with respect thereto following Closing.

(c) Tenants of the Property may be obligated tq payadditional rent, certain escalations in baseand pass throughs of
operating and similar expenses pursuant to thestefithe Leases (collectively Additional Rents ”). Additional Rents for the period from
January 1, 2013 through the Closing Date shallrbeaped at the Closing based on an estimate peefbivg Seller and reasonably approved by
Purchaser, and Seller shall receive a credit fgrenderpayment by the tenants based on such est{auad Purchaser shall retain all such
amounts collected from the tenants based on suichags) and Purchaser shall receive a credit fgrauerpayment by the tenants. As to any
Additional Rents that are based on estimates aatdatie subject to adjustment or reconciliation pans to the Leases after the Closing Date,
Seller and Purchaser shall reasonably coopergteepmre and deliver reconciliation statements &mhdenant under a Lease for calendar yeat
2013 and calendar year 2014 in accordance witketines of the Leases. Purchaser shall deliver semtmciliation statements to the tenants
under the Leases not later than the date and tictergconciliation statements are required to higeted under such tenant’s Lease. The
parties shall “re-prorate” such Additional Rentplagable to calendar year 2013 only (including @aytions thereof that may be required to be
refunded to tenants) at the time that such estsreate actually adjusted or reconciled pursuarttederms of the Leases (taking into accoun
credit, if any, given at Closing related theretd)y amounts that may be due Seller as a resultaf seprorations shall be paid by Purchase
Seller within ten (10) Business Days after Purchasbects such amounts from the tenants (whicttiRaser shall use commercially reasonabl
efforts to collect for six (6) months after suckhpr@ration is completed (but Purchaser shall natogiired to litigate or declare a default in any
Lease)), and any amounts that may be due fromredla result of such re-prorations shall be pgi8diler to Purchaser within ten
(10) Business Days after written request therefaelivered to Seller by Purchaser (to the extehpreviously credited at Closing as provided
above). Purchaser shall include amounts owed byetients under the Leases related to the recammiliaf Additional Rents for calendar year
2013 in its normal billing and shall use commeigiatéasonable efforts to pursue the collectiongb&m good faith for a period of not less tt
six (6) months after the re-proration of such Aiddial Rents is completed in accordance with thistiBe 5.6(c)(but Purchaser shall not be
required to litigate or declare a default in anyée) and shall promptly pay any such amounts dgtadeived from such tenants to Seller.
Seller shall be entitled to collect any Additiofnts directly from former tenants of the Property.

(d) All operating expenses customarily apportiohetiveen sellers and purchasers of real estate piegpsimilar to the
Property and located in the same geographic ardedroperty.
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(e) Charges and payments under Contracts or pechwigthewals or replacements thereof assigned th&ser pursuant to
the Assignment and Assumption of Contracts.

() Any prepaid items, including, without limitatip fees for licenses which are transferred to Pagehat the Closing and
annual permit and inspection fees.

(g) Utilities, including, without limitation, teldone, steam, water, sewer, electricity and gashemasis of the most recer
issued bills therefor, subject to adjustment dfierClosing when the next bills are available f@urrent meter readings are available, on the
basis of such readings.

(h) Deposits with telephone and other utility comiea, and any other Persons who supply goods wicesrin connection
with the Property if the same are assigned to Rugerhat the Closing, which shall be credited iiir thitirety to Seller.

5.6.2_ReProration. If any of the items described in Section 5 léeteof cannot be apportioned at the Closing becafuthe
unavailability of information as to the amounts ethare to be apportioned or otherwise, or are nectly apportioned at Closing or subsequen
thereto, such items shall be apportioned or redigned, as the case may be, as soon as practafbtehe Closing Date or the date such erro
is discovered, as applicable; provided that, exespxpressly provided otherwise herein, neitheyshall have the right to request
apportionment or reapportionment of any item attamg following the one hundred eightieth (BPday after the Closing Date. If the Clos
shall occur before a real estate tax rate or asergds fixed for the tax year in which the Closoarurs, the apportionment of taxes at the
Closing shall be upon the basis of the tax ra@ssessment for the preceding fiscal year appli¢iettatest assessed valuation. Promptly after
the new tax rate or assessment is fixed, the apparent of taxes or assessments shall be recompatedny discrepancy resulting from such
recomputation and any errors or omissions in comgupportionments at Closing shall be promptlyrected and the proper party reimburs
which obligations shall survive the Closing.

5.6.3_Closing Statemenft least five (5) Business Days prior to the @igs Escrowee shall deliver to each of the parfte:
their review and approval a preliminary closingestaent (the ‘Preliminary Closing Statement”) based on an income expense statement
prepared by Seller, reasonably approved by Purchaise delivered to Escrowee prior to said dateingeforth (i) the proration amounts
allocable to each of the parties pursuant to_tkigi6n 5and (ii) the closing costs allocable to each ofghgdies. Based on each of the party’s
comments, if any, regarding the Preliminary Closgtgtement, Escrowee shall revise the Prelimindogiffig Statement and deliver a final
version to each of the parties for signature be@osing (the “Settlement Statement).

5.6.4 Leasing Costdtems to be prorated at the Closing shall incladeedit to Seller for all brokerage and leasing
commissions and tenant improvement costs and atlogsapaid by Seller prior to Closing in connectigth any new Leases or modifications
to any existing Leases entered into after the Hffedate in accordance with the terms and conafitiget forth in Section 8.2bklow
(collectively, “Purchaser Leasing Costs$). Items to
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be prorated at the Closing shall include a credRurchaser for any unpaid brokerage and leasimgrissions, any unpaid tenant improvemen
costs and allowances and any unapplied free ratgruadl Leases entered into prior to the Effecihae (collectively, “Seller Leasing Costs

™). From and after the Closing, Purchaser shalldsponsible for and expressly assumes the obligatipay when due any Purchaser Leasing
Costs and Seller Leasing Costs (to the extent Reertreceives a credit at Closing for such Sekasing Costs).

5.6.5_Survival The provisions of this Section 56all survive the Closing.
6. Escrow.

6.1 Opening of EscrowNot later than one (1) Business Day after the@&ife Date, Purchaser and Seller shall each @use
purchase and sale escrowEScrow ") to be opened with Escrowee by delivery to Eserewf two (2) duplicate partially executed origsaf
this Agreement executed by Seller and Purchasesngceipt of such partially executed originalshi$ Agreement, Escrowee shall execute
and date two (2) duplicate original counterpartthaf Agreement in the space provided for Escrowaad,shall assemble two (2) fully executec
duplicate originals of this Agreement and confiorPurchaser and Seller the date upon which Esg@pened (the Opening of Escrow”)
by the delivery (by e-mail) of a fully executed PPépy of this Agreement to Seller and Purchaset,pomptly thereafter deliver a fully
executed original of this Agreement to each of&alhd Purchaser.

6.2 Escrow InstructionsThis Agreement shall constitute escrow instruddito Escrowee as well as the agreement of theepart
Escrowee is hereby appointed and designated @sdescrowee and instructed to deliver, hold, appty disburse, pursuant to the terms of thit
Agreement, the documents and funds (including tepdsit) to be deposited into Escrow as herein pgeali The parties hereto shall execute
such additional escrow instructions, not inconsistéth this Agreement as determined by counsePiarchaser and Seller, as Escrowee shall
deem reasonably necessary for its protection,yiflas may be modified by and reasonably acceptalffeirchaser, Seller and Escrowee). Ir
event of any inconsistency between this Agreemedtsaich additional escrow instructions, the prawisiof this Agreement shall govern.

6.3 Actions by EscroweeProvided that Escrowee shall not have receivetlenrnotice from Purchaser or Seller of the failof
any condition to the Closing or of the terminatafrthe Escrow and this Agreement, when PurchasgSatier have deposited into Escrow the
documents and funds (including the Purchase Prézp)ired by this Agreement, and Title Company isamditionally and irrevocably
committed to issue the Owner’s Policy to Purchasarcurrently with the Closing, Escrowee shall,Ha brder and manner herein below
indicated take the following actions:

6.3.1_DisbursementDisburse all funds solely in accordance with $s¢tlement Statement and the wire instructionsigem
to Escrowee by the parties, and thereafter disktorBeirchaser any remaining funds in the possessigscrowee.
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6.3.2_Recording Following Title Company’s acknowledgment thasiprepared and irrevocably committed to issue the
Owner’s Policy to Purchaser, cause the Deed, apattner documents which the parties hereto may aflytdirect to be recorded in the
Official Records of Marin County and obtain confauncopies thereof for distribution to Purchaser Saliier.

6.3.3_0wnelrs Policy. Cause Title Company to issue the Owner’s Policjurchaser.

6.3.4_DocumentsDeliver to Purchaser and Seller one (1) fullyeasisled and executed original of each of the doctsnen
deposited into Escrow, other than the Deed andémr recorded documents.

6.4 Conflicting Demandslf prior to the Closing, a written demand for thedsit (a “Deposit Demand”) is made by Seller or
Purchaser (the demanding party” ), Escrowee shall promptly send a copy of such Bigfiemand to the other party (th@én-demanding
party” ). Except in connection with the timely deliveryafrermination Notice by Purchaser or the failwdirchaser to timely deliver an
Approval Notice, each in accordance with the tenm®of (in which event the Deposit shall be prognpgturned to Purchaser), Escrowee shal
hold the Deposit for five (5) Business Days frora thate of delivery by Escrowee of the Deposit Detirtarthe non-demanding party (“
Objection Period” ). In the event the nodemanding party delivers to Escrowee written olgacto the release of the Deposit to the demar
party (an “Objection Notice”) within the Objection Period (which Objection Nu# shall set forth the basis under this Agreerf@mnbbjecting
to the release of the Deposit), Escrowee shall ptiynsend a copy of the Objection Notice to the dading party. In the event that the non-
demanding party fails to deliver an Objection Netwithin the Objection Period, Escrowee shall, srauthorized to, promptly deliver (and in
no event later than one (1) Business Days afteetp@ation of the applicable Objection Period) Beposit to the Demanding Party. In the
event of any dispute between the parties regarti@gelease of the Deposit, Escrowee, in its gagt business judgment, may disregard all
inconsistent instructions received from either yparid may either (a) hold the Deposit until thepdts is (i) mutually resolved and Escrowee is
advised of such mutual resolution in writing bytb&eller and Purchaser, or (ii) Escrowee is othewistructed by a final non-appealable
judgment of a court of competent jurisdiction, by eposit the Deposit with a court of competengiction by an action of interplead
(whereupon Escrowee shall be released and religvady further liability or obligations hereundeoin and after the date of such deposit). In
the event Escrowee shall in good faith be uncegaito its duties or obligations hereunder or gieakive conflicting instructions, claims or
demands from the parties hereto (expressly exdudawever a conflicting demand given by Sellerraterchaser has either timely delivere
Termination Notice and Deposit Demand or failetireely deliver an Approval Notice and Deposit Demiaaach in accordance with the term:
hereof), Escrowee shall promptly notify both pariie writing and thereafter Escrowee shall be katibut not obligated) to refrain from tak
any action other than to keep safely the Depodit Eacrowee shall receive a joint instruction frawoth parties clarifying Escrowee’s
uncertainty or resolving such conflicting instracts, claims or demands, or until a final non-apgael judgment of a court of competent
jurisdiction instructs Escrowee to a
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6.5 Destruction of Documents; Survivdtscrowee is hereby authorized to destroy or wtiserdispose of any and all documents,
papers, instructions and other material concerttiegescrow at the expiration of six (6) years fritli later of (a) the Closing, (b) the final
disbursement of any funds maintained in Escrow dfie Closing, or (c) the final release of the D&pfollowing the termination of this
Agreement. The provisions of this Sectioshll survive the Closing or earlier terminatiortlus Agreement until Escrowee’s duties and
obligations hereunder are fully and finally disaiexat.

7. Condemnation or Destruction of Propertf; after the Effective Date but prior to the &doled Closing Date, either any portion of the
Real Property is taken (or threatened to be tagarguant to eminent domain proceedings or condéamat any of the Improvements are
damaged or destroyed by fire or other casualty) Beller shall promptly deliver, or cause to bewveeéd, to Purchaser, notice of any such
eminent domain proceedings or casualty. Sellet blagk no obligation to restore, repair or replang portion of the Property or any such
damage or destruction. Seller shall, at the Clgsasgign to Purchaser all of Seller’s interestlim&ards or other proceeds for such taking by
eminent domain or condemnation or the proceedsyfresurance collected by Seller for such damag#estruction (unless Seller shall have
repaired such damage or destruction prior to thsi@) and except to the extent any such awardsepds or insurance are attributable to lost
rents or items applicable to any period prior ® @losing), less the amount of all costs incurngé&eéller in connection with the repair of such
damage or destruction or collection costs of Se#ispecting any awards or other proceeds for sakdhg by eminent domain or condemnation
or any uncollected insurance proceeds which Sellr be entitled to receive from such damage orgestn, as applicable. In connection
with any assignment of awards, proceeds or inseraeceunder, Seller shall credit Purchaser witaraount equal to the applicable deductible
amount under Selles’insurance (but not more than the amount by wthielcost, as of the Closing Date, to repair theatpnis greater than t
amount of insurance proceeds assigned to Purch#stig amount of the damage or the value of #king (in each case, as determined by an
independent third party contractor or engineercteteby Seller and reasonably approved by Purchakell exceed the sum of five percent
(5%) of the Purchase Price (or if a casualty isismied and the amount of such damage is Two HurdfigdThousand Dollars ($250,000) or
more and Seller does not elect to credit Purchaibran amount equal to the cost to repair suchsunied casualty, Seller having the right, but
not the obligation, to do so) or if any taking breatened taking of any portion of the Real Prgpettich would materially affect access to the
Real Property occurs regardless of the amountahegPeirchaser shall have the right to terminate Agreement by notice to Seller given wi
ten (10) Business Days after Seller notifies Pusehén writing of the estimated amount of damagede estimated amount of the value of the
taking, and Closing shall be extended as necessajiye Purchaser the full ten (10) Business Dajogeio make such election. If Purchaser
does not elect to terminate this Agreement, Sehail not compromise, settle or adjust any inswgaiaim or condemnation award in excess 0
Two Hundred Fifty Thousand Dollars ($250,000) withBurchaser’s prior written consent (which constatl not be unreasonably withheld
or conditioned). Notwithstanding the foregoingai€asualty is uninsured and the amount of such gansdess than Two Hundred Fifty
Thousand Dollars ($250,000), then Seller shalllideyated to credit Purchaser at Closing with an am@qual to the cost to repair such
uninsured casualty. In any instance where this &ment is terminated pursuant to this Sectigth?2 Deposit shall be promptly returned to
Purchaser and this Agreement and the obligatiotissoparties hereunder shall terminate (and ng peteto shall
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have any further obligations in connection herewitbept for the Surviving Obligations). The partieseby waive the provisions of any stal
which provides for a different outcome or treatmierthe event of a casualty or a condemnation anenmt domain proceeding. The provisions
of this Section &hall survive the Closing or any termination hereof

8. Representations, Warranties and Covenants

8.1 Representations, Warranties and Covenantsllef Se

8.1.1 Representations and Warranties of Sefibject to the provisions of this Section 8.1each of Phase One Seller and
Phase Two Seller, as applicable, jointly and sélyehareby represents and warrants to Purchasenthaf the Effective Date and as of the
Closing:

(a) Authority. This Agreement and all other documents delivergat to or at the Closing (i) have been (or wil, las
applicable) duly authorized, executed, and deliddrgeach Seller; (ii) are binding obligations atk Seller; and (iii) do not violate the
formation documents of either Seller. Each Seléer dbtained (or will obtain, as applicable) alluieed consents, releases, and approvals
necessary to execute this Agreement and consuntheteansaction contemplated by this AgreementhEsdler further represents that it is a
limited liability company, duly organized and ekigt in good standing under the laws of the Stateeldware and qualified to do business in
the State of California.

(b) No Conflicts. The execution and delivery of this Agreement,dbesummation of the transactions herein conterag)at
and compliance with the terms of this Agreement mét conflict with, or, with or without notice ¢dhe passage of time or both, result in a
breach of any of the terms or provisions of, orstitute a default under, any indenture, deed attmortgage, loan agreement, or other
document, or instrument or agreement, oral or @nijtto which either Seller is a party or by whidther Seller or the Property is bound, or any
applicable regulation of any governmental agencyny judgment, order or decree of any court hayinigdiction over either Seller or all or
any portion of the Property.

(c) No Insolvency No attachments, execution proceedings, assigrnfienthe benefit of creditors, insolvency, bankcyp
reorganization or other proceedings are pendingpdeller's Knowledge, threatened, against eigedler.

(d) NonForeign PersonNeither Seller is a “foreign person” as definedection 1445 of the Internal Revenue Code, as
amended (the Code”).

(e) OFAC. Each Seller is (a) currently in compliance wittdahall at all times prior to Closing remain imgaiance with
the regulations of the Office of Foreign Assets an* OFAC ") of the U.S. Department of Treasury and any $éatexecutive order, or
regulation relating thereto (collectively, th©FAC Rules™), (b) not listed on, and shall not during thenteof this Agreement be listed on, the
Specially Designated Nationals and Blocked Per&@stsnaintained by OFAC and/or on any other simlistrmaintained by OFAC or other
Governmental Authority pursuant to any authoriztatute, executive order, or regulation, and (¢)anperson or entity with whom a U.S.
person is prohibited from conducting business utldeiOFAC Rules.
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(f) Leases Neither Seller has entered into any leases, diegr other occupancy agreements to which subdr 8 party
or is bound affecting any portion of the Propertyiath will be in force after the Closing other thie Leases. As used hereir,éases’ shall
be deemed to mean, collectively, (i) the leasesrdeesd onExhibit | -1 attached hereto (thel'ease Exhibit”) and (ii) the leases entered into
after the Effective Date in accordance with thiségment. The Leases are in full force and effedtlave not been amended except as set
in the Lease Exhibit. No rent or other amount heenbprepaid under any of the Leases for more thiety {30) days in advance. Except as set
forth onExhibit | -2, there are no outstanding tenant improvements foebformed, improvement allowances to be paidppiied free rent
periods, leasing commissions or other monetary &ssions to be paid under any of the Leases entameds of the Effective Dat&xhibit | -3
attached hereto sets forth the amount of all castirgy deposits held by both Sellers under anhefLeases entered into as of the Effective
Date. There are no security deposits held by eledier under any of the Leases entered into #seoEffective Date in the form of a letter of
credit (other than the letter of credit held byl&elinder the Affiliate Lease).

(9) Naotices. Neither Seller has received written notice of default by the landlord under the Leases that nesnancured
and, to Seller's Knowledge, there is no fact otgachich would now or with the giving of notice thie passage of time or both be a default by
the landlord under the terms of a Lease that resnamcured. Neither Seller has received writtencedtiom any current tenant (i) to cancel any
Lease, (ii) that such tenant is or may become @nablinwilling to perform any or all of its obligams under its Lease, whether for financial or
other reasons, or (iii) that an action or proceggioluntary or involuntary, is pending or threadragainst such tenant under any bankrupt
insolvency law, or (iv) that such tenant disputesase rent or escalation rents or the computafiescalation rents pursuant to its Lease.

(h) Litigation. There are no pending or, to Seller’s Knowledbegdtened in writing actions, suits or proceedingfore any
judicial or quas-judicial body or condemnation actions againstRha@perty or against either Seller with respech®Rroperty. To Seller’s
Knowledge, there are no existing, proposed or coptated special assessments, except those shoswtestions on the Preliminary Title
Report.

(i) Contracts Neither Seller has entered into any service, taaamce, repair, management, leasing, or supplyawia or
equipment leasing contracts relating to the Prgpehich will be in force after the Closing, excédpt the Contracts. As used in this Agreem
the “Contracts ” shall be deemed to mean, collectively, (i) thatcacts described dexhibit N attached hereto, and (ii) contracts entered intc
by either Seller after the Effective Date in aceorck with the terms hereof. Neither Seller hasivedeany written notice, nor delivered any
written notice, of any monetary default or mateniah-monetary default under any of the Contrads imains uncured and, to Seller’s
Knowledge, there is no fact or facts which woulavrar with the giving of notice or the passage ofdior both be a default by either Seller
under the terms thereof that remains uncured.
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()) Development Agreementlo Sellers Knowledge, the Development Agreement is in falté and effect and has not b
amended except as set forth in the definition efDievelopment Agreement set forth above. NeithéeiSeas received any written notice of
any default by either Seller under the Developmgeement that remains uncured and, to Seller'sidedge, there is no fact or facts which
would now or with the giving of notice or the pagsaf time or both be a default by either Selledlanthe terms thereof that remains uncured.
Notwithstanding anything to the contrary contaiimethis Agreement, Seller shall be released frognlebility with respect to th
representation set forth in this Section 8.1.4f§9n the earlier to occur of (i) the expiratiortlod Survival Period and (ii) the date of deliveny t
Purchaser of the City Consent and Agreement exédytehe City, but only if the same is deliveredPtarchaser prior to Closing.

(k) OPDDA. To Seller's Knowledge, the OPDDA is in full foread effect and has not been amended except fstbein
the definition of the OPDDA set forth above. Neitseller has received any written notice of anyadifby either Seller under the OPDDA 1
remains uncured and, to SeleKnowledge, there is no fact or facts which waubav or with the giving of notice or the passagéioe or bott
be a default by either Seller under the terms tfdkat remains uncured. Notwithstanding anythmght contrary contained in this Agreem
Seller shall be released from any liability witlspect to the representation set forth in this $adil.1(kJupon the earlier to occur of (i) the
expiration of the Survival Period and (ii) the dafalelivery to Purchaser of the City Consent aggle@ment executed by the Agency, but only
if the same is delivered to Purchaser prior to i@tps

() PG&E Indemnity AgreementThe PG&E Indemnity Agreement is in full force agfflect and has not been amended.
Neither Seller has received any written noticerof default by either Seller under the PG&E IndemaAigreement that remains uncured anc
Seller's Knowledge, there is no fact or facts whiatuld now or with the giving of notice or the pags of time or both be a default by either
Seller under the terms thereof that remains uncured

(m) Violation of Legal RequirementdNeither Seller has received written notice of sijations of any legal requirements
applicable to the Property, including, without liation, all laws applicable to the Property witspgect to zoning, building, fire and health
codes, environmental protection and sanitationpotldition control and the Americans with Disabégi Act, as amended (collectivelyi.aws
"), which violations have not been cured. To S&l&nowledge there is no condition currently orpoisly existing on the Property or any
portion thereof that remains uncured which may gise to any violation of any Laws applicable te troperty if it were disclosed to the
authorities having jurisdiction over the Property.

(n) Preferential RightsNeither Seller has granted any options or rightrst refusal or rights of first offer or similaights
to third parties to purchase or otherwise acquirevanership interest in the Property.

(o) Employees There are not currently any persons employedéieiS

(p) Insurance Neither Seller has received any written noticeegiuest from any insurance company requesting the
performance of any work or alteration with resgedhe Property which remains uncured. Neithere8dlas received written notice from any
insurance company concerning any defects or inagesiin the Property, which, if not corrected, ldaesult in the termination of insurance
coverage for the Property or materially increagecibst of such insurance coverage which remaingradc
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(q) Property DocumentsExcept for the Excluded Documents, the Propedguents represent all of the material contr:
documents, information and materials in Seller'sgession and control with respect to the ownemshipoperation of the Property.

(r) Environmental MattersTo Seller's Knowledge, Seller has delivered tocRaser all environmental studies and reports
with respect to the Property in Seller’s possesaimhcontrol. Neither Seller has received any amitiotice that alleges that such Seller or the
Property is not in compliance with Environmentalsa(as defined below) which remains uncured. Tien® Environmental Claim (as
defined below) pending or, to Seller's Knowleddeettened with regard to the Property which remantaired.

“ Environmental Claim " means any and all actions (including, withoutitation, investigatory, remedial or enforcemeni@atws of any
kind, administrative or judicial proceedings, amdeys or judgments arising out of or resulting #fiem), costs, claims, damages (including,
without limitation, punitive damages), expensesl(iding, without limitation, attorneys’, consultahtind experts’ fees, court costs and
amounts paid in settlement of any claims or acjidirses, forfeitures or other civil, administragiwr criminal penalties, injunctive or other
relief (whether or not based upon personal injprgperty damage, or contamination of, or adverectsf upon, the environment, water tables
or natural resources), liabilities or losses aggiom or relating to the presence or suspectesigmee of any Environmental Materials in, on,
under, or about the Property or properties adjaiteneto.

“ Environmental Materials " means chemicals, pollutants, contaminants, wati®g substances, petroleum and petroleum prsdurct
any other chemical, material, or substance thatee of its quantity, concentration, or physicatleemical characteristics, exposure to which
is limited or regulated for health and safety reasoy any Governmental Authority, or which posesgaificant present or potential hazard to
human health and safety or to the environmentéiased into the workplace or the environment.

“ Fundamental Representations means the representations and warranties sét ifoi$ections 8.1.1(ahrough_8.1.1(eabove.

Notwithstanding and without limiting the foregoirif(i) any of the representations or warrantiesefler that survive Closing
contained in this Agreement or in any documentetrument delivered in connection herewith are nedtg false or inaccurate, (i) Purchaser
had knowledge of such falsehood or inaccuracy,(@gh@urchaser nonetheless closes the transactiereunder and purchases the Property,
then Seller shall have no liability or obligatiaspecting such false or inaccurate representadionsirranties (and any cause of action resu
therefrom shall terminate upon the Closing). Theapé “Known to Purchaser”, “ Purchaser’'s Knowledge’ or “ Purchaser has Knowledg:

" as used in this Agreement shall mean (w) a Pweha Representative (as defined below) actualyanof the
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same, (X) the accurate state of facts pertinestith false or inaccurate representations or waesaot other breach or default was expressly
identified in any of the Property Documents, ortfyg copies of the Leases, the Contracts or argr ttoperty Documents furnished or made
available to or otherwise obtained by Purchaser ppa the expiration of the Due Diligence Perioditzin express provisions or information 1
are materially inconsistent with the foregoing esgantations and warrantiesPtirchaser’'s Representatives$ shall mean Eric Davis and
Daniel Oppenheimer. Purchaser represents and visitteat Purchaser’'s Representatives are thosengeaéfiliated with Purchaser primarily
responsible for Purchaser’s potential acquisitibthe Property. Notwithstanding anything to the tcary contained in this Agreement,
Purchaser’s Representatives shall have no perBabgity hereunder. If Seller discloses in writihg any of Purchaser’'s Representatives that
any of Seller’'s representations or warranties arnger true and correct after the expirationhef Due Diligence Period (or such untruth or
incorrectness otherwise first becomes Known to Raser after the expiration of the Due Diligenced®gr then within five (5) Business Days
after such disclosure (and Closing shall be extdradenecessary to give Purchaser such full fiv8(Bjness Day period) Purchaser may
terminate this Agreement, in which case, the Dé@bsill be promptly returned to Purchaser andAlgieement and the obligations of the
parties hereunder shall terminate (and no partgtbeshall have any further obligations in connettierewith except for the Surviving
Obligations).

References to Seller’'s Knowledge” or words of similar import shall refer only todflturrent actual (as opposed to implied
or constructive) knowledge of Karen M. WilbrechtjINg Polite and Dale Tate (collectively,Seller's Representatives), and shall not be
construed, by imputation or otherwise, to refethiknowledge of Seller, any parent, subsidiargftiliate of Seller or to any other officer,
agent, manager, representative or employee ofrSBider represents and warrants that Seller'sésgmtatives are those persons affiliated
with Seller and its affiliates or property managesst knowledgeable regarding the ownership andatipa of the Property, possessing the
greatest experience and familiarity with the PropeXotwithstanding anything to the contrary contal in this Agreement, Seller’s
Representatives shall have no personal liabilitgtieder.

The Fundamental Representations and the represastand warranties set forth in the Seller’'s Egtd|Certificates shall
survive the Closing until the expiration of the Bggible statutes of limitation, including any suspens, tollings or extensions thereof, plus
sixty (60) days. The representations and warractesained in Sections 8.1.1{frough_8.1.1(rabove shall survive the Closing for a period o
nine (9) months (the Survival Period ”). In furtherance thereof, Purchaser acknowledgesagrees that it shall have no right to make any
Claim against Seller on account of any breach gfrapresentation or warranty contained in this ad.1.1unless written notice of a breach
of a representation or warranty shall be receiwe8édller prior to the expiration of the applicablegvival period. To the fullest extent permitted
by law, the foregoing shall constitute an expreas/ar of any applicable statute of limitations ataunt of Seller’s breach of its
representations and warranties contained in Sex8dn1(fithrough_8.1.1(rpbove.

8.1.2_ GENERAL DISCLAIMER EXCEPT FOR THE REPRESENTATIONS, WARRANTIES AND @ENANTS OF
SELLER FORTH IN THIS AGREEMENT, ANY SELLER'S ESTOER CERTIFICATES AND THE DOCUMENTS TO BE DELIVERED
BY SELLER AT CLOSING, THE SALE OF THE PROPERTY
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HEREUNDER IS AND WILL BE MADE ON AN “AS IS” “WHEREIS,” AND “WITH ALL FAULTS” BASIS, WITHOUT
REPRESENTATIONS AND WARRANTIES OF ANY KIND OR NATUR, EXPRESS, IMPLIED OR OTHERWISE, INCLUDING ANY
REPRESENTATION OR WARRANTY CONCERNING TITLE TO THEROPERTY, THE PHYSICAL CONDITION OF THE PROPERTY
(INCLUDING THE CONDITION OF THE SOIL, AIR, WATER ORHE IMPROVEMENTS), THE ENVIRONMENTAL CONDITION OF
THE PROPERTY (INCLUDING THE PRESENCE OR ABSENCE BIRZARDOUS SUBSTANCES ON OR AFFECTING THE
PROPERTY), THE COMPLIANCE OF THE PROPERTY WITH APIRIABLE LAWS AND REGULATIONS (INCLUDING ZONING

AND BUILDING CODES OR THE STATUS OF DEVELOPMENT OBSE RIGHTS RESPECTING THE PROPERTY), THE FINANCIAL
CONDITION OF THE PROPERTY OR ANY OTHER REPRESENTAON OR WARRANTY RESPECTING ANY INCOME, EXPENSES,
CHARGES, LIENS OR ENCUMBRANCES, RIGHTS OR CLAIMS ONFFECTING OR PERTAINING TO THE PROPERTY OR ANY
PART THEREOF. EXCEPT FOR THE REPRESENTATIONS, WARRAES AND COVENANTS OF SELLER FORTH IN THIS
AGREEMENT, ANY SELLERS ESTOPPEL CERTIFICATES AND THE DOCUMENTS TO BE DWERED BY SELLER AT CLOSING
PURCHASER ACKNOWLEDGES THAT, DURING THE DUE DILIGEGE PERIOD, PURCHASER WILL EXAMINE, REVIEW AND
INSPECT ALL MATTERS WHICH IN PURCHASER'’S JUDGMENTHEBAR UPON THE PROPERTY AND ITS VALUE AND
SUITABILITY FOR PURCHASER’S PURPOSES. PURCHASERASSOPHISTICATED PURCHASER WHO IS FAMILIAR WITH THE
OWNERSHIP AND OPERATION OF REAL ESTATE PROJECTS 3R TO THE PROPERTY. PURCHASER HAS OR WILL HAVE
ADEQUATE OPPORTUNITY TO COMPLETE ALL PHYSICAL AND INANCIAL EXAMINATIONS (INCLUDING ALL OF THE
EXAMINATIONS, REVIEWS AND INVESTIGATIONS REFERRED O IN SECTION 4) RELATING TO THE ACQUISITION OF THE
PROPERTY HEREUNDER IT DEEMS NECESSARY, AND WILL AGQQRE THE SAME SOLELY ON THE BASIS OF AND IN
RELIANCE UPON SUCH EXAMINATIONS AND THE TITLE INSURNCE PROTECTION AFFORDED BY THE OWNER’S POLICY
AND NOT ON ANY INFORMATION PROVIDED OR TO BE PROVIBED BY SELLER (EXCEPT FOR THE REPRESENTATIONS,
WARRANTIES AND COVENANTS OF SELLER FORTH IN THIS ABEEMENT, ANY SELLER’'S ESTOPPEL CERTIFICATES AND
THE DOCUMENTS TO BE DELIVERED BY SELLER AT CLOSINGEXCEPT FOR THE REPRESENTATIONS, WARRANTIES AND
COVENANTS OF SELLER FORTH IN THIS AGREEMENT, ANY $EER’'S ESTOPPEL CERTIFICATES AND THE DOCUMENTS TO
BE DELIVERED BY SELLER AT CLOSING,: (A) PURCHASER WL ACQUIRE THE PROPERTY SOLELY ON THE BASIS OF ITS
OWN PHYSICAL AND FINANCIAL EXAMINATIONS, REVIEWS AND INSPECTIONS AND THE TITLE INSURANCE PROTECTION
AFFORDED BY THE OWNER’S POLICY, AND (B) WITHOUT LINTTING THE FOREGOING, PURCHASER WAIVES ANY RIGHT IT
OTHERWISE MAY HAVE AT LAW OR IN EQUITY, INCLUDING,WITHOUT LIMITATION, THE RIGHT TO SEEK DAMAGES FRONM
SELLER IN CONNECTION WITH THE ENVIRONMENTAL CONDITON OF THE PROPERTY, INCLUDING ANY RIGHT OF
CONTRIBUTION UNDER THE COMPREHENSIVE ENVIRONMENTARESPONSE COMPENSATION AND LIABILITY ACT. THE
PROVISIONS OF THIS SECTION 8.12HALL SURVIVE THE CLOSING.
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THE DISCLAIMER SET FORTH ABOVE SHALL NOT APPLY (IYO THE EXTENT OF ANY FRAUD
PERPETRATED BY SELLER, (Il) TO ANY OBLIGATION OF SHER WHICH EXPRESSLY SURVIVES THE CLOSING, (lll) TGNY
CLAIMS ARISING FROM OR RELATED TO SELLER’S OBLIGATONS UNDER THE DOCUMENTS DELIVERED TO BUYER AT
CLOSING OR UNDER ANY SELLER’S ESTOPPEL CERTIFICATESR (IV) ANY CLAIM BY PURCHASER’S AFFILIATE AGAINST
SELLER RELATED TO SELLER’'S COVENANTS AND OBLIGATION UNDER THE AFFILIATE LEASE ARISING FROM EVENTS
OR CIRCUMSTANCES OCCURRING PRIOR TO THE CLOSING (GRIDED THAT IF PURCHASER HAS KNOWLEDGE AS OF THE
EFFECTIVE DATE OF ANY CLAIMS RELATED TO THE AFFILIAE LEASE AND PURCHASER NONETHELESS CLOSES THE
TRANSACTION HEREUNDER AND PURCHASES THE PROPERTWEN PURCHASER SHALL BE DEEMED TO HAVE WAIVED
ALL OF SUCH CLAIMS AND SELLER SHALL HAVE NO LIABILITY OR OBLIGATION RESPECTING SUCH CLAIMS).

8.2 Interim Covenants of Selletntil the Closing Date or the sooner terminatdithis Agreement in accordance with the terms
and conditions hereof, both of Phase One SellePdnrade Two Seller jointly and severally hereby ag®follows:

8.2.1 Maintenance of Properteller shall maintain and operate the Propergctordance with Laws and in substantially
the same manner as prior hereto pursuant to Setlermal course of business (such maintenanceaioligs not including capital expenditures
or expenditures not incurred in such normal coofdausiness), subject to reasonable wear and tebfuather subject to destruction by cast
or other events beyond the control of Seller.

8.2.2_Contracts Subject to the terms set forth in this Sectich®B. Seller may cancel, modify, extend, renew or petha
expiration of contracts or enter into any new sar\dontract without Purchaser’s consent. Beforeeipgration of the Due Diligence Period,
Seller shall not modify, extend, renew or cancetépt as a result of a default by the other pdmtyaunder) or enter into any additional service
contracts or other similar agreements without tter gonsent of Purchaser, which consent shalbeatnreasonably withheld, conditioned or
delayed; provided, however, Purchaser’s consettitrsbizbe required if such contract is cancelalgeruthirty (30) days’ notice without
premium or penalty. After the expiration of the DDiligence Period, Seller shall not modify, exterghew or cancel (except as a result of a
default by the other party thereunder) or entey &ty additional service contracts or other simalgireements without the prior consent of
Purchaser, which consent may be granted or withhdRiirchaser’s sole and absolute discretion. Rseats failure to disapprove any request
for consent by Seller under this Section 8Within five (5) Business Days following Seller'sougest therefor shall be deemed to constitute
Purchaser’'s consent thereto.

8.2.3_ Development AgreemenS$eller shall not cancel, modify or amend the Degw@ent Agreement or waive, settle or
release any Claims with the City with respect ttewathout the prior consent of Purchaser, whichsemt shall granted or withheld in
Purchaser’s sole and absolute discretion.
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8.2.4_LeasesSubject to the terms of this Section 8.2Skller shall have the right to continue to offee Property for lease
in the same manner as prior hereto pursuant toitmal course of business and, upon request, lsbgtl Purchaser reasonably informed as to
the status of leasing prior to the Closing DatdleBehall not enter into new leases, or modifizas or supplements of existing Leases or wi
settle or release any Claims with any parties folaases without the prior written consent of Pasgr, which consent may be granted or
withheld in Purchaser’s sole and absolute disanetintwithstanding the foregoing or anything to toaitrary set forth in this Agreement,
(x) Purchaser’s failure to disapprove any requasstbnsent by Seller under this Section 8\ithin five (5) Business Days following Seller’s
request therefor shall be deemed to constituteHaser’s disapproval thereof, and (y) Purchaset bkal those costs and expenses related to
any new leases or modifications of existing Leas#ered into after the Effective Date in accordanitk the provisions of this Section 8.2.4
and, without limiting the foregoing, the proraticsisthe Closing shall include an appropriate credeller consistent with the foregoing.

8.2.5 InsuranceSeller shall keep in force and effect with respgethe Property the insurance policies curreadried by
Seller as of the Effective Date or policies promglsimilar coverage through the Closing Date.

8.2.6_Property Seller shall not (a) directly or indirectly sell assign the Property or any portion thereof (othan the sale
of de minimis portions of the Personal Propertthia ordinary course of business), (b) take anyactireate, commit, permit to exist or suffer
any acts which would (i) give rise to any variaficen the current legal description of the Land(igrvoluntarily cause the creation of any li
charge or encumbrance against the Property (whiobtiremoved as of the Closing), or (c) enter artp agreement to do any of the foregoing

8.2.7_Notices Seller shall use commercially reasonable effarisromptly notify Purchaser of any change in aogdition
with respect to the Property or any portion theadf any event or circumstance of which Selles Kaowledge subsequent to the Effective
Date which (a) materially, adversely affects thegerty or any portion thereof or the use or operatif the Property or any portion thereof, or
(b) makes any representation or warranty of S&dl&urchaser under this Agreement untrue or miglgad any material respect.

8.2.8_DevelopmentSeller shall not take any actions with resped¢hé&development of the Property, including, withou
limitation, applying for, pursuing, accepting ortaiming any permits, approvals or other developneatitiements from any governmental or
other regulatory entities or finalizing or enterimgp any agreements relating thereto without Paseh's prior written consent (which consent
may be withheld in Purchaser’s sole and absol#erelion).

8.2.9_No Litigation Seller shall not allow to be commenced on itsalfedmy action, suit or proceeding with respecaitemr
any portion of the Property without Purchaser’'pviritten consent (which consent may be withhal®urchaser’s sole and absolute
discretion). Notwithstanding the foregoing, Setieaty (without obtaining Purchaser’s consent priah®expiration of the Due Diligence
Period, and, after the expiration of the Due
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Diligence, with the prior consent of Purchaser,chhtonsent shall not be unreasonably withheld, itioned or delayed) commence and litic
an unlawful detainer proceeding against any teaantcupant under a Lease or commence and litagatgoroceeding against any vendor,
service provider or warrantor with respect to thep@rty.

8.2.10 CooperationPrior to Closing, Seller shall coordinate andsoegbly cooperate with Purchaser regarding any
communications by Purchaser and the City and @fbeernmental or quasi-Governmental Authorities wébpect to any development or
redevelopment of the Property or any other actia Purchaser or its affiliates desire to undertaitle regards to the Property that will require
approval from the City or any other governmentadjoasi-Governmental Authorities.

Any Claims related to any breach by Seller of theemants set forth in this Section 8&urring prior to Closing shall
survive the Closing through the end of the Surviatiod.

8.3 Representations, Warranties and CovenantsrohBser. Purchaser hereby represents and warrants ta 8wlleas of the
Effective Date and as of the Closing:

8.3.1 Authority. This Agreement and all other documents delivemgat to or at the Closing (i) have been (or wi, kas
applicable) duly authorized, executed, and deliddre Purchaser; (ii) are binding obligations of éhaser; and (iii) do not violate the format
documents of Purchaser. Purchaser has obtainedl(obtain, as applicable) all required consengdeases, and approvals necessary to ex
this Agreement and consummate the transaction wgtéded by this Agreement. Purchaser further reprissthat it is a limited liability
company, duly organized and existing in good stagdinder the laws of the State of Delaware andifipchto do business in the State of
California.

8.3.2_No Conflicts The execution and delivery of this Agreement,dbesummation of the transactions herein conterag
and compliance with the terms of this Agreement mot conflict with, or, with notice or the passagfetime or both, result in a breach of an
the terms or provisions of, or constitute a defanlier, any indenture, deed of trust, mortgagey &maeement, or other document, or instrur
or agreement to which Purchaser is a party, ora@mjicable regulation of any governmental agencyny judgment, order or decree of any
court having jurisdiction over Purchaser.

8.3.3_No Insolvency No attachments, execution proceedings, assigmienthe benefit of creditors, insolvency,
bankruptcy, reorganization or other proceedinggarealing, or, to Purchaser’s knowledge, threateagainst Purchaser.

8.3.4 OFAC. Purchaser is currently (a) in compliance with ahdll at all times prior to Closing remain in cdiapce with
the regulations of the OFAC of the U.S. Departnadrireasury and the OFAC Rules, (b) not listedad shall not during the term of this
Agreement be listed on, the Specially DesignatetibNals and Blocked Persons List maintained by OF#@/or on any other similar list
maintained by OFAC or other Governmental Authopitysuant to any authorizing statute, executive mteregulation, and (c) not a persor
entity with whom a U.S. person is prohibited froanducting business under the OFAC Rules.
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9. Release

9.1 RELEASE EFFECTIVE AS OF THE CLOSING, PURCHASER SHALL BEEEMED TO HAVE RELEASED SELLER
AND ALL SELLER RELATED PARTIES FROM ALL CLAIMS WHIGH PURCHASER OR ANY AFFILIATE, EMPLOYEE, DIRECTOR,
OFFICER, PARTNER, MEMBER, SERVANT OR SHAREHOLDERAEH, A “ PURCHASER RELATED PARTY ") HAS OR MAY
HAVE ARISING FROM OR RELATED TO ANY MATTER OR THINGRELATED TO OR IN CONNECTION WITH THE PROPERTY
INCLUDING THE DOCUMENTS AND INFORMATION REFERRED TBIEREIN, THE LEASES AND THE TENANTS THEREUNDER,
ANY CONSTRUCTION DEFECTS, ERRORS OR OMISSIONS INEBESIGN OR CONSTRUCTION OF ALL OR ANY PORTION OF
THE PROPERTY AND ANY ENVIRONMENTAL CONDITIONS, INCUDING, WITHOUT LIMITATION, ALL PRIOR WATER
INTRUSION AT THE PROPERTY AND ALL REMEDIATION ACTINTIES IN CONNECTION THEREWITH, AS MORE
PARTICULARLY SET FORTH IN THAT CERTAIN LETTER DATEDSEPTEMBER 10, 2013, FROM MARX/OKUBO ASSOCIATES,
INC. TO JP MORGAN ASSET MANAGEMENT, INC. AND ON EXIBIT A ATTACHED THERETO, AND PURCHASER SHALL NOT
LOOK TO SELLER OR ANY SELLER RELATED PARTIES IN COMECTION WITH THE FOREGOING FOR ANY REDRESS OR
RELIEF. THIS RELEASE SHALL BE GIVEN FULL FORCE ANEFFECT ACCORDING TO EACH OF ITS EXPRESSED TERMS AND
PROVISIONS, INCLUDING THOSE RELATING TO UNKNOWN ANNSUSPECTED CLAIMS, PROVIDED THAT THIS RELEASE
SHALL NOT BE APPLICABLE TO ANY CLAIMS ARISING OUT & THE EXPRESS COVENANTS, REPRESENTATIONS, OR
WARRANTIES SET FORTH IN THIS AGREEMENT, ANY SELLER ESTOPPEL CERTIFICATES OR IN ANY DOCUMENT OR
INSTRUMENT DELIVERED IN CONNECTION HEREWITH THAT SHLL EXPRESSLY SURVIVE THE CLOSING.

AS PART OF THE PROVISIONS OF THIS PARAGRAPH, BUT N@S A LIMITATION THEREON, PURCHASER HEREBY
AGREES THAT THE MATTERS RELEASED HEREIN ARE NOT LINIED TO MATTERS WHICH ARE KNOWN OR DISCLOSED,
AND PURCHASER HEREBY WAIVES ANY AND ALL RIGHTS ANDBENEFITS WHICH IT NOW HAS, OR IN THE FUTURE MAY
HAVE CONFERRED UPON IT, BY VIRTUE OF THE PROVISIONSF FEDERAL, STATE OR LOCAL LAW, RULES OR
REGULATIONS, INCLUDING WITHOUT LIMITATION SECTION 542 OF THE CIVIL CODE OF THE STATE OF CALIFORNIA,
WHICH PROVIDES AS FOLLOWS:

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICHHE CREDITOR DOES NOT KNOW OR SUSPECT TO EXI
IN HIS OR HER FAVOR AT THE TIME OF EXECUTING THE REEASE, WHICH IF KNOWN BY HIM OR HER MUST HAVE
MATERIALLY AFFECTED HIS OR HER SETTLEMENT WITH THEDEBTOR.
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IN THIS CONNECTION AND TO THE FULLEST EXTENT PERMITED BY LAW, PURCHASER HEREBY AGREES THAT
PURCHASER REALIZES AND ACKNOWLEDGES THAT FACTUAL MATERS NOW UNKNOWN TO PURCHASER MAY HAVE
GIVEN OR MAY HEREAFTER GIVE RISE TO CAUSES OF ACTN) CLAIMS, DEMANDS, DEBTS, CONTROVERSIES, DAMAGES,
COSTS, LOSSES AND EXPENSES WHICH ARE PRESENTLY UNBWN, UNANTICIPATED AND UNSUSPECTED, AND
PURCHASER FURTHER AGREES, REPRESENTS AND WARRANTISATT THE WAIVERS AND RELEASES HEREIN HAVE BEEN
NEGOTIATED AND AGREED UPON IN LIGHT OF THAT REALIZATON AND THAT PURCHASER NEVERTHELESS HEREB
INTENDS TO RELEASE, DISCHARGE AND ACQUIT SELLER ANBLL SELLER RELATED PARTIES FROM ANY SUCH
UNKNOWN CLAIMS WHICH MIGHT IN ANY WAY BE INCLUDED IN THE WAIVERS AND MATTERS RELEASED AS SET FORTH
IN THIS PARAGRAPH. THE PROVISIONS OF THIS PARAGRAPARE MATERIAL AND INCLUDED AS A MATERIAL PORTION
OF THE CONSIDERATION GIVEN TO SELLER BY PURCHASERIIEXCHANGE FOR SELLER’'S PERFORMANCE HEREUNDER.

THE RELEASE SET FORTH ABOVE SHALL NOT APPLY (I) TOHE EXTENT OF ANY FRAUD PERPETRATED BY
SELLER, (I) TO ANY OBLIGATION OF SELLER WHICH EXPESSLY SURVIVES THE CLOSING, (lll) TO ANY CLAIMS ARSING
FROM OR RELATED TO SELLER’S OBLIGATIONS UNDER THE@CUMENTS DELIVERED TO BUYER AT CLOSING OR UNDER
ANY SELLER’S ESTOPPEL CERTIFICATES OR (IV) ANY CLM BY PURCHASER’S AFFILIATE AGAINST SELLER RELATED ©
SELLER’'S COVENANTS AND OBLIGATIONS UNDER THE AFFIIATE LEASE ARISING FROM EVENTS OR CIRCUMSTANCES
OCCURRING PRIOR TO THE CLOSING (PROVIDED THAT IF RCHASER HAS KNOWLEDGE AS OF THE EFFECTIVE DATE OF
ANY CLAIMS RELATED TO THE AFFILIATE LEASE AND PURCHASER NONETHELESS CLOSES THE TRANSACTION
HEREUNDER AND PURCHASES THE PROPERTY, THEN PURCHASEHALL BE DEEMED TO HAVE WAIVED ALL OF SUCH
CLAIMS AND SELLER SHALL HAVE NO LIABILITY OR OBLIGATION RESPECTING SUCH CLAIMS).

PURCHASEFS INITIALS: SELLER'S INITIALS:
9.2 Survival. The provisions of this Sectionsall survive the Closing or the termination okthigreement.

10. Remedies For Default and Disposition of the d3p

10.1 SELLER DEFAULTS IF THE TRANSACTION HEREIN PROVIDED SHALL NOT BEIGOSED SOLELY BY REASON
OF SELLER’S DEFAULT UNDER THIS AGREEMENT, THEN PURASER SHALL HAVE, AS ITS SOLE AND EXCLUSIVE
REMEDIES (ALL OTHER RIGHTS AND/OR REMEDIES, WHETHERVAILABLE AT LAW OR IN EQUITY, BEING IRREVOCABLY
WAIVED), THE RIGHT TO EITHER (A) TERMINATE THIS AGEEEMENT (IN WHICH EVENT THE DEPOSIT SHALL BE
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RETURNED TO PURCHASER, SELLER SHALL PAY TO PURCHAREAN AMOUNT EQUAL TO PURCHASER’S REIMBURSABLE
DUE DILIGENCE EXPENSES (AS HEREINAFTER DEFINED) ANNEITHER PARTY HERETO SHALL HAVE ANY FURTHER
OBLIGATION OR LIABILITY TO THE OTHER EXCEPT FOR THESURVIVING OBLIGATIONS, PURCHASER HEREBY WAIVING
ANY RIGHT OR CLAIM TO DAMAGES FOR SELLER’S BREACH)OR (B) SPECIFICALLY ENFORCE SELLER’S CLOSING
OBLIGATIONS; PROVIDED THAT ANY ACTION BY PURCHASER-OR SPECIFIC PERFORMANCE MUST BE FILED, IF AT ALL,
WITHIN FORTY-FIVE (45) DAYS OF SELLER’S DEFAULT, A® THE FAILURE TO FILE WITHIN SUCH PERIOD SHALL
CONSTITUTE A WAIVER BY PURCHASER OF SUCH RIGHT ANBEMEDY. IF PURCHASER SHALL NOT HAVE FILED AN
ACTION FOR SPECIFIC PERFORMANCE WITHIN THE AFOREMHENONED TIME PERIOD OR SO NOTIFIED SELLER OF ITS
ELECTION TO TERMINATE THIS AGREEMENT, PURCHASER'SCR.E REMEDY SHALL BE TO TERMINATE THIS AGREEMENT
IN ACCORDANCE WITH CLAUSE (A) ABOVE. AS USED HEREIN' PURCHASER’S REIMBURSABLE DUE DILIGENCE
EXPENSES” SHALL MEAN AND REFER TO THIRD-PARTY OUT-OF-POCKEEXPENSES ACTUALLY INCURRED BY
PURCHASER IN CONNECTION WITH THE NEGOTIATION AND PEPARATION OF THIS AGREEMENT FOR THE POTENTIAL
ACQUISITION OF THE PROPERTY AS CURRENTLY CONSTRUCDEINCLUDING ATTORNEYS’ FEES, AND IN CONNECTION
WITH PURCHASER’S INVESTIGATIONS UNDER THIS AGREEMENPRIOR TO THE TERMINATION OF THIS AGREEMENT BY
PURCHASER; PROVIDED, HOWEVER, (I) IN NO EVENT SHALSELLER BE OBLIGATED UNDER THIS AGREEMENT TO
REIMBURSE PURCHASER FOR PURCHASERREIMBURSABLE DUE DILIGENCE EXPENSES (IN THE AGGREATE) IN EXCESS
OF TWO HUNDRED THOUSAND DOLLARS ($200,000) AND (IBELLER’S OBLIGATION HEREUNDER TO REIMBURSE
PURCHASER FOR PURCHASER'’'S REIMBURSABLE DUE DILIGEREXPENSES SHALL RELATE ONLY TO PURCHASER'’S
REIMBURSABLE DUE DILIGENCE EXPENSES WITH RESPECT TWHICH PURCHASER DELIVERS TO SELLER A THIRPARTY
INVOICE (WITH REASONABLE SUPPORTING INFORMATION ANIDOCUMENTATION AND EVIDENCE OF PAYMENT) WITHIN
NINETY (90) DAYS AFTER THE DATE ON WHICH PURCHASERIVES SELLER WRITTEN NOTICE OF PURCHASFS
TERMINATION OF THIS AGREEMENT.

10.2 PURCHASER DEFAULTSIF THE TRANSACTION HEREIN PROVIDED SHALL NOT BEIGOSED SOLELY BY
REASON OF PURCHASER'S DEFAULT HEREUNDER, THEN THISSREEMENT SHALL TERMINATE AND THE RETENTION OF
THE DEPOSIT SHALL BE SELLER’S SOLE AND EXCLUSIVE REEDY UNDER THIS AGREEMENT, SUBJECT TO THE
SURVIVING OBLIGATIONS; PROVIDED, HOWEVER, EXCEPT AEXPRESSLY PROVIDED IN THIS AGREEMENT, NOTHING
SHALL BE CONSTRUED TO LIMIT SELLER’S RIGHTS OR DAM&ES UNDER ANY INDEMNITIES GIVEN BY PURCHASER TO
SELLER UNDER THIS AGREEMENT. IN CONNECTION WITH THEOREGOING, THE PARTIES RECOGNIZE THAT SELLER WILL
INCUR EXPENSE IN CONNECTION WITH THE TRANSACTION CQOTEMPLATED BY THIS AGREEMENT AND THAT THE
PROPERTY WILL BE REMOVED FROM THE MARKET; FURTHERHAT IT IS EXTREMELY DIFFICULT AND IMPRACTICABLE
TO ASCERTAIN THE EXTENT OF DETRIMENT TO SELLER
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CAUSED BY THE BREACH BY PURCHASER UNDER THIS AGREBBNT AND THE FAILURE OF THE CONSUMMATION OF THE
TRANSACTION CONTEMPLATED BY THIS AGREEMENT OR THE WMOUNT OF COMPENSATION SELLER SHOULD RECEIVE
AS A RESULT OF PURCHASER’S BREACH OR DEFAULT.

IN PLACING THEIR INITIALS AT THE PLACES PROVIDED, BCH PARTY SPECIFICALLY CONFIRMS THE
ACCURACY OF THE STATEMENTS MADE ABOVE AND THE FACTHAT EACH PARTY WAS REPRESENTED BY COUNSEL
WHO EXPLAINED THE CONSEQUENCES OF THIS LIQUIDATEDAMAGES PROVISION AT THE TIME THIS AGREEMENT WAS
MADE. THE PAYMENT OF SUCH AMOUNT AS LIQUIDATED DAMAGES IS NOT INTENDED AS A FORFEITURE OR PENALTY
WITHIN THE MEANING OF CALIFORNIA CIVIL CODE SECTION 3275 OR 3369, BUT IS INTENDED TO CONSTITUTE
LIQUIDATED DAMAGES TO SELLER PURSUANT TO CALIFORNIACIVIL CODE SECTIONS 1671, 1676 AND 1677. UPON
DEFAULT BY PURCHASER, THIS AGREEMENT SHALL BE TERMIATED AND NEITHER PARTY SHALL HAVE ANY FURTHER
RIGHTS OR OBLIGATIONS HEREUNDER, EACH TO THE OTHEEXCEPT FOR THE RIGHT OF SELLER TO COLLECT SUCH
LIQUIDATED DAMAGES FROM PURCHASER.

PURCHASER'S INITIALS: SELLER’S INITIALS:

10.3 Disposition of Depositlf the transaction contemplated by this Agreenstat! close, then the Deposit shall be applied as
partial payment of the Purchase Price.

10.4_Cure PeriodNeither party shall be deemed to be in defaultenrthis Agreement unless the other party deliweisen notice
of such default to the defaulting party and thead&ing party fails to cure such default to the 1tl@faulting party’s reasonable satisfaction
within five (5) Business Days after receipt of suafitten notice. The parties obligations to delidecuments and funds to Escrowee in
accordance with this Agreement shall not be sultfettie preceding sentence and any failure of #nggs to timely deliver documents and
funds to Escrowee in accordance with this Agreerakall be an immediate default without the needhfiiice or the expiration of any cure
period.

11. Confidentiality.

11.1 PurchaserPurchaser agrees that until the Closing, exceptteerwise provided herein or required by law except in
connection with the exercise by Purchaser of amedy hereunder, Purchaser shall (a) keep confalehg& pendency of this transaction and
the documents and information (including the ProgpBiocuments) supplied by Seller to Purchaser,(Bihdisclose such information only to
Purchaser’s Representatives, Title Company pers@amaeGovernmental Authorities with a need to kriowonnection with Purchaser’s
review and consideration of the Property (includieyelopment and re-development thereof), provilatiPurchaser shall inform all persons
receiving such information from Purchaser of thefoentiality requirement and (to the extent witlarchaser’s control) cause such
confidence to be maintained. Disclosure of infoiioraby Purchaser shall not be prohibited if
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that disclosure is of information that is or becsraamatter of public record or public knowledgaassult of the Closing of this transaction or
from sources other than Purchaser or PurchasepseRentatives. Notwithstanding the foregoing todtvetrary, Seller acknowledges and
agrees that Purchaser may disclose in U.S. Sexsuatid Exchange CommissionSEC ") and other filings and Governmental Authorities,
financial statements and/or other communicatioeh $nformation regarding the transactions conteteglfereby and any such information
relating to the Property as may be necessary asalole under federal or state securities law, rateggulations (including SEC rules and
regulations, “generally accepted accounting prilesipor other accounting rules or procedures @dcordance with Purchaser’s prior custom,
practice or procedure). Seller acknowledges andesgthat Purchaser may be required to publiclyatisdhe possible transactions
contemplated hereby and to file this Agreement suramary thereof (any such filing, ai®EC Disclosure”) with the SEC and upon such
filing each of Purchaser and Seller shall be relikuf its respective confidentiality obligationsden this_Section 1fo the extent of the
information set forth in such filing. This Sectidf.1shall survive the termination of this Agreementt, &hall not survive the Closing.

11.2 Seller. Seller agrees that both prior to and after ttasi@h, except as otherwise provided herein or requyy law, and except
in connection with the exercise by Seller of anypeey hereunder, Seller shall (a) keep confidettiglpendency of this transaction with
Purchaser, the terms and conditions containedei\treement and the identity of Purchaser, andi@tjose such information only to Seller’s
agents, employees, contractors, consultants anaits, as well as tenants and occupants of theMPepkrty and title company personnel, with
a need to know such information in connection \eiffecting this transaction, provided that Sellealsimform all such persons receiving such
confidential information from Seller of the confit@lity requirement and (to the extent within $e8 control) cause such confidence to be
maintained. Disclosure of the pendency of thisgaation by Seller shall not be prohibited if thestctbsure is of information that is or becomes
a matter of public record or public knowledge aesult of the Closing of this transaction or froouces other than Seller or its agents,
employees, contractors, consultants or attorneyis. Section 11.8hall survive the termination of this Agreement #mal Closing.

11.3 RemediesIn addition to any other remedies available ®phrties, notwithstanding anything to the contsat/forth herein,
both parties shall have the right to seek equiteddlef, including, without limitation, injunctiveelief or specific performance in order to enfc
the provisions of this Section 1This_Section 11.8hall survive the termination of this Agreement #mel Closing.

12. Miscellaneous
12.1 Brokers

12.1.1 Indemnity Except as provided in Section 12.b&low, Seller represents and warrants to PurchasdrPurchaser
represents and warrants to Seller, that no brakénader has been engaged by it, respectivelypimection with the sale contemplated under
this Agreement. In the event of a claim for broket finder’s fee or commissions in connection wite sale contemplated by this Agreement,
then Seller shall indemnify, defend and hold hasmleurchaser from the same if it shall be based apy statement or agreement alleged to
have been made by Seller, and Purchaser shall mélerdefend and hold harmless Seller from the sdritehall be based upon any statement
or agreement alleged to have been made by Purchaser
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12.1.2 Known BrokersSeller has agreed to pay a brokerage commissi@oliiers International in an amount equal to One
Million Dollars ($1,000,000) and a brokerage consiua to Eastdill Secured Broker ”) in an amount equal to Seven Hundred Fifty
Thousand Dollars ($750,000) pursuant to a sepandtieen agreement between Seller and Broker. Sedtihl1.1hereof is not intended to apply
to leasing commissions incurred in accordance thihAgreement.

12.1.3 Survival This Section 12.&hall survive the Closing.

12.2 Limitation of Liability; Multiple Sellers

12.2.1 Ceiling; Cap Notwithstanding anything to the contrary contdiiethis Agreement or any documents executed in
connection herewith, if the Closing of the trangattontemplated hereunder shall have occurreth€ipggregate liability of Phase One Sellel
and Phase Two Seller, collectively, arising purst@mr in connection with the representations,revaties, indemnifications, covenants or o
obligations (whether express or implied) of Phase Seller and Phase Two Seller under this Agreeoresmty document or certificate
executed or delivered in connection herewith shatlexceed an amount equal to Two Million Dolle2,000,000) (the Liability Ceiling ™)
and (ii) in no event shall Phase One Seller or @fago Seller have any liability to Purchaser unksg until the aggregate liability of Phase
One Seller and Phase Two Seller arising pursuamt ito connection with the representations, waresnindemnifications, covenants or other
obligations (whether express or implied) of Phase Geller and Phase Two Seller under this Agreepreamty document or certificate
executed or delivered in connection herewith skwedeed Seventy-Five Thousand Dollars ($75,000) (thiability Floor ). If Phase One
Seller's and Phase Two SelleKcollective aggregate liability to Purchaser shatleed the Liability Floor, then Phase One Seltet Phase Tw
Seller shall, subject to Section 12.Bslow, be liable for the entire amount thereof mput not exceeding the Liability Ceiling.
Notwithstanding the foregoing, the Liability Cetjrmand the Liability Floor shall not apply to (i) If8&’'s obligations under Section 5,81 or
12.1above, (ii) Seller's obligations under Section Dhelow, (iii) Seller’'s breach of the Fundamental Reentations, (iv) Seller’s liability
under the Seller's Estoppel Certificates, or (W &@taim by Purchaser’s Affiliate against Sellerateld to Seller’s covenants and obligations
under the Affiliate Lease arising from events ecemstances occurring prior to the Closing to tkter not released pursuant to this
Agreement.

12.2.2 Multiple Sellers The obligations of Phase One Seller and PhaseSedler for the obligations and liabilities of Sl
under this Agreement, the documents to be deliveye8eller at Closing and the SeleEstoppel Certificates shall be joint and sevé&atvice
of a notice in accordance with Section 1BeBow shall be deemed service of notice on bothhafse One Seller and Phase Two Seller. The
consent or approval of any of Phase One Sellehas® Two Seller shall be deemed the consent ocoaglpof Seller. Any waiver or agreement
entered into in writing or agreed to in writing bigher of Phase One Seller or Phase Two Seller lsbddinding upon Seller.
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12.2.3 No Personal LiabilityUnder no circumstances shall any affiliate dfi@itparty or of any direct or indirect partner,
member, stockholder, trustee, beneficiary, offidéector, employee or agent of either party oamy of their respective affiliates have any
personal liability for the performance of such parbbligations under this Agreement or the docutsiém be delivered at Closing under this
Agreement.

12.2.4 Other Limitations The foregoing shall be in addition to, and ndlinmtation of, any further limitation of liabilitghat
might otherwise apply (whether by reason of Puretiasvaiver, relinquishment or release of any agatile rights or otherwise).

12.2.5 Selléis Surviving Obligations AgreemenNotwithstanding anything to the contrary contdiirethis Agreement,
Seller shall maintain adequate reserves to satsfjontingent liabilities under this AgreementPlirchaser obtains a judgment against Seller
and Seller does not have sufficient assets tofgatieh judgment, then, subject to the limitatiotiserwise set forth in this Agreement,
Purchaser shall be entitled to pursue Claims ag#inse parties who receive distributions of thecRase Price.

12.3 Exhibits; Entire Agreement; Modificatior\ll exhibits attached and referred to in this égment are hereby incorporated
herein as if fully set forth in (and shall be deéne be a part of) this Agreement. This Agreememt&ins the entire agreement between the
parties respecting the matters herein set forthsapérsedes any and all prior agreements betwegratiies hereto respecting such matters.
This Agreement may not be modified or amended exogritten agreement signed by both parties.

12.4 Time of the Essence; Business Daysne is of the essence with respect to this Agwest. However, whenever any action
must be taken (including the giving of notice a ttelivery of documents) under this Agreement dparcertain period of time (or by a
particular date) that ends (or occurs) on a Basiness Day, then such period (or date) shalkbended until the next succeeding Business
As used herein, the termBusiness Day’ shall be deemed to mean any day, other than addgtor Sunday, on which commercial banks ir
State of New York or in the State of California a required or authorized to be closed for bussne

12.5 Interpretation Section headings shall not be used in constriliisgAgreement. Each party acknowledges that sacty pnd
its counsel, after negotiation and consultatiowghaviewed and revised this Agreement. As suehtd@lms of this Agreement shall be fairly
construed and the usual rule of construction, totivat ambiguities in this Agreement should behe=d against the drafting party, shall not be
employed in the interpretation of this Agreemenéioy amendments, modifications or exhibits heretihereto. Whenever the words
“including”, “include” or “includes” are used in i1 Agreement, they shall be interpreted in a notitesive manner. Except as otherwise
indicated, all Exhibit and Section references is hgreement shall be deemed to refer to the Etshdnd Sections in this Agreement. Exce|
otherwise expressly indicated herein, wheneveeeplarty agrees to use its “commercially reasonaffitets” with respect to any action to be
taken, thing to be done or item to be deliveredigh party hereunder, such party shall not be atg@jto institute legal proceedings, deliver
notices of default or expend any monies other teasonable attorneyfees incurred in connection with taking suchaagtdoing such thing ¢

delivering such item.
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12.6_Governing Law This Agreement shall be construed and enforcedt@ordance with the laws of the State of Califarni

12.7 Successors and Assigrigurchaser may not assign or transfer its rightsbbgations under this Agreement prior to Closing
without the prior written consent of Seller, whiobnsent may be given or withheld in the sole arsbhibe discretion of Seller; provided that
the event of such an assignment or transfer, #mesteree shall assume in writing all of the trarsfe obligations hereunder (but Purchaser or
any subsequent transferor shall not be released didigations hereunder). Notwithstanding and witHoniting the foregoing, no consent
given by Seller to any transfer or assignment oERasser’s rights or obligations hereunder shallé&emed to constitute a consent to any other
transfer or assignment of Purchaser’s rights oigatibns hereunder and no transfer or assignmevibiation of the provisions hereof shall be
valid or enforceable. Subject to the foregoings thijreement and the terms and provisions heredifiahge to the benefit of and be binding
upon the successors and assigns of the partiesitNstanding the foregoing, Purchaser may assgyrights or obligations under this
Agreement to (a) any entity in which Purchaserffilides of Purchaser are members, partners ercgrals or any entity in which Purchaser
retains, directly or indirectly, a significant eaonic interest, or (b) any other person or entitgraped by Seller in its reasonable discretion
(each a ‘Permitted Assigne€’), provided, that (i) the Permitted Assignee shatbume in writing all of Purchaser’s obligatioesdunder
pursuant to an assignment and assumption agreémf@nin and content acceptable to Seller in the@se of Seller’s reasonable judgment,
(ii) Seller shall receive an original of such assigent and assumption agreement signed by Purchadehe Permitted Assignee, (iii) Purchi
shall remain liable jointly and severally with tRermitted Assignee for all obligations and indencaiions hereunder notwithstanding such
assignment, and (iv) such assignment shall notiredfoe consent of any third party or delay thestonmation of the transactions contempli
by this Agreement. Seller shall not have the rigbtyer, or authority to assign, pledge or mortgédige Agreement or any portion of this
Agreement, or to delegate any duties or obligatemising under this Agreement, voluntarily, invdarily, or by operation of law. Any
attempted transfers or assignments in violatiothefprovisions hereof shall be void and of no farceffect. Subject to the foregoing, this
Agreement and the terms and provisions hereof shak to the benefit of and be binding upon thecegsors and assigns of the parties.
Notwithstanding the foregoing, if Purchaser sotslgcior to Closing, Purchaser may designate omeare other entities in which Purchase
affiliates of Purchaser are members, partnersiocipals or any entity in which Purchaser retadfisgctly or indirectly, a significant economic
interest to take title to portions of the PropextyClosing, without assigning any of Purchasegéts or duties hereunder to such entities, in
which case, the documents described in Sectionartl%.3will be separately prepared, executed and deliveetdieen Seller and the
applicable designee of Purchaser at Closing.

12.8 Notices All notices, requests or other communicationsolvhmay be or are required to be given, servedmrtseeither party
hereto to the other shall be (a) delivered in pemdby facsimile transmission, with receipt théreanfirmed by printed facsimile
acknowledgment (with a confirmation copy delivenegherson or by overnight delivery contemporanepttsérewith), (b) by overnight
delivery with any reputable overnight courier seeyior (c) by deposit in any post office or maipdsitory regularly maintained by the United
States Postal Office and sent by registered oifiegrtnail, postage paid, return receipt
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requested, and shall be effective upon receipt {fveheefused or accepted) and, in each case, addres follows:

To Seller:

SR Corporate Center Phase One, LLC
SR Corporate Center Phase Two, LLC
c/o Seagate Properties, Inc.

980 Fifth Avenue

San Rafael, California 94901
Attention: Wick Polite

Facsimile: (415) 455-0300

With a Copy To:

SR Corporate Center Phase One, LLC

SR Corporate Center Phase Two, LLC

c/o J.P. Morgan Investment Management Inc.
2029 Century Park East, Suite 4150

Los Angeles, California 90067

Attention: Karen M. Wilbrecht

Facsimile: (310) 860-7047

With a Copy To:

SR Corporate Center Phase One, LLC

SR Corporate Center Phase Two, LLC

c/o J.P. Morgan Investment Management Inc.
P.O. Box 5005

New York, New York 10163-5005

With a Copy To:

Stroock & Stroock & Lavan LLP
2029 Century Park East, 16th Floor
Los Angeles, California 90067
Attention: Stuart A. Graiwer, Esq.
Facsimile: (310) 407-6483

To Purchaser:

c/o BioMarin Pharmaceutical Inc.
105 Digital Drive

Novato, CA 94949

Attention: General Counsel
Facsimile: (415) 506-6425
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With a copy to:

c/o BioMarin Pharmaceutical Inc.
105 Digital Drive

Novato, CA 94949

Attention: Controller

Facsimile: (415) 878-0273

And With a Copy To:

Paul Hastings LLP

55 Second Street

Twenty-Fourth Floor

San Francisco, CA 94105
Attention: Stephen Berkman, Esq.
Facsimile: (415) 856-7100

or to such other address or such other persoreaaditiressee party shall have last designated kigmriotice to the other party. Notices given
by facsimile transmission shall be deemed to biweleld as of the date and time when transmissidir@ceipt of such facsimile is confirmed
(provided, that a confirmation copy is deliveredrbputable overnight carrier the following Busin&ssy); and all other notices shall be
deemed to have been delivered on the date of dglorerefusal thereof.

12.9 Third Parties Nothing in this Agreement, whether expressednplied, is intended to confer any rights or remediader or
by reason of this Agreement upon any other pers@mtity (a “Person”) other than the parties hereto and their respepgvmitted successc
and assigns, nor is anything in this Agreementiaiéel to relieve or discharge the obligation orilighof any third Persons to any party to this
Agreement, nor shall any provision give any thiedtjigs any right of subrogation or action over gaiast any party to this Agreement. This
Agreement is not intended to and does not creatéhamd party beneficiary rights whatsoever.

12.10_Legal CostsExcept as expressly set forth herein, the palnigesto agree that they shall pay directly anyahlggal costs
which they have incurred on their own behalf in pneparation of this Agreement, all deeds and adlgeeements pertaining to this transaction
and that such legal costs shall not be part o€lbing costs. In addition, if either PurchaseBeller brings any suit or other proceeding with
respect to the subject matter or the enforcemetiti@fAgreement, then the prevailing party (as iheiteed by the court, agency, arbitrator or
other authority before which such suit or procegdincommenced), in addition to such other relgefrey be awarded, shall be entitled to
recover reasonable attorneys’ fees, expenses atsl @oinvestigation actually incurred. The foregpincludes reasonable attorneys’ fees,
expenses and costs of investigation (includingehoesurred in appellate proceedings), costs incurrestablishing the right to
indemnification, or in any action or participation or in connection with, any case or proceedindar Chapter 7, 11 or 13 of the Bankruptcy
Code (11 United States Code Sections 101 et g}y successor statutes.
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12.11 CounterpartsThis Agreement may be executed in one or morateoparts, each of which shall be deemed an otigiua
all of which shall constitute one and the same dwent. Executed copies hereof may be delivered ¢sirfale, PDF or email, and upon receipt,
shall be deemed originals and binding upon thagsahtereto. Without limiting or otherwise affectitige validity of executed copies hereof that
have been delivered by facsimile, PDF or email pwies shall use diligent efforts to deliver arajs as promptly as possible after execution.

12.12 Effectivenessin no event shall any draft of this Agreementateeany obligation or liability, it being understbthat this
Agreement shall be effective and binding only whesounterpart hereof has been executed and delibgreach party hereto. Seller or
Purchaser shall have the right to discontinue natimts and withdraw any draft of this Agreemenaiay time prior to the full execution and
delivery of this Agreement by all parties heretgc&pt as expressly provided in this Agreement, fraser assumes the risk of all costs and
expenses incurred by Purchaser in any negotiatiodse diligence investigations undertaken by Pasehwith respect to the Property.

12.13 No Implied WaiversNo failure or delay of either party in the exeecof any right or remedy given to such party hedeu ol
the waiver by any party of any condition hereurfdeiits benefit (unless the time specified in tAgreement for exercise of such right or
remedy has expired) shall constitute a waiver gfa@her or further right or remedy nor shall anygée or partial exercise of any right or
remedy preclude other or further exercise thereaiy other right or remedy. No waiver by eithertyp&f any breach hereunder or failure or
refusal by the other party to comply with its obligns shall be deemed a waiver of any other osesguoent breach, failure or refusal to so
comply.

12.14 Discharge of Selfer Obligations Except as otherwise expressly provided in thise&gent, Purchaser’s acceptance of the
Deed shall be deemed a discharge of all of theatitins of Seller hereunder and all of Seller'sespntations, warranties, covenants and
agreements in this Agreement shall merge in thements and agreements executed at the Closinghafichet survive the Closing, except
and to the extent that, pursuant to the expressgions of this Agreement, any of such represemtati warranties, covenants or agreements a
to survive the Closing.

12.15 No RecordationNeither this Agreement nor any memorandum thesbafl be recorded and any attempted recordaticeof
shall be void and shall constitute a default hetleunprovided, that, Purchaser shall have the tghtcord dis pendensn connection with
filing an action for specific performance subjextind in accordance with the provisions hereof.

12.16 Unenforceability If all or any portion of any provision of this Agement shall be held to be invalid, illegal or nfioeceable
in any respect, then such invalidity, illegalityworenforceability shall not affect any other pramishereof, and such provision shall be limited
and construed as if such invalid, illegal or unecdéable provision or portion thereof were not cordd herein unless doing so would materi
and adversely affect a party or the benefits thah party is entitled to receive under this Agreete
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12.17 Waiver of Trial by JuryTO THE FULLEST EXTENT PERMITTED BY LAW, SELLER AND PURCHASER
HEREBY WAIVE TRIAL BY JURY IN ANY ACTION, PROCEEDIN G OR COUNTERCLAIM (WHETHER ARISING IN TORT
OR CONTRACT) BROUGHT BY EITHER AGAINST THE OTHER ON ANY MATTER ARISING OUT OF OR IN ANY WAY
CONNECTED WITH THIS AGREEMENT.

12.18 Obligation to Close on all of the ProperBurchaser’s obligation to purchase the Propertiyech of Phase One Seller’'s anc
Phase Two Selles’obligation to sell the portion of the Propertyn@d by each of them is not severable and Purchasgrpurchase, and Phi
One Seller and Phase Two Seller must sell, ah®fRroperty.

12.19 Subsequent Sale of the Property by Purchdfsérom and after the Effective Date and throwgtd including the date that is
twelve (12) months following the Closing Date, Fhaser sells, assigns, conveys or otherwise tranggall of the Property, (b) the portion of
the Property owned by Phase One Seller (includiegparking structure located on Lindaro Streetectively, the “Phase One Property),
or (c) the portion of the Property owned by Phase Beller (including the parking structure locatedLincoln Avenue, collectively, the “
Phase Two Property”) (in each case, except in connection with a Isacured, in whole or in part, by the Property) lémiively, a “
Subsequent Transfer”), to the extent that Purchaser receives, in cotioe with such Subsequent Transfer, Excess Coratida (as
hereinafter defined), Purchaser shall deliver tte§eat the closing of such Subsequent Transfewyibe transfer of immediately available
federal funds to an account designated by Selteanaount equal to fifty percent (50%) of the Exc€ssisideration. For purposes of this
Section 12.19“ Excess Consideratiorf means an amount equal to the difference betwagthé purchase price paid to Purchaser in
connection with such Subsequent Transfer (lessasding costs (i.e. costs typically incurred in geation with the sale of real property similar
to the Property, including taxes, title and escfeas) and commissions paid by Purchaser in cororeatith such Subsequent Transfer and
(b) the allocated portion of the Purchase Pricd paSeller (less all closing costs (i.e. costsdgtly incurred in connection with the sale of real
property similar to the Property, including taxétte and escrow fees) and commissions paid byeS#llconnection with the sale of the
Property, or portion thereof, contemplated herednd@irchaser shall deliver to Seller evidenceaerably satisfactory to Seller respecting the
amount of the Excess Consideration. For purposdsteimining the Excess Consideration payable lerSe connection with any Subsequent
Transfer of less than all of the Property (i.eyahle Phase One Property or only the Phase TwoeRgQp5.4% of the Purchase Price is
allocated to the Phase One Property and 54.6%ed?tinchase Price is allocated to the Phase TwaRyop

12.20_Designation of Reporting Persdn order to assure compliance with the requirasienSection 6045 of the Code and any
related reporting requirements of the Code, thégsahereto agree as follows:

(a) The Title Company (for purposes of this Sectibe “Reporting Person”), by its execution herdefieby assumes all
responsibilities for information reporting requiredder Section 6045(e) of the Code.
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(b) Seller and Purchaser each hereby agree:

(i) to provide to the Reporting Person all inforioatand certifications regarding such party, aseeably requested by the
Reporting Person or otherwise required to be pexvidy a party to the transaction described hemdeuSection 6045 of the Code;
and

(ii) to provide to the Reporting Person such partgxpayer identification number and a statememiriternal Revenue
Service Form W-9 or an acceptable substitute famon any other form the applicable current or fetGode sections and
regulations might require and/or any form requestethe Reporting Person), signed under penalfipegury, stating that the
taxpayer identification number supplied by suchyptr the Reporting Person is correct.

(c) Title Company agrees to retain this Agreemennbt less than four (4) years from the end ofcddendar year in which
Closing occurred, and to produce it to the InteReenue Service upon a valid request therefor.

(d) The addresses for Seller and Purchaser amt &arth in_Section 12.Bereof, and the real estate subject to the transfer
provided for in this Agreement is describedeixhibit A .

12.21 Tax Reduction Proceedings$ Seller has heretofore filed, or shall hereafile, applications for the reduction of the
assessed valuation of the Property and/or institaégtiorari proceedings to review such assesske@tians for any tax year prior to the tax y
in which the Closing herein occurs, then Sellelldtave sole control of such proceedings, includimg right to withdraw, compromise and/or
settle the same or cause the same to be broudbt tral and to take, conduct, withdraw and/ottlseippeals. After Closing, Purchaser shall
have sole control of any such proceedings whichtedb the tax year in which the Closing hereiruegcincluding the right to withdraw,
compromise and/or settle the same or cause the tealpeebrought on for trial and to take, condudthdraw and/or settle appeals. Any refund
or the savings or refund for any year or yearsrpgadhe tax year in which the Closing herein oscshrall belong solely to Seller (subject to any
requirement under the Leases to pay to the tetlagtsunder a share of any such refund or rebatiehv@eller shall promptly pay to Purchaser
for refunding to such tenants). Any tax savingsedund for the tax year in which the Closing occshiall be prorated between Seller and
Purchaser after deduction of attorneys’ fees ahdraxpenses related to the proceeding and any gayable to tenants under the Leases
(subject to any requirement under the Leases td@the tenants thereunder a share of any suchdefurebate, which Seller shall promptly
pay to Purchaser for refunding to such tenantsy. &iims payable to tenants under the Leases onrtagbsuch tax savings or refund shall be
promptly paid to such tenants following receipsath tax savings or refund. Purchaser shall exedutensents, receipts, instruments and
documents which may reasonably be requested in evoiatlly reasonable form in order to facilitatetlieg such proceeding and collecting the
amount of any refund or tax savings.

12.22 Press ReleaseAny press release or other public disclosurendigg this Agreement or the transaction contemglate
hereby (other than an SEC Disclosure, which camade without consent of the other party) shallb@made without prior written consent of
both Purchaser and Seller, not to be unreasonatih&ld, conditioned or delayed.
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12.23 California Required Natural Hazard Disclosuseller has commissioned First American Title lasge Company to prepare
the natural hazard disclosure statement in the ferquired by California Civil Code Section 1103g(ttDisclosure Report”). Purchaser
acknowledges that the Disclosure Report serveatishg statutory disclosure requirements of CalifarCivil Code Section 1103. Seller does

not warrant or represent either the accuracy omptetaness of the information set forth in the Disare Report, and Purchaser shall use sam
merely as a guideline in its overall investigatafrthe Property.

12.24 Survival The provisions of this Section $Ball survive the Closing or the termination oktAigreement.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF, the parties hereto have exettlis Agreement as of the date first above written

PHASE ONE SELLER

SR CORPORATE CENTER PHASE ONE, LLC,
a Delaware limited liability compar

By: Seagate SR Corporate Center, LLC,
a Delaware limited liability Company
Sole Membe

By: Seagate Second Street, LLC,
a California limited liability company
Managing Membe

By: Seagate Lindaro, LLC,
a California limited liability company
Managing Membe

By: The Polite Family Living Trust
(1997) U/T/A Dated 2/28/9

By: /s/ Willis K. Polite, Jr.

Name Willis K. Polite, Jr.
Title: Trustee

[Signatures continue next page]
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PHASE TWO SELLER

SR CORPORATE CENTER PHASE TWO, LLC,
a Delaware limited liability compar

By: Seagate SR Corporate Center, LLC,
a Delaware limited liability Company
Sole Membe

By: Seagate Second Street, LLC,
a California limited liability company
Managing Membe

By: Seagate Lindaro, LLC,
a California limited liability company
Managing Membe

By: The Polite Family Living Trust
(1997) U/T/A Dated 2/28/9

By: /s/ Willis K. Polite, Jr.

Name Willis K. Polite, Jr.
Title: Trustee

[Signatures continue next page]

S-2



PURCHASER:

CALIFORNIA CORPORATE CENTER
ACQUISITION LLC,

a Delaware limited liability compar

By: /s/ G. Eric Davis

Name: G. Eric Davis

Title: Manager

[End of signature pages]
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Subsidiaries of BioMarin Pharmaceutical Inc. as oDecember 31, 2013

Exhibit 21.1

Name Direct Parent(s) Ownership Jurisdiction of Incorporation
BioMarin GALNS Ltd. BioMarin Pharmaceutical In 100% Ireland

BMRN 701 Limited BioMarin Pharmaceutical In: 100% Ireland

BioMarin Brasil Farmaceutica Ltd BioMarin Pharmaceutical In: 100% Brazil

BioMarin Holdings (LUX) S.A.R.L. BioMarin GALNS Ltd. 100% Luxembourg

BioMarin Europe Ltd BioMarin Holdings (LUX) S.A.R.L 100% Ireland

BioMarin Manufacturing Ireland Ltc BioMarin GALNS Ltd. 100% Ireland

BioMarin Parp Limitec BioMarin Pharmaceutical In 100%

Ireland



Exhibit 23.1
Consent of Independent Registered Public Accountingirm

The Board of Directors
BioMarin Pharmaceutical Inc.:

We consent to the incorporation by reference irrdéiggstration statements on Form S-8 (Nos. 333-288833-168552, 333-136963, 333-
84787, 333-85368 and 333-181697) and the registratatements on Form S-3 (Nos. 333-191604 andl83366) of BioMarin
Pharmaceutical Inc. and subsidiaries of our reptatsd February 25, 2014, with respect to the dmfeded balance sheets of BioMarin
Pharmaceutical Inc. and subsidiaries as of DeceBibe2013 and 2012, and the related consolidasgdmaents of operations, comprehensive
loss, stockholders’ equity and cash flows for eaicthe years in the three-year period ended DeceBhe2013, and the effectiveness of
internal control over financial reporting as of Bawer 31, 2013, which reports appear in the DeceBihe2013 annual report on Form

10-K of BioMarin Pharmaceutical Inc. and subsidiari

San Francisco, California
February 26, 2014



Exhibit 31.1
CERTIFICATION

I, Jean-Jacques Bienaimé, certify that:
1. I have reviewed this Annual Report on Forn-K of BioMarin Pharmaceutical Inc

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or eéonditate a material fact necessar
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to
the period covered by this repc

3. Based on my knowledge, the financial statementsotimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, angdtfie periods presented in this
report;

4.  The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1E§d)) and internal control over financial repogtias defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) designed such disclosure controls and proceduresiused such disclosure controls and procedures ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isfg prepared

b) designed such internal control over financiglorting, or caused such internal control over fmahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodgiand the preparation of
financial statements for external purposes in atauce with generally accepted accounting princijy

C) evaluated the effectiveness of the registratisslosure controls and procedures and presenteikineport our conclusions
about the effectiveness of the disclosure conintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; an

d) disclosed in this report any change in the tegyig's internal control over financial reportirftat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5.  The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evaituat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

a) all significant deficiencies and material weadses in the design or operation of internal cordvel financial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaaizd report financial
information; anc

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifrole in the
registran’s internal control over financial reportir

Date: February 26, 201

/ s/ JEAN-JACQUES BIENAIME
Jear-Jacques Bienain
Chief Executive Office




Exhibit 31.2
CERTIFICATION

I, Daniel Spiegelman certify that:
1. I have reviewed this Annual Report on Forn-K of BioMarin Pharmaceutical Inc

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or eéonditate a material fact necessar
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to
the period covered by this repc

3. Based on my knowledge, the financial statementsotimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, angdtfie periods presented in this
report;

4.  The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1E§d)) and internal control over financial repogtias defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) designed such disclosure controls and proceduresiused such disclosure controls and procedures ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isfg prepared

b) designed such internal control over financiglorting, or caused such internal control over fmahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodgiand the preparation of
financial statements for external purposes in atauce with generally accepted accounting princijy

C) evaluated the effectiveness of the registratisslosure controls and procedures and presenteikineport our conclusions
about the effectiveness of the disclosure conintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; an

d) disclosed in this report any change in the tegyig's internal control over financial reportirftat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5.  The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evaituat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

a) all significant deficiencies and material weadses in the design or operation of internal cordvel financial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaaizd report financial
information; anc

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifrole in the
registran’s internal control over financial reportir

Date: February 26, 201

/ s/ DANIEL SPIEGELMAN
Daniel Spiegelma
Executive Vice President and Chief Financial Offi




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 on Form 10fkB@mMarin Pharmaceutical Inc. (the Company) foe frear ended December 31, 2013, a:
filed with the Securities and Exchange Commissiothe date hereof (the Report), we, Jean-JacquemBné, and Daniel Spiegelman, hereby
certify, pursuant to 18 U.S.C. 81350, as adoptedyant to 8906 of the Sarbanes-Oxley Act of 20i0&; t

(1) the Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgwAct of 1934; and

(2) the information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of the
Company.

/SI JEAN-JACQUES BIENAIME
Jear-Jacques Bienainmr

Chief Executive Office
February 26, 201

/S/ DANIEL SPIEGELMAN

Daniel Spiegelma

Executive Vice President and Chief Financial Offi
February 26, 201




Exhibit 99.1

BioMarin/Genzyme LLC
Index to Financial Statements (unaudited)

Page(s
Index to Financial Statemer
Balance Sheets as of December 31, 2013 and
Statements of Operations for the Years Ended Deeef3th 2013, 2012 and 20
Statements of Cash Flows for the Years Ended DeeeBih 2013, 2012 and 20
Statements of Changes in Ventu’ Capital for each of the Years Ended December 31322012 and 201
Notes to Financial Statemer 6-—
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BioMarin/Genzyme LLC
Balance Sheets (unaudited)
(Amounts in thousands)

December 31

2013 2012
ASSETS
Current assett
Cash and cash equivale $1,697 $3,34:
Due from Genzyme Corporatic 73 —
Total asset $1,77( $3,34:
LIABILITIES AND VENTURERS ' CAPITAL
Current liabilities:
Due to BioMarin Companie $ 13€ $ 60
Due to Genzyme Corporatic — 1,68
Total liabilities 13€ 1,743
Commitments and contingencies (Note — —
Venturer’ capital:
Venturer’ capita—BioMarin Companie: 817 1,041
Venturer’ capita—Genzyme Corporatio 817 55E
Total Venturer' capital 1,63¢ 1,59¢
Total liabilities and Venture’ capital $1,77(C $3,34:

The accompanying notes are an integral part ofeffasancial statements.
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Revenues
Net product sale

Operating costs and expens
Cost of products sol
Selling, general and administrati
Research and developm
Total operating costs and expen

Loss from operation
Interest incom

Net loss

Net income (loss) attributable to each Ventu
BioMarin Companie:

Genzyme Corporatio

BioMarin/Genzyme LLC
Statements of Operations (Unaudited)
(Amounts in thousands)

For the Years Ended December 3]

2013 2012 2011

$ — $ — $ —
2,221 2,53¢ 4,85¢
2,221 2,53¢ 4,85¢
(2,221) (2,534) (4,85)
3 4 5
$(2,21) $(2530  $(4,850
$(1,109  $(1,265  $(2,425
$(1,109  $(1,265  $(2,425

The accompanying notes are an integral part ofeffesancial statements.
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BioMarin/Genzyme LLC
Statements of Cash Flows (unaudited)
(Amounts in thousands)

Cash Flows from Operating Activities:
Net loss
Reconciliation of net loss to net cash providedqused in) operating activitie
Increase (decrease) in cash from working capitahghs
Due from (to) BioMarin Companie
Due from (to) Genzyme Corporatit
Accrued expense
Cash flows from operating activitir
Cash Flows from Financing Activities:
Capital contribution from BioMarin Compani
Capital contribution from Genzyme Corporat
Cash flows provided by financing activiti
Increase (decrease) in cash and cash equivi
Cash and cash equivalents at beginning of p¢
Cash and cash equivalents at end of pe

For the Years Ended December 3]

2013 2012 2011
$(2,219 $(2,530  $(4,850
76 (78) 9)
(1,760) 42€ (77)
— ) (40
(3,907) (2,189 (4,976)
88t 1,745 1,90:
1,371 1,25¢ 1,90:
2,25¢ 3,001 3,80¢
(1,646) 812 (1,179
3,34¢ 2,531 3,70:
$ 1697 $334° $ 2531

The accompanying notes are an integral part ofeffasancial statements.
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Balance at December 31, 2010

2011 capital contributior
2011 net los:

Balance at December 31, 20

2012 capital contributior
2012 net los:

Balance at December 31, 20

2013 capital contributior
2013 net los:

Balance at December 31, 20

BioMarin/Genzyme LLC
Statements of Changes in Venturers’ Capital (unaudéed)
(Amounts in thousands)

Venturers’ Capital

BioMarin

Companies

$ 1,08t
1,90¢

(2,42Y)
$  B56C

1,74:

(1,26%)
$ 1,041

88t

(1,109
$ 817

The accompanying notes are an integral part ofalfesancial statements.
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Genzyme
Corporation
$ 1,08t

1,90z
(2,42%)

$ 562
1,25¢
(1,265)

$ 55¢
1,371
(1,109

$ 817

Total
Venturers’

Capital
$ 2,17(
3,80¢

(4,850
$ 1,12t

3,001

(2,530
$ 1,59¢

2,25¢

(2,216
$ 1,63



BioMarin/Genzyme LLC
Notes to Financial Statements
(unaudited)

A. Nature of Business and Organizatior

BioMarin/Genzyme LLC, or the Joint Venture, ismilied liability company organized under the lawshe# State of Delaware. The Joint
Venture is owned:

. 50% by BioMarin Pharmaceutical Inc., whiche$arred to as BioMarin, and BioMarin Genetics, Jmcwholly-owned subsidiary of
BioMarin. BioMarin and its subsidiary are refertedas the BioMarin Companies; a

. 50% by Genzyme Corporation, which is referred tGagzyme

The BioMarin Companies and Genzyme are collectivelgrred to as the Venturers and individually &eaturer. The Joint Venture w
organized in September 1998 to develop and comalaeiAldurazyme® , a recombinant form of the human enzyme alphatireididaseusec
to treat a lysosomal storage disorder known as pualgsaccharidosis I, or MPS I. The Joint Venturexotenced operations as of September 4
1998.

The Joint Venture, BioMarin Companies and Genzyntered into a Collaboration Agreement dated asept@nber 4, 1998, which was
subsequently amended and restated on January & (#@0‘Amended and Restated Collaboration Agredinddnder the terms of the
Amended and Restated Collaboration Agreement, Geeand the BioMarin Companies granted to the Jé@mture a world-wide, exclusive,
irrevocable, royalty-free right and license or scdhse to develop, manufacture and market Aldurazignthe treatment of MPS | and other
alpha-L-iduronidase deficiencies. Genzyme will recsales of Aldurazyme and will pay BioMarin a édrpayment ranging from
approximately 39.5% to 50% of worldwide net prodsaies, which will also be recorded by BioMarirpasduct revenue. Certain research anc
development activities related to Aldurazyme andliactual property will be managed by the Joinhiee on an equal basis.

BioMarin and Genzyme are required to make monthfyital contributions to the Joint Venture to fundifeted operating costs, as
necessary. If either BioMarin or Genzyme fails take two or more of the monthly capital contribuspand the other party does not exercise
its right to terminate the Amended and Restateda@otation Agreement or compel performance of thling obligation, the defaulting
party’s (or, in the case of default by BioMarinetBioMarin Companies’) percentage interest in thiatenture and future funding
responsibility will be adjusted proportionately.

The Steering Committee of the Joint Venture seagethe governing body of the Joint Venture an@és$ponsible for determining the
overall strategy for the program, coordinating\atiés of the Venturers as well as performing othiech functions as appropriate. The Steering
Committee is comprised of an equal humber of repiedives of each Venturer.

On April 30, 2003, the United States Food and Dxdginistration, commonly referred to as the FDAamgped marketing approval for
Aldurazyme as an enzyme replacement therapy foengatwith the Hurler and Hurler-Scheie forms of MR and Scheie patients with
moderate to severe symptoms. Aldurazyme has beeegr orphan drug status in the United States,hwdenerally provides seven years of
market exclusivity. On June 10, 2003, the Eurogeéammission granted marketing approval for Alduragyimtreat the
non-neurologicaimanifestations of MPS | in patients with a confidrddagnosis of the disease. Aldurazyme has beettggtarphan drug stat
in the European Union, which generally providesytears of market exclusivity. In October 2006, Jép#lealth, Labor and Welfare Ministry
granted marketing approval for Aldurazyme, thet figecific treatment approved in Japan for patieiitts MPS |. Aldurazyme has been
granted orphan drug status in Japan, which gegeraivides ten years of market exclusivity. To datielurazyme has received marketing
approval in over sixty countries. Aldurazyme isdsdirectly to physicians, hospitals, treatment eeitpharmacies and government agencies
through a specialized sales force, as well as tiraistributors or wholesalers.
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B. Summary of Significant Accounting Policies
Basis of Presentation

The Joint Venture is considered a partnershipddefal and state income tax purposes. As suchs itéimcome, loss, deductions and
credits flow through to the Venturers. The Ventareave responsibility for the payment of any incames on their proportionate share of the
taxable income of the Joint Venture.

Accounting Method

The financial statements have been prepared uhdedcrual method of accounting in conformity vétttounting principles generally
accepted in the United States of America.

Fiscal Year End

The Venturers have determined that the fiscal gedrof the Joint Venture is December 31.

Use of Estimates

Under accounting principles generally acceptethénUnited States of America, the Joint Ventureuired to make certain estimates
and assumptions that affect reported amounts etadmbilities, revenues, expenses, and disafosficontingent assets and liabilities in its
financial statements. The Joint Venture's actusilits could differ from these estimates.

Cash and Cash Equivalents

Cash and cash equivalents, consisting principdlipaney market funds with initial maturities of @& months or less, are valued at cost
plus accrued interest, which the Joint Venturedwels approximates their fair market value. Moneyketsfunds are typically classified as
Level 1 investments as these products do not regugignificant degree of judgment. All of the ddfienture’s cash is held on deposit at one
financial institution.

Comprehensive Loss

The Joint Venture reports comprehensive incomedaom@ance with Financial Accounting Standards B@adounting Standards
Codification, or ASC, 220, “Comprehensive Incom@dmprehensive loss for the years ended Decemb@03B, 2012 and 2011 does not
differ from the reported net loss.

Transactions with Affiliates

The majority of the Joint Venture’s operating exgenconsist of project expenses incurred by thewers, either for internal operating
costs or for third-party obligations incurred by tienturers on behalf of the Joint Venture whiahthen charged to the Joint Venture. All
charges to the Joint Venture are subject to applyvthe Steering Committee. The determinatiorhefamount of internal operating costs
incurred by each Venturer on behalf of the Joimifdee requires significant judgment by each Ventuks a result, the financial statements fol
the Joint Venture may not be indicative of the lssihat would have occurred had the Joint Ventlntained all of its manufacturing,
commercialization and research and developmenicgsrirom third-party entities. The Joint Ventureed BioMarin Companies $0.1 million
at December 31, 2013 and $0.1 million at DecemtePB12 for project expenses incurred on behatfiefJoint Venture. The Joint Venture
owed Genzyme Corporation $0 million at December2B1,3 and $1.7 million at December 31, 2012.
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Translation of Foreign Currencies

In 2013, 2012 and 2011 all expenses incurred oalbehthe Joint Venture were in U.S. dollars amdforeign currency transaction gains
or losses were incurred.

Research and Development

Research and development costs are expensedpettiogl incurred. These costs are primarily comprisiedevelopment efforts
performed by the Venturers or payments to thirdipaimade by the Venturers, both on behalf of tietJ/enture, during the respective
periods.

Income Taxes

The Joint Venture is organized as a pass-throutity amd accordingly, the financial statements doinclude a provision for income
taxes. Taxes, if any, are the liability of the Bialh Companies and Genzyme, as Venturers.

B. Summary of Significant Accounting Policies (Contined)
C. Venturers’ Capital

Venturers’capital is comprised of capital contributions magiehe Venturers to fund expenses of the Joint Wenih accordance with t
Amended and Restated Collaboration Agreement, raswhie (losses) allocated to the Venturers, neasi dlistributions to the Venturers. All
funding is shared equally by the two Venturers.

In 2013, BioMarin Companies and Genzyme contrib&@® million and $1.4 million, respectively, tover operating expenses. In 2012,
BioMarin Companies contributed $1.7 million and @gme contributed $1.3 million to cover operatingenses. In 2011, each Venturer
contributed $1.9 million, respectively, to covee thperating expenses.

D. Commitments and Contingencie
Legal Proceedings

Under the Joint Venture's operation agreement,Jthiet Venture indemnifies its affiliates for acerformed under the agreement on
behalf of the Joint Venture, including amounts gaidaffiliates in connection with legal proceedingtated to the Joint Venture or its
operations.

There have been four lawsuits filed in Brazil altegthat an affiliate of a member of the Joint eet Rio Grande do Sul State, is
contractually obligated to provide drugs at no ¢osteveral patients. In two of the cases, theeSthRio Grande do Sul had already paid fol
supply of Aldurazyme at the time Genzyme joinedefendant. Therefore, there is no amount of rigkiepble here, given that the State of
Grande do Sul should, if applicable, pledge retstituin a new Action for Recovery. In the other teases, Genzyme continued supplying
Aldurazyme during the course of the actions. Thaeefthere is no amount of risk applicable hereegit

Management of the Joint Venture is not able to iptetde outcome of these cases or estimate witlaiogy the amount or range of any
possible loss the Joint Venture might incur if #ffliate does not prevail in the final, n@ppealable determination of any or all of thesetens
and the Joint Venture has to indemnify the afiifdr amounts paid related to settlement of arthe$e lawsuits

The Joint Venture periodically becomes subjecetgal proceedings and claims arising in connectiith 6 business. The Joint Venture
is not able to predict the outcome of any legatpealings, to which it may become subject in thenabicourse of business, or estimate the
amount or range of any reasonably possible loss



the Joint Venture might incur if it does not prévaithe final, non-appealable determinations affsmatters. Therefore, the Joint Venture has
no current accruals for these potential contingesicthe Joint Venture cannot provide you with aeste that legal proceedings will not have «
material adverse impact on its financial condittwnmesults of operations.
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