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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-Q

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

For the quarterly period ended June 30, 2014

Or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission File Number: 000-26727

BioMarin Pharmaceutical Inc.

(Exact name of registrant as specified in its chaefr)

Delaware 68-039782C
(State or other jurisdiction of (ILR.S. Employer
incorporation or organization) Identification No.)
770 Lindaro Street, San Rafael, Californie 94901
(Address of principal executive offices (Zip Code)

(415) 506-6700

(Registrant’s telephone number including area code)

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti® or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wegjuired to file such reports), and
(2) has been subject to such filing requirementsie past 90 days. Ye&l No O

Indicate by check mark whether the registrant lasmstted electronically and posted on its corpo¥ateb site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T (8 232.405 of tthapter) during the preceding 12
months (or for such shorter period that the regiigtwvas required to submit and post such filed)es No O

Indicate by check mark whether the registrantle&rge accelerated filer, an accelerated filer, &accelerated filer, or a smaller
reporting company. See the definitions of “largeederated filer,” “accelerated filer” and “small@porting company” in Rule 12b-2 of the
Exchange Act.

Large accelerated fils Accelerated filel O

Non-accelerated file [0 (Do not check if a smaller reporting compa Smaller reporting compar [



Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the BExgje Act.) YesO No
Applicable only to issuers involved in bankruptcy poceedings during the preceding five years:

Indicate by check mark whether the registrant Hed &ll documents and reports required to be fidlg&Gections 12, 13 or 15(d) of the
Securities Exchange Act of 1934 subsequent toigtgliition of securities under a plan confirmedabgourt. Yes[ No O

Applicable only to corporate issuers:

Indicate the number of shares outstanding of ehtfedssuer’s classes of common stock, as ofdtest practicable date: 147,116,873
shares of common stock, par value $0.001, outstgral of July 18, 2014.
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BIOMARIN PHARMACEUTICAL INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
June 30, 2014 and December 31, 2013
(In thousands of U.S. dollars, except per share amats)

ASSETS
Current asset:

Cash and cash equivalel
Shor-term investment
Accounts receivable, net (allowance for doubtfdamts: $568 and $529, respective
Inventory
Current deferred tax asst
Other current asse
Total current asse
Noncurrent asset
Investment in BioMarin/Genzyme LL
Long-term investment
Property, plant and equipment, |
Intangible assets, n
Goodwill
Long-term deferred tax asse
Other asset

Total asset

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:

Accounts payable and accrued liabilit
Total current liabilities
Noncurrent liabilities
Long-term convertible det
Long-term contingent acquisition consideration pay:
Other lon¢-term liabilities
Total liabilities
Stockholder' equity:
Common stock, $0.001 par value: 250,000,000 stearémrized at June 30, 2014 and December 31, 2@73067,950 an
143,463,668 shares issued and outstanding at 2034 and December 31, 2013, respecti\
Additional paic-in capital
Company common stock held by Nonqualified Defe@ednpensation Pla
Accumulated other comprehensive incc
Accumulated defici
Total stockholder equity
Total liabilities and stockholde’ equity

June 30, December 31
2014 20131
(unaudited’
$ 584,71 $ 568,78
251,90: 215,94,
122,28 117,82:
193,49t 162,60!
30,56: 30,56:
37,26¢ 41,70°
1,220,222 1,137,411
44C 81¢€
244,14¢ 267,70(
469,86: 319,31t
163,04! 163,14
54,25¢ 54,25¢
147,14: 145,23:
46,56 156,17:
$ 2,345,68! $ 2,244,06!
$ 166,72 $ 183,27:
166,72( 183,27:
650,87 655,56¢
40,46¢ 30,79(
25,65¢ 33,39:
883,71t 903,01¢
147 144
2,249,44! 2,059,10
(20,14¢) (7,42))
9,941 5,01¢
(787,419 (715,80))
1,461,96! 1,341,04
$ 2,345,68! $ 2,244,06!

(1) December 31, 2013 balances were derived frenatidited Consolidated Financial Statements induii¢he Company’s Annual Report on Form 10-K fug year ended

December 31, 2013, filed with the Securities andnaxnge Commission (the SEC) on February 26, 2

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

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
Three and Six Months Ended June 30, 2014 and 2013
(In thousands of U.S. dollars, except per share amats)

(Unaudited)
Three Months Ended June 30  Six Months Ended June 30
2014 2013 2014 2013
REVENUES:

Net product revenue $ 188,24 $ 132,400 $ 337,24t $ 259,74
Collaborative agreement revent 50¢€ 88¢ 921 1,02¢
Royalty, license and other revent 3,03 3,521 5,17( 3,97(
Total revenue 191,78 136,81( 343,33 264,73

OPERATING EXPENSES:
Cost of sales (excludes amortization of certairuaed intangible asset 31,21( 22,56 54,02¢ 43,06°
Research and developm 107,70: 85,66: 193,86¢ 169,40«
Selling, general and administrati 68,08¢ 50,65¢ 128,15¢ 101,70t
Intangible asset amortization and contingent camaiibn 3,66¢ (2,029 12,62¢ 3,53¢
Total operating expens 210,66¢ 156,86 388,67 317,71;
LOSS FROM OPERATIONS (18,887) (20,057) (45,339 (52,979
Equity in the loss of BioMarin/Genzyme LL (539) (169) (877) (564)
Interest incomi 1,73¢ 65C 2,85¢ 1,36¢
Interest expens (9,22)) (603) (18,32) (2,32¢)
Debt conversion expen (674) 0 (674 (10,42()
Other income (expens (147) (123) 6 10t
LOSS BEFORE INCOME TAXES (27,729 (20,29) (62,357) (64,817
Provision for (benefit from) income tax 5,77¢ 1,24: 9,26¢ (3,469)
NET LOSS $ (33,509 $ (21,53) $ (71,61) $ (61,34)
NET LOSS PER SHARE, BASIC $ (0.29) $ (0.1 $ (049 $ (0.4¢€)
NET LOSS PER SHARE, DILUTED $ (0.29) $ (0.1¢) $ (050 $ (0.4€)
Weighted average common shares outstanding, 146,12( 139,40( 145,06¢ 133,711
Weighted average common shares outstanding, di 146,35 139,59¢ 145,29 133,711
COMPREHENSIVE LOSS $ (30,836) $ (20,247) $ (66,699 $ (58,700

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

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
Six Months Ended June 30, 2014 and 2013
(In thousands of U.S. dollars)

(Unaudited)
2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $ (71,617 $ (61,34)
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic 25,701 24,21¢
Non-cash interest expen 13,46t 28¢
Accretion of discount on investmer 3,741 2,82¢
Equity in the loss of BioMarin/Genzyme LL 877 564
Stocl-based compensatic 34,78¢ 25,84¢
Gain on termination of lea: (9,26%) 0
Deferred income taxe (4,722) (9,722
Excess tax benefit from stock option exerc (331) (453)
Unrealized foreign exchange (gain) loss on forwamdtracts 2,60¢ (1,397
Non-cash changes in the fair value of contingent adgprisconsideration payab 9,371 984
Debt conversion expen 674 10,42(
Other norcash movemen 32t 93¢
Changes in operating assets and liabilit
Accounts receivable, n (4,460) (5,997)
Inventory (30,897 (13,607)
Other current asse 3,14( (6,35¢
Other asset (4,67%) (38t
Accounts payable and accrued liabilit (5,94¢) (7,69t
Other lon¢-term liabilities (1,187%) 2,015
Net cash used in operating activit (38,406 (38,84¢)
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property, plant and equipn (64,709 (22,239
Maturities and sales of investme 119,66t 155,09¢
Purchase of availat-for-sale investment (132,92() (118,18)
Business acquisitions, net of cash acqu 0 (9,875
Investment in BioMarin/Genzyme LL (500) (485)
Other (1,000 0
Net cash (used in) provided by investing activi (79,467) 4,32(
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from exercises of stock opti 28,10z 45,78.
Taxes paid related to net share settlement ofyequiairds (6,699 (5,98%)
Proceeds from public offering of common stock, 117,46: 0
Excess tax benefit from stock option exerc 331 45%
Payments for debt conversi (674) (20,42()
Payment of contingent acquisition consideratiorejés (4,697 0
Other (32 (389
Net cash provided by financing activiti 133,80! 29,44«
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT S 15,93¢ (5,087)
Cash and cash equivaler
Beginning of perioc $ 568,78: $ 180,52°
End of perioc $ 584,71 $ 175,44!
SUPPLEMENTAL CASH FLOW DISCLOSURES:
Cash paid for interest, net of interest capitalized fixed asset $ 4,85¢ $ 3,03t
Cash paid for income tax: 13,09 11,38¢
Stocl-based compensation capitalized into inven 3,90¢ 2,39(
Depreciation capitalized into inventc 5,34¢ 5,391
SUPPLEMENTAL CASH FLOW DISCLOSURES FROM INVESTING A ND FINANCING ACTIVITIES:
Decrease in accounts payable and accrued liabiligiated to fixed asse $ (5979 $ (7,129
Conversion of convertible de 16,48 238,30:
Deferred offering costs reclassified into additiopaic-in-capital as a result of conversion of convertiblbtt 12¢ 2,31¢
Release of escrow balance for purchase of San Radaporate Cente 116,50( 0

The accompanying notes are an integral part okt@emdensed Consolidated Financial Statements.
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BIOMARIN PHARMACEUTICAL INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(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
a significant unmet medical need, have well-undedtbiology and provide an opportunity to be fistmarket or offer a significant benefit
over existing products. The Company’s product pdidfis comprised of five approved products andtipld investigational product
candidates. The Compasyapproved products are VIMIZIM (elosulfase alpNgglazyme (galsulfase), Kuvan (sapropterin dihghhoride),
Aldurazyme (laronidase) and Firdapse (amifamprigihesphate).

Through June 30, 2014, the Company had accumuladsds of approximately $787.4 million. The Compearpects to continue to
finance future cash needs that exceed its operatitigties primarily through its current cash, lc@sgjuivalents, short-term and long-term
investments, and to the extent necessary, throtggepds from equity or debt financings, loans asithloorative agreements with corporate
partners. If the Company elects to increase itadipg on development programs significantly abaweent long-term plans or enters into
potential licenses and other acquisitions of comgletary technologies, products or companies, thegany may need additional capital.

The Company is subject to a number of risks, inidlgidthe financial performance of VIMIZIM, NaglazynKuvan, Aldurazyme and
Firdapse; the potential need for additional finagsi the Company’s ability to successfully commedize its approved product candidates, if
approved; the uncertainty of the Company’s reseanchdevelopment efforts resulting in future susftdscommercial products; the
Company'’s ability to successfully obtain regulatapproval for new products; significant competitioom larger organizations; reliance on
the proprietary technology of others; dependenckeyrpersonnel; uncertain patent protection; depeoe on corporate partners and
collaborators; and possible restrictions on reirabaorent from governmental agencies and healthcgemizations, as well as other change
the health care industry.

(2) BASIS OF PRESENTATION

The accompanying Condensed Consolidated Finan@Etdr8ents have been prepared pursuant to theamidegegulations of the SEC
for Quarterly Reports on Form 10-Q and do not idelall of the information and note disclosures nexfuby U.S. generally accepted
accounting principles (U.S. GAAP) for complete ficéal statements. The Condensed Consolidated RaleéBt@tements should therefore be
read in conjunction with the Consolidated Finan&tements and Notes thereto for the fiscal yede@& December 31, 2013 included in the
Company’s Annual Report on Form 10-K.

The accompanying Condensed Consolidated FinanzEgd8ents have been prepared in accordance withGASP, which requires
management to make estimates and assumptiondféngttamounts reported in the Condensed Consolidaiteancial Statements and
accompanying disclosures. Although these estinatebased on management’s best knowledge of cuavents and actions that the
Company may undertake in the future, actual resudtg be different from those estimates. The Conglé@onsolidated Financial Statements
reflect all adjustments of a normal, recurring natilnat are, in the opinion of management, necgdsag fair presentation of results for these
interim periods. The results of operations forttimee and six months ended June 30, 2014 are nessarily indicative of the results that n
be expected for the fiscal year ending Decembe314.

The Company has evaluated events and transactibssguent to the balance sheet date. Based cevtilisation, the Company is not
aware of any events or transactions that occumrbdexjuent to the balance sheet date but priokirig this Quarterly Report on Form 10-Q
that would require recognition or disclosure in @@ndensed Consolidated Financial Statements, efaeine transaction disclosed in Note
21.



Table of Contents

BIOMARIN PHARMACEUTICAL INC.

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

(3) SIGNIFICANT ACCOUNTING POLICIES

There have been no material changes to the Compaigyiificant accounting policies during the sixntis ended June 30, 2014, as
compared to the significant accounting policiegldised in Note 3 of the Consolidated Financial Steints in the Company’s Annual Report
on Form 10-K for the year ended December 31, 2013.

Reclassifications

Certain items in the Company’s prior year ConderGedsolidated Financial Statements have been sifitaisto conform to the current
presentation.

(4) RECENT ACCOUNTING PRONOUNCEMENTS

Except as described below, there have been no cesuating pronouncements or changes to accountimgppncements during the six
months ended June 30, 2014, as compared to thet B@ounting pronouncements described in the Cagip@nnual Report on Form 10-K
for the year-ended December 31, 2013, that argofificance or potential significance to the Comypan

In May 2014, the Financial Accounting Standardsr@q&ASB) issued Accounting Standards Update 208LAGBU 2014-09)Revenue
from Contracts with CustomelASU 2014-09 will supersede the revenue recognitémuirements ifRevenue Recognition (Topic 6G6)d
requires entities to recognize revenue in a waydbpicts the transfer of promised goods or sesviceeustomers in an amount that reflects
the consideration to which the entity expects teibitled to in exchange for those goods or sesvié&SU 2014-09 is effective for annual
reporting periods beginning after December 15, 20iduding interim periods within that reportingnod, which for the Company is
January 1, 2017. Early adoption is not permittdte Tompany is currently evaluating the potentiglant the adoption of ASU 2014-09 will
have on its consolidated financial statements.

(5) ACQUISITION OF SAN RAFAEL CORPORATE CENTER

On March 10, 2014, the Company completed the aitipmiof the real estate commonly known as the Bafael Corporate Center
(SRCCQC), located in San Rafael, California. SRCE& isulti-building, commercial property where, priorthe transaction, the Company was
leasing a certain portion of the space for its hieadters and related operating activities. The psepf this acquisition is to allow for future
expansion of the Company’s corporate headquadeasdommodate anticipated headcount growth. Theisiign of SRCC has been
accounted for as a business combination becaudriiloing and the in-place leases met the definitiba business in Accounting Standards
Codification 805 (ASC 805Business Combinationshe purchase price for SRCC was $116.5 million. fHirevalue of the consideration
paid was $116.5 million, all of which was paid esb, which was held in escrow as of December 313.20

The following table summarizes the estimated falugs of assets acquired as of the date of adquisit

Estimated

Fair Value Estimated Useful Lives
Building and improvement $ 94,41 50 years
Land 14,56¢
Land improvement 3,61¢ 10 years
Intangible asset 3,90¢ Remaining lease ter
Total identifiable net asse $ 116,50(
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BIOMARIN PHARMACEUTICAL INC.

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

The fair values assigned to tangible and identifiafitangible assets acquired are based on managsrestimates and assumptions
using the information that was available as ofdhte of the acquisition. The Company believesttiminformation provides a reasonable
basis for estimating the fair values of assets iaedu

The following table sets forth the fair value oéttomponents of the identifiable intangible asaetpiired by asset class as of the da
acquisition:

Above market lease $ 351
In-place lease 3,55¢
Total intangible assets subject to amortiza $3,90¢

The value of any in-place leases is estimated tedo@l to the property owne@voidance of costs necessary to release the pydper
lease term equal to the remaining primary in-plaese term and the value of investment-grade tenavtdch is derived by estimating, based
on a review of the market, the cost to be borna pyoperty owner to replicate a market lease ferémaining in-place term. These costs
consist of: (i) rent lost during downtime (e.g.sasied periods of vacancy), (ii) estimated expetiggsvould be incurred by the property
owner during periods of vacancy, (iii) rent condéess (e.g., free rent), (iv) leasing commissiond &r) tenant improvement allowances. The
Company determined these values using managenastitsates along with third-party appraisals. ThenBany will amortize the capitalized
value of in-place lease intangible assets to expemnsr the remaining initial term of each leasee Tompany will amortize the capitalized
value of above market leases to expense over thaimig lives of the underlying leases.

The amount of third-party tenant revenue (incluitethe line item Royalty, License and Other Reveiuecluded in the Company’s
Condensed Consolidated Statements of Comprehelnssgefor the three and six months ended June 301,2@as $1.4 million and $1.9
million, respectively. The amount of net incomedldom third-party tenants for the three and sinthe ended June 30, 2014, was
insignificant the to the Company’s Consolidated@&teents of Comprehensive Loss.

SRCC's results of operations prior to the acquisitivere insignificant to the Company’s Condenseddttidated Financial Statements.

Included in Selling, General and Administrative &% expenses are transaction costs incurred in ection with the acquisition of
SRCC of $0.3 million during the six months endede]80, 2014. In connection with the purchase of SRfie Company recognized a gain
of $8.8 million in the six months ended June 3@, £Que to the early termination of the Compangask and the realization of the remaining
balance in deferred rent and the reversal of tlae asset retirement obligation upon acquisitibthe SRCC. $2.7 million and $6.1 million
of the gain were included in SG&A and Research@edelopment (R&D) expenses, respectively. The atioa of the gain to SG&A and
R&D is consistent with the Company’s allocationgtiees for facility costs for this previously ledsgpace.

(6) STOCKHOLDERS’ EQUITY

In March 2014, the Company sold 1.5 million sharkess common stock at a price of $78.45 per sirasn underwritten public offerir
pursuant to an effective registration statementipuesly filed with the SEC. The Company receivet preceeds of approximately
$117.5 million from this public offering.
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BIOMARIN PHARMACEUTICAL INC.

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

(7) NET LOSS PER COMMON SHARE

Potentially issuable shares of common stock incBid@es issuable upon the exercise of outstandimipgee stock option awards,
common stock issuable under the Company’s AmendddRastated 2006 Employee Stock Purchase Plak8R®), unvested restricted
stock, common stock held by the Company’s NondjealiDeferred Compensation Plan and contingent msssaof common stock related to
convertible debt.

The following table sets forth the computation abiz and diluted earnings per common share:

Three Months Ended June 30  Six Months Ended June 30

2014 2013 2014 2013

Numerator:

Net loss, basi $ (33,509 $ (21,53) $ (71,61) $ (61,34)

Gain on Company common stock issued to the NorfeechDeferred Compensation Pl (507) (816) (746) 0

Net loss, dilute $ (34,009 $ (22,349 $ (72,369 $ (61,34)
Denominator (in thousands of common shar

Basic weighte-average shares outstand 146,12( 139,40( 145,06¢ 133,711

Effect of dilutive securities

Common stock issued to the Nonqualified Deferreth@ensation Pla 231 19€ 231 0

Fully diluted weighte-average share 146,35: 139,59¢ 145,29 133,711
Basic loss per common sh $ 029 $ 0.15) $ 049 $ (0.4¢)
Diluted loss per common she $ (0.29) $ (0.1¢) $ (0.50 $ (0.4¢€)

In addition to the equity instruments includedtie table above, the table below presents potesitales of common stock that were
excluded from the computation as they were antitidié using the treasury stock method (in thousarfid®mmon shares):

Three Months Ended June 30  Six Months Ended June 30

2014 2013 2014 2013

Options to purchase common stc 13,16! 13,94 13,16 13,94
Common stock issuable under the 2017 N 2,23¢ 5,39/ 2,23¢ 5,394
Common stock issuable under the 2018 Notes an20@ Notes 7,96¢€ 0 7,96¢€ 0
Unvested restricted stock units (RS! 914 1,13( 1,05¢ 1,09¢
Potentially issuable common stock for ESPP purcd 114 31< 12¢ 30¢€
Common stock held by the Nonqualified Deferred Cengation Plai 0 0 0 19¢€

Total number of potentially issuable sha 24,40 20,77 24,55t 20,92¢

The Company accounts for the effect of the 0.75ftosesubordinated convertible notes due in 2018 gB18 Notes) and the 1.50%
senior subordinated convertible notes due in 22 Z020 Notes and together with the 2018 NotesNittes) on diluted net loss per share
using the treasury stock method since they mayetiked in cash or shares at the Company’s optiena Aesult, the 2018 Notes and the 2020
Notes have no effect on diluted net loss per shatiethe Compan’s stock price exceeds the conversion price of #per share for the
Notes. In the period of conversion, the Notes hdlVe no impact on diluted net loss if the Notessatded in cash and will have an impaci
diluted loss per share if the Notes are settleshares upon conversion.

9



Table of Contents

BIOMARIN PHARMACEUTICAL INC.

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

(8) INVESTMENTS

All investments were classified as available-fdes# June 30, 2014 and December 31, 2013. Thetiaeubcost, gross unrealized
holding gains or losses, and fair value of the Canyfs available-foisale securities by major security type at Jun€28@4 and December 3
2013 are summarized in the tables below:

Gross Gross Aggregate
Amortized Unrealized Unrealized Fair Value at
Cost Holding Gains Holding Losses June 30, 2014
Certificates of depos $ 55,34¢ $ 1= 3 0 s 55,36+
Corporate debt securiti 380,18 55E (20¢) 380,63:
Commercial pape 44,98: 0 0 44,98
U.S. Government agency securit 14,90( 1 (11) 14,89(
Greek governme-issued bond 44 13¢ 0 182
Total $ 495,45¢ $ 71C $ (119) $ 496,04¢
Gross Gross Aggregate
Amortized Unrealized Unrealized Fair Value at
Cost Holding Gains Holding Losses December 31, 201
Certificates of depos $ 47,00¢ $ 2 3 0 $ 47,01(
Corporate debt securiti 341,51 31< (427) 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 $ 43z $ (42%) % 483,64.

The Company has an investment in marketable egaityrities which is measured using quoted pricés irespective active market t
is considered a strategic investment. As of Jun@@04, the fair value of the Company’s marketadgjeity securities of $16.9 million
included an unrealized gain of $14.0 million. AdDEcember 31, 2013, the fair value of the Compamasketable equity securities of $13.0
million includes an unrealized gain of $10.1 mitlidrhis investment is recorded in Other AssetdiinGompany’s Condensed Consolidated
Balance Sheets.

The fair values of available-for-sale securitiescbptractual maturity were as follows:

June 30, December 31

2014 2013
Maturing in one year or le: $ 251,90: $ 215,94
Maturing after one year through five ye 244,14¢ 267,70(
Total $  496,04¢ $ 483,64

Impairment assessments are made at the indiviaartity level each reporting period. When the vailue of an investment is less than
its cost at the balance sheet date, a determinatimade as to whether the impairment is other-tearporary and, if it is other-than-
temporary, an impairment loss is recognized iniegmequal to the difference between the investmamortized cost and fair value at such
date. As of June 30, 2014, some of the Company&siments were in an unrealized loss position. Hewdhe Company has the ability and
intent to hold all investments that have been ¢omtinuous loss position until maturity or recovethus no other-than-temporary impairment
is deemed to have occurred.

See Note 14 to these Condensed Consolidated Fat&tatements for additional discussion regardimgfair value of the Company’s
available-for-sale securities.
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(9) INTANGIBLE ASSETS
Intangible assets consisted of the following:

June 30, December 31
2014 2013

Intangible asset:
Finite-lived intangible asse’ $ 123,90: $ 118,24.
Indefinite-lived intangible asse: 74,43( 74,43(
Gross intangible asse 198,33« 192,67.
Less: Accumulated amortizatic (35,28¢) (29,52%)
Net carrying valut $ 163,04 $ 163,14

Indefinite-Lived Intangible Assets

Indefinite-lived intangible assets consist of ingess research and development (IPR&D) assetsdeiaboth early and late stage
product candidates purchased in the acquisitiomtusfey Pharmaceuticals Inc. (Huxley), LEAD Therafies, Inc. (LEAD), ZyStor
Therapeutics, Inc. (ZyStor) and Zacharon Pharméadst Inc. (Zacharon).

Intangible assets related to IPR&D assets are dereil to be indefinite-lived until the completionathandonment 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.

See Note 10 to the Consolidated Financial Statesvinatuded in the Company’s Annual Report on Fof¥Kifor the year ended
December 31, 2013, for additional information rethto the Company’s Intangible Assets.

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

June 30, December 31

2014 2013
Leasehold improvemen $  37,50( $ 73,97:
Building and improvement 313,84 159,12!
Manufacturing and laboratory equipmt 106,05¢ 95,12¢
Computer hardware and softw 82,23 74,94¢
Furniture and equipme 12,83¢ 12,36°
Land improvement 4,10t 0
Land 29,357 11,60¢
Constructio-in-progress 88,59: 77,21
674,53: 504,35!
Less: Accumulated depreciati (204,67() (185,045)
Total property, plant and equipment, $ 469,86: $  319,3u

During the three months ended June 30, 2014, tiep@oy purchased two buildings in Novato, Califonmizich were accounted for as
an asset purchase. The total purchase price fdruitgings was $20.0 million.
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Depreciation expense for the three and six montdee June 30, 2014 was $10.4 million and $20.0anilrespectively, of which $2.4
million and $5.3 million was capitalized into inery, respectively. Depreciation expense for threg¢hand six months ended June 30, 2013
was $9.4 million and $18.1 million, respectivelywhich $2.8 million and $5.4 million was capitait into inventory, respectively.

Capitalized interest related to the Company’s prigp@lant and equipment purchases for each ofttreee and six months ended
June 30, 2014 and 2013 was insignificant.

(11) SUPPLEMENTAL BALANCE SHEET INFORMATION

Inventory consisted of the following:

June 30, December 31

2014 2013
Raw material $ 19,407 $ 15,30¢
Work-in-process 123,43 88,41%
Finished good 50,65 58,87¢
Total inventory $ 193,49¢ $ 162,60

Other Assets consisted of the following:

June 30, December 31

2014 2013
Deposits $ 10,54¢ $ 7,19¢
Escrow balance for SRCC purch: 0 116,50(
Deferred offering cost 13,44+ 15,37«
Strategic investmer 16,86 13,00(
Other 5,70% 4,101
Total other asse’ $ 46,56: $ 156,17:

Accounts payable and accrued liabilities consisfetthe following:

June 30, December 31

2014 2013
Accounts payabl $ 21,718 $ 36,89
Accrued accounts payat 79,330 58,40¢
Accrued compensation exper 26,41° 33,49¢
Accrued vacation expen 12,55¢ 10,48
Current portion of contingent acquisition considierapayable 0 11,88:
Accrued rebates payak 11,98 10,42¢
Accrued royalties payab 6,41¢ 5,82¢
Value added taxes payal 2,73¢ 3,60¢
Other accrued operating expen 3,621 4,87¢
Current portion of nonqualified deferred compernsatiability 1,03: 1,36:
Other 90z 6,00¢
Total accounts payable and accrued liabili $  166,72( $ 183,27

12
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(12) CONVERTIBLE DEBT
The following table summarizes information regagdihe Company’s convertible debt:

June 30, December 31
2014 2013
Convertible Notes due 2020, net of unamortizedatist of $82,587 and $87,975,
respectively $ 292,41 $ 287,02
Convertible Notes due 2018, net of unamortizedatiat of $62,100 and $68,5C
respectively 312,90( 306,50(
Convertible Notes due 20: 45,55¢ 62,04,
Total lonc-term convertible debt, net of unamortized discc $ 650,87: $ 655,56t
Fair value of fixed rate convertible debt
Convertible Notes due in 20:® $  393,59¢ $ 400,87
Convertible Notes due in 20:%) 387,22: 397,69:
Convertible Notes due in 20:%) 141,91! 213,76!
Total $ 922,73 $ 1,012,33!

(1) The fair value of the Compa’s fixed rate convertible debt is based on open etdrides and is classified as Level 1 in theviaiue hierarchy

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

Three Months Ended June 30 Six Months Ended June 30,
2014 2013 2014 2013
Coupon interes $ 2,45¢ $ 531 $ 4,862 $ 2,03¢
Amortization of issuance cos 834 72 1,677 28¢
Accretion of debt discour 5,93: 0 11,78t¢ 0
Total interest expense on convertible ¢ $ 9,221 $ 60: $ 18,32 $ 2,32t

During the three months ended June 30, 2014, thep@ny entered into two separate agreements wigxiating holder of its senior
subordinated convertible notes due in 2017 (the 20dtes) pursuant to which such holder converte&iShnillion in aggregate principal
amount of the 2017 Notes into 809,351 shares o€ttrapany’s common stock. In addition to issuingréguisite number of shares of the
Company’s common stock, the Company also madengugash payments to the holder totaling $0.7 mmillioaggregate, of which $0.7
million was recognized in total as Debt Converdiipense on the Condensed Consolidated Statem@unoprehensive Loss for the three
and six months ended June 30, 2014.

See Note 5 to the Consolidated Financial Statemeclisded in the Company’s Annual Report on FornKlfar the year ended
December 31, 2013, for additional information retato the Company’s Convertible Debt.

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

The Company uses forward foreign currency exchaogéacts to hedge certain operational exposusestireg from potential changes
in foreign currency exchange rates. Such exposesest from portions of the Company’s forecastacereies and operating expenses being
denominated in currencies other than the U.S. dadlémarily the Euro, the British Pound and the8lian Real.

The Company designates certain of these forwamldgorcurrency exchange contracts as hedging instntsrand enters into some
forward foreign currency exchange contracts thatcansidered to be economic hedges that
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are not designated as hedging instruments. Whd#wsgnated or undesignated, these forward foraigrecy exchange contracts protect
against the reduction in value of forecasted fareigrrency cash flows resulting from Naglazyme paidevenues, Aldurazyme royalty
revenues, operating expenses and net asset dityigloisitions designated in currencies other ttrenU.S. dollar. The fair values of forward
foreign currency exchange contracts are estimati)current exchange rates and interest ratesaftednto consideration the current
creditworthiness of the counterparties or the Camgpas applicable. Details of the specific instratsaused by the Company to hedge its
exposure to foreign currency exchange rate fludnatare discussed below. See Note 14 to thesedbisad Consolidated Financial
Statements for additional discussion regardinddirevalue of forward foreign currency exchangetcacts.

At June 30, 2014, the Company had 92 forward foreigrrency exchange contracts outstanding to gelishof 124.6 million Euros
with expiration dates ranging from July 2014 throdtgbruary 2017. These hedges were entered imiaer to protect against the fluctuati
in revenue associated with Euro denominated Naglaznd Aldurazyme sales. The Company has formabjgdated these forward foreign
currency exchange contracts as cash flow hedgeexpatts them to be highly effective in offsettfhgrtuations in revenues denominated in
Euros related to changes in foreign currency exgbaates.

The Company also enters into forward foreign curyegxchange contracts that are not designateddggebkdor accounting purposes.
The changes in fair value of these forward foreigrrency exchange contracts are included as ap&&&A expense in the Company’'s
Condensed Consolidated Statements of Comprehelnssge At June 30, 2014, the Company had one oulistgriorward foreign currency
exchange contract to buy 44.6 million Euros, whies not designated as a hedge for accounting pesgosl matured on July 31, 2014.

The maximum length of time over which the Compankedging its exposure to the reduction in valuldcasted foreign currency
cash flows through forward foreign currency excheaogntracts is through February 2017. Over the tvgalive months, the Company expects
to reclassify $33 from accumulated other compreiweriacome to earnings as the forecasted reveansdctions occur.

The fair value carrying amounts of the Company’svégive instruments were as follows:

Asset Derivatives Liability Derivatives
June 30, 2014 June 30, 2014
Balance Sheet Locatio  Fair Value Balance Sheet Location Fair Value
Derivatives designated as hedging instrument:
Forward foreign currency exchange contr: Other current asse ~ $ 41¢ Accounts payable and accrued liabili  $ 43z
Forward foreign currency exchange contr: Other asse 692 Other lon¢-term liabilities 0
Total $  1,11C $ 432
Derivatives not designated as hedging instrument:
Forward foreign currency exchange contr: Other current asse ~ $ 0 Accounts payable and accrued liabili ~ $ 251
Total 0 251
Total value of derivative contrac $  1,11C $ 68:
Asset Derivatives Liability Derivatives
December 31, 2013 December 31, 2013
Balance Sheet Locatio  Fair Value Balance Sheet Location Fair Value
Derivatives designated as hedging instrument:
Forward foreign currency exchange contr: Other current asse ~ $ 0 Accounts payable and accrued liabili $ 2,18¢
Forward foreign currency exchange contr: Other asse 0 Other lon¢-term liabilities 0
Total $ 0 $  2,18¢
Derivatives not designated as hedging instrument:
Forward foreign currency exchange contr: Other current asse ~ $ 5¢ Accounts payable and accrued liabili ~ $ 0
Total 59 0
Total value of derivative contrac $ 5¢ $  2,18¢
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The effect of the Company’s derivative instrumemishe Condensed Consolidated Financial Statenfiemntise three and six months

ended June 30, 2014 and 2013 was as follows:

Forward Foreign Currency Exchange Contracts
Three Months Ended June 30, Six Months Ended June 30,

2014 2013 2014 2013
Derivatives Designated as Hedging Instruments
Net gain (loss) recognized in Other Comprehensicerhe (OCI1) $ 1,752 $ (42¢) % 3,14¢ $ 25C
Net gain (loss) reclassified from accumulated Qf® income® (454) 234 (1,02)) 554
Net gain (loss) recognized in incoi® (199) 99 (321 204
Derivatives Not Designated as Hedging Instruments
Net gain (loss) recognized in incor® $ 44(C $ (593 3 49¢ $  30¢

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

Effective portion classified as net product revel

Ineffective portion and amount excluded from effemtess testing classified as selling, generalaaimdinistrative expens
Classified as selling, general and administratikgease

At June 30, 2014 and December 31, 2013, accumuddient comprehensive income before taxes assoaiatedorward foreign

currency exchange contracts qualifying for hedgmanting treatment was a gain of $0.9 million addss of $2.4 million, respectively.

The Company is exposed to counterparty creditaiskll 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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(14) FAIR VALUE MEASUREMENTS

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

Fair Value Measurements at June 30, 201

Quoted Price ir

Active Markets Significant
Significant Other Unobservable
for Identical Observable Inputs
Assets Inputs
(Level 1) (Level 2) (Level 3) Total
Assets:
Cash and cash equivaler
Overnight deposit $ 446,73. $ 0 $ 0 $ 446,73.
Money market instrumen 0 137,98! 0 137,98!
Total cash and cash equivale $ 446,73. $ 137,98! $ 0 $ 584,71
Available-for-sale securities
Shor-term:
Certificates of depos $ 0 $ 32,47: $ 0 $ 3247
Corporate debt securiti 0 174,44¢ 0 174,44
Commercial pape 0 44,98 0 44,98
Long-term:
Certificates of depos 0 22,89: 0 22,89!
Corporate debt securiti 0 206,18: 0 206,18:
U.S. Government agency securit 0 14,89( 0 14,89(
Greek governme-issued bond 0 182 0 18z
Total availabl-for-sale securitie $ 0 $ 496,04¢ $ 0 $ 496,04¢
Other Current Asset:
Nonqualified Deferred Compensation Plan as $ 0 $ 26¢ $ 0 $ 26¢
Forward foreign currency exchange contract as® 0 41¢€ 0 41€
Restricted investmen() 0 2,351 0 2,351
Total other current asse $ 0 $ 3,03¢ $ 0 $  3,03¢
Other Assets
Nonqualified Deferred Compensation Plan as $ 0 $ 4,762 $ 0 $ 476
Forward foreign currency exchange contract as®® 0 692 0 69z
Strategic investmei(®) 16,867 0 0 16,867
Total other asse $ 16,86 $ 5,45¢ $ 0 $ 22,32
Total asset $ 463,59¢ $ 642,52t $ 0 $1,106,12!
Liabilities:
Current Liabilities:
Nonqualified Deferred Compensation Plan liabi $ 764 $ 26¢ $ 0 $ 1,03t
Forward foreign currency exchange contract liapi() 0 682 0 68<
Total current liabilities $ 764 $ 952 $ 0 $  1,71¢
Other lon¢-term liabilities:
Nonqualified Deferred Compensation Plan liabi $ 13,587 $ 4,762 $ 0 $ 18,34¢
Contingent acquisition consideration paye 0 0 40,46¢ 40,46¢
Asset retirement obligation (AR( 0 0 3,141 3,141
Total other lon-term liabilities $ 13,58 $ 4,762 $ 43,60" $  61,95¢
Total liabilities $ 14,35 $ 5,714 $ 43,60 $ 63,67:

16



Table of Contents

BIOMARIN PHARMACEUTICAL INC.

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

Fair Value Measurements at December 31, 2013

Quoted Price ir

Active Markets Significant Other Significant
Unobservable
For Identical Observable
Assets 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 $ 30,51t $ 0 $ 30,51
Corporate debt securiti 0 99,25: 0 99,25:
Commercial pape 0 86,17¢ 0 86,17¢
Long-term:
Certificates of depos 0 16,497 0 16,497
Corporate debt securiti 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 as( 0 59 0 59
Restricted investmen() 0 5,67( 0 5,67(
Total other current asse $ 0 $ 5,86t $ 0 $ 5,86¢
Other Assets
Nonqualified Deferred Compensation Plan as $ 0 $ 3,45¢ $ 0 $  3,45¢
Restricted investmen() 0 41z 0 41z
Strategic investmei(®) 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:
Nongqualified Deferred Compensation Plan liabi $ 1,22 $ 13€ $ 0 $ 1,36:
Forward foreign currency exchange contract liapi(1) 0 2,18¢ 0 2,18¢
Contingent acquisition consideration paye 0 0 11,88 11,88
Total current liabilities $ 1,22] $ 2,322 $ 11,88: $ 1543
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 4,122 4,12z
Total other lon-term liabilities $ 12,34t $ 3,45¢ $ 34,91: $ 50,71¢
Total liabilities $ 13,57: $ 5,781 $ 46,79 $ 66,14

(1) See Note 13 to these Condensed Consolidated Fai@tatements for further information regarding dleeivative instrument:

(2) The restricted investments at June 30, 2014 s¢cer€ompan’s irrevocable standby letter of credit obtainedannection with certain commercial agreements.
restricted investments at December 31, 2013 sdlsar€ompany’s irrevocable standby letter of crebithined in connection with the Company’s SRCCdemrsd certain
commercial agreement

(3) The Company has an investment in marketabléyesgcurities measured using quoted prices inctimeamarket that is considered a strategic investnSee Note 8 to
these Condensed Consolidated Financial Statenmméasidlitional discussion regarding the Comy's strategic investmer
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There were no transfers between levels duringithmenths ended June 30, 2014.

The Company’s Level 2 securities are valued ugiirgl{party pricing sources. The pricing servicefag industry standard valuation
models, including both income and market-basedagmtres, for which all significant inputs are obsbie, 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 projesthmsed on historical data and other observabigsnp

The Company validates the prices provided by itsl{party pricing services by understanding the etedised, obtaining market values
from other pricing sources, analyzing pricing dataertain instances and confirming those secugriti@ded in active markets. See Note 8 to
these Condensed Consolidated Financial Statemantisrther information regarding the Company’s finel instruments.

Liabilities measured at fair value using Level Buts were comprised of contingent acquisition adergition payable and asset
retirement 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 estimatedngrf when a milestone may be attained and assdisedunt periods and rates. Subsequent
changes in the fair value of the contingent actjaisiconsideration payable, resulting from managafseevision of key assumptions, will
recorded in Intangible Asset Amortization and Cogéint Consideration in the Company’s Condensed @iolased Statements of
Comprehensive Loss. The probability-based inconpeageh used by management to estimate the faieaflthe contingent acquisition
consideration is most sensitive to changes in stienated probabilities.

Contingent acquisition consideration payable atdbswer 31, 201 $ 42,67
Changes in the fair value of the contingent actjaisiconsideration payab 10,79¢
Milestone payments to former ZyStor shareholi (13,000

Contingent acquisition consideration payable ae 0y 201« $ 40,46¢

Under certain of the Company'’s lease agreemergCtmpany is contractually obligated to returnéebspace to its original condition
upon termination of the lease agreement. The Coynpanords 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 retiremdéigatbn liability to full value and depreciatesobecapitalized asset retirement obligation
asset, both over the term of the associated lggsement.

Asset retirement obligations at December 31, 2 $ 4,127
Accretion 60
Release of ARO accruals related to purchases wiqusly leased office spau (1,04)

Asset retirement obligations at June 30, 2 $ 3,141

The Company acquired intangible assets as a mrefsudirious business acquisitions. The estimatedvidie of these long-lived assets
was measured using Level 3 inputs as of the adiuigiate.
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(15) STOCK-BASED COMPENSATION

The Company’s stockased compensation plans include the Amended asidted 2006 Share Incentive Plan (the Share IneeRtan
and the ESPP and the 2012 Inducement Plan, whimheeiin May 2013. The Company’s stock-based corsgirn plans are administered
by the Compensation Committee of the Board of Dies; which selects persons to receive awards atetrdines the number of shares
subject to each award and the terms, conditionréonmeance measures and other provisions of thecvae Note 16 to the Consolidated
Financial Statements included in the Company’s AhiReport on Form 10-K for the year ended Decer3tie2013, for additional
information related to these stock-based compemsatans.

Determining the Fair Value of Stock Options and Stock Purchase Rights

The fair value of each option award is estimatedhendate of grant using the Black-Scholes valuatimdel and the assumptions noted
in the tables below. The expected life of optiibased on observed historical exercise pattemmigS of employees that have similar
historical exercise patterns were considered seggatfar valuation purposes, but none were ideadifihat had distinctly different exercise
patterns as of June 30, 2014. The expected vojatilistock options is based upon the weightedageof the historical volatility of the
Company’s common stock and the implied volatiliffraded options on the Company’s common stocKisoal periods in which there is
sufficient trading volume in options on the Compargommon stock. The risk-free interest rate iseldasn the implied yield on a U.S.
Treasury zero-coupon issue with a remaining teroaktp the expected term of the option. The divitlgield reflects that the Company has
not paid any cash dividends since inception and do¢ intend to pay any cash dividends in the feable future. The assumptions used to
estimate the per share fair value of stock optgmasted under the 2012 Inducement Plan and the 8886 Incentive Plan were as follows:

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013
Expected volatility 44- 45% 45% 44— 45% 44%
Dividend yield 0.0% 0.0% 0.0% 0.0%
Expected life 6.9 years 6.6 years 6.9 years 6.6 years
Risk-free interest rat 2.1-2.2% 1.3% 2.1-2.3% 1.3%

During the six months ended June 30, 2014, the @osngranted 1,122,476 options with a weighted ayefair value of $30.98 per
option.

The assumptions used to estimate the per sharealaie of stock purchase rights granted under SieFEEwere as follows:

Six Months Ended June 30,

2014 2013
Expected volatility 38% 37%
Dividend yield 0.0% 0.0%
Expected life 6-24 month  6-24 month
Risk-free interest rat 0.1-0.4% 0.1-0.2%
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Restricted Stock Unit Awards with Service-Based Vesting Conditions

RSUs are generally subject to forfeiture if empleyrterminates prior to the release of vestingitgins. The Company expenses the
cost of the RSUs, which is determined to be therfairket value of the shares of common stock uypithgrithe RSUs at the date of grant,
ratably over the period during which the vestingtrietions lapse. During the six months ended Bhe€014, the Company granted 727,552
RSUs with a weighted average fair market value6®.$6 per share.

Restricted Stock Unit Awards with Performance and Market-Based Vesting Conditions

Pursuant to the approval of the Board of Directtirs,Company granted RSU awards with performandenearket-based vesting
conditions during 2012 and 2011 to certain exeeutifficers. As of June 30, 2014, these awards geofor a base award of 860,000 RSUs
(the Base RSUs), with a weighteslerage grant date fair value of $34.66. The nurabBSUs that could potentially vest from the BRSUs
granted is contingent upon achievement of spepéiformance goals and will be multiplied by theal@&hareholder Return multiplier which
could range from 75% to 125% to determine the nurobearned RSUs.

Stock-based compensation expense for this awatdevilecognized over the remaining service periggifining in the period the
Company determines the strategic performance gagoals is probable of achievement. During thetfoquarter of 2013, management
concluded that regulatory approval of VIMIZIM wapable and the Company began recognizing compgensatpense related to the
performance based RSUs allocated to this perforsmgnal. The Company recognized compensation exm#re3 million and $0.9 million
for these awards during three and six months edded 30, 2014, respectively. For the three anthsinths ended June 30, 2013, the
Company did not recognize any expense relatedesethwards because the Company’s management hget etermined the goals were
probable of achievement.

Compensation expense included in the Company’s €w®tl Consolidated Statements of Comprehensiveftwoall stock-based
compensation arrangements was as follows:

Three Months Ended June 30 Six Months Ended June 30

2014 2013 2014 2013
Cost of sale: $ 1,64( $ 1,13C % 2,72¢ $ 2,17¢
Research and developme 6,89/ 6,381 14,00¢ 11,70¢
Selling, general and administrati 8,71¢ 6,41¢ 16,82( 11,61¢
Total stocl-based compensation expel $ 17,25( $ 13,92¢ $ 33,55t $ 25,49

Stock-based compensation of $3.9 million and $2lHom was capitalized into inventory, for the sixonths ended June 30, 2014 and
2013, respectively. Capitalized stock-based congiearsis recognized as cost of sales when theaatoduct is sold.
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(16) COMPREHENSIVE LOSS

The following table summarizes amounts reclassifietiof Accumulated Other Comprehensive Income/g).¢&0OCI) and their effect
on the Company’s Condensed Consolidated StateroE@smprehensive Loss for the three and six moatited June 30, 2014 and 2013.

Amount Reclassified
From AOCI (Gain) Loss

Three Months Ended June 30, Six Months Ended June 30, Condensed Consolidated Statement of
Details about AOCI Components 2014 2013 2014 2013 Comprehensive Loss Classification
(Gains) Losses on cash flow hedc
Forward foreign currency exchange contr $ 71C $ (35t $ 1,597 $ (827) Net product revenue
Forward foreign currency exchange contr 0 (23) 0 (40) Selling, general and administrati
Income tax effect of the above itel (25€) 134 (57€) 31 Provision for (benefit from) income tax
$ 454 $ (239) $ (1,02]) $ (559 Net loss

The following table summarizes changes in the acdated balances for each component of AOCI, inclgdiurrent period other
comprehensive income and reclassifications out@EA for the three and six months ended June 304 20d 2013.

Three Months Ended June 30, 2014

Tax
Before (Expense Net-of-Tax
Tax
Amount Benefit Amount
AOCI balance at March 31, 20. $11,30: $ (4,029 $  7.27¢
Foreign currency translation adjustm (38) 0 (38)
Unrealized gain (loss) on availa-for-sale securities
Unrealized holding gains (los 2,197 (79)) 1,40¢
Less: reclassification adjustment for gain (lossllized in net lost 0 0 0
Net unrealized holding gain (los 2,197 (79)) 1,40¢
Net unrealized holding gain (loss) on cash flowdesd
Unrealized holding gain (los 2,74( (98¢) 1,752
Less: reclassification adjustment for gain (lossllized in net lost (710) 25€ (454)
Net unrealized holding gain (los 2,03( (732) 1,29¢
Other comprehensive incor 4,18¢ (1,527%) 2,66¢€
AOCI balance at June 30, 20 $15,49: $ (5,550 $ 9,94
Six Months Ended June 30, 201
Tax
Before (Expense Net-of-Tax
Tax
Amount Benefit Amount
AOCI balance at December 31, 2( $ 7,751 $ (2,739 $ 5,01¢
Foreign currency translation adjustm (33) 0 (33)
Unrealized gain (loss) on availa-for-sale securities
Unrealized holding gains (los 4,441 (1,612 2,82¢
Less: reclassification adjustment for gain (lossllized in net los 0 0 0
Net unrealized holding gain (los 4,44 (1,6172) 2,82¢
Net unrealized holding gain (loss) on cash flowdesd
Unrealized holding gain (los 4,92 (1,779 3,14¢
Less: reclassification adjustment for gain (lossllized in net los (1,597) 57€ (1,02))
Net unrealized holding gain (los 3,32¢ (1,199 2,125
Other comprehensive incor 7,73¢ (2,81)) 4,92¢
AOCI balance at June 30, 20 $15,49: $ (5,550 $ 9,94
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Three Months Ended June 30, 2013

Tax
Before (Expense Net-of-Tax
Tax
Amount Benefit Amount
AOCI balance at March 31, 2013 $ 1,813 $ (662 $ 1,15t
Foreign currency translation adjustm 52 0 52
Unrealized gain (loss) on availa-for-sale securities
Unrealized holding gains (los 2,23¢ (805) 1,42¢
Less: reclassification adjustment for gain (losslized in net los 0 0 0
Net unrealized holding gain (los 2,23¢ (805) 1,42¢
Net unrealized holding gain (loss) on cash flowdesd
Unrealized holding gain (los (670 241 (429)
Less: reclassification adjustment for gain (lossllized in net los 36¢ (134 234
Net unrealized holding gain (los (302) 107 (195)
Other comprehensive incor 1,98¢ (69€) 1,28¢
AOCI balance at June 30 20 $ 3,807 $ (1,360 $ 244
Six Months Ended June 30, 2013
Tax
Before (Expense Net-of-Tax
Tax
Amount Benefit Amount
AOCI balance at December 31, 2012 $ (222 $ 2C $ (202)
Foreign currency translation adjustm 20C 0 20C
Unrealized gain (loss) on availa-for-sale securities
Unrealized holding gains (los 2,56¢ (925) 1,63¢
Less: reclassification adjustment for gain (losslized in net los 0 0 0
Net unrealized holding gain (los 2,56¢ (925) 1,63¢
Net unrealized holding gain (loss) on cash flowdesd
Unrealized holding gain (los 392 (142) 25(
Less: reclassification adjustment for gain (losslized in net los 867 (3139 554
Net unrealized holding gain (los 1,25¢ (455) 804
Other comprehensive incor 4,02¢ (1,380) 2,648
AOCI balance at June 30, 20 $ 3,80: $ (1,360 $ 244

(17) REVENUE AND CREDIT CONCENTRATIONS

Net Product Revenuedhe Company considers there to be revenue condgientrésks for regions where net product revenuseers
ten percent of consolidated net product revenue.cbimcentration of the Company’s net product regemithin the regions below may have a
material adverse effect on the Company’s revendeaesults of operations if sales in the respeategions experience difficulties.

The table below summarizes consolidated net pragweinue concentrations based on patient locatioWMIZIM, Naglazyme, Kuval
and Firdapse and the headquarters for Genzyme €diquo (Genzyme) for Aldurazyme. Although GenzyretissAldurazyme worldwide, tr
royalties earned by the Company on Genzyme’s nies$ sae included in the U.S. region, as the traimacare with Genzyme whose
headquarters are located in the U.S.

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013
Region:
United State: 47% 49% 47% 49%
Europe 17% 22% 18% 21%
Latin America 22% 12% 1% 14%
Rest of worlc 14% 17% 1€% 16%
Total net product revent 10(% 100% 10(% 100%
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The following table illustrates the percentagehaf Company’s consolidated net product revenuéated to the Companyfour larges
customers.

Three Months Ended June 30, Six Months Ended June 30,

2014 2013 2014 2013
Customer A 14% 15% 15% 15%
Customer E®) 13% 13% 13% 13%
Customer C 1% 9% 15% 11%
Customer C 10% 11% 11% 10%
Total 56% 48% 54% 49%

(1) Genzyme is the Company'’s sole customer for Addyme and is responsible for marketing and selldyirazyme to third-parties. Net product revenfiesn Genzyme are
comprised of royalties on worldwide net Aldurazysaées and incremental product transfer reve

The accounts receivable balances at June 30, 2@llBDecember 31, 2013 were comprised of amount$rdaecustomers for net
product sales of VIMIZIM, Naglazyme, Kuvan and Fip$e and Aldurazyme product transfer and royaitgmaes. On a consolidated basis,
the Company’s two largest customers accountedd®s 8nd 17% of the June 30, 2014 accounts receitadece, respectively, compared to
December 31, 2013 when the two largest customesuated for 45% and 15% of the accounts receiviadlience, respectively. As of
June 30, 2014 and December 31, 2013, accountyvaiteifor the Company’s largest customer balanclided $22.0 million and $26.3
million, respectively, of unbilled accounts recdilarelated to net incremental Aldurazyme prodrangfers to Genzyme. The Company does
not require collateral from its customers, but doedorm periodic credit evaluations of its custeshénancial condition and requires
immediate payment in certain circumstances.

The Company is subject to credit risk from accouatgivable related to product sales. The majofithe Company’s trade accounts
receivable arises from product sales in the U.8.the European Union (EU). The Company’s produletssto government-owned or
government-funded customers in certain Europeantdes, including Italy, Spain, Portugal, Greecd &Russia, are subject to payment terms
that are statutorily determined. Because thes@mests are government-owned or government-fundedCtimpany may be impacted by
declines in sovereign credit ratings or sovereigfadlts in these countries. A significant or furtbecline in sovereign credit ratings or a
default in these countries may decrease the ligetiithat the Company will collect accounts receleain may increase the discount rates and
the length of time until receivables are collect®tich could result in a negative impact to the @any’s operating results. For each of the
three and six months ended June 30, 2014, apprdybo of the Company’s net product revenues Virera these countries, respectively.
Additionally, approximately 8% of the Company’s stainding accounts receivable at June 30, 2014cdktatsuch countries.

As of June 30, 2014, the Company’s accounts rebkiva certain European countries, specifically égeg Italy, Portugal, Spain and
Russia, totaled approximately $9.8 million, of whi®0.3 million were greater than 180 days pastahee$0.5 million were greater than 365
days past due.

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 countrigs tinable to pay for the Company’s products. Chepany has not historically
experienced a significant level of uncollected regleles 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.
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(18) SEGMENT INFORMATION

The Company operates in one business segment, whiohrily focuses on the development and commkzei#on of innovative
biopharmaceuticals for serious diseases and mezhealitions. All products are included in one segtiecause the majority of our products
have similar economic and other characteristiaduding the nature of the products and productimetgsses, type of customers, distribution
methods and regulatory environment.

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013

Net product revenue by produ
VIMIZIM $ 14,27¢ $ 0 $ 15,150 $ 0
Naglazyme 98,32¢ 69,85¢ 178,44 139,25¢
Kuvan 46,90( 40,94: 92,13% 78,51¢
Aldurazyme 24,10% 17,57« 42,17 34,25¢
Firdapse 4,632 4,02¢ 9,341 7,718
Total net product revent $ 188,24« $  132,40( $ 337,24t $ 259,74«

(19) INCOME TAXES

The Company has historically computed interim ptax expense by applying its forecasted effedxerate to year-to-date earnings.
However, due to a significant amount of U.S. peremamifferences relative to the amount of U.S. dasted income/loss used in computing
the effective tax rate, the effective tax rateighly sensitive to minor fluctuations in forecastadome/loss. As such, the Company has
computed U.S. tax expense for the three and siximsa@nded June 30, 2014 and 2013 using an actaatg@late tax calculation. Foreign tax
expense was computed using a forecasted annueliedfeax rate.

(20) COMMITMENTS AND CONTINGENCIES

The Company is also subject to contingent paymterteding approximately $545.0 million as of June 2014 which are due upon
achievement of certain regulatory and licensingestdnes if they occur before certain dates indh&é. Of this amount, $59.3 million relates
to programs that are no longer being developed.

In the normal course of business, the Company i various firm purchase commitments primardiated to research and
development and certain inventory related itemsofAtune 30, 2014, these commitments for the neatyfears were approximately $40.9
million. These amounts primarily relate to activeapmaceutical ingredients and represent minimurohage requirements and post marke
commitments related to the Company’s approved prisdu

(21) SUBSEQUENT EVENT

In July 2014, the Company sold the Rare Pediatise&se Priority Review Voucher (PRV) that it reeeiin February 2014 under a
FDA program intended to encourage the developmfeineatments for rare pediatric diseases. The Compas awarded the voucher whe
received approval of VIMIZIM for the treatment ofudopolysaccharidosis type IVA, also known as Moogisyndrome. The Company
received $67.5 million from Regeneron Ireland, ragtirect, wholly-owned subsidiary of Regeneron Plrarauticals, Inc., in exchange for the
PRV.
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Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations
Forward-Looking Statements

This Quarterly Report on Form 10-Q contains “ford#ooking statements” as defined under securities| Many of these statements
can be identified by the use of terminology suchbadieves,” “expects,” “anticipates,” “plans,” “rgd “will,” “projects,” “continues,”
“estimates,” “potential,” “opportunity” or the netij@e versions of these terms and other similar esgions. These forward-looking statements
may be found in ‘Overview,” of this Item 2 and other sections of this Qudyt®eport on Form 10-Q. Our actual results or eigree could
differ significantly from the forward-looking stateents. Factors that could cause or contributedsettilifferences include those discussed in
“Risk Factors,” in Part Il, Item 1A of this QuargReport on Form 10-Q as well as information pd®d elsewhere in this Quarterly Report
on Form 10-Q and our Annual Report on Form 10-Ktfieryear ended December 31, 2013. You shouldubrebnsider that information
before you make an investment decision.

You should not place undue reliance on these tgp&srward-looking statements, which speak onlpathe date that they were made.
These forward-looking statements are based ondlef®and assumptions of our management basedfamiation currently available to
management and should be considered in connecttbramy written or oral forward-looking statemettiat we may issue in the future as
well as other cautionary statements we have madenay make. We do not undertake any obligatiorelease publicly any revisions to thi
forward-looking statements after completion of fitiag of this Quarterly Report on Form 10-Q tolesft later events or circumstances or the
occurrence of unanticipated events.

The following discussion of our financial conditiand results of operations should be read in catijom with our Condensed
Consolidated Financial Statements and the relateédd\thereto included elsewhere in this Quartedgd®t on Form 10-Q.

Overview

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

Key components of our results of operations inclingefollowing (in millions):

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013
Total net product revenu $ 188.2 $ 132.¢ $ 337.: $ 259.7
Cost of sale 31.z 22.€ 54.( 43.1
Research and development expe 107.% 85.7 193.¢ 169.<
Selling, general and administrative expe 68.1 50.7 128.: 101.%
Intangible asset amortization and contingent camaiibn expens & (2.0 12.¢ SE
Net loss (33.5) (21.5) (71.¢) (61.9)
Stocl-based compensation expel 17.2 13.¢ 33.¢ 25t

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

Our product portfolio is comprised of five approyadducts and multiple investigational product agdatks. Our approved products are
VIMIZIM (elosulfase alpha), Naglazyme (galsulfaslvan (sapropterin dihydrochloride), Aldurazymar@nidase) and Firdapse
(amifampridine phosphate).
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VIMIZIM, a treatment for mucopolysaccharidosis TyiM&A or Morquio Syndrome Type A, a lysosomal stagatisorder, received
marketing approval in the U.S. in February 2014 iartthe European Union (the EU) in April 2014. Wiemediately began marketing
VIMIZIM in each of these markets using our existsajes force and commercial organization and caw@gleur first commercial sale in the
U.S. and the EU in February 2014 and April 2014peetively. VIMIZIM net product revenues for theegh and six months ended June 30,
2014 totaled $14.3 million and $15.2 million, restpeely.

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 andseghbently in other countries.
Naglazyme net product revenues for the three anthenths ended June 30, 2014 totaled $98.3 mifliwch $178.4 million, respectivel
compared to $69.9 million and $139.3 million foetthree and six months ended June 30, 2013, résggct

Kuvan was granted marketing approval for the treatnof phenylketonuria (PKU) in the U.S. in Decemd@07 and in the EU in
December 2008. Kuvan net product revenues fortiteetand six months ended June 30, 2014 totale® $4iBion and $92.1 million,
respectively, compared to $40.9 million and $78illion for the three and six months ended June2BA 3, respectively.

Aldurazyme, which was developed in collaboratiothvisenzyme Corporation (Genzyme), was approve®@82or marketing in the
U.S. and the EU and subsequently in other courfisigsatients with mucopolysaccharidosis | (MPSAlldurazyme net product revenues for
the three and six months ended June 30, 2014 ddt@lé.1 million and $42.2 million, respectively hepared to $17.5 million and $34.2
million for the three and six months ended June2BQ3, respectively.

In December 2009, the European Medicines AgencyAEdtanted marketing approval for Firdapse, a pegpry form of 3-4-
diaminopyridine (amifampridine phosphate), for treatment of Lambert-Eaton Myasthenic Syndrome (IS¥MVe launched this product on
a country-by-country basis in the EU beginning prin2010. Firdapse net product revenues for theettand six months ended June 30, 2014
totaled $4.6 million and $9.3 million, respectivetpmpared to $4.1 million and $7.7 million for teee and six months ended June 30,
2013, respectively.

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

. PEG PAL, an enzyme substitution therapy for thattmnent 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 treatmerdaafondroplasia, the leading cause of dwarfism;

. BMN 190 for the treatment of late infantile memal ceroid lipofuscinosis (CLN2), a lysomal s@ealisorder primarily affecting

the brain.

We are conducting or planning to conduct preclinieavelopment of several other product candidaszegénetic and other metabolic
diseases and recently announced the selectionoofiew drug development candidates, BMN 270 and B288L BMN 270 is a Factor VIl
gene therapy drug development candidate, an AAVWdttor, for the treatment of hemophilia A. BMN®Is 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 I1IB).

Cost of sales includes raw materials, personnefarility and other costs associated with manufaetuVIMIZIM, Naglazyme and
Aldurazyme at our production facility in Novato, I@arnia. Cost of sales also includes third-partgmafacturing costs for the production of
the active ingredient in Kuvan and Firdapse anditparty production costs related to final formulataomd packaging services for all prodt
and cost of royalties payable to third-partiesdibproducts.
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Research and development includes costs assouidtethe research and development of product caegdand post-marketing
research commitments related to our approved ptedilibese costs primarily include preclinical afidical studies, personnel and raw
materials costs associated with manufacturing prodandidates, quality control and assurance, relseand development facilities and
regulatory costs.

Selling, general and administrative expense primarcludes expenses associated with the commératain of approved products and
general and administrative costs to support ouraifpms. These expenses include: product marketinigsales operations personnel;
corporate facility operating expenses; informatiechnology expenses and depreciation; and cor@ssupport functions, including
human resources, finance and legal, and otherrefteorporate costs such as insurance, legal fekesther professional services.

Intangible asset amortization and contingent casiibn includes amortization expense related tdinite-lived intangible assets
associated with marketing rights in the EU for Rjpde, amortization of intangible assets relat8REC in-place and above market leases,
impairment losses (if any) on intangible assetsarahges in the fair value of contingent acquisitonsideration payable. Changes in fair
value can result from changes in estimated proibabidjustments, changes in estimated timing ofmwaenilestone may be achieved, char
in assumed discount periods and rates and pasbtgeo

Our cash, cash equivalents, short-term investrraamdtdong-term investments totaled $1,080.8 milksrof June 30, 2014, compared to
$1,052.4 million as of December 31, 2013. We hasthically financed our operations primarily thgiuour cash flows from operating
activities, the issuance of common stock and cdiblerdebt and by relying on equipment and othenwercial financing. We will be highly
dependent on our net product revenue to suppleocwerdurrent liquidity and fund our operations foe foreseeable future. We may in the
future elect to supplement this with further debéquity offerings or commercial borrowing. Furtheéepending on market conditions, our
financial position and performance and other fagtere may in the future choose to use a portiosuofcash or cash equivalents to repurcl
our convertible debt or other securities. Sei@aancial Position, Liquidity and Capital Resourgebelow for a further discussion of our
liquidity and capital resources.

Critical Accounting Policies and Estimates

In preparing our Condensed Consolidated Finand&ke8ients in accordance with accounting princigkserally accepted in the U.S.
and pursuant to the rules and regulations promedbly the SEC, we make assumptions, judgmentssiimdagtes that can have a significant
impact on our net income/(loss) and affect the mggbamounts of certain assets, liabilities, reeeand expenses, and related disclosures. We
base our assumptions, judgments and estimatestmribal experience and various other factorsweabelieve to be reasonable under the
circumstances. Actual results could differ matgrilom these estimates under different assumptiosreonditions. On a regular basis, we
evaluate our assumptions, judgments and estimateslso discuss our critical accounting policied astimates with the Audit Committee
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 Condensed
Consolidated Financial Statements, so we condigesetto be our critical accounting policies. Histalty, our assumptions, judgments and
estimates relative to our critical accounting pelchave not differed materially from actual result

There have been no significant changes to oucatiticcounting policies and estimates during sixtm®ended June 30, 2014, as
compared to the critical accounting policies artihestes disclosed in Management's Discussion and Analysis of Financiahdition and
Results of Operatior” included in our Annual Report on Form 10-K foethear ended December 31, 2013, which was filed thid SEC on
February 26, 2014.
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Recent Accounting Pronouncements

See Note 4 to our accompanying Condensed Consadiddahancial Statements for a full descriptioneafant accounting
pronouncements and our expectation of their impiaty, on our results of operations and financ@tdition.

Results of Operations
Net Loss

Our net loss for the three months ended June 30} @@s $33.5 million, compared to a net loss of B2illion for the three months
ended June 30, 2013. Our net loss for the six nsostided June 30, 2014 was $71.6 million, comparadet loss of $61.3 million for the ¢
months ended June 30, 2013. The decrease in sewvissprimarily a result of the following (in madhs):

Three Six
Months Months
Net loss for the period ended June 30, 2 $ (215 $ (61.9)
Increased gross profit from product se 47.2 66.5
Increased research and development exf. (22.0 (24.5)
Increased selling, general and administrative exg (17.9 (26.5)
Increased interest exper (8.€) (16.0)
Increased provision for income ta» (4.5 (12.%)
Increased intangible asset amortization and coatingonsideratio (5.7) (9.7)
(Increased) decreased debt conversion exf (0.7) 9.7
Other individually insignificant fluctuatior 0.3 2.2
Net loss for the period ended June 30, 2 $ (33.5) $ (71.¢)

The increase in gross profit from product salesngduthe three and six months ended June 30, 20&drapared to the three and six
months ended June 30, 2013 was primarily a re$titcocommercial launch of VIMIZIM, additional Kumgpatients initiating therapy in the
U.S., significant Naglazyme purchases from cemg@wernmental entities and additional Naglazymeepasi initiating therapy globally. The
increase in research and development expense waarily attributed to progress of our late-stageedlepment programs and increased
research on earlier stage development programsinthease in selling, general and administratiyeease was primarily due to increased
sales and marketing expenses related to our cormahproducts and increased expenses related tootihenercial launch of VIMIZIM.

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

Net Product Revenues, Cost of Sales and Gross Profit
Net product revenues by product were as followsrifions):

Three Months Ended June 30 Six Months Ended June 30

2014 2013 Change 2014 2013 Change

VIMIZIM $ 14: $ 0 $ 14 $152 $ 0 $ 157
Naglazyme 98.: 69.¢ 28.4 178.¢ 139.C 39.1
Kuvan 46.€ 40.€ 6.C 92.1 78.5 13.€
Aldurazyme 24.1 17.t 6.€ 42.2 34.2 8.C
Firdapse 4.€ 4.1 0.5 €. 7.7 1.€
Total net product revenu $ 188.. $ 132« $ 55.6 $337.. $259.7 $ 77.E
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Gross profit by product was as follows (in milligns

Three Months Ended June 30

Six Months Ended June 30

2014 2013 Change 2014 2013 Change
VIMIZIM $ 12¢  $ (O 12.¢ $ 137 $ 0 $ 13.7
Naglazyme 84.¢ 59.¢ 25.C 153.¢ 119.5 34.2
Kuvan 40.C 34.7 5.3 78.1 66.2 11.¢
Aldurazyme 15.¢ 12.C 3.8 30.€ 24.7 5.¢
Firdapse 3.5 B 0.2 7.C 6.1 0.€
Total gross profi $ 157.C $ 109.¢ $ 472 % 2832 $ 216.t $ 66.€

Net product revenues attributed to our collaboratiith Genzyme were as follows (in millions):

Three Months Ended June 30

Six Months Ended June 30

2014 2013 Change 2014 2013 Change
Aldurazyme revenue reported by Genzy $ 621 $ 53.¢ $ 87 § 1182 $ 1021 $ 16.1
Three Months Ended June 30 Six Months Ended June 30
2014 2013 Change 2014 2013 Change
Royalties earned from Genzyr $ 24 $ 21 $ 32 § 460 $ 405 $ 5.¢
Incremental (previously recognized) Aldurazyme micidransfer revent (0.3) (3.7) 3.4 (4.2) (6.9) 2.2
Total Aldurazyme net product revent $ 241 $ 175 $ 6.6 $ 422 % 342 $ 8.C

Net product revenues for Naglazyme for the threksix months ended June 30, 2014 totaled $98.8miiind $178.4 million,
respectively, of which $88.0 million and $158.7 liai, respectively, was earned from customers bas¢side the U.S., compared to $69.9
million and $139.9 million for the three and six milas ended June 30, 2013, respectively, of whi¢hZsaillion and $120.3 million,
respectively, was earned from customers baseddeutise U.S. The increase in Naglazyme net prodwetnues was attributed to new patie
initiating therapy and significant purchases froentain governmental entities. The impact of foreignmency exchange rates on Naglazyme
sales denominated in currencies other than theddlr was positive by $0.8 million and $1.0 nalli for the three and six months ended
June 30, 2014. Naglazyme gross margins for eatfiedhree and six months ended June 30, 2014 &aRIv2€re 86%. Naglazyme gross
margins for the three and six months ended Jun2@®B! were consistent with expectations and arexypécted to fluctuate significantly in
the future.

Net product revenue for Kuvan for the three anchsbnths ended June 30, 2014 totaled $46.9 milliimh%92.1 million, respectively,
compared to $40.9 million and $78.5 million for theee and six months ended June 30, 2013, regphctihe increase in Kuvan net prod
revenues was attributed to new patients initiatiregapy. Kuvan gross margins for each of the tareksix months ended June 30, 2014 were
85%, compared to 85% and 84% for the three antheixths ended June 30, 2013, respectively. Costadgsold for each of the three and
six months ended June 30, 2014 and 2013 reflealtiey paid to third-parties of approximately 1divan gross margins for the three and
six months ended June 30, 2014 were consistentexjibctations and are not expected to fluctuat@fgigntly in the future. The 4% royalti
earned from Merck Serono’s net sales of KuvanHerthree and six months ended June 30, 2014 weSe$lion and $1.2 million,
respectively, compared to $0.6 million and $1.0iomlfor the three and six months ended June 303 2@spectively.

Aldurazyme gross margins were 66% and 73% forhheetand six months ended June 30, 2014, respgctheepared to 69% and
72% for the three and six months ended June 3@B,26%pectively. Aldurazyme gross margins reflaetprofit earned on royalty revenue i
net incremental product transfer revenue. Alduraazgmss margins are expected to fluctuate depemdirige mix of royalty revenue, from
which we earn higher gross profit, and productdfanrevenue, from which we earn lower gross profit

Net product revenue for Firdapse for the threesaxdnonths ended June 30, 2014 totaled $4.6 midiwth $9.3 million, respectively,
compared to $4.1 million and $7.7 million for thede and six months ended June 30, 2013, resplgctiiglapse gross margins for the three
and six months ended June 30, 2014 were 76% andréspectively, compared to 80% and 79% for theettand six months ended June 30,
2013, respectively.
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Cost of goods sold for the each of the three axndsinths ended June 30, 2014 and 2013 reflecttiegadaid to third-parties of
approximately 8%. Firdapse gross margins for theetfand six months ended June 30, 2014 decreasdd thcreased manufacturing costs.
Firdapse gross margins for the three and six mastded June 30, 2014 were consistent with expentatind are not expected to fluctuate
significantly in the future.

The U.S. Food and Drug Administration (the FDA) &MA granted marketing approval for VIMIZIM in Felary 2014 and April
2014, respectively, and we began marketing theymtodhnmediately following approval in each of thesarkets. Net product revenues for
VIMIZIM for the three and six months ended June 3014 totaled $14.3 million and $15.2 million, respvely, of which $4.9 million and
$5.3 million, respectively, was earned from custoiEsed outside the U.S. VIMIZIM gross marginsen@®% for the three and six months
ended June 30, 2014. In future periods, we expBdtXIM gross margins to decline and approximate Magme gross margins as we dep
previously expensed product.

Total cost of sales for the three and six montltedrJune 30, 2014 were $31.2 million and $54.0anillrespectively, compared to
$22.6 million and $43.1 million for the three arnd months ended June 30, 2013, respectively. The@se in cost of sales was primarily
attributed to the increase in product sales.

Research and Development

We manage our research and development expensemyfying the research and development activiiesanticipate will be
performed during a given period and then priornitigefforts based on scientific data, probabilityso€cessful development, market potential,
available human and capital resources and othelasioonsiderations. We continually review our gipe and the development status of
product candidates and, as necessary, reallocaiarnees among the research and development portifiaif we believe will best support the
future growth of our business.

Research and development expense increased torgtdiion for the three months ended June 30, 2&b4n $85.7 million for the
three months ended June 30, 2013. Research ankbpleant expense increased to $193.9 million forsikenonths ended June 30, 2014,
from $169.4 million for the six months ended JuBe Z)13. The increase in research and developmeenhee was primarily a result of the
following (in millions):

Three Six
Months Months
Research and development expense for the periatiehohe 30, 201 $ 85.7 $ 169.4
Gain on early lease terminati (0. (6.€)
Increased BMN 673 development exper 6.2 6.5
Increased BMN 190 development exper 5.7 7.€
Increased development expenses on early developstag® program 5.2 8.€
Increased PEG PAL development exper 3.8 8.7
Increased sto-based compensation expenses related to researcieagidopmen 0.t 2.2
Increased BMN 111 development exper 0.2 1.3
Decreased VIMIZIM development expent 3.2 (7.9)
Decreased BMN 701 development exper (0.7) (2.7)
Decreased development expenses related to matmmaeeial product (1.5 (2.)
Increased nc-allocated research and development expenses amdnaethchange 5.7 8.1
Research and development expense for the perictiehohe 30, 201 $107.7 $193.¢

The increase in PEG PAL and BMN 673 developmenengp was attributed to increased clinical triavétets related to these product
candidates. The increase in development expensarbndevelopment stage programs was primarilybatied to the pre-clinical activity
related to BMN 270, BMN 250 and development coslated to the programs acquired from Zacharon Phegnticals, Inc. (Zacharon). The
increase in stock-based compensation is primattifipated to an increase in the number of optiomstanding due to an increased number of
employees and an increase in the weighted-aveeaagealue of the equity awards granted during 201 increases in BMN 190 and BMN
111 development expense were attributed to incdgaiseclinical activities related to these prodeandidates. The decrease in BMN 701 was
attributed to a decline in clinical manufacturirasts, offset by an increase in clinical trial exgen

30



Table of Contents

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

The increase in non-allocated research and developexpense is primarily attributed to an incréagesearch and development personnel
costs and facility costs that are not allocatesitecific programs. The gain on early lease terrignah the six months ended June 30, 2014,
was primarily due to the early termination of ogsde and the recognition of the remaining defexatiand asset retirement liabilities upon
acquisition of SRCC where our corporate headquaees located.

During the remainder of 2014, we expect our reseant development spending to increase over 2¥Eklelue to our PEG PAL,
BMN 673, BMN 701, BMN 111 and BMN 190 programs pmgsing, including a few of those programs progngst® more advanced phas
of clinical studies. Phase 3 clinical trials for®@PAL and BMN 673 were initiated in the second &ndth quarters of 2013, respectively,
we initiated a Phase 3 trial of BMN 701 in the setquarter of 2014. We also expect increased spgrati pre-clinical and clinical activities
for our early development stage programs inclu@MN 270, programs acquired from Zacharon and BMN. 2Zdditionally, we expect to
continue incurring significant research and develept expense for the foreseeable future due totermy clinical activities related to post-
approval regulatory commitments for our approvespcts. We continuously evaluate the recoverahilitgosts associated with pre-launch
manufacturing activities, and if it is determindat recoverability is highly likely and thereforgtdire revenues are expected, the costs
subsequently incurred related to pre-launch marnwifi,g) activities may be capitalized. When regutatapproval and the likelihood of future
revenues for a product candidate are less cettanmelated manufacturing costs are expensed earodsand development expenses.

Selling, General and Administrative

Selling, general and administrative expense ine@&s $68.1 million for the three months ended Bhe2014, from $50.7 million for
the three months ended June 30, 2013. Sellingrgleaed administrative expense increased to $128l@n for the six months ended
June 30, 2014, from $101.7 million for the six nfenénded June 30, 2013. The increase in sellimgrgkand administrative expenses was
primarily a result of the following (in millions):

Three Six
Months Months
Selling, general and administrative expense foptméod ended June 30, 2C $ 50.7 $101.7
Gain on early lease terminati 0 2.7)
Increased VIMIZIM commercial launch expen: 6.4 14.1
Increased sto-based compensatic 2.3 5.2
Increased sales and marketing expenses relatedttwexcommercial produc 1.8 0.€
Decreased foreign exchange losses on unhedgeddtems (0.4) (0.4)
Net increase in corporate support and other adtrétige expense 7.3 9.7
Selling, general and administrative expense foipréod ended June 30, 2C $ 68.1 $128.2

The increase in stock-based compensation is ditdbio an increase in the number of options outstgndue to an increased number of
employees, an increase in the weighted-averagedhie of the equity awards granted during 2013.cfginue to incur sales and marketing
expense for Naglazyme and Kuvan as a result ofraged expansion of our international and U.S. #@@tis, respectively. The gain on early
lease termination in the six months ended Jun@@D4, resulted from the early termination of owaske and the recognition of the remaining
deferred rent and asset retirement liabilities upoguisition of the SRCC where our corporate heardgts are located. We expect selling,
general and administrative expenses to increakdure periods as a result of the internationalaggion of Naglazyme, the U.S.
commercialization activities for Kuvan, commerdeinch activities for VIMIZIM and the administraésupport of our expanding operatic
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I ntangible Asset Amortization and Contingent Consideration

Intangible asset amortization and contingent cansitibn expense is comprised of changes in the/édire of contingent acquisition
consideration payable to former stockholders ofamguired businesses, impairment loss (if anyntengible assets and amortization of the
European marketing rights for Firdapse and intdegilssets related to SRCC in-place and above miadsds. Changes in the fair value of
contingent acquisition consideration payable refsaih updates to the estimated probability of aghieent or assumed timing of milestones
and adjustments to the discount periods and riiesgible asset amortization and contingent caratibn expense consisted of the
following (in millions):

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 Change 2014 2013 Change
Changes in the fair value of contingent acquisitionsideration payable $ 27 $ @7 $ 64 $ 10k $ 1.C $ 9.¢€
Impairment loss on intangible ass 0 0.c (0.9) 0 0. (0.9
Amortization of Firdapse European marketing ric 0.€ 0.8 0 1.€ 1.€ 0
Amortization of SRCC i-place and above market lea 0.z 0 0.2 0.z 0 0.z
Total intangible asset amortization and contingemtsideratior $ 37 $ (20 $ 57 $ 12¢ $ 35 $ a1

The changes in the fair value of the contingentiggitipn consideration payable were primarily &ititied 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 the three and six months ended Jun2@04, the majority of the changes related to
the development progress of BMN 701.

In the second quarter of 2013, we recorded an imnmzadit charge of $0.9 million related to in-processearch and development
(IPR&D) assets related to acquired pre-clinical poomds based on the status of current developnfifentseand the related discounted cash
flows that no longer supported the carrying-valtithe IPR&D assets.

Equity in the Loss of BioMarin/Genzyme LLC

Equity in the loss of BioMarin/Genzyme LLC (the L).@®cludes our 50% share of the joint venture'slfis the period. The 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 totaledSptillion and $0.9 million for the three and six ntios ended June 30, 2014, respecti
compared to $0.2 million and $0.6 million for thede and six months ended June 30, 2013, resplgctive

I nterest Income

We invest our cash, short-term and long-term inuests in government and other high credit quabityusities in order to limit default
and market risk. Interest income totaled $1.7 onlland $2.9 million for the three and six monthdeghJune 30, 2014, respectively, comp
to $0.7 million and $1.4 million for the three asid months ended June 30, 2013, respectively. itrease in interest income during the t
and six months ended June 30, 2014, as compathd three and six months ended June 30, 2013 waaniy due to higher cash and
investment balances. We expect future interestirecto increase due to the $696.4 million of netpeals from our October 2013 debt
offering and our March 2014 equity offering. Sedad\b to the Consolidated Financial Statements dedun our Annual Report on Form 10-
K for the year ended December 31, 2013, for aduiiinformation regarding our Convertible Debt.
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I nterest Expense and Debt Conversion Expense

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

Three Months Ended June 30 Six Months Ended June 30
2014 2013 Change 2014 2013 Change
Coupon interes $ 2t $ 05 $ 2C $ 4& $2C $ 2¢
Amortization of issuance cos 0.& 0.1 0.7 1.7 0.2 1.4
Accretion of discount on convertible no 5.¢ 0 5.¢ 11.¢ 0] 11.¢
Total interest expens $ 9.2 $ 0.€ $ 8€ $ 18: $ 2& $ 16.

The increased interest expense in the three andaiths ended June 30, 2014, compared to the @imesix months ended June 30,
2013 was attributed to our October 2013 debt ofterive expect future interest expense to increasdalthe October 2013 debt offering and
the accretion of the related debt discount. See Ndb the Consolidated Financial Statements irdud our Annual Report on Form 10-K
for the year ended December 31, 2013, for additiofi@rmation regarding our Convertible Debt.

During the three and six months ended June 30,,2@44ecognized Debt Conversion Expense of $0.lfomiin connection with the
early conversion of $16.5 million in aggregate pip@l amount of the 2017 Notes. During the six rherended June 30, 2013, we recognized
debt conversion expense of $10.4 million in conioecivith the early conversion in March 2013 of $ZU&illion in aggregate principal
amount of the 2017 Notes.

Provision for (Benefit from) Income Taxes

During the three months ended June 30, 2014 weyneed income tax expense of $5.8 million, compdoeahn income tax expense of
$1.2 million in the three months ended June 30320Wring the six months ended June 30, 2014 wegrdzed income tax expense of $9.3
million, compared to an income tax benefit of $&llion in the six months ended June 30, 2013. \&eehhistorically computed interim
period tax expense by applying our forecasted tiffetax rate to year-to-date earnings. Howevee, tua significant amount of U.S.
permanent differences relative to the amount of fhf&casted loss used in computing the effecaxerate, the effective tax rate is highly
sensitive to minor fluctuations in forecasted ineords such, we have computed U.S. tax expensédahtee and six months ended June 30,
2014 using an actual year-to-date tax calculafi@neign tax expense was computed using a forecastaghl effective tax rate. The income
tax expense and benefit calculated for the threesanmonths ended June 30, 2013 were also caéclileging an actual year-to-date tax
calculation.

The Provision for (Benefit from) Income Taxes fbethree and six months ended June 30, 2014 ar8lcEisted of state, federal and
foreign current tax expense, which were offset éfedred tax benefits from federal orphan drug d¢segnd California Research and
Development (R&D) credits. The Provision for (Bah&bm) Income Taxes for the three and six morghded June 30, 2013 were also of
by federal R&D credits. The provisions for the thand six months ended June 30, 2014 and 2013furéner reduced by the benefit related
to stock option exercises. Additionally, the AmaricTaxpayer Relief Act of 2012 (the Relief Act),sx@nacted on January 2, 2013. The R
Act reinstated the federal R&D credit retroactiviydanuary 1, 2012 through December 31, 2013cdordance with Financial Accounts
Standards Board Accounting Standards Codificatiopid 740,lncome Taxesye accounted for the effects of change in thedaxih the
period that included the enactment date of the gharesulting in the recognition of a deferredtiarefit of $1.9 million related to R&D
expenses incurred during 2012 as a discrete iteinglthe six months ended June 30, 2013, whicthéurincreased our income tax benefit
the 2013 current period provision. These discreteelits were offset by a $0.6 million and $1.6 ioillincrease in the valuation allowance as
of the six months ended June 30, 2014 and 2018ecésely related to California net operating Iast®at we believe are likely to expire
unutilized. See Note 20 to our Consolidated Firarétatements included in our Annual Report on FbaK for the year ended
December 31, 2013 for additional discussion ofdtw@aponents of our Provision for (Benefit from) Ino® Taxes.
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Financial Position, Liquidity and Capital Resources

We expect to fund our operations with our net pobdevenues from our commercial products, cash egsivalents, short-term and
longterm investments supplemented by proceeds frontyequidebt financings and loans or collaborativeeagients with corporate partne
each to the extent necessary. This expectatiomd ahinge depending on how much we elect to spemdiodevelopment programs, poten
licenses, and acquisitions of complementary teagies$, products and companies or if we elect tibesalf or a portion of our convertible di
in cash. We will be highly dependent on our netipicirevenue to supplement our current liquidity anddfonr operations for the foreseee
future. We may in the future elect to supplemeist with further debt or equity offerings or commatdorrowing, even after giving effect to
our October 2013 debt offering and our March 20qudity offering.

We consider the unrepatriated cumulative earnifigeiain of our foreign subsidiaries to be invdstalefinitely outside the U.S. As of
June 30, 2014, $102.5 million of our $1,080.8 millbalance of cash, cash equivalents and marketablgities was from foreign subsidiary
operations and is intended to fund future foreigarations. In managing our liquidity needs in th&.Uwe do not rely on the unrepatriated
earnings as a source of funds and we have notdedvor U.S. federal or state income taxes on thadéstributed foreign earnings.

We are mindful that conditions in the current macanomic environment could affect our ability tdni@ve our goals. Some of the
factors that could affect our business includaarieichanges to healthcare reform in the U.S., éragation 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 &ign currency exchange rates. We will continue tmitor these conditions and will adjust our
business processes, as appropriate, to mitigade tisks to our business.

Our financial condition as of June 30, 2014 andddgmer 31, 2013 was as follows (in millions):

June 30, December 31

2014 2013 Change
Cash and cash equivale $ 584.71 $ 568.t $ 15.¢
Shor-term investment 251.¢ 215.¢ 36.C
Long-term investment 244.% 267.5 (23.5)
Cash, cash equivalents and investm $ 1,080.¢ $ 1,052 $ 28.¢
Current assel $ 1,220: $ 1,137« $ 82.¢
Current liabilities 166.7 183.: (16.€)
Working capital $ 1,053f $ 954.1 $ 99.£
Convertible debt, net of discou $ 650.¢ $ 655.6 $ 4.7

Our cash flows for each of the six months ende@ B 2014 and 2013 are summarized as follows {{lions):

Six Months Ended June 30

2014 2013 Change
Cash and cash equivalents at the beginning oféhedg $ 568.¢ $ 180F $ 3881
Net cash used in operating activit (38.9) (38.9) 0.4
Net cash (used in) provided by investing activi (79.5 4.2 (83.9)
Net cash provided by financing activiti 133.¢ 29.4 104.¢
Cash and cash equivalents at the end of the p $ 584.% $ 175.¢ $  409.:
Shor-term and lon-term investment 496.] 343.( 153.]
Cash, cash equivalents and investm $ 1,080.¢ $ 518.¢ $ 562.
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Cash, Cash Equivalents and I nvestments

The increase in cash, cash equivalents and investraéJune 30, 2014 from December 31, 2013 wasapily attributed to the net
proceeds of $117.5 million from our March 2014 peibffering of common stock and employee stock eisess and ESPP contributions,
offset by increases in cash used in operatingifiesvand purchases of property, plant and equipmen

Working Capital

Working capital increased by $99.4 million, from5891 million at December 31, 2013 to $1,053.5 wrillat June 30, 2014. The
increase in working capital was attributed to thiéofving (in millions):

Working capital at December 31, 2C $ 954.1
Increased cash, cash equivalents and -term investment 51.¢
Decreased accounts payable and accrued liab 16.€
Net increase in other current operating as 30.¢

Working capital at June 30, 20 $1,053.!

The increase in cash, cash equivalents and shartiteestments was primarily attributed to the pretceeds of $117.5 from our March
2014 equity offering and proceeds of $28.1 millimm employee stock exercises and ESPP contribatibime net proceeds from the public
offering of our common stock and employee stock@&sges and ESPP contributions were partially ofise$38.4 million of cash used in
operating activities.

The net increase in other current operating assetsributed to a $30.9 million increase in invamt a $4.5 million increase in accounts
receivable, offset by a decrease of $4.4 milliontimer current assets. The increase in inventos/prianarily attributed to buildup of
Naglazyme and Aldurazyme inventories during theriguaThe increase in accounts receivable is atiithto timing of net product revent
and cash receipts from customers.

Our product sales to government-owned or governtiustited customers in certain countries, includingé$ta and the Southern
European countries of Greece, Spain, Italy andugalt are subject to payment terms that are impbgagbvernment authority. Because tr
customers are government-owned or government-fyndeanay be impacted by declines in sovereign tratihgs or sovereign defaults in
these countries. A significant or further declinesovereign credit ratings or default in the SottHeuropean countries or Russia, may
decrease the likelihood that we will collect acasueceivable or may increase the discount ratdghanlength of time until receivables are
collected, which could result in a negative impacbur operating results. Historically we have experienced a significant level of
uncollected receivables and have received contipagthents from our more aged accounts. We belleatethe allowances for doubtful
accounts for these countries are adequate basedr@malysis of the specific business circumstaacesexpectations of collection for eacl
the underlying accounts in these countries. Aiae30, 2014, approximately 8% of our outstandicmpants receivable relate to such
countries. See Note 17 to our accompanying Conde@seasolidated Financial Statements for additialiedussion. We also sell our products
in other countries that face economic crises andllourrency devaluation. Although we have histdhccollected receivables from custon
in those countries, sustained weakness or furtbieridration of the local economies and currenciag cause our customers in those
countries to be unable to pay for our products Withsame negative effect on our operations.
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Cash Used in Operating Activities

Cash used in operating activities for the six mergthded June 30, 2014 was $38.4 million, comparedsh used in operating activities
of $38.8 million for the six months ended JuneZW 3. The decrease in cash used in operating esivias primarily comprised of a $17.3
million increase in inventory, a $4.3 million inase of other assets and a $3.2 million decreasthér long-term liabilities, offset by a
decrease of $9.5 million in other current asse$,.& million decrease in accounts receivable adl. @ million decrease in accounts payable.

Cash (Used in) Provided by I nvesting Activities

Net cash used in investing activities during thensonths ended June 30, 2014 was $79.5 million esatpto net cash provided by
investing activities of $4.3 million during the sixonths ended June 30, 2013. Our investing a&#/hiave consisted primarily of purchases
and sales and maturities of investments and capifsnditures, such as manufacturing equipmentaaility improvements. The increase in
net cash used in investing activities for the sbniths ended June 30, 2014 was primarily compri$ed$d2.5 million increase in capital
expenditures and $50.2 million in net purchasaswdstments, offset by a decrease of $9.9 milliohusiness acquisitions. During the
remainder of 2014, we expect to make significapitehinvestments in our Shanbally, Ireland mantifeng facility to enable future
commercial manufacturing of our products at thdifg@and our corporate headquarters to accommaoalatieipated headcount growth.

Cash Provided by Financing Activities

Net cash provided by financing activities for tlirersonths ended June 30, 2014 was $133.8 milliompared to net cash provided by
financing activities of $29.4 million for the sixanths ended June 30, 2013. Historically, our fimagactivities primarily included payments
related to our contingent acquisition obligatigmsyments related to our convertible debt obligatiand proceeds from employee stock
purchases under the ESPP and employee stock @ptéonises. The increase in net cash provided layéiimg activities for the six months
ended June 30, 2014 was primarily attributed tthefnet proceeds of $117.5 million from our Mar€i2 equity offering and a $9.7 million
decrease in debt conversion expense, offset bydsed proceeds from employee stock option exerars&SPP contributions of $17.7
million and a $4.7 million increase in paymentgohtingent consideration.

Other Information

In March 2014, we sold 1.5 million shares of oumeooon stock at a price of $78.45 per share in armdtten public offering pursua
to an effective registration statement previousgdfwith the SEC. We received net proceeds of agprately $117.5 million from this publ
offering.

On October 15, 2013, we completed an offering &J million in aggregate principal amount of sersiobordinated convertible notes
consisting of $375.0 million in aggregate principaiount of the 2018 Notes and $375.0 million inreggte principal amount of the 2020
Notes. The net proceeds from the offering were $686llion, after deducting commissions and offgrexpenses and the purchase of caj
calls. The 2018 Notes and the 2020 Notes weredsautace value and accrue interest at annual cat@§5% and 1.50%, respectively, wh
is payable semiannually in arrears on April 15 @utiober 15 of each year beginning on April 15, 28de Note 5 to the Consolidated
Financial Statements included in our Annual ReparForm 10K for the year ended December 31, 2013, for adutiinformation regardin
our Convertible Debt.

In April 2007, we sold approximately $324.9 milliofithe 2017 Notes of which $45.5 million remairedstanding at June 30, 2014.
The debt was issued at face value and bears intgrtfee rate of 1.875% per annum, payable semirahnin cash. During the three months
ended June 30, 2014, we entered into two sepageteraents with one of our existing holders of ddt2Notes pursuant to which such
holder converted $16.5 million in aggregate priat@mount of the 2017 Notes into 809,351 sharegsiptommon stock. In addition to
issuing the requisite number of shares of commackstve the also made varying cash payments thdtder totaling $0.7 million in
aggregate, which $0.7 million was recognized ialtas Debt Conversion Expense on the Condensed(tated Statement of
Comprehensive Loss for the three and six montheeddne 30, 2014.
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During 2013, we entered into separate agreemethsi8iof the existing holders of the 2017 Notesspant to which such holders converted
$262.8 million in aggregate principal of the 201@ték into 12.9 million shares of our common stdaladdition to issuing the requisite
number of shares of common stock pursuant to th& Ribtes, we also made varying cash payments toaabe holders, totaling an
aggregate of $14.8 million, of which $13.0 millimms recognized as Debt Conversion Expense in onsd@lidated Statement of Operations
for the year ended December 31, 2013. The remaR(xg Notes are convertible, at the option of thielér, at any time prior to maturity, ir
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
there is a qualifying change in control or termimatof trading of our common stock. If a changeoiitrol occurs, we will pay a make whole
premium by increasing the conversion rate appleéblthe 2017 Notes. See Note 5 to the Consolidéteghcial Statements included in our
Annual Report on Form 10-K for the year ended Ddwamn31, 2013, for additional information regardmg Convertible Debt.

In March 2006, we sold approximately $172.5 millibe 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 debhdt contain a call provision and we
were unable to unilaterally redeem the remaining geior to maturity in March 2013. Upon maturittbe 2013 Notes, we issued 1.4 mill
shares of our common stock pursuant to the terniseo2013 Notes and paid a bond holder $98,00@sh €or the par value at maturity. See
Note 5 to the Consolidated Financial Statementsidezl in our Annual Report on Form-K for the year ended December 31, 2013, for
additional information regarding our Convertiblelibe

Our $795.6 million (undiscounted) of total convielei debt as of June 30, 2014 will impact our lidyidiue to the semi-annual cash
interest payments and will further impact our ldjty if we elect to settle all or portions of th@1B Notes or the 2020 Notes in cash upon
conversion or if the holders of our 2017 Notes dbaonvert on or prior to the scheduled repaymehtke debt. Further, depending on ma
conditions, our financial position and performaacel other factors, we may in the future choosestauportion of our cash or cash
equivalents to repurchase our convertible debtlercsecurities.

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 $8illfon. In connection with the acquisition, we agd to pay the Zacharon stockholders
additional consideration in future periods of ugi84.0 million (undiscounted) in milestone paynsahtertain clinical, development and
sales milestones are met.

Funding Commitments

We cannot estimate with certainty the cost to cetepany of our product development programs. Aolditily, except as disclosed un
“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 developtngrams. Please se®fsk Factors”included in Part Il ltem 1A of this Quarterly
Report on Form 10-Q, for a discussion of the rease® are unable to estimate such information, anmhiticular the following risk factors:

. If we fail to obtain or maintain regulatory apprdu@ commercially market and sell our drugs, oajifproval is delayed, we will |
unable to generate revenue from the sale of thesdupts, our potential for generating positive cdglw will be diminished, and
the capital necessary to fund our operations wallihcreased

. If we are unable to successfully develop and mainteanufacturing processes for our drug productprtoduce sufficien
guantities at acceptable costs, we may be unahtestet demand for our products and lose potentiaémee, have reduced
margins or be forced to terminate a progra
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If we fail to compete successfully with respegirtmluct sales, we may be unable to generate sefficiales to recover ol
expenses related to the development of a prodegram or to justify continued marketing of a protland our revenue could be
adversely affected; ar

If we do not achieve our projected developmentgathe timeframes we announce and expect, theneocialization of ou
products may be delayed and the credibility of management may be adversely affected and, as i, r@sustock price ma
decline.

Our investment in our product development prograntscontinued development of our existing commeépiaducts has a major
impact on our operating performance. Our reseandhdavelopment expenses in each of the three amdaiths ended June 30, 2014 and
2013 and the period since inception of the majogmms were as follows (in millions):

Three Months Ended June 30 Six Months Ended June 30 Since Program
2014 2013 2014 2013 Inception
VIMIZIM $ 16.5 $ 19.¢ $ 34.t $ 41.¢ $ 328.:
BMN 673 11.7 5.5 16.7 10.Z 73.%
BMN 701 13t 13.€ 24.: 26.4 121.t
BMN 111 4.7 4.4 9.C 7.7 55.¢
BMN 190 9.C 3.3 14.1 6.5 45.¢
PEG PAL 16.€ 13.1 32.¢ 24.2 200.¢
Mature approved produc 7.8 9.2 14.¢ 17.7 386.4
Not allocated to specific major current proje 27.€ 16.7 47.5 34.€ Not meaningft
Totals $ 107.3 $ 85.7 $ 193.¢ $ 169.4

We may elect to increase our spending above ouercuiong-term plans and consequently we may beélaria achieve our long-term
goals. This may increase our capital requiremeémnttyding: costs associated with the commerciabradf our products; additional clinical
trials; investments in the manufacturing of VIMIZ]Maglazyme, Kuvan, Aldurazyme and Firdapse; pnéxdi studies and clinical trials for
our other product candidates; potential licenseksaher 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 VIMIZIM, Naglame, Kuvan, Aldurazyme and Firdap:
manufacture, supply or distribution of VIMIZIM, NEgzyme, Kuvan, Aldurazyme and Firdap

progress of our product candidates throughreélyalatory process and our ability to successfuipnmercialize any such products
that receive regulatory approv

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

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

developments or disputes concerning patent or @iapy rights;

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

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

actual or anticipated fluctuations in our operatiaegults; anc

changes in Company assessments or financial essrbgtsecurities 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 likelyotgomaterial 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 obligatielsged to research and
development activities, purchase commitments, fiesrand sales royalties with annual minimums. ©atractual obligations for non-
cancelable purchase commitments as of June 30, &@lgresented in the table below (in millions).

Payments Due within

Less More
Than 1 Than 5
1-3 35
Year Years Years Years Total
2017 Notes and related interest $ 04 $ 18 $45¢ $ 0 $481
2018 Notes and related inter 14 5.€ 380.7 0 387.7
2020 Notes and related inter 2.8 11.2 11.2 386.¢ 411.€
Operating lease 2.6 9.7 6.2 0.7 19.€
Research and development and purchase commiti 25.¢ 12.2 2.8 0 40.€
Total $ 334 $40.F $446.¢  $387.1  $907.¢

We are also subject to contingent payments totapgyoximately $545.0 million as of June 30, 204Hich are due upon achievement
of certain regulatory and licensing milestone$éyt occur before certain dates in the future. @fdmount, $59.3 million relates to programs
that are no longer being developed.
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ltem 3. Quantitative and Qualitative Disclosures About Market Risk

Our market risks during the three months ended 30n2014 have not materially changed from thoseudised in Part Il, Item 7A of
our Annual Report on Form 10-K for the year ended®nber 31, 2013, which was filed with the SEC ebr&ary 26, 2014.

Item 4. Controls and Procedures
(a) Controls and Procedures

An evaluation was carried out, under the supermisioand with the participation of our managemertiuding our Chief Executive
Officer and our Chief Financial Officer, regarditige effectiveness of our disclosure controls amt@dures (as defined in Rules 13a-15(e)
and 15d-15(e) under the Securities Exchange At98#, as amended (the Exchange Act)) as of thektd period covered by this report.

Based on the evaluation, our Chief Executive Offaned our Chief Financial Officer have concludedt thur disclosure controls and
procedures are effective to ensure that the infaomaequired to be disclosed by us in the repibrds we file or submit under the Exchange
Act is recorded, processed, summarized and repwitbdh the time periods specified in the SEC’sesibnd forms.

(b) Change in Internal Controls over Financial Repating

There were no changes in our internal control éwancial reporting, as such term is defined ind8ul3a-15(f) and 15d-15(f) under the
Exchange Act, during our most recently completealrtgr that have materially affected or are reasigridely to materially affect our intern
control over financial reporting. We are utilizittge Committee of Sponsoring Organizations of thea@ivay Commission (COSO) 1992
Framework on internal control.

PART Il. OTHER INFORMATION

Item 1. Legal Proceedings
None.

ltem 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 considetenial, may impair our business. If any of thksigliscussed below actually occur, our
business, financial condition, operating resultscash flows could be materially adversely affectdds could cause the value of our
securities to decline, and you may lose all or gdryour investment.

We have marked with an asterisk (*) those riskdexbelow that include a substantive change fronmpalate to the risk factors includ
in our Annual Report on Form 10-K, for the year eshddecember 31, 2013, which was filed with the SBEebruary 26, 2014.
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Risk Related to Our Business

* |f we fail to obtain or maintain regulatory appro val to commercially market and sell our drugs, orfi approval is delayed, we
will be unable to generate revenue from the sale tfiese products, our potential for generating posite cash flow will be diminished,
and the capital necessary to fund our operations Wibe increased.

We must obtain and maintain regulatory approvahéwket and sell our drug products in the U.S. anjdiisdictions outside of the U.S.
In the U.S., we must obtain FDA approval for eanlgdhat we intend to commercialize. The FDA appiqurocess 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 expensiveemdatory approval is also never cert
Naglazyme, Aldurazyme and Kuvan have received eg¢guyl approval to be commercially marketed and soltie U.S., EU and oth
countries. Firdapse has received regulatory apptovae commercially marketed only in the EU. VIMM received regulatory approval in
the U.S. on February 14, 2014, in the EU on A@il 2014 and in Canada on July 7, 2014 but hasewx bpproved in any other jurisdiction
and may never receive additional regulatory appsofca any jurisdiction.

As part of the recent reauthorization of the Piipion Drug User Fee Act, new biologics are inclddie a new product review program
intended to enhance FDA-sponsor communicationsaad to greater first-cycle approval decisions. At pf this program, applications for
new biologics are subject to either a 12-monthddash or 8-month priority review period that begirmm the date of application submission.
However, since this is a new product review progaamt few products have completed this new reviewegss, the priority review period n
take longer than eight months and the standaréweperiod may take longer than 12 months. Similaithough the EMA has an accelerated
approval process, the timelines mandated by thaladgns are subject to the possibility of substdmtelays.

In addition, the FDA and its international equivaiehave substantial discretion over the approraigss for pharmaceutical products.
As such, these regulatory agencies may in the ehdgree that we have demonstrated the requisiéd &€ product safety and efficacy to
grant approval and may require additional dataudffail to obtain regulatory approval for our preticandidates, we will be unable to market
and sell those drug products. Because of the aslisuncertainties in pharmaceutical developmemtpoaduct candidates could take a
significantly longer time to gain regulatory appabthan we expect or may never gain approval. We adly on independent third-party
contract research organizations (CROs), to fileesofmour ex-U.S. and ex-EU marketing applicationd emportant aspects of the services
performed for us by the CROs are out of our dicecttrol. If we fail to adequately manage our CRib#he CRO elects to prioritize work on
our projects below other projects or if there ig dispute or disruption in our relationship withrd@ROs, the filing of our applications may
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 deterine outcome of such deliberatic
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 valuebheagduced.

After any of our products receive regulatory appifpthey remain subject to ongoing regulation, Wwhian impact, among other things
product labeling, manufacturing practices, adversmt 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 crimimqaosecution. The FDA and comparable internatioagllatory agencies can withdraw a
product’s approval under some circumstances, ssitheafailure to comply with regulatory requirenseat unexpected safety issues. Further,
the FDA often requires post-marketing testing amdeillance to
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monitor the effects of approved products. The FIDA eomparable international regulatory agencies oasylition approval of our product
candidates on the completion of such post-markefimical studies. These post-marketing studies maggest that a product causes
undesirable side effects or may present a riskeégttient. If data we collect from post-marketstigdies suggest that one of our approved
products may present a risk to safety, the govent@gthorities could withdraw our product approsaispend production or place other
marketing restrictions on our products. If regufptsanctions are applied or if regulatory apprasalelayed or withdrawn, the value of our
company and our operating results will be adveraffigcted. Additionally, we will be unable to geatr revenue from the sale of these
products, our potential for generating positivehctisw will be diminished and the capital necesdarjund our operations will be increased.

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 igveome 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 tisease or condition, defined as a
patient population of fewer than 200,000 in the .O!8e company that first obtains FDA approval fatesignated orphan drug for a given |
disease receives marketing exclusivity for usénaf tirug for the stated condition for a period@fen years. Orphan drug exclusive marke
rights may be lost if the FDA later determines tiiet request for designation was materially defeatir if the manufacturer is unable to
assure sufficient quantity of the drug. Similarukegions are available in the EU with a ten-yeaiqatof market exclusivity.

Because the extent and scope of patent protediosofne of our drug products is limited, orphangdidesignation is especially
important for our products that are eligible foploan drug designation. For eligible drugs, we ptarely on the exclusivity period under the
Orphan Drug Act to maintain a competitive positiirwe do not obtain orphan drug exclusivity foralrug products that do not have broad
patent protection, our competitors may then sellghme drug to treat the same condition and oentes will be reduced.

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 candidates to the uncertainties associated with devegpplrarmaceutical products, we may no
the first to obtain marketing approval for any gatiar orphan indication. Further, even if we obtarphan drug exclusivity for a product, t
exclusivity may not effectively protect the prodfrcim competition because different drugs can h@@ped for the same condition. Even
after an orphan drug is approved, the FDA can sjuesgly approve the same drug for the same conditiie FDA concludes that the later
drug is safer, more effective or makes a majorrdmution to patient care. Orphan drug designatieither shortens the development time or
regulatory review time of a drug, nor gives thegdamy advantage in the regulatory review or apgrpracess.

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 Fedesald, Drug and Cosmetic
Act (FDC Act), and the Public Health Service A¢tttPHS Act). Biologics require the submission &i@ogics License Application (BLA),
and approval by the FDA prior to being marketethm U.S. Historically, a biologic product approwstter a BLA was not subject to the
generic drug review and approval provisions ofFB&C Act. However, the Patient Protection and Afedste Care Act of 2010, as amende
the Health Care and Education Reconciliation AQ@T0 (collectively, the PPACA), created a regulafmathway under the PHS Act for the
abbreviated approval for biological products that@emonstrated to be “biosimilar” or “interchanigied with an FDA-approved biological
product. In order to meet the standard of intergleability, a sponsor must demonstrate that thdritzs product can be expected to produce
the same clinical result as the reference produnt,for a product that is administered more tharepthat the risk of switching between the
reference product and biosimilar product is noaggethan the risk of maintaining the patient omrisference product. Such biosimilars wc
reference biological products approved in the Ul& law establishes a period of 12 years of dathusivity for reference products, which
protects the data in the original BLA by prohibgisponsors of biosimilars from gaining FDA approbvased in part on reference to data ir
original BLA. Our products approved under BLAsye&sdl as products in development that may be apmtaveler BLAS, could be reference
products for such abbreviated BLAS.
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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 trialgre highly uncertain.

As part of the regulatory approval process we mastuct, at our own expense, preclinical studighénaboratory and clinical trials
humans for each product candidate. We expect thbauof preclinical studies and clinical trialsttttze regulatory authorities will require
will vary depending on the product candidate, tisease or condition the drug is being developeatitiress and regulations applicable to the
particular drug. Generally, the number and sizeliofcal trials required for approval increase lithsa the expected patient population that
may be treated with a drug. We may need to perfauttiple preclinical studies using various doses fommulations before we can begin
clinical trials, which could result in delays inraability to market any of our product candidatestthermore, even if we obtain favorable
results in preclinical studies, the results in hamay be significantly different. After we havendacted preclinical studies, we must
demonstrate that our drug products are safe aiwheibus for use in the targeted human patientsder to receive regulatory approval for
commercial sale.

Adverse or inconclusive clinical results would stepfrom filing for regulatory approval of our pratt candidates. Additional factors
that can cause delay or termination of our clinfgals include:

. slow or insufficient patient enrollmer

. slow recruitment of, and completion of necessastitational approvals at, clinical site
. longer treatment time required to demonstrate &tfic

. lack of sufficient supplies of the product candéj:

. adverse medical events or side effects in treaadidnts;

. lack of effectiveness of the product candidate dpédrsted; an

. regulatory requests for additional clinical trialspre-clinical studies

Typically, if a drug product is intended to treattaonic disease, as is the case with some of rmalupt 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 CROs to perform most of our clinicaldies and many important aspects of the servicdsrpged for us by the CROs are out of
our direct control. If we fail to adequately manage CROs, or if there is any dispute or disrupiioour relationship with our CROs, our
clinical trials may be delayed. Moreover, in ougukatory submissions, we rely on the quality anlkithits of the clinical work performed by
third-party CROs. If any of our CROs’ processesthmdologies or results were determined to be idvadiinadequate, our own clinical data
and results and related regulatory approvals cadlersely be impacted.

* |f we continue to incur operating losses for a péod longer than anticipated, we may be unable toantinue 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 dawelopand operated at a net loss
until 2008. Although we were profitable in 2008 &@iL0, we operated at a net loss in 2009, 20112 284 2013. Based upon our current
plan for investments in research and developmeraxisting and new programs, we expect to opertadenat loss for at least the next 12
months. Our future profitability depends on our keding and selling of VIMIZIM, Naglazyme, Kuvan aR@rdapse, the successful continued
commercialization of Aldurazyme by Genzyme, thesigtof regulatory approval of our product candigaour ability to successfully
manufacture and market any approved drugs, eitheulselves or jointly with others, our spendingoam development programs and the
impact of any possible future business developritansactions. The extent of our future losses hadiiming of profitability are highly
uncertain. If we fail to become profitable or arehble to sustain profitability on a continuing Izashen we may be unable to continue our
operations at planned levels and be forced to e2duc operations.
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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 manufactufagjjities 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 European Commis&@), (@and health agencies in other countries fontaaufacture of Aldurazyme and
Naglazyme. In addition, our thi-party manufacturergacilities involved with the manufacture of VIMIZIMNaglazyme, Kuvan, Aldurazyn
and Firdapse have also been inspected and appbgwetious regulatory authorities. The manufaciyfacility located in Shanbally, Cork,
Ireland that we purchased in 2011 has not yet bpproved by the FDA or the EMA. We intend to malseibstantial investment in the build-
out of the Shanbally facility in order to manufaetVIMIZIM and other products. If the facility isoh ultimately approved by the FDA or the
EMA, we will not be able to manufacture VIMIZIM other products at this facility and we may not bkedao meet the anticipated
commercial demand for VIMIZIM which would have advarse effect on our financial results.

Due to the complexity of the processes used to faature our products and product candidates, welmaynable to continue to pas:
initially pass federal or international regulatamgpections in a cost-effective manner. For theesegason, any potential third-party
manufacturer of VIMIZIM, Naglazyme, Kuvan, Alduramng and Firdapse or our product candidates may &el@imo comply with GMP
regulations in a cost-effective manner and mayrable to initially or continue to pass a federalmernational regulatory inspection.

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 product candidates, waymnuntitled letters, fines, unanticipated comptia 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 fundour operations, our financial results and financidcondition will be adversely
affected and we will have to delay or terminate somor all of our product development programs.

As of June 30, 2014, we had cash, cash equivaetshort and long-term investments totaling $1®&dlllion and long-term debt
obligations of $795.6 million (undiscounted). IntGwer 2013, we completed an offering of senior sdipated convertible notes and received
net proceeds of approximately $696.4 million, afteducting commissions, estimated offering expepagable by us and the purchase of the
related capped calls. We will need cash to not ogay the principal amount of the Notes but d@dngoing interest due on the Notes
during their term. In March 2014, we sold 1.5 miflishares of our common stock at a price of $7petShare in an underwritten public
offering pursuant to an effective registration etaént previously filed with the SEC. We receivetipreceeds of $117.5 million for this
public offering; however we may require additiofiabncing to fund our future operations, includihg commercialization of our approved
drugs and drug product candidates currently undeeldpment, preclinical studies and clinical trjaisd potential licenses and acquisitions.
We may be unable to raise additional financingeiéded, due to a variety of factors, includingfmancial condition, the status of our
product programs, and the general condition ofittencial markets. If we fail to raise any necegsadditional financing we may have to
delay or terminate some or all of our product depeient programs and our financial condition and-atjigg results 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:

. our ability to successfully market and sell VIMIZ]Maglazyme, Kuvan and Firdap:
. Genzym('s ability to continue to successfully commerciallddurazyme;

. the progress and success of our preclinical studidclinical trials (including studies and the m@cture of materials
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. 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 studlgsh may be required by
regulatory authorities

. the time and cost necessary to develop comalerznufacturing processes, including quality systeand to build or
acquire manufacturing capabilitie

. the progress of research programs carried out t

. our possible achievement of milestones idetifn our purchase agreements with the former btuldkrs of LEAD
Therapeutics, Inc., ZyStor, Huxley Pharmaceutidals,, and Zacharon Pharmaceuticals Inc. that érigglated milestone
payments

. any changes made to, or new developments irgxisting collaborative, licensing and other comerad relationships or
any new collaborative, licensing and other comna¢relationships 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 contractoahitments are substantial and r
increase in the future. These fixed expenses nagase because we may enter into:

. additional licenses and collaborative agreeme
. 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 tgproduce sufficient
guantities at acceptable costs, we may be unablenteet demand for our products and lose potential reenue, have reduced margins ¢
be forced to terminate a program.

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

The development of commercially viable manufactyifmocesses typically is very difficult to achiemad is often very expensive and
may require extended periods of time. Changes imufe@turing 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 aproven process, our contractor is subject to éineesuncertainties, 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, malfunctioiniternal information technology
systems, and other events that cannot always bemte or anticipated. Many of the processes irchidlogical systems, which add
significant complexity, as compared to chemicaltlgnis. We expect that, from time to time, consistéth biotechnology industry
expectations, certain production lots will failgooduce product that meets our quality controlaséeacceptance criteria. To date, our
historical failure rates for all of our product grams, including Naglazyme, Aldurazyme and VIMIZINgve been within our expectations,
which are based on industry norms. If the failate increased substantially, we could
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experience increased costs, lost revenue, damagestomer relations, time and expense investigatiagause and, depending upon the
cause, similar losses with respect to other logsroducts. If problems are not discovered befoegpitoduct is released to the market, recall
and product liability costs may also be incurred.

In order to produce product within our time andtquerameters, we must continue to produce prodithtnour expected success rate
and yield expectations. Because of the compleXitguo manufacturing processes, it may be difficultmpossible for us to determine the
cause of any particular lot failure and we mustetff/ely take corrective action in response to failyre in a 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 tbdyation of final product for Kuvan and
Firdapse. We also rely on third-parties for porsiaf the manufacture of Naglazyme and Aldurazyrtadse manufacturers are unwilling or
unable to fulfill their contractual obligations satisfy demand outside of or in excess of the esital obligations, we may be unable to meet
demand for these products or sell these productt and we may lose potential revenue. Further abailability of suitable contract
manufacturing capacity at scheduled or optimum gimsenot certain.

In addition, our manufacturing processes subjett 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 manufantuissues, we may be unable to meet demand fgroducts and lose potential
revenue, have reduced margins, or be forced tdratema 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, whih could materially impair our ability to manufacture Naglazyme, Aldurazyme
and VIMIZIM or our third-party manufacturer’s abili ty to manufacture Kuvan or Firdapse.

Our Galli Drive facility located in Novato, Califoia is currently our only manufacturing facilityrflaglazyme, Aldurazyme and
VIMIZIM. It is located in the San Francisco Bay Araear known earthquake fault zones and is vulietatsignificant damage from
earthquakes. We, the third-party manufacturers witbm we contract and our single-source supplieraw materials, which include many
of our critical raw materials, are also vulnerafolelamage from other types of disasters, incluéineg, floods, power loss and similar events.
If any disaster were to occur, or any terroristidminal activity caused significant damage to fadilities or the facilities of our third-party
manufacturers and suppliers, our ability to mantwfiicNaglazyme, Aldurazyme and VIMIZIM, or to hakavan or Firdapse manufactured,
could be seriously, or potentially completely inrpdi, and our commercialization efforts and revermdd be seriously impaired. The
insurance that we carry, the inventory that we ma&inand our risk mitigation plans may not be adeeuo cover our losses resulting from
disasters or other business interruptions.

Supply interruptions may disrupt our inventory levels and the availability of our products and productcandidates and cause
delays in obtaining regulatory approval for our product candidates, or harm our business by reducingus revenues.

Numerous factors could cause interruptions in thpply of our products and product candidates, itiolg:

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

. labor interruptions
. changes in our sources for manufactur

. the timing and delivery of shipmen
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. our failure to locate and obtain replacementufacturers as needed on a timely basis; and ¢onsliaffecting the cost and
availability of raw materials

Any interruption in the supply of finished productsuld hinder our ability to distribute finishedoglucts to meet commercial demand.

With respect to our product candidates, produatioproduct is necessary to perform clinical triatsl successful registration batches
necessary to file for approval to commercially nedr&nd sell product candidates. Delays in obtaiolimgcal material or registration batches
could adversely impact our clinical trials and galegulatory approval for our product candidates.

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 costsaahibve profitability. For Naglazyme and VIMIZIM,approved outside of the U.S., we
must market worldwide to achieve significant manyenetration of the product. In addition, becabgenumber of potential patients in the
disease populations are small, it is not only inguairto find patients who begin therapy to achigigmificant market penetration of the
product, but we also need to be able to maintaedlpatients on therapy for an extended perioknef. tDue to the expected costs of treatr
for our products for genetic diseases, we may lablento maintain or obtain sufficient market shatra price high enough to justify our
product development efforts and manufacturing egpsn

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

The course of treatment for patients using our petslis expensive. We expect patients to needesatfor extended periods, and for
some products throughout the lifetimes of the pagieWe expect that most families of patients nidt 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 increglgishallenge the prices charged for
drugs. Reimbursement rates from private comparaes depending on the third-party payer, the inscegrian and other factors.
Reimbursement systems in international markets sigpyificantly by country and by region, and reimgement approvals must be obtained
on a country-by-country basis.

Reimbursement in the EU and many other territariest be negotiated on a country-by-country bagisimmany countries the product
cannot be commercially launched until reimbursenapproved. The timing to complete the negotiapicocess in each country is highly
uncertain, and in some countries we expect thratit exceed 12 months. Even after a price is negdtigaountries frequently request or
require adjustments to the price and other conaessiver time.

For our future products, we will not know what tieémbursement rates will be until we are ready tokat the product and we actually
negotiate the rates. If we are unable to obtaificseifitly high reimbursement rates for our produthey may not be commercially viable or
our future revenues and gross margins may be aslyeafected.

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 imése countries.

We make a significant portion of our internatiosales of Naglazyme through special access or “named
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patient” programs, which do not require full protlapproval. We expect to also utilize these progréon VIMIZIM. The specifics of the
programs vary from country to country. Generalpgdal approval must be obtained for each patigm. approval normally requires an
application or a lawsuit accompanied by evidencmedlical need. Generally, the approvals for eatiemiamust be renewed from time to
time.

These programs are not well defined in some camtnd are subject to changes in requirementsuawiihfy levels. Any change to
these programs could adversely affect our abititgell our products in those countries and delégss# the programs are not funded by the
respective government, there could be insufficients to pay for all patients. Further, governmdratgée in the past undertaken and may in
the future undertake, unofficial measures to limitchases of our products, including initially demycoverage for purchasers, delaying
orders and denying or taking excessively long foraye customs clearance. Any such actions coulémadly delay or reduce our revenues
from such countries.

Without the special access programs, we would teedek full product approval to commercially marked sell our products. This ¢
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 economidasible to seek and maintain a full product apakcand therefore the sales in such
country would be permanently reduced or eliminakaxt.all of these reasons, if the special accesgrams that we are currently using are
eliminated or restricted, our revenues could beseshly affected.

If we fail to compete successfully with respect tproduct sales, we may be unable to generate suffcit sales to recover our
expenses related to the development of a productggram 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 obt
regulatory approvals for their products faster thancan obtain them (including those products witthan drug designation) or
commercialize their products before we do. If wendbcompete successfully, our revenue would besdly affected, and we may be un:
to generate sufficient sales to recover our experedated to the development of a product prograto fustify continued 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 maydpeaisingly restricted both in the U.S. and inteomatlly. The escalating cost of
health care has led to increased pressure on #ighlvare industry to reduce costs. Governmentlpaivate thirdparty payers have propos
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 sommaitenal markets, the government controls themgiovhich can affect the profitability of
drugs. Current government regulations and pos#iitlge legislation regarding health care may aftesterage and reimbursement for mec
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 puitf. As part of these cost containment measumagscountries have imposed or threatened
to impose revenue caps limiting the annual volufngates of Naglazyme. To the extent that these aspsignificantly below actual demand,
our future revenues and gross margins may be aslyeafected.

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 adverséigct our revenue and results of operations.
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Government health care reform could increase our csis, and would adversely affect our revenue and ralis of operations.

Our industry is highly regulated and changes inhaay adversely impact our business, operationsantial 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 likehgiease certain of our costs. For
example, the Medicaid rebate rate was increasedhandolume of rebated drugs has been expandeatitede 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 manufactunéegd for reporting purposes, which coi
increase the amount of the Medicaid drug rebatiebtpastates.

In addition, other legislative changes have beepg@sed and adopted since the PPACA was enactege Thanges include aggregate
reductions in Medicare payments to providers ofaup% per fiscal year, which went into effect onrihf, 2013. In January 2013, President
Obama signed into law the American Taxpayer Rélefof 2012, which, among other things, furtherueeld 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 additionalcédos in Medicare and other healthcare fundingctvisould have a material adverse ef
on our customers and, accordingly, our financiarapons.

We anticipate that PPACA, as well as other heatthoaform measures that may be adopted in thedfuinay 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 governmeawmned or supported customers in various countiigsiae of the U.S. are subject to significant pami
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 mayaeatble to collect on amounts due
us from these customers and our results of opastimuld be adversely affected.

If we are found in violation of federal or state “faud and abuse”laws, we may be required to pay a penalty or be spended 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&ows, false claims laws and laws
related to ensuring compliance. The federal headtle program anti-kickback statute makes it illdégabny person, including a
pharmaceutical company, to knowingly and willfuliffer, solicit, pay or receive any remuneratiomedily or indirectly, in exchange for or to
induce the referral of business, including the pase, order or prescription of a particular drogwhich payment may be made under fec
health care programs, such as Medicare and Medidaider federal government regulations, certaiaragements, or safe harbors, are
deemed not to violate the federal anti-kickbackuséa However, the exemptions and safe harbordraren narrowly, and practices that
involve remuneration not intended to induce prémieg, purchases or recommendations may be sulbjectttiny if they do not qualify for ¢
exemption or safe harbor. Our practices
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may not in all cases meet all of the criteria fafiesharbor protection from anti-kickback liabiliglthough we seek to comply with these safe
harbors. Violations of the anti-kickback statute punishable by imprisonment, criminal fines, ciwibnetary penalties and exclusion from
participation in federal healthcare programs.

Federal and state false claims laws prohibit amggrefrom knowingly presenting, or causing to besented, a false claim for payment
to the federal government, or knowingly makingcausing to be made, a false statement to haveadhilim paid. In addition, certain
marketing practices, including off-label promotionay also violate false claims laws. Under the Helsurance Portability and
Accountability Act of 1996, we also are prohibitedm knowingly and willfully executing a schemedefraud any health care benefit
program, including private payers, or knowingly awtfully falsifying, concealing or covering upraaterial fact or making any materially
false, fictitious or fraudulent statement in cortimtwith the delivery of or payment for health edrenefits, items or services. Sanctions L
these federal and state laws may include civil nemyepenalties, exclusion of a manufacturer’s patgldrom reimbursement under
government programs, criminal fines and imprisonimen

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 madifyjbusiness 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 Centers for Medicare
Medicaid Services has issued a final rule thatiregumanufacturers to begin collecting requiredinfation on August 1, 2013 with the first
reports due March 31, 2014 (and by the 90th dasach calendar year thereafter) and publicatioheféported data in a searchable form
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 e 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 shiftigpliance environment and the need to implemestesys to comply with multiple
jurisdictions with different compliance and/or reing requirements increases the possibility thaharmaceutical manufacturer may viol
one or more of the requirements.

While we believe we have structured our businesmgements to comply with these laws, becauseedbtbadth of these laws, the
narrowness of available statutory and regulatogepkions and the increased focus by law enforceagencies 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 lawsekample, the PPACA, among other things, amergatient requirement of the federal
anti-kickback and criminal healthcare fraud statufe person or entity no longer needs to have akh@wledge of this statute or specific
intent to violate it. Moreover, the PPACA providbat the government may assert that a claim inolyiems or services resulting from a
violation of the federal anti-kickback statute ciituges a false or fraudulent claim for purposethef False Claims Act. If we are found in
violation of one of these laws, we may be subjeariminal, civil or administrative sanctions, inding debarment, suspension or exclusion
from participation in federal or state health garegrams any of which could adversely affect owsibess, financial condition and results of
operation.

We conduct a significant amount of our sales and @pations outside of the U.S., which subjects us @aditional business risks
that could adversely affect our revenue and resultsf operations.

A significant portion of the sales of Aldurazymedadaglazyme and all of the sales of Firdapse anemgged from countries other than
the U.S. Additionally, we have operations in selEt@opean countries, Brazil, other Latin Americantries, Turkey and other Asian
countries. We expect that we will continue to expaar international operations in the future. Intgional operations inherently subject us to
a number of risks and uncertainties, including:

. changes in international regulatory and conmgiéarequirements that could restrict our abilityrntanufacture, market and
sell our products
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. political and economic instability

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

. difficulty in staffing and managing internationglerations

. differing labor regulations and business practi

. potentially negative consequences from changesimt@rpretations of tax law:

. changes in international medical reimbursementcjasiand program:

. financial risks such as longer payment cyaé$iculty collecting accounts receivable and exp@sto fluctuations in
foreign currency exchange rates; «

. regulatory and compliance risks that relateyntaining accurate information and control owedes and distributors’ and
service provider activities that may fall within the purview of tiv@reign Corrupt Practices A

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

As we continue to expand our existing internatia@drations, we may encounter new risks. For exangsl 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 metessful in developing and maintaining these imahips, we may not be able to grow
sales in these geographic regions. These or othéasrisks could adversely affect our revenue prafitability.

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

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

The patent positions of biopharmaceutical prodactscomplex and uncertain. The scope and extquateft protection for some of our
products and product candidates are particulartgnain because key information on some of ouryebdandidates 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 stmecof BH4 (the active ingredient in
Kuvan) and 3,4-DAP (the active ingredient in Firs@phave also been published. Publication of tiftaination may prevent us from
obtaining or enforcing patents relating to our pretd and product candidates, including withouttiitidn composition-of-matter patents,
which are generally believed to offer the strongedéent protection.

We own or have licensed patents and patent apiplitsatelated to VIMIZIM, Naglazyme, Kuvan, Alduramg and Firdapse. 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 applicationsesmand until actually issued, the protective afithese applications is
impossible to determine. We do not know whetherpaient applications will result in issued pate

. Competitors may interfere with our patent pascim a variety of ways. Competitors may claim thay invented the
claimed invention prior to us or that they file@ithapplication for a patent on a claimed inventiefore we did.
Competitors may also claim that we are infringimgtloeir patents and therefore we cannot practicéeminnology.
Competitors may also contest our patents by shothiegatent examiner or a court that the inventias not original, was
not novel or was obvious, for example. In litigati@ competitor could claim that our issued patargsnot valid o
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are unenforceable for a number of reasons. If & @grees, we would not be able to enforce thamate have no
meaningful experience with competitors interfenmith or challenging the validity or enforceabilid§ our patents or patent
applications

. Enforcing patents is expensive and may absorbfgignt time of our management. Management wouladpess time an
resources on developing products, which could aseeour operating expenses and delay product pnsgi&/e may not
have the financial ability to sustain a patentinfement action, or it may not be financially rezeiole to do sc

. Receipt of a patent may not provide much, if,gractical protection. For example, if we receavpatent with a narrow
scope, then it will be easier for competitors tsige products that do not infringe on our pa

. The recently enacted America Invents Act, whieformed certain patent laws in the U.S., mayteradditional
uncertainty. Among the significant changes areairig from a “first-to-invent” system to a “firspfile” system, and the
implementation of new procedures that permit coitgostto challenge our patents in the U.S. PatedtTaademark Office
after grant

It is also unclear whether our trade secrets agguately protected. Our employees, consultantsmiractors may unintentionally or
willfully disclose trade secrets to competitorsfdning a claim that someone else illegally obtdiaed is using our trade secrets, as with
patent litigation, is expensive and time consumieguires significant resources and the outconn@psedictable. In addition, courts outside
of the U.S. are sometimes less willing to protemti¢ secrets. Furthermore, our competitors maypergently develop equivalent knowledge,
methods and know-how, in which case we would nailide to enforce our trade secret rights agairdt sampetitors.

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

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

Similar to us, competitors continually seek inteflel property protection for their technology. 8l of our development programs,
such as BMN 673, BMN 701, BMN 111 and BMN 270, fean therapeutic are that have been the subjexttefisive research and
development by third parties for many years. Dudhéoamount of intellectual property in our fielttechnology, we cannot be certain that
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 patend@obelieves our product infringes its patent,ghtent holder may sue us even if we have
received patent protection for our technology olingone else claims we infringe its intellectualpgemy, we would face a number of issues,
including the following:

. Defending a lawsuit takes significant executiveotgses and can be very expens
. 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 reaqugrus to pay substantial damages, a court may lmtats from making, selling,
offering to sell, importing or using our productiess the patent holder licenses the patent tohes pétent holder is not
required to grant us a license. If a license islabke, it may not be available on commerciallyseaable terms. For
example, we may have to pay substantial royaltiggant cross licenses to our patents and patgiications.

. We may need to redesign our product so it doe#fringe the intellectual property rights of othe

. Redesigning our product so it does not infrittgintellectual property rights of competitorsynmt be possible or could
require substantial funds and tin

We may also support and collaborate in researcHumad 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,aseld encounter delays in our product developra#fotts
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while we attempt to design around other patentaay be prohibited from making, using, importingeoihg to sell or selling products
requiring these licenses or rights. There is algekathat disputes may arise as to the rightetbrtology or products developed in
collaboration with other parties. If we are noteatul resolve such disputes and obtain the licemsgghts we need, we may not be able to
develop or market our products.

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

Either party may terminate the Manufacturing, Méirkggand Sales Agreement (the MMS Agreement), betw@enzyme and us related
to Aldurazyme for specified reasons, includincghié 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 Agreetner has declared bankruptcy and also is in redithe MMS Agreement. Although \
are not currently in breach of the MMS Agreememesé is a risk that either party could breach ti3vAgreement in the future. Either party
may also terminate the MMS Agreement upon one ggar written notice for any reason.

If the MMS Agreement is terminated for breach, bineaching party will transfer its interest in BioMdGenzyme LLC (the LLC), to
the non-breaching party, and the non-breaching pett pay a specified buyout amount for the braagtparty’s interest in Aldurazyme and
in the LLC. If we are the breaching party, we woldisle our rights to Aldurazyme and the relatedllie¢téual property and regulatory
approvals. If the MMS Agreement is terminated withcause, the non-terminating party would haveottéon, exercisable for one year, to
buy out the terminating party’s interest in Aldura®e and in the LLC at a specified buyout amount.

If such option is not exercised, all rights to Aldmyme will be sold and the LLC will be dissolvénlthe event of termination of the
buyout option without exercise by the non-termingtparty as described above, all right and titlaldturazyme is to be sold to the highest
bidder, with the proceeds to be split between Gemzsnd us in accordance with our percentage interdse LLC.

If the MMS Agreement is terminated by either pdrgcause the other party declared bankruptcy, tha@rtating party would be
obligated to buy out the other party and would wbé&dl rights to Aldurazyme exclusively. If the MM&greement is terminated by a party
because the other party experienced a change tbtdhe terminating party shall notify the othgarty, the offeree, of its intent to buy out
the offeree’s interest in Aldurazyme and the LLEdastated amount set by the terminating parttsatiscretion. The offeree must then either
accept this offer or agree to buy the terminatiagyjs interest in Aldurazyme and the LLC on theaene terms. The party who buys out the
other party would then have exclusive worldwidédntigto Aldurazyme. The Amended and Restated Caitdiom Agreement between us and
Genzyme will automatically terminate upon the effecdate of the termination of the MMS Agreememd anay not be terminated
independently from the MMS Agreement.

If we were obligated or given the option to buy @&nzyme’s interest in Aldurazyme and the LLC, #reteby gain exclusive rights to
Aldurazyme, we may not have sufficient funds tosdaand we may not be able to obtain the finan@mdptso. If we fail to buy out
Genzyme’s interest, we may be held in breach oatireement and may lose any claim to the rightddarazyme and the related intellectual
property and regulatory approvals. We would thdaatively be prohibited from developing and comniedizing Aldurazyme. If this
happened, not only would our product revenues dserebut our share price 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 out” of the PEG.lavelopment program. Unless and until it eleatsyit in, it is not obligated
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to pay any of the milestones related to the progsato reimburse us for any of the developmentosdditionally, even though Merck
Serono has opted out of the PEG PAL developmermgram, we do not have any right to commercialize FHG outside of the U.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 mogbefore the unblinding of
the first Phase 3 trial for PEG PAL, it must pay«/bf the Phase 3 costs incurred prior to the optrith the $7,000,000 Phase 3 initiation
milestone. If it opts in after unblinding of thesti Phase 3 trial for PEG PAL, it must pay 100%hef Phase 3 costs incurred prior to the opt-in
and the $7,000,000 Phase 3 initiation milestonelittahally, in all cases after it opts in to the®@PAL development program, Merck Serono
would be obligated to pay one half of future depebent costs under the agreement and any furthestoiles due under the agreement. If
Merck Serono does not opt in, it will not have thgit to use any of the clinical or other indepemtledeveloped data.

We cannot determine when or if Merck Serono will impto the PEG PAL development program. If Merek@o does not opt in, we
will not receive any milestones under the agreemenwill there be any sales outside of the U.Slagran generating 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, licensiggmgements or other collaborations.
To date, several of our product programs have bheguired through acquisitions, such as BMN 701BMdN 673 and several of our product
programs have been developed through licensinglaborative arrangements, such as Naglazyme, Alume, Kuvan and Firdapse. These
collaborations include licensing proprietary tediogy 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 succesgfetiter into partnering arrangements or licenseegents with academic research
institutions, we will then be precluded from purgyithose specific opportunities. Since each ofelogportunities is unique, we may not be
able to find a substitute. Several pharmaceuticdldotechnology companies have already establigferdselves in the field of genetic
diseases. These companies have already begun mangeal/elopment programs, some of which may talipetases that we are also
targeting, and have already entered into partnexirtglicensing arrangements with academic reseastitutions, reducing the pool of
available opportunities.

Universities and public and private research instins also compete with us. While these orgaronatprimarily have educational or
basic research objectives, they may develop prigpyiéechnology and acquire patents that we may faethe development of our product
candidates. We will attempt to license this prajarngtechnology, if available. These licenses matyte available to us on acceptable tern
at all. If we are unable to compete successfulthwéspect to acquisitions, joint venture and otledlaboration opportunities, we may be
limited in our ability to develop new products andcontinue to expand our product pipeline.

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

The Hatch-Waxman Act permits the FDA to approverabiated new drug applications (ANDAs) for genaréesions of branded drugs.
We refer to this process as the “ANDA process”. ANDA process permits competitor companies to abiaarketing approval for a drug
with the same active ingredient for the same usesl@es not generally require the conduct and ssdiomn of clinical efficacy studies for that
product. In place of such clinical studies, an ANB@plicant usually needs only to submit data detnatisg that its product is bioequivalent
to the branded product based on pharmacokinetitestuPursuant to the Hatch-Waxman Act, companéare able to file an ANDA
application for the active ingredient in Kuvan aydime after December 2011. At present, we hateeweived information that any other
party has filed or has conducted the bioequivalestagly necessary to file an ANDA for Kuvan.
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The Hatch-Waxman Act requires an applicant forumydhat relies, at least in part, on our data iggrthe safety and efficacy of
Kuvan, to notify us of their application and poiahinfringement of our patents listed in the FBAApproved Drug Products with Therape!
Equivalence Evaluations (Orange Book). Upon rea#fit notice alleging that our patents listed ia @range Book are invalid or not
infringed by the proposed competitor product (aageaiph iv notice), we would have 45 days to brimggent infringement suit in federal
district court against the company seeking appréorats product. The discovery, trial and appgalscess in such suits can take several y
If we commence such a suit alleging infringemenbé or more of our Orange Book listed patentsiwid days from receipt of the
paragraph iv notice, the Hatch-Waxman Act provid@d-month stay on the FDA'’s approval of the coiitges application. If the litigation
resolved in favor of the applicant or the challahgatent expires during the 30-month stay perioel stay is lifted and the FDA'’s review of
the application may be completed. Such litigat®often timeeonsuming, costly and may result in competitiosuith patent(s) are not uph
or if the competitor does not infringe such patentlowever, generic versions of Kuvan would behjisited until the expiration of orphan
drug exclusivity in December 2014, or June 201Bdfreceive pediatric 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 thiepes covering Kuvan were not upheld in
litigation or if the generic competitor is foundnot infringe these patents, the resulting genasiopetition following the expiration of orph.
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 réésour 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 toilestones. These milestones may include the comeme@st or completion of scientific
studies and clinical trials and the submissioregfutatory filings. From time to time, we publiclprzounce the expected timing of some of
these milestones. All of these milestones are basexlvariety of assumptions. The actual timinghese milestones can vary dramatically
compared to our estimates, in many cases for redssyond our control. If we do not meet these noless as publicly announced, the
commercialization of our products may be delayedithe credibility of our management may be advgra#iected and, as a result, our stock
price may 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.
The loss of the services of any member of our sanamagement or the inability to hire or retainengnced management personnel could
adversely affect our ability to execute our bussnglan 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 seni@agitive officers could be detrimental to us
if we do not have an adequate succession plarveg dannot recruit suitable replacements in a im&nner. While our senior executive
officers are parties to employment agreements usgtithese agreements do not guarantee that thienemihin employed with us in the future.
In addition, in many cases, these agreements deestrict our senior executive officers’ ability compete with us after their employment is
terminated. The competition for qualified personinghe pharmaceutical field is intense, and theielimited pool of qualified potential
employees to recruit. Due to this intense competjtive may be unable to continue to attract aradrre@ualified personnel necessary for the
development of our business or to recruit suitabpdacement personnel. If we are unsuccessful imamruitment and retention efforts, our
business may be harmed.

Our success depends on our ability to manage our guwth.
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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, PKdd LEMS. In order to continue development and rating of these products, if
approved, we will need to significantly expand operations. To manage expansion effectively, wel neeontinue to develop and improve
our research and development capabilities, manufagtand quality capacities, sales and marketappbilities, financial and administrative
systems and standard processes for global opesathan staff, financial resources, systems, pro@sdar controls may be inadequate to
support our operations and may increase our expdeuegulatory and corruption risks and our manmegg may be unable to manage
successfully future market opportunities or ouatiehships with customers 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 aglerffect revenues. For example, if gene thelsmpmes widely used as a treatmer
genetic diseases, the use of enzyme replacemeapthesuch as Naglazyme and Aldurazyme in MPS deseaould be greatly reduced.
Changes in treatment method can be caused byttoeuction of other companies’ products or the dgyment of new technologies or
surgical procedures which may not directly competh ours, but which have the effect of changingvhanctors decide to treat a disease.

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 andketimg of human pharmaceuticals.
We currently maintain insurance against produdiliigr lawsuits for the commercial sale of our puatls and for the clinical trials of our
product candidates. Pharmaceutical companies nalestde the cost of insurance with the level of cage based on estimates of potential
liability. Historically, the potential liability asociated with product liability lawsuits for pharcgatical products has been unpredictable.
Although we believe that our current insurancelisasonable estimate of our potential liability aepresents a commercially reasonable
balancing of the level of coverage as comparetidabst of the insurance, we may be subject tonsla connection with our clinical trials
and commercial use of VIMIZIM, Naglazyme, Kuvand@tazyme and Firdapse, or our clinical trials f&GPPAL, BMN 701, BMN 673,
BMN 111, BMN 190 or BMN 270 for which our insuranceverage may not be adequate and we may be uead®id significant liability if
any product liability lawsuit is brought against ifave are the subject of a successful produdiliig claim that exceeds the limits of any
insurance coverage we obtain, we may incur subataarges that would adversely affect our eammimgd require the commitment of car
resources that might otherwise be available foiddneelopment and commercialization of our produogpams.

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 inventorgl 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
in particular are evolving and include, but are limotted to, malicious software, attempts to gairauthorized access to data and other
electronic security breaches that could lead tugisons in systems, misappropriation of our coefitial or otherwise protected information
and corruption of data. Cybersecurity incidentsite®y in the failure of our enterprise resourcanpling system, production management or
other systems to operate effectively or to integyreith other systems, or a breach in security beiotinauthorized access of these systems,
may affect our ability to manage and maintain owentory and internal reports, and result in delaygroduct fulfilment and reduced
efficiency of our operations. A breach in security,
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unauthorized access resulting in misappropriatioeft, or sabotage with respect to our proprietargt confidential information, including
research or clinical data, could require signiftozapital investments to remediate and could a@¥eedfect our business, financial condition
and results of operations.

*Qur business is affected by macroeconomic conditits.

Various macroeconomic factors could adversely affec business and the results of our operatiodgiaancial condition, including
changes in inflation, interest rates and foreigmency 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®mer to the process by which health care
providers are reimbursed for our products by theegament. Interest rates, the liquidity of the d@redhrkets 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 defaul
their obligations, it could materially reduce thedue of the transaction and adversely affect osh ¢ws.

For each of three and six months ended June 3@, &fydroximately 4% of our net product revenues irema the countries of Italy,
Spain, Portugal, Greece and Russia, respectiv@grakimately 8% of our total accounts receivablefadune 30, 2014 related to such
countries and we have included an allowance fobtfaliaccounts for certain accounts receivable f@raece. If the financial conditions of
these countries continues to decline, a substguidion of the receivables may be uncollectablgictv would mean we would have to
provide for additional allowances for doubtful acnts or cease selling products in these countigr of which could adversely affect our
results of operations. Additionally, if one or marfethese countries were unable to purchase owugts, our revenue would be adversely
affected. We also sell our products in other caastthat face economic crises and local currenggldation. Although we have historically
collected receivables from customers in those cmsgjtsustained weakness or further deterioratidheolocal economies and currencies may
cause our customers in those countries to be utalpigy for our products with the same negativeafbn our operations.

Interest rates and the ability to access crediketarcould 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 infass or otherwise manufacture or supply produdiurféaby any of them to remain a going
concern could affect our ability to manufacturedaras.

Risks Related to Ownership of Our Securities
Our stock price may be volatile, and an investmenin our stock could suffer a decline in value.

Our valuation and stock price since the beginniffgaaling after our initial public offering have ¢hao meaningful relationship to
current or historical earnings, asset values, h@blie or many other criteria based on conventioredsures of stock value. The market price
of our common stock will fluctuate due to factamsluding:

. product sales and profitability of VIMIZIM, Naglame, Kuvan, Aldurazyme and Firdap:
. manufacture, supply or distribution of VIMIZIM, NEgzyme, Kuvan, Aldurazyme and Firdap

. progress of our product candidates throughrelyalatory process and our ability to successfudijnmercialize any such
products that receive regulatory appro

. results of clinical trials, announcements of tedbgizal innovations or new products by us or ounpetitors;

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

. developments or disputes concerning patent or @iy rights;
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. general market conditions and fluctuations foreheerging growth and pharmaceutical market sec
. economic conditions in the U.S. or abro

. broad market fluctuations in the U.S., the EU ootiner parts of the worl

. actual or anticipated fluctuations in our operatiaegults; anc

. changes in company assessments or financial essrbgitsecurities analys

In the past, following periods of large price deeb 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 additic
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.

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 enpént this type of strategy by entering
into swaps on our common stock in lieu of or inieidd to short 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 selittiyity 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 2@H. governmental or regulatory action that ressritie ability of investors in, or
potential purchasers of, the Notes to effect sbaldgs of our common stock or enter into swaps ercommon stock could adversely affect
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 comatign@asonable 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 ysvhich 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 wéthpect 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 hag authority to issue shares of preferred stocktamigtermine the terms of those shares of
stock without any further action by our stockhotdérhe rights of holders of our common stock atgest to the 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
of their capital stock until the holder has held #tock for three years unless, among other pdiisthi our Board of Directors approves the
transaction. Our Board of Directors may use theegigions to prevent changes in the managementanitol of our company. Also, under
applicable Delaware law, our Board of Directors radgpt additional anti-takeover measures in theréut
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Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds.

During the second quarter of 2014 we entered imtbagreements with one of the existing holdersurfa®17 Notes, pursuant to which
such holder converted $16.5 million in aggregateggpal amount, into 809,351 share of our commaulstin addition to issuing the requis
number of shares of our common stock, we also nmadgng cash payments to the holder totaling $0lliam in the aggregate. The issuance
of our common stock upon the conversion of the 20a&fes was made in reliance on the exemption floerregistration requirements of the
Securities Act of 1933, as amended, pursuant ttd@e8(a)(9) thereof, as the conversion of the 2Rbes into our common stock was made
by the Company with an existing securities holdelsively in a service of privately negotiatednisaction where no commission or other
remuneration was paid.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

None.

Item 5. Other Information.

None.

ltem 6. Exhibits.

10.1# Amended and Restated 2006 Employee Stock Purchasedd adopted on June 21, 2006 and as amendeth Bla2014,
previously filed with the Securities and Exchangernission on June 10, 2014 as Exhibit 10.1 to thea@any’s report on
Form €K, which is incorporated by reference hert

23.1t Consent of KPMG LLP, Independent Registered Pukdicounting Firm.

31.1* Certification of Chief Executive Officer pursuantRules 13a-14(a)/15d-14(a) of the Securities ExghaAct of 1934, as
amended

31.2* Certification of Chief Financial Officer pursuant Rules 13a-14(a)/15d-14(a) of the Securities EmghaAct of 1934, as
amended

32.1* Certification of Chief Executive Officer and Chiéinancial Officer pursuant to 18 U.S.C. Section@,3% adopted pursuan

Section 906 of the Sarbanes-Oxley Act of 2002. Testification accompanies this report and shat]] arcept to the extent
required by the Sarbanes-Oxley Act of 2002, be dekfited for purposes of §18 of the Securities Exaye Act of 1934, as
amended

101.INS* XBRL Instance Documet
101.SCH’ XBRL Taxonomy Extension Schema Docum
101.CAL* XBRL Taxonomy Extension Calculation Documi
101.DEF* XBRL Taxonomy Extension Definition Linkba
101.LAB* XBRL Taxonomy Extension Labels Linkbase Docunr
101.PRE* XBRL Taxonomy Extension Presentation Link Docurr
Filed herewith
t Supercedes Exhibit 23.1 to the Company’s Annegdd® on Form 10-K for the fiscal year ended Deoen®i, 2013, filed with the

Securities and Exchange Commission on Februar2@6}.
# Management contract or compensatory Plan or arraegt

Attached as Exhibit 101 to this report are documémtmatted in XBRL (Extensible Business Reportiagguage): (i) Condensed
Consolidated Balance Sheets as of June 30, 201Bareimber 31, 2013, (ii) Condensed Consolidatett@tnts of Comprehensive Loss for
the three and six months ended June 30, 2014 &if] g0) Condensed Consolidated Statements of Géslvs for the six months ended
June 30, 2014 and 2013, and (iv) Notes to Conde@sedolidated Financial Statements.
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SIGNATURE

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causesdréport to be signed on its behalf
by the undersigned thereunto duly authorized.

BIOMARIN PHARMACEUTICAL INC.

Dated: July 31, 2014 By /S/ DANIEL SPIEGELMAN
Daniel Spiegelman,
Executive Vice President and Chief Financial Offi
(On behalf of the registrant and as principal ficiahofficer)

EXHIBIT INDEX

10.1# Amended and Restated 2006 Employee Stock Purchasea? adopted on June 21, 2006 and as amendeth Bla2014,
previously filed with the Securities and Exchangarission on June 10, 2014 as Exhibit 10.1 to theag@any’s report on
Form &K, which is incorporated by reference hert

23.1t Consent of KPMG LLP, Independent Registered Pukdicounting Firm.

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

31.2* Certification of Chief Financial Officer pursuant Rules 13a-14(a)/15d-14(a) of the Securities Emghaict of 1934, as
amended

32.1* Certification of Chief Executive Officer and Chighancial Officer pursuant to 18 U.S.C. Section(,3% adopted pursuan

Section 906 of the Sarbanes-Oxley Act of 2002. Twstification accompanies this report and shat] except to the extent
required by the Sarbanes-Oxley Act of 2002, be @ekfited for purposes of 818 of the Securities Exale Act of 1934, as
amended

101.INS* XBRL Instance Documer

101.SCH’ XBRL Taxonomy Extension Schema Docum

101.CAL* XBRL Taxonomy Extension Calculation Documi

101.DEF* XBRL Taxonomy Extension Definition Linkba

101.LAB* XBRL Taxonomy Extension Labels Linkbase Docunr

101.PRE’ XBRL Taxonomy Extension Presentation Link Docurr

*  Filed herewith

t Supercedes Exhibit 23.1 to the Company’s Annegdd® on Form 10-K for the fiscal year ended Deoen®i, 2013, filed with the

Securities and Exchange Commission on Februar2(@6}.
# Management contract or compensatory Plan or arraegt

Attached as Exhibit 101 to this report are documémtmatted in XBRL (Extensible Business Reportiagguage): (i) Condensed
Consolidated Balance Sheets as of June 30, 201Barember 31, 2013, (ii) Condensed Consolidate®tnts of Comprehensive Loss for
the three and six months ended June 30, 2014 &R 840) Condensed Consolidated Statements of Gémlvs for the six months ended
June 30, 2014 and 2013, and (iv) Notes to Conde@sedolidated Financial Statements.
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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 26, 2014, with respect to the dmfeded balance sheets of BioMarin
Pharmaceutical Inc. and subsidiaries as of DeceBibe2013 and 2012, and the related consolidasgdraents 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 Batber 31, 2013, which reports appear in the DeceBthe2013 annual report on Form 10-K
of BioMarin Pharmaceutical Inc. and subsidiaries.

/sl KPMG LLP

San Francisco, California
February 26, 2014



Exhibit 31.1

CERTIFICATION

I, Jean-Jacques Bienaimé, certify that:

1. I have reviewed this Quarterly Report on Forr-Q of BioMarin Pharmaceutical Inc

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or don#tate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this ref

3.  Based on my knowledge, the financial statemamid,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presentet
this report;

4.  The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) 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 procedaresused such disclosure controls and procedaoites designed
under our supervision, to ensure that materialrinégion relating to the registrant, including ithsolidated
subsidiaries, is made known to us by others withase entities, particularly during the period inigh this report is
being preparec

b) Designed such internal control over financiglarting, or caused such internal control over foiahreporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegdorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentédsineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

d) Disclosed in this report any change in the teghig's internal control over financial reportirgat 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 erélly affect, the registrard’internal control over financial reportir
and

5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evatuat internal control over
financial reporting, to the registrant’s auditorsldhe audit committee of the registrant’'s boardiofctors (or persons performing
the equivalent functions

a) All significant deficiencies and material weagses in the design or operation of internal corttvelr financial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize and
report financial information; an

b)  Any fraud, whether or not material, that invawaanagement or other employees who have a signifiole in the
registran’s internal control over financial reportir

July 31, 2014

Is/ JEAN-JACQUES BIENAIME

Jear-Jacques Bienain
Chief Executive Office



Exhibit 31.2
CERTIFICATION

I, Daniel Spiegelman, certify that:
1. I have reviewed this Quarterly Report on Forr-Q of BioMarin Pharmaceutical Inc

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or don#tate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this ref

3.  Based on my knowledge, the financial statemamid,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presentet
this report;

4.  The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) 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 procedaresused such disclosure controls and procedaoites designed
under our supervision, to ensure that materialrinégion relating to the registrant, including ithsolidated
subsidiaries, is made known to us by others withase entities, particularly during the period inigh this report is
being preparec

b) Designed such internal control over financiglarting, or caused such internal control over foiahreporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegdorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentédsineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

d) Disclosed in this report any change in the teghig's internal control over financial reportirgat 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 erélly affect, the registrard’internal control over financial reportir
and

5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evatuat internal control over
financial reporting, to the registrant’s auditorsldhe audit committee of the registrant’'s boardiofctors (or persons performing
the equivalent functions

a) All significant deficiencies and material weagses in the design or operation of internal corttvelr financial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize and
report financial information; an

b)  Any fraud, whether or not material, that invawaanagement or other employees who have a signifiole in the
registran’s internal control over financial reportir

July 31, 2014

/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

We, Jean-Jacques Bienaimé and Daniel Spiegelmabyeertify, pursuant to 18 U.S.C. §1350, as adbptasuant to §906 of the Sarbanes-
Oxley Act of 2002, that BioMarin Pharmaceutical.la®uarterly Report on Form 10-Q for the periodesh June 30, 2014, fully complies
with the requirements of Section 13(a) or 15(dhef Securities Exchange Act of 1934 and the inféionacontained in such Form 1D<airly
presents, in all material respects, the finanaaldition and results of operations of BioMarin Rhaceutical Inc.

/s/ JEAN-JACQUES BIENAIME
Jear-Jacques Bienainm
Chief Executive Office

July 31, 201¢

/s/ DANIEL SPIEGELMAN
Daniel Spiegelma
Executive Vice President and Chief Financial Offi

July 31, 201+



