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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

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

For the fiscal year ended December 31, 2008

or

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

For the transition period from to

Commission file number: 000-50797

MOMENTA PHARMACEUTICALS, INC.

(Exact name of registrant as specified in its @rart

Delaware 04-3561634
(State or other jurisdiction of (ILR.S. Employer Identification No.)
incorporation or organizatiol

675 West Kendall Street, Cambridge, Massachusett2042
(Address of principal executive offices) (zip code)

Registrant's telephone number, including area o@i&?) 491-9700

Securities registered pursuant to Section 12(hefAct:

Title of each class Name of each exchange on which register

Common Stock, $0.0001 par va NASDAQ Global Marke

Securities registered pursuant to Section 12(ghe@fAct:None
Indicate by check mark if registrant iwell-known seasoned issuer, as defined in Ruleod@e Securities Act. Ye£] No
Indicate by check mark if the registranhot required to file reports pursuant to Secli8ror Section 15(d) of the Act. Yed No [

Indicate by check mark whether the regigtf1) has filed all reports required to be filgdSection 13 or 15(d) of the Securities Exche
Act of 1934 during the preceding 12 months (ordioch shorter period that the registrant was requaodile such reports), and (2) has been
subject to such filing requirements for the past@g@s. Yeskl No O

Indicate by check mark if disclosure ofiniguent filers pursuant to Item 405 of RegulatiK is not contained herein, and will not be
contained, to the best of registrant's knowledgelefinitive proxy or information statements incorated by reference in Part Ill of this
Form 10-K or any amendment to this Form 10{K.

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

Large accelerated filedl Accelerated filer[x Non-accelerated filed Smaller reporting compani
(Do not check if a smaller



reporting company
Indicate by check mark whether the regigtis a shell company (as defined in Rule 12b-hefExchange Act). Ye&l No

The aggregate market value of the regisgaoting shares of Common Stock held by noriatiis of the registrant on June 30, 2008,
based on $12.30 per share, the last reported saéegd Common Stock on the Nasdaq Global Markethai date, was $300,783,708.

As of February 27, 2009, the registrarmt 88,884,814 shares of Common Stock outstanding.
DOCUMENTS INCORPORATED BY REFERENCE:

Portions of the information required bytRH of Form 10-K will appear in the registrantgfinitive Proxy Statement on Schedule 14A
for the 2009 Annual Meeting of Stockholders andleeeby incorporated by reference into this report.
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PART I

tem 1. BUSINESS

The Company

Momenta is a biotechnology company wittr@dpict pipeline of both complex mixture generic adel drugs. This pipeline is derived
from our proprietary, innovative technology platfofor the detailed structural analysis of complextare drugs. We use this platform to st
thestructure(thorough characterization of chemical componests)icture-procesgdesign and control of manufacturing process), and
structure-activity(relating structure to biological and clinical aty) of complex mixture drugs. The developmentduot candidates and
research programs from our generic and novel ptochrdidate portfolios are outlined below.

Momenta Pharmaceuticals—Product and R&D Pipeline

Generic Drugs and Follov-on Biologics (FOBs Novel Drugs
M-Enoxaparin (Generic Loven®)
Development Product Candidate M356 (Generic Copaxone®) M118 (Anticoagulant
M178 (FOB)
Research Programs Glycoproteins (FOB Oncology

Complex Generic and Follow-on Biologics Product tRaio

Our complex mixture generics and followinalogics effort is focused on building a thorougiderstanding of thstructure-process-
activity of complex mixture drugs to develop generic versiohmarketed products. While we use a similaryital and development
approach across all of our product candidatesai@r that approach for each specific product cdatdi. Our first objective is to apply our core
analytical technology to thoroughly characterizedtiuctureof the marketed product. By defining the chemiaahposition of multiple batch
of a marketed product, we are able to develop aivatpnce window which captures the inherent valitglof the innovator's manufacturing
process. Using this information, we then build ateesive understanding of tisgructure-processelationship to design and control our
manufacturing process to manufacture reproduciblgguivalent version of the marketed product. Wimeeessary, and as required by the
Food and Drug Administration, or FDA, we will suppient an application with additional supportsteicture-activitydata (e.g.,
immunogenicity, pharmacodynamics). Our goal islitain FDA approval for and commercialize generiéoiow-on versions of complex
mixture products, thereby providing high qualitgfesand affordable medicines to patients in need.

Our two most advanced complex generic aatds target marketed products which were origiregbroved by the FDA as New Drug
Applications, or NDAs. Therefore, we were able ¢oess the existing regulatory pathway for geneamcpct candidates and submit an
Abbreviated New Drug Application, or ANDA, for thegeneric candidatell-Enoxaparin is designed to be a technology-enabled generic
version of Lovenox®dnoxaparin sodium injection), a low molecular weigéparin, or LMWH, used to prevent and treat desip thrombosi:
or DVT, and to support the treatment of acute carpisyndromes, or ACS. This drug is a complex miitf polysaccharide chains derived
from naturally sourced heparin. Our second majoege product candidate M356, a technology-enabled generic version of Copaxone®
(glatiramer acetate injection), a drug that is ¢adied for the reduction of the frequency of relagagatients with Relapse-Remitting Multiple
Sclerosis, or RRMS. Copaxone consists of a compilieture of polypeptide chains. With M356, we hax¢éeaded

3




Table of Contents

our core characterization capabilities from therabgerization of complex polysaccharide mixturemtiude the characterization of complex
polypeptide mixtures.

In addition to our two complex generic poticandidates, which are both currently underewuy FDA, we have further extended our
analytical and development platform to pursue ger@rfollow-on versions of biologic drugs. Our effs onM178, as well as our ongoing
Glycoprotein Research Programare focused on developing generic or follow-orsigins of marketed therapeutic proteins which anived
from natural or cell based manufacturing procesBgshoroughly characterizing these biologic molesuwe seek to gain a deeper
understanding of the relationship between theirufeaturing processes and final product compositiGng goal is to replicate our
development approach with M-Enoxaparin and M356@ndue the development and commercialization dfipie generic or follow-on
versions of marketed therapeutic proteins.

Novel Drugs Portfolio

Our complex mixture novel drug research dexkelopment efforts leverage our analytical tedtapp platform andstructure-process
knowledge to develop novel drugs by studyingdtracture-activityof complex mixtures and develop novel drugs. With capabilities to
thoroughly characterize complex mixtures, we argeting our efforts to understand the relationgigpween structure and the biological and
therapeutic activity of various complex mixture gsuOur goal is to capitalize on the structurakbdsity and multi-targeting potential of these
complex mixtures to engineer novel drugs that wiebe will meet key unmet medical needs in varidiseases. While we believe that our
capabilities to engineer improved and novel comphéxture drugs can be applied across several ptadiegories with significant therapeutic
potential, such as polysaccharides, polypeptiddggfytoproteins, our initial focus has been in#éhea of complex polysaccharide mixtures.

Our lead novel drug candidate, M118, hanlengineered to possess what we believe will benproved therapeutic profile (compared
with other currently marketed products) to supploettreatment of ACS. We also are seeking to discaad develop novel therapeutics by
applying our technology to better understand tmetion of these polysaccharide mixtures in biolagjzrocesses, with an initial focus in
oncology.

Company Background

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

In this Annual Report on Form 10-K, themter"Momenta,
subsidiaries.

'we," "us" and "our" refer to Momemtharmaceuticals, Inc. and its

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

Our Internet addressvisvw.momentapharma.com/e are not including the information contained o web site as a part of, or
incorporating it by reference into, this Annual Repn Form 10-K.
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We make available free of charge on our websiteAsunual Reports on Form 10-K, Quarterly Reportd=onm 10-Q, Current Reports on
Form 8-K and amendments to those reports filediori$hed pursuant to Section 13(a) or 15(d) ofkehange Act, as soon as reasonably
practicable after we electronically file such matkwith, or furnish it to, the Securities and Eacdge Commission.

Our logo, trademarks, and service markstagroperty of Momenta. Other trademarks or sermarks appearing in this Annual Report
on Form 10-K are the property of their respectig&lbrs.

Our Technology

Our integrated technology platform for gtedy of complex mixtures utilizes three differgypes of analytical tools. First, we have
accumulated a comprehensive library of enzymeswkatse to break down the components of a compigture into smaller, measurable
units. Second, we apply proprietary improvementsstablished analytical techniques (such as Masisted Laser Desorption lonization-
Mass Spectrometry, or MALDI-MS, nuclear magnetisamance, or NMR, and capillary electrophoresi€GBr among others) to gather and
analyze information regarding the components, sirecand arrangement of the chemical building domkthe complex mixture. Third, we
apply proprietary mathematical methods to desdtieecomplete composition of each complex mixtupct candidate. It is the combination
of these tools that enables us to characterize ngolysaccharide, polypeptide and protein mixdure

While a similar integrated analytical apgeb is applied across different product categoviesgevelop a unique characterization toolkit
for each specific complex mixture product candid&ece the chemical components of the complex mexéme known étructure), we
(1) further employ these methods and data setwidésign and control of our manufacturing pro¢essicture-proces} to produce generic
and FOB versions of marketed drugs, and (2) refatesture to biological and clinical activitys{ructure-activity) to support our complex
generic product candidates. We use a similar agprtmengineer novel drugs to meet key unmet medaeds in various diseases.

Product Candidates
M-Enoxaparin

Our most advanced product candidate, M-Bpaxin, is designed to be a generic version of hoxeLovenox is a widely-prescribed
LMWH used for the prevention and treatment of D\iddo support the treatment of ACS. Lovenox isriisted worldwide by Sano#wentis
and is also known outside the United States asafie® and Klexane®.

Description of Our Prograr

Lovenox is a heterogeneous mixture of cexglugar chains that, in our view, prior to theligagion of our technology, had not been
adequately analyzed. The length and sequence stigeg chains vary, resulting in a diversity ofrai@al structures in the mixture. The current
description in the package insert of Lovenox inelidholecular weight distribution aidvitro measurements of Lovenox's ability to inhibit
blood clotting factors Xa and lla, or its anti-Xadeanti-lla activity. While molecular weight diditition provides a rough measure of the range
of chain lengths, it provides no information abdetailed sequences or chemical structures containeavenox. Similarly, thén vitro
measures of anti-Xa and anti-lla activity desciibgain aspects of anticoagulation but only pat#éfine the biological and clinical activity of
Lovenox. According to Sanofi-Aventis, only 15% t892 of the chains in LMWHSs contain sequences thad ko the factor that is responsible
for anti-Xa and anti-1la activity.
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FDA regulations and guidelines require thgeneric version of a product approved undena Drug Application, or NDA, must be
pharmaceutically equivalent to the branded druglpcoupon which the generic application is basezhdsic drugs are considered
pharmaceutically equivalent to their branded coynates if, among other things, they have the sartigeaingredient(s), dosage form, route of
administration and strength (or concentration). &drug to be interchangeable with the brandeduymtpd must be therapeutically equivalent,
meaning that it is pharmaceutically equivalent biméquivalent. Bioequivalent means that the gen@acluct candidate has the same rate and
extent of absorption as the innovator product. érdpeutically equivalent product is deemed to hheesame clinical effect and safety profile
as the innovator product. Our ability to apply technology to sequence and analyze complex mixhassllowed us to analyze Lovenox and
develop a process to make M-Enoxaparin a genergtoreof Lovenox. We believe that our generic praidiandidate is equivalent to Lovenox
with respect to the composition of its active irdjeats, its dosage form, its route of administratmd its strength—properties, which are all
essential to satisfying the FDA's requirementdlierapeutic equivalence.

In 2003, we formed a collaboration, whicé refer to as the 2003 Sandoz Collaboration, wéthd®z N.V. and Sandoz Inc., affiliates of
Novartis AG. Sandoz N.V. later assigned its riginid obligations under the 2003 Sandoz Collaboratid®andoz AG, and we refer to Sani
AG and Sandoz Inc. together as Sandoz. Under 108 3@ndoz Collaboration, we and Sandoz agreedctasixely develop, manufacture and
commercialize M-Enoxaparin in the U.S. In July 20@@ entered into a Stock Purchase Agreement amavastor Rights Agreement with
Novartis Pharma AG, and in June 2007, we and SaA@oexecuted a definitive collaboration and liceageeement, or the Definiti
Agreement, pursuant to which we expanded the gpbgranarkets covered by the 2003 Sandoz Collatwraélated to M-Enoxaparin to
include the European Union and further agreed ttusively collaborate with Sandoz AG on the devalept and commercialization of three
other follow-on and complex generic products fde $a specified regions of the world. We referhstseries of agreements collectively as the
2006 Sandoz Collaboration.

Potential Commercial Marke

Sanofi-Aventis reported worldwide saled.ofenox of approximately $4.0 billion in 2008, wigipproximately $2.4 billion coming from
the United States market.

Regulatory Matter:

Sandoz has submitted ANDAs in its naménRDA for M-Enoxaparin in syringe and vial fornsegking approval to market M-
Enoxaparin in the United States. Both ANDAs curiemtclude a Paragraph IV certification statingttBanofi-Aventis' patents for Lovenox
listed in the Orange Book, which lists all approwiedg products and therapeutic equivalence evalusitiare, among other things, invalid and
unenforceable. The FDA is currently reviewing theBMoxaparin ANDAs, including our manufacturing datad technology and
characterization methodology. In November 2007 ddanmeceived a letter from the FDA stating thatdienge ANDA for M-Enoxaparin was
not approvable in its then-current form becauseAiN®A did not adequately address the potentiaifanunogenicity of the drug product.
Starting in early 2008, we and Sandoz conferret thié FDA concerning the design of studies to askitiee FDA's concerns in this area. Tl
interactions led to the FDA's general concurrenitk aur proposed approach and to the submissi@m @fhmunogenicity amendment to the M-
Enoxaparin ANDA in September 2008. Although the ANE2view process is ongoing, the FDA has not retpgeBuman clinical trials at this
time. However, there can be no assurances th&DMAewill not require such studies in the future amel cannot predict with a high degree of
certainty the timing of any potential approval loé tM-Enoxaparin ANDA by the FDA. We and Sandozwaoeking together to prepare for the
commercialization of M-Enoxaparin, if and when apgd, by advancing manufacturing, supply chain, salds and marketing objectives.
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Under the HatckiYaxman Act, the first applicant to submit an ANDgx feview by the FDA that includes a Paragraph évtification may
be eligible to receive a 180-day period of generérket exclusivity. Both Amphastar Pharmaceutidals,, or Amphastar, and Teva
Pharmaceuticals USA, Inc., or Teva, submitted ANRAstaining Paragraph IV certifications prior ton8az' submission of the ANDA for M-
Enoxaparin, and either (or both) companies may higirts to a 18Qtay market exclusivity period. The Teva and AmpaasiNDAs were file(
prior to December 8, 2003; consequently, the ougofitigation between Sanofiventis and Teva and Amphastar resulted in theérigng o
the 180-day exclusivity period in early October 20@ithout any company receiving final ANDA apprav@andoz must wait until the
expiration of this 180-day period, or April 1, 2Q@fore being eligible to receive final FDA appabfor its ANDA. Although neither
Amphastar nor Teva has received an ANDA approvalf &darch 1, 2009, either or both companies mawiobapproval before Sandoz and
may establish long term supply agreements withtutginal customers before Sandoz can enter th&ehawvhich would hinder Sandoz' ability
to penetrate the market for generic enoxaparinymtsd

Legal Matters
Amphastar/Teva Patent Infringement Lawsuit

In September 2003, Amphastar and Teva seghrately filed an ANDA for enoxaparin containm&aragraph 1V certification. In
response, Sanofi-Aventis brought lawsuits for paitginingement against both companies. A decisibthe Court of Appeals for the Federal
Circuit, or Court of Appeals, in May 2008 affirmadlistrict court decision holding Aventis's Oramok patents on Lovenox unenforceable
due to inequitable conduct. In September 2008Cihnert of Appeals denied Sanofi-Aventis' petition forehearing or rehearing en banc. In
January 2009, Sanofi-Aventis petitioned the Unii¢ates Supreme Court for review of the case. Thigyalo commercialize and market M-
Enoxaparin may depend, in part, upon the final @ute of this litigation and we cannot be certain mwttee outcome of the litigation will be
final.

Sandoz Patent Infringement Lawsuit

In response to the Paragraph IV certifaraicontained in the Sandoz ANDAs for M-Enoxapdsianofi-Aventis brought patent
infringement suits against Sandoz. Sandoz movelistoiss the suits based upon the decision in thphfastar/Teva case, and in September
2008, the District Court ruled in favor of Sand8anofi-Aventis has appealed this decision to therGaf Appeals and this appeal is pending.
The automatic 30-month stay that issued upon titiation of this case, which prohibited FDA apprbe&Sandoz' ANDA, terminated in
August 2008 upon the entry of the final judgmenthi@ District Court. However, if this case is n@rdissed on appeal, or a dismissal is
reversed on a further petition to the Supreme Cdluetability to commercialize and market M-Enoxé@paould be significantly affected. We
cannot be certain when the outcome of this cadebwifinal or provide assurance that we will ultielg prevail.

Neither Teva nor Amphastar are currentlyketing a generic version of enoxaparin in the BhiStates, nor can they market such a
product in the United States unless the FDA apmd@vaphastar's or Teva's respective ANDA filings.

M356

M356 is designed to be a generic versio@afaxone (glatiramer acetate injection), a drutsisting of a complex mixture of polypeptide
chains. Copaxone is indicated for the reductiotheffrequency of relapses in patients with RRMSItidie sclerosis is a chronic disease of the
central nervous system characterized by inflammadiod neurodegeneration. Copaxone and severdiirgereta products are among the
leading products marketed for treating multipleesasis.
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Description of Our Prograr

Under our 2006 Sandoz Collaboration, we @addoz AG agreed to jointly develop, manufactue @mmercialize M356. Given its
structure as a complex mixture of polypeptide chaifhvarious lengths and sequences, there ardisgntitechnical challenges involved in
thoroughly characterizing Copaxone and in manufagguan equivalent version. We believe our techggloan be applied to characterize
glatiramer acetate and to develop a generic pratatthas the same active ingredients as Copaxone.

Potential Commercial Marke

In North America, Copaxone is marketed leyd Neuroscience, Inc., which is a subsidiary ofal@harmaceutical Industries Ltd. In
Europe, Copaxone is marketed by Teva Pharmaceutidastries Ltd. and Sanofi-Aventis. Teva repomextidwide sales of Copaxone of
approximately $2.3 billion in 2008, with approxirebt $1.4 billion from the U.S. market.

Regulatory Matter:

In December 2007, Sandoz submitted an ANIDiés name to the FDA containing a Paragraph Ixifieation seeking approval to market
M356 in the United States. In July 2008, the FDAififexl Sandoz that it had accepted the ANDA foriegwas of December 27, 2007. In
addition, the FDA's published database indicatasttie first substantially complete ANDA submitfed glatiramer acetate injection contain
a Paragraph IV certification was filed on Decemb#r2007, making Sandoz' ANDA eligible for the graha 180-day generic exclusivity
period upon approval.

Legal Matters

Teva has listed seven patents in the Or8ogé for Copaxone, all of which expire in May 2014 August 2008, in response to Sandoz'
ANDA filing and the Paragraph IV certification, T&eWwharmaceutical Industries Ltd. and related estdued Sandoz, Novartis AG and us for
patent infringement. Upon initiation of this litigan, an automatic 30-month stay issues preclutisgapproval of the ANDA filed by Sandoz.
This litigation is ongoing. The ability to commaeatize and launch M356 depends, in part, upon ta Hutcome of this litigation. While we
and Sandoz believe we will prevail and will vigosbudefend the case, we cannot be certain wheautomme of the litigation will be final ar
whether we and Sandoz will ultimately prevail.

M118

M118 is a novel anticoagulant that wasorally designed to capture, in a single therapy pisitive attributes of both unfractionated
heparin (reversibility, monitorability and broadihition of the coagulation cascade) and LMWH (ad&q bioavailability and predictable
pharmacokinetics to allow for convenient subcutaisesxdministration). We believe that M118 has thiempiial to provide baseline
anticoagulant therapy for patients diagnosed wi@SAvho are medically managed and who may or mayeggiire coronary intervention in
order to treat their condition, as well as for pats diagnosed with stable angina who require engoy intervention. We believe that the
properties of M118 observed to date in both prézdinand clinical investigations continue to sugpbe design hypothesis and may provide
physicians with a more flexible treatment optioarthis currently available. ACS includes severataées ranging from unstable angina, which
is characterized by chest pain at rest, to acutecarglial infarction, or heart attack, which is cadiby a complete blockage of a coronary ar
Currently, a majority of patients are initially meally managed with an anti-clotting agent, such.&®8VH or unfractionated heparin, or UFH,
in combination with other therapies. An increagimgportion of ACS patients are also proceedingattyantervention with procedures such as
angioplasty or coronary artery bypass graftingzABG. Both angioplasty and CABG require
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anticoagulant therapy to prevent clot formationimiyiand immediately following the procedure. M1&&lesigned to be a LMWH that could be
used in multiple settings, including initial medicaanagement, angioplasty or CABG.

Description of Our Prograr

M118 was rationally designed utilizing quoprietary analytical methods and technology tdrasls multiple desirable clinical attributes
anticoagulation therapy for ACS in a single ag&hese attributes include, among others, broad itivibof the coagulation cascade,
monitorability, reversibility, and predictable ph@acokinetics. M118 may also be administered bdtawenously and subcutaneously, allov
physicians the ability to institute convenient sulameous therapy during the medical managemenepfasCsS treatment and continue the
same anticoagulant administered intravenously shaulinterventional procedure be required. Theltesd our preclinical animal studies
suggest potential benefits of M118 over UFH an@pttMWHS, including:

. Increased efficacy In animal studies directly comparing M118 withidBnd other LMWHSs, M118 appeared to m
effectively prevent clotting of injured arteriesarrat, rabbit and canine thrombosis model. Theltesfin vivoandin vitro
experiments suggest that M118 acts at multipletpamthe coagulation cascade by inhibiting Fatar Factor lla, Factor IXa
and through the release of tissue factor pathwiaipiitor.

. Reversibility. Animal results also suggest that the a&iaitting effects of M118 are reversible by admieigig protamine sulfat
the standard drug used to reverse anticoagularttacExisting marketed LMWHSs are not fully revéske with protamine.

. Ability to monitor. Due to the presence of certain saccharide seqaendv118, we believe the a-clotting activity of M118
can be monitored by standard, point-of-care lalooyaests that detect the presence of Factor tithrombin. These assays,
which include activated clotting time, or ACT, aoeitinely used during interventional procedurestr&utly, existing marketed
LMWHs cannot be monitored efficiently with such time laboratory tests.

Based on analysis of Phase 1 clinical ddiid,8 has shown anticoagulant activity in a dosgeti@lent manner that is reversible with
protamine sulfate and is monitorable with a rapthpof-care assay, or ACT. The Phase 1 clinicéh déso indicate that M118 can be
concomitantly administered with other agents tylyaatilized to treat ACS, including aspirin, thiepyridines, and glycoprotein lib/llla
inhibitors. We expect that the ongoing Phase dadirstudy will provide important information abathe ability to use M118 as a procedural
anticoagulant. Additional Phase 2 clinical studies being planned to explore the use of M118 ifeptd diagnosed with ACS who are either
managed medically or proceed to early interventiarpercutaneous coronary intervention, or PCI.

Potential Commercial Marke

The broad anticoagulant/antithrombotic reark projected to generate greater than $6 billiomorldwide sales in 2010. Depending upon
the indications for which M118 use is approved, Blhas the potential to capture a portion of thisketa

Regulatory and Clinical Developme

In July 2006, we filed an Investigationaw Drug Application, or IND, with the FDA for our M 8 intravenous injection product and in
October 2006 began Phase 1 clinical trials to etalits human safety, tolerability and pharmacdiirgrofile. In October 2007, we began a
Phase 2a clinical trial to evaluate the feasibiitytilizing M118 intravenous injection as an aoagulant in patients
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with stable coronary artery disease undergoingytaneous coronary intervention. We expect enroltrirethe Phase 2a clinical trial to
conclude in the second quarter of 2009.

In March 2007, we filed an IND for our M1&8bcutaneous injection product, and in May 200¥ahePhase 1 clinical trials to evaluate its
human safety, tolerability and pharmacokinetic ieof

We are not currently able to estimate iméng of regulatory approval of M118.
Glycoproteins

We are applying our technology to the depeient of either generic or biosimilar glycoprotpioducts. We believe that this technology
can further be used in assisting pharmaceuticabéstdchnology companies in developing improved aext-generation versions of their
branded products by analyzing and modifying theginomixture, and can also be used to engineerlmmveplex mixture drugs.

Description of Our Prograr

Our glycoprotein program is focused on edteg our technology for the analysis of complegas to glycoproteins. The goal of the
program is to facilitate the development of follonw-biologics, or biogeneric or biosimilar versiafanajor marketed glycoprotein products.
Under our 2006 Sandoz Collaboration, we are cugreuplying our technology to develop a generiéatlow-on version of a marketed
glycoprotein in partnership with Sandoz. We reéethis product candidate as M178.

Potential Commercial Marke

Therapeutic proteins represent a sizaljesat of the U.S. drug industry, with sales expdtbeexceed $60 billion by 2010. Most of th
products are glycoprotein drugs, which contain bhal sugars that vary from molecule to moleculesgrsugars can impart specific biolo¢
properties to the glycoprotein drug and can ofmgrise a significant portion of the mass of thdeuole. Given the inadequacies of standard
technology, many of these glycoproteins have nehliboroughly characterized.

Regulatory Matter:

Many glycoprotein drugs are complex mixtdregs that have been approved by the FDA undeBilegic License Application, or BLA,
regulatory pathway. The BLA pathway was createdttdew and approve applications for biologic drtiuyst are typically produced from livir
systems. Presently, there is no abbreviated regylpathway for the approval of generic or biosanWersions of BLA-approved products in
the United States; however, there are emergingetjois for biosimilar products in the EU. We beédhat scientific progress in the analysis
and characterization of complex mixture drugskislii to play a significant role in the creationaof appropriate U.S. regulatory pathway in the
future.
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Discovery Progran

Our discovery program is focused on the thht complex sugars play in biological systemauiding regulating the development and
progression of disease. Our initial focus is indhea of cancer, a disease characterized by umtegutell growth, where we are seeking to
discover sugar sequences with argtircer properties for development as therapeWesare evaluating an oncology product candidateistia
the advanced discovery phase. Sugars play a ptre iconversion of normal cells into canceroussgéie regulation of tumor growth and
tumor invasion and metastasis. We believe thateximology can provide us with a better understandf the role of sugars in disease,
enabling us to discover novel sugar therapeutsyal as to discover new disease mechanisms dmabe targeted with other small molecule
and biologic drugs.

Research and Development Expenses

Research and development expenses cofisissis incurred in identifying, developing andtiteg product candidates. These expenses
consist primarily of salaries and related expeffigepersonnel, license fees, consulting fees, eshtresearch and manufacturing, and the costs
of laboratory equipment and facilities. Researath development expense for 2008 was $55.3 milliompmgared with $69.9 million in 2007 a
$46.9 million in 2006.

Collaborations and Licenses
Sandoz
2003 Sandoz Collaboration

Under the terms of the 2003 Sandoz Colkatimm, we and Sandoz agreed to exclusively work wéch other to develop and
commercialize injectable enoxaparin for any andredtlical indications within the United States. dldigion, we granted Sandoz an exclusive
license under our intellectual property rights éwelop and commercialize injectable enoxaparirafomedical indications within the United
States.

Under this collaboration, Sandoz makesagepayments to us. As mutually agreed, we prowadd, Sandoz pays us for internal expenses
incurred in scientific, technical and/or managemeaoitk. Sandoz is also responsible for funding safisally all of the other ongoing
development and commercialization costs and lega¢eses incurred with respect to injectable enoxapsubject to termination rights upon
reaching agreed upon limits. In addition, Sanddg, withe event there are no third party compesitmarketing a Lovenox-Equivalent Product,
as defined in the agreement, provide to us a sifate profits from M-Enoxaparin. Alternatively,tifiere are one or more third party
competitors marketing a Lovenox-Equivalent Prod8etndoz will either pay a royalty to us based drsakes of M-Enoxaparin or pay a
combination of royalty payments and a share ofifgiolepending on certain circumstances. In addiifocertain milestones are achieved with
respect to injectable enoxaparin under certainupistances, Sandoz may also make milestone paymoemssvhich would reach $55.0 million
if all such milestones are achieved. In all of thesenarios, a portion of the development expemsegertain legal expenses which have
exceeded a specified amount will be offset agdfresprofit-sharing amounts, the royalties and tlilestone payments. Sandoz may also offset
a portion of any product liability costs and cantather expenses arising from patent litigationiregahe profit-sharing amounts, the royalties
and the milestone payments.

The collaboration is governed by a joitesing committee and a joint project team, eaclsisting of an equal number of Sandoz and
Momenta representatives. Most decisions must beemadnimously, with Sandoz collectively having @née and Momenta having one vote.
Sandoz has sole authority to make decisions witheet to any litigation claiming that the manufaetwse or sale of the injectable enoxaparin
product infringes any patents listed in the OraBgek for Lovenox. In
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addition, Sandoz has the sole authority to detegmihether or not to launch M-Enoxaparin prior toeipt of final legal clearance from any
such infringement claims, as well as determineptiiee at which it will sell M-Enoxaparin.

We and Sandoz will indemnify each otherlémsises resulting from the indemnifying party's nr@igesentation or breach of its obligations
under the agreement. We will indemnify Sandoz ifageually misappropriate the know-how or trade sescof a third party. Sandoz will
indemnify us and our collaborators involved in dmxaparin program for any losses resulting fromlaigation by third parties, including
Sanofi-Aventis, claiming that the manufacture, assale of injectable enoxaparin infringes any pitdisted in the Orange Book for Lovenox,
any product liability claims with respect to injabte enoxaparin and any other claims relating éodivelopment and commercialization of
injectable enoxaparin. To the extent that any sesult from a third-party claim for which we atdigated to indemnify Sandoz, Sandoz will
have no obligation to indemnify us. After the egpion or termination of the agreement, these indéoation obligations will continue with
respect to claims that arise before or after thaiteation of the agreement due to activities thatuored before or during the term of the
agreement.

Unless terminated earlier, the agreemelhiexpire upon the last sale of injectable enoxaphy or on behalf of Sandoz in the United
States. Either party may terminate the collabonatéationship for material uncured breaches aageevents of bankruptcy or insolvency by
the other. Sandoz may also terminate the agreeifrtt product or the market lacks commercial Vighiif new laws or regulations are pas:
or court decisions rendered that substantially dlishi our legal avenues for redress, or, in multialses, if certain costs exceed mutually ag
upon limits. If Sandoz terminates the agreemertgpkdue to our uncured breach) or if we termitiaeagreement due to an uncured breach
by Sandoz, we will be granted an exclusive licemsder certain intellectual property of Sandoz teeda@p and commercialize injectable
enoxaparin in the United States and our obligatioimdemnify Sandoz will survive with respect taiohs that arise due to our exclusive
development or commercialization of injectable eapa¢in after the term of the agreement. In the eoka termination by Sandoz due to the
incurrence of costs beyond the agreed upon limigsmust pay certain royalties to Sandoz on ousalets of injectable enoxaparin. If Sandoz
terminates the agreement due to our uncured br&aetioz retains the exclusive right to develop@rdmercialize injectable enoxaparin in
the United States. Sandoz' profit sharing, royattgl milestone payment obligations survive and Szaratdigation to indemnify us will survive
with respect to claims that arise due to Sandadusive development or commercialization of injéiteenoxaparin after the term of the
agreement. In addition, if Sandoz terminates theeagent due to our uncured breach, Sandoz woudthriés rights of first negotiation with
respect to certain of our other products and gbts of first refusal outside the United States.

2006 Sandoz Collaboration

Under the 2006 Sandoz Collaboration, weaaglpd the geographic markets covered by the 200802aCollaboration related to M-
Enoxaparin to include the European Union and furdggeed to exclusively collaborate on the develapnand commercialization of three
other follow-on and complex generic products fde $a specified regions of the world. In Decemb@82, we and Sandoz AG terminated the
collaborative program with regard to one of thddialon products, M249, primarily due to its comniatprospects.

Pursuant to the terms of the Stock PurcAggeement, we sold 4,708,679 shares of commork $tollovartis Pharma AG at a per share
price of $15.93 for an aggregate purchase pricg76f0 million. This resulted in a paid premium aB% million as the closing price of our
common stock on the NASDAQ Global Market was $1365he date of the Stock Purchase Agreement. Lthée2006 Sandoz Collaboratir
each party has granted the other an exclusivede&cender its intellectual property rights to depedmd commercialize such products for all
medical indications in
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the relevant regions. We have agreed to provideldpment and related services on a commerciallyoregble best-efforts basis, which
includes developing a manufacturing process to nia&g@roducts, scaling up the process, contributirte preparation of regulatory filings,
further scaling up the manufacturing process toroencial scale, and related development of intali@gbroperty. We have the right to
participate in a joint steering committee, whichdsponsible for overseeing development, legalcmimercial activities which approves the
annual collaboration plan. Sandoz AG is responddrleommercialization activities and will exclusiy distribute and market the products.

Costs, including development costs anctt® of clinical studies, will be borne by the fxstin varying proportions, depending on the
type of expense and the related product. All coneiabzation responsibilities and costs will be bely Sandoz AG. Under the 2006 Sandoz
Collaboration, we are paid at cost for any extecosts incurred in the development of products wldevelopment activities are funded solely
by Sandoz AG, or partly in proportion where devetent costs are shared between us and Sandoz A@raNso paid for fultime equivalen
employees performing development services whereldpinent activities are funded solely by Sandoz &Gartly by proportion where
development costs are shared between us and SAGIokhe parties will share profits in varying propons, depending on the product. We
are eligible to receive up to $178.0 million in estone payments if all milestones are achieveththree product candidates remaining ul
collaboration. None of these payments, once redee refundable and there are no general rightstwrn in the arrangement. Sandoz AG
has agreed to indemnify us for various claims, aértain portion of such costs may be offset agaiertain future payments received by us.

The term of the Definitive Agreement exteidroughout the development and commercializagfcdhe products until the last sale of the
products, unless earlier terminated by either pautguant to the provisions of the Definitive Agrent. The Definitive Agreement may be
terminated if either party breaches the Definit\greement or files for bankruptcy. In addition, fo#owing termination rights apply to some
of the products, on a product-by-product basis:

. if clinical trials are required;

. if the parties agree, or the relevant regulatomharity states in writing, that our intellectuabperty does not contribute to
product approval;

. if Sandoz decides to permanently cease developamehtommercialization of a product; or

. by either party with respect to certain productéafiowing a change of control of the other padych other party fails to

perform its material obligation with respect to lsywoduct.

In addition, through the period ending Jedy 2011, we and Sandoz may negotiate additiaribmration agreements with respect to
certain products, including expanded territoriesciertain products already part of the collaboratibwe and Sandoz do not execute a
definitive agreement within a specified time frame, are permitted to enter into a transaction fimhsopportunity with a third party, provided
that the terms which we give to that third party b& no less favorable, taken as a whole, to ustti@terms last offered to Sandoz. If we do
not enter into a transaction with a third partyispecified time frame, then the negotiations betwes and Sandoz with respect to such prc
will start again, with the corresponding rights andigations if the parties do not execute a défiaiagreement within the specified time fra

Pursuant to the terms of the Investor Rigkdreement, we granted to Novartis Pharma AG icerégyistration rights and inspection rights.
Specifically, Novartis Pharma AG is entitled toggyback" and demand registration rights under grufties Act of 1933, as amended, with
respect to the shares of common stock purchasest timel Stock Purchase Agreement. We also grantedri® Pharma AG inspection rights
whereby, subject to certain exceptions, NovartigrRta AG may visit and inspect our properties awonds, discuss our business and financial
affairs with its officers,
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employees and other agents, and meet, at least anjear, with the members of our Board of Dirextor
Massachusetts Institute of Technoloy

In December 2001, we entered into a pdiegrise agreement with the Massachusetts Instiiitechnology, or M.1.T., pertaining to the
characterization and synthesis of sugars for tmpgae of researching, developing and commercigipioducts (other than sequencing
machines) and processes under the licensed patéigsagreement was subsequently amended andeck#tatarly November 2002 and has
been subsequently further amended. We enteredimémiditional patent license agreement with MihTate October 2002 which gave us the
right to develop and commercialize sequencing nmeshiSubject to typical retained rights of M.l.dahe U.S. government, these two
agreements grant us various exclusive and nonexelusorldwide licenses, with the right to grant Bobnses, under certain patents and patent
applications relating to:

. methods and technologies for characterizing su
. certain heparins, heparinases and other enzymes; an
. synthesis methods.

We must meet certain diligence requirementsder to maintain our licenses under the tw@aments. Under the agreements, we must
expend at least $1.0 to $1.2 million per year comeirgy in 2005 towards the research, developmentamimercialization of products and
processes covered by the agreements. In additemrevobligated to make first commercial salesraadt certain minimum sales thresholds of
products or processes including, under the ameadddestated agreement, a first commercial sadepobduct or process no later than June
2013 and minimal sales of products thereafter ramfiom $0.5 million to $5.0 million annually. MT. may convert the exclusive licenses
granted to us under the amended and restateddig@meement to non-exclusive licenses, as itsreatedy, if we fail to meet our diligence
obligations. Under the license agreement cover@giencing machines, M.1.T. has the right to trefailare by us to fulfill our diligence
obligations as a material breach of the licenseeagent.

In exchange for the licenses granted ineeagreements, we have paid M.1.T. license i$sas and we pay annual license and
maintenance fees ranging, in the aggregate, fraxb6$8 to $157,500. We are also required to payMrbyalties on certain products and
services covered by the licenses and sold by osioaffiliates or sublicensees, a percentage daiteother income received by us from
corporate partners and sublicensees, and cert@ntgarosecution and maintenance costs. We rec&tiéd, 500, $82,500 and $487,500 as
expenses related to these agreements in the yeded ®ecember 31, 2008, 2007 and 2006, respectively

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

Each agreement expires upon the expiratia@bandonment of all patents that issue and @eaded to us by M.I.T. under such agreement.
The issued patents include 31 United States patieatexpire between 2012 and 2023 and foreignteoparts of some of these. We expect
additional patents will issue from presently pegdihS. and foreign patent applications. Any sudemawill have a term of 20 years from the
filing date of the underlying application. M.I.T.ay terminate either agreement immediately if weseda carry on our business, if any
nonpayment by us is not cured within 60 days ofteminotice or if we commit a material breach featot cured within 90 days of written
notice. We may terminate either agreement for aagon upon six months notice to M.1.T., and, ummther agreement, we can separately
terminate the license under a certain subset ehpaights upon three months notice.
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We granted Sandoz a sublicense under tlemdaad and restated license agreement to certéire glatents and patent applications licensed
to us. If M.L.T. converts our exclusive licenseglenthis agreement to non-exclusive licenses deeitdailure to meet diligence obligations, or
if M.I.T. terminates this agreement, M.1.T. will hor the exclusive nature of the sublicense we grhtd Sandoz so long as Sandoz continu
fulfill its obligations to us under the collabomati and license agreement we entered into with Saadd, if our agreement with M.L.T. is
terminated, Sandoz agrees to assume our rightstaigdtions to M.1.T.

Patents and Proprietary Rights

Our success depends in part on our aliditybtain and maintain proprietary protection far technology and product candidates, to
operate without infringing on the proprietary riglf others and to prevent others from infringing proprietary rights. Our policy is to seek to
protect our proprietary position by, among othethuods, filing United States and foreign patent agapions related to our proprietary
technology and product candidates that are impbttetne development of our business. We alsooslyrade secrets, know-how, continuing
technological innovation and in-licensing opportigs to develop and maintain our proprietary positi

We license or own a patent portfolio offgent families, which presently includes 32 UniBtdtes patents and 68 United States patent
applications as well as foreign counterparts téageiof the United States patents and patent agijits. Our patent portfolio includes issued or
pending claims covering:

. methods and technologies for characterizing sugadsother heterogeneous mixtures;

. the use of certain naturally occurring heparinalseparinase variants and other enzymes;

. methods and technologies for synthesis of sui

. the composition of matter of certain novel LMWHscluding M118;

. methods to identify and analyze sugars associaitbdglycoproteins;

. methods of manufacture of certain polysaccharidspeptide and glycoprotein produc

. methods to analyze and monitor glycoprotein preffle purposes associated with the diagnosis,rgjagrognosis an

monitoring of cancer; and

. methods for thin vivonor-invasive delivery of sugar

A significant portion of our patent porifocovering methods and technologies for charazitegisugars consists of patents and patent
applications owned and licensed to us by M.l.Tadldition, a significant portion of the claims inrgaatent portfolio covering the composition
of matter of naturally occurring heparinases, hiegae variants and other enzymes, the use of tlegmrrinases and enzymes in the
characterization of sugars, the methods and teobies for chemical synthesis of sugars, and theposition of matter of novel low molecular
weight heparins consists of patents and patentcapioins that are owned and licensed to us by M.I.T

The patent positions of companies like @resgenerally uncertain and involve complex legal factual questions. Our ability to maint
and solidify our proprietary position for our tedhogy will depend on our success in obtaining effecclaims and enforcing those claims o
granted. We do not know whether any of our patpptieations will result in the issuance of any paite Moreover, any issued patent does not
guarantee us the right to practice the patentdthtdogy or commercialize the patented product. d parties may have blocking patents that
could be used to prevent us from commercializingpatented products and practicing our patentdehtdogy. Our issued patents and those
that may be issued in the future may be challenigedlidated or circumvented, which could limit calility to stop competitors from
marketing related products or the length of thantef
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patent protection that we may have for our produntaddition, the rights granted under any isspateints may not provide us with proprietary
protection or competitive advantages against comapgtwith similar technology. Furthermore, our quetitors may independently develop
similar technologies. For these reasons, we mag bamnpetition for our generic, biosimilar and nopeducts. Moreover, because of the
extensive time required for development, testind magulatory review of a potential product, it @spible that, before any of our novel heparin
or other products can be commercialized, any reélptdent may expire or remain in force for onlyhars period following commercialization,
thereby reducing any advantage of the patent.

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

Asset Purchase

In April 2007, we entered into an assetchase agreement, or the Purchase Agreement, withidP&LC, or Parivid, a provider of data
integration and analysis services to us, and SuRag, the principal owner and Chief Technology €¥fiof Parivid. Pursuant to the Purchase
Agreement, we acquired certain of the assets asuheed certain specified liabilities of Parivid telhto the acquired assets for $2.5 million in
cash paid at closing and up to $11.0 million inifddal payments, payable in a combination of caisti/or stock, if certain milestones are
achieved.

The contingent milestone payments incluatemtial cash payments of no more than $2.0 milfi@ertain milestones are achieved within
two years from the date of the Purchase Agreenmahttee issuance of up to $9.0 million of our comrstatk to Parivid if certain other
milestones are achieved within fifteen years ofdate of the Purchase Agreement. We believe tlistikely that we will make substantially
or all of the $2.0 million cash payment in 2009afidition, upon the completion and satisfactiothoe milestones that trigger the issuance of
shares of our common stock, we granted Parividateregistration rights under the Securities Ac1883, as amended, with respect to such
shares. We also entered into an employment agraemithnS. Raguram pursuant to the terms of the frage Agreement.

As part of our acquisition of assets froari¥id, two previous collaboration agreements we imsplace with Parivid were terminated. S.
Raguram is the brother of Ram Sasisekharan, a mrevfibeir Board of Directors. Ram Sasisekharan k&xkno consideration in connection
with the execution of the Purchase Agreement. Werded $0.2 million and $1.0 million as researct davelopment expense related to work
performed by Parivid in the years ended DecembgeP@07 and 2006, respectively.

Manufacturing

We do not own facilities for manufacturiagy products. Although we intend to rely on cortraenufacturers, we have personnel with
experience in manufacturing, as well as processldpwment, analytical development, quality assuramkequality control. Under the 2003
Sandoz Collaboration and the 2006 Sandoz Collaiborgbandoz is responsible for commercializationluding manufacturing, of the produ
covered by those agreements.

We have entered into various agreements thitd party contractors for process developmanalytical services and manufacturing. In
each of our agreements with contractors, we retaimership
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of our intellectual property and generally own amdire assigned ownership of processes, developnaath, results and other intellectual
property generated during the course of the perdoca of each agreement that primarily relate tgpooducts. Where applicable, we are
granted non-exclusive licenses to certain contrantellectual property for purposes of exploitithge products that are the subject of the
agreement and in a few instances we grant non-gixellicenses to the contract manufacturers forougside of our product area. The
agreements also typically contain provisions fathhmarties to terminate for material breach, baptayiand insolvency.

The starting material for manufacture oftbie!118 and M-Enoxaparin is UFH. In 2008, due te tccurrence of adverse events associatec
with the use of contaminated UFH, there were globadlls, including in the United States, of UFtdgucts. Based on its investigation, the
FDA identified a heparin-like contaminant in thepicated UFH products and recommended that marnuiast and suppliers of UFH use
additional tests to screen their UFH active phaeutcal ingredient. As a result of these UFH prddacalls and potential future recalls, the
U.S. government has placed certain restrictiond,raay decide to place additional restrictions,tmimport of raw materials, including UFH.

In addition, these restrictions have limited thenbver of suppliers who are able to provide UFH. Baftthese factors could make it difficult for
us to obtain our starting material, could increessts significantly or make these materials unatég!.

Sales, Marketing and Distribution

We do not currently have any sales, manigegind distribution capabilities, nor do we curkghtive any plans to build a sales, marketing
and distribution capability to support any of owoghucts. In order to commercialize any products #ne not encompassed by the 2003 Sandoz
Collaboration or 2006 Sandoz Collaboration, we neitier develop a sales, marketing and distributiérastructure or collaborate with third
parties that have sales, marketing and distribugxperience, and we will review these options asotluer product candidates move closer to
commercialization.

Competition

The development and commercialization afrptaceutical products is highly competitive. In #dvent that we were to receive approval
for, market and sell M-Enoxaparin, we would facenpetition from Sanofi-Aventis, the company currgmtlarketing Lovenox, and from other
firms if they receive marketing approval for gecerersions of Lovenox. Sanofi-Aventis may also d®to market a generic version of
Lovenox itself or through an authorized third-pattgtributor. While there are no generic versiohkavenox approved by the FDA to date,
ANDAs have been submitted to the FDA by Amphastara and Hospira, Inc., and other ANDAs or othgutatory applications may have
been submitted or will be submitted in the future.

In addition, other anticoagulants usechmtreatment of DVT and ACS will compete with ourBioxaparin product, should it be
approved by the FDA. These competitive producthithe GlaxoSmithKline plc's Factor Xa inhibitor, Ania®, which is approved in the
prevention and treatment of several DVT indicatjarad other LMWH products. We are also aware oéio#imticoagulant drugs in
development for the treatment of DVT, including tigeneration LMWHSs and several Factor Xa or Falitomhibitors that are in clinical
trials. The Factor Xa inhibitors include AVE5026dadrabiotaparinux ,which are being developed bydfiaAventis, rivaroxaban, which is
being developed by Bayer AG and Johnson & JohnéanrRaceutical Research & Development, L.L.C., gugilan, which is being
developed by Bristol-Myers Squibb Company. The &&ldt inhibitors in development include dabigatetaxilate, which is being developed
by Boehringer Ingelheim GmbH.
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Our M118 product is targeted to supportirent of patients with ACS. Potential competitireducts to M118 include: the Medicines
Company's direct thrombin inhibitor, Angiomax®, whiis approved for use in angioplasty; and varmther LMWH and unfractionated
heparin products. In addition, GlaxoSmithKline'sxfma, which is approved in DVT, has a pending aatlon to treat patients with ACS,
though it is not currently approved in this indioat Several other anticoagulant drugs are in agrakent for ACS, included synthetic Factor
Xa and Factor lla inhibitors and aptamer-basedies. M118 also faces competition from produdigiothan anticogulants, such as oral and
injectible platelet inhibitors, which may be usedhe treatment of ACS.

In the field of complex mixtures, there asveral competitors seeking to provide additi@halracterization or create biosimilar, generic,
and/or improved versions of marketed complex pregluglycoFi, a wholly-owned subsidiary of Merck &CInc., possesses selected
analytical and engineering capabilities which cdugdapplied to creating biosimilar, generic, or ioyed versions of complex protein-based
products. Companies such as Teva, Sandoz, BioGei& Stada Arzneimittel, Cangene Corporation artiéMedix Ltd., a wholly-owned
subsidiary of Reliance Life Sciences, also haveldégd intentions to develop and commercialize germad/or improved versions of marke
protein products in the U.S. or Europe. Most oktheompanies have experience with manufacturingptaprotein products or with
commercializing generic products. There has bebstauntial growth in recent years in the numberasfegic and pharmaceutical companies
looking to develop biosimilar or generic versiorigpmtein-based products. Biotechnology and phasutical companies also continue to
invest significantly in better understanding thmivn products or creating improved versions of mettg@roducts.

Similarly, our discovery work in oncologydes substantial competition from major pharmacabliéind other biotechnology companies
that are actively working on improved and noveltépeutics. One company competing most directly withapproach of developing sugar-
based therapeutics for oncology is Progen Industiimited. Pfizer Health AB has also conducted stigative clinical trials using Fragmin as
a therapeutic drug for cancer; while there areppr@ved indications, selected trials are ongoing.

The field of glycobiology generally is aogring field with increased competition. However ttapabilities of the field can generally be
segmented into those companies using sugars apthdics, companies focused on engineering or yindiugars, including pegylation
technologies, and companies focused on analyticerfy those in analytics, we are not aware of ottiershave similar capabilities for
detailed chemical characterization of complex ssigarocognia Limited's technology is largely foalsa analyzing proteins and their
glycosylation. In addition, many major pharmacealtend biotechnology companies such as Amgen aogeBildec Inc. have successfully
improved products through sugar modification. Ptiééicompetitors with broad glycobiology capabégiinclude Neose Technologies, Inc.,
Keryx Pharmaceuticals and Pro-Pharmaceuticals amavell as many private, start-up pharmaceutiggmizations. Many of these companies
are focused on providing services to pharmaceutimalpanies rather than focused on drug discovedypasduct development.

Regulatory and Legal Matters

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

United States Government Regulation

In the United States, the information timaist be submitted to the FDA in order to obtainrapal to market a new drug varies depending
on whether the drug is a new product whose safety
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and effectiveness has not previously been demaedtia humans, or a drug whose active ingredieatgd)certain other properties are the s
as those of a previously approved drug. Approvalest drugs follow either the NDA or BLA routes, aadrug that claims to be the same ¢
already approved NDA drug may be able to follow ANDA route. Presently, there is no statutory rdigtean abbreviated approval of a
generic or follow-on biologic under the Public Heabervice Act.

NDA and BLA Approval Processe

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

. completion of preclinical laboratory tests, anirstaldies and formulation studies under the FDA'saniirgood laboratory
practices;
. submission to the FDA of an IND for human clinitedting, which must become effective before huniemical trials may begit

and must include independent Institutional Revievail, or IRB, approval at each clinical site befibre trial is initiated,;
. performance of adequate and \-controlled clinical trials to establish the safatyd efficacy of the product for each indicati

. Completion of developmental chemistry, manufactyiand controls activities and manufacture underecuirGood
Manufacturing Practices, or cGMP.

. submission to the FDA of an NDA or BL/
. satisfactory completion of an FDA Advisory Comméttesview, if applicable

. satisfactory completion of an FDA inspection of thanufacturing facility or facilities at which tipeoduct is produced to assess
compliance with cGMPs to assure that the facilitiesthods and controls are adequate to presendrtigés identity, strength,
quality and purity or to meet standards designezhg&ure the biologic's continued safety, purity poténcy; and

. FDA review and approval of the NDA or BLA.

Preclinical tests include laboratory evétues of product chemistry, toxicity and formulatjas well as animal studies. An IND sponsor
must submit the results of the preclinical tesigether with manufacturing information and anabftidata, to the FDA as part of the IND. An
IND will automatically become effective 30 dayseafteceipt by the FDA unless, before that time,RB& raises concerns or questions about
issues such as the conduct of the trials as odtiiméhe IND. In that case, the IND sponsor andRB& must resolve any outstanding FDA
concerns or questions before clinical trials catped. Submission of an IND may not result in tBéFRllowing clinical trials to commence.

Clinical trials involve the administratiorf the investigational product to human subjectpatients in accordance with specific protocols
and under the supervision of qualified investigat&ach clinical trial protocol must be submittedite FDA as part of the IND, and an IRB at
each site where the study is conducted must alsmae the study. Clinical trials typically are camtied in three sequential phases, but the
phases may overlap or be combined. Phase 1 teakly involve the initial introduction of the insigational drug into humans to evaluate the
product's safety, dosage tolerance, pharmacokgetid pharmacodynamics. If feasible, Phase 1 stadse attempt to detect any early
indication of a drug's potential effectiveness.d#ha trials usually involve controlled trials itimited patient population to evaluate dosage
tolerance and appropriate dosage, identify possitherse effects and safety risks and evaluatprideninary efficacy of the drug for specific
indications.
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Phase 3 trials usually test a specific hypoth@sesaluate clinical efficacy and test further fafety in an expanded patient population. Pha:
Phase 2 and Phase 3 testing may not be completedssfully within any specified period, if at &lirthermore, the FDA or a sponsor may
suspend or terminate clinical trials at any timevarious grounds, including a finding that the sglg or patients are being exposed to an
unacceptable health risk.

Assuming successful completion of the regpliclinical testing, the results of the preclihistudies and of the clinical studies, together
with other detailed information, including infornia on the chemistry, manufacture and control efghoduct, are submitted to the FDA in the
form of an NDA or BLA requesting approval to markie¢ product for one or more indications. The F2Riews an NDA to determine, among
other things, whether a product is safe and effedbr its intended use and whether its manufaatuis cGMP-compliant to assure and
preserve the product's identity, strength, quaitg purity. The FDA reviews a BLA to determine, aigother things, whether the product is
safe, pure and potent and the facility in whicis mnanufactured, processed, packed or held meetdastds designed to assure the product's
continued safety, purity and potency. The FDA nmefuse to accept and review insufficiently compkbgelications.

Before approving an NDA or BLA, the FDA \ihspect the facility or the facilities at whiche product is manufactured. If the FDA
determines the application, manufacturing processanufacturing facilities are not acceptable, ilt utline the deficiencies in the submiss
and often will request additional testing or infation. Notwithstanding the submission of any retggtadditional information, the FDA
ultimately may decide that the application doessatisfy the regulatory criteria for approval.

The testing and approval process requirbstantial time, effort and financial resourceg] aach may take several years to complete.
Moreover, after approval, some types of changése@pproved product, such as adding new indicstimanufacturing changes and additic
labeling claims, are subject to further FDA reviemd approval.

ANDA Approval Proces:

FDA approval is required before a genegiaiealent of an existing brand name drug may beketad. Such approval for products is
typically obtained by submitting an ANDA to the Fad demonstrating therapeutic equivalence. Howévisrwithin the FDA's regulatory
discretion to determine the kind and amount of e required to approve a product for marketingANDA may be submitted for a drug
the basis that it is the same as a previously agprbranded drug, also known as a reference lategl Specifically, the generic drug that is
the subject of the ANDA must have the same actigeedient(s), route of administration, dosage fang strength, as well as the same
labeling, with certain exceptions, and the labehmgst prescribe conditions of use that have beeviquisly approved for the listed drug. If the
generic drug product has a different route of adshiation, dosage form, or strength, the FDA muanhga suitability petition approving the
differences(s) from the listed drug before the ANBWy be filed. The ANDA must also contain data arfdrmation demonstrating that the
generic drug is bioequivalent to the listed drugf the application is submitted pursuant to apraped suitability petition, information to sh
that the listed drug and the generic drug can Ipe&ked to have the same therapeutic effect wherné&tared to patients for a proposed
condition of use.

Generic drug applications are termed "afiated" because they are not required to duplitegeclinical (human) testing or, generally,
preclinical testing necessary to establish the dyidg safety and effectiveness of the branded pchdHowever, the FDA may refuse to
approve an ANDA if there is insufficient informatido show that the active ingredients are the samdeto demonstrate that any impurities or
differences in active ingredients do not affectshéety or efficacy of the generic product. In diddi, like NDAs, an ANDA will not be
approved unless the product is manufactured in
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cGMP-compliant facilities to assure and presereediug's identity, strength, quality and purity.i8she case for NDAs and BLAs, the FDA
may refuse to accept and review insufficiently ctetgg ANDAS.

In an ANDA submission, determination of tlsameness" of the active ingredients to thosearréference listed drug is based on the
demonstration of the chemical equivalence of themmnents of the generic version to those of thaded product. While the standard for
demonstrating chemical equivalence is relativaigightforward for small molecule drugs, it is inbetly more difficult to define sameness for
the active ingredients of complex drugs. UnderNIBA pathway, these types of drugs include such ypetlas heparins and recombinant
versions of certain hormones, among others. Dtieetdimited number of ANDA submissions for generiamplex drugs, the FDA has not
reached a final position for demonstrating chemécplivalence for many of these products specificalbr provided broad guidance for
achieving "sameness" for complex drugs in genérahany cases, the criteria the FDA may apply illeesolving. Additionally, for
glycoprotein drugs approved by the BLA regulatoagipvay, no abbreviated regulatory pathway curresigts. Although, to our knowledge,
the FDA has not provided official guidance on tbgdl and scientific aspects of follow-on biologiegulation, legislation has been proposed
each year since 2006 to establish an abbreviajeweg pathway. We anticipate this pending legistatvill be the subject of significant
Congressional debate in the near future, as wedidy/ing efforts by both generic and branded plzareatical companies.

To demonstrate bioequivalence, ANDAs geheraust also contaiin vivo bioavailability data for the generic and brandeaigdt
"Bioavailability" indicates the rate and extentatifsorption and levels of concentration of a druglpct in the bloodstream needed to produce a
therapeutic effect. "Bioequivalence” compares tioavmilability of one drug product with anothergdamhen established, indicates that the rate
of absorption and levels of concentration of a gierdrug in the body are the same as the previcagphroved branded drug. The studies
required to demonstrate vivo bioequivalence are generally very small, quickdmplete, and involve relatively few subjects. Underrent
regulations, the FDA may waive requirementsifovivo bioequivalence data for certain drug products idicig products where
bioequivalence is self evident such as injectablet®ns which have been shown to contain the sactige and inactive ingredients as the
reference listed drug. The FDA, however, does tvahys waive requirements far vivo bioequivalence data. For example, bioequivalenta
was required for the M-Enoxaparin ANDA submission.

Generic drug products that are found tthieeapeutically equivalent by the FDA receive ari fating in FDA's Orange Book, which lists
all approved drug products and therapeutic equinglevaluations. Products that are therapeutiegilyjvalent can be expected in the FDA's
judgment to have equivalent clinical effect anddiference in their potential for adverse effectsenw used under the conditions of tt
labeling. Products with "A" ratings are generallfstitutable for the innovator drug by both in-hitsipand retail pharmacies. Many health
insurance plans require automatic substitutior'Adrrated generic versions of products when theyarailable, although physicians may still
prescribe the branded drug for individual patients.

The timing of final FDA approval of a geiedrug for commercial distribution depends on gets of factors, including whether the
applicant challenges any listed patents for thg @mnd/or its use and whether the manufacturereobthnded product is entitled to one or more
statutory exclusivity periods, during which the Fx¥prohibited from accepting or approving geng@rieduct applications. For example,
submission of an ANDA for a drug that was approuader an NDA as a new chemical entity will be biedKor five years after the pioneer's
approval, or for four years after approval if thgplication includes a paragraph IV certificationnai-infringement or invalidity against a
patent applicable to the branded drug. This pddiaircumstance does not apply to M-Enoxaparinrbay apply to future generic products
that we pursue. In certain circumstances, a reguylaxclusivity period can extend beyond the lif@agatent, and thus block ANDAs from
being approved on or after the patent expiratide.deor example, a three-year exclusivity period e
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granted for new uses or versions of previously eygd drugs, if approval of such changes requiredsgfonsor to conduct new clinical studies.
In addition, the FDA may extend the exclusivityapproduct by six months past the date of patentemp other regulatory exclusivity if the
manufacturer undertakes studies on the effectedf iroduct in children, a so-called pediatric esien.

Pos-Approval Requirements

After regulatory approval of a product i#@ned, we are required to comply with a numbegvasitapproval requirements. For example
a condition of approval of an NDA or BLA, the FDAamrequire post-marketing testing and surveillailoceonitor the product's safety or
efficacy. Our post-approval regulatory obligatioasd the cost of complying with such obligatiorsyld expand in the future.

In addition, holders of an approved NDA,ABlor ANDA are required to report certain adversaations and production problems to the
FDA, to provide updated safety and efficacy infotimaand to comply with requirements concerningeatising and promotional labeling for
their products. Also, quality control and manufaictg procedures must continue to conform to cGMBrafpproval. The FDA periodically
inspects manufacturing facilities to assess compéavith cGMP, which imposes certain procedurddsgantive and recordkeeping
requirements. Accordingly, manufacturers must caito expend time, money and effort in the argar@duction and quality control to
maintain compliance with cGMP and other aspectegfilatory compliance.

Discovery of problems with a product ofdat to comply with the applicable United Stateguieements at any time during the product
development process, approval process or afteoapphmay subject an applicant to administrativgudicial sanctions. These sanctions could
include a clinical hold on or termination of stuslithe FDA's refusal to approve pending applicatitinense suspension or revocation,
withdrawal of an approval, restriction on marketimgrning letters, product recalls, product seigutetal or partial suspension of productiol
distribution, injunctions, fines, civil penalties ariminal prosecution. Also, new government regmients may be established that could delay
or prevent regulatory approval of our products urielopment.

Patent Challenge Process Regarding AND

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

If there is a patent listed for the branded in the FDA's Orange Book at the time of sig®ioin of the ANDA, or at any time before the
ANDA is approved, the generic company's ANDA musiude one of four types of patent certificatiothaiespect to each listed patent. If the
applicant seeks approval to market the genericvatprit prior to the expiration of a listed patehg generic company includes a certification
asserting that the patent is invalid, unenforceahl#or not infringed, a so-called "paragraph Itiieation." Within 20 days after receiving
notice from the FDA that its application is accdyeafor review, or immediately if the ANDA has beamended to include a paragraph IV
certification after the application was submittedtie FDA, the generic applicant is required todsére patent owner and the holder of the M
for the brand-name drug notice explaining why lidhees that the listed patents in question arelidvanenforceable or not infringed. If the
patent holder commences a patent infringement lawsthin 45 days of receipt of such notice, thet¢thaWaxman Act provides for an
automatic stay on the FDA's ability to grant fiapproval of the ANDA for the generic product, gealigrfor a period of 30 months. A 30-
month stay may be shortened or lengthened by d oader if the district court finds that a partysHailed to reasonably
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cooperate in expediting the action. Moreover, tiséridt court may, before expiration of the stagstie a preliminary injunction prohibiting the
commercial sale of the generic drug until the coules on the issues of validity, infringement, amforceability. If the district court finds that
the relevant patent is invalid, unenforceable,arinfringed, such ruling terminates the B@nth stay on the date of the judgment. If it igfiy
determined that the patent is valid, enforceabid,iafringed, approval of the ANDA may not be gethprior to the expiration of the patent. In
addition, if the challenged patent expires durimg 30month period, the FDA may grant final approvaltiee generic drug for marketing, if t
FDA has determined that the application meetsahnical and regulatory requirements for approwdl there are no other obstacles to
approval.

In most cases, patent holders may onlyiolotae 30 month stay with respect to patents ligtetie Orange Book. Specifically, for AND,
with paragraph IV certifications to a patent listedthe branded drug in the Orange Book on o &tegust 18, 2003, a single 3fenth stay i
available for litigation related to that patentyiilthe patent was submitted to the FDA beforedhte that the ANDA (excluding an
amendment or supplement) was submitted. In othedsy@0-months stays are not triggered by latezdipatents submitted to the FDA on or
after the date the ANDA application was submitecause of this limitation, in most cases ANDAd W# subject to no more than one 30-
month stay.

Under the Hatch-Waxman Act, the first ANRAplicant to have submitted a substantially conephXIDA that includes a paragraph 1V
certification may be eligible to receive a 180-geyiod of generic market exclusivity during whitle tFDA may not approve any other ANDA
for the same drug product. However, this exclugidites not prevent the sponsor of the innovatog ¢ham selling an unbranded "authorized
generic" version of its own product during the 188 exclusivity period. This period of market exsiliity may provide the patent challenger
with the opportunity to earn a return on the rikeen and its legal and development costs anditd isimarket share before other generic
competitors can enter the market. Under the HatebxWan law, as amended by the Medicare Modernizatatrof 2003, or MMA, there are a
number of ways an applicant who has filed an AND&rethe date of the MMA may forfeit its 180-daycissivity, including if the ANDA is
withdrawn or if the applicant fails to market itoguct within the specified statutory timeframeaghieve at least tentative approval within the
specified timeframe. In addition, for ANDASs filedter the MMA was enacted, it is possible for mdrart one ANDA applicant to be eligible
for 180-day exclusivity. This occurs when multipfiest” applicants submit substantially complete BNs with paragraph IV certifications on
the same day.

Follow-on Biologics

The BLA regulatory pathway was createdetew and approve new applications for drugs thatypically produced from living syster
Presently, there is no abbreviated regulatory payhiier the approval of generic or biosimilar versi@f BLA-approved products in the United
States; however, there are emerging biosimilarejurds in the EU. Pending legislation would, if etea, create a regulatory pathway at the
FDA for applicants to seek approval of follow-omloigics. We believe that scientific progress indnalysis and characterization of complex
mixture drugs may influence the content of such & Wegulatory pathway in the future. Dependingwether such legislation is enacted, and
the content of the legislation, the FDA could ulitely have the authority to exercise its discretmapprove follow-on biologics with limited
clinical testing or without the need for clinicabis, and follow-on biologic manufacturers couikk to challenge the patent rights of branded
products prior to commercial launch. We are noteablpredict whether future legislation in thisaareill follow the existing ANDA process or
an alternative approach and our ability to pursuefallow-on biologic opportunities is dependenttbe enactment of legislation as well as the
content of any resulting legislation.
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Foreign Regulation

In addition to regulations in the Unitectes, we will be subject to a variety of foreiggutations governing clinical trials and commer:
sales and distribution of our products when we raihtese markets. Whether or not we obtain FDA apgirfor a product, we must obtain
approval of a clinical trial application or proddmm the applicable regulatory authorities of fgrecountries before we can commence clir
trials or marketing of the product in those cowegriThe approval process varies from country tagguand the time may be longer or shorter
than that required for FDA approval. The requiretaggoverning the conduct of clinical trials, protilicensing, pricing and reimbursement
vary greatly from country to country.

Under European Union regulatory systemsmag submit marketing authorizations either undeerralized or decentralized procedure.
The centralized procedure provides for the grara sihgle marketing authorization that is valid &irEuropean Union member states. The
decentralized procedure provides for mutual redggnbf national approval decisions. Under thisqaaure, the holder of a national marketing
authorization from one EU member state (the ref@enember state) may submit an application togh®ming member states. Generally,
each member state decides whether to recognizefégrence member state's approval in its own cguntr

Related Matters

From time to time, legislation is draftéatroduced and passed in Congress that could ggnify change the statutory provisions
governing the approval, manufacturing and marketihgroducts regulated by the FDA or reimbursedenndedicare by the Center for
Medicare Services. In addition, FDA regulations gadlance are often revised or reinterpreted byagency in ways that may significantly
affect our business and our products. It is imgmesd predict whether legislative changes willdmacted, or FDA regulations, guidance or
interpretations changed, or what the impact of stl@nges, if any, may be.

Hazardous Materials

Our research and development processeb/atite controlled use of certain hazardous mdseaiad chemicals, including radioactive
materials and equipment. We are subject to fedstate and local laws and regulations governingifee manufacture, storage, handling and
disposal of hazardous materials and waste prodtgsdo not expect the cost of complying with thieses and regulations to be material.

Employees

We believe that our success will depenatlyen our ability to identify, attract and retaiapable employees. As of December 31, 2008,
we had 167 employees, including a total of 52 eyges who hold M.D. or Ph.D. degrees. Our emplogeesiot represented by any collective
bargaining unit, and we believe our relations veitih employees are good.
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Iltem 1A. RISK FACTORS

Statements contained or incorporated by referendfis Annual Report on Form 10-K that are not lthea historical fact are "forward-
looking statements” within the meaning of the Revaecurities Litigation Reform Act of 1995, Secfi@A of the Securities Act of 1933, as
amended, and Section 21E of the Exchange Act. Thiegard-looking statements regarding future eveartd our future results are based on
current expectations, estimates, forecasts, prigest intentions, goals, strategies, plans, prospaad the beliefs and assumptions of our
management including, without limitation, our exjagions regarding results of operations, generati @aministrative expenses, research and
development expenses, current and future develdpandmanufacturing efforts, regulatory filingsinital trial results and the sufficiency of
our cash for future operations. Forward-lookingtst@ents can be identified by terminology such asicgate," "believe," "could," "could
increase the likelihood," "hope," "target,” "projgt"goals,"” "potential,” "predict,” "might," "esthate, " "

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

We cannot assure investors that our assumptioneapdctations will prove to have been correct. Irtgpt factors could cause our
actual results to differ materially from those iodied or implied by forward-looking statements.ISfactors that could cause or contribute to
such differences include those factors discusskmhb&Ve undertake no intention or obligation to aplor revise any forward-looking
statements, whether as a result of new informafignye events or otherwise. If any of the follagvitsks actually occur, our business, finan
condition or results of operations would likely feuf

Risks Relating to our Business

We have a limited operating history and have incadra cumulative loss since inception. If we do generate significant revenues, we will
not be profitable.

We have incurred significant losses sineeinception in May 2001. At December 31, 2008, accumulated deficit was $257.0 million.
We have not generated revenues from the sale gbpruicts to date. We expect that our annual opegrédsses will increase over the next
several years as we expand our drug commerciaizadievelopment and discovery efforts. To becoroéitable, we must successfully deve
and obtain regulatory approval for our existinggloandidates, and effectively manufacture, markdtsell any drugs we successfully deve
Accordingly, we may never generate significant raes and, even if we do generate significant resgnwe may never achieve profitability.

To become and remain profitable, we musteed in developing and commercializing drugs wignificant market potential. This will
require us to be successful in a range of chaltengctivities: developing drugs; obtaining regutatapproval for them through either existing
or new regulatory approval pathways; clearing a&tdyg infringing patent rights; and manufacturingstdbuting, marketing and selling them.
We may never succeed in these activities and megrrgenerate revenues that are significant or langeigh to achieve profitability. Even if
we do achieve profitability, we may not be ableststain or increase profitability on a quarterhyaanual basis. Our failure to become and
remain profitable would cause the market pricelof@mmon stock to decrease and could impair ollityatw raise capital, expand our
business, diversify our product offerings or conéirour operations.

If we fail to obtain approval for and commercializeur most advanced product candidate -Enoxaparin, we may have to curtail our
product development programs and our business wdaddmaterially harmed

We have invested a significant portion of time, financial resources and collaboration eéfin the development of our most advanced
product candidate, M-Enoxaparin, a technology-esthigeneric
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version of Lovenox. Our near-term ability to genenavenues and our future success, in large ¢ggpend on the successful development and
commercialization of M-Enoxaparin.

In accordance with our 2003 Sandoz Collation, Sandoz has submitted ANDAs to the FDA sagkinproval to market MEnoxaparin il
the United States. In November 2007, Sandoz redeiMetter from the FDA stating that the syringe[@Nfor M-Enoxaparin was not
approvable because the ANDA did not adequatelyesddihe potential for immunogenicity of the drugdarct. In September 2008, Sandoz
submitted an amendment to the M-Enoxaparin ANDAny of the following occurs, we may never realtieeenue from this product, we may
have to curtail our other product development paots and, as a result, our business would be mijtdreaamed:

. if the response filed in September 2008 fails tevaar the FDA's questions related to the potentiaifimunogenicity of th
drug product;

. if we fail to answer any subsequent questions fileenFDA to its satisfaction as it proceeds withrégiew of the M-Enoxaparin
ANDA;

. if we are unable to satisfactorily demonstrateapeutic equivalence of -Enoxaparin to Loveno»

. if the FDA disagrees with our characterization aggh or does not agree that M-Enoxaparin is egeitab Lovenox;

. if we otherwise fail to meet FDA requirements fioe tANDA (including, but not limited to, manufactag and bioequivalence

requirements); or

. if we fail to obtain FDA approval for, and succeslf commercialize, M-Enoxaparin.
If other generic versions of Lovenox are approveddasuccessfully commercialized, our business wosldfer.

In March 2003, Amphastar and Teva each dtdnANDAS for generic versions of Lovenox withetkRDA. In 2007, Hospira, Inc. filed
ANDA s for generic versions of Lovenox with the FDIA.addition, other third parties, including, witltdimitation, Sanofi-Aventis, may seek
approval to market generic versions of Lovenoxhim tnited States. If a competitor obtains FDA apglor if Sanofi-Aventis decides to
market its drug as a generic or license it to agrotiompany to be sold as a generic, both knownidmezed generics, the financial returns to
us from the marketing of M-Enoxaparin would be miatly adversely affected. Under these circumstanee may not gain any competitive
advantage and the resulting market price for olEmdxaparin product may be lower, our commerciahtdumay be delayed or we may not be
able to launch our product at all. Also, we mayereachieve significant market share for M-Enoxap#rone or more third parties markets
generic versions of Lovenox. Under the Hatch-Waxwety any developer of a generic drug that is fioshave its ANDA accepted for review
by the FDA, and whose submission includes a paphgi¥ certification, is eligible to receive a 18@ydperiod of generic market exclusivity.
Sandoz was not the first applicant to file an epaxin ANDA with a paragraph IV certification, sor##z will be forced to wait until the
expiration of Teva and/or Amphastar's exclusivigyipd, which will be April 1, 2009, before beinglalo receive FDA final approval of its
application. As a result, Teva and/or Amphastar tmaye the opportunity to establish long term supglseements with institutional customers
before we can enter the market, which would hirerability to penetrate the market for genericxaparin products.

The 2003 Sandoz Collaboration contains samhich specify the sharing of commercial returhMeEnoxaparin between us and Sandoz.
Under circumstances when one or more third pastiesessfully commercialize a generic version ofdrax, significantly less favorable
economic terms for us would be triggered. Consetiyyghother generic versions of Lovenox are ap@w and commercialized, our revenues
from M-Enoxaparin would be reduced and, as a resultbusiness,

26




Table of Contents

including our near-term financial results and obifity to fund future discovery and developmentgnams, would suffer.

Our patent litigation with Teva Pharmaceutical Indiiries Ltd., the innovator of Copaxone, may caus#ays and additional expense in the
commercialization of M356. If we are not successfnlcommercializing M356 or are significantly delag in doing so, our business may be
materially harmed.

In July 2008, the FDA accepted for reviene ANDA containing a paragraph IV certification fpeneric Copaxone submitted by Sandoz.
Subsequently, in August 2008, Teva Pharmaceutichldtries Ltd. and related entities sued Sandoxzaftis AG and us for patent
infringement. This litigation could significantlyethy, impair or prevent our ability to commercialil356, our second major generic product
candidate. Litigation involves many risks and uteiaties, and there is no assurance that Novafis@andoz or we will prevail in any lawsuit
with Teva Pharmaceutical Industries. In additioayd Pharmaceutical Industries has significant nessuand any litigation with Teva
Pharmaceutical Industries could last a number afgjgotentially delaying or prohibiting the comuialization of M356. If we are not
successful in commercializing M356 or are signifityadelayed in doing so, our business may be ralgharmed.

If other generic versions of our product candidatase approved and successfully commercialized, business would suffel

We expect that certain of our product cdatlis may face intense and increasing competit@mn bther manufacturers of generic and/or
branded products. As patents for branded produnttselated exclusivity periods expire, manufactsiargeneric products may receive
regulatory approval for generic equivalents and tmayble to achieve significant market penetrathkmthis happens, or as branded
manufacturers launch authorized generic versiossiofi products, market share, revenues and grofistgpically decline, in some cases,
dramatically. If any of our generic product offeyé including MEnoxaparin or M356, enter markets with a numberoohpetitors, we may n
achieve significant market share, revenues or gros#. In addition, as other generic productsiateoduced to the markets in which we
participate, the market share, revenues and gro$is @f our generic products could decline.

We utilize new technologies in the developmentafg of our products that have not been reviewedocepted by regulatory authorities.

The approvals of some of our products imenut or future development, including M-Enoxapaimd M356, are based upon new
technologies that may have not previously beenmededy the FDA or other regulatory authoritiese HDA's review and acceptance of our
technologies may take time and resources, requitepiendent third-party analysis or may not be gedepy the FDA and other regulatory
authorities. For some of our products, the regmaapproval path and requirements may not be clelaich could add significant delay and
expense. Delays or failure to obtain regulatoryrapgl of any of the products that we develop waaddersely affect our business.

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

We and our collaborative partners and vendbtain certain raw materials, including UFH nfrguppliers who in turn source the mater
from other countries, including China. In 2008, do¢he occurrence of adverse events associatédhdgtuse of UFH, there were global rec
of UFH products, including in the United Statess8a on investigation by the FDA into those advessmts, the FDA identified a heparin-like
contaminant in the implicated UFH products and necmeded that manufacturers and suppliers of UFHadd#ional tests to screen their U
active pharmaceutical
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ingredient. The FDA has also placed restrictionshenimport of some raw materials from China, arayfim the future place additional
restrictions and testing requirements on the ugsawfmaterials, including UFH, in products intendedsale in the United States. As a result,
the raw materials, including UFH, used in our priddumay become difficult to obtain, significanthcrease in cost, or become unavailable to
us. If any of these events occur, we may be unalgeoduce our products in sufficient quantitiesneet the requirements for the commercial
launch of the product or to meet future demandctviaould have a material adverse impact on oumiessi.

If we or our collaborative partners and other thirgarties are unable to satisfy FDA quality standadexperience manufacturing difficultie
or are unable to manufacture sufficient quantitiesf our product candidates, including M-Enoxaparinral M118, our development and
commercialization efforts may be materially harmed.

We have limited personnel with experienceand we do not own facilities for, manufacturamy products. We depend upon our
collaborative partners and other third partiesrtivigle raw materials meeting FDA quality standardanufacture the drug substance, produce
the final drug product and provide certain anabjiteervices with respect to our product candidatedding M-Enoxaparin. We, our
collaborative partners or our third-party contrastmay have difficulty meeting FDA manufacturingu@ements, including, but not limited to,
reproducibility, validation and scale-up, and congd compliance with current good manufacturingficas requirements. In addition, events
such as the contamination of UFH may have an adusergact on the supply of starting or raw materiaissome of our product candidates,
we, our collaborative partners or our third-pamyttactors may have difficulty producing producetghe quantities necessary to meet FDA
requirements or meet anticipated market demane Jfour collaborative partners or our third-partgmafacturers or suppliers are unable to
satisfy the FDA pre-approval manufacturing requieats for our product candidates, or are unableddyzce our products in sufficient
guantities to meet the requirements for the lawfdhe product or to meet future demand, our reesrand gross margins could be adversely
affected.

We will require substantial additional funds to exete our business plan and, if additional capita hot available, we may need to limit,
scale back or cease our operatiol

As of December 31, 2008, we had cash, egsivalents and marketable securities totaling $.68llion. For the year ended
December 31, 2008, we had a net loss of $62.6amilind used cash in operating activities of $48lom We will continue to require
substantial funds to conduct research and develophmpmcess development, manufacturing, preclitiesting and clinical trials of our drug
candidates, as well as funds necessary to manuvdaatal market any products that are approved fomoercial sale. Because successful
development of our drug candidates is uncertainasgeunable to estimate the actual funds we wdllire to complete research and
development and commercialize our products undegldpment.

Our future capital requirements may vargetaling on the following:

. the advancement of our generic product candidaté®ther development programs, including the timihgegulatory
approvals;

. the timing of FDA approval of the products of ownpetitors;

. the cost of litigation, including potential patéitigation with Sanofi-Aventis relating to Lovenmt with Teva Pharmaceuticals

Industries relating to Copaxone that, in eitheec&snot otherwise covered by our collaboratioreament, or potential patent
litigation with others, as well as any damagedluiding possibly treble damages, that may be oweltlitd parties should we be
unsuccessful in such litigation;
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. the time and costs involved in obtaining regulatpyprovals;

. the continued progress in our research and deveopprograms, including completion of our preclatistudies and clinic:
trials;

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

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

We may seek additional funding in the fatand intend to do so through collaborative arrareggs and public or private equity and debt
financings. Any additional capital raised throuph sale of equity may dilute your percentage owhiprsf our common stock. Capital raised
through debt financing would require us to makequic interest payments and may impose potentrakyrictive covenants on the conduct of
our business. Additional funds may not be availables on acceptable terms or at all. In additiba,terms of any financing may adversely
affect the holdings or the rights of our stockhodddf we are unable to obtain funding on a timedgis, we may be required to significantly
curtail one or more of our research or developmengrams. We also could be required to seek fumasigh arrangements with collaborators
or others that may require us to relinquish rightsome of our technologies, product candidatgs@iducts which we would otherwise pursue
on our own.

Patent litigation with Sanot-Aventis, the innovator of Lovenox, may cause daland additional expense in the commercializatiohhd-
Enoxaparin. If we are not successful in commercizilng M-Enoxaparin or are significantly delayed in doingpsour business would be
materially harmed, which could include, without liiration, the curtailment of our other developmentggrams.

Amphastar/Teva Patent Infringement Law:

In September 2003, Amphastar and Teva segérately filed an ANDA for enoxaparin containfParagraph IV certifications. In
response, Sanofi-Aventis brought lawsuits for paitginingement against both companies. A decisibthe Court of Appeals for the Federal
Circuit, or Court of Appeals, in May 2008 affirmadlistrict court decision holding Aventis' patentlavenox unenforceable due to inequits
conduct. In September 2008, the Court of AppeatdedeSanofi-Aventis' petition for a rehearing dnearing en banc. In January 2009, Sanofi-
Aventis petitioned the United States Supreme Clounteview of the case. The ability to commercialand market M-Enoxaparin, may depend
in part upon the final outcome of this litigationdawe cannot be certain when the outcome of tlgatibn will be final.

Sandoz Patent Infringement Lawsuit

In response to the Paragraph IV certifaraicontained in the Sandoz ANDAs for M-Enoxapasianofi-Aventis brought patent
infringement suits against Sandoz. Sandoz moveistoiss the suits based upon the decision in thphfastar/Teva case, and in September
2008 the District Court ruled in favor of Sandoansfi-Aventis has appealed this decision to therCouAppeals and this appeal is pending.
The automatic 30-month stay, which issued uporirtitiation of this case and prohibited FDA approsaSandoz’ ANDA, terminated in
August 2008 upon the entry of the final judgmenithia District Court. However, if this case is n@ndissed on appeal, or a dismissal is
reversed on a further petition to the Supreme Cdluetability to commercialize and market M-Enoxé@paould be significantly affected. We
cannot be certain when the outcome of this cadebwifinal or provide assurance that we will ultbelg prevail.

Under our 2003 Sandoz Collaboration, thegien as to when to begin marketing M-Enoxapédrthé ANDA is approved will be
determined jointly by us and Sandoz in most cirdamses. However, Sandoz does have sole discretentloe decision as to when to begin
marketing M-Enoxaparin under certain circumstanSasdoz could decide to market M-Enoxaparin "#&t 'tithat is prior to final
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resolution of either the Teva and Amphastar or 8atitigation matters, which could result in sigoént damages, including possibly treble
damages, in the event Sanofi-Aventis is succegstither patent litigation case. Although Sandag hgreed to indemnify us for patent
liability damages, Sandoz has the right to offgstain of these liabilities against the profit-shgramounts, the royalties and the milestone
payments otherwise due to us from the marketing-&noxaparin.

Litigation involves many risks and uncenmtas, and there is no assurance that Amphastaa, Bandoz or we will prevail in any lawsuit
with Sanofi-Aventis. In addition, Sanofi-Aventisssignificant resources and any litigation with &&Aventis could last a number of years,
potentially delaying or prohibiting the commercialiion of M-Enoxaparin. If, as a result of protettitigation, we are not successful in
commercializing MEnoxaparin or are significantly delayed in doingwe may have to curtail our other product develeptprograms and c
business would be materially harmed.

We will need to develop or acquire additional techogies as part of our efforts to analyze the chealicomposition of complex mixture
drugs.

In order to adequately analyze other compi&ture drugs, such as glycoproteins, we willchéedevelop or acquire new technologies.
Our inability to develop or acquire and apply these technologies would impair our ability to deygimproved, next-generation or follogwn
versions of existing products. Our inability to é&p or acquire additional technology for the cletgdzation of complex mixtures could
reduce the likelihood of our success developingtaadl products.

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

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

Many of our competitors have:

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

. more extensive experience in commercializing gendmigs, conducting preclinical studies, conductiligical trials, obtaining
regulatory approvals, challenging patents and nentufing and marketing pharmaceutical products;

. products that have been approved or are in latestaf development; and

. collaborative arrangements in our target marketk lgading companies and/or research institutions.

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

. the safety and effectiveness of our products;

. the differential availability of clinical data amckperience between a brand manufacturer that cesmdlicical trials and a gene
manufacturer;

. the timing and scope of regulatory approvals festhproducts;

. the availability and cost of manufacturing, markgtidistribution and sales capabilities;
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. the effectiveness of our marketing, distributionl @ales capabilities;

. the price of our product

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

Our competitors may develop or commerogafiroducts with significant advantages in regardny of these factors. Our competitors may
therefore be more successful in commercializing th@ducts than we are, which could adverselyaffeir competitive position and business.

If we are unable to establish and maintain key coster distribution arrangements, sales of our prodacand therefore revenues, wou
decline.

Generic pharmaceutical products are solobith various channels, including retail, mail ardand to hospitals through group purchasing
organizations, or GPOs. As enoxaparin is primarihospital-based product, we expect to derivegelpercentage of our future revenue for M-
Enoxaparin through contracts with GPOs. Curremtlsglatively small number of GPOs control a sultshportion of generic pharmaceutical
sales to hospital customers. In order to establighmaintain contracts with these GPOs, we belieaewe, in collaboration with Sandoz, will
need to maintain adequate drug supplies, remade pompetitive, comply with FDA regulations andyde high-quality products. The GPOs
with whom we hope to establish contracts may atsehrelationships with our competitors and maydketd contract for or otherwise prefer
products other than ours, limiting access of M-Eapa¢tin to certain hospital segments. Our salegdcalsb be negatively affected by any
rebates, discounts or fees that are required bgwtomers, including the GPOs, wholesalers, Bistivirs, retail chains or mail order services,
to gain and retain market acceptance for our prisdifide anticipate that M356 will be primarily dibuited through retail channels and mail
order services. If we are unable to establish aamhtain distribution arrangements with all of thesistomers, future sales of our products,
including M-Enoxaparin and M356, our revenues amdpvofits would suffer.

Even if we receive approval to market our drug cadates, the market may not be receptive to our doagndidates upon their commerci
introduction, which could prevent us from being piitable.

Even if our drug candidates are succegsfldlieloped, our success and growth will also dépgon the acceptance of these drug
candidates by physicians and third-party payorgsefaitance of our product development candidatesowilh function of our products being
clinically useful, being cost effective and demaoatihg superior therapeutic effect with an accelptalle effect profile as compared to existing
or future treatments. In addition, even if our prod achieve market acceptance, we may not be@bi@intain that market acceptance over
time.

Factors that we believe will materiallyeff market acceptance of our drug candidates weleslopment include:

. the timing of our receipt of any marketing apprayahe terms of any approval and the countrieshickvapprovals are obtaine
. the safety, efficacy and ease of administratioawfproducts;

. the competitive pricing of our products;

. the success and extent of our physician educatidnrearketing program:

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

. the availability and amount of government and tigedty payor reimbursement.
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If our products do not achieve market atmege, we will not be able to generate sufficienenues from product sales to maintain or ¢
our business.

If we are not able to retain our current managemetetam or attract and retain qualified scientifice¢hnical and business personnel, o
business will suffer.

We are dependent on the members of our gesnent team for our business success. Our empldyam@mgements with our executive
officers are terminable by either party on shotiagoor no notice. We do not carry life insurancetioe lives of any of our personnel. The loss
of any of our executive officers would result isignificant loss in the knowledge and experieneg te, as an organization, possess and coulc
cause significant delays, or outright failure,he tlevelopment and approval of our product canegldh addition, there is intense competition
from numerous pharmaceutical and biotechnology @omgs, universities, governmental entities andratbgearch institutions, for human
resources, including management, in the technielals in which we operate, and we may not be abkgtract and retain qualified personnel
necessary for the successful development and cootization of our product candidates.

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

Our business exposes us to significantriateproduct liability risks that are inherentthre development, manufacturing and marketing of
human therapeutic products. Product liability clsioould delay or prevent completion of our develeptrprograms. If we succeed in
marketing products, such claims could result ieal of our products or a change in the indicatifor which they may be used. While we
currently maintain product liability insurance coage that we believe is adequate for our curreatatpns, we cannot be sure that such
coverage will be adequate to cover any incidemtllancidents. Furthermore, clinical trial and puad liability insurance is becoming
increasingly expensive. As a result, we may be lenmbmaintain sufficient insurance at a reasonabtg to protect us against losses that could
have a material adverse effect on our businesseTlabilities could prevent or interfere with qaroduct development and commercialization
efforts.

As we evolve from a company primarily involved irug discovery and development into one that is alseolved in the commercialization
drug products, we may have difficulty managing ogrowth and expanding our operations successfully.

As we advance our drug candidates throhgldevelopment process, we will need to expandieuelopment, regulatory, manufacturing,
distribution, sales and marketing capabilities@amtcact with other organizations to provide thespabilities for us. As our operations expand,
we expect that we will need to manage additionatienships with various collaborative partnerg@liers and other organizations. Our ability
to manage our operations and growth requires aeritinue to improve our operational, financial amanagement controls, reporting systems
and procedures. For example, several jurisdictiured as the District of Columbia and the Commontlieafl Massachusetts have imposed new
licensing requirements for sales representativdsamw reporting requirements that would requirelipuleporting of consulting and research
fees to health care professionals. Because thetiegpoequirements vary in each jurisdiction, corapte will be complex and expensive. The
need to build new systems as part of our growthdcplace a strain on our administrative and opereti infrastructure. We may not be able to
make improvements to our management informationcandrol systems in an efficient or timely manned anay discover deficiencies in
existing systems and controls.
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We may acquire or make investments in companieseghnologies that could have an adverse effect on lousiness, results of operations
and financial condition or cash flows.

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

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

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

. difficulty incorporating the acquired technologies;

. difficulties or failures with the performance oftlcquired technologies or drug products;

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

. disruption or diversion of management's attentiptrénsition or integration issues and the compyesf managing divers
locations;

. difficulty maintaining uniform standards, interra@ntrols, procedures and policies;

. the acquisition may result in litigation from temated employees or third parties; ¢

. we may experience significant problems or liakghtiassociated with product quality, technology lagdl contingencies.

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

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

Risks Relating to Development and Regulatory Approal

If we are not able to obtain regulatory approvalffoommercial sale of our generic product candidatéscluding M-Enoxaparin and M356,
as therapeutic equivalents to their correspondirgference listed drugs, our future results of opdoats will be adversely affected.

Our future results of operations depend significant degree on our ability to obtain regaty approval for and commercialize generic
versions of complex drugs, such as M-EnoxaparinNB86. We will be required to demonstrate to thisaction of the FDA, among other
things, that our generic products:

. contain the same active ingredients as the brapdetucts upon which they are bas
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. are of the same dosage form, strength and rowdrofnistration as the branded products upon wiiel &re based, and have
the same labeling as the approved labeling fobthaded products, with certain exceptions, and

. meet compendial or other applicable standardstfength, quality, purity and identity, includingteacy.

In addition, approval of a generic product gengradfuires demonstrating that the generic drugaeduivalent to the reference listed drug
upon which it is based, meaning that there aragroficant differences with respect to the rate amtent to which the active ingredients are
absorbed and become available at the site of drigna However, the FDA may or may not waive thguieements for certain bioequivalence
data (including clinical data) for certain drug guoats, including injectable solutions that haverbgleown to contain the same active and
inactive ingredients in the same concentratiorhagé¢ference listed drug.

Determination of therapeutic equivalencewf generic versions of complex drugs to the esfee listed drugs will be based, in part, on
our demonstration of the chemical equivalence ofveusions to their respective reference listedydrirhe FDA may not agree that we have
adequately characterized our products or that mdyzts and their respective branded drugs are ichéaquivalents. In that case, the FDA
may require additional information, including prie@al or clinical test results, to determine thgatic equivalence or to confirm that any
inactive ingredients or impurities do not comprosnise product's safety and efficacy. Provisionuffigent information for approval may be
difficult, expensive and lengthy. We cannot preditiether any of our generic product candidatesnedeive FDA approval.

In the event that the FDA modifies its emtrstandards for therapeutic equivalence witheesio generic versions of Lovenox, Copaxone
or other complex drug products, does not establishdards for interchangeability for generic varsiof complex drug products, or requires us
to conduct clinical trials or complete other lenggrocedures, the commercialization of some ofdmwelopment candidates could be delayed
or prevented or become more expensive. Delaysyirpart of the process or our inability to obtaigukatory approval for our products could
adversely affect our operating results by restrectir significantly delaying our introduction ofmeroducts.

If the United States Congress does not take actiorreate an abbreviated regulatory pathway forléet-on biologics, and if the FDA is not
able to establish specific guidelines regarding thaentific analyses required for characterizinglfow-on versions of biologics and complex
protein drugs, then the uncertainty about the potih value of our glycoprotein program will be ineased

The regulatory climate in the United Stdtesfollow-on versions of biologics and compleof@in products remains uncertain. Although
there has been recent legislative activity, thereurrently no established statutory or regulapathway for approval of follow-on versions of
biologics and most protein drugs. The FDA has apguidhe majority of new protein products underPldblic Health Service Act, or PHSA,
through the use of Biologic License ApplicationsBbAs. There is no provision in the PHSA for arbedviated BLA approval pathway
comparable to an ANDA under Section 505(j) of tleel€ral Food, Drug, and Cosmetic Act, or the FDQ#] #he FDA has stated it does not
believe it has the authority to rely on prior BLAmovals or on their underlying data to approvéofeton products. Moreover, even for
proteins originally approved as NDAs under SecB66(b) of the FDCA, there is uncertainty as to wdeth the FDA may require to
demonstrate the sameness required for approval ANDA. In addition, there has been oppositionhte FDA's use of section 505(b)(2),
which allows an applicant to rely on informationrr published scientific literature and/or a prippeoval of a similar drug, to approve follow-
on versions of protein and other complex drug petslapproved under section 505(b)(1) of the FDCA.
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Although the FDA has previously statedrntention to draft guidance that is broadly apgiesto follow-on protein products, the agency
has not issued such guidance to date and may dews®. Protracted timelines and failure of the RDAstablish standards for approval of
follow-on protein products or failure of the Unit&tates Congress to enact legislation establighingbbreviated pathway for approval of
follow-on biologics could reduce the value of, ender obsolete, our glycoprotein program.

If our preclinical studies and clinical trials forour development candidates, including M118, are soiccessful, we will not be able to obte
regulatory approval for commercial sale of our ndwar improved drug candidates.

To obtain regulatory approval for the comee sale of our novel drug candidates, we araired to demonstrate through preclinical
studies and clinical trials that our drug developt@ndidates are safe and effective. Preclinttaliss and clinical trials of new development
candidates are lengthy and expensive and the icistdailure rate for development candidates ishhig

A failure of one or more of our preclinicldies or clinical trials can occur at any stafygesting. We may experience humerous
unforeseen events during, or as a result of, prieali studies and clinical trials that could detayprevent our ability to receive regulatory
approval or commercialize M118 or our other drugdidates, including:

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

. our preclinical studies or clinical trials may pum@ negative or inconclusive results, and we magehaired to conduc
additional preclinical studies or clinical trials we may abandon projects that we previously exgaetd be promising;

. enrollment in our clinical trials may be slowerthae anticipate, resulting in significant delaysd garticipants may drop out of
our clinical trials at a higher rate than we ampiate;

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

. regulators or institutional review boards may reguihat we hold, suspend or terminate clinical aese for various reasons,
including noncompliance with regulatory requirengent

. the cost of our clinical trials may be greater thananticipate; an

. the effects of our drug candidates may not be #séreld effects or may include undesirable sideceffer our product candidates
may have other unexpected characteristics.

The results from preclinical studies ofewelopment candidate may not predict the resudis\tfill be obtained in human clinical trials. If
we are required to conduct additional clinicalltriar other testing of M118 or our product candédabeyond those that we currently
contemplate, if we are unable to successfully cetepbur clinical trials or other tests, or if tesults of these trials are not positive or are only
modestly positive, we may be delayed in obtainiregkating approval for our drug candidates or we matybe able to obtain marketing
approval at all. Our product development costs &ldb increase if we experience delays in testmgpprovals. Significant clinical trial delays
could allow our competitors to bring products torked before we do and impair our ability to comniglize our products or potential produc
If any of these events occur, our business wiliragerially harmed.
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Failure to obtain regulatory approval in foreign jusdictions would prevent us from marketing our placts abroad.

We intend in the future to market our praguwutside of the United States. In order to maokie products in the European Union and
many other foreign jurisdictions, we must obtaipaate regulatory approvals and comply with the enoms and varying regulatory
requirements of each jurisdiction. The approvatprure and requirements vary among countries, anderjuire, among other things,
submitting or conducting additional testing in e@atisdiction. The time required to obtain approgbtoad may differ from that required to
obtain FDA approval. The foreign regulatory apptquacess may include all of the risks associatét abtaining FDA approval, and we may
not obtain foreign regulatory approvals on a timghgis, if at all. Approval by the FDA does notunesapproval by regulatory authorities in
other countries, and approval by one foreign reguyaauthority does not ensure approval by regwadnithorities in any other foreign country
or by the FDA. We and our collaborators may noablke to file for regulatory approvals and may remtaive necessary approvals to
commercialize our products in any market outsidthefUnited States. The failure to obtain these@ps could materially adversely affect
our business, financial condition and results adrafions.

Even if we obtain regulatory approvals, our marketdrugs will be subject to ongoing regulatory rewielf we fail to comply with continuing
United States and foreign regulations, we coulddosur approvals to market drugs and our businesandobe seriously harmed.

Even after approval, any drug products eeetbp will be subject to ongoing regulatory revjémcluding the review of clinical results
which are reported after our drug products are ncademercially available. In addition, the manufaetuand manufacturing facilities we us¢
produce any of our drug candidates will be subiegteriodic review and inspection by the FDA. Wd W€ required to report any serious and
unexpected adverse experiences and certain gpatibfems with our products and make other periogfiorts to the FDA. The discovery of
any new or previously unknown problems with thedou@t, manufacturer or facility may result in restions on the drug or manufacturer or
facility, including withdrawal of the drug from thearket. Certain changes to an approved produdtiding in the way it is manufactured or
promoted, often require prior FDA approval befdre product as modified may be marketed. If wetéadomply with applicable continuing
FDA regulatory requirements, we may be subjectaoning letters, civil penalties, suspension or diitwal of regulatory approvals, product
recalls and seizures, injunctions, operating ret&tins and/or criminal prosecutions and penalties.

Similarly, we will be subject to comprehemscompliance obligations under state and fedeiatbursement, anti-kickback and
government pricing regulations. If we make falsiegreports, fail to implement adequate compliacm@rols or our employees violate the
laws and regulations governing relationships withlth care providers, we could also be subjectibstantial fines and penalties, criminal
prosecution and debarment from participation inNMtezlicare, Medicaid or other government reimbursgrpeograms.

If third -party payors do not adequately reimburse custonfersany of our approved products, they might nat purchased or used, and our
revenues and profits will not develop or increase.

Our revenues and profits will depend heawnpon the availability of adequate reimbursementlie use of our approved product
candidates from governmental and other third-paatyors, both in the United States and in foreignketa. Reimbursement by a third-party
payor may depend upon a humber of factors, inctuthe third-party payor's determination that usa pfoduct is:

. a covered benefit under its health pl

. safe, effective and medically necessary;
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. appropriate for the specific patient;
. cos-effective; anc
. neither experimental nor investigational.

Obtaining reimbursement approval for a picidrom each government or other third-party paga time-consuming and costly process
that could require us to provide supporting scfemttlinical and cost-effectiveness data for tise of our products to each payor. We may not
be able to provide data sufficient to gain acceg#anith respect to reimbursement. There is suliatamicertainty whether any particular payor
will reimburse the use of any drug product incogtimg new technology. Even when a payor deterntimgtsa product is eligible for
reimbursement, the payor may impose coverage limits that preclude payment for some uses thaapgpeoved by the FDA or comparable
authority. Moreover, eligibility for coverage doest imply that any product will be reimbursed ihadses or at a rate that allows us to make a
profit or even cover our costs. Interim paymentsiew products, if applicable, may also not beisigifit to cover our costs and may not be
made permanent. Reimbursement rates may vary angdadthe use of the product and the clinicalisgtin which it is used, may be based on
payments allowed for lower-cost products that éneady reimbursed, may be incorporated into exgsgiayments for other products or
services, and may reflect budgetary constraintsoamahperfections in Medicare, Medicaid or othetadased to calculate these rates. Net prices
for products may be reduced by mandatory discoamtsbates required by government health care progior by any future relaxation of la
that restrict imports of certain medical productsif countries where they may be sold at lower griban in the United States.

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

Our inability to promptly obtain coveragedaprofitable reimbursement rates from governmeantiéd and private payors for our products
could have a material adverse effect on our opegatisults and our overall financial condition.

If efforts by manufacturers of branded products telay or limit the use of generics are successhur sales of technolo¢-enabled generic
products may suffer

Many manufacturers of branded products aweasingly used legislative, regulatory and ptheans to delay competition from
manufacturers of generic drugs. These efforts ivastaded:

. settling patent lawsuits with generic companiesylteng in such patents remaining an obstacle éoregic approval by others;

. settling paragraph IV patent litigation with gemectbmpanies to prevent the expiration of the-day generic marketin
exclusivity period or to delay the triggering ottbuexclusivity period;

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

. seeking changes to the United States Pharmaca@peiagdustry recognized compilation of drug standard
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. pursuing new patents for existing products or psees which could extend patent protection for abermof years or otherwise
delay the launch of generic drugs; and

. attaching special patent extension amendmentsredated federal legislation.

In February 2003, Sanofi-Aventis filed dig&n Petition with the FDA requesting that the Fid&hhold approval of any ANDA for a
generic version of Lovenox until and unless the Fi®ermines that the manufacturing process uselebgeneric applicant is equivalent to
the process used to make Lovenox, or until the geaeplicant demonstrates through clinical trihiat its product is equally safe and effective
as Lovenox, and unless the generic product is shownontain a specific molecular structure. Teveyphastar, and others have filed comm
opposing the Sanofi-Aventis Citizen Petition, areh&i-Aventis has filed numerous supplements aptyreomments in support of its Citizen
Petition. The FDA has yet to rule on the Sanofi-At® Citizen Petition, and if the FDA ultimatelyagts the Sanofi-Aventis Citizen Petition,
we and Sandoz may be unable to obtain approvalioAbIDA for M-Enoxaparin, which would materially tra our business.

In September 2008, Teva Neuroscience,(brcbehalf of Teva Pharmaceutical Industries Lfite)l a Citizen Petition with the FDA
requesting that the FDA neither approve nor acfmgdiling any ANDA for a generic version of Copax® because the complexity of Copax
makes it impossible to demonstrate that the aatigeedient in the generic version is the same gsa&one. The FDA has yet to rule on the
Citizen Petition, and if the FDA ultimately granke Citizen Petition, we and Sandoz may be unabtbtain approval of the ANDA for M356,
which would materially harm our business.

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

Federal legislation will increase the pressure teduce prices of pharmaceutical products paid for Mgdicare, which could adversely affect
our revenues, if any.

The Medicare Prescripti@rug Improvement and Modernization Act of 2003MiVIA, changed the way Medicare covers and reimbt
for pharmaceutical products. The legislation introeld a new reimbursement methodology based onge/eedes prices for drugs that are used
in hospital settings or under the direct supervisiba physician and, starting in 2006, expandedib#e coverage for drug purchases by the
elderly. In addition, the MMA requires the creatioinformularies for self-administered drugs, andvides authority for limiting the number of
drugs that will be covered in any therapeutic ckss provides for plan sponsors to negotiate pmdds manufacturers and suppliers of cove
drugs. As a result of the MMA and the expansiofedkral coverage of drug products, we expect camgpressure to contain and reduce
costs of pharmaceutical products. Cost reductidiaiives and other provisions of this legislatioould decrease the coverage and price that we
receive for our products and could materially adebr affect our operating results and overall firiahcondition. While the MMA generally
applies only to drug benefits for Medicare benefi@s, private payors often follow Medicare coveraglicy and payment limitations in sett
their own reimbursement policies, and any redudtiotoverage or payment that results from the MMaymesult in a similar reduction in
coverage or payments from private payors.

Congress has from time to time considetbdrdegislation, which if enacted, would permitnmevidespread re-importation of drugs from
foreign countries into the United States and whity include re-importation from foreign countriekexe drugs are frequently sold at lower
prices than in the United States; other proposgidieion would have removed restrictions on CM#lity to negotiate discounts directly with
prescription drug manufacturers provided throughNtedicare
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program. Such legislation, or similar regulatoraefes, could decrease the reimbursement we refoeiaay approved products which, in tu
could materially adversely affect our operatinguftssand our overall financial condition.

Foreign governments tend to impose strict pricereimbursement controls, which may adversely affear revenues, if any.

In some foreign countries, particularly tieeintries of the European Union, the pricing andéanbursement of prescription
pharmaceuticals is subject to governmental conitndhese countries, pricing negotiations with goweental authorities can take considerable
time after the receipt of marketing approval fgrraduct. To obtain reimbursement or pricing appravaome countries, we may be require
conduct a clinical trial that compares the coseeff/eness of our product candidate to other avigiltherapies. If reimbursement of our
products is unavailable or limited in scope or antpar if pricing is set at unsatisfactory levedsy business could be adversely affected.

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

Our research and development involves,raag in the future involve, the use of hazardouseni@s and chemicals and certain radioac
materials and related equipment. For the yearscebeéeember 31, 2008, 2007 and 2006, we spent ajpprtty $65,000, $64,000 and
$31,000, respectively, in order to comply with eaaimental and waste disposal regulations. Althouglbelieve that our safety procedures for
handling and disposing of these materials compti #ie standards mandated by state and federdhtems, the risk of accidental
contamination or injury from these materials cari®eliminated. If an accident occurs, we couldhéle liable for resulting damages, which
could be substantial. We are also subject to nuaseeavironmental, health and workplace safety lamgregulations, including those
governing laboratory procedures, exposure to blomthe pathogens and the handling of biohazardotsrials. Although we maintain
workers' compensation insurance as prescribedédoZ dtmmonwealth of Massachusetts and, for claimsowred by workers' compensation
insurance, employer's liability insurance, to coyeifor costs and expenses we may incur due tdesjto our employees resulting from the
of these materials, this insurance may not prosiikquate coverage against potential liabilities.d&/@ot maintain insurance for
environmental liability or toxic tort claims thatay be asserted against us. Additional federal statl local laws and regulations affecting our
operations may be adopted in the future. We mayriagbstantial costs to comply with, and substé&fitias or penalties if we violate, any of
these laws or regulations.

Risks Relating to Patents and Licenses

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

Our success depends, in part, on our gldiprotect proprietary methods and technolodias we develop under the patent and other
intellectual property laws of the United States atlter countries, so that we can prevent othera fising our inventions and proprietary
information. However, we may not hold proprietaights to some patents related to our current arréuproduct candidates. Because patent
applications in the United States and many forg@igisdictions are typically not published until &&nths after filing, or in some cases not at
all, and because publications of discoveries iargdic literature lag behind actual discoverieg, annot be certain that we were the first to
make the inventions claimed in issued patents ndipg patent applications, or that we were the fodile for protection of the inventions set
forth in our patent applications. As a result, wayrbe required to obtain licenses under third-ppatents to market our proposed products. If
licenses
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are not available to us on acceptable terms, all,ave will not be able to market the affecteddrots.

Our strategy depends on our ability todbpidentify and seek patent protection for ourcdigeries. This process is expensive and time
consuming, and we may not be able to file and puseall necessary or desirable patent applicatib@sreasonable cost or in a timely man
Despite our efforts to protect our proprietary tgghunauthorized parties may be able to obtainusednformation that we regard as propriet
The issuance of a patent does not guarantee fisatdtid or enforceable, so even if we obtain ptgtethey may not be valid or enforceable
against third parties. In addition, the issuanca patent does not guarantee that we have thetagiractice the patented invention. Third
parties may have blocking patents that could bd ts@revent us from marketing our own patentedipco and practicing our own patented
technology.

Our pending patent applications may natltés issued patents. The patent position of pleentical or biotechnology companies,
including ours, is generally uncertain and involeemplex legal and factual considerations. Thedsteas which the U.S. Patent and Trader
Office and its foreign counterparts use to gramepis are not always applied predictably or unifgramd can change. There is also no unifc
worldwide policy regarding the subject matter aodpe of claims granted or allowable in pharmacautc biotechnology patents. The laws of
some foreign countries do not protect proprietafgrmation to the same extent as the laws of théedrStates, and many companies have
encountered significant problems and costs in ptiotg their proprietary information in these foneigountries. Accordingly, we do not know
the degree of future protection for our proprietaghts or the breadth of claims allowed in anyepés issued to us or to others.

The allowance of broader claims may incegig incidence and cost of patent interferencegadings and/or opposition proceedings, and
the risk of infringement litigation. On the otheartd, the allowance of narrower claims may limit¥aéie of our proprietary rights. Our issued
patents may not contain claims sufficiently broagbtotect us against third parties with similatiealogies or products, or provide us with any
competitive advantage. Moreover, once they haweegsour patents and any patent for which we haeeded or may license rights may be
challenged, narrowed, invalidated or circumventiedur patents are invalidated or otherwise limjtether companies will be better able to
develop products that compete with ours, which d@alversely affect our competitive business pasitimsiness prospects and financial
condition.

We also rely on trade secrets, know-howtaotinology, which are not protected by patentspaintain our competitive position. If any
trade secret, know-how or other technology notquietd by a patent were to be disclosed to or intgrely developed by a competitor, our
business and financial condition could be matsriativersely affected.

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

If any party asserts that we are infringitsgntellectual property rights or that our cieator use of proprietary technology infringes upon
its intellectual property rights, we might be falde incur expenses to respond to and litigateckhiens. Furthermore, we may be ordered to
damages, potentially including treble damagesgifare found to have willfully infringed a party'atpnt rights. In addition, if we are
unsuccessful in litigation, or pending the outcawhétigation, a court could issue a temporary irgtion or a permanent injunction preventing
us from marketing and selling the patented drugter technology for the life of the patent thatlvese allegedly or been deemed to have
infringed. Litigation concerning intellectual prapeand proprietary technologies is becoming
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more widespread and can be protracted and expemsidecan distract management and other key pegstnom performing their duties for L

Any legal action against us or our collators claiming damages and seeking to enjoin ativitées, including commercial activities
relating to the affected products, and processaklcim addition to subjecting us to potential llah for damages, require us or our
collaborators to obtain a license in order to qurgito manufacture or market the affected prodamtsprocesses. Any license required under
any patent may not be made available on commey@atteptable terms, if at all. In addition, soncetises may be non-exclusive, and
therefore, our competitors may have access toaine sechnology licensed to us.

If we fail to obtain a required licenseave unable to design around a patent, we may Heaitmeffectively market some of our
technology and products, which could limit our @bito generate revenues or achieve profitabilitgd @ossibly prevent us from generating
revenue sufficient to sustain our operations.

If we become involved in patent litigation or otheroceedings to determine or enforce our intelleatyproperty rights, we could incu
substantial costs which could adversely affect duwsiness

We may need to resort to litigation to enéoa patent issued to us or to determine the smogealidity of third-party patent or other
proprietary rights in jurisdictions where we intelodnarket our products, including the United Statee European Union, and many other
foreign jurisdictions. The cost to us of any litiiga or other proceeding relating to determining Halidity of intellectual property rights, even
if resolved in our favor, could be substantial aodld divert our management's efforts. Some ofcomnpetitors may be able to sustain the ¢
of complex patent litigation more effectively thae can because they may have substantially gressteurces. Moreover, the failure to obtain
a favorable outcome in any litigation in a jurigéha where there is a claim of patent infringememiild significantly delay the marketing of «
products in that particular jurisdiction. The costal uncertainties resulting from the initiatiordaontinuation of any litigation could limit our
ability to continue our operations.

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

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

Risks Relating to Our Dependence on Third Parties

Our 2003 Sandoz Collaboration and 2006 Sandoz Cadleation are important to our business. If Sandcails to adequately perform under
either collaboration, or if we or Sandoz terminatdl or a portion of either collaboration, the devggdment and commercialization of some of
our drug candidates, including injectable enoxapariwould be delayed or terminated and our businessuld be adversely affected.

2003 Sandoz Collaboration

Either we or Sandoz may terminate the 2883doz Collaboration for material uncured breache®rtain events of bankruptcy or
insolvency by the other party. Sandoz may alsoiteata the 2003
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Sandoz Collaboration if the injectable enoxapardpct or the market lacks commercial viabilityndw laws or regulations are passed or
court decisions rendered that substantially dirhimisr legal avenues for commercialization of M-Esmperin, or, in multiple cases, if certain
costs exceed mutually agreed upon limits. If the28andoz Collaboration is terminated other thatdwur uncured breach or bankruptcy,
we will be granted an exclusive license under geitgellectual property of Sandoz to develop anthmercialize injectable enoxaparin in the
United States. In that event, we would need to edpaur internal capabilities or enter into anotb@faboration, which could cause significant
delays that could prevent us from completing theettoment and commercialization of injectable epaxa. If Sandoz terminates the 2003
Sandoz Collaboration due to our uncured breactankiuptcy, Sandoz would retain the exclusive righdevelop and commercialize injecta
enoxaparin in the United States. In that eventyweald no longer have any influence over the devalept or commercialization strategy of
injectable M-Enoxaparin in the United States. Idiidn, Sandoz would retain its rights of first éigtion with respect to certain of our other
products in certain circumstances and its rightirstf refusal outside of the United States andEheopean Union. Accordingly, if Sandoz
terminates the 2003 Sandoz Collaboration, our éhutction of M-Enoxaparin may be significantly deldyaie may decide to discontinue the M-
Enoxaparin project, or our revenues may be redu@gdpne of which could have a material adverseceffn our business.

2006 Sandoz Collaboration

Either we or Sandoz may terminate the bollation and license agreement, or Definitive Agrest, we executed with Sandoz in June
2007, as amended in April 2008, for material undureeaches or certain events of bankruptcy or wesaly by the other party. In addition, the
following termination rights apply to some of thegucts, on a product-by-product basis: if clinicélls are required; if the parties agree, or
the relevant regulatory authority states in writitigat our intellectual property does not contrébtat product approval; if Sandoz decides to
permanently cease development and commercializafiarproduct; by either party with respect to arproducts if, following a change of
control of the other party, the other party fadsperform its material obligations with respecsteh product. For some of the products, for any
termination of the Definitive Agreement other thatermination by Sandoz due to our uncured breabtiaikruptcy, or a termination by us
alone due to the need for clinical trials, we Wi granted an exclusive license under certainléatelal property of Sandoz to develop and
commercialize the particular product. In that eyerg would need to expand our internal capabilibiesnter into another collaboration, which
could cause significant delays that could preverfram completing the development and commercititimeof such product. For some
products, if Sandoz terminates the Definitive Agneat due to our uncured breach or bankruptcy, theife is a termination by us alone due to
the need for clinical trials, Sandoz would retdia exclusive right to develop and commercializeapplicable product. In that event, we would
no longer have any influence over the developmeobmmercialization strategy of such product. Iditdn, for other products, if Sandoz
terminates due to our uncured breach or bankru@agdoz retains a right to license certain of oteliectual property without the obligation
make any additional payments for such licensescEdain products, if the Definitive Agreementéasnhinated other than due to our uncured
breach or bankruptcy, neither party will have atise to the other party's intellectual propertythat event, we would need to expand our
internal capabilities or enter into another colligtion, which could cause significant delays thatld prevent us from completing the
development and commercialization of such proddctordingly, if the Definitive Agreement is termitea, our introduction of certain
products may be significantly delayed, or our rexeanmay be significantly reduced either of whichlddhave a material adverse effect on our
business.
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We may need or elect to enter into alliances orlabbrations with other companies to supplement agrthance our own capabilities or fund
our development efforts. If we are unsuccessfulforming or maintaining these alliances on favorabterms, or if any collaborative partner
terminates or fails to perform its obligations, otnusiness could be adversely affected.

Because we have limited or no capabilittesnanufacturing, sales, marketing and distributiwe may need to enter into alliances or
collaborations with other companies that can agsistthe development and commercialization of dwg candidates. In those situations, we
would expect our alliance or collaborative partrterprovide substantial capabilities in manufactgrisales, marketing and distribution. We
may not be successful in entering into any sudarales. Even if we do succeed in securing suchraiéis, we may not be able to maintain
them.

Factors that may affect the success otoliaborations include the following:

. disputes may arise in the future with respect éoddvnership of rights to technology developed withaborators

. our collaborators may pursue alternative technegr develop alternative products, either on thein or in collaboration with
others, that may be competitive with the productsvbich they are collaborating with us or which lebaffect our collaborators'
commitment to our collaborations;

. our collaborators may terminate their collaboragiarnth us, which could make it difficult for us édtract new collaborators or
adversely affect how we are perceived in the bssiaad financial communities;

. our collaborators may pursue hig-priority programs or change the focus of their depment programs, which could affect 1
collaborators' commitment to us; and

. our collaborators with marketing rights may chotisdevote fewer resources to the marketing of eodypct candidates, if any
are approved for marketing, than to products frbeirtown development programs.

In addition to relying on a third party fite capabilities, we may depend on our alliancik ether companies to provide substantial
additional funding for development and potentiahooercialization of our drug candidates. We mayhb®able to obtain funding on favorable
terms from these alliances, and if we are not ssfaein doing so, we may not have sufficient futmglevelop particular drug candidates
internally, or to bring drug candidates to marlke&tilure or delays in bringing our drug candidatemrket will reduce their competitiveness
and prevent us from generating sales revenueshwhéy substantially harm our business.

Furthermore, in an effort to continuallydape and enhance our proprietary technology platfare enter into agreements with other
companies to develop, license, acquire and/or lootkte on various technologies. If we are unabknter into the desired agreements, if the
agreements do not yield the intended results theifagreements terminate, we may need to findnaltiee approaches to such technology
needs. If any of these occur, the development anthtercialization of one or more drug candidatedccbe delayed, curtailed or terminated,
any of which may adversely affect our business.
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We and our collaborative partners depend on thirdrpes for the manufacture of products. If we encoter difficulties in our supply or
manufacturing arrangements, our business may be erédlly adversely affected.

We have a limited number of personnel witperience in, and we do not own facilities fornufacturing products. In addition, we do
have, and do not intend to develop, the abilitynenufacture material for our clinical trials orcaimmercial scale. To develop our drug
candidates, apply for regulatory approvals and cercialize any products, we or our collaborativetipenrs need to contract for or otherwise
arrange for the necessary manufacturing facildied capabilities. If these contract manufacturegsuaable to manufacture sufficient quanti
of product, comply with regulatory requirementspbogach or terminate their manufacturing arrangeseith us, the development and
commercialization of the affected products or deagdidates could be delayed, which could have anmaabdverse effect on our business. In
addition, any change in these manufacturers coeilcostly because the commercial terms of any neangement could be less favorable and
because the expenses relating to the transfercefseary technology and processes could be sigmifica

We have relied upon third parties to pradomaterial for preclinical and clinical studies andy continue to do so in the future. We cannot
be certain that we will be able to obtain and/oit@n long-term supply and supply arrangementhio$e materials on acceptable terms, if at
all. If we are unable to arrange for third-partymatacturing, or to do so on commercially reasonaédalms, we may not be able to complete
development of our products or market them.

In addition, the FDA and other regulatougteorities require that our products be manufactaecording to cGMP regulations and that
proper procedures are implemented to assure tHggygofour sourcing of raw materials and the maatéire of our products. Any failure by
our collaborative partners or our third-party mautéirers to comply with cGMP, and/or our failurestale-up our manufacturing processes
could lead to a delay in, or failure to obtain,utedory approval. In addition, such failure coukdthe basis for action by the FDA to withdraw
approvals for drug candidates previously granteastand for other regulatory action. To the exteatrely on a third-party manufacturer, the
risk of noneompliance with cGMPs may be greater and the ghdieffect corrective actions for any such noncbhamge may be compromis:
or delayed.

If we are unable to establish sales and marketirgpabilities or enter into agreements with third pgags to market and sell our produ
candidates, we may be unable to generate producenees.

We do not have a sales organization ané hawexperience as a company in the sale, marketidgtribution of pharmaceutical produc
There are risks involved with establishing our csahes and marketing capabilities, as well as ergento arrangements with third parties to
perform these services. For example, developirajes $orce is expensive and time consuming anddaelay any product launch. In addition,
to the extent that we enter into arrangements thitid parties to perform sales, marketing or disttion services, we will have less control ¢
sales of our products and our future revenues woend heavily on the success of the effortsedehhird parties.

General Company Related Risks

Our directors, executive officers and major stocktlers have substantial influence or control over tiers submitted to stockholders for
approval that could delay or prevent a change irrjgorate control.

Our directors, executive officers and pipat stockholders, together with their affiliatesdarelated persons, beneficially owned, in the
aggregate, approximately 23.7% of our outstandorgroon stock as of December 31, 2008. As a resiglset stockholders, if acting together,
may have the ability to significantly influence rtess submitted to our stockholders for approvalluding the election and removal of direct
and any merger, consolidation or sale of all orssaritially all of our assets. In addition, thesespas, acting together, may have the ability to
control the management and affairs of
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our company. Accordingly, this concentration of @nship may harm the market price of our commonksigc

. delaying, deferring or preventing a change in aardgf our company

. entrenching our management and/or board of dirgctor

. impeding a merger, consolidation, takeover or othesiness combination involving our company; or

. discouraging a potential acquirer from making alegroffer or otherwise attempting to obtain contbbur company

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

Provisions in our certificate of incorpaost and our by-laws may delay or prevent an actioisdf us or a change in our management. In
addition, these provisions may frustrate or preeent attempts by our stockholders to replace ookenour current management by making it
more difficult for stockholders to replace membefeur board of directors. Because our board adadors is responsible for appointing the
members of our management team, these provisiand ooturn affect any attempt by our stockholderseplace current members of our
management team. These provisions include:

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

Moreover, because we are incorporated ia\ere, we are governed by the provisions of Se@i@3 of the Delaware General
Corporation Law, which prohibits a person who ownexcess of 15% of our outstanding voting stockfrmerging or combining with us fol
period of three years after the date of the traimam which the person acquired in excess of IB%ur outstanding voting stock, unless the
merger or combination is approved in a prescribadmer. Finally, these provisions establish advautiee requirements for nominations for
election to our board of directors or for proposingtters that can be acted upon at stockholderimgsefThese provisions would apply even if
the offer may be considered beneficial by someksioiders.

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

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

. failure to obtain FDA approval for the-Enoxaparin or M356 ANDA

. other adverse FDA decisions relating t-Enoxaparin or M356, including an FDA decision tquige additional data, includir
requiring clinical trials, as a condition to M-Eraparin or M356 approval;

. FDA approval of other companies’ ANDASs for generécsions of Lovenox or Copaxone;

. litigation involving our company or our general irsdry or both
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. a decision in favor of or against Sanofi-Aventisaimy of the current patent litigation matters, settlement related to any of
those cases;

. failure of our other product applications to méet tequirements for regulatory review and/or apgakov

. results or delays in our or our competitors' chitials or regulatory filings;

. failure to demonstrate therapeutic equivalence véfipect to our technolo-enabled generic product candida
. demonstration of or failure to demonstrate thetgadad efficacy for our novel development produentididates
. our inability to manufacture any products in confance with cGMP or in commercial quantities;

. failure of any of our product candidates, if apg@dyto achieve commercial success;

. developments or disputes concerning our patensher proprietary rights

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

. termination of any of our strategic partnerships;

. significant acquisitions, strategic partnershiptjventures or capital commitments by us or mmpetitors;

. investors' general perception of our company, eadpcts, the economy and general market conditiamd

. significant fluctuations in the price of securitgsnerally or biotech company securities specifical

If any of these factors causes an advdfset®n our business, results of operations arfeial condition, the price of our common stock
could fall and investors may not be able to sedlrthommon stock at or above their respective msetprices.

We could be subject to class action litigation digestock price volatility, which, if it occurs, witlistract our management and could result
substantial costs or large judgments against

The stock market in general has recentheernced extreme price and volume fluctuationsddition, the market prices of securities of
companies in the biotechnology industry have bed¢remely volatile and have experienced fluctuatitiveg have often been unrelated or
disproportionate to the operating performance e$¢ghcompanies. These fluctuations could adversiegtahe market price of our common
stock. In the past, securities class action litggahas often been brought against companies foligpweriods of volatility in the market prices
of their securities. We may be the target of sinlitigation in the future. Securities litigatiomeld result in substantial costs and divert our
management's attention and resources, which ceuwlskcserious harm to our business, operating semuidt financial condition.

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

As of March 1, 2009, pursuant to our subdeagreements, we are leasing a total of approaiyna8,500 square feet of office and
laboratory space in one building in Cambridge, Mahsisetts:

Approximate Lease
Square Expiration
Property Location Footage Use Date
675 West Kendall Stre: 78,50( Laboratory and Offic 04/30/201.

Cambridge, Massachusetts 02:
Item 3. LEGAL PROCEEDINGS

On August 28, 2008, Teva Pharmaceuticals and related entities ("Teva") and Yeda ReseanchDevelopment Co., Ltd. ("Yeda") filed
suit against us, Sandoz and Novartis AG in theédh&tated Federal District Court in Southern Distof New York in response to the filing
Sandoz of the ANDA for M356. The suit alleges infément of certain patent rights held by Teva aadarby us, Sandoz and Novartis AG
and seeks monetary, injunctive and declaratorgftdli addition, Teva and Yeda allege additionalrok against Sandoz and Novartis AG
seeking monetary, injunctive and declaratory rdbefalleged misappropriation of trade secrets am@dir competition. On November 3, 2008,
we and Sandoz each filed responsive pleadings dgttlge allegations of infringement, setting fortfirmative defenses based on invalidity,
non-infringement and inequitable conduct and caefdens seeking declaratory relief that the pategitts of Teva and Yeda pertaining to
M356 are either not infringed, invalid or unenfabé. Sandoz' answer also denied the allegatiode tma Teva and Yeda alleging
misappropriation of trade secrets and unfair coitipet In addition, we filed a counterclaim seekitgmages for false patent marking unde
applicable United States patent law.

While we intend to vigorously defend thist@and prosecute our counterclaims, and we belieaewe can ultimately prove our case in
court, litigation involves many risks and uncertis, and the litigation could last a number ofrgeds a result, this litigation could
significantly delay, impair or prevent our abiltty commercialize M356 and our business could berizdlly harmed. Litigation involves many
risks and uncertainties, and there is no assurtliatéovartis AG, Sandoz or we will prevail in aaysuit with Teva Pharmaceutical
Industries.

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Not applicable.
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PART I

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

Market Information

Our common stock is traded publicly on H&SDAQ Global Market under the symbol "MNTA." Thellbwing table sets forth the high
and low last sale prices of our common stock ferghriods indicated, as reported on the NASDAQ &lidkbarket:

Quarter ended High Low

March 31, 200° $ 20.1: $ 11.4:
June 30, 200 16.1C 10.0¢
September 30, 20C 12.0Z 9.4¢
December 31, 200 13.3¢ 4.87
March 31, 200¢ 12.21 5.97
June 30, 200 14.9¢ 10.61
September 30, 20( 19.5: 12.6¢€
December 31, 200 13.1¢ 6.9¢

Holders
On February 27, 2008, the approximate nurabbolders of record of our common stock was 64.
Dividends

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

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

The comparative stock performance grapbwelompares the cumulative total stockholder refassuming reinvestment of dividends, if
any) from investing $100 on June 22, 2004, the daterhich our common stock was first publicly trddégrough December 31, 2008, in each
of (i) our common stock, (i) The NASDAQ Compositelex and (iii) The NASDAQ Biotechnology Index (détghization weighted).

COMPARISON OF 54 MONTH CUMULATIVE TOTAL RETURN*

Ameong Momenta Pharmaceuticals, Inc., The NASDAQ Composite Index
And The NASDAG Biotechnology Index

$350 -

3150

5100

850 -

&/22/04 6/04 12/04 &/05 12/05 606 12/06 6/07 12/07 &/08 12/08

—+H}—— Momenta Pharmaceuticals, Inc.
— —#— — NASDAG Composite
- --@- - - NASDAQ Biotechnology

“$100 invested on 8/22/04 in our common stock and $100 invested on 5/31/04 in gach of the
MASDAC Composite Index and the NASDAQ Bictechnology Index, including reinvestment of dividends.
Fiscal year ending December 31.

Base Period* 6/30/04 12/31/04 6/30/05 12/31/05 6/30/06 12/31/06 6/30/07 12/31/07 6/30/08 12/31/08

Momenta Pharmaceuticals, In 100.0( 113.3: 90.4( 253.1¢ 282.2( 162.7¢ 201.4: 129.0° 91.4:% 157.4¢ 148.5:
NASDAQ Composite 100.0( 103.1: 110.0¢ 104.0¢ 112.8¢ 112.6¢ 126.4¢ 135.9¢ 138.0¢ 119.81 80.4¢
NASDAQ Biotechnology 100.0( 100.5( 107.2¢ 100.9: 124.8( 116.0¢ 124.3¢ 125.7¢ 126.4: 123.8: 116.7¢

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

The selected consolidated financial datdosth below with respect to our statement of ggiens data for the years ended December 31,
2008, 2007 and 2006 and the balance sheet dafdDexember 31, 2008 and 2007 are derived from odited financial statements includec
this Annual Report on Form 10-K. The statementpdrations data for the years ended December 35, &0 2004 and the balance sheet data
as of December 31, 2006, 2005 and 2004 are defiiwedour audited financial statements, which areimduded herein. Historical results are
not necessarily indicative of future results. Seertotes to the consolidated financial statememtarf explanation of the method used to
determine the number of shares used in computisig bad diluted net loss per common share. Thetseleonsolidated financial data set
forth below should be read in conjunction with amdualified in its entirety by our audited consglalied financial statements and related notes
thereto found at "ltem 8. Financial Statements &ngdplementary Data" and "ltem 7. Management's Bsion and Analysis of Financial
Condition and Results of Operations," which arduded elsewhere in this Annual Report on Form 10-K.

Momenta Pharmaceuticals, Inc.
Selected Financial Data

Year Ended December 31
2008 2007 2006 2005 2004
(In thousands, except per share information)

Statements of Operations Data

Collaboration revenu $14,57C $21,56. $1599¢ $13,01! $ 7,83
Operating expense
Research and developme 55,30! 69,89¢ 46,91¢ 23,71( 15,72
General and administrati 24,59 28,21¢ 28,46¢ 14,05¢ 6,751
Total operating expens: 79,89: 98,11¢ 75,38 37,76¢ 22,47:
Loss from operation (65,327 (76,557 (59,38Y) (24,75¢) (14,64)
Interest incom: 3,48: 8,48¢ 7,97¢ 3,35: 60%
Interest expens (799) (80¢) (504 (257) (39)
Net loss $(62,637) $(68,887) $(51,91) $(21,667) $(14,07Y
Net loss attributable to common stockholc $(62,637) $(68,88) $(51,91) $(21,667) $(36,31¢)
Basic and diluted net loss per share attributabtstmon stockholdel $ (179 $ (199 $ (162 $ (0.79 $ (2.56
Shares used in computing basic and diluted netdesshare attributable to comm
stockholder: 35,96( 35,63¢ 32,10¢ 27,28: 14,173

As of December 31
2008 2007 2006 2005 2004
(In thousands)

Balance Sheet Data

Cash and cash equivalel $ 55,07C $ 33,03t % 22,35 % 25,89( $ 11,67¢
Marketable securitie 53,46 102,89¢ 168,91 130,36« 41,94
Working capital 93,48: 125,29¢ 185,29¢ 155,66: 54,15«
Total asset 132,20: 168,29¢ 216,38! 171,10: 64,33(
Total lon¢-term obligations 13,60¢ 7,971 7,05 2,99¢ 1,10¢
Total liabilities 32,69¢ 40,75¢ 33,79¢ 10,94¢ 7,330
Accumulated defici (257,03) (194,40() (125,519 (73,60¢) (51,94
Total stockholders' equit $ 99,50 $ 127,540 $ 182,59: $ 160,158 $ 56,99:
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ltem 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

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

Business Overview

Momenta is a biotechnology company withr@dpict pipeline of both complex mixture generic aodel drugs. This pipeline is derived
from our proprietary, innovative technology platfofor the detailed structural analysis of complextare drugs. We use this platform to st
the structure(thorough characterization of chemical componestsjicture-procesgdesign and control of manufacturing process), and
structure-activity(relating structure to biological and clinical aty) of complex mixture drugs.

Our complex mixture generics and followinalogics effort is focused on building a thorougiderstanding of thstructure-process-
activity of complex mixture drugs to develop generic versiohmarketed products. While we use a similarydital and development
approach across all of our product candidatesai@r that approach for each specific product cdatdi. Our first objective is to apply our core
analytical technology to thoroughly characterizedtiuctureof the marketed product. By defining the chemiaahposition of multiple batch
of the marketed product, we are able to developaarivalence window which captures the inherentality of the innovator's manufacturing
process. Using this information we then build ateegive understanding of ts&ructure-processelationship to design and control our
manufacturing process to reproducibly manufactareguivalent version of the marketed product. Wineeessary, and as required by the
FDA, we will supplement an application with additad supportivestructure-activitydata (e.g., immunogenicity, pharmacodynamics). goal
is to obtain FDA approval for and commercialize gignor follow-on versions of complex mixture prads, thereby providing high quality,
safe and affordable medicines to patients in need.

Our two most advanced complex generic aatds target marketed products which were origiregproved by the FDA as New Drug
Applications, or NDAs. Therefore, we were able toess the existing generic regulatory pathway abth# an Abbreviated New Drug
Application, or ANDA, for these generic candidati®sEnoxaparin is designed to be a technology-enabled genericorecs Lovenox®
(enoxaparin sodium injection), a low molecular Wtigeparin, or LMWH, used to prevent and treat desip thrombosis, or DVT, and to
support the treatment of acute coronary syndroore&CS. This drug is a complex mixture of polysaaritie chains derived from naturally
sourced heparin. Our second major generic produdidate iM356, a technology-enabled generic version of Copaxofig@®iramer acetate
injection), a drug that is indicated for the redoctof the frequency of relapses in patients widaRseRemitting Multiple Sclerosis, or RRM
Copaxone consists of a complex mixture of polymlptihains. With M356, we have extended our coreacherization capabilities from the
characterization of complex polysaccharide mixtuceisiclude the characterization of complex polyjmpmixtures.

In addition to our two complex generic pioticandidates, which are both currently underessvly FDA, we have further extended our
analytical and development platform to pursue ger@rfollow-on versions of biologic drugs. Our effs onM178, as well as our ongoing
Glycoprotein Research Programare focused on developing generic or follow-orsigss of marketed therapeutic proteins, whichdeméved
from natural or cell based manufacturing proceBgshoroughly characterizing these biologic molesuwe seek to gain a deeper
understanding of the relationship between theirufecturing processes and final product compositions goal is to replicate our
development
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approach with M-Enoxaparin and M356 and pursualthelopment and commercialization of multiple géner follow-on versions of
marketed therapeutics.

Our complex mixture novel drug research dexkelopment efforts leverage our analytical tedtap platform andstructure-process
knowledge to develop novel drugs by studyingdtracture-activityof complex mixtures and develop novel drugs. With capabilities to
thoroughly characterize complex mixtures, we argeting our efforts to understand the relationdigpveen structure and the biological and
therapeutic activity of various complex mixture gsuOur goal is to capitalize on the structurakbdsity and multi-targeting potential of these
complex mixtures to engineer novel drugs that wiebe will meet key unmet medical needs in varidiseases. While we believe that our
capabilities to engineer improved and novel comphéxture drugs can be applied across several ptadiegories with significant therapeutic
potential, such as polysaccharides, polypeptiddggfytoproteins, our initial focus has been in#éhea of complex polysaccharide mixtures.

Our lead novel drug candidate, M118, hanlengineered to possess what we believe will benproved therapeutic profile compared
with other currently marketed products to suppoettreatment of ACS. We also are seeking to discand develop novel therapeutics by
applying our technology to better understand tmetion of these polysaccharide mixtures in biolagjzrocesses, with an initial focus in
oncology.

Since our inception in May 2001, we hawaimed annual net losses. As of December 31, 20881ad an accumulated deficit of
$257.0 million. We recognized net losses of $62ilian, $68.9 million and $51.9 million for the yesaended December 31, 2008, 2007 and
2006, respectively. We expect to incur substaatia increasing losses for the next several yeansatevelop our product candidates, expand
our research and development activities and prepatbe potential commercial launch of our prodeatdidates. Additionally, we plan to
continue to evaluate possible acquisitions or ks of rights to additional technologies, produmt@ssets that fit within our growth strategy.
Accordingly, we will need to generate significaavenues to achieve and then maintain profitability.

Since our inception, we have had no reveffiieen product sales. Our revenues for the yeade@December 31, 2008, 2007 and 2006 of
$14.6 million, $21.6 million and $16.0 million, yEsctively, have been derived from our 2003 SandaiaBoration and 2006 Sandoz
Collaboration and primarily consist of amounts earby us for reimbursement by Sandoz of researdidanelopment services and
development costs for certain programs. In Juné 2@@ completed an initial public offering of 6,150 shares of common stock, the net
proceeds of which were $35.3 million after dedugtimderwriters' discounts and expenses. In Jul 28@ raised $122.3 million in a follow-
on public offering, net of expenses, from the seld issuance of 4,827,300 shares of our commok.dto&eptember 2006, in connection with
the 2006 Sandoz Collaboration, we sold 4,708,6&®eshof common stock to Novartis Pharma AG forggregate purchase price of
$75.0 million. In December 2008, we raised $24.lioni in a public offering, net of expenses, fronetsale and issuance of 2,800,000 shar
our common stock. To date, we have devoted sulisfigrall of our capital resource expenditureshe tesearch and development of our
product candidates.

Financial Operations Overview
Revenue

We have not yet generated any revenue fnarduct sales and are uncertain whether or not Wgenerate any revenue from the sale of
products over the next several years. We have néped, in the aggregate, $74.4 million of revemeenf our inception through December 31,
2008. This revenue was derived entirely from owd3®8andoz Collaboration and 2006 Sandoz Collalmrae will seek to generate revenue
from a combination of research and development eaysn profit sharing payments, milestone paymemtsrayalties in connection with our
2003 Sandoz Collaboration and 2006 Sandoz Colléibarand similar future collaborative or strategitationships. We expect that
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any revenue we generate will fluctuate from quadeguarter as a result of the timing and amoumeséarch and development and other
payments received under our collaborative or gjfatelationships, and the amount and timing ofrpagts we receive upon the sale of our
products, to the extent any are successfully corialéred.

Research and Developme

Research and development expenses coifisissts incurred in identifying, developing andtiteg product candidates. These expenses
consist primarily of salaries and related expeffgepersonnel, license fees, consulting fees, eshtesearch and manufacturing, and the costs
of laboratory equipment and facilities. We experesearch and development costs as incurred. Die teariability in the length of time
necessary to develop a product, the uncertairgiesed to the estimated cost of the projects atmhate ability to obtain governmental apprc
for commercialization, accurate and meaningfulnestes of the ultimate cost to bring our productidates to market are not available.

The following summarizes our primary restaand development programs:
Development Program
M-Enoxaparin

Our most advanced product candidate, M-Bpaxin, is designed to be a generic version of hoxeLovenox is a widely-prescribed
LMWH used for the prevention and treatment of deeip thrombosis, or DVT, and to support the treattod acute coronary syndromes, or
ACS. Under our 2003 Sandoz Collaboration, we woitk andoz exclusively to develop, manufacture @mmercialize MEnoxaparin in th
U.S. and Sandoz is responsible for funding subisténtll of the U.S.-related M-Enoxaparin develogmy, regulatory, legal and
commercialization costs. The total cost of develeptrand commercialization, and the timing of M-Eaparin product launch, are subject to
uncertainties relating to the development, regujaépproval and legal processes. Our collaborgiargner, Sandoz, submitted ANDAS in its
name to the FDA for M-Enoxaparin in syringe and féams seeking approval to market M-Enoxaparithi@ United States. Both ANDAs
currently include a Paragraph IV certification stgtthat SanofiAventis' patents listed in the Orange Book for Limwe are, among other thin
invalid and unenforceable.

The FDA is currently reviewing both M-Engeaiin ANDAS, including our manufacturing data aedhnology and characterization
methodology. In November 2007, Sandoz receivedter lFom the FDA stating that the syringe ANDA fdrEnoxaparin was not approvable
in its current form because the ANDA did not adeglyaaddress the potential for immunogenicity @ thiug product. Starting in early 2008,
we and Sandoz conferred with the FDA concerningdégdgn of studies to address the FDA's concerttssrarea. These interactions led to the
FDA's general concurrence with our proposed apfraad to the submission of an immunogenicity amesminto the MEnoxaparin ANDA ir
September, 2008. Although the ANDA review processrigoing, the FDA has not requested human clitiizd$ at this time. However, there
can be no assurances that the FDA will not recgtih studies in the future and we cannot predittt avhigh degree of certainty the timing of
any potential approval of the M-Enoxaparin ANDAte FDA. We and Sandoz are working together togneefor the commercialization of
M-Enoxaparin, if and when approved, by advancingufacturing, supply chain, and sales and markethjgctives.

Our 2006 Sandoz Collaboration expandectcoliaboration efforts related to Mnoxaparin to include the European Union. Under2ib@t
Sandoz Collaboration, we will share certain develept, regulatory, legal and commercialization castsvell as a portion of the profits, if al
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M356

M356 is designed to be a technology-enagtateric version of Copaxone®complex drug consisting of a mixture of polypdetchains
Copaxone is indicated for reduction of the freqyeafcrelapses in patients with Relapse-Remittingthle Sclerosis. Multiple sclerosis is a
chronic disease of the central nervous system ctaized by inflammation and neurodegeneratiomNdonth America, Copaxone is marketed
through Teva Neuroscience LLC, a wholly owned giibsy of Teva Pharmaceutical Industries Ltd., aistrithuted by Sanofi-Aventis. Teva
and Sanofi-Aventis have an additional collaboradw@angement for the marketing of Copaxone in Eeirpd other markets, under which
Copaxone is either co-promoted with Teva or is raeatt solely by Sanofi-Aventis. Under the Definitikgreement, we and Sandoz jointly
develop, manufacture and commercialize M356. Weaesponsible for funding substantially all of theSUrelated M356 development costs,
with Sandoz responsible for legal and commercitibpacosts. Outside of the U.S., we and Sandozsbaually the development costs, with
Sandoz responsible for commercialization and legats.

In December 2007, our collaborative part@andoz, submitted to the FDA an ANDA in its natpataining a Paragraph IV certification
seeking approval to market M356 in the United Stalte July 2008, the FDA notified Sandoz that itl re@cepted the ANDA for review as of
December 27, 2007. In addition, the FDA's publistiathbase indicates that the first substantialiglete ANDA submitted for glatiramer
acetate injection containing a Paragraph 1V cegtfon was filed on December 27, 2007, making S2ZnilNDA eligible for the grant of a 180-
day generic exclusivity period upon approval.

M118

M118 is a novel anticoagulant that wasoraily designed to capture, in a single therapy pbsitive attributes of both unfractionated
heparin (reversibility, monitorability and broadihition of the coagulation cascade) and LMWH (adeg bioavailability and predictable
pharmacokinetics to allow for convenient subcutaisesxdministration). We believe that M118 has thiempiial to provide baseline
anticoagulant therapy for patients diagnosed wi@SAvho are medically managed and who may or mayeopiire coronary intervention in
order to treat their condition, as well as for pats diagnosed with stable angina who require eneoy intervention. We believe that the
properties of M118 observed to date in both prézdinand clinical investigations continue to sugpbe design hypothesis and may provide
physicians with a more flexible treatment optioarths currently available. ACS includes severaadses ranging from unstable angina, which
is characterized by chest pain at rest, to acutecarglial infarction, or heart attack, which is cadiby a complete blockage of a coronary ar
Currently, a majority of patients are initially meally managed with an anti-clotting agent, such.&®8VH or unfractionated heparin, or UFH,
in combination with other therapies. An increagimgportion of ACS patients are also proceedingaftyantervention with procedures such as
angioplasty or coronary artery bypass graftingzABG. Both angioplasty and CABG require anticoagtutherapy to prevent clot formation
during and immediately following the procedure. N314 designed to be a LMWH that could be used ittiple settings, including initial
medical management, angioplasty or CABG.

In July 2006, we filed an Investigationaw Drug Application, or IND, with the FDA for our M 8 intravenous injection product and in
October 2006 began Phase 1 clinical trials to etalits human safety, tolerability and pharmacdiir@rofile. In October 2007, we began a
Phase 2a clinical trial to evaluate the feasibiitytilizing M118 intravenous injection as an apnagulant in patients with stable coronary ai
disease undergoing percutaneous coronary inteorenitée expect enroliment in the Phase 2a clinial o conclude in the second quarter of
2009.

In March 2007, we filed an IND for our M1%8bcutaneous injection product, and in May 20@¥ahePhase 1 clinical trials to evaluate its
human safety, tolerability and pharmacokinetic ieof
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Glycoproteins

Glycoproteins are proteins to which sugaftenules are attached. Examples of glycoproteigsiaxe erythropoietin, blood clotting factors
and interferon beta. We are applying our technotogyne development of generic or biosimilar glyadpin drugs. We believe that this
technology can further be used in assisting phaentamal and biotechnology companies in developingroved and next-generation versions
of their branded products by analyzing and moddyime sugar structures contained in the brandedpts, and can also be used to engineer
novel complex mixture drugs.

Our glycoprotein program is focused on medirg our technology for the analysis of complegass to glycoproteins. The goal of the
program is to facilitate the development of generibiosimilar versions of major marketed glycopiotdrugs.

Under our 2006 Sandoz Collaboration, wecareently applying our technology to develop aey@nor follow-on version of a marketed
glycoprotein in partnership with Sandoz. We reéethis product candidate as M178.

Discovery Progran

We are also applying our analytical capaéd to drug discovery. Our discovery programasused on the role that complex sugars pli
biological systems, including regulating the depeh@nt and progression of disease. Our initial fosus the area of cancer, where we are
seeking to discover sugar sequences with anti-camoperties for development as therapeutics, amadng advancing an oncology product
candidate that is in the advanced discovery pt&sgars play a part in the conversion of normakdalio cancerous cells, the regulation of
tumor growth and tumor invasion and metastasisb@lieve that our technology can provide us witletids understanding of the role of sug
in disease, enabling us to discover novel sugaageaitics, as well as to discover new disease méstha that can be targeted with other small
molecule and biologic drugs.

General and Administrative

General and administrative expenses copsisiarily of salaries and other related costspersonnel in executive, finance, legal,
accounting, investor relations, business developraet human resource functions. Other costs indlaciéty and insurance costs not
otherwise included in research and developmentresgeeand professional fees for legal and accouréngces and other general expenses.

Results of Operations
Years Ended December 31, 2008, 2007 and 2006
Revenue

Revenue for 2008 was $14.6 million, comgamih $21.6 million for 2007 and $16.0 million fab06. Revenue for the year ended
December 31, 2008 consists of amounts earned bypder our 2003 Sandoz Collaboration for reimbursgréresearch and development
services, reimbursement of development costs amdteation of the initial payment received and amtsiearned by us under our 2006 Sal
Collaboration for amortization of the equity premiureimbursement of research and development ssraiod reimbursement of development
costs. Revenue decreased $7.0 million from 20@0@8 due primarily to a $7.0 million decrease imteursable expenses associated with the
development of M-Enoxaparin. The manufacturing £ést pre-launch inventory for M-Enoxaparin areurred directly by Sandoz and
therefore do not flow through our collaborativegrues.

Revenue increased $5.6 million from 2008067 due primarily to $2.7 million of reimbursalebependitures associated with the first year
of the 2006 Sandoz Collaboration, a $1.7 milliocréase in
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reimbursable development expenditures associatédpréparing for the potential commercial launctMeEnoxaparin in the U.S., and
$1.2 million of the first year of amortization rédd to the equity premium.

Research and Developme

Research and development expense for 2@88585.3 million, compared with $69.9 million in@0and $46.9 million in 2006. The
decrease of $14.6 million, or 21%, from 2007 to&@e€incipally resulted from decreases of: $13.8iarilin process development,
manufacturing and third-party research costs ipstipof our development programs, principally owBvioxaparin and M356 programs;
$1.7 million in stock-based compensation expen8e, fillion in-process research and developmenerse related to the 2007 Parivid asset
purchase; and $0.5 million in consultant costs.sEhdecreases were offset by increases of $1.Jomiti personnel and related costs associatec
with the growth in our research and developmenaoization, $0.7 million in laboratory expenses &3d7 million in depreciation expense. 1
increase of $23.0 million, or 49%, from 2006 to 2@incipally resulted from: increases of $8.5 iaillin manufacturing, process developn
and third-party research costs in support of oub8)M-Enoxaparin and glycoprotein programs; $5.6 miliiorlinical trial costs for our M11
program; $5.2 million in personnel and related s@sisociated with the growth in our research amdldpment organization; $1.4 million in
laboratory supplies; and a $0.7 million in-processearch and development charge related to theidPasset purchase.

The lengthy process of securing FDA appiofa new drugs requires the expenditure of sutithresources. Any failure by us to obte
or any delay in obtaining, regulatory approvals ldaunaterially adversely affect our product devel@mmefforts and our business overall.
Accordingly, we cannot currently estimate with alggree of certainty the amount of time or money Wewill be required to expend in the
future on our product candidates prior to theiutatpry approval, if such approval is ever grantesla result of these uncertainties surroun
the timing and outcome of any approvals, we areectlly unable to estimate when, if ever, our pradandidates will generate revenues and
cash flows. We expect future research and developexpenses to increase in support of our prodaradicates.

The following table summarizes the primeoynponents of our research and development expeeslifor our principal research and
development programs for the years ended Decenih@0B8, 2007, and 2006, and shows the total eadtensts incurred by us for each of our
major research and development projects. The tatdkides costs incurred by our collaboration partmesuch major research and
development projects. The Company does not mainta@valuate, and therefore does not allocaterriateesearch and development costs
project-by-project basis. Consequently, the Compmhogs not analyze internal research and developooests by project in managing its
research and development activities.

Project Inception to

Research and Development Expense (in thousands) 2008 2007 2006 December 31, 200
Development programs (Statt
M-Enoxaparin (ANDA Filed $ 3,85F $13,07¢ $ 9,10¢ $ 39,86:
M356 (ANDA Filed) 4,401 8,10t 3,36¢ 16,00¢
M118 (Phase 2¢ 9,88¢  10,94¢ 6,28 29,62¢
Other development prograr 58¢ 442 154 1,52¢
Discovery program 664 997 44¢ 2,23
Research and development internal ¢ 35,90¢ 36,33 27,55¢

Total research and development expe $55,301 $69,89¢ $46,91¢
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The decrease of $9.2 million in externgdenditures related to our M-Enoxaparin program f&g87 to 2008 was primarily due to lower
manufacturing activity and a shift to commerciaidty being contracted directly with Sandoz. Thectease of $3.7 million in external
expenditures related to our M356 program from 2@0Z008 was primarily related to the timing of dpcess work and the investment
required to support the ANDA filing at the end @0Z. The decrease of $1.0 million in external exitemes on our M118 program from 2007
to 2008 was primarily attributable to start-up edsturred in 2007 for the Phase 2a clinical trial.

The increase of $4.0 million in externaperditures related to our M-Enoxaparin program f2686 to 2007 was primarily due to
increased process development, manufacturing aostshird-party research. The increase in exterxpénditures on our M356 program of
$4.7 million from 2006 to 2007 was primarily reldt® drug process work and the investment requoesipport the ANDA filing at the end of
2007. The increase of $4.7 million in external exgitures on our M118 program from 2006 to 2007 pramarily attributable to increased
clinical costs as we progressed from preclinicdhase 1 and Phase 2a clinical studies.

The research and development internal cagtieh consist of compensation and other expemseetearch and development personnel,
supplies and materials, facility costs and depti&gsiaremained relatively consistent from 2007 @@&. The increase of $8.8 million from 2006
to 2007 was due to additional research and devedaphreadcount and related costs in support of eueldpment programs.

General and Administrative

General and administrative expense foyte ended December 31, 2008 was $24.6 million pesed to $28.2 million in 2007 and
$28.5 million in 2006. General and administratixpense decreased by $3.6 million, or 13%, from 2002008 due to a decrease of
$1.8 million in stock-based compensation expenseasily due to a revision of the expected vestiagedbn certain performance-based
restricted stock awards and a decrease of $1.Bmil professional fees due to a reduction in llega consulting activities. General and
administrative expense decreased by $0.3 milliod%, from 2006 to 2007 primarily due to a decreafs®1.8 million in professional fees due
to a reduction in legal activities, offset by anrigase of $1.5 million in personnel and relatedscdse to increased headcount.

We expect our general and administratiygeeses, including internal and external legal argirtess development costs that support our
various product development efforts, to vary froemipd to period in relation to our research andettgyment activities.

Interest Income

Interest income was $3.5 million, $8.5 milland $8.0 million for the years ended Decemle2B08, 2007 and 2006, respectively. The
decrease of $5.0 million from 2007 to 2008 was prity due to lower average investment balancesl@ndr interest rates. The increase of
$0.5 million from 2006 to 2007 was primarily duehigher average investment balances as a resthlegiroceeds from the issuance of
common stock to Novartis Pharma AG in Septembe6200

Interest Expenst

Interest expense was $0.8 million, $0.8iamland $0.5 million for the years ended Decen8%r2008, 2007 and 2006, respectively. The
increase of $0.3 million from 2006 to 2007 was ity due to additional amounts drawn from our @gquent line of credit during 2006 and
2007.
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Liquidity and Capital Resources

We have financed our operations since itigeprimarily through the sale of equity secustipayments from our 2003 Sandoz
Collaboration and 2006 Sandoz Collaboration anddwdngs from our lines of credit and capital leafdigations. Since our inception, we hi
received net proceeds of $45.4 million from theigsse of redeemable convertible preferred stocBufre 2004, we completed our initial
public offering and raised net proceeds of $35 foni In July 2005, we completed a follow-on pubtiffering and raised net proceeds of
$122.3 million. In September 2006, we receivedmeteeds of $74.9 million from Novartis Pharma Aischase of 4,708,679 shares of our
common stock in connection with our 2006 Sandodabokation. In December 2008, we completed a pudifiering and raised net proceeds
$24.1 million. As of December 31, 2008, we havesiead a cumulative total of $72.3 million from @003 Sandoz Collaboration and 2006
Sandoz Collaboration, $4.0 million from debt finamg; $9.2 million from capital lease obligation8.% million from our landlord for leasehold
improvements related to our corporate facility additional funds from interest income. We expedirtance our current and planned opere
requirements principally through our current casish equivalents and marketable securities. We\eethat these funds will be sufficient to
meet our operating requirements through at leasd 28owever, our forecast of the period of timetlgh which our financial resources will
adequate to support our operations is a forwarllimpstatement that involves risks and uncertasntad actual results could vary materially.
We may, from time to time, seek additional fundihgpbugh a combination of new collaborative agreemiestrategic alliances and additional
equity and debt financings or from other sources.

At December 31, 2008, we had $108.5 millimnash, cash equivalents and marketable securitieaddition, we also hold $1.8 million in
restricted cash which serves as collateral fottarlef credit related to our facility lease. Dgithe years ended December 31, 2008, 2007 and
2006, our operating activities used $48.4 milli$56.3 million and $25.2 million, respectively. Thge of cash for operating activities gener
approximates our net loss adjusted for non-casisi@nd changes in operating assets and liabilkies-cash items include stock based
compensation of $9.2 million, depreciation and dmation of $4.4 million and accretion of discount investments of $2.0 million. For the
year ended December 31, 2008, our net loss adjmtedr-cash items was $51.2 million. In addition, the ciginge in our operating assets
and liabilities provided $2.7 million and resultedm: a decrease in accounts receivable of $0.Bomjldue to the timing of cash receipts from
Sandoz; a decrease in unbilled collaboration re@ei$6.7 million, resulting from decreased mantifdng and research costs for our M-
Enoxaparin program; a decrease in prepaid expemgksther current assets of $0.7 million, relatedeclining investment balances and lower
interest rates; a decrease in accounts payabl@.6ffillion, due to the payment of manufacturing assearch costs for our M-Enoxaparin
program; a decrease in deferred revenue of $2lbmitlue to the amortization of the $13.6 milliequity premium paid by Novartis in
connection with the 2006 Sandoz Collaboration; améhcrease in accrued expenses of $0.8 millioa,tduhe timing of vendor payments.

For the year ended December 31, 2007, etloss adjusted for non-cash items was $57.7anillin addition, the net change in our
operating assets and liabilities provided $1.4iarilland resulted from: increases in accounts rabéévof $0.7 million and unbilled
collaboration revenue of $4.3 million, due to tigniof cash receipts from Sandoz and an increasilable activities; a decrease in restricted
cash of $2.9 million due to the cancellation oétdr of credit for a terminated sublease; an emedn accounts payable of $4.8 million,
resulting from increased manufacturing and reseaosks for our programs; and a decrease in defegrathue of $1.3 million, due to the
amortization of the $13.6 million equity premium.
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For the year ended December 31, 2006, etloss adjusted for non-cash items was $40.1anillin addition, the net change in our
operating assets and liabilities provided $14.9iom) primarily due to an increase in deferred rexe of $13.4 million relating to the equity
premium offset by the restriction of $2.9 milliamnéonjunction with a letter of credit for a subleaRemaining increases of approximately
$3.7 million in accounts payable and accrued expengere due to general increases in our businésgias as a result of greater headcount
and increased product development costs.

Net cash provided by investing activitiessw$48.2 million for the year ended December 30820uring 2008, we used $120.5 million of
cash to purchase marketable securities, and weveec$172.1 million from sales and maturities ofrkedable securities. Net cash provided by
investing activities was $60.9 million for the yearded December 31, 2007. During 2007, we used.$2diflion of cash to purchase
marketable securities, offset by cash provided3d#4$7 million in maturities of marketable secusti®let cash used in investing activities was
$46.3 million for the year ended December 31, 2@&ing 2006, we used $243.2 million of cash toghaise marketable securities, offset by
cash provided of $206.6 million in maturities of niketable securities. During the years ended DeceBihe2008, 2007 and 2006, we used
$3.4 million, $8.8 million and $9.8 million, resgaely, to purchase laboratory equipment and leaskimprovements.

Net cash provided by financing activities the year ended December 31, 2008 was $22.3milWe received net proceeds of
$24.1 million from our public offering of commorosk in December 2008 and $1.2 million from stocki@pexercises and purchases of
common shares through our employee stock purcHase These proceeds were offset by principal paysein$2.4 million on our line of
credit and lease agreement obligations and $0lmin financed leasehold improvements relateoutocorporate facility. Net cash provided
by financing activities for the year ended Decenier2007 was $6.1 million. We borrowed $4.2 million an equipment lease agreement
entered into in December 2005, recovered $3.7aniiln property and equipment from the assignmemat iiblease, received proceeds of
$0.9 million from stock option exercises and pusssof common shares through our employee stodhpse plan, offset by principal
payments of $2.1 million on our line of credit drdse agreement obligations and payments of $0liémon financed leasehold
improvements. Net cash provided by financing atisifor the year ended December 31, 2006 was $6®8i0n. We received net proceeds of
$74.9 million from the sale of 4,708,679 sharesafimon stock to Novartis Pharma AG, of which $18ilion was classified as deferred
revenue. Additionally, we borrowed $3.7 million an equipment lease agreement, received $3.2 millidinancing from our landlord for
leasehold improvements related to our corporatéitia@and received proceeds of $1.3 million frotock option exercises and purchases of
common shares through our employee stock purcHaeegifset by principal payments of $1.3 million our line of credit and lease agreen
obligations and payments of $0.3 million on finashé®asehold improvements.

The following table summarizes our contwatobligations and commercial commitments at Ddamm31, 2008:

2010 2012

Payments Due by Perio through  through  After

Contractual Obligations (in thousands) Total 2009 2011 2013 2013

License maintenance obligatio $ 76z $ 13 $ 31t $ 31f L

Short and lon-term line of credit obligatio 17 17 — — $—

Capital lease obligatior 7,11¢ 2,671 4,44: - -

Operating lease obligatiol 8,58( 3,65( 4,93( - =

Total contractual obligatior $16,47: $6,471 $9,68¢ $ 31t $—
* After 2013, the annual obligations, which extendifinitely, are approximately $0.2 million per year
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We anticipate that our current cash, caglivalents and short-term investments will be sigfit to fund our operations through at least
2010. However, our forecast of the period of titm@tgh which our financial resources will be adégqua support our operations is a forward-
looking statement that involves risks and uncetiigén and actual results could vary materially.

Critical Accounting Policies and Estimates

Our discussion and analysis of our finanodedition and results of operations are basedwrfinancial statements, which have been
prepared in accordance with accounting principkysegally accepted in the United States. The préiparaf these financial statements requires
us to make estimates and judgments that affeceterted amounts of assets and liabilities andlibeosure of contingent assets and liabili
at the date of the financial statements and therteg amounts of revenues and expenses duringflogting periods. On an on-going basis, we
evaluate our estimates and judgments, includingehelated to revenue, accrued expenses and ceqaity instruments. Prior to our initial
public offering, we also evaluated our estimates jadgments regarding the fair valuation assigmeour common stock. We base our
estimates on historical experience, known trendseaments and various other factors that are beliéwéde reasonable under the circumstances
the results of which form the basis for making jondgnts about the carrying values of assets andifiebithat are not readily apparent from
other sources. Actual results may differ from thesémates under different assumptions or condition

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

Revenue

We record revenue on an accrual basisiagarned and when amounts are considered coliecRevenues received in advance of
performance obligations or in cases where we haantinuing obligation to perform services are defé and recognized over the performe
period. When we are required to defer revenuepénmod over which such revenue is recognized isdas estimates by management and may
change over the course of the performance peribthedinception of a collaboration agreement, wiavese the term of our performance
obligation based on our development plans and stimate of the regulatory review period. The depgient plans generally include designing
a manufacturing process to make the drug prodoaling up the process, contributing to the prepamadf regulatory filings, further scaling up
the manufacturing process to commercial scale elated development of intellectual property. Eagporting period we reassess our
remaining performance obligations under the appleaollaboration arrangement by considering theetperiod over which any remaining
development and related services to be providext priobtaining regulatory approval are expectede@ompleted. Changes in our estimate
could occur due to changes in our development mausie to changes in regulatory or legal requirgsmeNe have deferred upfront payments
of $0.6 million and $13.6 million in connection Wibur 2003 Sandoz Collaboration and 2006 Sandoai@whtion, respectively. Such upfront
payments are being recognized over our estimateddoef performance obligation, which is approxielgtfive and a half years and six years,
respectively, from the applicable collaborationgption date. The deferral period for the upfrontrpant associated with our 2003 Sandoz
Collaboration was completed during 2008.

Revenue from milestone payments that remtehie culmination of a separate earnings proamessecorded when the milestone is
achieved.

Cash, Cash Equivalents, and Marketable Securities

We invest our excess cash in bank depasiteey market accounts, corporate debt securgd@smercial paper and U.S. government
sponsored enterprise obligations. We considerigiiiy liquid
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investments purchased with maturities of three Im®ot less from the date of purchase to be casaqnts. Cash equivalents are carried at
fair value, which approximates cost, and primacityisist of money market funds maintained at maj&. financial institutions. All marketable
securities, which primarily represent marketabletdecurities, have been classified as "availabteséle.” Purchased premiums or discounts
on debt securities are amortized to interest inctimmugh the stated maturities of the debt seegritiVe determine the appropriate
classification of our investments in marketableusigies at the time of purchase and evaluate sesigdation as of each balance sheet date.
Unrealized gains and losses are included in accatediother comprehensive income (loss), whichpgsnted as a separate component of
stockholders' equity. Realized gains and losseslantines in value judged to be other-than-tempgifany, on available-for-sale securities
are included in interest income. During the yeateghDecember 31, 2008, we recorded realized gaimsavketable securities of $47,000.
There were no realized gains or losses on marletsaurities during the years ended December 3T, @02006. The cost of securities sold is
based on the specific identification method. Ideearned on marketable securities is includedterést income.

Intangible Assets

We have acquired intangible assets thatalge and record. Those assets for which thera@edternative uses are expensed as acquired
in-process research and development, and thosarthapecifically identified and have alternativeufe uses are capitalized. We use a
discounted cash flow model to value intangible &saeacquisition. The discounted cash flow modglires assumptions about the timing and
amount of future cash inflows and outflows, risklahe cost of capital. Each of these factors cgnifstantly affect the value of the intangible
asset. We review intangible assets for impairmerd periodic basis using an undiscounted net dagls fapproach when impairment indica
arise. If the undiscounted cash flows of an intalggasset are less than the carrying value of amgible asset, we would write down the
intangible asset to the discounted cash flow valieere we cannot identify cash flows for an indiidtlasset, our review is applied at the
lowest group level for which cash flows are ideabfe.

Fair Value of other Financial Instruments

The carrying amounts of our other finan@iatruments, which include other accrued expereggzoximate their fair values due to their
short maturities. The carrying amount of our lifieredit and capital lease obligations approxintagar fair values due to their variable inter
rates.

Accrued Expense

As part of the process of preparing finahstatements, we are required to estimate acaxeehses. This process involves identifying
services that have been performed on our behalfferdestimating the level of service performed tedassociated cost incurred for such
service as of each balance sheet date in our fimlastatements. Examples of estimated expensesHizh we accrue include contract service
fees paid to contract manufacturers in conjunctiith the production of clinical drug supplies adcbntract research organizations. In
connection with such service fees, our estimatesrerst affected by our understanding of the statalstiming of services provided relative to
the actual levels of services incurred by suchisemroviders. The majority of our service provilervoice us monthly in arrears for services
performed. In the event that we do not identifytaiercosts, which have begun to be incurred, oumger- or oveestimate the level of servic
performed or the costs of such services, our redakpenses for such period would be too low ohigh. The date on which certain services
commence, the level of services performed on asreed given date and the cost of such servicesfare determined based on subjective
judgments. We make these judgments based upoadtednd circumstances known to us in accordarttegenerally accepted accounti
principles.
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Stock-Based Compensation

We adopted the Financial Accounting Stadsi&@oard's, or FASB, Statement of Financial AccmgnStandards, or SFAS, No. 123
(revised 2004)Share Based Paymenor SFAS 123R, effective January 1, 2006 undentbdified prospective transition method. SFAS 123R
requires the recognition of the fair value of stbelsed compensation expense in our operationgamudingly the adoption of SFAS 123R
fair value method has had and will continue to hasggnificant impact on our results of operati@itough it will have no impact on our
overall financial position.

Prior to January 1, 2006, we accountecfoployee stock options under the recognition anasmement provisions of Accounting
Principles Board, or APB, Opinion No. 2&¢counting for Stock Issued to EmployeesAPB 25, and provided pro forma disclosureaetf
loss attributable and net loss per share allodabd®@mmon stockholders as if we had adopted thevéhile based method of accounting in
accordance with SFAS No. 128¢ccounting for Stock-Based Compensatias amended by SFAS No. 14&counting for Stock-Based
Compensation—Transition and Disclosure—an amendofdPASB Statement No. 123

We determine the fair value of each optiorard on the date of grant using the Black-Schilegon option pricing model. Option
valuation models require the input of highly sulijgzassumptions, including stock price volatiiyd expected term of an option. In
determining our volatility, we have considered iraglvolatilities of currently traded options to pide an estimate of volatility based upon
current trading activity in addition to our histoal volatility. After considering other factors $uas our stage of development and the length of
time we have been public, we believe a blendedtilibfarate based upon historical performance, &4 as the implied volatilities of currently
traded options, best reflects the expected vdlatli our stock going forward. Changes in markétgdirectly affect volatility and could cause
stock-based compensation expense to vary significemfuture reporting periods.

The expected term of awards representpehed of time that the awards are expected toutgtanding. We use a blend of our own
historical employee exercise and post-vest terrtndiehavior and expected term data from our pemrgto arrive at the estimated expected
life of an option. For purposes of identifying slamientities, we considered characteristics sudhdisstry, stage of life cycle and financial
leverage. We update these assumptions as needgftetr recent historical data. Additionally, weeaequired to estimate forfeiture rates to
approximate the number of shares that will vest period to which the fair value is applied. Welwintinually monitor employee exercise
behavior and may further adjust the estimated gemthforfeiture rates in future periods. Increashgestimated life would result in an increase
in the fair value to be recognized over the redgliservice period, generally the vesting periodintzted forfeitures will be adjusted to actual
forfeitures upon the vest date of the cancelleiboptas a cumulative adjustment on a quarterlysbasie risk-free interest rates used in the
Black-Scholes-Merton option pricing model are basedhe United States Treasury yield curve in éffecperiods corresponding with the
expected term of the stock option.

The value of our restricted stock awardegognized as compensation cost in our consotidgtegements of operations over each award's
explicit or implicit service periods. We estimateaward's implicit service period based on our ksttnate of the period over which an
award's vesting conditions will be achieved. Wevadigate these estimates on a quarterly basis dhteabgnize any remaining unrecognized
compensation as of the date of an estimate revisienthe revised remaining implicit service peribdJune 2008, we revised the implicit
service period for certain performance-based sttistock awards due to a change in the expeetgtihy date. As a result of this change in
estimate, our net loss and net loss per shar&iéoygar ended December 31, 2008 was $0.2 millidrs@r01 per share, respectively, less than
had the estimate remained unchanged.
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For the years ended December 31, 2008, 206872006, we recognized total stock-based comfiensaxpense under SFAS 123R of
$9.2 million, $12.7 million and $11.4 million, resgtively. As of December 31, 2008, the total rerimgjrunrecognized compensation cost
related to nonvested stock option awards amount&d 1.8 million, including estimated forfeitureshish will be amortized over the weighted-
average remaining requisite service periods of/8ats. As of December 31, 2008, the total remaiomgcognized compensation cost related
to nonvested restricted stock awards amounted.®réidlion, including estimated forfeitures, whiglill be amortized over the weighted-
average remaining requisite service periods of@pprately 1.4 years.

Recently Issued Accounting Pronouncements

In December 2007, the FASB issued SFASIMG(R),Business Combinationor SFAS 141(R), a replacement for SFAS No. 141,
Business Combinatior. SFAS 141(R) retains the fundamental requiremeh&-AS No. 141, but requires the recognition bhatets acquire
and liabilities assumed in a business combinatigher fair values as of the acquisition datel$ requires the recognition of assets acquired
and liabilities assumed arising from contractuaitocencies at their acquisition date fair valugdditionally, SFAS 141(R) supersedes FASB
Interpretation, or FIN, No. 4Applicability of FASB Statement No. 2 to BusinessiRinations Accounted for by the Purchase MethaeHich
required research and development assets acqnieetisiness combination that have no alternatitted use to be measured at their fair
values and expensed at the acquisition date. SBAS) now requires that purchased research andapewent be recognized as an intangible
asset. We are required to adopt SFAS 141(R) prtispicfor any acquisitions on or after Januar@09. We do not expect the adoption of
SFAS 141(R) to have any impact on our results efations, financial position or cash flows.

In December 2007, the FASB issued EITFdgsa. 07-1Accounting for Collaborative Arrangements,EITF 07-1. EITF 07-1 requires
collaborators to present the results of activit@swvhich they act as the principal on a grossdaai report any payments received from (made
to) other collaborators based on other applicaldé&B or, in the absence of other applicable GAARdabon analogy to authoritative
accounting literature or a reasonable, rational, @nsistently applied accounting policy electibarther, EITF 07t clarified the determinatic
of whether transactions within a collaborative agament are part of a vendor-customer (or analggelationship subject to EITF Issue
No. 03-9, Accounting for Consideration Given by a Vendor ©Bwstomer (Including a Reseller of the Vendor'sdeais).EITF 07-01 is
effective for all of our collaborations existingexf January 1, 2009. We do not currently belieweatioption of EITF 07-1 will have a material
impact on our results of operations, financial posior cash flows.

In December 2007, the FASB issued SFASI80, Noncontrolling Interests in Consolidated Financ&thtements, an Amendment of /
No. 51,0r SFAS 160. SFAS 160 requires that noncontroliinigrests be reported as a separate componentity eipat net income attributak
to the parent and to the noncontrolling interességarately identified in the consolidated statdmépperations, that changes in a parent's
ownership interest be accounted for as equity &etigns, and that, when a subsidiary is decondelitjany retained noncontrolling equity
investment in the former subsidiary and the gailoss on the deconsolidation of the subsidiary lkasured at fair value. SFAS 160 will be
applied prospectively, except for presentation @isdlosure requirements which will be applied repectively, as of the beginning of our fis
year 2010. We do not currently have any noncomtiginterests, and therefore the adoption of SFB®&i% not expected to have an impac
our results of operations, financial position osltéiows.

In February 2008, the FASB issued Staffititog or FSP, No. 157-Zffective Date of FASB Statement No. 167 FSP 157-2, which
delays the effective date of Statement No. 15aflononfinancial assets and nonfinancial liabiitiexcept for those that are recognized or
disclosed at fair value in the financial statememts recurring basis. We are required to applyptiogisions of
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Statement No. 157 to nonfinancial assets and nandial liabilities as of January 1, 2009. We dolrelteve the adoption of FSP 157-2 will
have a material impact on our future results ofrafiens or financial position.

In March 2008, the FASB issued SFAS No., TH&closures about Derivative Instruments and Hedghativities, or SFAS 161.
SFAS 161 enhances the disclosure requirementsforative instruments and hedging activities. SA&3 was effective January 1, 2009.
Since SFAS 161 requires only additional disclosgmgerning derivatives and hedging activities,mide of SFAS 161 will not affect our
results of operations, financial position or cdskwé given that we do not engage in derivativeexding activities.

In May 2008, the FASB issued SFAS No. IB%#& Hierarchy of Generally Accepted Accounting Bipfes, or SFAS 162. SFAS 162
identifies the sources of accounting principles taframework for selecting the principles to Isediin the preparation of financial statemt
that are presented in conformity with accountinggples generally accepted in the United States.d&/ not expect the adoption of SFAS 162
to have a material impact on our consolidated firegrstatements.

Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK

We are exposed to market risk related tmgps in interest rates. Our current investmerntyd to maintain an investment portfolio
consisting mainly of U.S. money market, governnssdured, and high-grade corporate securities, thirecthrough managed funds, with
maturities of twenty-four months or less. Our castieposited in and invested through highly ratedrfcial institutions in North America. Our
marketable securities are subject to interestriskeand will fall in value if market interest ratencrease. However, due to the conservative
nature of our investments and relatively shortaffe maturities of debt instruments, interest radk is mitigated. If market interest rates were
to increase immediately and uniformly by 10% framdls at December 31, 2008, we estimate that thedlue of our investment portfolio
would decline by an immaterial amount. We do nohalgrivative financial instruments in our investrnpartfolio. Accordingly, we do not
believe that there is any material market risk axpe with respect to derivative, foreign currencyther financial instruments that would
require disclosure under this item.
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ltem 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY D ATA

Momenta Pharmaceuticals, Inc.
Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholderoimenta Pharmaceuticals, Inc.

We have audited the accompanying conse@ihatlance sheets of Momenta Pharmaceuticalsasmaf December 31, 2008 and 2007, and
the related consolidated statements of operatginskholders' equity and comprehensive loss, asl ftaws for each of the three years in the
period ended December 31, 2008. These financiemtnts are the responsibility of the Company'sagament. Our responsibility is to
express an opinion on these financial statemersiscban our audits.

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

In our opinion, the financial statementereed to above present fairly, in all materialpests, the consolidated financial position of
Momenta Pharmaceuticals, Inc. at December 31, 2608007, and the consolidated results of its djpexand its cash flows for each of the
three years in the period ended December 31, 20@®nformity with U.S. generally accepted accongtprinciples.

As discussed in Note 12 to the consolidéitexhcial statements, effective January 1, 200& Gompany adopted Financial Accounting
Standards Board (FASB) Interpretation No. AB¢ounting for Uncertainty in Income Taxes an Iptetation of FASB Statement No. 109

We also have audited, in accordance wighstandards of the Public Company Accounting Ogatdoard (United States), Momenta
Pharmaceuticals, Inc.'s internal control over foiahreporting as of December 31, 2008, based iberier established in Internal Control—
Integrated Framework issued by the Committee ohSpong Organizations of the Treadway Commissiaha@ur report dated March 10, 2009
expressed an unqualified opinion thereon.

/sl Ernst & Young LLP

Boston, Massachusetts
March 10, 2009
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Momenta Pharmaceuticals, Inc.

Consolidated Balance Sheets

Assets

Current asset:

Cash and cash equivalel

Marketable securitie

Accounts receivabl

Unbilled collaboration revent

Prepaid expenses and other current a:

Total current asse
Property and equipment, net of accumulated defreci
Intangible assets, n
Restricted cas
Other asset

Total asset

Liabilities and Stockholders' Equity
Current liabilities:

Accounts payabl

Accrued expense

Deferred revenu

Line of credit obligation:

Capital lease obligatior

Lease financing liability

Deferred ren

Other current liabilitie:

Total current liabilities
Deferred revenue, net of current port
Capital lease obligations, net of current por
Lease financing liability, net of current porti
Other long term liabilitie!

Total liabilities
Commitments and contingencies (Note
Stockholders' Equity:

Preferred stock, $0.01 par value; 5,000 shareeréd at December 31, 2008 and 2007, 100 shargsrgds A
Junior Participating Preferred Stock, $0.01 pauealesignated and no shares issued and outste
Common stock, $0.0001 par value; 100,000 sharémaned at December 31, 2008 and 2007, 39,691 G483

shares issued and outstanding at December 31,&@D8007, respective
Additional paic-in capital
Accumulated other comprehensive inca
Accumulated defici
Total stockholders' equi

Total liabilities and stockholders' equ

December 31,

2008 2007
(In thousands, except per shar
amounts)
$ 5507 $ 33,03¢

53,46 102,89¢
45¢ 747
2,372 9,037
1,215 1,984
112,57" 147,70"
14,72°¢ 15,29¢
3,111 3,49t
1,77¢ 1,77¢

12 24

$ 132,200 $ 168,29¢
$ 557¢ $ 9,13:
6,74 5,97:
2,15( 2,18(

17 721

1,84¢ 1,69¢
687 64C

70 70

2,00(¢ 2,00
19,09: 22,41
8,06: 10,217
4,42 6,27:
99t 1,681

11¢ 18C
32,69¢ 40,75¢

4 4
356,12 321,60
414 332
(257,03) (194,400
99,50¢ 127,54(

$ 132,200 $ 168,29¢

The accompanying notes are an integral part oktheasolidated financial statements.
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Momenta Pharmaceuticals, Inc.

Consolidated Statements of Operations

Year Ended December 31,
2008 2007 2006
(In thousands,
except per share amounts)

Collaboration revenu $14,57C $21,56. $ 15,99¢
Operating expense
Research and developmel 55,30! 69,89¢ 46,91¢
General and administrative 24,591 28,21¢ 28,46¢
Total operating expens: 79,89: 98,11¢ 75,38
Loss from operation (65,327 (76,557 (59,389
Other income (expense
Interest incomt 3,48: 8,48¢ 7,97¢
Interest expens (79¢) (80¢) (504
Net loss $(62,637) $(68,887) $(51,919)
Basic and diluted net loss per sh $ 179 $ (199 $ (162

Shares used in computing basic and diluted netdesshar  35,96( 35,63¢ 32,10:

* Includes stoc-based compensation as follov
Research and developm $ 3,12¢ $ 479 $ 4,367
General and administratiy $ 6,09C $ 7,898 $ 7,03t

The accompanying notes are an integral part oktheasolidated financial statements.
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Momenta Pharmaceuticals, Inc.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY AND COMPREHENSIVE LOSS

Balances at December 31, 2(

Issuance of common stock to Sani

Issuance of common stock pursuant to the exer€istook options and employee
stock purchase ple

Issuance of restricted sto

Cancellation of restricted sto

Reclassification of unearned compensation on natedeshare awards upon
adoption of SFAS 123

Stocl-based compensation expense for emplo

Stocl-based compensation expense for-employee:

Unrealized gain on marketable securi

Net loss

Comprehensive los

Balances at December 31, 2(

Issuance of common stock pursuant to the exer¢is®mok options and employee
stock purchase ple

Issuance of restricted sto

Stocl-based compensation expense for emplo

Stocl-based compensation expense for-employee:

Unrealized gain on marketable securi

Net loss

Comprehensive los

Balances at December 31, 2C

Issuance of common stock in public offer

Issuance of common stock pursuant to the exeréisok options and employee
stock purchase ple

Issuance of restricted sto

Cancellation of restricted stor

Stocl-based compensation expense for emplo

Unrealized gain on marketable securi

Net loss

Comprehensive los
Balances at December 31, 2C

The accompanying notes are an integral part oktheasolidated financial statements.

(In thousands)

Common Stock Accumulated
I Other
Additional Comprehensive Total
Deferred Accumulated  Stockholders
Par Paid-In Income Stock
Shares Value Capital (Loss) Compensatior Deficit Equity
30465 $ 3 $ 236,19 $ (239) $ (2,199 $ (73,6060 $  160,15!
4,70¢ 1 61,38: — — — 61,38¢
37¢ — 1,27¢ — — — 1,27¢
74t — — — — — —
(200) — — — — — —
— — (2,199 — 2,19: — —
— — 11,13( — — — 11,13(
— — 272 — — — 27z
— — — 284 — — 284
— — — — — (51,91)) (51,917
— — — — — — (51,629
36,09¢ $ 4 $ 308,06 $ 45  $ — $ (125,519 $  182,59:
142 — 85€ — — — 85€
24€ — — — — — —
— — 12,68: — — — 12,68:
— — 5 — — — 5
— — — 287 — — 287
— — — — — (68,88:) (68,887)
— — — — — — (68,59¢)
36,48¢ $ 4 $ 32160 $ 332 % — $ (194,400 $ 127,54
2,80( — 24,14( — — — 24,14(
192 1,16¢ — — — 1,16¢
252 — — — — — —
(43 — — — — — —
— — 9,214 — — — 9,21¢
— — — 82 — — 82
— — — — — (62,637) (62,637)
— — — — — — (62,55%)
39697 $ 4 $ 356,12: $ 414 3% — $ (257,03) $ 99,50¢
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Momenta Pharmaceuticals, Inc.

Consolidated Statements of Cash Flows

Year Ended December 31,
2008 2007 2006
(In thousands)

Cash Flows from Operating activities:

Net loss $ (62,637 $ (68,88) $ (51,919
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic 3,97¢ 3,30¢ 1,947
Stoclk-based compensation expel 9,214 12,68 11,40:
Loss on disposal of asse 7 92 147
Accretion of discount on investmer (2,047 (5,907%) (1,702)
Realized gain on sales of marketable secut 47 — —
Charge for i-process research and developr — 737 —
Amortization of intangible: 384 26€ —
Changes in operating assets and liabilit
Accounts receivabl 292 (747) —
Unbilled collaboration revent 6,66¢% (4,310 (380)
Prepaid expenses and other current a 767 85 73C
Restricted cas — 2,907 (2,907
Other asset 12 12 (30
Accounts payabl (3,559 4,821 1,231
Accrued expense 771 187 2,431
Deferred ren (70 (312 42¢
Deferred revenu (2,179 (1,287%) 13,40¢
Other long term liabilitie! 26 — —
Net cash used in operating activit (48,42)  (56,33¢) (25,210
Cash Flows from Investing activities:
Purchase of intangible ass — (2,500 —
Purchases of marketable securi (120,52)) (242,526 (243,17
Proceeds from maturities of marketable secur 163,80( 314,73t 206,61:
Purchase of property and equipm (3,41)) (8,817%) (9,780
Sales of marketable securiti 8,341 — —
Net cash provided by (used in) investing activi 48,20: 60,89: (46,34
Cash Flows from Financing activities:
Proceeds from public offering of common stock, afessuance cos 24,14( — —
Proceeds from issuance of common stock to San@bnfissuance cos — — 61,38
Proceeds from issuance of common stock under gtiacis 1,16€ 85€ 1,27¢
Proceeds from financing of leasehold improvem — — 3,19¢
Payments on financed leasehold improvem (639) (59€) (282)
Principal payments on line of cre: (721) (883 (845)
Proceeds from capital lease obligatir — 4,19¢ 3,73¢
Principal payments on capital lease obligati (1,69¢€) (1,169 (45%)
Proceeds from assignment of sublease, net of reco¥eent expens — 3,724 —
Net cash provided by financing activiti 22,25( 6,131 68,01¢
Increase (decrease) in cash and cash equivi 22,032 10,68 (3,539
Cash and cash equivalents, beginning of pe 33,03¢ 22,35! 25,89(
Cash and cash equivalents, end of pe $ 55,07C $ 33,03¢ $ 22,35
Supplemental Cash Flow Information:
Cash paid for intere: $ 79¢ % 80¢ $ 504
Non Cash Transactions:
Accrued milestone payments to Pari $ — $ 2,000 $ =

The accompanying notes are an integral part oktheasolidated financial statements.
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Momenta Pharmaceuticals, Inc.

Notes to Consolidated Financial Statements Decembai, 2008
1. The Company
Business

Momenta Pharmaceuticals, Inc. (the "CompanyMomenta") was incorporated in the state ofddeare on May 17, 2001 and began
operations in early 2002. Its facilities are lockite Cambridge, Massachusetts. Momenta is a biatdogy company specializing in the
detailed structural analysis of complex mixturegdiuapplying its technology to the developmentexfeyic or follow-on versions of complex
drug products as well as to the discovery and dgweént of complex novel drugs. The Company pregelatives all of its revenue from
research collaborations with pharmaceutical comgsni

2. Summary of Significant Accounting Policies
Principles of Consolidatior

The Company's consolidated financial statetinclude the Company's accounts and the accofithe Company's wholly-owned
subsidiary, Momenta Pharmaceuticals Securities @atjon. All intercompany transactions have beémiahted.

Use of Estimates

The preparation of financial statementsdnformity with accounting principles generally eapted in the United States requires
management to make estimates and assumptiondféattae amounts reported in the financial statetiand accompanying notes. Actual
results could differ materially from those estinsate

Cash, Cash Equivalents, and Marketable Securities

The Company invests its excess cash in bapbksits, money market accounts, corporate dehtites, commercial paper and U.S.
government sponsored enterprise obligations. Thap2oy considers all highly liquid investments pasdéd with maturities of three months
less from the date of purchase to be cash equitgal€ash equivalents are carried at fair valueckhvhpproximates cost, and primarily consist
of money market funds maintained at major U.S.rfaial institutions. All marketable securities, whigrimarily represent marketable debt
securities, have been classified as "availableséde-" Purchased premiums or discounts on debtiSesware amortized to interest income
through the stated maturities of the debt secsritidsanagement determines the appropriate clagsificaf its investments in marketable
securities at the time of purchase and evaluatds designation as of each balance sheet date. lin@etgains and losses are included in
accumulated other comprehensive income (loss),wikiceported as a separate component of stockisoktguity. Realized gains and losses
and declines in value judged to be other-than-teargoif any, on available-for-sale securities im@uded in interest income. During the year
ended December 31, 2008, the Company recordededaliains on marketable securities of $47,000.€eltvere no realized gains or losses on
marketable securities during the years ended DeeeB1y 2007 or 2006. The cost of securities solmh&ed on the specific identification
method. Interest earned on marketable securitiegligded in interest income.
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Credit Risks and Concentrations

Financial instruments that potentially ®dbjthe Company to a concentration of credit rishsist of cash and cash equivalents and
marketable securities. The Company has establighieidlines relating to diversification and mat@dtithat allow the Company to manage risk.

Fair Value of Other Financial Instruments

The carrying amounts of the Company's ofinancial instruments, which include other accregdenses, approximate their fair values
due to their short maturities. The carrying amafrthe Company's line of credit and capital leaskgations approximate their fair values due
to their variable interest rates.

Unbilled Collaboration Revenue

Unbilled collaboration revenue represemt®ants owed from one collaborative partner at Ddma31, 2008 and December 31, 2007.
Company has not recorded any allowance for unddlecaccounts or bad debt write-offs and it morstids receivables to facilitate timely
payment.

Property and Equipmen

Property and equipment are stated at Gusts of major additions and betterments are diaggth maintenance and repairs, which do not
improve or extend the life of the respective asastscharged to expense. Upon disposal, the retastcand accumulated depreciation or
amortization is removed from the accounts and asulting gain or loss is included in the resultepérations. Depreciation is computed using
the straightine method over the estimated useful lives ofghgets, which range from three to seven yearsetesssets meeting certain caj
lease criteria are capitalized and the presenevalfihe related lease payments is recorded abidtlf. Assets under capital lease arrangements
are depreciated using the straight-line method theair estimated useful lives. Leasehold improvetsane amortized over the estimated useful
lives of the assets or related lease terms, whahiewshorter.

Long-Lived Assets

The Company evaluates the recoverabilitysgbroperty, equipment and intangible assets vdireamstances indicate that an event of
impairment may have occurred in accordance wittptiogisions of the Financial Accounting Standardail's ("FASB") Statement of
Financial Accounting Standards ("SFAS") No. 1Adcounting for the Impairment or Disposal of Longdd Assetsor SFAS 144, which
provides that companies (1) recognize an impairrgastonly if the carrying amount of a long-livesbkat is not recoverable based on its
undiscounted future cash flows and (2) measurengairment loss as the difference between the cayrgmount and fair value of the asset.
Impairment is measured based on the differencedsstwhe carrying value of the related assets anésses and the undiscounted future cash
flows of such assets or businesses. In additioASSF4 provides guidance on accounting and disobossues surrounding lodiged assets
be disposed of by sale. No impairment charges haee required to be recognized through Decembe2(®13.

Revenue Recognitio

The Company recognizes revenue from rebesrd development collaboration agreements in decae with the U.S. Securities and
Exchange Commission's ("SEC") Staff Accounting Bl ('SAB") No. 101 Revenue Recognition in Financial Statemeiais amended by
SAB No. 104 Revenue Recognitigrand Emerging Issues Task Force ("EITF") Issue@e21,Revenue Arrangements With Multiple
Deliverables.
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Under the terms of collaboration agreementered into by the Company, the Company may vea®n-refundable, up-front license fees,
funding or reimbursement of research and developmiorts, milestone payments if specified objeesiare achieved and/or profit-sharing or
royalties on product sales. Agreements containinfjiple elements are divided into separate unitaa@ounting if certain criteria are met,
including whether the delivered element has st@ode value to the collaborative partner and wirethere is objective and reliable evidenc
fair value of the undelivered obligation(s). Theasieration received is then allocated among thars¢e units based on either their respective
fair values or the residual method, and the apble&eevenue recognition criteria are applied tcheafcthe separate units.

Revenues from non-refundable, up-frontrigeefees are recognized on a straight-line bagisthe contracted or estimated period of
performance, which is typically the developmenirteResearch and development funding is recognigezhmed over the period of effort.

Any milestone payments are recognized asmge upon achievement of the milestone only itijg)milestone payment is non-refundable,
(2) substantive effort is involved in achieving thdestone and (3) the amount of the milestone@sonable in relation to the effort expended
or the risk associated with achievement of the stilee. If any of these conditions are not metntilestone payment is deferred and
recognized as revenue over the estimated remajarigd of performance under the contract as thef2mmy completes its performance
obligations. Royalty and/or profit-share revendi@ny, is recognized based upon actual and estéhmadesales of licensed products in licensed
territories as provided by the licensee and inphigod the sales occur. The Company has not rezedr@iny milestone, royalty or profit-share
revenue to date.

Research and Developme

Research and development costs are expassadurred. Research and development costs melhages, benefits, facility and other
research-related overhead expenses, as well asdidees and contracted research and developniaities Nonrefundable advance
payments for goods or services to be receiveddriuture for use in research and development ¢iesvare deferred and capitalized in
accordance with EITF Issue No. 07A3;counting for Nonrefundable Advance Payments fosdS or Services to Be Used in Future Research
and Development Activitiesvhich was adopted by the Company effective Jgnuia008. The adoption of EITF 07-03 did not hamempact
on our results of operations, financial positiorcash flows. The capitalized amounts are expenségearelated goods are delivered or the
services are received.

Stock-Based Compensation Expense

As discussed more fully in Note 3, the Campadopted SFAS No. 123 (revised 20@Hare-Based Paymenor SFAS 123R, effective
January 1, 2006 under the modified prospectivesttiam method of adoption. Under this method, thevisions of SFAS 123R apply to all
awards granted or modified after the date of adoptin addition, the unrecognized expense of awaotiyet vested at the date of adoption,
determined under the original provisions of SFAS N2B,Accounting for Stock-Based Compensati@being recognized in the Company's
statements of operations in the periods after #te df adoption over the remaining vesting peridfday. Stock-based compensation expense
primarily relates to stock options, restricted &taad stock issued under the Company's stock optanrs and employee stock purchase plan.
The Company recognizes stock-based compensati@nsggqual to the fair value of stock options straight-line basis over the requisite
service period. Restricted stock awards are redoadecompensation cost, based on the market valtireeadate of the grant, on a straight-line
basis over the requisite service period.

In accordance with SFAS 123R, the fair eabfieach option award was estimated on the dajeaot using the Black-Scholes-Merton
option-pricing model. The Company considers, amathgr
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factors, the implied volatilities of its own curtintraded options to provide an estimate of vétstbased upon current trading activity. The
Company concluded that a blended volatility ratedolaupon the most recent four-and-one-half yeaogeif its own historical performance, as
well as the implied volatilities of its own currntraded options, appropriately reflects the expewolatility of its stock going forward. The
Company uses a blend of its own historical datapeet data to estimate option exercise and empl@ysgnation behavior, adjusted for
known trends, to arrive at the estimated expedteat an option.

For purposes of identifying peer entitié® Company considers characteristics such astirydasage of life cycle and financial leverage.
The Company updates these assumptions as neeridftbtd recent historical data. The risk-free ipstrate for periods within the contractual
life of the option is based on the U.S. Treasugldycurve in effect at the time of grant.

SFAS 123R requires the application of amrested forfeiture rate to current period expemseetognize stock-based compensation
expense only for those awards expected to vestChimnepany estimates forfeitures based upon histiateta, adjusted for known trends, and
will adjust its estimate of forfeitures if actualrfeitures differ, or are expected to differ froocth estimates. Subsequent changes in estimated
forfeitures will be recognized through a cumulatadjustment in the period of change and will alepact the amount of stock-based
compensation expense in future periods.

Unvested stock options held by consultaatge been revalued using the Company's estimdtérafalue at each balance sheet date
pursuant to EITF Issue No. 96-18;counting for Equity Instruments That Are Isswe®ther Than Employees for Acquiring, or in Conjimrt
with Selling, Goods or ServiceStock-based compensation expense is recordetardance with FASB Interpretation ("FIN") No. 28,
Accounting for Stock Appreciation Rights and Otfiariable Stock Option or Award Plal, or FIN 28.

Income Taxes

The Company accounts for income taxes uS#&S No. 109Accounting for Income Taxe®r SFAS 109. Under this method, deferred
tax assets and liabilities are determined basati@differences between the financial reporting axdases of assets and liabilities and are
measured using the enacted tax rates that wih leéféct when the differences are expected to sevek valuation allowance is recorded when
it is more likely than not that the deferred tagetswill not be recovered.

The Company follows FIN No. 48¢counting for Uncertainty in Income Taxes—an Iptetation of FASB Statement No. 10& FIN 48,
which clarifies the accounting for uncertainty ilt@me taxes recognized in an enterprise's finastagments in accordance with SFAS 109.
FIN 48 prescribes a recognition threshold and nremsent attribute for the financial statement redtbgm and measurement of a tax position
taken or expected to be taken in a tax return.48Mlso provides guidance on derecognition, cligssibn, interest and penalties, accounting in
interim periods, disclosure and transition.

As a result of adopting FIN 48, as of Jayua 2007, the Company recorded a reduction idéferred tax asset valuation allowance of
approximately $3.1 million for unrecognized tax béts related to research and development tax tcaedi net operating losses. During the
years ended December 31, 2008 and 2007, the Conmgah$529,000 and $1.1 million of net additiong#tainrecognized tax positions and
deferred tax assets under FIN 48, respectively.ddrapany's practice has been and continues to teeognize interest and penalty expenses
related to uncertain tax positions in income tagesse, which was zero for the years ended Dece®ih&008, 2007 and 2006.
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The Company files income tax returns inlthmited States federal jurisdiction and multiplatetjurisdictions. The Company is no longer
subject to any tax assessment from an income taxigation for years before 2004, except to thereitteat in the future it utilizes net
operating losses or tax credit carryforwards thigfimated before 2004. The Company currently isurater examination by the Internal
Revenue Service or other jurisdictions for anyytears.

Comprehensive Loss

The Company reports comprehensive losséoralance with SFAS No. 13Bgporting Comprehensive Incomehich establishes rules
for the reporting and display of comprehensive meqloss) and its components. Accumulated othempeehensive income as of December
2008 and December 31, 2007 consists entirely afalized gains and losses on available-for-salergiesu Comprehensive loss for the years
ended December 31, 2008, 2007 and 2006 was $682i6rm$68.6 million and $51.6 million, respectiyel

Net Loss Per Shar

The Company computes net loss per shaaedardance with SFAS No. 12Barnings per Sharegr SFAS 128. Under the provisions of
SFAS 128, basic net loss per common share is cadyt dividing net loss by the weighted-average lmemof common shares outstanding
during the reporting period. Diluted net loss pemenon share is computed by dividing net loss bywhighted-average number of common
shares and dilutive common share equivalents thestamding. Potential common stock equivalent sheoasist of the incremental common
shares issuable upon the exercise of stock opsindsvarrants. Since the Company has a net losdlfperiods presented, the effect of all
potentially dilutive securities is antidilutive. Agardingly, basic and diluted net loss per commareslis the same in all periods. The total
number of shares excluded from the calculatiortssibrical diluted net loss per share, due to thetidilutive effect, was 4,938,537, 3,981,601
and 3,273,386 for the years ended December 31, 2009 and 2006, respectively.

Segment Reportin

SFAS No. 13Disclosure about Segments of an Enterprise andt&&laformation requires companies to report selected information
about operating segments, as well as enterprise-gigtlosures about products, services, geogrdmreas, and major customers. Operating
segments are determined based on the way managergantzes its business for making operating deessand assessing performance. The
Company has only one operating segment, the disgodevelopment and commercialization of drug paiduAll of the Company's revenues
through December 31, 2008 have come from one coidive partner.

Recently Issued Accounting Pronouncemel

In December 2007, the FASB issued SFASIMG(R),Business Combinationor SFAS 141(R), a replacement for SFAS No. 141,
Business CombinationSFAS 141(R) retains the fundamental requiremen&F#S No. 141, but requires the recognition oballets acquired
and liabilities assumed in a business combinatighedr fair values as of the acquisition datel$p requires the recognition of assets acquired
and liabilities assumed arising from contractualtocwencies at their acquisition date fair valusdditionally, SFAS 141(R) supersedes FIN
No. 4,Applicability of FASB Statement No. 2 to Businessmkinations Accounted for by the Purchase Methatich required research and
development assets acquired in a business comirirtitat have no alternative future use to be medsairtheir fair values and expensed at the
acquisition date. SFAS 141(R) now requires thatipased research and development be recognizediataagible asset. The Company is
required to adopt SFAS 141(R) prospectively for aoguisitions on or after January 1, 2009. The
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Company does not expect the adoption of this prooement will have any impact on its results of aiens, financial position or cash flows.

In December 2007, the FASB issued EITFdgsa. 07-1Accounting for Collaborative Arrangements,EITF 07-1. EITF 07-1 requires
collaborators to present the results of activit@swvhich they act as the principal on a grossdaai report any payments received from (made
to) other collaborators based on other applicald&\B or, in the absence of other applicable GAARdibon analogy to authoritative
accounting literature or a reasonable, rational, @nsistently applied accounting policy electibarther, EITF 07t clarified the determinatic
of whether transactions within a collaborative agement are part of a vendor-customer (or analggelstionship subject to EITF Issue
No. 03-9, Accounting for Consideration given by a Vendor ©wstomer (Including a Reseller of the Vendor'sdRiads).EITF 07-1 will be
effective for the Company beginning on JanuaryQD® The Company does not currently believe thetaolo of EITF 07-1 will have a
material impact on its results of operations, fiziahposition or cash flows.

In December 2007, the FASB issued SFASI80, Noncontrolling Interests in Consolidated Financ&thtements, an Amendment of /
No. 51, or SFAS 160. SFAS 160 requires that noncontigliiierests be reported as a separate componequiy, that net income
attributable to the parent and to the noncontrgliifterest be separately identified in the consiéd statement of operations, that changes in a
parent's ownership interest be accounted for agyemansactions, and that, when a subsidiary odeolidated, any retained noncontrolling
equity investment in the former subsidiary anddghan or loss on the deconsolidation of the subsidi@ measured at fair value. SFAS 160
be applied prospectively, except for presentatiwh disclosure requirements which will be applielagpectively, as of the beginning of the
Company's fiscal year 2010. The Company does noeémily have noncontrolling interests, and therefdoes not expect the adoption of
SFAS 160 to have an impact on its results of opmrat financial position or cash flows.

In February 2008, the FASB issued Staffititos("FSP") No. 157-2Effective Date of FASB Statement No. 167 FSP 157-2, which
delays the effective date of Statement No. 15&flononfinancial assets and nonfinancial liabiitiexcept for those that are recognized or
disclosed at fair value in the financial statememts recurring basis. The Company is requireppdyathe provisions of Statement No. 157 to
nonfinancial assets and nonfinancial liabilitiesoddanuary 1, 2009. The Company does not beliswadoption of FSP 157-2 will have a
material impact on its future results of operationéinancial position.

In March 2008, the FASB issued SFAS No., TH&closures about Derivative Instruments and Hedghativities, or SFAS 161.
SFAS 161 enhances the disclosure requirementsforative instruments and hedging activities. SA&3 was effective January 1, 2009.
Since SFAS 161 requires only additional disclosgmgerning derivatives and hedging activities paidm of SFAS 161 will not affect the
Company's results of operations, financial conditio cash flows given that it does not engage ivd#ve or hedging activities.

In May 2008, the FASB issued SFAS No. IB%& Hierarchy of Generally Accepted Accounting Bipfes, or SFAS 162. SFAS 162
identifies the sources of accounting principles tiredframework for selecting the principles to Isediin the preparation of financial statemt
that are presented in conformity with accountinggples generally accepted in the United Statée Company does not expect the adoption
of SFAS 162 to have a material impact on its cadatéd financial statements.
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3. Stock-Based Compensation
2004 Stock Incentive Plan

The Company's 2004 Stock Incentive Plammasnded, allows for the granting of incentive andstatutory stock options, restricted stock
awards, stock appreciation rights and other stadetl awards to employees, officers, directors,ultargs and advisors. At December 31,
2008, the Company was authorized to issue up 47329 shares of common stock with annual incre@edse added on the first day of the
Company's fiscal years during the period beginminfigscal year 2005 and ending on the second ddigcdl year 2013) equal to the lowest of
(i) 1,974,393 shares, (ii) 5% of the then outstagdiumber of common shares or (jii) such other arhas the Board of Directors may
authorize. At December 31, 2008, the Company ha@2900 shares available for grant under the 2@0dkSncentive Plan. Effective
January 1, 2009, the Company's Board of Directarseased the number of authorized shares by 1,8d68Hares.

Incentive stock options are granted onlgrmployees of the Company. Incentive stock optgmasted to employees who own more than
10% of the total combined voting power of all clesef stock will be granted at no less than 110%heffair market value of the Company's
common stock on the date of grant. Incentive stigtions generally vest ratably over four years. {$tatutory stock options may be granted to
employees, officers, directors, consultants andsads. Non-statutory stock options granted havgiagrvesting schedules. Incentive and non-
statutory stock options generally expire ten yedier the date of grant. Restricted stock is awdifdam time to time to key employees, offic
and directors. Some restricted stock awards vettt@achievement of corporate milestones and otheasds generally vest over a four year
vesting period.

SFAS 123R Compensation Expen

The Company adopted SFAS 123R effectiveidanl, 2006. SFAS 123R requires the recognitiotheffair value of stock-based
compensation in its statements of operations. Stasled compensation expense primarily relatetk stptions, restricted stock and stock
issued under the Company's stock option plans amdogee stock purchase plan. The Company recogsipek-based compensation expense
equal to the fair value of stock options on a gtraline basis over the requisite service perioestRcted stock awards are recorded as
compensation cost, based on the market value odetieeof the grant, on a straight-line basis okrerrequisite service period. The Company
issues new shares to satisfy stock option exerdisesssuance of restricted stock and stock issnéeér the Company's stock option plans and
employee stock purchase plan.

Total compensation cost for all share-bassanent arrangements, including employee, direantorconsultant stock options, restricted
stock and the Company's employee stock purchagdiqiahe years ended December 31, 2008, 2007 @d@ ®as $9.2 million, $12.7 million
and $11.4 million, respectively. The Company reedrdtockbased compensation expense of $6.7 million, $7lidomiand $5.9 million relate
to outstanding employee stock option grants forytsers ended December 31, 2008, 2007 and 200&atbsgly.

In accordance with SFAS 123R, the fair eabfieach option award was estimated on the dajeaot using the Black-Scholes-Merton
optionpricing model that uses the assumptions notederiaghle below. The Company considers, among o#twtorfs, the implied volatilities
its own currently traded options to provide anreate of volatility based upon current trading dattivThe Company concluded that a blended
volatility rate based upon the most recent four-andhalf year period of its own historical performanae,well as the implied volatilities of
own currently traded options, appropriately refettte expected volatility of its stock going forda’he Company uses a blend of its own
historical data and peer data to estimate opti@natse and employee termination behavior, adjusteknown trends, to arrive at the estimated
expected life of an option. For purposes of idgimij peer entities, the Company considered chaiatits such as industry, stage of life cycle
and
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financial leverage. The Company updates these gggms as needed to reflect recent historical détta.risk-free interest rate for periods
within the contractual life of the option is basadthe U.S. Treasury yield curve in effect at iheetof grant.

The following table summarizes the weighdedrage assumptions the Company used in itsdhiecalculations at the date of grant:

Weighted Average Assumption:

Stock Options Employee Stock Purchase Ple
2008 2007 200€ 2008 2007 2006
Expected volatility 83% 7€% 72% 8C% 74% 68%
Expected dividend —_ = = — — —
Expected life (years 6 6 6 0.t 0.5 0.5
Risk-free interest rat 3.2% 4.7% 4.8% 3.C% 4.8% 5.2%

SFAS 123R requires the application of amrested forfeiture rate to current period expemseetognize stock-based compensation
expense only for those awards expected to vestChimnepany estimates forfeitures based upon histiateta, adjusted for known trends, and
will adjust its estimate of forfeitures if actualrfeitures differ, or are expected to differ frooth estimates. Subsequent changes in estimated
forfeitures will be recognized through a cumulatbatch-up adjustment in the period of change adidalgio impact the amount of stock-based
compensation expense in future periods.

Under the 2004 Employee Stock Purchase PEBPP"), participating employees purchase comstock through payroll deductions. An
employee may withdraw from an offering before thiechase date and obtain a refund of the amounikeli through payroll deductions. The
purchase price is equal to 85% of the lower ofdlesing price of the Company's common stock orfitsebusiness day and the last business
day of the relevant plan period. The plan periogigifb on February 1 and August 1 of each year. T®ReFEprovides for the issuance of up to
524,652 shares of common stock to participatingleyges. At December 31, 2008, the Company had 383sBares available for grant under
the ESPP. The Company issued 51,691 shares of corstock to employees under the plan during the geded December 31, 2008. The
ESPP is accounted for under SFAS 123R. During ehtie years ended December 31, 2008, 2007 and &®&ompany recorded stock-
based compensation expense of $0.2 million withaesto the ESPP. At December 31, 2008, subscnipticere outstanding for an estimated
14,264 shares at a fair value of approximately 3@& share. The weighted average grant date dhieof the offerings during 2008, 2007 i
2006 was $3.98, $4.88 and $6.27 per share, regphcti

77




Table of Contents

The following table presents stock optiativaty of the Company's stock plan for the yeadeth December 31, 2008:

Weighted Weighted
Number of Average Aggregate
Stock Average Remaining Intrinsic
Options Exercise Contractual Value
(in thousands Price Term (in years)  (in thousands
Outstanding at January 1, 2C 3,19¢ $12.0Z
Granted 1,14¢ 9.5¢
Exercisec (142) 5.9C
Forfeited (236) 16.2¢
Expired 8 27.3¢
Outstanding at December 31, 2( 3,95¢ $11.2¢ 7.2¢ $ 941t
Exercisable at December 31, 2( 2,328 $11.0¢ 6.3¢ $ 6,267
Vested or expected to vest at December 31, 3,798 $11.3( 7.2z $ 9,001

The weighted average grant date fair vafugptions granted during 2008, 2007 and 2006 v&a82 $7.90 and $11.50 per option,
respectively. The total intrinsic value of optiamsercised during 2008, 2007 and 2006 was $1.1anjli51.0 million and $4.9 million,
respectively. At December 31, 2008, the total renngi unrecognized compensation cost related to ested stock option awards amounted to
$11.8 million, including estimated forfeitures, whiwill be recognized over the weighted averageaining requisite service period of
2.4 years. The total fair value of shares vestethdl2008, 2007 and 2006 was $6.2 million, $7.3ionland $7.0 million, respectively.

Cash received from option exercises for&@D07 and 2006 was $0.8 million, $0.4 million &1d0 million, respectively. Due to the
Company's net loss position, the tax benefit relédethe tax deductions from option exercises wasealized in any of the periods presented.

Restricted Stock Award

The Company has also made awards of resirtbmmon stock to certain employees, officersdirettors. During the year ended
December 31, 2008, the Company awarded 251,76@sbérestricted common stock to certain employeekofficers. Awards generally ful
vest four years from the grant date, although gedwards have performance conditions, such asdhemercial launch of MEnoxaparin in th
u.s.

A summary of the status of nonvested shairesstricted stock as of December 31, 2008, hactchanges during the year then ended, is
presented below:

Weighted Average

Number of

Shares Grant Date

(in thousands’ Fair Value
Nonvested at January 1, 20 78 $ 19.6¢
Granted 252 8.1¢
Vested (13 11.1%
Forfeited (43 18.7¢
Nonvested at December 31, 2( 98t $ 16.8¢
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Nonvested shares of restricted stock thaeime-based or performanibased vesting schedules as of December 31, 20G8iar@arize
below:

Nonvested

Shares
Vesting Schedule (in thousands
Time-basec 57C
Performanc-basec 41F
Nonvested at December 31, 2C 98t

In June 2008, the Company revised the iitdervice period for certain performance-basetricted stock awards due to a change in the
expected vesting date. As a result of this changssiimate, the Company's net loss and net losshaee were $0.2 million and $0.01 per st
respectively, less than had the estimate remainedanged for the year ended December 31, 2008totalefair value of shares of restricted
stock vested during 2008, 2007 and 2006 was $184&8%,000 and zero, respectively. The Companyrdecbstock-based compensation
expense of $2.3 million, $5.4 million and $5.0 ioifi related to outstanding restricted stock awatding 2008, 2007 and 2006, respectively.
As of December 31, 2008, the total remaining urgacaed compensation cost related to nonvestedatestrstock awards amounted to
$4.2 million, including estimated forfeitures, whits expected to be recognized over the weightedsae remaining requisite service period of
1.4 years.

Stock Options Granted to N-Employee Consultants

As of December 31, 2008, the Company hadtgd stock options to purchase 154,162 sharesnafnon stock to consultants. These st
options were granted in exchange for consultingises to be rendered and vest over periods of dguioyears. During 2007, 7,812 stock
options were cancelled due to the termination dfai® consulting agreements. During 2008, 8,000kstiptions expired. As of December 31,
2008, all outstanding options are fully vested. Twmnpany recorded a stock-based compensation expesiag the accelerated method under
FIN 28, of zero, $5,000 and $0.3 million during 80Q007 and 2006, respectively. The fair valuehefdptions is estimated on the date of g
and subsequently revalued at each reporting pesiedtheir vesting period using the Black-Scholesrdn option pricing model and
assumptions including an expected life ranging ftbree to ten years, volatility of approximatel\@2o0 76% and risk free interest rates
ranging from 4.2% to 5.0%.

4. Collaborations and License Agreements
2003 Sandoz Collaboration

In November 2003, the Company enteredantollaboration and license agreement (the "200@I&aCollaboration”) with Sandoz N.V.
and Sandoz Inc. to jointly develop and commeratalzEnoxaparin, a generic version of Lovenox®,wa taolecular weight heparin.
Sandoz N.V. later assigned its rights and obligretionder the 2003 Sandoz Collaboration to SandozSs@doz AG and Sandoz Inc. are
collectively referred to as "Sandoz." Under the28andoz Collaboration, the Company granted Satigoexclusive right to manufacture,
distribute and sell M-Enoxaparin in the United 8safThe Company agreed to provide developmentelated services on a commercially
reasonable basis, which includes developing a naatwing process to make M-Enoxaparin, scalinghepprocess, contributing to the
preparation of an Abbreviated New Drug Application ANDA, in Sandoz' name to be filed with the F@owl Drug Administration, or FDA,
further scaling up the manufacturing process toroencial scale, and related development of intali@gbroperty. The Company has the right
to participate in a joint steering committee whighmesponsible for overseeing development, legdl@mmmercial activities and approves the
annual collaboration plan. Sandoz is responsibledomercialization activities and will exclusivelistribute and market the product.
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As compensation under the 2003 Sandoz miiion, the Company received a $0.6 million nefundable up-front payment as
reimbursement for certain specified vendor cosas were incurred prior to the effective date of 2083 Sandoz Collaboration. The Company
is paid at cost for external costs incurred foralegment and related activities and is paid fortfale equivalents ("FTEs") performing
development and related services. In addition, 8amdll share profits with the Company, in the evtrere are no third party competitors
marketing a Loveno¥quivalent Product (as defined in the 2003 SandulaBoration). Alternatively, in certain circumstags, if there are thi
party competitors marketing a Lovenox-Equivalerdd®ict, Sandoz will pay royalties to the Companynehsales of injectable M-Enoxaparin.
If certain milestones are achieved with respeatjectable M-Enoxaparin under certain circumstanSesmidoz will make payments to the
Company, which would reach $55 million if all sutfilestones are achieved. A portion of the develagregpenses and certain legal exper
which in the aggregate have exceeded a specifiediainwill be offset against profit-sharing amoymtg/alties and milestone payments.
Sandoz also may offset a portion of any produdility costs and certain other expenses arisingfpatent litigation against any profit-sharing
amounts, royalties and milestone payments. The @ognpas not earned any milestones, royalties ditysfearing amounts to date.

The Company recognized the $0.6 million-nefundable up-front payment as revenue on a $tidilge basis over the estimated M-
Enoxaparin development period of 5.5 years. The fizmy recognized revenue relating to this up-frayrpent of approximately $25,000,
$0.1 million and $0.1 million for the years endedcember 31, 2008, 2007 and 2006, respectively.

The Company recognizes revenue from FT#EcEs and revenue from external development cqsis scompletion of the performance
requirements (i.e., as the services are performddfee reimbursable costs are incurred). Revenmoes éxternal development costs are
recorded on a gross basis as the Company contliaetsly with, manages the work of and is respdesibr payments to thirgrarty vendors fc
such development and related services, exceptreshect to any amounts due Sandoz for manufactwaimgnaterial purchases, which are
recorded on a net basis as an offset to the retieelopment expense pursuant to the provisio8TF Issue No. 02-16Accounting by a
Customer (Including a Reseller) for Certain Consadimn Received from a VendofThe Company purchased $3.3 million of manufantyri
raw material in 2006. There were no such manufaguaw material purchases during 2008 or 2007.

2006 Sandoz Collaboration

In July 2006, the Company entered intoreesef agreements, including a Stock Purchaseékgeamt and an Investor Rights Agreement,
each with Novartis Pharma AG, and a Memorandumrafddstanding (the "MOU") with Sandoz AG, an aff#iaf Novartis Pharma AG. On
June 13, 2007, the Company and Sandoz AG executefirgtive collaboration and license agreemeng (1Definitive Agreement™), which
superseded the MOU. Together, this series of agretmis referred to as the "2006 Sandoz Collalmrati

Pursuant to the terms of the Stock PurchAageement, the Company sold 4,708,679 sharesrofrmm stock to Novartis Pharma AG at a
per share price of $15.93 (the closing price of@loepany's common stock on the NASDAQ Global Mavka$ $13.05 on the date of the
Stock Purchase Agreement) for an aggregate purghieseof $75.0 million, resulting in a paid premmiwf $13.6 million. The Company
recognizes revenue from the $13.6 million paid poemon a straight-line basis over the estimatecetmment period of approximately six
years beginning in June 2007. The Company recodgmaesnue relating to this paid premium of appratigly $2.2 million and $1.2 millio
for the years ended December 31, 2008 and 20Q¥ecteely. Under the 2006 Sandoz Collaboration,Gbenpany and Sandoz AG expanded
the M-Enoxaparin geographic markets covered by@@ Sandoz Collaboration to include the EuropeaiotJand further agreed to
exclusively collaborate on the development and censialization of three other follow-on and compigeneric
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products for sale in specified regions of the wolidDecember 2008, the Company and Sandoz AG mated the collaborative program with
regard to one of the follow-on products, M249, m@iity due to the commercial prospects for M249.teparty has granted the other an
exclusive license under its intellectual propeights to develop and commercialize such produatsifanedical indications in the relevant
regions. The Company has agreed to provide devedopend related services on a commercially readerasis, which includes developing a
manufacturing process to make the products, scalinifpe process, contributing to the preparatioregtilatory filings, further scaling up the
manufacturing process to commercial scale, andectldevelopment of intellectual property. The Complas the right to participate in a joint
steering committee, which is responsible for oveirsg development, legal and commercial activitied approves the annual collaboration
plan. Sandoz AG is responsible for commercializatiotivities and will exclusively distribute and rkat the products.

The term of the Definitive Agreement exteidroughout the development and commercializagfcdhe products until the last sale of the
products, unless earlier terminated by either pautguant to the provisions of the Definitive Agremt. Sandoz AG has agreed to indemnify
the Company for various claims, and a certain portif such costs may be offset against certairréypayments received by the Company.

Costs, including development costs anctt® of clinical studies, will be borne by the fxstin varying proportions, depending on the
type of expense and the related product. All conciaBzation responsibilities and costs will be betyy Sandoz AG. Under the 2006 Sandoz
Collaboration, the Company is paid at cost for extgrnal costs incurred in the development of petelwhere development activities are
funded solely by Sandoz AG, or partly in proportishere development costs are shared between the&ognand Sandoz AG. The Company
also is paid for FTEs performing development s@wviwhere development activities are funded solelg@dndoz AG, or partly by proportion
where development costs are shared between the @ynamd Sandoz AG. The parties will share profitgdrying proportions, depending on
the product. The Company is eligible to receivaaip178 million in milestone payments if all mileses are achieved for the three products
remaining under collaboration. None of these paysja@mce received, is refundable and there areenergl rights of return in the arrangem

The Company recognizes revenue from FT# s and revenue from external development cggia sgompletion of the performance
requirements (i.e., as the services are performddhee reimbursable costs are incurred). Reveram éxternal development costs are reco
on a gross basis as the Company contracts dineitly manages the work of and is responsible fgnpents to third party vendors for such
development and related services, except with mgpeany amounts due Sandoz for shared developoostd, which are recorded on a net
basis.

Massachusetts Institute of Technoloy

The Company has two patent license agreeméth the Massachusetts Institute of Technolddj.I(T.") that grant the Company various
exclusive and nonexclusive worldwide licenses, it right to grant sublicenses, under certainriatand patent applications relating to
methods and technologies for analyzing and chaiaittg sugars and certain heparins, heparinasested enzymes and synthesis methods.
Subject to typical retained rights of M.I.T. ane tbnited States government, the Company was gramxedsive rights under certain of these
patents and applications in certain fields.

In exchange for these rights, the Compaaigt M.I.T. a license issue fee, and pays annuahie maintenance fees. The Company, upon
commercialization, is also required to pay M.l.dyalties on products and services covered by temies and sold by the Company or its
affiliates or sublicensees, a percentage of cedthiar income received by the Company from corgopattners and sublicensees, and certain
patent prosecution and maintenance costs. M.1.d centain contributing individuals were also isssbdres of the Company's common stock.
The Company recorded license fee
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expense of $107,500, $82,500 and $487,500 relatétbse agreements in the years ended Decemb20@4,, 2007 and 2006, respectively.

The Company must meet certain diligence@ireqents in order to maintain its licenses untlerttvo agreements. Under the agreements,
the Company must expend at least $1.0 to $1.2amiffier year commencing in 2005 towards the resedsmstelopment and commercialization
of products and processes covered by the agreenhe@igdition, the Company is obligated to makstfaommercial sales and meet certain
minimum sales thresholds of products or processdading, under the amended and restated agreeenéirgt commercial sale of a product or
process no later than June 2013 and minimal s&leoducts thereafter, ranging from $0.5 million®®.0 million annually. If the Company
fails to meet its diligence obligations, M.I.T. mas its sole remedy, convert the exclusive licemgganted to the Company under the amended
and restated license agreement to non-exclusigadi&s. Under the license agreement covering seiggemeachines, M.1.T. has the right to
treat the Company's failure to fulfill its diligemobligations as a material breach of the licelgseanent.

If, due to the Company's failure to mediggdnce obligations, M.1.T. converts certain of thempany's exclusive licenses to rexclusive
or if M.1.T. terminates one of the agreements, M.will honor the exclusive nature of the subliceise Company granted to Sandoz so lor
Sandoz both continues to fulfill its obligationsthe Company under the 2003 Sandoz Collaborati@®6 Sandoz Collaboration and license
agreement and agrees to assume the Company'saightsbligations to M.I.T.

5. Cash, Cash Equivalents, and Marketable Securitie

The following is a summary of cash, cashiegjents, and marketable securities as of Dece®bgeg?008 and 2007 (in thousands):

Gross Gross
Unrealized Unrealized

December 31, 200: Cost Gains Losses Fair Value
Cash and money market fun $5507C $ — $ — $ 5507
Commercial paper obligations due in one year & 23,34¢ 14¢ — 23,491
U.S. Government sponsored enterprise obligatioesimone year or le 29,69¢ 26€ — 29,96¢
Total $108,11° $ 414 $ — $108,53:

Reported as

Cash and cash equivale! $5507C $ — $ — $5507(

Marketable securitie 53,04 414 — 53,46:

Total $108,11° $ 414 $ — $108,53:
Gross Gross

Unrealized Unrealized

December 31, 2007 Cost Gains Losses Fair Value
Cash and money market fun $2407C $ — $ — $24,07(
Corporate debt securities due in one year or 44,291 45 3 44,33
Commercial paper obligations due in one year & 67,24 29C — 67,53¢
Total $135,60¢ $ 33t $ (3) $135,93°
Reported as

Cash and cash equivale $3302¢ $ 13 $ — $ 33,03¢

Marketable securitie 102,58( 322 (3) 102,89¢
Total $135,60¢ $ 33t $ (3) $135,93°
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The Company reviews its investments foeothan temporary impairment whenever the fair @alfian investment is less than the
amortized cost and evidence indicates that an imergt's carrying value is not recoverable withie@sonable period of time. At December
2008, no marketable securities are in an unrealzEsiposition. At December 31, 2007, there weregmarketable securities in an unrealized
loss position for less than one year. The unredliasses were caused by fluctuations in interéssrat December 31, 2007, there were no
marketable securities in an unrealized loss pasftio greater than one year. The following tablmmarizes the aggregate fair value of these
securities at December 31, 2007. The Company rexdets investments with unrealized losses and basladed that no other-than-temporary
impairment existed at December 31, 2007 as the @agnpas the ability and intent to hold these inwestts to maturity.

2007
Aggregate  Unrealized
(in thousands) Fair Value Losses
Corporate debt securities due in one year or $ 4506 $ (3

The Company recorded realized gains on etable securities of $47,000 during the year edscember 31, 2008. The Company hac
realized gains or losses during the years endedrbleer 31, 2007 or 2006.

6. Fair Value Measurements

The Company adopted SFAS No. 154y Value Measurementor SFAS 157, as of January 1, 2008 and the amtogtd not have a
material impact on the consolidated financial positresults of operations or cash flows of the @any. In accordance with the provisions of
FSP 157-2, the Company elected to defer implemientaf SFAS 157 as it relates to non-financial &ssed non-financial liabilities that are
recognized and disclosed at fair value in the fomgrstatements on a nonrecurring basis until Jgnlia2009. The Company anticipates that
SFAS 157 will not have a material impact on its fimancial assets and liabilities.

SFAS 157 defines fair value, establishamework for measuring fair value in accordancthwl.S. GAAP and enhances disclosure
requirements for fair value measurements. SFASeERblishes a thrdevel valuation hierarchy for disclosure of failva measurements. T
categorization of financial assets and financailities within the valuation hierarchy is basqubn the lowest level of input that is significant
to the measurement of fair value. The three lexsdsdefined as follows:

. Level 1—inputs to the valuation methodology aretqd@rices (unadjusted) for identical assets dilltees in active markets.

. Level 2—inputs to the valuation methodology are other oledale inputs, including quoted prices for similasets and liabilitie
in active or non-active markets, inputs other thaoted prices that are observable for the asdethulity, and inputs that are not
directly observable, but are corroborated by theeolmable market data.

. Level 3—inputs to the valuation methodology arehsesvable for the asset or liability.

A Level 1 classification is applied to aagset that has a readily available quoted price fin active market where there is significant
transparency in the executed/quoted price. A Lwahssification is applied to assets whose fduuesare determined using quoted prices in
active markets for similar assets or inputs othantquoted prices that are observable for the.asset
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Assets measured at fair value on a reayibasis at December 31, 2008 are as follows:

Quoted Prices it Significant Other Significant Other

December 31 Observable Inputs  Unobservable Inputs
Active Markets
Description 2008 (Level 1) (Level 2) (Level 3)
Assets:
Cash equivalent $ 50,50¢ $ 50,50¢ $ — 3 —
Marketable securitie 53,46! — 53,46: —
Total $ 103,96° $ 50,50¢ $ 53,46. $ —

The Company also adopted the provisiorSFAS No. 159The Fair Value Option for Financial Assets and Fioel Liabilities—
Including an Amendment of FASB Statement No.or SFAS 159, during 2008. SFAS 159 allows the Camgpa choose to measure eligible
assets and liabilities at fair value with changegdlue recognized in earnings. Fair value treatmeay be elected either upon initial
recognition of an eligible asset or liability oorfan existing asset or liability, if an event g&gs a new basis of accounting. The Company did
not elect to re-measure any of its existing finahassets or liabilities under the provisions oASFL59.

7. Property and Equipment

At December 31, 2008 and 2007, propertyemdpment, net consists of the following (in thangs):

2008 2007 Depreciable Lives
Computer equipmet $ 382 $ 25C 3 years
Software 2,70¢ 2,22: 3 years
Office furniture and equipmel 90t 877 5 to 6 year:
Laboratory equipmer 6,17( 3,722 7 years
Leasehold improvemen 4,57( 4,382 Shorter of asset life or lease t¢
Equipment purchased under capital lease oblige = 10,06.  10,06! 3to 7 year:
Less: accumulated depreciati (20,07)  (6,22))

$ 14,728 $15,29¢

Depreciation and amortization expensepitdiclg amortization of assets recorded under cajgidsles, amounted to $4.0 million,
$3.3 million and $1.9 million for the years endeddember 31, 2008, 2007 and 2006, respectively.

8. Intangible Assets

As of December 31, 2008, intangible assespf accumulated amortization, are as followslifpousands):

December 31, 2008 December 31, 2007
Estimated Gross Carrying Accumulated Gross Carrying  Accumulated
Life Amount Amortization Amount Amortization
Core technolog' 12 year $ 359: $ (509 $ 359 $ (209
Non-compete agreeme 2 year 17C (144) 17C (59)
Total intangible asse $ 3,76 $ (652) $ 3,765 $ (269
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Amortization is computed using the strailiie method over the useful lives of the respectivtangible assets. Amortization expense was
$0.4 million and $0.3 million during years endedcBber 31, 2008 and 2007, respectively.

The Company expects to incur amortizatigmease of appropriately $0.3 million per year facle of the next five years.
9. Restricted Cash

In September 2004, $1.5 million of the Camys cash was designated as collateral for a leftieredit related to the lease of office and
laboratory space. This balance will remain restdafuring the 80-month lease term and the Compdlhgamtinue to earn interest on the
balance. In December 2005, this balance was inede@s$1.8 million due to an increase in leasedeapa

In October 2006, an additional $2.9 millofithe Company's cash was designated as colldteralletter of credit related to the lease of
additional office and laboratory space. In July 2065 a result of an evaluation of its space nde€ompany determined the additional office
and laboratory space leased, but not yet occupiasl,in excess of the Company's present requiremenBctober 2007, the Company
cancelled the letter of credit associated withatiditional office and laboratory space, in conmettvith the assumption of the related lease
agreement by a third party as discussed in Notard reclassified $2.9 million from restricted césltash and cash equivalents.

10. Accrued Expenses

At December 31, 2008 and 2007, accruedresgeeconsisted of the following (in thousands):

2008 2007
Accrued compensatic $3,20¢ $2,92¢
Accrued contracted research cc 2,47¢  2,20¢
Accrued professional fet 773 54¢
Other 287 297

11. Common Stock
Holders of common stock are entitled to woke per share on all matters to be voted upotihégtockholders of the Company.

In connection with the 2006 Sandoz Collalion, the Company sold 4,708,679 shares of constaok to Novartis Pharma AG for an
aggregate purchase price of $75.0 million.

In December 2008, the Company raised $2dllibn in a public offering, net of expenses, frdhe sale and issuance of 2,800,000 shares
of common stock. The price to the public was $%80share.
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12. Income Taxes

A reconciliation of the federal statutongome tax provision to the Company's actual prowigor the years ended December 31, 2008,
2007 and 2006 is as follows:

2008 2007 2006
Benefit at federal statutory tax re $(21,309) $(23,38) $(17,65))
State taxes, net of federal ben (3,929 (4,319 (3,25%)
Change in valuation allowan: 25,13¢ 27,89: 18,57
Stoclk-based compensatic 662 81C 3,66¢
Tax credits (601) (1,027 (1,359
Other 31 19 18
Income tax provisiol $ — 3 — 5 =

At December 31, 2008, the Company had fdderd state net operating loss carryforwards 88&1million and $192.0 million available,
respectively, to reduce future taxable income ahithvwill expire at various dates through 2028 tl@$¢ amount, approximately $4.5 million
federal and state net operating loss carryforweeldge to stock option deductions for which thated tax benefit will be recognized in equity
when realized. At December 31, 2008, federal aatd sesearch and development and other creditfoangrds were $3.3 million and
$2.4 million, respectively, available to reduceufiettax liabilities, and, which will expire at vatis dates beginning in 2016 through 2028.

Deferred income taxes reflect the net féects of temporary differences between the cagymounts of assets and liabilities for finan
reporting purposes and the amounts used for in¢armpurposes. Significant components of the Com'saisferred tax assets are as follows
(in thousands):

December 31,

2008 2007
Deferred tax asset
Federal and state net operating los $70,61. $50,30:
Research credit 4,827 4,341
Deferred compensatic 9,94 7,881
Deferred revenu 4,011 4,99(
Accrued expense 201 15C
Intangibles 437 36C
Capital lease 3,12¢ 4,144
Total deferred tax asse 93,15: 72,16¢
Deferred tax liabilities
Depreciatior (3,759 (4,85¢€)
Unrealized gain on marketable securi (144 (11€)
Total deferred tax liabilitie (3,899¢) (4,972)
Valuation allowanct (89,255 (67,19¢
Net deferred tax asse $ — $ =

Realization of deferred tax assets is dépstupon future earnings, if any, the timing amant of which are uncertain. Accordingly, the
net deferred tax assets have been fully offset\ml@ation allowance. The valuation allowance iased by $22.1 million for the year ended
December 31, 2008, primarily as a result of theenitrperiod loss.

Effective January 1, 2007, the Company &tbthe provisions of FIN 48.
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A reconciliation of the beginning and erglamount of unrecognized tax benefits for the yeaded December 31, 2008 and 2007 is as
follows (in thousands):

2008 2007
Balance, beginning of ye. $4,42F  $3,31¢
Additions for tax positions related to the currgear 64¢ 1,10%
Additions of tax positions of prior yea — —
Reductions of tax positions of prior yei (220 —
Balance, end of ye: $4,95¢ $4,42¢

As of December 31, 2008, the Company hal 8dllion of gross unrecognized tax benefits, $#iion of which, if recognized, would
impact the Company's effective tax rate. As of Delzer 31, 2007, the Company had $4.4 million of gnasrecognized tax benefits,
$4.1 million of which, if recognized, would impattie Company's effective tax rate. The net incrégas@recognized tax benefits from 2007 to
2008 relates to research and development creditsdifference between the total amount of the wgeized tax benefits and the amount that
would affect the effective tax rate consists of fiberal tax benefit of state research and devedopreredits.

The Company recognizes both accrued intares penalties related to unrecognized tax bemigfiincome tax expense. The Company did
not recognize any interest and penalties in the geded December 31, 2008, or since the adoptiéiihd#8.

The Company does not anticipate thatriéésonably possible that the uncertain tax positiili significantly increase or decrease within
the next twelve months.

13. Line of Credit

In December 2004, the Company entereddritoan and Security Agreement (the "Loan Agreemenith Silicon Valley Bank (the
"Bank"). Under the terms of the Loan Agreement,Gloenpany was eligible to borrow up to an aggreg&&3.0 million solely for
reimbursement of purchases of Eligible Equipmentjefined under the Loan Agreement. As of DecerBtheP005, the Company had drawn
$3.0 million against the Loan Agreement. The Conypaas not obligated to draw down any amounts utfteet.oan Agreement and any
borrowings bear interest at the per annum rateefLS. Treasury note yield to maturity for a texgual to forty-two months plus 5%, which
rate was fixed on the funding date for each advamcker the Loan Agreement. Advances under the llggaement are to be repaid over a
forty-two month period commencing on the applicdhleding date. To secure the payment and perforsmanfull of the Company's
obligations under the Loan Agreement, the Compaawtgd to the Bank a continuing security intereghie Collateral, as such term is defined
under the Loan Agreement and which essentiallyuohes all Eligible Equipment and records relatingréto. As of December 31, 2008, the
Company had approximately $17,000 in borrowingstauding under the Loan Agreement subject to amest rate of 9.18%.

14. Commitments and Contingencies
Capital and Operating Leases

In December 2005, the Company entereddrittaster Lease Agreement (the "Agreement") withedarElectric Capital Corporation
("GECC"). Under the Agreement, the Company maydexdfice, laboratory, computer and other equipnflemh GECC by executing specified
equipment schedules with GECC. Each equipment std&dll specify the lease term with respect to timelerlying leased equipment. As of
December 31, 2008, the Company had drawn $9.6omifigainst the Agreement. Borrowings under theeageait are payable over a 54-month
period at effective annual interest rates of 7.50%.39%. In accordance with the Agreement, shthédceffective
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corporate income tax rate for calendar-year taxayerease above 35%, GECC will have the riglihtoease rent payments by requiring
payment of a single additional sum, calculatedcicoadance with the Agreement. The Agreement aleviges the Company an early purchase
option after 48 months at a predetermined fair ravialue, which the Company intends to exercisea Assult, the Agreement is considered a
capital lease for accounting purposes and the eweripis included in property and equipment. UntlerAgreement, if any material adverse
change in the Company or its business occurs,laly stetermined by GECC, the total unpaid princiwalld become immediately due and
payable. There have been no events of default uhteagreement. As of December 31, 2008, the Cagnpad approximately $6.3 million in
outstanding borrowings under the agreement.

The Company leases office space and equipuraler various operating lease agreements. Reenee for office space under operating
leases amounted to $5.0 million, $4.9 million abd4dmillion for the years ended December 31, 2@087 and 2006, respectively.

In September 2004, the Company enteredaintagreement to lease 53,323 square feet of @ffiddaboratory space located at 675 West
Kendall Street, Cambridge, Massachusetts, forra t§r80 months (the "West Kendall Sublease™). Thenany has an option to extend the
West Kendall Sublease for one additional term ofréhths, ending April 2015, or on such other eadige as provided in accordance with the
West Kendall Sublease. In November 2005, the Comparended the West Kendall Sublease to lease atondd 25,131 square feet in its
current premises through April 2011. Under thedemmendment, the landlord agreed to finance tlsehedd improvements. In accordance
with FSP No. 13-1Accounting for Rental Costs Incurred during a Constion Period, the Company commenced expensing the applicable
rent on a straight line basis beginning with thexoeencement of the construction period. The constnu@eriod was completed in June 2006.
In accordance with EITF No. 97-10he Effect of Lessee Involvement in Asset Congiructhe Company was the owner of the leasehold ¢
during the construction period, and as of Decen3tie2008, the Company has recorded $3.2 millideasehold improvements offset by
$1.7 million as a related lease financing liability

In October 2006, the Company entered intagreement to lease approximately 22,300 squatefeffice and research space located in
Cambridge, Massachusetts (the "Third Street Sublgds July 2007, as a result of an evaluatioit$pace needs, the Company determined
that the office and laboratory space leased, buy@iooccupied, under the Third Street Subleaseinvagcess of the Company's present
requirements. Accordingly, in October 2007, the @any executed an agreement pursuant to which@phity agreed to assume the
Company's rights and obligations under the Third&tSublease. Under the agreement the third paitythe Company approximately
$4.4 million to offset certain rent payments anesfpaid by the Company to architects, contractookers and other vendors engaged to build
out the space. The effect of this transaction weelaction in the Company's property and equiproéapproximately $3.7 million and a
recovery of operating expenses of approximately lllion. In addition, upon the cancellation otttetter of credit associated with the Third
Street Sublease, $2.9 million was reclassified frestricted cash to cash and cash equivalents.
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Future minimum capital and total operatis@se commitments as of December 31, 2008 ardlag$a(in thousands):

Operating Lease  Capital Lease

2009 $ 365( $ 2,671
2010 3,65( 2,62¢
2011 1,28( 1,811
2012 — —
2013 and beyon

Total future minimum lease payme! $ 8,58( 7,114
Less—Amounts representing intere (841)
Capital lease obligation at December 31, 2 6,27:
Les<—Current maturitie: (1,84¢)
Capital lease obligation, net of current matur $ 4,42]

License Agreement

In connection with license arrangement$ihie research university discussed in Note 4Cimapany has certain annual fixed obligations
to pay fees for the technology licensed. At Decan®ie 2008, financial obligations under these agegs for 2009 amounted to $0.1 million.
Beginning in 2010, the annual obligations, whickeexl indefinitely, are approximately $0.2 millioarp/ear. The Company may terminate the
agreements at any time without further annual elbibms. Annual payments may be applied towardsltieggpayable to the licensor for that
year for product sales, sublicensing of the patights or joint development revent

Legal Contingencie:

In July 2008, the FDA accepted for reviene ANDA containing a paragraph IV certification fpeneric Copaxone submitted by Sandoz.
Subsequently, in August 2008 Teva Pharmaceutichldmmies Ltd. and related entities sued SandozaNisBvAG and the Company for patent
infringement. While it is not possible to determimi¢h any degree of certainty the ultimate outcarhéhe legal proceeding, the Company
believes that it has meritorious defenses witheesfo the claims asserted against it and intemdgbrously defend its position. In addition,
under the terms of the 2006 Sandoz Collaboratiand8z AG agreed to indemnify the Company for variclaims, including patent
infringement claims based on the Company's aawitelated to partnered programs. The Companydtageorded any accrual for such me
as it is not probable that a loss has been incuroeds a loss estimable.

15. 401(k) Plan

The Company has a defined contribution Kpglan available to eligible employees. Employeatdbutions are voluntary and are
determined on an individual basis, limited by th@aimum amounts allowable under federal tax reguteti The Company has discretion to
make contributions to the plan. In March 2005, @mnpany's Board of Directors approved a match &% 50the first 6% contributed by
employees, effective for the 2004 plan year ancetiféeer. The Company recorded $0.3 million, $0.4iom and $0.2 million of such match
expense in the years ended December 31, 2008,£2@DZ006, respectively.
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16. Related Party Transactions

The Company purchased $3.3 million of hepar2006 from Sandoz GmbH, which in turn was fieimsed under the Company's
collaboration agreement with Sandoz N.V. and SamdozThe Company did not purchase any heparin fé@mdoz GmbH in 2008 or 2007.
The Company did not have any outstanding payabl&andoz at December 31, 2008 or 2007.

Parivid, LLC, Parivid, a company that pdetil data integration and analysis services to timagany, was considered to be a related party
as a co-founder and member of the Company's Bddbitectors is the brother of the former chief teotogy officer of Parivid. In 2007, the
Company entered into an Asset Purchase AgreententRurchase Agreement") with Parivid. In connettigth the Purchase Agreement, the
Company acquired patent rights, software, know-had other intangible assets, and assumed certadifigl liabilities of Parivid related to
the acquired assets, for $2.5 million in cash paidosing and up to $11.0 million in additionaypeents, which, if certain milestones are
achieved, will be paid in a combination of cash/andtock. In 2007, the Company recorded a totatmse price of $4.5 million that includes
the $2.5 million cash paid at the closing and $2ilion in milestone payments, which are probabid accrued at December 31, 2008 and
2007. Additionally, in 2007, the Company recordadaaquired in-process research and developmengetwdu$0.7 million, which is included
in research and development expense in the coasetictatement of operations for the year endeé@bker 31, 2007. The Company recorded
$0.2 million and $1.0 million as research and depelent expense related to work performed by Panivitlie years ended December 31, 2007
and 2006, respectively.

17. Selected Quarterly Financial Data (Unaudited)if thousands, except per share data)

Quarter Ended
March 31 June 30 September 31 December 3.

2008

Collaboration revenue $ 4,15. $ 356 $ 391« $ 2941
Net loss (13,339 (14,970 (15,959 (18,370
Basic and diluted net loss per common sl $ (037) $ (042 $ (045 $ (0.50
Shares used in computing basic and diluted netdesshar  35,74( 35,77: 35,84¢ 36,47¢
2007

Collaboration revenue $ 224:. $ 417 $ 5148 $ 9,99¢
Net loss (16,969 (18,759 (18,869  (14,29))
Basic and diluted net loss per common sl $ (04¢ $ (053 $ (059 $ (0.40
Shares used in computing basic and diluted netdesshar  35,58¢ 35,61 35,66¢ 35,69¢

Net loss per common share amounts for tizetgrs and full years have been calculated segardtccordingly, quarterly amounts may
not add to the annual amount because of differeimce weighted average common shares outstanldirigg each period principally due to
the effect of the Company's issuing shares ofdtaraon stock during the year.

Diluted and basic net loss per common stsaidentical since common equivalent shares ackidrd from the calculation, as their effect
is anti-dilutive.
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ltem 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUN TANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
Not applicable.

ltem 9A. CONTROLS AND PROCEDURES

1. Disclosure Controls and Procedures

Our management, with the participation uf chief executive officer and chief financial ofr, evaluated the effectiveness of our
disclosure controls and procedures as of Decenthe2®8. The term "disclosure controls and procesliias defined in Rules 13a-15(e) and
15d-15(e) under the Securities Exchange Act of 188&ns controls and other procedures of a comipatyare designed to ensure that
information required to be disclosed by the Compiartye reports that it files or submits under 8exurities Exchange Act of 1934 is recor
processed, summarized and reported, within the peneds specified in the SEC's rules and formscbsure controls and procedures include,
without limitation, controls and procedures desijt®ensure that information required to be disadogy a company in the reports that it files
or submits under the Securities Exchange Act o##li8&ccumulated and communicated to the compamrsgement, including its principal
executive and principal financial officers, as agptate to allow timely decisions regarding reqdidésclosure. Our management recognizes
that any controls and procedures, no matter howdesigned and operated, can provide only reaseregdurance of achieving their objectives
and management necessarily applies its judgmetdtuating the cost-benefit relationship of possiintrols and procedures. Based on this
evaluation, our chief executive officer and chieihcial officer concluded that, as of DecemberZ28, our disclosure controls and
procedures were effective at the reasonable assitavel.

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

The management of Momenta is responsilslegtablishing and maintaining adequate internatrobover financial reporting. Internal
control over financial reporting is defined in Riga-15(f) or 15d-15(f) promulgated under the SiiesrExchange Act of 1934 as a process
designed by, or under the supervision of, the Camiarincipal executive and principal financialicérs and effected by the Company's b
of directors, management and other personnel,awige reasonable assurance regarding the reliabilifinancial reporting and the preparat
of financial statements for external purposes toatance with generally accepted accounting priesipnd includes those policies and
procedures that:

. Pertain to the maintenance of records that in restsle detail accurately and fairly reflect the saetions and dispositions of t
assets of the Company;

. Provide reasonable assurance that transactiome@mled as necessary to permit preparation ofifinhstatements in
accordance with generally accepted accounting iptes; and that receipts and expenditures of thepemy are being made ot
in accordance with authorizations of managementdimretttors of the Company; and

. Provide reasonable assurance regarding preventibmely detection of unauthorized acquisition, vselisposition of the
Company's assets that could have a material effettie financial statements.

Because of its inherent limitations, intdroontrol over financial reporting may not preventletect misstatements. Projections of any
evaluation of effectiveness to future periods agect to the
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risk that controls may become inadequate becauskanfges in conditions, or that the degree of campé with the policies or procedures n
deteriorate.

Momenta's management, including the supinviand participation of the Chief Executive Oéfi@and Chief Financial Officer, assessed
the effectiveness of the Company's internal corvelr financial reporting as of December 31, 20A88naking this assessment, the Company's
management used the criteria set forth by the Cdtmenof Sponsoring Organizations of the Treadwamn@dassion (COSO) in "Internal
Control—Integrated Framework."

Based on its assessment, management helsided that, as of December 31, 2008, the Compartgshal control over financial reporting
is effective based on those criteria.

The independent registered public accogrfiim that audited the Company's financial statehirecluded in this Annual Report on
Form 10-K has issued its report on the effectiveridshe Company's internal control over finanoggdorting. This report appears below.

(b) Attestation Report of the Independeagistered Public Accounting Firm

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

We have audited Momenta PharmaceuticatssIfthe "Company") internal control over finathegporting as of December 31, 2008,
based on criteria established in Internal Contraitedgrated Framework issued by the Committee of Smamg Organizations of the Treadway
Commission (the COSO criteria). Momenta Pharmacalsti Inc.'s management is responsible for maimgieffective internal control over
financial reporting and for its assessment of tifecéveness of internal control over financial ogjing included in the accompanying
Management's Annual Report on Internal Control dveancial Reporting. Our responsibility is to exgs an opinion on the Company's
internal control over financial reporting basedoom audit.

We conducted our audit in accordance withstandards of the Public Company Accounting Qget8oard (United States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whetheatigifenternal control over financial
reporting was maintained in all material respe®@tsr audit included obtaining an understanding tdrimal control over financial reporting,
assessing the risk that a material weakness etésting and evaluating the design and operatifeg®@feness of internal control based on the
assessed risk, and performing such other procedsreg considered necessary in the circumstanceseliéve that our audit provides a
reasonable basis for our opinion.

A company's internal control over finanaigborting is a process designed to provide reddersssurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company's internal control over financial repogtincludes those policies and procedures thgi€ftpin to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseofompany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgegaparation of financial statements in accor@awih generally accepted accounting
principles, and that receipts and expenditureb®itbmpany are being made only in accordance withoaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely deteafainauthorized acquisition, use, or
disposition of the company's assets that could hawaterial effect on the financial statements.

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

In our opinion, Momenta Pharmaceuticals, maintained, in all material respects, effectivternal control over financial reporting as of
December 31, 2008, based on the COSO criteria.

We also have audited, in accordance wighstandards of the Public Company Accounting Ogbtdoard (United States), the
consolidated balance sheets as of December 31,&G08007, and the related consolidated statemépizerations, stockholders' equity and
comprehensive loss, and cash flows for each offttee years in the period ended December 31, 2DPB®menta Pharmaceuticals, Inc. and
our report dated March 10, 2009 expressed an uifigdadpinion thereon.

/s! Ernst & Young LLP

Boston, Massachusetts
March 10, 2009

(c) Changes in Internal Control Over Ficial Reporting

No change in our internal control over finel reporting (as defined in Rules 13a-15(f) 46d-15(f) under the Exchange Act) occurred
during the fiscal quarter ended as of DecembeRBQ8 that has materially affected, or is reasonbkdyy to materially affect, our internal
control over financial reporting.

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

The information relating to our directon®minees for election as directors and executifieess under the headings "Election of
Directors," "Corporate Governance—Our Executiveid@ffs,” "Corporate Governance—Section 16(a) Berafi@wnership Reporting
Compliance" and "Corporate Governance—Board Coreesttin our definitive proxy statement for the 2@0thual Meeting of Stockholders
is incorporated herein by reference to such préaiement.

We have adopted a written code of businessluct and ethics that applies to our directdf&g;ess and employees, including our principal
executive officer, principal financial officer, pdipal accounting officer or controller, or persqesforming similar functions. We make
available our code of business conduct and ethéesdf charge through our website which is locatiegww.momentapharma.com. We intend
to disclose any amendments to, or waivers fromcode of business conduct and ethics that arenextjto be publicly disclosed pursuant to
rules of the Securities and Exchange Commissiortlaa®ASDAQ Global Market by posting it on our wies

Item 11. EXECUTIVE COMPENSATION

The discussion under the headings or suihga "Executive Compensation,” "Compensation aéttors," "Compensation Committee
Report" and "Compensation Committee Interlocks lasdler Participation” in our definitive proxy statent for the 2009 Annual Meeting of
Stockholders is incorporated herein by referencautd proxy statement.

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

The discussion under the heading "Sec@ityership of Certain Beneficial Owners and Manag#red Related Stockholder Matters'
our definitive proxy statement for the 2009 Annkdeting of Stockholders is incorporated hereindfgmrence to such proxy statement.
Information required by this Item relating to setias authorized for issuance under equity comp@msglans is contained in our definitive
proxy statement for the 2009 Annual Meeting of miders under the subheading "Equity Compensd&lan Information” and is
incorporated herein by reference.

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

The discussion under the headings "CeRailationships and Related Transactions" and "Catpdéovernance—Board Determination of
Independence” in our definitive proxy statementtfer 2009 Annual Meeting of Stockholders is incogbed herein by reference to such proxy
statement.

Item 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The discussion under the heading "Ratificadf Selection of Independent Registered Pubticdunting Firm" in our definitive proxy
statement for the 2009 Annual Meeting of Stockhddg incorporated herein by reference to suchystatement.
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PART IV
Item 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDU LES
(a) The following documents are includegad of this Annual Report on Form 10-K.

1. Financial Statements:

Page numbe

in this report

Report of Independent Registered Public Accourf&imm 65
Consolidated Balance Sheets at December 31, 2QD2G0V 66
Consolidated Statements of Operations for the yeraded December 31, 2008, 2007 and z 67
Consolidated Statements of Stockholders' Equity@mahprehensive Loss for the years ended Decembh@088, 2007 and 20 68
Consolidated Statements of Cash Flows for the yeaied December 31, 2008, 2007 and 2 69
Notes to Consolidated Financial Stateme 7C

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

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

Pursuant to the requirements of SectioorlB5(d) of the Securities Exchange Act of 1934, ribgistrant has duly caused this report to be
signed on its behalf by the undersigned, theredalp authorized this 18 day of March, 2009.

MOMENTA PHARMACEUTICALS, INC.

By: /sl CRAIG A. WHEELER

Craig A. Wheeler
Chief Executive Office

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

Signature Title Date

/sl CRAIG A. WHEELER

President and Chief Executive Officer; Directoriffeipal Executive Officer March 13, 200¢
Craig A. Wheele

/s/ RICHARD P. SHEA Senior Vice President and Chief Financial Officer

(Principal Financial and Accounting Officer)

March 13, 2009
Richard P. She

/sl JAMES SULAT

Chairman of the Board and Director March 13, 2009
James Sule
/s/ JOHN K. CLARKE
Director March 13, 2009
John K. Clarke
/s/ ALAN L. CRANE
Director March 13, 2009
Alan L. Crane
/sl MARSHA H. FANUCCI
Director March 13, 2009
Marsha H. Fanuc
/s/ PETER BARTON HUTT
Director March 13, 2009
Peter Barton Hut
/s/ ROBERT S. LANGER, JR.
Director March 13, 2009
Robert S. Langer, J
/s/ RAM SASISEKHARAN
Director March 13, 2009
Ram Sasisekharz
/s/ BENNETT M. SHAPIRO
Director March 13, 2009
Bennett M. Shapir
/s/ ELIZABETH STONER
Director March 13, 2009

Elizabeth Stone
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EXHIBIT INDEX

Incorporated by Reference ta

Exhibit Filing
Exhibit Form or Date SEC File
Number Description Schedule No. with SEC Number
Articles of Incorporation and B-Laws
3.1 Third Amended and Restated Certificate of Incomion S-1 3.3 3/11/200  333-
113522
3.2 Certificate of Designations of Series A Juniortiegating Preferred Stock of the Registrant 8-K 3.1 11/8/200! 000-
50797
3.2 Second Amended and Restatec-Laws S-1 3.4 3/11/200- 33
113522
Instruments Defining the Rights of Security Holde
4.1 Specimen Certificate evidencing shares of commock: S-1/A 41 6/15/200: 33z
113522
4.2 Second Amended and Restated Investors' Rightsedgent, dated as of February 27, 2004, S-1/A 4.3 6/15/200-  333-
by and among the Purchasers listed therein, thed&a listed therein and the Registrant; 113522
Amendment No. 1 to Second Amended and Restatedting Rights Agreement, dated a:
June 10, 2004, by and among the Registrant ankhtlestors set forth there
4.4 Investor Rights Agreement, dated as of July 256289 and between Novartis Pharma . 16-Q 10.2 11/8/200¢  00OC-
and the Registrai 50797
Material Contract—License Agreement
10.11 Collaboration and License Agreement, dated Nowrib2003, by and among Biochemie S-1/A  10.4 5/11/200.  333-
West Indies, N.V., Geneva Pharmaceuticals, Inc.thadRegistran 113522
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Incorporated by Reference to

Exhibit Filing
Exhibit Form or Date SEC File
Number Description Schedule No. with SEC Number
10.21 Amended and Restated Exclusive Patent License Agrpt dated November 1, 2002, by i 8-K 10.1 8/15/200¢ 00C-
between the Massachusetts Institute of Technolagytlze Registrant (the "November 1, 2 50797
M.L.T. License"); First Amendment to the NovembeP002 M.I.T. License, dated
November 15, 2002, by and between the Massachusstitsite of Technology and tt
Registrant; Letter Agreement, dated September 0@3,20etween the Massachusetts Institute
of Technology and the Registrant; Letter Agreeméated October 22, 2003, between the
Massachusetts Institute of Technology and the Ragis Second Amendment to the
November 1, 2002 M.I.T. License, dated November2D®3, by and between t
Massachusetts Institute of Technology and the Regis Third Amendment to the
November 1, 2002 M.I.T. License, dated April 2, 200y and between the Massachus
Institute of Technology and the Registr.
10.31 Letter Agreement Regarding November 1, 2002 Mlitense, dated August 4, 20( 8-K 10.1 8/15/200¢  00C-
between the Massachusetts Institute of Technologytlze Registrar 50797
10.41 Letter Agreement Regarding November 1, 2002 MLligense, dated October 18, 2006, 10-Q  10.6 11/8/200¢  000-
between the Massachusetts Institute of Technolagytlze Registrar 50797
10.51 Exclusive Patent License Agreement, dated Oct8be2002, by and between the S-1/A 10.6 5/11/200.  333-
Massachusetts Institute of Technology and the Ragis(the "October 31, 2002 M.I.T. 11352z
License"); First Amendment to the October 31, 2DDRT. License, dated November 15,
2002, by and between the Massachusetts Institufeainology and the Registrz
10.61 Fourth Amendment to the November 1, 2002 M.I.T ehise, dated July 17, 2004, by ¢ 1-Q 10.3 8/16/200- 00C-
between the Massachusetts Institute of Technolagytlze Registrar 50797
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Incorporated by Reference to

Exhibit Filing
Exhibit Form or Date SEC File
Number Description Schedule No. with SEC Number
10.71 Second Amendment to the October 31, 2002 M.|.Tehse, dated July 17, 2004, by ¢ 1-Q 10.4 8/16/200:« 00C-
between the Massachusetts Institute of Technolagytlee Registrar 50797
10.81 Fifth Amendment to the November 1, 2002 M.l.Tcdrnse, dated August 5, 2006, by and 10-Q  10.5 11/8/200t 000-
between the Massachusetts Institute of Technolagytlee Registrar 50797
10.91 Third Amendment to the October 31, 2002 M.l.Tcdrise, dated August 5, 2006, by and 10-Q  10.4 11/8/200t 000-
between the Massachusetts Institute of Technolagytlze Registrar 50797
10.1C Sixth Amendment to the November 1, 2002 M.I.T. bise, dated January 10, 2007, by  10-K  10.8 3/15/200° 00C-
between the Massachusetts Institute of Technolagytlee Registrar 50797
10.11 Fourth Amendment to the October 31, 2002 M.I.T ehige, dated January 10, 2007, by  10-K  10.11 3/15/200° 00C-
between the Massachusetts Institute of Technolagytlee Registrar 50797
10.1z Letter Agreement dated January 29, 2007 betwaed& AG and the Registrant 10-K10.1€ 3/15/200° 000-
50797
10.1% Letter Agreement dated February 1, 2007 betweeni& AG and the Registrant 10-Q  10.8/10/200° 000-
50797
10.1¢ Letter Agreement Regarding the November 1, 2002MlUlicense, dated June 12, 20 16-Q 10.2 8/9/2007 00C-
between the Massachusetts Institute of Technolagytlze Registrar 50797
10.157 Collaboration and License Agreement, dated J@€Q07, by and among Sandoz AG and10-Q  10.1  8/9/2007 000-
the Registran 50797
10.1¢ Amendment No. 1, dated April 25, 2008, to thel@mdration and License Agreement, 10-Q 10.1  5/9/2008 000-
dated June 13, 2007, by and among Sandoz AG ariRlthistran 50797
Material Contract—Management Contracts and Compensation Plans
10.17¢ Amended and Restated 2002 Stock Incentive 16-K  10.17 3/15/200° 00C-
50797
10.18¢ 2004 Stock Incentive Plan, as amen 10-K  10.1¢ 3/15/200° 00C-
50797
10.19¢ Form of Incentive Stock Option Agreement Graritedler 2004 Stock Incentive Plan 10-Q  10.8/16/200: 000-
50797
10.20¢ Form of Nonstatutory Stock Option Agreement Gedriynder 2004 Stock Incentive Plan 10-Q  10&16/200- 000-
50797
10.21# Form of Restricted Stock Agreement under 2004 Shoc&ntive Plar 8-K 10.2  2/28/08 00C-
50797
10.22¢ 2004 Employee Stock Purchase F S-1/A 10.3 4/16/200« 33%-
113522

99




Table of Contents

Incorporated by Reference to

Exhibit Filing
Exhibit Form or Date SEC File
Number Description Schedule No. with SEC Number
10.23¢ Non-Employee Director Compensation Summ 1C-K  10.21 3/10/200¢& 00C-
50797
10.24¢ Reallocation of Founder Shares Agreement, dafad 20, 2002, by and among Ganesh  S-1  10.14 3/11/2004 333-
Venkataraman, Ram Sasisekharan, Robert S. LarrgdPolaris Venture Partners Ill, L.P. 113522
and the Registrai
10.25¢ Restricted Stock Agreement, dated March 7, 2b86wveen Ganesh Venkataraman and thd0-Q 10.14 11/8/2006 000-
Registran 50797
10.26¢ Employment Agreement, dated August 22, 2006, éetwCraig Wheeler and the 10-Q 10.7  11/8/2006 000-
Registran 50797
10.27¢ Restricted Stock Agreement, dated August 22, 2B86yeen Craig Wheeler and 1 1¢-Q 10.8 11/8/200¢€ 00C-
Registran 50797
10.28¢ Nonstatutory Stock Option Agreement, dated Aug@st?®06, between Craig Wheeleri 10-Q 10.9 11/8/200€ 00C-
the Registran 50797
10.29¢ Incentive Stock Option Agreement, dated AugustZZ®6, between Craig Wheeler and  10-Q 10.1C 11/8/2006 000-
Registran 50797
10.30¢ Restricted Stock Agreement, dated March 7, 2b86wveen Steven B. Brugger and the  10-Q 10.1% 11/8/2006 000-
Registran 50797
10.31# Restricted Stock Agreement, dated December 15, 2@ een John E. Bishop and 1C-K  10.5€ 3/15/2007 00C-
Registran 50797
10.32¢ Restricted Stock Agreement, dated December 14,,2#@Ween John E. Bishop and 1C-K  10.3t  3/10/200¢& 00C-
Registran 50797
10.33¢ Restricted Stock Agreement, dated August 15, 208&veen Richard P. Shea and the 10-Q  10.1 11/08/200 000-
Registran 50797
10.34¢ Restricted Stock Agreement, dated January 177, 28tween Craig Wheeler and the 10-Q 10.7  11/8/2006 000-
Registran 50797
10.35¢ Form of Employment Agreement for executive offic 1¢-Q 10.3  5/9/2008 00C-
50797
10.36¢ Second Amended and Restated Employment Agreemtatiet] April 28, 2008, by the 10-Q 10.4  5/9/2008 000-
Registrant and Ganesh Venkatarar 50797
10.37¢ Form of Amendment to Employment Agreement, daeg 28, 2008, by the Registrant  10-Q 10.1 8/5/2008 000-
and each of John E. Bishop and James R 50797
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Material Contract—Credit Agreement:
10.3¢ Loan and Security Agreement, dated December@12,20y and between Silicon Valley  S-1  10.2¢ 3/11/2004 333-
Bank and the Registra 113522
10.3¢ First Loan Modification Agreement, dated Decemigr2004, between Silicon Valle 1C-K  10.37 3/31/200t 00C-
Bank and the Registra 50797
10.4C Loan and Security Agreement, dated December 28}, 2f¥iween Silicon Valley Banka 10-K 10.3¢ 3/31/2005 000-
the Registran 50797
10.41 Master Lease Agreement, dated December 30, 2@dveen General Electric Capital 10-K 10.44 3/16/2006 000-
Corporation and the Registre 50797
Material Contract—Leases
10.421 Sublease Agreement, dated September 14, 2004 dlyedween Vertex Pharmaceutic 1C-Q 10.9 11/12/200.  00C-
Incorporated and the Registr: 50797
10.4:  First Amendment to Sublease (regarding Subleaseefgent, dated September 14, 200 1C-Q  10.3 11/14/200! 00C-
dated September 7, 2005, between Vertex Pharmaakulincorporated and the Registr 50797
10.4¢ Second Amendment to Sublease (regarding Subkegreement, dated September 14, 10-K  10.47 3/16/2006 000-
2004, as amended), effective as of November 215, 2tween Vertex Pharmaceuticals 50797
Incorporated and the Registr:
10.4t  Third Amendment to Sublease (regarding Subleaseekgent, dated September 14, 2( 1C-K  10.4€ 3/16/200€  00C-
as amended), effective as of January 27, 2006 degtWertex Pharmaceuticals 50797
Incorporated and the Registr:
10.4¢ Letter Agreement (regarding Sublease Agreemengdd@éeptember 14, 2004, as amenc  1C-Q  10.01  8/9/2006 00c¢-
dated June 29, 2006, between Vertex Pharmaceuticalgporated and the Registr: 50797
10.47 Purchase Agreement, dated October 31, 2007, bat&kylam Pharmaceuticals, Inc. and 10-Q 10.2  11/8/2007 000-
the Registran 50797
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Material Contract—Stock Purchase Agreemel
10.4¢ Stock Purchase Agreement, dated July 25, 200éntybetween Novartis Pharma AG and  10-Q 10.1 11/8/200t¢  000-

the Registran 50797
Material Contract—Asset Purchase Agreement

10.4¢ Asset Purchase Agreement dated as of April 20, 2908hd among Parivid, LLC and t 1c-Q 10.3 5/10/200° 00C-
Registran 50797

Additional Exhibits
*21 List of Subsidiarie:

*23.1 Consent of Independent Registered Public Accouriing

*31.1 Certification of Chief Executive Officer pursuantExchange Act Rules 13a-14 or 154l-as
adopted pursuant to Section 302 of Sarb-Oxley Act of 2002

*31.2 Certification of Chief Financial Officer pursuawotExchange Act Rules 13a-14 or 15d-14, as
adopted pursuant to Section 302 of Sarb-Oxley Act of 2002

*32.1 Certification of Chief Executive Officer and Chiginancial Officer pursuant to Exchan
Act Rules 13a-14(b) or 15d-14(b) and 18 U.S.C.i8ac350, as adopted pursuant to
Section 906 of Sarbar-Oxley Act of 200z

* Filed herewith

t Confidential treatment requested as to certainqust which portions are omitted and filed sepdyatgth the Securities and Exchange
Commission.

# Management contract or compensatory plan or arraegefiled as an Exhibit to this report pursuant$ga) and 15(c) of Form -K.
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EXHIBIT 21

SUBSIDIARIES OF MOMENTA PHARMACEUTICALS, INC.

Name of Subsidiary Jurisdiction of Organization
Momenta Pharmaceuticals Securities Corpor: Massachusett
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Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by refeeeincthe Registration Statements (Form S-3 333-240233-126798, and 333-126356 and
Form S-8 Nos. 333-157275, 333-149253, 333-140760888117173) of Momenta Pharmaceuticals, Inc. and irreteted Prospectuses of «
reports dated March 10, 2009, with respect to tresalidated financial statements of Momenta Phaeutézals, Inc., and the effectiveness of
internal control over financial reporting of MomarRharmaceuticals, Inc., included in this Annugbéte(Form 10-K) for the year ended
December 31, 2008.

/sl Ernst & Young LLP

Boston, Massachusetts
March 10, 2009
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Exhibit 31.1
CERTIFICATION
I, Craig A. Wheeler, President and Chief Execu®féicer of Momenta Pharmaceuticals, Inc., certtigtt
1. | have reviewed this Annual Report on Form 10-KMmfmenta Pharmaceuticals, Inc.
2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessar

make the statements made, in light of the circunt&ts.under which such statements were made, nkadisg with respect to the
period covered by this report.

3. Based on my knowledge, the financial statementsatimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this report.

4, The registrant's other certifying officer and | a@gponsible for establishing and maintaining disete controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@&))%(d internal control over financial reportirg @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneggh

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of the
financial statements for external purposes in atamoce with generally accepted accounting princjples

C) Evaluated the effectiveness of the registrantsl@lsire controls and procedures and presentedsimeiport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis report based on such
evaluation; and

d) Disclosed in this report any change in the regmtsadnternal control over financial reporting tloatturred during the registrant's
most recent fiscal quarter (the registrant's fofisital quarter in the case of an annual repod) ltas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting.

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorteyhal control over financial
reporting, to the registrant's auditors and thetaummmittee of the registrant's board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknesiethe design or operation of internal contra¢iofimancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information; ar

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant's
internal control over financial reporting.

Dated: March 13, 200 /s/ CRAIG A. WHEELER

Craig A. Wheeler
President and Chief Executive Offic
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Exhibit 31.2
CERTIFICATION
I, Richard P. Shea, Senior Vice President, Chie&fcial Officer of Momenta Pharmaceuticals, Inertify that:
1. | have reviewed this Annual Report on Form 10-KMafmenta Pharmaceuticals, Inc.
2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessar

make the statements made, in light of the circunt&ts.under which such statements were made, nkadisg with respect to the
period covered by this report.

3. Based on my knowledge, the financial statementsatimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this report.

4, The registrant's other certifying officer and | a@gponsible for establishing and maintaining disete controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@&))%(d internal control over financial reportirg @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneggh

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of the
financial statements for external purposes in atamoce with generally accepted accounting princjples

C) Evaluated the effectiveness of the registrantsl@lsire controls and procedures and presentedsimeiport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis report based on such
evaluation; and

d) Disclosed in this report any change in the regmtsadnternal control over financial reporting tloatturred during the registrant's
most recent fiscal quarter (the registrant's fofisital quarter in the case of an annual repod) ltas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting.

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorteyhal control over financial
reporting, to the registrant's auditors and thetaummmittee of the registrant's board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknesiethe design or operation of internal contra¢iofimancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information; ar

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant's
internal control over financial reporting.

Dated: March 13, 200 /sl RICHARD P. SHE#

Richard P. Shea
Senior Vice President, Chief Financial Offi
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Exhibit 32.1
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report oniRdt0-K of Momenta Pharmaceuticals, Inc. (the "Conydgafor the period ended
December 31, 2008 as filed with the SecuritiesExchange Commission on the date hereof (the "R8pthe undersigned, Craig A. Wheel
President and Chief Executive Officer of the Compamd Richard P. Shea, Senior Vice President,fEGiiancial Officer of the Company,
each hereby certifies, pursuant to 18 U.S.C. Sedt850, that:

(D) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh1934; and

(2) The information contained in the Report fairly pmets, in all material respects, the financial ctadiand results of operatio
of the Company.

Dated: March 13, 2009 /sl CRAIG A. WHEELER

Craig A. Wheeler
President and Chief Executive Offic

Dated: March 13, 2009 /sl RICHARD P. SHEA

Richard P. Shea
Senior Vice President, Chief Financial Offi
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