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PART I

Item 1. Business

This Annual Report on Form 10-K contains forwardlimg statements regarding our business, financial
condition, results of operations and prospects. #fg@uch as “expects,” “anticipates,” “intends,” “@ns,”
“believes,” “seeks,” “estimates” and similar exprsfons or variations of such words are intendeddentify
forward-looking statements, but are not the exclusive mefidentifying forward-looking statements in tAisnual
Report. Additionally, statements concerning futtnaters such as the development or regulatory agdrof new
products, enhancements of existing products omigldgies, third party performance under key colladiimn
agreements, revenue and expense levels and otttenm&nts regarding matters that are not historead forward-
looking statements.

”ou

Although forward-looking statements in this AnnRabort reflect the good faith judgment of our masragnt,
such statements can only be based on facts amt$amirrently known by us. Consequently, forwarmkling
statements are inherently subject to risks and tat#ies and actual results and outcomes may diffaterially
from the results and outcomes discussed in or igatied by the forwar-looking statements. Factors that could
cause or contribute to such differences in resaid outcomes include without limitation those désad under the
heading “Risk Factors” below, as well as those disged elsewhere in this Annual Report. Readersraed not to
place undue reliance on these forw-looking statements, which speak only as of the dathis Annual Report. We
undertake no obligation to revise or update anyvind-looking statements in order to reflect anyree
circumstance that may arise after the date of #riaual Report. Readers are urged to carefully nenaed consider
the various disclosures made in this Annual Repanich attempt to advise interested parties ofritles and factor:
that may affect our business, financial conditi@sults of operations and prospects.

Overview

We are a biopharmaceutical company developing amtheercializing products targeting the extracellular
matrix (“Matrix”) for the drug delivery, oncologynd dermatology markets. Our portfolio of produstbased on
intellectual property covering the family of humamzymes known as hyaluronidases. Our key partmErsine with
Roche to apply EnhanZé Technology to Roche’s biological therapeutic commsifor up to 13 targets and with
Baxter to apply Enhanze Technology to Baxter'sdmatal therapeutic compound, GAMMAGARD LIQUID 10%.

Our operations to date have been focused on oliggrand staffing Halozyme Therapeutics, Inc. (“Hzime”
or the “Company”), acquiring, developing and seagiits technology and undertaking product develaprfa our
existing products and for our product candidates.N&ve received FDA approval for two products: Clasef , for
use in in-vitro fertilization, and HYLENEX, for uses an adjuvant to increase the absorption an@migm of other
injected drugs and fluids.

In November 2007, we reincorporated from the Stafdevada to the State of Delaware. Our princifites
and research facilities are located at 11388 Stwréalley Road, San Diego, California 92121. Olepéone
number is (858) 794-8889 and our e-mail addresgagd halozyme.comidditional information about the Company
can be found on our websitevatvw.halozyme.conand in our periodic and current reports filed vitib Securities
and Exchange Commission (“SEC”). Copies of ourenirand periodic reports filed with the SEC arelabée at
the SEC Public Reference Room at 450 Fifth Stieét/., Washington, D.C. 20549, and onlinenaiw.sec.goand
our website atvww.halozyme.com.

Technology

Our technology is based on recombinant human PH20RH20), a human synthetic version of hyaluronédas
that degrades hyaluronic acid, a space-filling;ligrel substance that is a major component of tissheughout the
body, such as skin and bone. The PH20 enzymeasuaatly occurring enzyme that digests hyaluromid o
temporarily break down the gel, thereby facilitgtthe penetration and dispersion of other drugsflaids that are
injected under the skin or in the muscle. It alsegrddes the cumulus matrix surrounding oocytessjefggilitating
in vitro fertilization (IVF).
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Our proprietary technology, as evidenced by outuskee license with the University of Connectictitloe
patent covering the DNA sequence that encodes hinyeloronidase, may both expand existing markediscasate
new ones. Gaps in existing hyaluronidase offermgy create demand for our solution, and provide market
opportunities. Our objective is to apply our produand products under development to key markatsuiltiple
therapeutic areas.

Strategy

We are a biopharmaceutical company developing amdreercializing products targeting the Matrix foeth
drug delivery, oncology, and dermatology marketse Matrix is a key structural component found ithbeormal
tissues such as skin and bone, and abnormal tisselsas tumors. By expanding upon our scientfjieetise in the
Matrix, we hope to develop therapeutic and aestligtigs. Our lead enzyme, rHUPH20 hyaluronidasan is
example of a Matrix modifying enzyme. By degradim@luronan, a key Matrix component in the skin, PH20
facilitates the delivery of drugs and fluids thrbufe Matrix and into circulation. While rHuPH20tke underlying
drug delivery technology of both Hylenex for gesesimall molecules and fluids, and Enhanze Techiydiog
proprietary small and large molecules, we are sepkiays to combine or co-formulate rHUPH20 withvpwasly
approved small molecule drugs to develop new petgry products.

We are also expanding our scientific work in thetii4sby developing other enzymes and agents thigeta
unique aspects of the Matrix, giving rise to poimiew molecular entities targeting indicationsircology,
dermatology and metabolism. For instance, we aveldping a pegylated version of rHuPH20 that léstger in
the bloodstream, and may therefore better tardiet somors by clearing away the surrounding hyaham and
reducing the interstitial fluid pressure within mgalant tumors to allow better penetration by chdrampeutic
agents. In addition, we are developing a Matrix ifyitg enzyme that targets components of the skith a
subcutaneous tissues that may have both theragattiaesthetic applications within dermatology. ldepects of
our corporate strategy include the following:

« Develop our own proprietary products based on éi2Penzyme and other new molecular entit
« Continue to expand the commercialization of Hyletrewugh our partner, Baxter Healthce

« Continue product development under our Roche Erdhdezhnology collaboratiol

« Continue product development under our Baxter Bevsre Enhanze Technology collaborati

« Continue clinical development of our lead oncolpggduct candidate, Chemoph®;

« Continue to seek partnerships for our Enhanze Taobg drug delivery platform; an

« Continue to commercialize Cumulase through ourridistors.

Current Products and Product Candidates

We have two marketed products and multiple prodantlidates targeting several indications in varsiages
of development. The following table summarizeslead clinical products and product candidates:

Product Indication (Brief Description) Development Status
Cumulase In vitro fertilization Marketed
Hylenex Agent for drug and fluid infusio Marketed
Chemophas Chemoadjuvant for superficial bladder can Phase I/lle
Enhanze Technoloc Agent for enhanced drug delive Phase
Proprietary PH2( Oncology, metabolisr Pre-Clinical
Proprietary No-PH20 Oncology, dermatolog Pre-Clinical
Cumulase

Cumulase is aex vivo(used outside of the body) formulation of rHuUPH&0dplace the bovine (bull) enzyme
currently used for the preparation of oocytes (gggser to IVF during the process of intracytoplasrsperm
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injection (ICSI), in which the enzyme is an essartomponent. The enzyme strips away the hyaluraciit that
surrounds the oocyte. This allows the cliniciathten perform the ICSI procedure, injecting the spitto the
oocyte. The FDA considers hyaluronidase IVF prosliectbe medical devices subject to 510(k) appramdiwe
filed our 510(k) application during September 2004 received a CE (European Conformity) Mark for@lase
in December 2004, which allows us to market Curaulaghe European Union. We received FDA clearamce
April 2005. We launched Cumulase in the Europeaimityand in the United States in June 2005. We belibe
total ICSI market consisted of an estimated 500jaf@@cytoplasmic sperm injection cycles worldwide2005
(Source: CDC, 2001; ESHRE, 2002).

Hylenex

Hylenex is a human recombinant formulation of rH@RHo facilitate the absorption and dispersiontbo
injected drugs or fluids. When injected under tkie ®r in the muscle, hyaluronidase can digestyeuronic acid
gel, allowing for temporarily enhanced penetratimia dispersion of other injected drugs or fluide fled a New
Drug Application (NDA) in March 2005 and we receaivapproval of our Hylenex NDA in December 2005.

Enzymatically-Augmented Subcutaneous Infusion (EABklenex facilitates subcutaneous delivery ofdhui
up to one liter without the need for intravenousess, a procedure known as EASI. Children andltiezlg, in
particular, often have difficult venous accessdrefd to as DVA), making it challenging even foillekl nurses to
start and maintain intravenous access. ImportaB#s| for fluid replacement in children and theeslgt may be
achieved with limited or no need for nursing assise.

INFUSE-LR Study: During January 2006, we completed the Increasad Btilizing Subcutaneously-Enabled
Lactated Ringer’s clinical trial, or INFUSE-LR stydvhich was designed to determine the subcutan@us-Q)
infusion flow rate of Lactated Ringer’s solutiontveind without Hylenex, determine the Sub-Q infodlow rate
dose response to Hylenex over one order of magnibfidose, and assess safety and tolerability. @roispective,
double-blind, randomized, placebo-controlled, withubject, dose-comparison study enrolled 54 velkinsubjects
who received Sub-Q infusions simultaneously in hgiper arms through 24 gauge catheters. Key refsaitsthe
study included:

» The use of Hylenex compared to placebo preceditgGbinfusion, under gravity flow, to accelerate thonf
rate was assessed. Hylenex accelerated flow vplacsbo in every subject studied, and by an overadn
ratio of approximately four-fold. The overall meffmw rate for Sub-Q infusion with Hylenex was 464 fnr
versus 118 mL/hr with placebo (p < 0.00C

« The faster flow rates did not result in an increasedema. A total of 94% of subjects had modevatevere
arm edema with placebo compared to 17% with Hyl€pex 0.0001)

« In the study, there were no serious or severe adwarents (AE). Based on the AE profile, Hylenes at
least as well tolerated as place

INFUSE-Morphine Study:During October 2006, we completed the Increaded Etilizing Subcutaneously-
Enabled Morphine clinical trial, or INFUSE-Morphistudy, which was designed to determine the tinradgimal
blood levels of morphine after subcutaneous adination with and without Hylenex, to determine three to
maximal blood levels after intravenous administnatdf morphine, and to assess safety and tolewabilhis
prospective, double-blind, randomized, placebo+oieid, within-subject, dose-comparison study derbll2
evaluable patients who received Sub-Q infusiony. i€sults from the study included:

« The primary endpoint hypothesis was achieved byatestnating a statistically significant acceleratiorthe
average time to maximal plasma concentration (Tro&r)orphine. Tmax was reduced from 13.8 minutes
when injected subcutaneously with the saline pladela Tmax of 9.2 minutes when injected with Hygbene
33% reduction in the time to maximal plasma coneion (p<0.05)

* Sub-Q administration of morphine plus Hylenex pded total drug exposure (4-hour AUC) of morphind an
its active metabolite that was at least comparttbl¥ morphine administration, as calculated basedhe
sampling time points for measuring absorpt
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« Morphine plus Hylenex appeared to be safe andtaieltated. The most commonly reported adverse svent
were mild injection site redness, rash, swelling] @ching. However, no Hylenex-related toxicitysva
apparent based on a comparison of adverse eversii-Q injections with rHuPH20 versus saline place

Chemophase

Chemophase, our lead oncology product candidaga isvestigative chemoadjuvant designed to enhtrece
transport of chemotherapeutic agents to tumorgisisicreasing diffusion in tissues without affegtirascular
permeability. Many solid tumor types (e.g., colbreast, prostate) accumulate hyaluronic acid, icrgat barrier to
the effective penetration of current or future cloémerapeutics. Previous clinical trials of bovirté2® in patients
showed some promise in enhancing chemotherapy eegimsing adjunctive systemic hyaluronidase inipesly
chemo-refractory patients.

Furthermore, we have observed significant reduaticmmor interstitial fluid pressure following the
administration of rHUPH20 in solid tumors growmiice. Tumor interstitial pressure is widely belidwe be an
important factor limiting the access of cytostaggimens to solid tumors. By digesting the hyalic@cid gel,
rHUPH20 may reduce interstitial pressure in theauand promote more effective delivery of chemadipgr
throughout the tumor, as it does under the skihéncase of Hylenex. This could potentially leadhtreased patie
survival and extended product lifecycles of mangownly used chemotherapeutic agents.

As we continue development of an intravenous foatioh of rHUPH20, we hope to realize time and cost
savings by leveraging our current manufacturingess and toxicology package to support a clinioag@mm for a
local oncology application. As such, during Jun82®&e submitted an investigational new drug apibca(*IND")
in order to begin clinical testing of our Chemophasoduct candidate in combination with Mitomyainsuperficial
bladder cancer. We received authorization to it@t@inical testing of Chemophase in August 200t we
commenced patient enrollment in our initial clidipaotocol under this IND in October 2005. In Mar2B06, we
completed enrollment in our Chemophase Phaseitalitrial. In April 2006, we commenced patient@iment in
our Chemophase Phase I/lla clinical trial. In Seyiter 2007, we completed enrollment in our Phas dlinical
trial.

Each year there are approximately 63,000 new a#ss@snary bladder cancer in the United States (Gou
American Cancer Society, 2005). Approximately 700hese new cases are “superficial” bladder ca(@eurce:
AUA Bladder Cancer Guidelines Panel, 1999). Theesapproximately 500,000 prevalent cases of uribéagder
cancer (Source: NCI SEER Cancer Statistics Re\2&@2) in the United States. Approximately 30% ehted
patients have a recurrence within 12 months (So@oethwest Oncology Group Study, 1995).

Enhanze Technology

Enhanze Technology, a proprietary drug deliveryfpten using Halozyme'’s first approved enzyme, rH2BH
is our broader technology opportunity that can ptiédly lead to partnerships with other pharmaa=aittcompanies.
When co-formulated with other injectable drugs, &mte Technology may facilitate the penetrationdisdersion
of these drugs by temporarily opening flow chanmelder the skin. Molecules as large as 200 nanometay pass
freely through the extracellular matrix, which reecs its normal density within approximately 24 hgueading to
drug delivery platform which does not permanentigrahe architecture of the skin. The principatde of our
Enhanze Technology platform is the use of rHuPH2fatilitate subcutaneous or intramuscular roufes o
administration for large molecule biological thezafics. We are seeking partnerships with pharmaadut
companies that market drugs requiring or benefifiom injection via the subcutaneous or intramuacubutes that
could benefit from this technology. In December008e signed our first Enhanze Technology partriprsith F.
Hoffmann-La Roche Ltd and Hoffmann-La Roche, Imollgctively, “Roche”). In September 2007, we sidmair
second Enhanze Technology partnership with BaxéaltHcare Corporation (“BHC”) and Baxter Healthc&rA.
(“BHSA" and along with BHC, collectively, “Baxter’)
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Roche Agreemer

In December 2006, we signed our first Enhanze Taldgy partnership with Roche. Under the terms ef th
agreement, Roche obtained a worldwide, exclusegnie to develop and commercialize product combimabf
rHUPH20, our proprietary recombinant human hyalittase, and up to thirteen Roche target compoursistireg
from the collaboration. Also under the terms of dgeeement, we are obligated to significantly scpléhe
production of rHUPH20 and to identify a second seunanufacturer to assist us in meeting these ptinau
obligations. Roche paid us $20 million as an ihitigfront payment for the application of rHuPH2Qthoee pre-
defined Roche biologic targets. Pending the sufalessmpletion of a series of clinical, regulatoand sales even
Roche may pay us further milestones which coulémlly reach a value of up to $111 million. Ird&tbn, Roche
may pay us royalties on potential product salestfese first three targets. Over the next ten yé&awshe will also
have the option to exclusively develop and comnadimg rHUPH20 with an additional ten targets tademntified by
Roche, provided that Roche will be obligated to pagtinuing exclusivity maintenance fees to usritteo to
maintain its exclusive development rights for thiesgets. For each of the additional ten targedgh® may pay us
further upfront and milestone payments of up to 8dlfion per target as well as royalties on potahprroduct sales
for each of these additional ten targets. Additilgn&oche will obtain access to our expertise éveloping and
applying rHUPH20 to Roche targets. In additiorDacember 2006, an affiliate of Roche purchased3308® share
of common stock for an aggregate of approximatéty. $ million.

Baxter Gammagard Agreement

In September 2007, we signed our second Enhanzendkegy partnership with Baxter. Under the termshef
agreement, Baxter obtained a worldwide, exclusoenke to develop and commercialize product contilving of
rHUPH20, Halozyme'’s proprietary recombinant humgalironidase, with a current Baxter product, Ganmenag
Liquid ™ . Gammagard Liquid is indicated for the treatmdrmranary immunodeficiency disorders associatedhwit
defects in humoral immunity. Under the terms ofdalhjeeement, Baxter made an initial upfront paynoént
$10 million to us. Pending successful completiom skries of regulatory and sales milestones, Baxtg make
further milestone payments totaling $37 milliorut In addition, Baxter will pay royalties on ttees, if any, of th
products that result from the collaboration. Thesagient is applicable to both kit and co-formulattombinations.
Baxter will assume all development, manufacturiligical, regulatory, sales and marketing costseuride
agreement, while we will be responsible for thepdypf the rHUPH20 enzyme. In addition, Baxter bagain
product development and commercialization obligation major markets identified in the agreement.

Sales and Marketing
Cumulase

Our sales and marketing strategy in the IVF mackesists of a multi-channel approach that targatiepts,
clinicians, suppliers, and regulators. We are aulyeseeking to raise public awareness of the etimiek of using
animalderived products in IVF applications among indugtrgfessionals and the general public through dibuag
in trade journals, presentations and booths atetentes and trade shows, Web initiatives, and Hoarding
efforts such as press releases and other pubditaes efforts. Two of the highest impact targediances are, the
Society for Assisted Reproductive Technology (SARiTthe United States and, the European SocieHuofian
Reproduction and Embryology (ESHRE) in Europe. \&@eehsigned non-exclusive distribution agreementis wi
distributors of IVF reagents and media who sekclily to IVF clinics in both the United States dfgropean
markets. During 2007, sales to MediCult for the \E&te approximately $337,000 and sales to MidAtanére
approximately $179,000, of which approximately $00, was to the EU.

Hylenex

The sales and marketing strategy for Hylenex piilnaonsists of building a strong clinical foundaiwith
post-marketing trials as well as educating the miaok the concept of difficult venous access. Puestketing
clinical trials are ongoing to explore the potelhtdHylenex in a variety of situations, since Itetd or no data with
Hylenex exist in most situations in which our partrBaxter, will market it. Examples of the triatglude the
completed INFUSE-LR study and the completed INFUNb&phine study. In addition, Baxter is currently
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enrolling patients in the INFUSE-Pediatric RehyinatStudy, which is designed to determine the redyoh
success rate (efficacy) and safety in childrentéavith Hylenex-augmented subcutaneous fluid infusBaxter
currently has a team of Medical Science Liaisons@lsas Nurse Educators that are engaging in ni@&dkecation
and development prior to commercial launches iiougrmarket segments following publication of rethtlinical
data.

Baxter Agreements

In February 2007, we amended certain agreemeritsBaitter for Hylenex and entered into a new agregme
collectively the Baxter Agreements, for kits andfoomulations with rHuPH20. Under the terms of Bexter
Agreements, Baxter paid us a nonrefundable upfsapment of $10 million and, pending the successfuhpletion
of a series of regulatory and sales events, Bawtemake milestone payments to us which could ptiadly reach a
value of up to $25 million. In addition, Baxter Wihake payments to us based on the sales of pdagered und
the Baxter Agreements. In February 2007, Baxtepagce$1.0 million of such produttased payments in connect
with the execution of the Baxter Agreements. Inudayp 2008, Baxter prepaid another $3.5 millionwdts product-
based payments and is obligated to prepay $5.5miif additional product-based payments on orrgno
January 1, 2009. Baxter will also now assume aleligpment, manufacturing, clinical, regulatory esahnd
marketing costs of the products covered by the &akgreements. We will continue to supply Baxtethwthe activ:
pharmaceutical ingredient (“API") for Hylenex, aBdxter will fill and finish Hylenex and hold it faubsequent
distribution. In addition, Baxter will obtain a wdwide, exclusive license to develop and commem@gbroduct
combinations of rHUPH20 with Baxter hydration flsidnd generic small molecule drugs, with the exopputf
combinations with (i) bisphosphonates, (ii) cyttistand (iii) cytotoxic chemotherapeutic agents tights to which
have been retained by us. In addition, in Febr@a@r, an affiliate of Baxter purchased 2,070,3%e$ of our
common stock for an aggregate of approximatelyrzllon. Additionally, Baxter will make product-bad
payments on the sales, if any, of the productsrésatlt from the collaboration.

Competition
Cumulase

A key clinical selling point for Cumulase is thaimay eliminate the risk of animal pathogen trarssioin and
toxicity inherent in slaughterhouse preparatioriee Tompeting enzymes are of animal origin, creadimg
opportunity for us to enter the market with a rebamant human enzyme alternative. The leading I\fptars are
CooperSurgical, Irvine Scientific, and Cook Ob/Qgtl three of these companies produce bovine prsjlirc the
US, and MediCult (ovine product) and Vitrolife (hog product) outside the US. Cumulase is priceal @emium
compared to the animal-derived products sold bgeaheading IVF suppliers, which may make markegep@tion
difficult.

Hylenex

Other manufacturers have FDA approved productaderas spreading agents, including ISTA Pharmaizdsi
Inc. (“ISTA"), with an ovine (ram) hyaluronidaseijtkase®, Amphastar Pharmaceuticals, Inc., with a bovine
hyaluronidase, Amphada®¢, and Primapharm, Inc. also with a bovine hyalutase, Hydas® . The FDA has
determined that Amphadase, Hydase, Hylenex andaétare distinct new chemical entities and herfoedafd five
years of market exclusivity. The five year marketlasivity precludes identical new chemical enptpducts from
being marketed for a period of five years. As eaicthese products is established as distinctlyedfit new
chemical entities, the marketing exclusivity grahtimes not prohibit the marketing of the produletaaddition,
some commercial pharmacies now compound hyalureaigeeparations for institutions and physicianswveicer,
there are some concerns with using a compoundat sioduct. Compounded preparations are not Fpgraved
products. Some compounding pharmacies do nottesy ®atch of product for drug concentration, $itgriand lacl
of pyrogens. In addition, Hylenex is priced atgngficant premium compared to the animal-derivedlbsonidases
currently in the marketplace. This price premiunmyraow market adoption of Hylenex and make market
penetration difficult.
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Patents and Proprietary Rights

Patents and other proprietary rights are essdnt@lr business. Our success will depend in padusrability
to obtain patent protection for our inventionspteserve our trade secrets and to operate withéniging the
proprietary rights of third parties. Our strategya actively pursue patent protection in the UhBates and certain
foreign jurisdictions for technology that we beleto be proprietary and that offers us a potentiatpetitive
advantage. Our patent portfolio includes six isqua&ents and a number of pending patent applicatie are the
exclusive licensee of the University of Connectigntler a patent covering the DNA sequence thatdaschuman
hyaluronidase. This patent expires in 2015. We lpatents and patent applications pertaining tomdgoant
human hyaluronidases and their methods of manufaciie believe our patent filings represent a batao entry fo
potential competitors looking to utilize these hyahidases.

In addition to patents, we rely on trade secretsmoprietary know-how. We seek protection of thigade
secrets and proprietary know-how, in part, throoghfidentiality and proprietary information agreertse Our
policy is to require our employees, directors, citasts, advisors, outside scientific collaboratmmsg sponsored
researchers, other advisors and other individuadseatities to execute confidentiality agreemepisnithe start of
employment, consulting or other contractual refahtps with us. These agreements provide thabaligential
information developed or made known to the indigildor entity during the course of the relationskifo be kept
confidential and not disclosed to third partiesemtdn specific circumstances. In the case of eygde and some
other parties, the agreements provide that allritivas conceived by the individual will be our exglve property.
Despite the use of these agreements and our effopt®tect our intellectual property, there willvays be a risk of
unauthorized use or disclosure of information. Remnore, our trade secrets may otherwise becomerktm or be
independently developed by, our competitors.

We also file trademark applications to protectriaenes of our products. These applications may btma to
registration and may be challenged by third parilés are pursuing trademark protection in a nunobélifferent
countries around the world.

Development and Manufacturing

We have signed a commercial supply agreement wittl Bioservices, Inc. (“Avid”), a contract manufacing
organization, to produce bulk recombinant enzynoelpet for clinical and commercial use. Avid will m&acture
the API under commercial good manufacturing prastior commercial scale production and will provstgport
for chemistry, manufacturing and controls sectifamsaany FDA regulatory filings. We have enteredidiscussions
to establish arrangements with an additional mantufar for these ingredients. Difficulties in oetationship with
Avid or delays or interruptions in Avid'supply of its requirements could limit or stapability to provide sufficier
guantities of our products, on a timely basis,darical trials and commercial sales, which woul/e a material
adverse effect on our business and consolidateddial condition.

In the event that any of our product candidatesuaesl in clinical trials or receive the necessagutatory
approval for commercialization, we rely on thirdtges to prepare, fill, finish and package the jatd prior to their
distribution. If we are unable to locate third pestto perform these functions on terms that aoce@mically
acceptable to us, the progress of clinical trialsld be delayed or even suspended and the comnimatian of
approved product candidates could be delayed eepted. We currently utilize a third party to prepdill, finish
and package Cumulase. We have entered into anmagné&vith another third party to prepare, fill,ifih and
package Cumulase. We are currently in the techydlegsfer stage with this third party and expednttiate
commercial manufacturing later this year. We alsliza Baxter Pharmaceutical Solutions (BPS), assdibry of
Baxter, to prepare, fill, finish and package Hyber@axter has only limited experience manufactutiydenex
batches, and we rely on its ability to successfuibnufacture Hylenex batches according to procaetifications.
Any delays or interruptions in Baxter’s ability teanufacture Hylenex batches could limit its abitiyprovide
sufficient quantities of our Hylenex product, otiraely basis, for commercial sales, which would énavmaterial
adverse effect on our business and consolidataddial condition.
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Research and Development Activitie

Our research and development expenses consistrpyimicosts associated with the development and
manufacturing of our product candidates, compeosatnd other expenses for research and develogreestnnel,
supplies and materials, costs for consultants aladed contract research, facility costs, amoiitinaand
depreciation. We charge all research and developexgrenses to operations as they are incurredotitiatly, our
research and development activities were priméoityised on the development of our Cumulase andridyle
products, but we are also developing our Chemopiiashict candidate, and we completed enrollmenuimPhase
I/lla clinical trial for Chemophase in Septembef®200ur industry is subject to rapid technologmd¥ancements,
developing industry standards and new productdictions and enhancements. As a result, our sudegends, in
large part, on our ability to develop and commdizgaproducts.

Our research and development expenditures in @, 2006 and 2005 totaled approximately $20I6am;
$9.2 million and $10.2 million, respectively. Resd#aand development expenditures in fiscal 200&vpeimarily
related to the manufacturing and production ofrbluPH20 enzyme, and the development of Enhanzenbéaotyy,
our Hylenex product, and our Chemophase produdtidate. Research and development expendituresdal f200¢
and 2005 were primarily related to the developnodmmiur Cumulase and Hylenex products, and our Clpéase
product candidate. We anticipate that we will insignificant research and development expensdwifuture in
connection with the development of product candislat

Government Regulations

The FDA and comparable regulatory agencies in §orebuntries regulate extensively the manufactocesale
of the pharmaceutical products that we have deeelap currently are developing. The FDA has esthbti
guidelines and safety standards that are appli¢alitee non-clinical evaluation and clinical invigation of
therapeutic products and stringent regulationsgbaérn the manufacture and sale of these prodliaesprocess of
obtaining regulatory approval for a new therapeptaduct usually requires a significant amountimetand
substantial resources. The steps typically requiefdre a product can be produced and marketelfoan use
include:

« Animal pharmacology studies to obtain preliminarfpirmation on the safety and efficacy of a dr
« Non-clinical evaluatiorin vitro andin vivoincluding extensive toxicology studie

The results of these non-clinical studies may tmstied to the FDA as part of an IND applicatiomeT
sponsor of an IND application may commence humstintg of the compound 30 days after submissiomefND,
unless notified to the contrary by the FDA.

The clinical testing program for a new drug typigahvolves three phases:

« Phase | investigations are generally conducteeaithy subjects. In certain instances, subjects aviife-
threatening disease, such as cancer, may pargdip&hase | studies that determine the maximuenatgd
dose and initial safety of the produ

» Phase Il studies are conducted in limited numbgssilbjects with the disease or condition to beté@and
are aimed at determining the most effective dosiesghedule of administration, evaluating both gadeid
whether the product demonstrates therapeutic efeawss against the disease;

« Phase lll studies involve large, well-controllegéstigations in diseased subjects and are aimestiging
the safety and effectiveness of the di

Data from all clinical studies, as well as all ndimical studies and evidence of product qualiyypitally are
submitted to the FDA in an NDA. Although the FDA&uirements for clinical trials are well estabéidhand we
believe that we have planned and conducted oucalitrials in accordance with the FDA'’s applicabdgulations
and guidelines, these requirements, including requénts relating to testing the safety of drug watds, may be
subject to change as a result of recent announdsmegarding safety problems with approved drugklitionally,
we could be required to conduct additional trisdgdnd what we had planned due to the FDA'’s safedyax
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efficacy concerns or due to differing interpretati@f the meaning of our clinical data. (See Pattltem 1A, ‘Risk
Factors.”)

The FDA's Center for Drug Evaluation and Reseaf@DER”) must approve a new drug application for a ¢
before it may be marketed in the U.S. If we begimiarket our proposed products for commercial isalke U.S.,
any manufacturing operations that may be estaldigher outside the U.S. will also be subject gorous
regulation, including compliance with current Gdddnufacturing Practices (“cGMP”). We also may bbjsat to
regulation under the Occupational Safety and He%dtihthe Environmental Protection Act, the ToxigbStance
Control Act, the Export Control Act and other preisend future laws of general application. In aiddit the
handling, care and use of laboratory mice, inclgdire hu-PBL-SCID mice and rats, are subject taGhilelines
for the Humane Use and Care of Laboratory Animalsliphed by the National Institutes of Health.

Regulatory obligations continue post-approval, @etlide the reporting of adverse events when a trug
utilized in the broader commercial population. Potion and marketing of drugs is also strictly regetl, with
penalties imposed for violations of FDA regulatiptiee Lanham Act (trademark statute), and othezrf@cand state
laws, including the federal anti-kickback statute.

We currently intend to continue to seek, directiytwmough our partners, approval to market our potsiand
product candidates in foreign countries, which rhaye regulatory processes that differ materiatiyiithose of the
FDA. We anticipate that we will rely upon pharmatieal or biotechnology companies to license ouppsed
products or independent consultants to seek apisravanarket our proposed products in foreign coest We
cannot assure you that approvals to market anyiopmposed products can be obtained in any couApgroval tc
market a product in any one foreign country dogsecessarily indicate that approval can be obthinether
countries.

Product Liability Insurance

We currently maintain product liability insurance our products and clinical trials that providesemage in th
amount of $5,000,000 per incident and $5,000,0G8emggregate.

Executive Officers of the Registrant

Information concerning our executive officers, indihg their names, ages and certain biographidaifriration
can be found in Part lll-Item 10. “Directors, Exéea Officers and Corporate Governance.” This infation is
incorporated by reference into Part | of this répor

Employees

As of February 29, 2008, we had 92 full-time empleg, including 64 engaged in research and clinical
development activities. Included in our total headd are 32 employees who hold Ph.D. or M.D. degyréée
currently anticipate hiring approximately 25 to&fditional employees by the end of 2008. None ofemaployees
are unionized and we believe our relationship withemployees is good.

Item 1A. Risk Factors

Risks Related To Our Business

We have generated only minimal revenue from prodeates to date; we have a history of net losses and
negative cash flow, and we may never achieve orntan profitability.

We have generated only minimal revenue from prodalds to date and may never generate significant
revenues from future product sales. Even if weauewe significant revenues from product salegnsging
revenues and milestone payments, we expect to gignificant operating losses over the next sewasrats. We
have never been profitable, and we may never beguafiable. Through December 31, 2007, we havarimed
aggregate net losses of approximately $65.0 million
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If we do not receive and maintain regulatory appwds for our product candidates, we will not be atite
commercialize our products, which would substanljgimpair our ability to generate revenues.

With the exception of the December 2004 receit 6fE (European Conformity) Mark, the April 2005 FDA
clearance for Cumulase and the December 2005 FIpfogal for our spreading agent, Hylenex, none affyoduc
candidates has received regulatory approval fraDA or from any similar national regulatory aggnc
authority in any other country in which we inteddo business. Approval from the FDA is necessary t
manufacture and market pharmaceutical productseirnited States. Most other countries in whichmay do
business have similar requirements.

Other manufacturers have FDA approved productaderas spreading agents, including ISTA Pharmaizdsi
Inc., with an ovine-derived hyaluronidase, Vitr&seAmphastar Pharmaceuticals, Inc., with a bovineved
hyaluronidase, Amphada®¢, and Primapharm, Inc., also with a bovine-derikrgdluronidase, Hydas# . The
FDA has determined that Amphadase, Hydase, HylandxVitrase are each distinct new chemical entétiesb
hence afforded five years of market exclusivityeTive year market exclusivity precludes identicalv chemical
entity products from being marketed for a periodivé# years. For so long as each of these prodsi@stablished as
a distinctly different new chemical entity, the ieting exclusivity granted does not prohibit therkesing of any o
these products, including Hylenex. If the FDA chesigs earlier determination that Hylenex is aidéstnew
chemical entity, our ability to market Hylenex wikk materially impaired.

The process for obtaining FDA approval is extengivee-consuming and costly, and there is no guaeathat
the FDA will approve any NDAs that we intend tefilith respect to any of our product candidateshat the
timing of any such approval will be appropriate éar product launch schedule and other businessitigs, which
are subject to change. We have not currently bétgeilNDA approval process for any of our other ptédn
products, and we may not be successful in obtaisirtdp approvals for any of our potential products.

We may not receive regulatory approvals for our gt candidates for a variety of reasons, including
unsuccessful clinical trials.

Clinical testing of pharmaceutical products is rgpexpensive and uncertain process and the fafuae
clinical trial can occur at any stage. Even ifialitesults of pre-clinical studies or clinicalarresults are promising,
we may obtain different results that fail to shdw tlesired levels of safety and efficacy, or we matyobtain FDA
approval for a variety of other reasons. The clihtdals of any of our product candidates couldibsuccessful,
which would prevent us from obtaining regulatorpegval and commercializing the product. FDA appi@zm be
delayed, limited or not granted for many reasamduding, among others:

» FDA officials may not find a product candidate safe=ffective enough to merit either continueditesbr
final approval,

« FDA officials may not find that the data from priénical testing and clinical trials justifies apmad, or they
may require additional studies that would makermmercially unattractive to continue pursuit of epyal;

« the FDA may reject our trial data or disagree witin interpretations of either clinical trial dataapplicable
regulations

* the cost of a clinical trial may be greater tharatule originally anticipate, and we may decidedbpursue
FDA approval for such a tria

« the FDA may not approve our manufacturing processéacilities, or the processes or facilities af o
contract manufacturers or raw material suppli

« the FDA may change its formal or informal approreajuirements and policies, act contrary to previous
guidance, or adopt new regulations

» the FDA may approve a product candidate for indbecetthat are narrow or under conditions that pthee
product at a competitive disadvantage, which maijt lbur sales and marketing activities or otherwise
adversely impact the commercial potential of a poic
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If the FDA does not approve our product candidatestimely fashion on commercially viable termsjfove
terminate development of any of our product cartésldue to difficulties or delays encountered arégulatory
approval process, it will have a material advensgact on our business and we will be dependerhen t
development of our other product candidates aralioability to successfully acquire other produantsl
technologies. We may not receive regulatory apgroivaur Chemophase product candidate or any gifeuct
candidates, in a timely manner, or at all.

We intend to market certain of our products, arh@es have certain of our products manufacturefhrgign
countries. The process of obtaining regulatory apgis in foreign countries is subject to delay &aitlire for many
of the same reasons set forth above as well ag#&sons that vary from jurisdiction to jurisdictidrhe approval
process varies among countries and jurisdictiodscam involve additional testing. The time requiteabtain
approval may differ from that required to obtainABpproval. We may not obtain foreign regulatorprgvals on i
timely basis, if at all. Approval by the FDA doestensure approval by regulatory authorities ireottountries or
jurisdictions, and approval by one foreign regutatauthority does not ensure approval by regulatuhorities ir
other foreign countries or jurisdictions or by fA.

If we fail to comply with regulatory requirementsegulatory agencies may take action against us, ethcould
significantly harm our business.

Any approved products, along with the manufactupngcesses, post-approval clinical data, labeling,
advertising and promotional activities for thesedurcts, are subject to continual requirements awigw by the
FDA and other regulatory bodies. Regulatory authesrisubject a marketed product, its manufacturdrthe
manufacturing facilities to continual review andipdic inspections. We will be subject to ongoingA-
requirements, including required submissions adtyadind other post-market information and repoetgistration
requirements, current Good Manufacturing Processas5MP, regulations, requirements regarding e&iution
of samples to physicians and recordkeeping reqeineésn The cGMP regulations include requirementgting to
quality control and quality assurance, as welhasdorresponding maintenance of records and dodatiemn We
rely on the compliance by our contract manufactuvdth cGMP regulations and other regulatory regpients
relating to the manufacture of our products. Weadse subject to state laws and registration reguénts covering
the distribution of our products. Regulatory ageaagnay change existing requirements or adopt nguireaments ¢
policies. We may be slow to adapt or may not be &ikhdapt to these changes or new requirements.

Later discovery of previously unknown problems watlr products, manufacturing processes or failore t
comply with regulatory requirements, may resuldiny of the following:

* restrictions on our products or manufacturing psses

e warning letters

 withdrawal of the products from the mark

« voluntary or mandatory reca

* fines;

» suspension or withdrawal of regulatory approv

* suspension or termination of any of our ongoingicél trials;

« refusal to permit the import or export of our proti

« refusal to approve pending applications or supptem approved applications that we subi
 product seizure; ¢

« injunctions or the imposition of civil or crimingkenalties

11
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If any party to a key collaboration agreement, inling us, fails to perform material obligations umd such
agreement, or if a key collaboration agreementeésrminated for any reason, our business would sigogitly
suffer.

We have entered into key collaboration agreemeamiguwhich we may receive significant future paytaen
the form of maintenance fees, milestone paymerdsayalties. In the event that a party fails tofpen under a ke’
collaboration agreement, or if a key collaboratgmeement is terminated, the reduction in antieghatvenues
could delay or suspend our product developmentidet for some of our product candidates as welbar
commercialization efforts for some or all of ouogducts. In addition, the termination of a key codleation
agreement by one of our partners could materiailyaict our ability to enter into additional collaBtion agreemen
with new partners on favorable terms, if at allcértain circumstances, the termination of a kdkaboration
agreement would require us to revise our corpairgdegy going forward and reevaluate the appticatand value
of our technology.

If we are unable to sufficiently develop our salesarketing and distribution capabilities or entento
successful agreements with third parties to perfotihese functions, we will not be able to fully corenaialize
our products.

We may not be successful in marketing and promatingexisting product candidates or any other pctalwe
develop or acquire in the future. We are curreintlihe process of developing our sales, marketimydastribution
capabilities. However, our current capabilitieghiase areas are very limited. In order to commkzeiany product
successfully, we must internally develop substastifes, marketing and distribution capabilitiegstablish
collaborations or other arrangements with thirdiparto perform these services. We do not havensite
experience in these areas, and we may not be@abkdblish adequate in-house sales, marketingliatribution
capabilities or engage and effectively manageioglahips with third parties to perform any or dlsach services.
To the extent that we enter into co-promotion treotlicensing arrangements, our product revenuetialy to be
lower than if we directly marketed and sold ourdurats, and any revenues we receive will depend tipoefforts
of third parties, whose efforts may not meet oyrestations or be successful.

We have entered into non-exclusive distributioreagrents with MediCult AS, a Denmark-based distahut
and MidAtlantic Diagnostics, Inc., a New Jerseydghdistributor, to market and sell our Cumulaselpob. We
have entered into an exclusive sales and markatineement with Baxter to market and sell our Hytgorduct in
the United States and Puerto Rico. Baxter alsdhieasght to market and sell Hylenex on an exclediasis in all
territories outside of the United States, if ancewhve seek and receive the applicable regulatquyoagpls in those
territories.

We depend upon the efforts of these third parsiesh as Baxter, to promote and sell our currerdyxts, but
there can be no assurance that the efforts of th@skeparties will meet our expectations or regulany significant
product sales. While these third parties are lgrggdponsible for the speed and scope of salesnanketing efforts
they may not dedicate the resources necessaryxioiza product opportunities and our ability to sauhese third
parties to increase the speed and scope of tHeitsemay be limited. In addition, sales and marigeefforts could
be negatively impacted by the delay or failure litam additional supportive clinical trial data four products. Our
third party partners are responsible for conducdtivege additional clinical trials and our abilityibhcrease the effor
and resources allocated to these trials may béckimi

If our sole contract manufacturer is unable to maffacture significant amounts of the active pharmadéal
ingredient used in our products, our product devpfoent and commercialization efforts could be deldyear
stopped.

We have signed a commercial supply agreement witd Bioservices, Inc. (“Avid”), a contract manufading
organization, to produce bulk recombinant humarurgaidase for clinical trials and commercial uagid will
produce the active pharmaceutical ingredient usexhch of Cumulase, Hylenex, Chemophase, and Eehanz
Technology under cGMP for clinical or commerciahlscproduction and will provide support for the wtigry,
manufacturing and controls sections for FDA regrafilings. Avid has only limited experience maaafuring our
active pharmaceutical ingredient batches, and lyeoreits ability to successfully manufacture théséches
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according to product specifications. In additiomaaresult of our contractual obligations to Roshe will be
required to significantly scale up our active phaceutical ingredient production during the next fears. We do
not currently have a significant inventory of thetiee pharmaceutical ingredient used in our proslacid product
candidates, so if Avid does not maintain its statsian FDA-approved manufacturing facility, is ueab
successfully scale up our active pharmaceuticakitignt production, or is unable to manufacturesitig/e
pharmaceutical ingredient used in our productsmnduct candidates according to product specificatfor any
other reason, the commercialization of our prodaots the development of our product candidatesbeilielayed
and our business will be adversely affected. Westemtered into discussions to establish arrangesmétit an
additional manufacturer for these ingredients. \&eemot yet established, and may not be able abksi,
favorable arrangements with additional manufactufer these ingredients or products should thetiegisupplies
become unavailable or in the event that our sotéraot manufacturer is unable to adequately peritsm
responsibilities. Any delays or interruptions ie tbupply of materials by Avid could cause the delfglinical trials
and could delay or prevent the commercializatioprofiuct candidates that may receive regulatorycaah. Such
delays or interruptions would have a material asweffect on our business and financial condition.

If we have problems with the third parties that gare, fill, finish, and package our product canditkss for
distribution, our product development and commerdation efforts for these candidates could be dedd or
stopped.

In the event that any of our product candidatesuaesl in clinical trials or receive the necessagutatory
approval for commercialization, we rely on thirdtges to prepare, fill, finish, and package theduats prior to the
distribution. If we are unable to locate third pestto perform these functions on terms that aoce@mically
acceptable to us, the progress of clinical trialsld be delayed or even suspended and the comnimatian of
approved product candidates could be delayed @epted. We currently utilize a third-party to premdill, finish,
and package Cumulase. This third party has onlifdorexperience manufacturing Cumulase batchestarthte,
has not demonstrated a consistent ability to marufa Cumulase according to product specificativvs.have
entered into an agreement with another third parfyrepare, fill, finish and package Cumulase. \Weecairrently in
the technology transfer stage with this third pamyg expect to initiate commercial manufacturin@®8. If our
third party manufacturers are unable to succegsfudinufacture Cumulase, we may be unable to suguiugh
Cumulase product to meet demand. In addition, weently utilize a subsidiary of Baxter to prepdik, finish, and
package Hylenex under a development and suppleagyet. Baxter has only limited experience manufaaju
Hylenex batches, and we rely on its ability to ssfully manufacture Hylenex batches accordingdolynct
specifications. Any delays or interruptions in Begg ability to manufacture Hylenex batches in antewnecessary
to meet product demand could have a material aéwansact on our business and financial condition.

We may wish to raise funds in the next twelve masthnd there can be no assurance that such fundk be
available.

During the next twelve months, we may wish to raidditional capital to complete or accelerate thps
required to continue development of our productadaites and to fund general operations. If we eadgag
acquisitions of companies, products, or technolagyder to execute our business strategy, we reay o raise
additional capital. We may be required to raiseitamthl capital in the future through the publidesfng of
securities, collaborative agreements, private fiirags and various other equity or debt financimgduding calling
outstanding warrants to purchase our common stock.

Currently, warrants to purchase approximately 4ilfan shares of our common stock are outstandimdy this
amount of outstanding warrants may make us a kesisadble candidate for investment for some poteimigstors.
Approximately 1.6 million of our outstanding wartarontain a call feature that, potentially, mdgwlus to raise
funds from the holders of these warrants. We hageability, at our sole discretion, to call warsaakercisable for
up to approximately 1.6 million shares of commartktand, upon such a call, the holders of theseants have
thirty days to decide whether to exercise theirrasts at a price of $1.75 per share or receivel$®dn us for eac
share of common stock that is not exercised.

Considering our stage of development and the natuoer capital structure, if we are required tisea
additional capital in the future, the additionadhcing may not be available on favorable termsatall. If we are
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successful in raising additional capital, a subtsanumber of additional shares may be issuedthese shares will
dilute the ownership interest of our current ineest

If our product candidates are approved by the FDAtllo not gain market acceptance, our business wilffer
because we may not be able to fund future operasion

Assuming that we obtain the necessary regulatopyoyals, a number of factors may affect the market
acceptance of any of our existing product candi&lateany other products we develop or acquireerftiure,
including, among others:

* the price of our products relative to other theszagor the same or similar treatmel

* the perception by patients, physicians and othenlees of the health care community of the effectbss
and safety of our products for their prescribedttreents

« our ability to fund our sales and marketing effp

« the degree to which the use of our products isictstl by the product label approved by the FI
« the effectiveness of our sales and marketing effartd

« the introduction of generic competito

If our products do not gain market acceptance, \ag not be able to fund future operations, including
development or acquisition of new product candislated/or our sales and marketing efforts for oyrayed
products, which would cause our business to suffer.

In addition, our ability to market and promote puoduct candidates will be restricted to the lalagisroved by
the FDA. If the approved labels are restrictiver, sales and marketing efforts may be negativelycaéfd.

Developing and marketing pharmaceutical products fluman use involves product liability risks, forhich we
currently have limited insurance coverage.

The testing, marketing and sale of pharmaceuticadycts involves the risk of product liability alas by
consumers and other third parties. Although we taairproduct liability insurance coverage, prodiadbility
claims can be high in the pharmaceutical industiy @ur insurance may not sufficiently cover ounattiabilities.
If product liability claims were made against ussipossible that our insurance carriers may dengftempt to
deny, coverage in certain instances. If a lawsgairsst us is successful, then the lack or insficy of insurance
coverage could materially and adversely affecttusiness and financial condition. Furthermore, ot
distributors of pharmaceutical products requireimirm product liability insurance coverage beforechase or
acceptance of products for distribution. Failursatisfy these insurance requirements could impedeability to
achieve broad distribution of our proposed prodaats the imposition of higher insurance requiremeould
impose additional costs on us.

Our inability to attract, hire and retain key managnent and scientific personnel, and to recruit qifadd
independent directors, could negatively affect dursiness.

Our success depends on the performance of key raareary and scientific employees with biotechnology
experience. Given our small staff size and progremnsently under development, we depend substinaalour
ability to hire, train, retain and motivate highatjty personnel, especially our scientists and rgarmeent team in th
field. If we are unable to retain existing persdroradentify or hire additional personnel, we mayt be able to
research, develop, commercialize or market ouryrbdandidates as expected or on a timely basiseana result,
our business may be harmed. In addition, we reltherexpertise and guidance of independent diret¢todevelop
business strategies and to guide our executioneskt strategies. Due to changes in the regulatstiyomment for
public companies over the past few years, the ddrf@rindependent directors has increased andytheaifficult
for us, due to competition from both like-size dagyer companies, to recruit qualified independrgctors.

Furthermore, if we were to lose key managementopeel, particularly Jonathan Lim, M.D., our chief
executive officer, or Gregory Frost, Ph.D., ourefhscientific officer, then we would likely loserse portion of our
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institutional knowledge and technical know-how,grttally causing a substantial delay in one or nureur
development programs until adequate replacemerbpeel could be hired and trained. For exampleFBst has
been with us from soon after our inception, angd®sesses a substantial amount of knowledge about o
development efforts. If we were to lose his sersjeee would experience delays in meeting our produc
development schedules. We have not entered intoedagtion or other agreements specifically designemotivate
officers or other employees to remain with us, othan standard agreements relating to the vesfistpck options
that every optionee of the Company must enterasta condition of receiving an option grant.

We do not have key man life insurance policieshanlives of any of our employees, including Dr. Lamd
Dr. Frost.

Risks Related To Ownership of Our Common Stock

Future sales of shares of our common stock upon theercise of currently outstanding securities ornsuant to
our universal shelf registration statement may neyaly affect our stock price.

As a result of our January 2004 private financhag$action, we issued warrants to private invedtrthe
purchase of approximately 10.5 million shares ehomn stock at purchase prices ranging from $0.ZLt@5 per
share. Currently, approximately 2.8 million shasésommon stock remain issuable upon the exerditieese
warrants. As a result of our October 2004 finangmgsaction, we issued warrants for the purchése o
approximately 2.7 million shares of common stock gtirchase price of $2.25 per share. Currentlyrcagmately
2.0 million shares of common stock remain issuaplen the exercise of these warrants. The exerfigese
warrants could result in significant dilution t@skholders at the time of exercise which could tiggly affect our
stock price.

We currently have the ability, from time to time,dffer and sell up to $32.5 million of additioreajuity or debt
securities under a currently effective universallftegistration statement. Sales of substantiawats of shares of
our common stock or other securities under ourans@l shelf registration statement could lowentfaeket price of
our common stock and impair our ability to raispita through the sale of equity securities. Infineire, we may
issue additional options, warrants or other deirgasecurities convertible into our common stock.

Our stock price is subject to significant volatyit

We participate in a highly dynamic industry whidtea results in significant volatility in the matigrice of
common stock irrespective of company performanaeaAesult, our high and low sales prices of onnroon stock
during the year ended December 31, 2007 were $EhO@®6.00, respectively. We expect our stock pgoce
continue to be subject to significant volatilitydarin addition to the other risks and uncertaintiescribed elsewhere
in this Annual Report on Form 10-K and all otheks and uncertainties that are either not knowurstat this time
or which we deem to be immaterial, any of the fwiltg factors may lead to a significant drop in etock price:

« our failure, or the failure of one of our third papartners, to comply with the terms of our cotiedtion
agreements

« the termination, for any reason, of any of ouraiodiration agreement

* the sale of common stock by any significant shaddpincluding, but not limited to, direct or imdct sales
by members of our Board of Directo

« general negative conditions in the healthcare itrgu

« general negative conditions in the financial mask

« the failure, for any reason, to obtain FDA apprdwealany of our product:

« the failure, for any reason, to secure or defendraellectual property positiot

« for those products that are approved by the FDAfdlilure of the FDA to approve such products tireely
manner consistent with the FI's historical approval proces
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« the suspension of our Chemophase clinical trialtdusafety or patient tolerability issue
« the suspension of our Chemophase clinical trialtduaarkeland/orcompetitive conditions

« our failure, or the failure of our third party paets, to successfully commercialize products apgutdoy the
FDA,;

« our failure, or the failure of our third party peets, to generate product revenues anticipatedussiors
» problems with our sole API contract manufactureowr sole fill and finish manufacturer for Hylent

« the exercise of our right to redeem certain outitapwarrants to purchase our common sti

« the sale of additional deand/orequity securities by us; a

« the departure of key personn

Trading in our stock has historically been limitedp investors may not be able to sell as much stskhey
want to at prevailing market prices.

Our stock has historically traded at a low daibding volume. If recent trading volumes decreasmay be
difficult for stockholders to sell their sharestive public market at any given time at prevailimggs.

Our decision to redeem outstanding warrants maywdridown the market price of our stock.

We may have the ability to redeem certain outstapdiarrants, under certain conditions, that magxercised
for approximately 1.6 million shares of common &tothe redemption price for these warrants is $@€xlshare,
but the warrant holders have the opportunity ta&se their warrants prior to redemption at the@of $1.75 per
share. If we decide to redeem any portion of odstanding warrants in the future, some selling sgcholders
may choose to sell outstanding shares of commak étcorder to finance the exercise of the warramitsr to their
redemption. This pattern of selling may result meduction of our common stock’s market price.

Risks Related To Our Industry

Compliance with the extensive government regulasdie which we are subject is expensive and time
consuming and may result in the delay or canceltatiof product sales, introductions or modifications

Extensive industry regulation has had, and willtoare to have, a significant impact on our businédls
pharmaceutical companies, including ours, are stibgeextensive, complex, costly and evolving ratjoh by the
federal government, principally the FDA and, t@ssker extent, the U.S. Drug Enforcement Adminisinat'DEA”)
and foreign and state government agencies. Ther&ldaeod, Drug and Cosmetic Act, the Controlled Sabces
Act and other domestic and foreign statutes andlagigns govern or influence the testing, manufacty
packaging, labeling, storing, recordkeeping, safapyproval, advertising, promotion, sale and distion of our
products. Under certain of these regulations, Hatazand its contract suppliers and manufacturersabject to
periodic inspection of its or their respective fdieis, procedures and operations and/or the tgstirproducts by the
FDA, the DEA and other authorities, which conduetipdic inspections to confirm that Halozyme arsdcibntract
suppliers and manufacturers are in compliance alitapplicable regulations. The FDA also conducesgpproval
and post-approval reviews and plant inspectiortetermine whether our systems, or our contractlgrgpand
manufacturers’ processes, are in compliance witklle@nd other FDA regulations. If we, or our contrsupplier,
fail these inspections, we may not be able to coroiaéize our product in a timely manner withoutuniéng
significant additional costs, or at all.

In addition, the FDA imposes a number of complayutatory requirements on entities that advertigk an
promote pharmaceuticals including, but not limitedstandards and regulations for direct-to-consuadgertising,
off-label promotion, industry-sponsored scientditd educational activities, and promotional agtsgiinvolving the
internet.

We are dependent on receiving FDA and other goventah approvals prior to manufacturing, marketind a
shipping our products. Consequently, there is abnayisk that the FDA or other applicable governtalen
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authorities will not approve our products, or w@lke post-approval action limiting or revoking alunility to sell our
products, or that the rate, timing and cost of symprovals will adversely affect our product intuetion plans or
results of operations.

Our suppliers and sole manufacturer are subjectregulation by the FDA and other agencies, and ife§hdo
not meet their commitments, we would have to findbstitute suppliers or manufacturers, which couleldy the
supply of our products to market.

Regulatory requirements applicable to pharmacduticaucts make the substitution of suppliers and
manufacturers costly and time consuming. We haviateonal manufacturing capabilities and are, axpket to be
in the future, entirely dependent on contract mactufrers and suppliers for the manufacture of oodycts and for
their active and other ingredients. The disqualifiin of these manufacturers and suppliers thralgin failure to
comply with regulatory requirements could negatielpact our business because the delays andioosiéaining
and qualifying alternate suppliers (if such altérreasuppliers are available, which we cannot agstwuld delay
clinical trials or otherwise inhibit our ability foring approved products to market, which wouldehawmaterial
adverse effect on our business and financial cimmdit

We may be required to initiate or defend againgjdé proceedings related to intellectual propertghis, which
may result in substantial expense, delay and/orga®n of the development and commercializationooir
products.

We rely on patents to protect our intellectual gty rights. The strength of this protection, hoevs
uncertain. For example, it is not certain that:

« our patents and pending patent applications congglygtsand/ortechnology that we invented fire

« we were the first to file patent applications foese inventions

« others will not independently develop similar adeatative technologies or duplicate our technolsy
 any of our pending patent applications will resnlissued patents; ar

 any of our issued patents, or patent pending agpics that result in issued patents, will be hellid and
infringed in the event the patents are assertehstgathers

We currently own or license several U.S. patentsaso have pending patent applications. Therebeamo
assurance that our existing patents, or any paignisd to us as a result of our pending patedicapipns, will
provide a basis for commercially viable productsl| provide us with any competitive advantageswit not face
third party challenges or be the subject of furfirerceedings limiting their scope or enforceabil®ych limitations
in our patent portfolio could have a material adeegffect on our business and financial conditioraddition, if any
of our pending patent applications do not resuis$ued patents, this could have a material adwdfset on our
business and financial condition.

We may become involved in interference proceedingse U.S. Patent and Trademark Office to deteentiire
priority of our inventions. In addition, costlyitiation could be necessary to protect our patesitipa. We also rely
on trademarks to protect the names of our prodiittsse trademarks may be challenged by otherse Enforce ou
trademarks against third parties, such enforceqmemteedings may be expensive. We also rely on sadeets,
unpatented proprietary know-how and continuing netbgical innovation that we seek to protect with
confidentiality agreements with employees, consitdtand others with whom we discuss our busineispuies ma'
arise concerning the ownership of intellectual propor the applicability or enforceability of treeagreements, and
we might not be able to resolve these disputesiirfayvor.

In addition to protecting our own intellectual pesty rights, third parties may assert patent, tnzaké or
copyright infringement or other intellectual proyetlaims against us based on what they believéhaie own
intellectual property rights. If we become involiadany intellectual property litigation, we may tegjuired to pay
substantial damages, including but not limitedéble damages, for past infringement if it is ulitely determined
that our products infringe a third party’s intetieal property rights. Even if infringement claingainst us are
without merit, defending a lawsuit takes signifitime, may be expensive and may divert managemaittention
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from other business concerns. Further, we maydypsetl from developing, manufacturing or selling products
until we obtain a license from the owner of theveint technology or other intellectual propertyhtsg If such a
license is available at all, it may require us &y pubstantial royalties or other fees.

Future acquisitions could disrupt our business amérm our financial condition.

In order to augment our product pipeline or otheeagtrengthen our business, we may decide to acquir
additional businesses, products and technologiesvéhave limited experience in evaluating and detimy
acquisitions, our ability as an organization to makich acquisitions is unproven. Acquisitions coelglire
significant capital infusions and could involve mpaisks, including, but not limited to, the follomg:

* we may have to issue convertible debt or equityistes to complete an acquisition, which wouldutg our
stockholders and could adversely affect the mapkiee of our common stoc

e an acquisition may negatively impact our resultsérations because it may require us to incuelarge-
time charges to earnings, amortize or write dowowamts related to goodwill and other intangible &ssar
incur or assume substantial debt or liabilitiesit onay cause adverse tax consequences, substantial
depreciation or deferred compensation char

* we may encounter difficulties in assimilating antegrating the business, products, technologiesppeel
or operations of companies that we acqt

« certain acquisitions may disrupt our relationshithvexisting customers who are competitive with the
acquired business, products or technolog

 acquisitions may require significant capital infuss and the acquired businesses, products or tedies
may not generate sufficient revenue to offset agitjon costs

< an acquisition may disrupt our ongoing businesgriiresources, increase our expenses and distract
managemen

* acquisitions may involve the entry into a geogragtibusiness market in which we have little oiprior
experience; an

 key personnel of an acquired company may decidéonebrk for us.

If any of these risks occurred, it could adversfect our business, financial condition and opegatesults.
We cannot assure you that we will be able to idigeti consummate any future acquisitions on acd#pteerms, or
at all. If we do pursue any acquisitions, it is gibke that we may not realize the anticipated hien&bm such
acquisitions or that the market will not view swdquisitions positively.

If third party reimbursement and customer contracise not available, our products may not be accepie the
market.

Our ability to earn sufficient returns on our protiuwill depend in part on the extent to which reinrsement
for our products and related treatments will beilatée from government health administration auities, private
health insurers, managed care organizations armdl b#althcare providers.

Third-party payors are increasingly attemptinginutl both the coverage and the level of reimbursanoé new
drug products to contain costs. Consequently, fiogmt uncertainty exists as to the reimbursemtattis of newly
approved healthcare products. Third party payong moa establish adequate levels of reimbursemertho
products that we commercialize, which could lirhi¢it market acceptance and result in a materiadsaveffect on
our financial condition.

Customer contracts, such as with group paying dzgéions and hospital formularies, will often ndten
contract or formulary status without either the éstvprice or substantial proven clinical differatitn. If our
products are compared to animal-extracted hyaldes@s by these entities, it is possible that neghthese
conditions will be met, which could limit marketaaptance and result in a material adverse effecuoiiinancial
condition.
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The rising cost of healthcare and related pharmadieal product pricing has led to cost containmentgssures
that could cause us to sell our products at loweicps, resulting in less revenue to us.

Any of our products that have been or in the fumneapproved by the FDA may be purchased or raiselu
by state and federal government authorities, peitatalth insurers and other organizations, suttealth
maintenance organizations and managed care orgianzaSuch third party payors increasingly chajken
pharmaceutical product pricing. The trend towarchagged healthcare in the United States, the grofwlich
organizations, and various legislative proposatsemactments to reform healthcare and governmsuatance
programs, including the Medicare Prescription Dkadernization Act of 2003, could significantly inBnce the
manner in which pharmaceutical products are presdrand purchased, resulting in lower prices aralfeduction
in demand. Such cost containment measures andhbaadtreforms could adversely affect our abilitgéd our
products. Furthermore, individual states have becmreasingly aggressive in passing legislatiah an
implementing regulations designed to control phaeunéical product pricing, including price or patien
reimbursement constraints, discounts, restrictmmsertain product access, importation from otloemtries and
bulk purchasing. Legally mandated price controlpapment amounts by third party payors or otherioti®ns
could negatively and materially impact our revenaed financial condition. We anticipate that welwilcounter
similar regulatory and legislative issues in mdkieo countries outside the United States.

We face intense competition and rapid technologichbnge that could result in the development of guzts by
others that are superior to the products we are eleping.

We have numerous competitors in the United Statdsahroad including, among others, major pharmazadut
and specialized biotechnology firms, universitind ather research institutions that may be devetppompeting
products. Such competitors include, but are natdidito, Sigma-Aldrich Corporation, ISTA Pharmadeais, Inc.,
or ISTA, Amphastar Pharmaceuticals, Inc., or Ampdrasind Primapharm, Inc. or Primapharm, amongrsthe
These competitors may develop technologies andugtedhat are more effective, safer, or less cakty our
current or future product candidates or that coefdler our technologies and product candidatesletiesor
noncompetitive. Many of these competitors have tsuttiglly more resources and product development,
manufacturing and marketing experience and capabithan we do. In addition, many of our compesitoave
significantly greater experience than we do in utadéng pre-clinical testing and clinical trials pliarmaceutical
product candidates and obtaining FDA and otherleggrty approvals of products and therapies forindeealthcare
Other manufacturers have FDA approved productaderas spreading agents, including ISTA, with anesv
derived hyaluronidase, Vitra8e Amphastar, with a bovine-derived hyaluronidasephadasé , and
Primapharm, also with a bovine-derived hyaluronédatydaséV . The FDA has determined that Amphadase,
Hydase, Hylenex and Vitrase are distinct new chehsntities and hence afforded five years of magketusivity.
The five year market exclusivity precludes idertioaw chemical entity products from being markeftada period
of five years. As each of these products is esthbll as distinctly different new chemical entitibg, marketing
exclusivity granted does not prohibit the marketifighe products.

Item 1B. Unresolved Staff Commen

None.

Item 2. Properties

Our administrative offices and research faciliges currently located in San Diego, California. Sdblease an
aggregate of approximately 48,800 square feetfafeofind research space for an initial monthly exgtense of
approximately $108,000, net of costs and propentgs associated with the operation and maintenafribe
subleased facilities. We had two separate leasespfroximately 18,400 combined square feet ofifeas, which
expired in December 2007. We believe the curreats|is adequate for our immediate needs.

Item 3. Legal Proceeding:

From time to time, we may be involved in litigaticalating to claims arising out of operations ia titormal
course of our business. Any of these claims coulijext us to costly litigation and, while we genlgrbelieve that
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we have adequate insurance to cover many difféypas of liabilities, our insurance carriers mapyleoverage or
our policy limits may be inadequate to fully satishy damage awards or settlements. If this werappen, the
payment of any such awards could have a mateniedrad effect on our results of operations and firmposition.
Additionally, any such claims, whether or not swsfal, could damage our reputation and businesscitently
are not a party to any legal proceedings, the agveutcome of which, in management’s opinion, iatliglly or in
the aggregate, would have a material adverse effeotr results of operations or financial position

Item 4. Submission of Matters to a Vote of Security Hold¢

A special meeting of stockholders was held on Ndweni4, 2007. One proposal was considered. Theopabp
was to approve an Agreement and Plan of Mergeuputso which we would reincorporate from the Stidte
Nevada to the State of Delaware. This proposalvedehe following votes

Shares
For approva 40,216,28
Against approva 1,638,57
Abstained 71,42¢

The foregoing proposal was approved.

PART Il

Item 5. Market for Registran’s Common Equity, Related Stockholder Matters anduer Purchases of Equit
Securities

Market Information

Since May 10, 2007, our common stock has tradeth@NASDAQ Stock Market under the symbol “HALO”.
During the period from January 1, 2006 to May 920ur common stock traded under the symbol “HF'The
American Stock Exchange (the “AMEX”). The followirtgble sets forth the high and low sales pricesspare of
our common stock during each quarter of the twotmaxent fiscal years:

Fiscal Year 200 High Low

First Quartel $9.7C $6.7¢
Second Quarte $11.0C $8.0C
Third Quartel $10.5C $7.4¢
Fourth Quarte $ 9.4€ $6.0C
Fiscal Year 200t High Low

First Quarte! $3.71  $1.7¢
Second Quarte $3.5¢ $2.2C
Third Quartel $2.74 $2.1F
Fourth Quarte $8.7C  $2.4¢

On February 29, 2008, the closing sales price otommon stock on the NASDAQ Stock Market was
$5.50 per share. As of February 29, 2008, we hpdoapnately 3,500 stockholders of record. We hawepaid any
dividends on our common stock since our inceptiwh @ not expect to pay dividends on our commocksiio the
foreseeable future.
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The graph below compares Halozyme Therapeuticsslogmulative 45-month total shareholder return on
common stock with the cumulative total returnshef AMEX Composite index, the NASDAQ Composite indire
AMEX Biotechnology index and the NASDAQ Biotechngloindex. The graph tracks the performance of 0$10
investment in our common stock and in each of tidexes (with the reinvestment of all dividendshiro

3/12/2004 to 12/31/2007. The historical stock ppegformance included in this graph is not necégsadicative

of future stock price performance.
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Recent Sales of Unregistered Securities

During the three months ended December 31, 200detwof various outstanding warrants exercise the

rights to purchase 520,161 common shares for gnageeds of approximately $635,000. The sharesiaddrlying
warrants were purchased for investment in a pripiteement exempt from the registration requiresenthe
Securities Act pursuant to Section 4(2) thereof.
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Iltem 6. Selected Financial Dat:

The selected consolidated financial data set foetbw as of December 31, 2007 and 2006, and fofighal
years ended December 31, 2007, 2006 and 2005¢ewed from our audited consolidated financial extatnts
included elsewhere in this report. This informatitould be read in conjunction with those conseédiddinancial
statements, the notes thereto, and with “ManageémBigcussion and Analysis of Financial Conditiordd&results
of Operations.” The selected consolidated finart#h set forth below as of December 31, 2005, 20@42003,
and for the years ended December 31, 2004 and 2088lerived from our audited consolidated findmst@ements
that are contained in reports previously filed vk SEC, not included herein.

Summary Financial Information

Years Ended December 31,

Statement of operations date 2007 2006 2005 _ 2004 2003
Total revenue $ 3,799,562, $ 981,74t $ 127,20¢ $ —  $ —
Net loss $(23,896,18) $(14,751,98) $(13,275,37) $(9,091,37) $(2,115,02)

Net loss per sharbasic and dilute $ 032 $ 0.29) % (0.26) $ (0.26) % (0.3))
Shares used in computing net loss

per share, basic and dilut 74,317,93 62,610,26 50,317,02 35,411,12 6,826,10!
As of December 31

Balance sheet datz 2007 2006 2005 2004 2003
Cash and cash equivalel $ 97,679,08 $44,189,40 $19,132,19 $16,007,71  $503,58(
Working capital $ 92,312,93 $41,343,01 $17,802,80 $14,566,20 $230,14(
Total asset $103,460,37 $46,091,32 $20,510,25 $16,403,67 $647,24
Deferred revenue $ 39,269,49 $19,981,53 $ 254,13¢ $ — 3 —
Total liabilities $ 45,692,45 $23,010,08 $ 2,303,36i $ 1,579,41. $273,44(
Stockholder' equity $ 57,767,92. $23,081,23 $18,206,88 $14,824,25 $373,80°

Item 7. Managemen’'s Discussion and Analysis of Financial Condition drResults of Operatiol

In addition to historical information, the followgndiscussion contains forward-looking statemenas #ne
subject to risks and uncertainties. Actual resoiey differ substantially from those referred todimrdue to a
number of factors, including but not limited tokssdescribed in the section entitled Risks Reltt€dur Business
and elsewhere in this Annual Report.

Overview

We are a biopharmaceutical company dedicated tdetielopment and commercialization of productseting
the extracellular matrix for the drug delivery, ofagy and dermatology markets. Our existing proslactd our
products under development are based on intellegtaperty covering the family of human enzymeswnas
hyaluronidases. Hyaluronidases are enzymes (ps)ttiat break down hyaluronic acid which is a reltyr
occurring substance in the human body. Our teclyyakobased on our proprietary recombinant human
PH20 enzyme, or rHUPH20, a human synthetic versidtyaluronidase that degrades hyaluronic acighaze-
filling, gel-like substance that is a major component of tistuesighout the body, such as skin and bone. THz0
enzyme is a naturally occurring enzyme that digegtduronic acid to temporarily break down the gieéreby
facilitating the penetration and diffusion of otltgugs and fluids that are injected under the skiim the muscle. It
also degrades the cumulus matrix surrounding osdgggs) facilitating in vitro fertilization, or .

Our operations to date have been limited to orgagiand staffing the Company, acquiring, develo@ng
securing our technology and undertaking producebigment for our existing products and a limitedniver of
product candidates. We have two marketed prodGetsulase® , a product used for IVF, and Hylenex, a product
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used as an adjuvant to increase the absorptiodiapdrsion of other injected drugs and fluids. €ntly, we have
only limited revenue from the sales of Cumulase ldgignex, in addition to revenues from collaboratagreement
with Baxter Healthcare Corporation, or Baxter, &dHoffmann-La Roche, Ltd and Hoffmann-La Roche, In
(collectively “Roche”). Revenues from product sadlepend on our ability to develop, manufactureaiobt
regulatory approvals for and successfully comméeeiaur product candidates. All of our product digiates are in
the research, pre-clinical, or clinical stage. &ynbbe years, if ever, before we are able to olite@regulatory
approvals necessary to generate meaningful revieomnethe sale of these product candidates. We heougred net
operating losses each year since inception, withcanmulated deficit of approximately $65.0 millias of
December 31, 2007.

We currently have an effective universal shelf segtion statement which will permit us, from titeetime, to
offer and sell up to $32.5 million of additionalgty or debt securities. Sales of a substantial memof shares of o
common stock pursuant to this registration statéraeim connection with other transactions, or etrenpotential
for such sales through the exercise of currenttgtanding warrants, could lower the market pricelafcommon
stock and impair our ability to raise capital thygauhe sale of equity securities. In the future magy issue
additional options, warrants or other derivativeus#ies convertible into our common stock to fuhd continued
development of our product candidates and for ajleeeral corporate purposes.

Current Products and Product Candidates

We have two marketed products and multiple prodantidates targeting several indications in vargiages
of development. The following table summarizeslead clinical products and product candidates:

Product Indication (Brief Description) Development Statu
Cumulase In vitro fertilization Marketed
Hylenex Agent for drug and fluid infusio Marketed
Chemophas Chemoadjuvant for superficial bladder can  Phase I/l
Enhanze Technolog Agent for enhanced drug delive Phase
Proprietary PH2! Oncology, metabolisr Pre-Clinical
Proprietary No-PH20 Oncology, dermatolog Pre-Clinical

Cumulase is aex vivo(used outside the body) formulation of rHuPH20eplace the bovine enzyme currently
used for the preparation of oocytes prior to IVFiely the process of intracytoplasmic sperm injattia which the
enzyme is an essential component. We launched G the European Union and the United Stat@arie
2005.

Hylenex is a human recombinant formulation for riH2B to facilitate the absorption and dispersiontbier
injected drugs or fluids. When injected under tkia sr in the muscle, hyaluronidase can digesthtysuronic acid
gel, allowing for temporarily enhanced penetratimi dispersion of other injected drugs or fluide ceived
approval from the Food and Drug AdministrationF@A, for Hylenex in December 2005. In February 200@
entered into an expanded collaboration agreemehtBaxter under which Baxter fills and finishes etyéx and
holds it for subsequent distribution.

Chemophase, our lead oncology product candidaga isvestigative chemoadjuvant designed to enhtrece
transport of chemotherapeutic agents to tumoreissatentially increasing diffusion in tissues veitt affecting
vascular permeability. Chemophase is being devdlémepotential use in the treatment of patienthwuperficial
bladder cancer. In April 2006, we commenced paganbliment in our Chemophase Phase I/lla clintiéal. In
September 2007, we completed enroliment in our €HHa clinical trial.

Enhanze™ Technology, a proprietary drug enhancement syss@nguHuUPH20, is our broader technology
opportunity that can potentially lead to proprigtpartnerships with other pharmaceutical compamésare
currently seeking partnerships with pharmaceutoatpanies that market or develop drugs requiringeniefiting
from injection via the subcutaneous or intramuscrdates that could benefit from this technology. |
December 2006, we signed our first Enhanze Teclgyghartnership with Roche. In September 2007, weesl our
second Enhanze Technology partnership with Baxter.
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Collaborative Agreements
Roche Agreement

In December 2006, we entered into a License anthxmation Agreement (the “Roche Agreement”) with
Roche for Enhanze Technology. Under the termseRbche Agreement, Roche obtained a worldwide uska
license to develop and commercialize product coatins of rHUPH20 and up to thirteen Roche targetmounds
resulting from the collaboration. Roche paid us 8#llion as an initial upfront license fee for thpplication of
rHUPH20 to three pre-defined Roche biologic targeending the successful completion of a seriedinital,
regulatory, and sales events, Roche will pay ufiéumilestones which could potentially reach areadf up to
$111 million. In addition, Roche will pay us royiek on product sales for these first three tar@@¥er the next ten
years, Roche will also have the option to exclugidevelop and commercialize rHUPH20 with an addiil ten
targets to be identified by Roche, provided thath®owill be obligated to pay continuing exclusivibaintenance
fees to us in order to maintain its exclusive depeient rights for these targets. For each of tluitiadal ten
targets, Roche may pay us further upfront and neilespayments of up to $47 million per target, afl as royaltie
on product sales for each of these additionaldegets. Additionally, Roche will obtain access tw expertise in
developing and applying rHUPH20 to Roche targetaddition, in December 2006, an affiliate of Roplechased
3,385,000 shares of common stock for an aggredatpproximately $11.1 million.

Baxter Agreements

In September 2007, we entered into an Enhanze d&mylLicense and Collaboration Agreement (the
“Gammagard License”) with Baxter. Under the terrhthe Gammagard License, Baxter obtained a worldwid
exclusive license to develop and commercialize pcodombinations of rHUPH20 with a current Baxteyduict,
Gammagard Liquid™ . Under the terms of the agreement, Baxter madaeital upfront payment of $10 million to
us. Pending successful completion of a seriesgafladory and sales milestones, Baxter may makédurnilestone
payments totaling $37 million to us. In additiorgx®er will pay royalties on the sales, if any, lné fproducts that
result from the collaboration. The Gammagard Liesissapplicable to both kit and co-formulation canalions.
Baxter will assume all development, manufacturaligical, regulatory, sales and marketing costsauride
Gammagard License, while we will be responsibleliersupply of the rHUPH20 enzyme. In addition, Bakas
certain product development and commercializatioigations in major markets identified in the Ganyaal
License.

In February 2007, we amended certain agreemernitsBaitter for Hylenex and entered into a new agregme
collectively the Baxter Agreements, for kits andfoomulations with rHuPH20. Under the terms of Bexter
Agreements, Baxter paid us a nonrefundable upfrapiment of $10 million and, pending the successfohpletion
of a series of regulatory and sales events, Bawtemake milestone payments to us which could ptadly reach a
value of up to $25 million. In addition, Baxter Wihake payments to us based on the sales of pdagered und
the Baxter Agreements. In February 2007, Baxtepaice$1.0 million of such produttased payments in connect
with the execution of the Baxter Agreements. Inudam 2008, Baxter prepaid another $3.5 millionwdts product-
based payments and is obligated to prepay $5.5milif additional product-based payments on orrgno
January 1, 2009. Baxter will also now assume aleligpment, manufacturing, clinical, regulatory esahnd
marketing costs of the products covered by the &akgreements. We will continue to supply Baxtettvihe API
for Hylenex, and Baxter will prepare, fill, finisind package Hylenex and hold it for subsequentiloigion. In
addition, Baxter will obtain a worldwide, exclusilieense to develop and commercialize product coatimns of
rHUPH20 with Baxter hydration fluids and genericairmolecule drugs, with the exception of combioas with
(i) bisphosphonates, as well as (ii) cytostatic eyttoxic chemotherapeutic agents, the rightsh@kwhave been
retained by us. In addition, in February 2007, fiitiaie of Baxter purchased 2,070,394 shares ofammmon stock
for an aggregate of approximately $20 million. Adthally, Baxter will make product-based paymenmnishee sales,
if any, of the products that result from the codiedtion.

Revenues

Revenues from product sales depend on our ahilitievelop, manufacture, obtain regulatory approfaaland
successfully commercialize our products and prodantidates.
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Revenues from license and collaboration agreenzeateecognized based on the performance requirsroént
the underlying agreements. Revenue is deferrefibésr received before earned. Non-refundable upfeas, where
we have an ongoing involvement or performance akitig, are recorded as deferred revenue and recetjas
revenue over the contract or development periotesttine payments are generally recognized as revgmn the
achievement of the milestones as specified in tierlying agreement, assuming we meet certairrieritRoyalty
revenues from the sale of licensed products arggrezed upon the sale of such products.

During 2006 and 2007, we entered into the Rochedment, the Baxter Agreements and the Gammagard
License, which consist of naefundable upfront license fees, reimbursementesgarch and development servi
various clinical, regulatory or sales milestoned ariure product-based or royalty payments, asiegiple. Due to
our ongoing involvement obligations under the agrests, we recorded the non-refundable upfront edpres as
deferred revenues. Such revenues are being reeaboizr the terms of the underlying agreements.

Costs and Expenses

Cost of Sales.Cost of sales consists primarily of raw materitiigd-party manufacturing costs, fill and finish
costs, and freight costs associated with the sdl€amulase, and the API for Hylenex.

Research and Developmen©Our research and development expenses consisilsi of costs associated with
the development and manufacturing of our produsticiates, compensation and other expenses foroesaad
development personnel, supplies and materialss éostonsultants and related contract researitical trials,
facility costs, and depreciation. We charge alkazsh and development expenses to operationsyaarthéncurred.
Our research and development activities are priynBréused on the development of our various prodaodidates

Since our inception in 1998 through 2007, we haeaiired research and development expenses of
$48.9 million. From 2005 through 2007, approxima@l% of our research and development expenses were
associated with the research and development alegombinant human PH20 enzyme used in our Cumalage
Hylenex products, and approximately 17% of our aede and development expenses were associatedheith
development of our Chemophase product candidate t®the uncertainty in obtaining FDA approval, celrance
on third parties, and competitive pressures, wainable to estimate with any certainty the addélaosts we will
incur in the continued development of our Chemophmsduct candidate for commercialization. Howewes,
expect our research and development expensesreagesubstantially if we are able to advance dientphase
product candidate and our other product candidatedater stages of clinical development.

Clinical development timelines, likelihood of susseand total costs vary widely. Although we aneenily
focused primarily on advancing Chemophase, we igatie that we will make determinations as to whie$earch
and development projects to pursue and how muadtirigrto direct to each project on an ongoing bizsissponse
to the scientific and clinical progress of eachduat candidate and other market and regulatoryldpweents.

Product candidate completion dates and costs vgmyfisantly for each product candidate and ardidift to
estimate. The lengthy process of seeking regulatpprovals and the subsequent compliance with cgipé
regulations require the expenditure of substantisburces. Any failure by us to obtain, or any gétaobtaining,
regulatory approvals could cause our research emeldpment expenditures to increase and, in tave fa material
adverse effect on our results of operations. Waatbe certain when, or if, our Chemophase prodatiidate, or
any of our other product candidates, will receiegulatory approval or whether any net cash inflovaf our
Chemophase product candidate, or any of our otteelugt candidates, or development projects, withoeence.

Selling, General and AdministrativeSelling, general and administrative expensesisbpsmarily of
compensation and other expenses related to ouom@igpoperations and administrative employees,ustow and
legal fees, other professional services expensakating expenses, as well as other expenses atsbueiith
operating as a publicly traded company. We antieipantinued increases in selling, general and aidtrative
expenses as our operations continue to expand.
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Critical Accounting Policies and Estimate

Our discussion and analysis of our financial positind results of operations are based on our tdatad
financial statements, which have been prepareddardance with U.S. generally accepted accountiimgiples, or
U.S. GAAP. The preparation of our consolidatedricial statements requires us to make estimatefudgchents
that affect the reported amounts of assets, liadslirevenues and expenses and related disclosooatingent
assets and liabilities. We review our estimateamongoing basis. We base our estimates on hiagt@xperience
and on various other assumptions that we beliebe teeasonable under the circumstances, the regwitsich form
the basis for making judgments about the carryailges of assets and liabilities. Actual results miffer from
these estimates under different assumptions oritonsl We believe the following accounting poliei® be critical
to the judgments and estimates used in the prépamitour consolidated financial statements.

Revenue Recognition

The Company generates revenues from product satksadlaborative agreements. Payments receivedrunde
collaborative agreements may include nonrefundfgae at the inception of the agreements, milespayenents for
specific achievements designated in the collabaagreements, reimbursements of research andogeveht
services and/or royalties on sales of productdtiegufrom collaborative arrangements.

We recognize revenue in accordance with SEC StedbAnting Bulletin No. 104Revenue Recognitioand
Emerging Issues Task Force, or EITF, Issue No.JRBvenue Arrangements with Multiple DeliverablBgvenut
is recognized when all of the following criterigeanet: (1) persuasive evidence of an arrangeméstspx
(2) delivery has occurred or services have beederea; (3) the seller’s price to the buyer is fieed determinable;
and (4) collectibility is reasonably assured.

Product Sales

Revenues from the sale of Cumulase are recognibed the transfer of ownership occurs which is upon
shipment to the distributors. We are obligateddept returns for product that does not meet priosluecifications.
Historically, we have not had any product retuthsyefore, no allowance for product returns has lestablished.

Under the terms of the Baxter Agreements, we supiter the API for Hylenex at our fully burdeneskt
plus a margin. Baxter fills and finishes Hylenexl drolds it for subsequent distribution, at whichdiwe ensure it
meets product specifications and release it adadlaifor sale. Because of our continued involveniethe
development and production process of Hylenexe#raings process is not considered to be com@etmrdingly,
we defer the revenue and related product coste@AP| for Hylenex until the product is filled, fshed, packaged
and released. In addition, we receive prochaged payments upon the sale of Hylenex by Baxtagcordance wit
the terms of the Baxter Agreements. Product selesnues are recognized as we earn such revenwabsdias
Baxter’s shipments of Hylenex to its distributorsem such amounts can be reasonably estimatedbmdg 2007,
Baxter prepaid $1.0 million of such product-basagrpents which was deferred and is being recograsezhrned.
In January 2008, Baxter prepaid another $3.5 milibsuch product-based payments and is obligat@depay
$5.5 million of additional product-based paymenisoo prior to January 1, 2009.

Revenues under Collaborative Agreements

Revenues from collaborative and licensing agreesnam recognized based on the performance requitsrai
the underlying agreements. Revenue is deferrefibés received before earned. Nonrefundable upfraptents, in
which we have an ongoing involvement or performauigégation, are recorded as deferred revenue erwbnized
as revenue over the contract or development peridgebruary 2007, we entered into the Baxter Agreas which
consist of nonrefundable upfront license fees, beireements of research and development servicesusalinical,
regulatory or sales milestones and product-basgeh@ats. Due to our ongoing involvement obligatichs,
nonrefundable upfront license fee received in Faty@007 under the Baxter Agreements was defemddsabeing
recognized over the term of the agreement. In $apte 2007, we entered
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into the Gammagard License with Baxter. Under énms of that agreement, Baxter made an initialanifpaymen
of $10 million, which is being deferred and recamgui over the term of the agreement.

We recognize milestone payments upon the achievieofispecified milestones if (1) the milestone is
substantive in nature, and the achievement of itestone was not reasonably assured at the ingepfithe
agreement, (2) the fees are nonrefundable andu(3)erformance obligations after the milestone eadinent will
continue to be funded by our collaborator at alleeenparable to the level before the milestoneaakinent. Any
milestone payments received prior to satisfyingé¢heevenue recognition criteria are recorded a=rdef revenue.
Reimbursements of research and development setiegecognized as revenue during the period iclwthie
services are performed. Royalties to be receiveddan sales of licensed products by our collabosat
incorporating our products are recognized as eamadcordance with the terms of the underlyingeagrents.

Share-Based Compensation

We account for share-based awards exchanged fdogegpservices in accordance with Statement ofrfciiad
Accounting Standards No. 123(FShare-Based Paymenor SFAS 123R, which we adopted effective Jandary
2006, including the provisions of the SEC’s StaffcAunting Bulletin No. 107, or SAB 107. We use fiie value
method to account for share-based payments withdified prospective application which provides ¢ertain
changes to the method for valuing share-based aosafien. The valuation provisions of SFAS 123R gpplnew
awards and awards that are outstanding on theteHatate and subsequently modified or cancelledidy the
modified prospective application, prior periods et revised for comparative purposes.

The fair value of each option award is estimatedhendate of grant using a Black-Scholes-Mertomoopt
pricing model, or Black-Scholes model, that usesiagptions regarding a number of complex and suigect
variables. These variables include, but are natdirnto, our expected stock price volatility, adtaad projected
employee stock option exercise behaviors, risk-fneerest rate and expected dividends. Expecteatilibes are
based on historical volatility of our common st@eid our peer group. The expected term of optioastgd is base
on analyses of historical employee terminationsrated option exercises. The rigke interest rates are based or
U.S. Treasury yield in effect at the time of thargr Since we do not expect to pay dividends orcoormon stock
in the foreseeable future, we estimated the divddgeld to be 0%. SFAS 123R requires forfeiturebecestimated
at the time of grant and revised, if necessarguipsequent periods if actual forfeitures diffenirthose estimates.
We estimate pre-vesting forfeitures based on atotical experience and those of our peer group.

If factors change and we employ different assunmgtio the application of SFAS 123R in future pesidihe
share-based compensation expense that we recoed 8RAS 123R may differ significantly from what wave
recorded in the current period. There is a highrekegf subjectivity involved when using option pmig models to
estimate share-based compensation under SFAS T28Rin share-based payments, such as employéde stoc
options, may expire worthless or otherwise resuftdro intrinsic value as compared to the fair galariginally
estimated on the grant date and reported in owdlimlated financial statements. Alternatively, wsumay be
realized from these instruments that are signiflgan excess of the fair values originally estiedbn the grant de
and reported in our consolidated financial statameérhere is currently no market-based mechanisatiar
practical application to verify the reliability amgtcuracy of the estimates stemming from theseatialu models, nc
is there a means to compare and adjust the esinatetual values. Although the fair value of esypk share-
based awards is determined in accordance with S8R and SAB 107 using an option-pricing modelt ttzdue
may not be indicative of the fair value observed inilling buyer/willing seller market transaction.

Clinical Trial and Contract Research Expenses

Research and development expenses are chargedraiops as incurred. Our expenses related tacalitiials
are based on estimates of the services receivedftorts expended pursuant to contracts with migitipsearch
institutions, clinical research organizations, atiter vendors that conduct and manage clinicdbtaa our behalf.
The financial terms of these agreements are sutgewgotiation and vary from contract to contiaat may result
in uneven payment flows. Generally, these agreesrsmitforth the scope of work to be performedfateal fee or
unit price. Payments under the contracts deperfdatars such as the successful enrollment of ptienthe
completion of clinical trial milestones. Expensekated to clinical trials generally are accrueddoiasn
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contracted amounts applied to the level of pagembliment and activity according to the protodbtimelines or
contracts are modified based upon changes in ihiealltrial protocol or scope of work to be perfeed, we modify
our estimates accordingly on a prospective basis.

In addition, we have several contracts that extardss multiple reporting periods, including ougést
contract representing a $1.3 million research emttior the management of a toxicology study. Wegaize
expenses as the services are provided pursuardriagament’s assessment of the progress that hasraeke to
date. Such contracts require an assessment ofdhetiat has been completed during the periodudiob
measurement of progress, analysis of data thafifgsthe progress and management’s judgment. Basedir
experience and management’s intimate involvemettit thiese outsourced contracts, it is reasonabiithat we
may experience a 3% variance in our estimate oivitré completed. A 3% variance in our estimatehefwork
completed in our largest contract could increasgegrease our operating expenses by approximat@p$0 whict
would not represent a material change to histdyicaported results of operations.

Inventory

Inventory consists of our Cumulase product andARirfor Hylenex. Inventory primarily represents raw
materials used in production, work in process, famidhed goods inventory on hand, valued at aatosat. Inventory
is reviewed periodically for slow-moving or obs@étems. If a launch of a new product is delayedentory may
not be fully utilized and could be subject to impaént, at which point we would record a reservadjust inventor
to its net realizable value.

The above listing is not intended to be a comprsiverist of all of our accounting policies. In nyacases, the
accounting treatment of a particular transactiospiscifically dictated by U.S. GAAP. There are aseas in which
our management’s judgment in selecting any avalalibrnative would not produce a materially diéferresult.
Please see our audited consolidated financialmstatts and notes thereto included in Part 1| — I18af this report,
which contain accounting policies and other disates required by U.S. GAAP.

Results of Operations — Comparison of Years Ended &ember 31, 2007 and 2006

Product Sales— Product sales were $640,000 for the year endedrbe®e31, 2007 compared to $671,00(
the year ended December 31, 2006, a decrease @f0B8br 5%. Cumulase product sales were $516,000 a
$342,000 for the years ended December 31, 2002@0@, respectively. Sales of the API for Hylenegrdased by
$205,000 resulting from the disposition by Baxteslwort-dated Hylenex vials in 2006.

Revenues Under Collaborative Agreements Revenues under collaborative agreements wen®xpmately
$3.2 million for the year ended December 31, 20@7igared to $311,000 for the year ended Decembez(8H.
Revenues under collaborative agreements primasihgisted of the amortization of upfront fees reedifrom
Baxter and Roche of approximately $1.9 million 84,000 in 2007 and 2006, respectively. Revenudsrun
collaborative agreements also included reimbursésrfenresearch and development services from Baxte
Roche of $1.3 million and $230,000 in 2007 and 2068pectively.

Cost of Sales— Cost of sales were $240,000 for the year endszbMber 31, 2007 compared to $437,000 for
the year ended December 31, 2006, a decrease @f0R0) or 45%. The decrease was primarily duedaldtrease
in sales of the API for Hylenex resulting from tiisposition by Baxter of short-dated Hylenex vial2006.

Research and Development- Research and development expenses were $20i@nfdr the year ended
December 31, 2007 compared to $9.2 million foryibar ended December 31, 2006. Our research antbgevent
expenses, which include costs incurred in conneatith the collaborative agreements, consisted guiignof costs
associated with the development and manufactuffimgioproduct candidates, compensation and othgereses for
research and development personnel, supplies atatials, costs for consultants and related contesgarch,
facility costs, amortization and depreciation. Tinerease of approximately $11.4 million was prirhyadue to the
increase in outsourced research and developmeahsgp of $6.2 million due to our various pre-chihjorograms
and the manufacturing scale-up of our rHUPH20 erzyimaddition, compensation costs increased b§ §alion,
of which $238,000 related to share-based compemsaii December 31, 2007, our headcount for rebeand
development functions totaled 56 employees, contpaith 25 employees at December 31, 2006.
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Additionally, our facilities expenses increased#dy3 million, research supplies and services exgeimereased by
$740,000 and depreciation expense increased by,(BEB1We expect research and development costmtmae to
increase in future periods as we increase our resedforts, expand our clinical trials, and congrto develop and
manufacture our product candidates.

Selling, General and Administrative— Selling, general and administrative expense&&8&”") were
$11.2 million for the year ended December 31, 28@vipared to $6.9 million for the year ended Decearlie
2006. The increase of approximately $4.3 milliorsygaimarily due to the increase in compensatiornscofk
$2.5 million, of which $1.1 million related to sleabased compensation. At December 31, 2007, ouicbeat for
SG&A functions totaled 27 employees, compared Witlemployees at December 31, 2006. In additioreroth
increases included an increase in legal expensesanily related to intellectual property matterslecollaborative
agreements, of $554,000 and an increase in fasildkpenses of $367,000. We expect SG&A expensesrgase
in future periods as we continue to increase haatco

Share-Based Compensation— Total compensation cost for our share-based paysrfor the years ended
December 31, 2007 and 2006 was $2.6 million an8 filllion, respectively. Research and developmepenase
included share-based compensation of approxim&&8,000 and $425,000, respectively, for the yeaded
December 31, 2007 and 2006. Selling, general andrastrative expense included share-based compensat
approximately $1.9 million and $850,000, respedyivior the years ended December 31, 2007 and 286 6f
December 31, 2007, $5.0 million of total unrecogdizompensation costs related to non-vested siagins and
restricted stock awards is expected to be recodrizer a weighted average period of 2.2 years.

Interest Income — Interest income was $4.3 million for the yeadet December 31, 2007 compared to
$831,000 for the year ended December 31, 2006inknease in interest income was due to higher aeetash and
cash equivalents balances during 2007.

Net Loss — Net loss for the year ended December 31, 20G7$28.9 million, or $0.32 per common share,
compared to $14.8 million, or $0.24 per common alfiar the year ended December 31, 2006. The inereaset
loss was primarily due to an increase in operagixenses, partially offset by increases in reveandsinterest
income.

Comparison of Years Ended December 31, 2006 and ZD0

Product Sales— Product sales were $671,000 for the year endedrbtsme31, 2006 compared to $127,00(
the year ended December 31, 2005, an increasedd{ @30, or 428%. Cumulase product sales were $8@820d
$127,000 and sales of the API for Hylenex were $32®and $0 for the years ended December 31, 20D&@05,
respectively.

Revenues Under Collaborative Agreements Revenues under collaborative agreements inaldase
$311,000 for the year ended December 31, 2006 $@or the year ended December 31, 2005. Revemdsy u
collaborative agreements primarily consist of theogtization of the upfront fee from Roche and reimgements for
research and development services from Baxter.

Cost of Sales— Cost of sales were $437,000 for the year endszkmber 31, 2006 compared to $52,000 for
the year ended December 31, 2005, an increase88{@#30, or 740%. This increase was due to the aserén
product sales for Cumulase and the API for Hylenex.

Research and Development- Research and development expenses were $9i@miik the year ended
December 31, 2006 compared to $10.2 million forythar ended December 31, 2005. Our research amdogeven
expenses consisted primarily of costs associatddthé development and manufacturing of our prodaotdidates,
compensation and other expenses for research aetbgenent personnel, supplies and materials, dosts
consultants and related contract research, facitists, amortization and depreciation. Researcldamndlopment
expenses decreased by $1.0 million, primarily dudeicreased contract manufacturing, analytical sasoility cost:
related to the development and production of owRfH20 enzyme of $1.5 million and decreased contesetarch
studies of $1.6 million, primarily due to a Chemapé toxicology study of $1.0 million performed @08, and
decreased consulting fees of $200,000, partiafisedby higher clinical trial costs of $1.0 millipimcreased
compensation costs of $650,000 and share-basedecaion costs of $425,000.
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Selling, General and Administrativ — SG&A expenses were $6.9 million for the yearesh@®ecember 31,
2006 compared to $3.4 million for the year endeddbeber 31, 2005. SG&A expenses increased by $3li5mi
primarily related to increased compensation cos$568,000, share-based compensation expense$0f0ER),
increased recruiting costs of $251,000, increasefégsional fees of $900,000 mainly associated initheased
legal services related to collaborative agreemamiisincreased audit and consulting fees relat@aemal controls
documentation and testing under the Sarbanes-@degf 2002. In addition, marketing costs increa$860,000
due primarily to our share of Hylenex pre-launcirketing expenses.

Share-Based Compensation— Through 2005, we accounted for our stock plaisgithe intrinsic value
method and recorded no stock based compensatiapfions granted to employees. Effective at thartréng of
2006, we adopted Statement of Financial Accouritamdards No. 123(R) (“SFAS 123R*ghare-Based
Paymen” and elected to adopt the modified prospective appitin method. SFAS 123R requires us to use a fair-
valued based method to account for share-basedermation. Accordingly, share-based compensatiohi€os
measured at the grant date, based on the fair edlie award, and is recognized as expense oeesrtiployees’
requisite service period. Total compensation amsblir share-based payments for the year endedhiege3l,
2006 was $1.3 million. SG&A expense and researchd@velopment expense for the year ended Deceniber 3
2006 included share-based compensation of $85@&00425,000, respectively. As of December 31, 2006
$2.2 million of total unrecognized compensationtsaslated to nonvested awards is expected todognézed over
a weighted average period of 1.9 years.

Interest Income — Interest income was $831,000 for the year endecibber 31, 2006 compared to $286,
for the year ended December 31, 2005. The inclieaséerest income was due to higher interest ine@s a result
of maintaining higher average cash balances d Q4.

Net Loss — Net loss for the year ended December 31, 2066$44.8 million, or $0.24 per common share,
compared to $13.3 million, or $0.26 per common sliiar the year ended December 31, 2005. The inelieaset
loss was due to an increase in operating expenses.

Liquidity and Capital Resources

Our principal sources of liquidity are our existiogsh and cash equivalents. As of December 31, 2087 an
cash equivalents were $97.7 million versus $44IRamias of December 31, 2006, an increase of $68l%on. This
increase resulted primarily from the net proceedsifthe sale of common stock to New River ManagérdehP
(“New River”) for approximately $32.1 million in ghsecond quarter of 2007, approximately $20.0 onilin net
proceeds from the sale of common stock to an atfilof Baxter in February 2007, and $21.0 milliémaial
upfront payments from Baxter during 2007 of whi@®d$ million was recorded as deferred revenue as of
December 31, 2007, offset by our net cash usegénadions and for the purchase of property andpegemt for the
year ended December 31, 2007. A member of our BofaBdrectors, Randal J. Kirk, is an affiliate oV River.
Additionally, we received cash of approximatelyGbdillion related to the exercise of stock optiamsl warrants
during the year ended December 31, 2007.

Operating Activities

Net cash used by operations was $148,000 duringetaieended December 31, 2007 compared to $7.iomill
of cash provided by operations during the year didlecember 31, 2006. This change was primarilytduke
$9.1 million increase in the total net loss for ylear ended December 31, 2007 as compared to 2006.

Net cash provided by operations was $7.1 milliorirduthe year ended December 31, 2006 compared to
$13.0 million of cash used in operations duringytbar ended December 31, 2005. This change watdhe
$20.0 million initial up front payment received finoRoche in 2006 of which $19.9 million was recordsdleferred
revenue as of December 31, 2006.
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Investing Activities

Net cash used in investing activities was $2.4iamlduring the year ended December 31, 2007 cordgare
$365,000 during the year ended December 31, 20ti6.Was due to the increased purchase of propedy a
equipment during 2007.

Net cash used in investing activities was $365@@thg the year ended December 31, 2006 compared to
$351,000 during the year ended December 31, 20S.Was due to the increased purchase of propedy a
equipment during 2006.

Financing Activities

Net cash provided by financing activities was $58ilion during the year ended December 31, 2008ue
$18.3 million during the year ended December 30620 the second quarter of 2007, we sold 3.5anilkhares of
our common stock to New River for an aggregateepoicapproximately $32.1 million. In February 20@w, affiliate
of Baxter purchased approximately 2.1 million sBasEour common stock for an aggregate price of@pmately
$20 million. Additionally, we received approximate#4.0 million and $7.3 million in net proceedsrfravarrant an
stock option exercises during the years ended DieeeB1, 2007 and 2006, respectively.

Net cash provided by financing activities was $1@iBion during the year ended December 31, 2008ue
$16.5 million during the year ended December 3052 December 2006, we sold common stock for
approximately $11.0 million, net of issuance co8tiditionally, we received approximately $7.3 naliiin net
proceeds from warrant and stock option exercisesglthe year ended December 31, 2006.

We expect our cash requirements to increase signifiy as we continue to increase our research and
development for, seek regulatory approvals of, @@gelop and manufacture our current product cabedéds we
expand our research and development efforts aralipwdditional product opportunities, we anticipagmificant
cash requirements for hiring of personnel, cagitgenditures and investment in additional intesyatems and
infrastructure. The amount and timing of cash rezaents will depend on the research, developmesmufacture,
regulatory and market acceptance of our produdfidates, if any, and the resources we devote gareking,
developing, manufacturing, commercializing and suppg our product candidates.

We believe that our current cash and cash equitsleill be sufficient to fund our operations forla@ast the
next twelve months. Currently, we anticipate 2088rcexpenses of approximately $40 million to $5lioni
depending on the progress of various gisical and clinical programs and the timing of @anufacturing scale L
Until we can generate significant cash from ourrapens, we expect to continue to fund our operatiwith
existing cash resources that were primarily geedrirom the proceeds of the Roche and Baxter cmlédlons and
the sale of our common stock to New River. We niiagrfce future cash needs through the sale of etgty
securities, the exercise of our callable warrasttategic collaboration agreements, debt finanangny
combination of the foregoing.

In June 2005, we filed a shelf registration statethoem Form S-3 (Registration No. 333-125731) whictially
allowed us, from time to time, to offer and sellto50 million of equity or debt securities. Wesbareviously
sold common stock under this registration staterferan aggregate of approximately $17.5 milliamyee currentl
have the ability to issue debt and equity secsriibe an aggregate of $32.5 million. We cannot éxtain that our
existing cash and cash equivalents will be adedoateur anticipated needs or that additional fitiag will be
available when needed or that, if available, finagavill be obtained on terms favorable to us or stockholders.
Having insufficient funds may require us to delsgale back or eliminate some or all of our research
development programs or delay the launch of oudyebcandidates. If we raise additional funds lsyiisg equity
securities, substantial dilution to existing stoalkders could result. If we raise additional fungsitcurring debt
financing, the terms of the debt may involve simpaifit cash payment obligations as well as coveramsspecific
financial ratios that may restrict our ability tperate our business.

Off-Balance Sheet Arrangements As of December 31, 2007, we did not have any @tatiips with
unconsolidated entities or financial partnershipsh as entities often referred to as structureghfie or special
purpose entities, which would have been establighethe purpose of facilitating off-balance shastngements or
other contractually narrow or limited purposesatidition, we did not engage in trading activitiegdlving non-
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exchange traded contracts. As such, we are notialfteexposed to any financing, liquidity, marlatcredit risk
that could arise if we had engaged in these reishkiips.

Contractual Obligations— As of December 31, 2007, future minimum paymeits under our contractual
obligations are as follows:

Payments Due by Period

Less than More than

Contractual Obligations Total 1 Year 1-3 Years 4-5 Years 5 Years
Operating lease $ 7,488,000 $ 943,00 $3,086,000 $3,392,000 $ 67,00(
License payment 2,565,00! 305,00( 610,00( 610,00( 1,040,00!
Purchase obligations(: 6,644,00i 6,644,00! — — —
Total $16,697,00 $7,892,000  $3,696,000  $4,002,000  $1,107,00!

(1) Purchase obligations include outstanding purcheders for outsourced research and developmentcesrio
our various pre-clinical and clinical programs, fiee manufacturing of our products for clinical and
commercial use, and other recurring purchases emvites made in the normal course of busir

As of December 31, 2007, we had no long-term debapital lease obligations.

Our future capital uses and requirements depentuorerous forward-looking factors. These factors may
include, but are not limited to, the following:

« the rate of progress and cost of research and aj@wveint activities
 the number and scope of our research activi

« the costs of filing, prosecuting, defending andecihg any patent claims and other intellectuapprty
rights;

 our ability to establish and maintain product diseny anddevelopment collaboration
« the effect of competing technological and marketettgoments
« the terms and timing of any collaborative, licegsand other arrangements that we may establisk

« the extent to which we acquire o-license new products, technologies or busine:

Recent Accounting Pronouncements

See Note 2, “Summary of Significant Accounting Biels — Recent Accounting Pronouncemeritsthe Note
to Consolidated Financial Statements for a disoussf recent accounting pronouncements and thigcteif any,
on the Company.

ltem 7A. Quantitative and Qualitative Disclosures About MagkRisk

Our primary exposure to market risk is interesbime sensitivity, which is affected by changes mdgkeneral
level of U.S. interest rates, particularly becatigemajority of our investments are in short-tererketable
securities. The primary objective of our investmecitivities is to preserve principal while at tlzere time
maximizing the income we receive from our investtaewithout significantly increasing risk. Some bétsecurities
that we invest in may be subject to market riskisTheans that a change in prevailing interest mateg cause the
value of the investment to fluctuate. For examiblere purchase a security that was issued witkkedfinterest rate
and the prevailing interest rate later rises, tilee of our investment will probably decline. Tonmiize this risk,
we intend to continue to maintain our portfoliocafsh equivalents and short-term investments irriatyaof
securities including commercial paper, money maitwetls and government and non-government debt iiesuin
general, money market funds are not subject to etaisk because the interest paid on such fundsufides with th
prevailing interest rate. As of December 31, 200& did not have any holdings of derivative finahoiacommodity
instruments, or any foreign currency denominatadgactions, and all of our cash and cash equialeste in
money market mutual funds and other highly liqudestments.
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Item 8. Financial Statements and Supplementary Data

Our financial statements are annexed to this rdmginning on page F-1.

Item 9. Changes In and Disagreements with Accountants oncdgnting and Financial Disclosure

None.

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Under the supervision and with the participatiomof management, including our principal executffecer
and principal financial officer, we conducted amlenation of our disclosure controls and proceduaessuch term is
defined under Rule 13a-15(e) promulgated undeStdwurities Exchange Act of 1934, as amended (tlcbdhge
Act). Based on this evaluation, our principal exaeuofficer and our principal financial officer soluded that our
disclosure controls and procedures were effectvefdhe end of the period covered by this Annugpbétt.

Changes in Internal Control Over Financial Reporting

There have been no significant changes in ournaterontrol over financial reporting that occurdding the
quarter ended December 31, 2007, that have mayeaifédcted, or are reasonably likely to materiaffect our
internal control over financial reporting.

Management’s Report on Internal Control Over Finandal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finahcia
reporting. Internal control over financial repogiis defined in Rule 13a-15(f) and Rule 15d-15¢frpulgated
under the Securities Exchange Act of 1934 as aggsdesigned by, or under the supervision of, oocipal
executive and principal financial officers and efézl by our board of directors, management and gigsonnel, to
provide reasonable assurance regarding the réfjabflfinancial reporting and the preparation iofaincial
statements for external purposes in accordanceggitlerally accepted accounting principles and dtetuthose
policies and procedures that:

 Pertain to the maintenance of records that in regtsle detail accurately and fairly reflect the s@ctions an
dispositions of our asse!

« Provide reasonable assurance that transactiome@eled as necessary to permit preparation ofi¢iah
statements in accordance with generally accepteauating principles, and that receipts and expengkt ar
being made only in accordance with authorizatidnsuo management and directors; ¢

» Provide reasonable assurance regarding preventiomely detection of unauthorized acquisition, ose
disposition of our assets that could have a mateffiact on our financial statemen

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or dete
misstatements. Projections of any evaluation afatiffeness to future periods are subject to thethiat controls
may become inadequate because of changes in amglitir that the degree of compliance with thecpesi or
procedures may deteriorate.

Our management assessed the effectiveness oftetmahcontrol over financial reporting as of Det®m31,
2007. In making this assessment, our managemedttnseriteria set forth by the Committee of Spoimsp
Organizations of the Treadway Commission (COSOpternal Control-Integrated Framework.

Based on our assessment, management concludeddtudtDecember 31, 2007, our internal control over
financial reporting is effective based on thoséecia.

The independent registered public accounting flrat audited the consolidated financial statemérasdre
included in this Annual Report on Form 10-K hasiestan audit report on the effectiveness of owriral control
over financial reporting as of December 31, 200¥ Teport appears below.
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
Halozyme Therapeutics, Inc.

We have audited Halozyme Therapeutics, Inc.’s iv@kecontrol over financial reporting as of Decem®gy
2007, based on criteria established in Internalt@br— Integrated Framework issued by the Committee
Sponsoring Organizations of the Treadway Commisftleen COSO criteria). Halozyme Therapeutics, Inc.’s
management is responsible for maintaining effedtiternal control over financial reporting, and ftr assessment
of the effectiveness of internal control over fingh reporting included in the accompanying Managetis Report
on Internal Control Over Financial Reporting. Oesponsibility is to express an opinion on the camyfsainternal
control over financial reporting based on our audit

We conducted our audit in accordance with the stadgdof the Public Company Accounting OversightriBoa
(United States). Those standards require that e g@hd perform the audit to obtain reasonable assarabout
whether effective internal control over financiaporting was maintained in all material respects. &udit included
obtaining an understanding of internal control dugincial reporting, assessing the risk that aemaltweakness
exists, testing and evaluating the design and ¢ipgraffectiveness of internal control based onabsessed risk,
and performing such other procedures as we comsldercessary in the circumstances. We believethaudit
provides a reasonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonablesass
regarding the reliability of financial reportingathe preparation of financial statements for exdepurposes in
accordance with generally accepted accounting ipfeez A company’s internal control over finanaiaporting
includes those policies and procedures that (Iajpeto the maintenance of records that, in reasiendetail,
accurately and fairly reflect the transactions disghositions of the assets of the company; (2) idmveasonable
assurance that transactions are recorded as ngctsparmit preparation of financial statementadcordance wit
generally accepted accounting principles, andréwdipts and expenditures of the company are beadg only in
accordance with authorizations of management amdtdis of the company; and (3) provide reasonasdeirance
regarding prevention or timely detection of unauitted acquisition, use, or disposition of the comps assets that
could have a material effect on the financial stegets.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or dete
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjecheorisk that
controls may become inadequate because of chamgesdlitions, or that the degree of compliance wWithpolicies
or procedures may deteriorate.

In our opinion, Halozyme Therapeutics, Inc. maimégi, in all material respects, effective interraitcol over
financial reporting as of December 31, 2007, basethe COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), the consolidated balance shedislozyme Therapeutics, Inc. as of December 317 200 2006,
and the related consolidated statements of opestaash flows and stockholders’ equity for eactheftwo years
in the period ended December 31, 2007 and our reladed March 12, 2008 expressed an unqualifiediapi
thereon.

/sl Ernst & Young LLP
San Diego, California

March 12, 2008
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Iltem 9B. Other Information

None.

PART IlI

Item 10. Directors, Executive Officers and Corporate Govente

The information required by this item regardingediors is incorporated by reference to our DefipifProxy
Statement (the “Proxy Statement”) to be filed with Securities and Exchange Commission in conmeetith our
2008 Annual Meeting of Stockholders under the hagdlection of Directors.” The information requitéy this
item regarding compliance with Section 16(a) of Seeurities Exchange Act of 1934, as amendedcimfiorated
by reference to the information under the captiGorhpliance with Section 16(a) of the Exchange Aatbe
contained in the Proxy Statement. The informatemuired by this item regarding our code of ethicimcorporated
by reference to the information under the capti@onde of Conduct and Ethics” to be contained inRnaxy
Statement. The information required by this itegareling our audit committee is incorporated by nexfee to the
information under the caption “Board Meetings arahinittees — Audit Committee” to be contained in Buoxy
Statement.

Executive Officers

Jonathan E. Lim, M.D. (36Rresident, Chief Executive Officer and Director. Dm joined Halozyme in 200:
From 2001 to 2003, Dr. Lim was a management coaisuéit McKinsey & Company, where he specializeth
health care industry, serving a wide range of stpstto Fortune 500 companies in the biopharmazautnedical
products, and payor/provider segments. From 1929@4, Dr. Lim was a recipient of a National Ing##s of Healt
Postdoctoral Fellowship, during which time he cartdd clinical outcomes research at Harvard Medichlool. He
has published articles in peer-reviewed medicaiials such as the Annals of Surgery and the JoofrRéfractive
Surgery. Dr. Lim'’s prior experience also includes tyears of clinical training in general surgerytst New York
Hospital-Cornell Medical Center and Memorial Sldégttering Cancer Center; Founder and Presidenthefdth
care technology start-up; Founding Editor-in-Cliethe McGill Journal of Medicine; and basic scieramd clinical
research at the Salk Institute for Biological Sasdaind Massachusetts Eye and Ear Infirmary. Dr.iticurrently a
California — licensed physician and volunteer sorgi his spare time. He was a member of the gfiafganning
committee of the American Medical Association fr@02 to 2005. Dr. Lim earned his BS, with honorg] MS
degrees in molecular biology from Stanford Univigrdiis MD degree from McGill University, and hisRW degre:
in health care management from Harvard University.

Gregory |. Frost, Ph.D. (36)ice President & Chief Scientific Officer and Ditec. Dr. Frost co-founded
Halozyme in 1999 and has spent more than twelvesyeaearching the hyaluronidase family of enzyrresm
1998 to 1999, he was a Senior Research Scientis¢ &idney Kimmel Cancer Center (SKCC), wheredoaiged
much of his work developing the hyaluronidase tebbgy. Prior to SKCC, his research in the Departhoén
Pathology at the University of California, San Faiano, led directly to the purification, cloningydacharacterizatic
of the human hyaluronidase gene family, and theodisry of several metabolic disorders. He has aathmultiple
scientific peer-reviewed and invited articles ie thyaluronidase field and is an inventor on sevieeglpatents.

Dr. Frost’s prior experience includes serving asiantific consultant to a number of biopharmaaaittompanies,
including Q-Med (SE), Biophausia AB (SE), and AetiBiotech (SE). Dr. Frost is registered to practietore the
US Patent Trademark Office, and earned his BA achxemistry and molecular biology from the Universit
California, Santa Cruz, and his Ph.D. in the depant of Pathology at the University of Californ&an Francisco,
where he was an ARCS-Scholar.

David A. Ramsay, MBA (43Yjce President & Chief Financial Officer. Mr. Ramgained Halozyme in 2003
and has over 20 years of corporate financial egpea spanning several industries. From 2000 to,2@®%as Vice
President, Chief Financial Officer of Lathian Syste a provider of technology-based sales solufionte life
sciences industry. Prior to Lathian, Mr. Ramsay tis@sVice President, Treasurer of ICN Pharmacelsticaw
called Valeant Pharmaceuticals International, aimational, specialty pharmaceutical company. Manfay joine:
ICN in 1998 from ARCO, where he spent four yeargdrious financial roles, most recently serving as
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Manager of Financial Planning & Analysis for therqmany’s 1,700-station West Coast Retail Marketirgwhork.
Prior to ARCO, he served as Vice President, Coletrébr Security Pacific Asian Bank, a subsidiafySecurity
Pacific Corporation. He began his career as antAudt Deloitte & Touche, where he obtained his Gieénse.
Mr. Ramsay served on the Board of Directors for dvaxLife Sciences, Inc., a privately held, worldevigtsearch
reagent company which was recently sold to Enzata (NYSE:ENZ) of New York. He was also Chairmén o
the Audit Committee of Axxora. Mr. Ramsay gradudiedn the University of California, Berkeley, withBS
degree in Business Administration and earned hi®\MBgree with a dual major in Finance and Strategic
Management from The Wharton School at the Univwesittennsylvania.

Richard C. Yocum, M.D. (52ice President of Clinical Development and Medi&#hirs. Dr. Yocum joined
Halozyme in 2005 and has over 23 years of profaasiexperience in clinical drug development, projeam
management, clinical research trial design andemphtation, and the practice of general internaioie. His
experience spans all phases of clinical developneeitding IND submissions; Phase |, 11, Ill, andtrials;
multinational clinical trials; NDA, NDS and MAA pparation and submissions, including proven suceesgé
multiple NDA and MAA approvals and new product labas; FDA advisory panel meetings and CHMP Oral
Hearing; and lifecycle management. Dr. Yocum'’s drbased training and experience in internal medibias
enabled him to successfully lead drug developm#oite in multiple therapeutic areas, including ology,
dermatology, cardiovascular, immunology, endocogg| and gastroenterology. Prior to Halozyme, fiday 2002
to March 2005, Dr. Yocum was Vice President of ChhDevelopment and Medical Affairs at Chugai Phar
USA, LLC (CPUSA), a member of the Chud@dche group. From 1995 to 2002, Dr. Yocum was nesipte for the
clinical development of several retinoid-based drigy the treatment of various cancers and benggmdtological
diseases at Ligand Pharmaceuticals, where he walvéd in the approval of seven new drug registratiossiers,
and served most recently as Executive Medical Borexf Clinical Development. From 1993 to 1995, Pocum
was employed in the Clinical Research departme@teaisia. Dr. Yocum is board-certified in gener&dinal
medicine, and maintained a clinical practice farenyears before transitioning to the pharmaceuichlstry. He
received his AB in Chemistry from Dartmouth Colleges M.D. from Johns Hopkins University, and coetpH his
medical residency at the University of Califorrsan Diego.

Don A. Kennard (61)Yice President of Regulatory Affairs & Quality Asance. Mr. Kennard joined Halozyi
in 2004 and brings to Halozyme nearly 30 yearsrofgssional senior management experience in thesfief
regulatory affairs (RA), clinical programs, and lityaassurance (QA). He has worked directly with th.S. Food
and Drug Administration (FDA), as well as regulgtauthorities of various foreign ministries of hbato secure
registration, authorize commercialization, and ssstully implement quality programs, for a broadgaand
extensive number of product approvals across phagut@als, biologics, medical devices, and diagossPrior to
Halozyme, Mr. Kennard was Vice President of WorldevRA/QA at Quidel, Inc., a manufacturer of diagiws
products, where he led the RA/QA and Clinical fimts, while also establishing a Quality System Catkimg
program that enabled Quidel to expand and sussés & the European Union. From 1991 to 2001, && Mice
President of RA/QA/R&D for Nobel Biocare, Inc. aBteri-Oss (acquired by Nobel Biocare), where heatiéd all
regulatory affairs, quality assurance, clinicalsj and R&D activities. From 1981 to 1991, Mr. Ikard was
Director of RA/QA at Allergan, Inc., where he dited regulatory affairs, quality assurance and tyabntrol in the
development and manufacture of prescription and Opi@halmic and dermatological drugs, injectablegdr
biotechnology products, and ophthalmic productmrRo Allergan, he was Director of Quality Contatl B. Braun.
Mr. Kennard holds a BS degree in Microbiology.

Robert L. Little (58)Vice President & Chief Commercial Officer. Mr. llitjoined Halozyme in 2006 and
brings to Halozyme over 30 years of general managgncommercial operations, and finance experientiee
pharmaceutical industry. From 2003 to 2006, Mrtl&itvas Senior Vice President of Commercial Openstiat
Neurocrine Biosciences, where he was responsibleuitding and managing the Compi's sales and marketing
functions. During his tenure, Mr. Little put in pkaa fully integrated commercial organization, intthg a marketin
team, a 200 person CNS sales force, and full lisgisand infrastructure support, in order to idifizo-detail Zoloft
with Pfizer, and to later launch Indiplon. From 538 2003, Mr. Little was at Pharmacia, Inc. whigiemost recent
position was Group Vice President, Diversified Rrctd. His responsibilities included managing Phaieia
Diversified Products business, as well as formimgwa global business unit merging pricing, reimburent, and
health outcomes groups to focus on current indussyes, pricing, and drug values. From
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1999 to 2001, Mr. Little was Group Vice Presideecialty Products and worldwide head of a $2l&hil global
specialty products business (Ophthalmology, Endotwgy, Neurology, and others). Mr. Little previbubeld a
number of positions within Pharmacia, includingdtdent and Managing Director of Pharmacia in Milkaly,
President of Pharmacia & UpJohn in Canada, anddemsof Pharmacia, Inc. in Canada. Prior to jagnifharmacit
he held positions at Adria Laboratories and Milebaratories/Bayer A.G. in the U.K., Italy, and theited States.
Mr. Little earned his degree in economics and fagaimom the West London Business School, Ealinghiieal
College.

William J. Fallon (51)Vice President, Manufacturing & Operations. Mr.l&aljoined Halozyme in 2006. He
was previously President and Chief Executive Offened a member of the board of directors of Cyteean
Biologics, a contract manufacturing organizatioat fprovides manufacturing and development sentwéise
biotechnology industry. At Cytovance, Mr. Fallonessaw the design, construction, and validation of a
state-of-the-art, greenfield cGMP manufacturingliigc From 2001 to 2003, he was Vice PresidentTe€hnical
Operations at Genzyme Corporation, having held#me position at Novazyme Pharmaceuticals, Inor pwiits
$138 million acquisition by Genzyme in 2001. Hengdl Novazyme and Genzyme from Transkaryotic Thesapi
where he was Vice President of Manufacturing fr&d8lto 2001. From 1993 through 1998, he was emglaye
several management positions for the Ares-SerowoiGrculminating in the position of Vice Presiddung
Manufacturing Operations. In this role, he serveg@neral manager, overseeing the production atdbdition of
all of Serono’s approved biotechnology productenk1990 to 1992, he was Director of Manufacturiog f
Centocor, Inc. His prior experience also includasous management and operational roles at Inviflorporation
and Travenol-Genentech Diagnostics. Mr. Fallon edanB.S. degree in Marine Science and a B.A. degre
Biology from Long Island University and an M.S. deg in Biology from Northeastern University.

Matthew R. Hooper (50)/ice President & General Counsel. Mr. Hooper joiktdozyme in 2007 and brings
to Halozyme nearly 25 years of legal experiencestMecently, he was Assistant General Counseltatstm &
Johnson (J&J), where he served in a dual role asbaeof J&J's Law Department, and Vice Presideritaf for
Scios, Inc., a wholly-owned J&J subsidiary focusedctardiovascular therapeutics, from 2005 to 26&6also
assumed responsibility for commercial legal affédrsNitinol Devices & Components (J&J subsidiapesializing
in cardiovascular medical device components). F2008 to 2005, Mr. Hooper served as Senior Courisi.4
where he handled all commercial legal affairs eglab Scios’ integration into J&J following comptet of the
$2.5 billion merger in April 2003. From 2001 to Z)Me served as Vice President, General Counsgtiot, where
he oversaw all legal aspects of the Compsumgerations. Mr. Hooper joined Scios in 2000 ag@datent Counst
with responsibility for all intellectual propertyatters for the Company. From 1999 to 2000, Mr. Hoapas senior
counsel in the litigation group of Jones Day Reawvid Pogue in Chicago. From 1994 to 1999, he Ihelghosition
of Patent Counsel at Abbott Laboratories in itepatind trademark department, where he was regpersr
U.S. and foreign patent preparation and proseculitigation support, legal opinions and contraagaration
supporting Abbott’s diagnostics businesses. Inritlis, he also delivered comprehensive analysidegal opinions
on competitor patent portfolios to evaluate businésk and guide Abbott’s product and business ldgweent
strategies. Before joining Abbott, Mr. Hooper sehes a patent attorney at Amoco Corporation fro861® 1994,
and was an associate attorney in private praati€thicago from 1982 to 1985. He received his JDr@from
Northwestern University Law School and his BS degneChemistry from LaSalle Universit

Item 11. Executive Compensatio

The information required by this item is incorp@by reference to the information under the captio
“Executive Compensation” contained in the Proxyt&teent.
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Item 12. Security Ownership of Certain Beneficial Owners anbnagement and Related Stockholder Matt

The information required by this item is incorpeby reference to the information under the capt®ecurit)
Ownership of Certain Beneficial Owners and Manageraed Related Stockholder Matters” contained éRhoxy
Statement.

Item 13. Certain Relationships and Related Transactions, abitector Independenci

The information required by this item is incorpeby reference to the information under the capt@ertain
Relationships and Related Transactions, and Diréctiependence” contained in the Proxy Statement.

Item 14. Principal Accounting Fees and Servict

The information required by this item is incorpaby reference to the information under the captio
“Principal Accounting Fees and Services” contaiimethe Proxy Statement.
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PART IV

Item 15. Exhibits and Financial Statement Schedul

The following documents are filed as part of thisnal Report:

(a) Financial Statements and Schedules:

Page

Report of Independent Registered Public Accounfiiimpp — Ernst & Young LLP F-1
Report of Independent Registered Public Accounfiingn — Cacciamatta Accountancy Corporat F-2
Consolidated Financial Statemer
Consolidated Balance Sheets at December 31, 2@DZQ06 F-3
Consolidated Statements of Operations for the YEaded December 31, 2007, 2006 and 2 F-4
Consolidated Statements of Cash Flows for the Yeaded December 31, 2007, 2006 and Z F-5
Consolidated Statements of Stockhol’ Equity for the Years Ended December 31, 2007, 20@5200¢ F-6
Notes to Consolidated Financial Stateme F-7

(b) Exhibits:

2.1 Agreement and Plan of Merger, dated November 1@7 20y and between the Registrant and the

31

3.2
3.3
4.1

1C0.1
10.2*
10.3*
10.4*
105
1C.6
10.7*
1C.8
10.9
1C.10

1C.11

10.12*
10.13*
1C.14*

1C.15
1C.16*

1C0.17

1C.18

Registrar’s predecessor Nevada corporatiot

Amended and Restated Certificate of Incorporatafjled with the Delaware Secretary of State on
October 7, 2007(Z

Certificate of Designation, Preferences and Riglithe terms of the Series A Preferred Stoc
Bylaws(2)

Amended Rights Agreement between Corporate StoaRksfer, as rights agent, and Registrant, dated
November 12, 200

License Agreement between University of Connecticut Registrant, dated November 15, 200
Agreement for Services between Avid Bioservices, &nd Registrant, dated November 19, 200
Distribution Agreement between MidAtlantic Diagniost Inc. and Registrant, dated January 30, 20(
Distribution Agreement between MediCult AS and Ré&gint, dated February 9, 2004

2004 Stock Plan and Form of Option Agreement thatet(4)

Form of Indemnity Agreement for Directors and ExemiOfficers(22)

Exclusive Distribution Agreement between Baxter lttemare and Registrant, dated August 13, 200
Form of Callable Stock Purchase Warran

Form of Common Stock Purchase Warran

DeliaTroph Pharmaceuticals, Inc. 2001 Amended agstd®ed Stock Plan and form of Stock Option
Agreements for options assumed thereund:

Nonstatutory Stock Option Agreement With Andrew Kitn

Commercial Supply Agreement with Avid Bioservicks;. and Registrant, dated February 16, 200
Development and Supply Agreement with Baxter Healte Corporation and Registrant, dated Marc!
2005(9)

First Amendment to the Exclusive Distribution Agmeent between Baxter Healthcare Corporation and
Registrant, dated March 24, 2005

Halozyme Therapeutics, Inc. 2005 Outside Direr Stock Plan(10

Second Amendment to the Exclusive Distribution Agnent between Baxter Healthcare Corporatior
Registrant, dated December 8, 2005(

First Amendment to the License Agreement betweerdssity of Connecticut and Registrant, dated
January 9, 2006(1:

Halozyme Therapeutics, Inc. 2006 Stock Plan
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10.19 Form of Stock Option Agreement (2005 Outside Dwes’ Stock Plan)(15

10.20 Form of Restricted Stock Agreement (2005 Outside®ors’ Stock Plan)(15

10.21 Form of Stock Option Agreement (2006 Stock Plan)

1C.22 Form of Restricted Stock Agreement (2006 Stock YP14)

1C.23* License and Collaboration Agreement between F.affn-La Roche Ltd, Hoffmanbha Roche Inc. an
Registrant dated December 5, 2006(

1C.24 Stock Purchase Agreement between Roche FinancanididRegistrant, dated December 5, 2006

1C.25* First Amendment to the Commercial Supply Agreeniittveen Avid Bioservices, Inc. and Registrant,
dated December 15, 2006(1

10.26* Amended and Restated Exclusive Distribution Agresrbetween Baxter Healthcare Corporation, B
Healthcare S.A. and Registrant, dated Februarpd@7(18)

1C0.27* Amended and Restated Development and Supply Agredmedveen Baxter Healthcare Corporation,
Baxter Healthcare S.A. and Registrant, dated Feprid 2007(18

10.28* License and Collaboration Agreement between Batteaithcare Corporation, Baxter Healthcare S.A.
and Registrant, dated February 14, 2007

1C0.29 Stock Purchase Agreement between Baxter Interradtibrc. and Registrant, dated February 14, 2007
(18)

1C.30 Stock Purchase Agreement between New River Managevhe P and Registrant, dated April 23, 2007
(19)

1C.31 Sublease Agreement (11404 Sorrento Valley Roafctefe as of July 2, 2007(2!

1C.32 Sublease Agreement (11388 Sorrento Valley Roafictefe as of July 2, 2007(2!

10.33 Standard Industrial Net Lease (11388 Sorrento Yadfead), effective as of July 26, 2007(:

1C.34* Enhanze Technology License and Collaboration Agesdnby Baxter Healthcare Corporation, Baxter
Healthcare S.A. and Registrant, dated Septemt607,(21)

21.1  Subsidiaries of Registrant(1

23.1 Consent of Independent Registered Public Accouriting— Ernst & Young LLP

23.2  Consent of Independent Registered Public Accouriting — Cacciamatta Accountancy Corporat

311  Certification of CEO pursuant to Section 302 of 8s¥bane-Oxley Act of 200z

31.2  Certification of CFO pursuant to Section 302 of 8sbane-Oxley Act of 200z

32.1 Certification of CEO pursuant to Section 906 of 8arbane-Oxley Act of 2002

32.2  Certification of CFO pursuant to Section 906 of 8srbane-Oxley Act of 200z

(1) Incorporated by reference to the Regist's Current Report oForm ¢-K, filed November 20, 200"

(2) Incorporated by reference to the Registrant’s d&fanproxy statement filed with the SEC on FormfEIBA
on October 11, 200°

(3) Incorporated by reference to the Registrant’s Reggien Statement on Form SBfizd with the Commissio
on April 23, 2004

(4) Incorporated by reference to the Registrant’s ammeamd number two to the Registration Statement on
Form SE-2 filed with the Commission on July 23, 20(

(5) Incorporated by reference to the Regist's Quarterly Report on For1C-QSB,filed November 12, 200
(6) Incorporated by reference to the Regist's Current Report oForm ¢-K, filed October 15, 200¢

(7) Incorporated by reference to the Registrant’s Reggien Statement on Form S-8 filed with the Conwsiuis
on October 26, 200«

(8) Incorporated by reference to the Regist's Current Report oForm ¢-K, filed February 22, 200!
(9) Incorporated by reference to the Regist's Current Report oForm &K, filed March 30, 2005
(10) Incorporated by reference to the Regis's Current Report oForm ¢-K, filed July 6, 2005
(11) Incorporated by reference to the Regis’’s Annual Report oForm 1(-KSB, filed March 24, 2006
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(12) Incorporated by reference to the Regist's Current Report oForm ¢-K, filed January 12, 200!

(13) Incorporated by reference to the Regis’'s Annual Report on Fori1C-KSB/A, filed March 29, 2005
(14) Incorporated by reference to the Regist’s Current Report oForm &K, filed March 24, 2006

(15) Incorporated by reference to the Regis's Quarterly Report on For1C-Q, filed August 8, 2006
(16) Incorporated by reference to the Regis’s Current Report on For8-K/A, filed December 15, 200!
(17) Incorporated by reference to the Regis's Current Report oForm ¢-K, filed December 21, 2001
(18) Incorporated by reference to the Registr’ Current Report on Fori8-K/A, filed February 20, 200°
(19) Incorporated by reference to the Registr’ Current Report oForm ¢-K, filed April 24, 2007.

(20) Incorporated by reference to the Registr’ Current Report oForm ¢-K, filed July 31, 2007

(21) Incorporated by reference to the Registr’ Current Report oForm ¢-K, filed September 12, 200
(22) Incorporated by reference to the Registr' Current Report oForm ¢-K, filed December 20, 200

* Confidential treatment has been requested foriogptattions of this exhibit. These portions haveie
omitted from this agreement and have been filedusagply with the Securities and Exchange Commis!
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SIGNATURES

Pursuant to the requirements of the Securities &xg@ Act of 1934, the Registrant has duly causedeport
to be signed on its behalf by the undersignedénGiy of San Diego, on March 13, 2008.

Halozyme Therapeutics, Inc.,
a Delaware corporation

By: /s/ Jonathan E. Lir

Jonathan E. Lim, M.D.
President and Chief Executive Officer

Date: March 13, 2008

POWER OF ATTORNEY

Know all persons by these presents, that each perBose signature appears below constitutes anoirgpp
Jonathan E. Lim and David A. Ramsay, and eacheshtlas his true and lawful attorneys-in-fact anehasg; with
full power of substitution and resubstitution, fom and in his name, place, and stead, in any hicdgacities, to
sign any and all amendments to this Annual Repod, to file the same, with all exhibits theretod ather
documents in connection therewith, with the Semgiand Exchange Commission, granting unto saiuregys-in-
fact and agents, and each of them, full power aridlogity to do and perform each and every act ainytrequisite
and necessary to be done in connection therevgtfully to all intents and purposes as he mightarid do in
person, hereby ratifying and confirming that albsatorneys-in-fact and agents, or any of thertheir or his
substitute or substituted, may lawfully do or cattsbe done by virtue thereof.

Pursuant to the requirements of the SecuritiesoA&033, as amended, this Annual Report has begmediby
the following persons in the capacities and ondéies indicated.

Signature Title Date

/s/ Jonathan E. Lim, M.L

Jonathan E. Lim, M.C

/s/ David A. Ramsa

David A. Ramsa

/sl Gregory I. Frost, Ph.I

Gregory |. Frost, Ph.C

/s/ Kenneth J. Kelle

Kenneth J. Kelle

/sl Robert L. Engler, M.C

Robert L. Engler, M.D

/sl Kathryn E. Falber

Kathryn E. Falber;

/s/ Randal J. Kirl

Randal J. Kirk

President and Chief Executive Officer
(Principal Executive Officer), Director

Secretary and Chief Financial Officer
(Principal Financial and Accounting Officer)

Vice President and Chief Scientific Officer,
Director
Chairman of the Board of Directors
Director

Director

Director
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Signature

/s/ Connie MatsL

Connie Matsu

/s/ John S. Patton, Ph.

John S. Patton, Ph.l

/s/ Steven T. Thornto

Steven T. Thornto

Title

Director

Director

Director
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
Halozyme Therapeutics, Inc.

We have audited the accompanying consolidated balsineets of Halozyme Therapeutics, Inc. as of
December 31, 2007 and 2006, and the related cdasetl statements of operations, cash flows anétsitaers’
equity for each of the two years in the period eéhBecember 31, 2007. These financial statementhare
responsibility of the Company’s management. Oupaasibility is to express an opinion on these fiah
statements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighargio
(United States). Those standards require that e g@hd perform the audit to obtain reasonable assarabout
whether the financial statements are free of materisstatement. An audit includes examining, ¢esa basis,
evidence supporting the amounts and disclosurtrifinancial statements. An audit also includeessing the
accounting principles used and significant estimatade by management, as well as evaluating thalbfirancial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referredlbove present fairly, in all material respedis, ¢onsolidated
financial position of Halozyme Therapeutics, IncDacember 31, 2007 and 2006, and the consolidasedts of its
operations and its cash flows for each of the teary in the period ended December 31, 2007, irocanitfy with
U.S. generally accepted accounting principles.

As discussed in Note 2 to the consolidated findrst@&ements, effective January 1, 2006 the Comphapngec
its method of accounting for share-based paymerasdordance with Statement of Financial Accoun8tendards
(SFAS) No. 123 (revised 2004), “Share-Based Payrhent

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), Halozyme Therapeutics, Inc.’srimecontrol over financial reporting as of Decem®g, 2007,
based on criteria established in Internal Controlntegrated Framework issued by the Committee ahSpring
Organizations of the Treadway Commission and opontedated March 12, 2008 expressed an unqualifpéoion
thereon.

/sl Ernst & Young LLP

San Diego, California
March 12, 2008
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Shareholders
Halozyme Therapeutics, Inc.

We have audited the accompanying consolidated balsineet of Halozyme Therapeutics, Inc. and sudryidi
(the “Company”) as of December 31, 2005, and thetad consolidated statements of operations, stidkhs’
equity and cash flows for each of the years inttl®year period ended December 31, 2005. Thesediah
statements are the responsibility of the Compamgdsagement. Our responsibility is to express aniopion these
financial statements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighargio
(United States). Those standards require that e g@hd perform the audit to obtain reasonable assarabout
whether the financial statements are free of materisstatement. The Company has determined tisahdat
required to have, nor were we engaged to perfomaualit of its internal control over financial reping. Our audit
included consideration of internal control overafircial reporting as a basis for designing audit@dares that are
appropriate in the circumstances, but not for tingpse of expressing an opinion on the effectivenéshe
Company’s internal control over financial reportidgcordingly, we express no such opinion. An aatb
includes, examining, on a test basis, evidenceatipg the amounts and disclosures in the finarstatements,
assessing the accounting principles used and &ignifestimates made by management, as well asatirg the
overall financial statement presentation. We belithat our audits provide a reasonable basis foopimion.

In our opinion, such consolidated financial stateta@resent fairly, in all material respects, tinaricial
position of the Company as of December 31, 2008 tha results of its operations and its cash flimsach of the
years in the two year period ended December 315,468@onformity with accounting principles genéyalcceptec
in the United States of America.

/sl Cacciamatta Accountancy Corporation

Irvine, California
March 12, 2006
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HALOZYME THERAPEUTICS, INC.

CONSOLIDATED BALANCE SHEETS
AS OF DECEMBER 31, 2007 AND 2006

2007 2006
ASSETS
Cash and cash equivalel $ 97,679,08  $44,189,40
Accounts receivabl 779,82! 363,56!
Inventory 703,46¢ 442,49
Prepaid expenses and other as 2,014,68 598,09(
Total current asse 101,177,05 45,593,55
Property and equipment, r 2,283,31 497,77(
Total Assets $103,460,37  $ 46,091,32
LIABILITIES AND STOCKHOLDERS ' EQUITY
Accounts payabl $ 3,055,63 $ 2,017,39!
Accrued expense 2,502,25! 1,011,15:
Deferred revenu 3,306,22! 1,221,99:
Total current liabilities 8,864,12. 4,250,541
Deferred revenue, net of current port 35,963,26 18,759,54
Deferred rent, net of current porti 865,06: —
Commitments and contingencies (note
Stockholder' equity:
Preferred stock —®&001 par value; 20,000,000 shares authorizedhares issue
and outstandin — —
Common stock — $0.001 par value; 150,000,000 startwrized; 77,903,944
and 68,736,993 shares issued and outstandingzaceinber 31, 2007 and
2006, respectivel 77,90« 68,73
Additional paic-in capital 122,685,44 64,111,73
Accumulated defici (64,995,42)  (41,099,24)
Total stockholder equity 57,767,92 23,081,23
Total Liabilities and Stockholde’ Equity $103,460,37  $ 46,091,32

See accompanying notes to consolidated financsgisients.
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HALOZYME THERAPEUTICS, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED DECEMBER 31, 2007, 2006 AND 2(®

REVENUES:

Product sale

Revenue under collaborative agreem:
Total revenue

OPERATING EXPENSES

Cost of sale:

Research and developme
Selling, general and administrati
Total operating expens

OPERATING LOSS
Interest incomt

NET LOSS
Basic and diluted net loss per sh
Shares used in computing basic and diluted netdesshar

2007 2006 2005

$ 63959 $ 670,62! $ 127,20¢

3,159,93. 311,12: —
3,799,52. 981,74t 127,20¢
240,42¢ 436,99( 51,96¢

20,554,10 9,214,75  10,220,07
11,155,19 6,912,85: 3,416,57"
31,949,72  16,564,60  13,688,62
(28,150,20)  (15,582,85) (13,561,41)
4,254,02. 830,87 286,04«

$(23,896,18) $(14,751,98) $(13,275,37)

$ 0.32) $ 0.29) $ (0.26)
7431793  62,610,26  50,317,02

See accompanying notes to consolidated financ#tisients.
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HALOZYME THERAPEUTICS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2007, 2006 AND 2(®

2007 2006 2005

OPERATING ACTIVITIES:
Net loss $(23,896,18) $(14,751,98) $(13,275,37)
Adjustments to reconcile net loss to net cash (irseprovided by

operating activities

Shar+based compensatic 2,580,20 1,274,56 —
Depreciation and amortizatic 576,49: 243,99¢ 206,34
Loss (gain) on disposal of equipmt 3,28¢ 4,27¢ (1,200
Issuance of stock options for servit — 9,32: 186,40:
Changes in operating assets and liabilit
Accounts receivabl (416,26() 13,80: (377,36
Inventory (260,979 (163,53 (227,136
Prepaid expenses and other as (1,416,59) (257,607) (231,85)
Accounts payable and accrued expel 2,529,34i 979,31¢ 469,81¢
Deferred ren 865,06: — —
Deferred revenu 19,287,95 19,727,39 254,13t
Net cash (used in) provided by operating activi (147,66() 7,079,56: (12,996,22)
INVESTING ACTIVITIES:
Purchases of property and equipm (2,365,32) (364,799 (350,89)
Net cash used in investing activiti (2,365,321 (364,799 (350,89)
FINANCING ACTIVITIES:
Proceeds from issuance of common stock 51,989,48 11,043,86 16,020,80
Proceeds from exercise of stock options, 1,707,33 156,11- 218,42:
Proceeds from exercise of warrants, 2,305,84. 7,142,46! 232,36
Net cash provided by financing activiti 56,002,66 18,342,44 16,471,60
NET INCREASE IN CASH AND CASH EQUIVALENT 53,489,68 25,057,20 3,124,481
CASH AND CASH EQUIVALENTS at beginning of ye 44,189,40 19,132,19 16,007,71
CASH AND CASH EQUIVALENTS at end of yei $97,679,08 $44,189,40 $19,132,19

See accompanying notes to consolidated financsgstents.
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HALOZYME THERAPEUTICS, INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2007, 2006 AND 2(®

Additional Total
Common Stock Paid-In Accumulated Stockholders’
Shares Amount Capital Deficit Equity

BALANCE AT DECEMBER 31, 200:  49,202,08 $49,20: $ 27,846,93 $(13,071,88) $ 14,824,25
Issuance of common stock pursuant to

exercise of stock optior 620,14¢ 62C 217,80: — 218,42
Issuance of common stock pursuant ti

exercise of warrants, n 424,76¢ 42¢F 231,94 — 232,36¢
Issuance of stock options to consultants

for services — — 186,40: — 186,40:
Issuance of common stock for cash,  10,000,00  10,00( 16,010,80 — 16,020,80
Net loss — — —  (13,275,37) (13,275,37)
BALANCE AT DECEMBER 31, 200  60,246,99 60,241 44,493,89.  (26,347,25) 18,206,88
Shar-based compensation expe! — — 1,274,56 — 1,274,56
Issuance of restricted stock awa 90,00( a0 (90) — —
Issuance of common stock pursuant to

exercise of warrants, n 4,818,84 4,81¢ 7,137,65! — 7,142,46!
Issuance of common stock pursuant t

exercise of stock optior 196,15( 19€ 155,91¢ — 156,11«
Issuance of stock options to consultants

for services — — 9,322 — 9,322
Issuance of common stock for cash, 3,385,001 3,38¢ 11,040,47 — 11,043,86
Net loss — — —  (14,751,98) (14,751,98)
BALANCE AT DECEMBER 31, 200¢  68,736,99 68,731 64,111,73 (41,099,24) 23,081,23
Shar-based compensation expel — — 2,580,20: — 2,580,20:
Issuance of restricted stock awa 105,00( 10t (10%) — —
Issuance of common stock pursuant to

exercise of warrants, n 1,783,85: 1,78¢ 2,304,05! — 2,305,84.
Issuance of common stock pursuant ti

exercise of stock optior 1,707,70! 1,70¢ 1,705,62! — 1,707,33
Issuance of common stock for cash, 5,570,39 5,57( 51,983,91 — 51,989,48
Net loss — — — (23,896,18) (23,896,18)

BALANCE AT DECEMBER 31, 2000  77,903,94 $77,90¢ $122,685,44 $(64,995,42) $57,767,92

See accompanying notes to consolidated financsgistents.
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Halozyme Therapeutics, Inc.

Notes to Consolidated Financial Statements

1. Organization and Business

Halozyme Therapeutics, Inc. (“Halozyme” or the “Cuamy”) is a biopharmaceutical company developing) an
commercializing products targeting the extracetlutatrix for the drug delivery, oncology and deraotagy
markets.

The Company’s operations to date have been linbiteniganizing and staffing the Company, acquiring,
developing and securing its technology and undenggroduct development for its existing produatd a limited
number of product candidates. The Company has taduygts: Cumulas®, a product used for in vitro fertilization,
and Hylenex, a product used as an adjuvant toaser¢éhe absorption and dispersion of other injedtads and
fluids. The Company has only limited revenues fitbm sales of these products.

2. Summary of Significant Accounting Policies
Basis of Presentation

The consolidated financial statements include tumants of Halozyme Therapeutics, Inc. and its Whmlvnec
subsidiary, Halozyme, Inc. All intercompany accauand transactions have been eliminated.

Use of Estimates

The preparation of consolidated financial states@ntonformity with U.S. generally accepted acammn
principles (“U.S. GAAP”) requires management to malstimates and assumptions that affect the amoaepasted
in the Company’s consolidated financial statemantsaccompanying notes. On an ongoing basis, thep@ay
evaluates its estimates and judgments, which aedoan historical and anticipated results and semd on variou
other assumptions that management believes toasemable under the circumstances. By their nagstamates are
subject to an inherent degree of uncertainty asduah, actual results may differ from managemesstenates.

Cash and Cash Equivalents

Cash and cash equivalents consist of highly liguestments with maturities of three months or fess the
original purchase date.

Concentrations

Financial instruments that potentially subjectas significant concentration of credit risk consiscash and
cash equivalents and accounts receivable. Halozgaistains its cash balances with one major commalenaink.
Deposits held with the bank exceed the amountsaframce provided on such deposits.

The Company sells its products to establishedibligtrs in the pharmaceutical industry. Credititeaded
based on an evaluation of the customer’s finartiatlition. Approximately 91% and 95% of the accsunt
receivable balance as of December 31, 2007 and, 28§6ectively, represents amounts due from twtoous's.
Management evaluates the collectibility of the axts receivable based on a variety of factors gioly the length
of time the receivables are past due, the finamgalth of the customer and historical experieBesed upon the
review of these factors, the Company did not reearéllowance for doubtful accounts at Decembe28Qy and
2006. For the years ended December 31, 2007, 20D&@05, 36%, 55% and 0% of total revenues wera Baxte
Healthcare Corporation (“Baxter”) and 50%, 10% &f6lwere from F. Hoffmann-La Roche Ltd (“LTD") and
Hoffmann-La Roche Inc. (“INC”) (LTD and INC, colléeely, “Roche”), respectively.

The Company relies on a single third-party manuifiatfor the supply of the active pharmaceuticgtédient
in each of its current products. Payments dueisostipplier represent 20% and 16% of the accowayalye balanc
at December 31, 2007 and 2006, respectively.
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Halozyme Therapeutics, Inc.

Notes to Consolidated Financial Statements — (Comtiied)

Accounts Receivable

Accounts receivable is recorded at the invoicedwahand is non-interest bearing. Accounts recee/abl
recorded net of an allowance for doubtful accou@tsrently, the allowance for doubtful accountgéso as the
collectibility of accounts receivable is reasonaddgured. The Company is obligated to accept reforrproduct
that does not meet product specifications. Histdisicthe Company has not had any product retuhesgfore, no
allowance for product returns has been established.

Inventory

Inventory is stated at lower of cost or market. tCahich includes amounts related to materials @sls
incurred by the Company’s contract manufacturedeiermined on a first-in, first-out basis. Inverge are
reviewed periodically for slownoving or obsolete status. Management evaluatesatinging value of inventories
a regular basis, taking into account such factesistorical and anticipated future sales comptregliantities on
hand, the price it expects to obtain for producttheir respective markets compared with historgest and the
remaining shelf life of goods on hand.

Property and Equipment

Property and equipment are recorded at cost. Eqnipand furniture are depreciated using the strdigh
method over their estimated useful lives of threarg and leasehold improvements are amortized thsingtraight-
line method over the estimated useful life of theed or the lease term, whichever is shorter.

Impairment of Long-Lived Assets

The Company accounts for the impairment and disiposdf long-lived assets in accordance with Staehof
Financial Accounting Standards (“SFAS”) No. 14¢counting for the Impairment or Disposal of Loniged
Assets. In accordance with SFAS No. 144, long-lived asseé reviewed for events of changes in circumssnc
which indicate that their carrying value may notreeoverable. At December 31, 2007, there has been
impairment of the value of such assets.

Fair Value of Financial Instruments

Financial instruments, including cash and cashvadgits, accounts receivable, accounts payableaeerdied
expenses, are carried at cost, which managemeaatéglapproximates fair value because of the ghar-maturity
of these instruments.

Revenue Recognition

The Company generates revenues from product satksadlaborative agreements. Payments receivedrunde
collaborative agreements may include nonrefundfgae at the inception of the agreements, milespayenents for
specific achievements designated in the collabgragreements, reimbursements of research andogaveht
services and/or royalties on sales of productdtiegifrom collaborative arrangements.

The Company recognizes revenues in accordanceSE@ Staff Accounting Bulletin No. 10Revenue
Recognitionand Emerging Issues Task Force (“EITF”) Issue NIB20,Revenue Arrangements with Multiple
Deliverables. The Company recognizes revenue when all of theviing criteria are met: (1) persuasive evidence
of an arrangement exists; (2) delivery has occuoregkrvices have been rendered; (3) the selleice o the buyer
is fixed and determinable; and (4) collectibilisyreasonably assured.

Product Sales —Revenues from the sale of Cumulase are recognibed the transfer of ownership occurs
which is upon shipment to the distributors. The @any is obligated to accept returns for product tlaes not
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Halozyme Therapeutics, Inc.

Notes to Consolidated Financial Statements — (Comtiied)

meet product specifications. Historically, the Ca@myp has not had any product returns; thereforallowance for
product returns has been established.

In accordance with the Amended and Restated Dewedapand Supply Agreement (the “Development and
Supply Agreement”) with Baxter, the Company suppbBaxter with the active pharmaceutical ingred{eAPI”)
for Hylenex at its fully burdened cost plus a marddaxter fills and finishes Hylenex and holdsoit ubsequent
distribution, at which time the Company ensuraséets product specifications and releases it atablafor sale.
Because of the Company’s continued involvementiéndevelopment and production process of Hylerex, t
earnings process is not considered to be com@letamrdingly, the Company defers the revenue arated|product
costs on the API for Hylenex until the productiieé, finished, packaged and released. Baxter amy return the
API for Hylenex to the Company if it does not camfioto the specified criteria set forth in the Dephent and
Supply Agreement or upon termination of such agexenmrhe Company has historically demonstratedttieafAPI
shipped to Baxter has consistently met the spekcdigeria. Therefore, no allowance for productres has been
established. In addition, the Company receivesymrbldased payments upon the sale of Hylenex bydBaixt
accordance with the terms of the agreement withtdBalRroduct sales revenues are recognized asoimpahy
earns such revenues based on Baxt&nipments of Hylenex to its distributors whenhtsamounts can be reasone
estimated. In February 2007, Baxter prepaid $1l0amiof such product-based payments which wasrdedeand is
being recognized as earned. In January 2008, Bprtpaid another $3.5 million of such product-bgsagments
and is obligated to prepay $5.5 million of addifibproduct-based payments on or prior to Janua?pQ9.

Collaborative Agreements Fthe Company analyzes each element of its collalveragreements to determine
the appropriate revenue recognition. The Compaoggmizes revenue on nonrefundable upfront paymenthich
it has an ongoing involvement or performance oliigeover the period of significant involvement endhe relate
agreements. The Company recognizes milestone pagmpan the achievement of specified milestoné€k)ithe
milestone is substantive in nature, and the achiewnt of the milestone was not reasonably assurtiek ahception
of the agreement, (2) the fees are nonrefundald€®rour performance obligations after the milastachievemer
will continue to be funded by our collaborator deeel comparable to the level before the milestacigevement.
Any milestone payments received prior to satisfitimgse revenue recognition criteria are recordetkéerred
revenue. Reimbursements of research and develomaeintes are recognized as revenue during thegariwhict
the services are performed. Royalties to be reddiased on sales of licensed products by the Coyigpan
collaborators incorporating the Company’s prodacesrecognized as earned.

Cost of Sales

Cost of sales consists primarily of raw materitiigd-party manufacturing costs, fill and finishsts, freight
associated with the sales of Cumulase, and thda@xMylenex.

Research and Development Expenses

Research and development expenses consist prinohilysts associated with the development and
manufacturing of the Comparsyproduct candidates, compensation and other egpdosresearch and developn
personnel, supplies and materials, costs for ctarstsland related contract research, clinicalstriflcility costs, an
depreciation. The Company charges all researclleanelopment expenses to operations as they argéuoicun
accordance with SFAS No. Bccounting for Research and Development Coste Company’s research and
development activities are primarily focused ondegelopment of its Chemophase and EnhanZechnology
product candidates, both of which are based o€thmpany’s proprietary recombinant human PH20 enzyme
(“rHuPH20").
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Halozyme Therapeutics, Inc.

Notes to Consolidated Financial Statements — (Comtiied)

Clinical Trial and Contract Research Expenses

The Company’s expenses related to clinical triedsbmsed on estimates of the services receiveeféords
expended pursuant to contracts with multiple redeanstitutions, clinical research organizationy] ather vendors
that conduct and manage clinical trials on its ifeha

Share-Based Compensation

On January 1, 2006, the Company adopted the pomgsif revised SFAS No. 123 (“SFAS 123R"),
Share-Based Paymeircluding the provisions of Staff Accounting BulleiNo. 107 (“SAB 107”), using the
modified prospective transition method to accowontits employee share-based awards. Under SFAS, ktiiRe-
based compensation cost is measured at the grantdsed on the estimated fair value of the aveard is
recognized as expense over the employee’s reqegsitice period. Halozyme has no awards with masket
performance conditions. The valuation provisionSBAS 123R apply to new awards and to awards tleat a
outstanding at the effective date and subsequentdljified or cancelled. Estimated compensation expdor
awards outstanding at the effective date will mogmized over the remaining service period usimgcttmpensatio
cost calculated for pro forma disclosure purposeteu SFAS No. 123 ccounting for Stock-Based Compensation
(“SFAS 123"). The Company’s consolidated finansigtements as of and for the year ended Decemb&086
reflect the impact of SFAS 123R. In accordance wWithmodified prospective transition method, thesodidated
financial statements for prior periods were notatesl to reflect, and do not include, the impacsBAS 123R.

On November 10, 2005, the FASB issued FASB Staditlm No. FAS 123(R)-3Transition Election Related
to Accounting for Tax Effects of Share-Based Paymesmards(“FAS 123R-3"). Management elected to adopt the
alternative transition method provided in FAS 1283RFhe alternative transition method includes apdified
method to establish the beginning balance of thitiadal paid-in capital pool (“APIC pool”) relatedd the tax
effects of employee share-based compensation, vidhabailable to absorb tax deficiencies recognmdssequent
to the adoption of SFAS 123R.

Share-based compensation expense recognized dine@mgriod is based on the value of the portioghafre-
based payment awards that is ultimately expecteedbduring the period. Share-based compensatjpense
recognized in the Compargstonsolidated statements of operations for thesyeaded December 31, 2007 and 2
included compensation expense for share-based payawards granted prior to, but not yet vestedfas o
December 31, 2005 based on the grant date faieedtimated in accordance with the pro forma prongsof
SFAS 123 and share-based payment awards grantselcguent to December 31, 2005 based on the granfaat
value estimated in accordance with SFAS 123R. Shaegds are amortized under the straight-line mieths
share-based compensation expense recognized éoniselidated statement of operations for the yeaded
December 31, 2007 and 2006 is based on awardsatdtiynexpected to vest, it has been reduced fonattd
forfeitures. SFAS 123R requires forfeitures to beéneated at the time of grant and revised, if neass in
subsequent periods if actual forfeitures diffenirthose estimates. Pre-vesting forfeitures weiienastd to be
approximately 10% for employees in the years ergiecember 31, 2007 and 2006 based on the Company’s
historical experience and those of its peer grtughe pro forma information required under SFAS 1@ the year
ended December 31, 2005, the Company accountddrfeitures as they occurred.
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Halozyme Therapeutics, Inc.

Notes to Consolidated Financial Statements — (Comtiied)

Total share-based compensation expense relatédte-based awards, recognized under SFAS 123khdor
years ended December 31, 2007 and 2006 was comhjofiskee following:

Years Ended December 31

2007 2006
Research and developm $ 662,69( $ 424,30!
Selling, general and administrati 1,917,51. 850,26:
Shar-based compensation expense before t 2,580,20: 1,274,56
Related income tax benef — —
Shar-based compensation expel $2,580,20-  $1,274,56
Net shar-based compensation expense per basic and diluaee $ 0.0z §% 0.0z
Shar-based compensation expense fr
Stock option: $1,857,24'  $1,136,53
Restricted stock awart 722,95! 138,03
Total $2,580,20.  $1,274,56

Prior to January 1, 2006, the Company accountedHare-based awards to employees using the imtratie
method in accordance with Accounting Principles ia@pinion No. 25Accounting for Stock Issued to Employges
and related interpretations and provided the reguyaro forma disclosures of SFAS 123. Under thenisic value
method, no share-based compensation expense haddoegnized in the consolidated statement of djpesfor
share-based awards to employees, because thesexgricie of the stock options granted to emplogegesiled the
fair market value of the underlying stock at théedaf grant.

The following table summarizes the pro forma effatthe Company’s net loss and per share dataitasaifl
applied the fair value recognition provisions ofA&S-123 in determining share-based compensatiothéoyear
ended December 31, 2005:

2005

Net loss, as reporte $(13,275,37)
Add: Shar-based employee compensation exp¢ —
Deduct: Total share-based employee compensaticensgpdetermined under fair value based

method for all award (1,224,94)
Pro forma net los $(14,500,31)
Net loss per share, basic and diluted, as rep: $ 0.26)
Pro forma net loss per share, basic and dil $ (0.29

The Company accounts for stock options grantedieemployees in accordance with Emerging Issuek Tas
Force Issue No. 96-18ccounting for Equity Instruments That Are Issue@®ther Than Employees for Acquiring,
or in Conjunction with Selling, Goods or Servicg$EITF 96-18"). Under EITF 96-18, the Company efehines the
fair value of the stock options granted as eitherfair value of the consideration received orféievalue of the
equity instruments issued, whichever is more réliateasurable.

Income Taxes

Income taxes are recorded in accordance with SFASLBB,Accounting for Income Taxeshich requires the
recognition of deferred tax assets and liabiliteeseflect the future tax consequences of evetishthve been
recognized in the Company’s consolidated finanstialements or tax returns. Measurement of the meféems is
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based on enacted tax laws. In the event the fetmeequences of differences between financial tiegobases and
tax bases of the Company’s assets and liabiligsslt in a deferred tax asset, SFAS No. 109 regjaineevaluation
of the probability of being able to realize theuiut benefits indicated by such assets. The Companoyds a
valuation allowance to reduce the deferred taxtasgeghe amount that is more likely than not tadsdized.
Management has considered future taxable incomeiagoing tax planning strategies in assessing ¢leel for the
valuation allowance. In the event the Company we@etermine that it would be able to realize thfeded tax
assets in the future in excess of their net reebatheounts, an adjustment to the deferred tax aasetil increase
the income in the period such determination wasanhitewise, should the Company determine thabitild not b
able to realize all or part of the net deferredaasets in the future, an adjustment to the deféaeassets would be
charged to income in the period such determinatias made.

Effective January 1, 2007, the Company adopteghtbeisions of FASB Interpretation No. 48ccounting for
Uncertainty in Income Taxes — An InterpretatiofrASEB Statement No. 1¢%IN 48”). FIN 48 contains a two-
step approach to recognizing and measuring unodggipositions (tax contingencies) accountedriadcordance
with SFAS No. 109. FIN 48 also provides guidancelerecognition, measurement, classification, irsteaed
penalties, accounting in interim periods, disclesamd transition. The adoption of FIN 48 had noaotn the
Company’s consolidated financial position or resolt operations. At the date of adoption and atelbder 31,
2007, the Company’s unrecognized income tax benafitl uncertain tax provisions were not material.

Net Loss Per Share

In accordance with SFAS No. 12Barnings Per Shareand SEC Staff Accounting Bulletin (“SAB”) No. 98,
basic net loss per common share is computed bglidiyinet loss for the period by the weighted avenagmber of
common shares outstanding during the period. UB&&S No. 128, diluted net income (loss) per shmmmputed
by dividing the net income (loss) for the periodtbg weighted average number of common and commoivaent
shares, such as stock options and warrants, odistaduring the period. Such common equivalenteshhave not
been included in the computation of net loss pareshs their effect would have been anti-dilutive.

Years Ended December 31,

2007 2006 2005
Numeratol— Net loss $(23,896,18) $(14,751,98) $(13,275,37)
Denominato— Weighted average shares outstanc 74,317,93 62,610,26 50,317,02
Net loss per shal $ (032 % (029 % (0.26)
Incremental common shares (not included becauteofanti-
dilutive nature;
Stock options and awari 7,914,97! 8,727,32, 8,535,75!
Stock warrant: 4,859,03 6,714,40; 11,561,57
Potential common equivaler 12,774,00 15,441,72 20,097,322

Comprehensive Income

Comprehensive income (loss) is defined as all ceamga company’s net assets, except changesimgsintim
transactions with shareholders. At December 31722006, and 2005, the Company had no reportaffereiices
between net loss and comprehensive loss.
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Segment Information

The Company operates in one segment, which isstearch, development and commercialization of prtsdu
based on the extracellular matrix for the drugweli, oncology and dermatology markets. The chgefrating
decision-makers review the operating results oaggregate basis and manage the operations as@ spegating
segment.

Recent Accounting Pronouncements

In September 2006, the Financial Accounting Stasel&oard (“FASB”) issued SFAS No. 197air Value
Measurement(*SFAS 157"), which defines fair value, establiskzesamework for measuring fair value in
accordance with GAAP and expands disclosure algouvélue measurements. The Company will be redume
adopt SFAS 157 in the first quarter of 2008. Then@any does not expect the adoption of SFAS 15igtofeantly
affect its consolidated financial position or resulf operations.

In February 2007, the FASB issued SFAS No. T8®& Fair Value Option for Financial Assets and Fical
Liabilities (“SFAS 1597), which allows certain financial assetsl liabilities to be recognized, at the Company’s
election, at fair value. The provisions of SFAS 1B be effective for the Company beginning Jaryuay 2008. Th
Company is in the process of determining the efi€eny, the adoption of SFAS 159 will have ondtsolidated
financial position or results of operations.

In June 2007, the FASB ratified EITF Issue No. @7Axtcounting for Non-Refundable Advance Payments for
Goods or Services to Be Used in Future Researciomvelopment Activitieswhich requires that non-refundable
advance payments for goods or services that willdssl or performed in future research and developastivities
pursuant to executory contractual arrangementeferred and recognized as an expense in the pivaddhe
related goods are delivered or services are peddrifhe Company will adopt EITF Issue No. 07-Othim first
quarter of 2008, and it is not expected to haveateral impact on its consolidated financial pasitor results of
operations.

In December 2007, the FASB ratified EITF Issue 0I6:01,Accounting for Collaboration Arrangements
Related to the Development and Commercializatidnteflectual Property, which is focused on how the parties to
a collaborative agreement should account for dastgred and revenue generated on sales to thitatpahow
sharing payments pursuant to a collaboration ageaéshould be presented in the statement of opasatind
certain related disclosure questions. The Compal&required to adopt EITF Issue No. 07-01 ia finst quarter
of 2009 and it is not expected to have a matemgkict on its consolidated financial position oufesof operations.

3. Inventory

Inventory consists of the following as of DecemB&y 2007 and 2006:

2007 2006
Raw material $578,39° $337,34:
Work in proces: 46,39 76,25’
Finished good 78,67 28,89

$703,46¢ $442,49.

Inventory is used in the manufacture of the Comfgm@ymulase and Hylenex products and is stateldeat t
lower of cost or market.
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4. Property and Equipment
Property and equipment consists of the followingfaBecember 31, 2007 and 2006:

2007 2006

Research equipme $1,892,65 $ 805,07
Computer and office equipme 789,85: 217,418
Leasehold improvemen 633,99¢ 179,82.
3,316,50! 1,202,371

Less accumulated depreciati (1,033,18) (704,54

$2,283,3L § 497,77

Depreciation and amortization expense totaled $876,$243,999 and $206,348, for the years ended
December 31, 2007, 2006 and 2005, respectively.

5. Accrued Expenses

Accrued expenses consist of the following as ofdbdwer 31, 2007 and 2006:

2007 2006
Accrued expense $1,083,941 $ 602,14(
Accrued compensation and payroll ta 1,418,31. 409,01:

$2,502,25¢  $1,011,15:

6. Deferred Revenue
Deferred revenue consists of the following as ofé&maber 31, 2007 and 2006:

2007 2006
Collaborative agreemen $39,079,52  $19,918,96
Product sale 189,96° 62,57:
$39,269,49 $19,981,53
Current portior $ 3,306,22! $ 1,221,99
Long-term portion 35,963,26 18,759,54
Total Deferred Revent $39,269,49 $19,981,53

Roche Agreement— In December 2006, the Company entered intoesn$ie and collaborative agreement with
Roche. Under the terms of the Roche Agreement, ®adhobtain a worldwide, exclusive license to d®p and
commercialize product combinations of rHUPH20,@mmpany’s proprietary recombinant human hyalurosgda
and up to thirteen Roche target compounds restuitorg the collaboration. Roche paid $20 millionHalozyme in
December 2006 as an initial upfront payment forapplication of rHuPH20 to three pre-defined Roblotogic
targets.

Due to Halozyme's continuing involvement obligasprevenue from the $20 million upfront payment was
deferred and is being recognized over the terrh@ggreement. The Company recognized $1.2 milinsh$81,000
in revenue from the Roche upfront payment in treryended December 31, 2007 and 2006, respectively.

Baxter Agreements— In September 2007, the Company and Baxter ethiate an Enhanze Technology
License and Collaboration Agreement (the “Gammagiarense”). Under the terms of the Gammagard Liegns
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Baxter paid the Company a nonrefundable upfrontrEayt of $10 million. Due to the Company’s contirgiin
involvement obligations, the $10 million upfrontypaent was deferred and is being recognized ovetetine of the
Gammagard License. The Company recognized reverfi#®92,000 under the Gammagard License for the yea
ended December 31, 2007.

In February 2007, the Company amended certain agmets with Baxter for Hylenex and entered into & ne
agreement for kits and co-formulations with rHuPH&(@ “Baxter Agreements”). Under the terms of Baxter
Agreements, Baxter paid the Company a nonrefundaiftent payment of $10 million. Due to the Company
continuing involvement obligations, the $10 milliopfront payment was deferred and is being receghiwer the
term of the agreements. The Company recognized,86@6n revenues under the Baxter Agreements oyéar
ended December 31, 2007.

In addition, Baxter will make payments to the Compbased on sales of the products covered und@akier
Agreements. Baxter prepaid $1.0 million of suchduci-based payments in connection with the executfdhe
Baxter Agreements. In January 2008, Baxter prepaather $3.5 million of such product-based paymantsis
obligated to prepay $5.5 million of additional poottbased payments on or prior to January 1, 2008 .prepaid
product-based payments are deferred and are betogmized as product sales revenues as the Corepamy such
revenues from the sales of Hylenex by Baxter.

7. Stockholders Equity

Issuance of Common Stoek In April 2007, the Company entered into a déifiiei stock purchase agreement
(the “Purchase Agreement”) with New River ManagemgrnP (“New River”). Under the terms of the Puasie
Agreement, New River purchased 3,500,000 newlyeidsinares of the Company’s common stock for ancagge
price of approximately $32.1 million. The sale loé tshares was completed in May 2007. The Compasadreed
to file a registration statement upon demand With$EC covering the resale of these shares.

In February 2007, an affiliate of Baxter purcha2di¥ 0,394 shares of the Company’s common stocérfor
aggregate price of approximately $20.0 million.

In December 2006, the Company issued and sold sxeredited investor, an affiliate of Roche (the
“Purchaser”), 3,385,000 shares (the “Shares”) ef@bmpany’s common stock at a price of $3.27 paresHor
gross proceeds of approximately $11.1 million. Bhares were sold pursuant to exemptions from regjist under
Regulation D of the Securities Act. In December@@fie Company also entered into a registratidmtsiggreemet
(the “Rights Agreement”) with the Purchaser, unghich the Company may be required to register ther&s upon
the occurrence of certain events set forth in tigh® Agreement. Such triggering events includé ape not limitec
to, the registration of shares pursuant to a negieh statement not currently in effect. The RggAgreement will
terminate at such time as the Purchaser may se$iiares in any three month period pursuant tprilvsions of
Rule 144 under the Securities Act of 1933, as améndls of December 31, 2007, the Company had teat &
registration statement with the SEC covering tisalesof the Shares.

During 2007, the Company issued an aggregate 86357 shares of common stock in connection wih th
exercises of stock purchase warrants (1,783,852sl# a weighted average price of $1.29 per shstmmk options
(1,707,705 shares at a weighted average price.00%ter share) and restricted stock awards (10508fs at a
price of $0) for cash in the aggregate amount pf@admately $4.0 million.

During 2006, the Company issued an aggregate 08396 shares of common stock in connection wih th
exercises of stock purchase warrants (4,818,84@sl@ a weighted average price of $1.48 per shstmmk options
(196,150 shares at a weighted average price o0$Bshare) and restricted stock awards (90,08feshat a price
of $0) for cash in the aggregate amount of appratéhy $7.3 million.

In December 2005, the Company issued 10,000,00@slod common stock in a registered direct offeahg
price per share of $1.75, generating approximai&6.0 million in net proceeds.
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During 2005, the Company issued an aggregate d#19@4 shares of common stock in connection wih th
exercises of stock purchase warrants (424,768 sladai@weighted average price of $0.55 per shackstck
options (620,146 shares at a weighted average @fi$@.35 per share) for cash in the aggregate atafu
approximately $451,000.

Issuance of Common Stock Options for Servieetn 2006, an option to purchase 13,332 shardiseof
Company’s common stock was issued to a consulbargefrvices received and the stock option was dadtie
$9,322. In 2005, options to purchase 50,000 shafrdee Company’s common stock were issued to mesnisfeour
Scientific Advisory Board for services valued a7¥¥00 and options to purchase 74,000 shares @dhgpany’s
common stock were issued to consultants for seswatued at $109,000. These options were fully@sable and
fully vested on the date of grant and shall exjpireen years based on the terms of the options faihgalue of
these options was recorded as a noncash stocksxpen

Warrants — In connection with the October 2004 private plaent, the Company issued warrants to purchase
2,709,542 shares of common stock at an exercise pfi$2.25 per share. These warrants are exeleigabl
October 12, 2009. As of December 31, 2007 and 20030,572 and 2,623,828, respectively, of theseants wer:
outstanding.

In connection with the January 2004 private plaggitbe Company issued warrants (the “Callable ardg")
to purchase 8,094,829 shares of common stock exentise price of $1.75 per share, as amendedeMa@sants
are exercisable until January 28, 2009 and araldalby the Company under certain conditions. lndbgber 2004,
the Company called the first tranche of the Calablarrants and holders of the Callable Warrantsosed
warrants to purchase 1,571,682 shares of commah atdb1.75 per share, or approximately $2.7 mmiliionet
proceeds. In August 2006, the Company called thergktranche of the Callable Warrants and holdetiseo
Callable Warrants exercised warrants to purcha&@2188 shares of common stock at $1.75 per sbare,
approximately $3.9 million in net proceeds. As @d@mber 31, 2007 and 2006, 1,634,143 and 2,340,412,
respectively, of the Callable Warrants were outitagn

In October 2003, in conjunction with the issuantéhe Company’s Series C Convertible Preferred ISttt
“Series C"), the Company granted warrants to pwely367,114 shares of common stock to purchagére o
Series C at an exercise price of $0.7667 per shaese warrants are exercisable until October 088 2As of
December 31, 2007 and 2006, 1,194,315 and 1,398:@48ectively, of these warrants were outstanding.

In connection with the promissory notes issueddi@®and 2002, the Company granted warrants to paech
867,419 shares of common stock at an exercise pfi$6.4496 per share. These warrants expired tol2c 2007.
As of December 31, 2007 and 2006, zero and 351ré%pectively, of these warrants were outstanding.

8. Equity Incentive Plans

The Company currently has four equity incentiveplé&he “Plans”): the 2001 Stock Plan, the 200&IS®Rlan,
the 2005 Outside DirectorStock Plan, and the 2006 Stock Plan. All of thenPlaere approved by the stockhold
Options are subject to terms and conditions estiaddi by the Compensation Committee of the Compdyasd of
Directors. Options have a term of ten years aneéigdly vest at the rate of 25% one year from ttangdate and
monthly thereafter until the options are fully \vesbver four years. Certain option awards provateatcelerated
vesting if there is a change in control (as defimethe Plans). At the present time, managemeahit to issue new
common shares upon the exercise of stock options.

During the year ended December 31, 2007, the Coyngiaamted share-based awards under the 2006 Stack P
and the 2005 Outside Directors’ Stock Plan. The gamy had an aggregate of 12,625,000 shares of carstnok
reserved for issuance as of December 31, 200thd@3ktshares, 7,809,979 shares were subject taoditsg) option
and 1,308,338 shares were available for futuretgrainshare-based awards.
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A summary of the Company’s stock option award égtias of and for the years ended December 31, 2007
2006 is as follows:

Shares Weighted Weighted Aggregate
Underlying Average Exercisi Average Remaining Intrinsic
Stock Options Price per Share Contractual Term (yrs) Value
Outstanding at January 1, 20 8,535,75. $ 1.01
Granted 577,68. $ 2.6¢4
Exercisec (196,150 $ 0.8C
Cancelled/forfeitet (279,96) $ 1.2C
Outstanding at December 31, 2( 8,637,32. $ 1.12
Grantec 1,029,88 % 8.0¢
Exercisec (1,732,56) $ 1.11
Cancelled/forfeitet (124,65) $ 1.81
Outstanding at December 31, 2( 7,809,970 % 2.0¢ 6.5 $40.7 millior
Vested and expected to vest in the future at
December 31, 200 7,590,821 $ 1.91 6.4 $40.4 millior
Exercisable at December 31, 2( 5,867,46! $ 0.9t 5.8  $36.2 millior

The weighted average graa&te fair values of options granted during the yesded December 31, 2007, 2
and 2005 were $4.94 per share, $1.57 per sharglahfl per share, respectively. As of December 6272
$4.6 million of total unrecognized compensationtsaslated to non-vested stock option awards igeteg to be
recognized over a weighted average period of 2aBsy& he intrinsic value of options exercised dytime years
ended December 31, 2007, 2006 and 2005 was $1Bi&nm$342,355 and $935,188, respectively. Noliarefit
was realized for the tax deductions from optionreise of the share-based payment arrangements ietir ended
December 31, 2007.

The fair value of each option award is estimatedhendate of grant using a Black-Scholes-Mertomoopt
pricing model (“Black-Scholes model”) that uses #issumptions noted in the following table. Expecstaldtility is
based on historical volatility of the Company’s aoon stock and its peer group. The expected teraptibns
granted is based on analyses of historical empltgraeination rates and option exercises. The rigk-interest rate
is based on the U.S. Treasury yield for a periatsistent with the expected term of the option fieaifat the time ¢
the grant. The dividend yield assumption is basethe expectation of no future dividend paymentshiay
Company. Assumptions used in the Black-Scholes ineeee as follows:

Years Ended December 31,

2007 2006 2005
Expected volatility 70.(%  75.(% 76.(%
Average expected term (in yea 5.C 4.C 4.C
Risk-free interest rat 3.5-47% 4.6-5.1% 3.9%
Expected dividend yiel 0% 0% 0%
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The following table summarizes information for datgling and exercisable options as of Decembe2®17:

Options Outstanding Options Exercisable
Weighted Average = Weighted Weighted
Remaining Average Number Average
Number Contractual Exercise Vested and Exercise

Exercise Price Outstanding Life in Years Price Exercisable Price
$0.06- $ 0.43 4,192,93. 54 $ 04C 4,182,63' $ 0.4C
$0.44- $ 2.05 1,772,75 6. $ 19t 119220 $ 1.9z
$2.06- $ 4.10 827,54¢ 78 $ 3.0z 492,44F $ 3.2¢
$4.11- $10.37 1,016,74 95 $ 8.0¢ 187 $ 6.7¢
7,809,97! 6. $ 20 586746 $ 0.9t

Restricted stock awardsRestricted stock awards are grants that entidehblder to acquire shares of restric
common stock at a fixed price, which is typicallyminal. The shares of restricted stock cannot b ptedged, or
otherwise disposed of until the award vests andusmmwested shares may be reacquired by the Comparlyef
original purchase price following the awardee’srigration of service. Annual grants of restricteacktunder the
Outside Directors’ Stock Plan typically vest inlfifle first day the awardee may trade the Compastgsk in
compliance with the Company’s insider trading ppficllowing the date immediately preceding thetfaanual
meeting of stockholders following the grant date.

During the year ended December 31, 2007, the Coyniganed 105,000 restricted stock awards unde2@aé
Outside Directors’ Stock Plan. As of December 3107, these 105,000 outstanding restricted stockdsmaere
nonvested. The grawfate fair value of restricted stock awards grani@ihg the year ended December 31, 2007
$1.1 million, or $10.37 per share.

During the year ended December 31, 2006, the Coyniganed 90,000 restricted stock awards under @& 2
Outside DirectorsStock Plan. As of December 31, 2007, these 90,88icted stock awards were fully vested.
grant-date fair value of restricted stock awaramntgd during the year ended December 31, 2006 244 960, or
$2.72 per share. No restricted stock awards weneted in the year ended December 31, 2005. As oémber 31,
2007, total unrecognized compensation cost retatemvested shares was $364,140, which is expéutee
recognized over a weighted-average period of 4.5thso

9. Commitments and Contingencies

Operating Leases— The Company’s administrative offices and rededacilities are located in San Diego,
California. The Company leases an aggregate obappately 48,800 square feet of office and reseapzte.

In July 2007, the Company entered into two sublegseements with Avanir Pharmaceuticals, Inc. (‘diva
for Avanir's excess leased facilities in San Die@alifornia (the “Subleases”). The Company sublsase
approximately 48,800 square feet of office andaedespace for an initial monthly rent expenseppiraximately
$108,000, net of costs and property taxes assdordth the operation and maintenance of the subbtbéacilities.
The annual base rent is subject to approximatehadfmal increases each year throughout the terie of
subleases. In addition, the Company received &pttotaling approximately $1.0 million, of whiclé#4,000 was
included in deferred rent as of December 31, 200@. difference between the actual amount paid l@@dmount
recorded as rent expense in each fiscal year fesreeorded as an adjustment to deferred rentCBngpany will
pay a pro rata share of operating costs, insuremsts, costs of utilities and real property taxesiired by Avanir
for the subleased facilities.

One of the Subleases runs through August 2008.rasut, in July 2007, the Company entered inteesé
agreement (the “Lease”) with BC Sorrento, LLC (“BGrrento”) for these facilities through January 20Rayment
obligations under the Lease will not commence Beiptember 2008 after the obligations in the stesrtr Sublease
have concluded. The annual base rent is subjegigmximately 4% annual increases each year
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throughout the term of the Lease. Under the LeahgseCompany received an allowance for the costrudirt
improvements totaling $276,000 and will receiveefrent totaling approximately $219,000 beginnin@@ptember
2008. The difference between the actual amountqaithe amount recorded as rent expense in esw@l fiear ha
been recorded as an adjustment to deferred rent.

Additionally, the Company leases certain officeipquent under operating leases. Total rent experse w
approximately $1,050,000, $297,000 and $238,00thiyears ended December 31, 2007, 2006 and 2005,
respectively.

Approximate annual future minimum operating leaagnpents as of December 31, 2007 are as follows:

Operating

Year _ Leases
2008 $ 943,00(
2009 1,480,001
2010 1,606,001
2011 1,663,001
2012 1,729,001
Thereafte 67,00(

Total minimum lease paymer $7,488,00

Material Agreements— In September 2007, Halozyme entered into the iBagard License with Baxter.
Under the terms of the Gammagard License, Baxteirdd a worldwide, exclusive license to develog an
commercialize product combinations of rHUPH20, veitburrent Baxter product, Gammagard Ligiid Under the
terms of the Gammagard License, Baxter paid thegammya nonrefundable upfront payment of $10 millidoe to
the Company’s continuing involvement obligatioree $10 million upfront payment was deferred anleisig
recognized over the term of the Gammagard License.

Pending successful completion of a series of reguiand sales milestones, Baxter may make furthikstone
payments totaling $37 million to us. In additiorgx®er will pay royalties on the sales, if any, lné {products that
result from the collaboration. The Gammagard Liegssapplicable to both kit and co-formulation canaltions.
Baxter will assume all development, manufacturaligical, regulatory, sales and marketing costsauride
Gammagard License, while Halozyme will be respdeditx the supply of the rHUPH20 enzyme. In additiBaxte
has certain product development and commerciatizatbligations in major markets identified in ther@magard
License.

In February 2007, the Company amended certain agmets with Baxter for Hylenex and entered into & ne
agreement, collectively the Baxter Agreementskitsrand co-formulations with rHuUPH20. Under therte of the
Baxter Agreements, Baxter paid a nonrefundableompipayment of $10 million and, pending the sudtgss
completion of a series of regulatory and sales sy&axter will make milestone payments to us witichld
potentially reach a value of up to $25 million.dddition, Baxter will make payments to Halozymedshsn the
sales of products covered under the Baxter AgrembenFebruary 2007, Baxter prepaid $1.0 millidrsach
productbased payments in connection with the executidhe@Baxter Agreements. In January 2008, Baxtergit
another $3.5 million of such product-based paymantkis obligated to prepay $5.5 million of addi&b product-
based payments on or prior to January 1, 2009.eBaxtl also now assume all development, manufaog,r
clinical, regulatory, sales and marketing costthefproducts covered by the Baxter Agreements.Gdrapany will
continue to supply Baxter with the API for Hylenexid Baxter will fill and finish Hylenex and holtfor
subsequent distribution. In addition, Baxter witain a worldwide, exclusive license to develop aathmercialize
product combinations of rHUPH20 with Baxter hydsatfluids and generic small molecule drugs, with éxceptiol
of combinations with (i) bisphosphonates, (ii) sttgic and (iii) cytotoxic chemotherapeutic agetits, rights to
which have been retained by us. Additionally, Baxt#l make product-based payments on the
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sales, if any, of the products that result fromdbBaboration. Due to the Company’s continuingdlvement
obligations, the $10 million upfront payment wasedeed and is being recognized over the term ofitireements.

In December 2006, Halozyme entered into the Rodre@ment with Roche for Enhanze Technology. Under
the terms of the Roche Agreement, Roche obtaineoralwide, exclusive license to develop and comiiadine
product combinations of rHUPH20 and up to thirtBeche target compounds resulting from the collatxmra
Roche paid $20 million as an initial upfront licerfee for the application of rHuPH20 to three pefirced Roche
biologic targets. Pending the successful completfoa series of clinical, regulatory, and salesnesiegRoche will
pay the Company further milestones which could piaély reach a value of up to $111 million. In @tlth, Roche
will pay the Company royalties on product salestfiese first three targets. Over the next ten y&she will also
have the option to exclusively develop and comnadimg rHUPH20 with an additional ten targets tademntified by
Roche, provided that Roche will be obligated to pagtinuing exclusivity maintenance fees to Halogyimorder tc
maintain its exclusive development rights for thiesgets. For each of the additional ten target€h@ may pay
Halozyme further upfront and milestone paymentsmfo $47 million per target, as well as royaltesproduct
sales for each of these additional ten targetsitidaally, Roche will obtain access to the Compangxpertise in
developing and applying rHUPH20 to Roche targets.

In December 2006, the Company amended its Comnh&wgpply Agreement (the “Amendment”) with Avid
Bioservices, Inc. (“Avid”) which was originally eerted into in February 2005. Under the terms ofAhwndment,
the Company is committed to certain minimum anquathases of API equal to two quarters of forechstpply.
In addition, Avid has the right to manufacture aougply a certain percentage of the API that willsed in the
Company’s Cumulase and Hylenex products.

Legal Contingencies— From time to time the Company is involved indkgctions arising in the normal
course of its business. The Company is not pressabject to any material litigation nor, to managat’'s
knowledge, is any litigation threatened againstGbenpany that collectively is expected to have #enie adverse
effect on the Company’s cash flows, financial ctindior results of operations.

10. Income Taxes

Significant components of the Company’s net detkta assets at December 31, 2007 and 2006 arenshow
below. A valuation allowance of $28.6 million anti7$8 million has been established to offset thede&trred tax
assets as of December 31, 2007 and 2006, resggctgeaealization of such assets is uncertain.

2007 2006

Deferred tax asset

Net operating loss carryforwar $ 15,303,000  $ 15,134,00

Deferred revenu 7,639,001 —

Research and development cre 4,321,001 2,081,001

Share-based compensatic 696,00( 386,00(

Depreciatior 95,00( 92,00(

Other, ne 505,00( 71,00(
Total deferred tax asse 28,559,00 17,764,00
Valuation allowance for deferred tax ass (28,559,00) (17,764,00)
Net deferred tax asse $ —  $ —
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The provision for income taxes on earnings sulifpgagicome taxes differs from the statutory fed@mabme tax
rate at December 31, 2007, 2006 and 2005, duesttotiowing:

2007 2006 2005
Federal income tax rate of 34 $ (8,125,00) $(5,016,00)  $(4,514,00i)
State income tax, net of federal ben (1,394,000 (861,000 (775,000
Research and development cre (2,133,00) (615,000 (573,000
Tax effect on no-deductible expenses and otl 857,00( 286,00( (196,000
Increase in valuation allowan 10,795,00 6,206,00! 6,058,00!

$ — 3 — 3 —

At December 31, 2007, the Company had federal aiflothia tax net operating loss carryforwards of
approximately $47.7 million and $48.8 million, whiwill begin to expire in 2018 and 2010, respedtivanless
previously utilized. At December 31, 2007, the Campalso had federal and California research amdldpment
tax credit carryforwards of approximately $3.0 oifl and $1.9 million, respectively, which will begio expire in
2024 unless previously utilized. The tax benefiapproximately $9.5 million of net operating lossatributable to
stock option deductions, will be credited to eqifitsealized.

Pursuant to Internal Revenue Code Section 382rthaal use of the net operating loss carryforwarab
research and development tax credits could bedaity any greater than 50% ownership change darngghree-
year testing period. As a result of any such owhmiprshange, portions of the Comp/s net operating loss
carryforwards and research and development taxtsragk subject to annual limitations. The Compaatently
completed a Section 382 analysis regarding thediioh of the net operating losses and researcldenelopment
credits. Based upon the analysis, the Companyrdated that ownership changes occurred in priorgiddowever,
the annual limitations on net operating loss arséaech and development tax credit carryforwardsnet have a
material impact on the future utilization of suarryforwards.

The Company adopted the provisions of FIN 48 omdanl, 2007. The adoption of FIN 48 did not imphet
Company’s consolidated financial position or resolt operations. At the date of adoption and atedwer 31,
2007, the Company’s unrecognized income tax benafitl uncertain tax provisions were not materidlaould
not, if recognized, affect the effective tax rafbe Company does not anticipate that there wik lsggnificant
change in the unrecognized tax benefits withinninet 12 months.

Interest and/or penalties related to uncertainrmetax positions are recognized by the Company as a
component of income tax expense. For the year ebdedmber 31, 2007, the Company did not recogmiye a
interest or penalties.

The Company is subject to taxation in the U.S. iangarious state jurisdictions. The Company’s taang for
1998 and forward are subject to examination byt and California tax authorities due to the yamvard of
unutilized net operating losses and research anelag@ment credits.

11. Related Party Transactions

In July 2007, the Company entered into two subleggeements with Avanir for Avanir’s excess leased
facilities in San Diego, California (the “Subleae®ne of the Subleases runs through August 288& result, in
July 2007, the Company entered into a lease agmdthe “Lease”) with BC Sorrento for these fa@i through
January 2013. Connie Matsui, a director of the Camgpand her husband have a controlling ownerstgrést in
an entity that holds a minority ownership positioBBC Sorrento. In addition, this entity currensigrves as the
managing member of BC Sorrento. The transactioh B Sorrento was reviewed and approved by the @ogip
Board of Directors in accordance with the Compamnglated party transaction policy.
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In December 2006, Halozyme entered into a licegseeanent with a related party, Nektar Therapeutlcs
Corporation (“Nektar”) under which the Company oial a license to certain intellectual properthtggand
proprietary technology of Nektar. Nektar’s co-foendChief Scientific Officer and Director, Dr. JoRatton, is
currently a member of the Company’s Board of DiwextDr. Patton recused himself from the segmefniseo
various Board of Directors meetings at which thémsaction was discussed, evaluated or approvedCompany
paid Nektar $75,000 in January 2007 under the tefitisis agreement and is obligated to make cepajyments in
the future upon achieving certain specified milastband royalties on product sales.

12. Summary of Unaudited Quarterly Financial Infamation

The following is a summary of the Company’s unaedliguarterly statement of operations data derixeu f
unaudited consolidated financial statements inadudehe Quarterly Reports on Form 10-Q:

Quarters Ended

2007 (Unaudited) March 31, June 30, September 30 December 31
Total revenue $ 810,21 $ 70851« $ 942,88. $ 1,337,90
Total operating expens $ 4,890,620 $ 6,542,831 $ 9,252,53. $11,263,73
Net loss $ (3,357,30) $(4,801,70) $(7,028,78) $ (8,708,39)
Net loss per share, basic and dilu $ (0.05 % 0.0 $ (0.09 % (0.11)
Shares used in computing net loss per shar:

basic and dilute: 69,984,93 73,217,96 76,502,86 77,459,80

Quarters Ended

2006 (Unaudited) March 31, June 30, September 30 December 31
Total revenue $ 73,28. $ 119,66 $ 36247t $ 426,32
Total operating expens $ 3,746,32. $ 3,534,63! $ 4,188,51. $ 5,095,13,
Net loss $(3,490,19) $ (3,232,79) $(3,651,03) $ (4,377,96)
Net loss per share, basic and dilu $ (0.06) $ 0.05) 3 (0.06) $ (0.07)
Shares used in computing net loss per shar:

basic and dilute: 60,456,46 61,841,86 62,731,25 65,402,77
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RIGHTS AGREEMENT

This Rights Agreement (“Rights Agreement”)tethas of May 4, 2006, as amended on NovemberQl¥, between Halozyme
Therapeutics, Inc., a Nevada corporation (the “Camyp), and Corporate Stock Transfer (the “RighteAg).

WITNESSETH:

WHEREAS, the Board of Directors of the CompanyMay 4, 2006 (i) authorized the issuance and¢hded a dividend of one right
(“Right”) for each share of the common stock, palue $0.001 per share, of the Company outstandiraf #he Close of Business (as such
term is hereinafter defined) on May 29, 2006 (tRec¢ord Date”), each Right representing the riglgurchase one one-thousandth of a share
of Series A Preferred Stock of the Company hauimegrights, powers and preferences set forth iridiva of Certificate of Designation
attached hereto as Exhibitupon the terms and subject to the conditions hefeinset forth, and (ii) further authorized thsuiance of one
Right with respect to each share of Common Stodk®Company that shall become outstanding bettfeeRecord Date and the
Distribution Date (as such term is hereinafter rodi);

NOW, THEREFORE, in consideration of the prezsiand the mutual agreements herein set fortipatiges agree as follows:

1. Certain DefinitionsFor purposes of this Rights Agreement the follgpierms shall have the meanings indicated:

(a) “Acquiring Person” shall mean anydeer (as such term is hereinafter defined) who achiyiiogether with all Affiliates (as such
term is hereinafter defined) and Associates (ab geren is hereinafter defined) of such Person diethe Beneficial Owner (as such term is
hereinafter defined) of twenty percent (20%) or enof the outstanding Common Stock of the Compaiithowt the prior approval of the
Board of Directors; providedhowever, that in no event shall a Person who or whicheter with all Affiliates and Associates of such
Person, is the Beneficial Owner of less than 20%hefCompanys outstanding Common Stock, become an AcquiringdPesolely as a rest
of a reduction of the number of shares of outstasmdlommon Stock, including repurchases of outstanghares of Common Stock by the
Company, which reduction increases the percenthgaetstanding shares of Common Stock beneficialmed by such Person; provided
further, that if a Person shall become the Beneficial Qvai@0% or more of the Company’s outstanding Comr8tock then outstanding
solely by reason of a reduction of the number afss of outstanding Common Stock, and shall themeb&come the Beneficial Owner of
any additional shares of Common Stock of the Comptinen such Person shall be deemed to be an Aeguerson unless upon the
consummation of the acquisition of such additiatares of Common Stock such person does not owno20Bbre of the shares of Common
Stock then outstanding. An Acquiring Person shallinclude an Exempt Person (as such term is hefteindefined). Notwithstanding the
foregoing, if (i) either (x) the Board of Directodgtermines in good faith that a Person who wothérmwvise be an Acquiring Person, as
defined pursuant to the foregoing provisions o fhéragraph (a), has become such inadvertentlgimg, without limitation,




because (A) such Person was unaware that it bébfiowned a percentage of Common Stock that wotierwise cause such Person to be
an Acquiring Person or (B) such Person was awatleeoéxtent of its Beneficial Ownership but hadastual knowledge of the consequences
of such Beneficial Ownership under this Rights Asgnent) and without any intention of changing ohliehcing control of the Company, or
(y) within two Business Days of being requestedh®/Company to advise the Company regarding samb, Rerson certifies in writing that
such Person acquired Beneficial Ownership of 20¥%hare of the Compang’outstanding Common Stock inadvertently or witHomgwledge

of the terms of the Rights, and (ii) such Persaeslis as promptly as practicable a sufficient nunabehares of Common Stock so that such
Person would no longer be an Acquiring Persongéiseld pursuant to the foregoing provisions of ffasagraph (a), then such Person shall
not be deemed to be or to have become an Acquiimgon for any purposes of this Rights Agreement.

(b) “Affiliate” and “Associate” shall havthe respective meanings ascribed to such teriRalan12b-2 of the General Rules and
Regulations under the Exchange Act as in effe¢herdate of this Rights Agreement.

(c) A Person shall be deemed the “Berafi@wner” of any securities
(i) which such Person or any of sBeson’s Affiliates or Associates beneficially aydirectly or indirectly;

(ii) which such Person or any oflslerson’s Affiliates or Associates, directly odiirectly, has (A) the right to acquire (whether
such right is exercisable immediately or only after passage of time) pursuant to any agreemeatgament or understanding (other than
customary agreements with and between underwateisselling group members with respect to a bategublic offering of securities),
whether or not in writing, or upon the exerciseofversion rights, exchange rights, rights (othantthe Rights), warrants or options, or
otherwise; provided however, that a Person shall not be deemed the Benefiwiader of, or to “beneficially own,” securities tesrdd
pursuant to a tender or exchange offer made by Bacson or any of such Person’s Affiliates or Agstes until such tendered securities are
accepted for purchase or exchange; or (B) the t@ghote or dispose of or has “beneficial ownership(as determined pursuant to Rule 13d-
3 of the General Rules and Regulations under tleh&hge Act, or any comparable or successor rulelyding pursuant to any agreement,
arrangement or understanding (whether or not iting); provided, however, that a Person shall reotlbemed the Beneficial Owner of, or to
“beneficially own”,any securities if the agreement, arrangement oenstahding to vote such security (1) arises sdtely a revocable prox
or consent given in response to a public proxyomsent solicitation made pursuant to, and in acard with, the applicable rules and
regulations of the Exchange Act and (2) is not #i&m reportable by such Person on Schedule 13Bruhd Exchange Act (or any
comparable or successor report); or

(iif) which are beneficially ownedirectly or indirectly, by any other Person withialihsuch Person or any of such Person’s
Affiliates or Associates has any agreement, arnangge: or understanding (whether or not in writing) the purpose of acquiring, holding,
voting (except as described in the proviso to da@ of subparagraph (i) of this Section 1(c)d@posing of any securities of the Compe
provided, however, that no




Person who is an officer, director or employeeroEaempt Person shall be deemed, solely by reassuch Person’s status or authority as
such, to be the Beneficial Owner of, to have “bai@fownership” of or to “beneficially own” any eerities that are “beneficially owned” (as
defined in this Section 1(c)), including, withoirhitation, in a fiduciary capacity, by an Exemptr&m or by any other such officer, director
or employee of an Exempt Person.

For all purposes of this Rights Agreement, ealgulation of the number of shares of Common IStagstanding at any particular time,
including any calculation for purposes of determgnthe particular percentage of such outstandiageshof Common Stock of which any
Person is the Beneficial Owner, shall be made aorance with the last sentence of Rule 13d-3(€)(df the General Rules and Regulations
under the Exchange Act as in effect on the datedfer

(d) “Board of Directors” shall mean ther@pany’s Board of Directors.

(e) “Business Day” shall mean any dayothan a Saturday, Sunday, or a day on which NAQ@DAbanking institutions in the State
of New York or the State of California are authedzor obligated by law or executive order to close.

(f) “Close of Business” on any given dskball mean 5:00 P.M., Pacific time, on such dateyided, however, that if such date is not a
Business Day it shall mean 5:00 P.M., Pacific timethe next succeeding Business Day.

(g) “Common Stock” when used with refareno the Company shall mean the common stockygdae $0.001 per share, of the
Company. “Common Stock” when used with referencanp Person other than the Company which shaltgpanized in corporate form shall
mean the capital stock or other equity securithlie greatest per share voting power of such Remsdf such Person is a Subsidiary of ¢
controlled by another Person, the Person whicmaligly controls such first-mentioned Person. “Comi8tock” when used with reference to
any Person other than the Company which shall eatrbanized in corporate form shall mean unitsesfdficial interest which shall represent
the right to participate in profits, losses, dethres and credits of such Person and which shadiniged to exercise the greatest voting power
per unit of such Person.

(h) “Common Stock Equivalents” shall hakie meaning set forth in Section 11(a)(iii) hereof
(i) “Company” shall have the meaningfeeth in the preamble hereto.

(i) “Current Market Price” shall have theaning set forth in Section 11(d) hereof.

(k) “Current Value” shall have the meanset forth in Section 11(a)(iii) hereof.

() “Distribution Date” shall have the ar@ng set forth in Section 3(a) hereof.
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(m) “Exchange Act” shall mean the SedesiExchange Act of 1934, as amended.

(n) “Exempt Person” shall mean the Conypamany Subsidiary of the Company, including, withlimitation, in its fiduciary capacity,
any employee benefit plan or employee or diredimclsplan of the Company or of any Subsidiary & @ompany, or any Person, organized,
appointed, established or holding Common Stoclofgursuant to the terms of any such plan or amgdPefunding other employee benefits
for employees of the Company or any Subsidianhef@ompany.

(o) “Expiration Date” shall have the memnset forth in Section 7(a) hereof.

(p) “Final Expiration Date” shall havestmeaning set forth in Section 7(a) hereof.

(q) “Flip-In Event” shall mean any evelgscribed in Section 11(a)(ii)(A), 11(a)(ii))(B) bt (a)(ii))(C) hereof.
(n) “Flip-In Trigger Date” shall have timeeaning set forth in Section 11(a)(iii) hereof.

(s) “Flip-Over Event” shall mean any etvdascribed in clause (x), (y) or (z) of Sectiorfa)hereof.

(t) “NASDAQ” shall have the meaning setth in Section 9(b) hereof.

(u) “Person” shall mean any individuaipf, corporation, partnership, trust, limited liityi company or other entity, and shall include
any successor (by merger or otherwise) theredieneto.

(v) “Preferred Stock” shall mean the 8sii\ Preferred Stock, $0.001 par value of the Camwpbaving the rights, powers and
preferences set forth in Exhibittereto, and, to the extent that there is not acseift number of shares of Series A Preferred Stathorize«
to permit the full exercise of the Rights, any otberies of Preferred Stock, $0.001 par valuehef@ompany designated for such purpose
containing terms substantially similar to the tewwhthe Series A Preferred Stock.

(w) “Preferred Stock Equivalent” shalieahe meaning set forth in Section 11(b) hereof.
(x) “Principal Party” shall have the meaanset forth in Section 13(b) hereof.

(y) “Purchase Price” shall have the megrset forth in Section 4(a) hereof.

(z) “Record Date” shall have the meargegforth in the Recitals within this Rights Agresmh
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(aa) “Redemption Date” shall have the mieg set forth in Section 7(a) hereof.
(bb) “Redemption Price” shall have theamiag set forth in Section 23(a) hereof.
(cc) “Right Certificate” shall have theeaming set forth in Section 3(a) hereof.
(dd) “Securities Act” shall mean the Sgtes Act of 1933, as amended.

(ee) “Spread” shall have the meaningah in Section 11(a)(iii) hereof.

(ff) “Stock Acquisition Date” shall medine first date of public announcement by the Comparan Acquiring Person that an
Acquiring Person has become such or such earlterataa majority of the directors shall become awéithe existence of an Acquiring
Person.

(g9) “Substitution Period” shall have theaning set forth in Section 11(a)(iii) hereof.

(hh) “Subsidiary” of a Person shall meay corporation or other entity of which securitieosther ownership interests having ordinary
voting power sufficient to elect a majority of theard of directors or other persons performing Isinfunctions are beneficially owned,
directly or indirectly, by such Person and any oogtion or other entity that is otherwise contrdlley such Person.

(i) “Summary of Rights” shall have theeaming set forth in Section 3(b) hereof.

(ih) “Trading Day” shall mean a day oniatinthe principal national securities exchange tiictvthe shares of Common Stock are listed
or admitted to trading is open for the transactibhusiness or, if the shares of Common Stock atdisted or admitted to trading on any
national securities exchange, a Business Day.

(kk) “Triggering Event” shall mean anyesn described in Section 11(a)(ii)(A), 11(a)(ii)(@&) 11(a)(ii)(C) or Section 13 hereof.

(I “Voting Power” shall mean the votipgwer of all securities of the Company then ouiditag and generally entitled to vote for the
election of directors of the Company.

Any determination required by the definitiammntained in this Section 1 shall be made by thaer8of Directors in its good faith judgme
which determination shall be binding on the Righgent and the holders of the Rights.

2. Appointment of Rights AgenThe Company hereby appoints the Rights Agenttasiagent for the Company in accordance with the
terms and conditions hereof, and the Rights Agenglby accepts such appointment. The Company maytfroe to time appoint a
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co-Rights Agent as it may deem necessary or désirabthe event the Company appoints one or mo+#Rights Agents, the respective dut
of the Rights Agents and any Co-Rights Agents dimks the Company shall determine.

3. Issuance of Right Certificates

(a) Until the earlier of (i) the Stock duisition Date (or, if the Stock Acquisition Dateonirs before the Record Date, the Close of
Business on the Record Date) or (i) the tenth Bess Day (or such later date as may be determipadtion of the Board of Directors prior
to such time as any Person becomes an AcquiringpReafter the date of the commencement by anyRéather than an Exempt Person’
or of the first public announcement of the inteh&woy Person (other than an Exempt Person) to coroen@vhich intention to commence
remains in effect for five business days after smmhouncement), a tender or exchange offer uposubeessful consummation of which such
Person, together with its Affiliates and Associatesuld be the Beneficial Owner of 20% or moretad butstanding Common Stock
(irrespective of whether any shares are actualiglmsed pursuant to any such offer) (including sush date which is after the date of this
Rights Agreement and prior to the issuance of tightR; the earlier of such dates being herein refeto as the “Distribution Date”), (x) the
Rights will be evidenced (subject to the provisiohSection 3(c) hereof) by the certificates fag tbommon Stock registered in the names of
the holders of the Common Stock and not by sep&igtat Certificates, and (y) each Right will bentsgerable only in connection with the
transfer of a share (subject to adjustment as metfiter provided) of Common Stock. As soon as perabie after the Distribution Date, the
Rights Agent will mail, by first-class, postage paél mail, to each record holder of the Common IStscof the Close of Business on the
Distribution Date, as shown by the records of thenBany, to the address of such holder shown onmaeciids, a Right certificate in
substantially the form of Exhibit Bereto (a “Right Certificate”) evidencing one Ridbit each share of Common Stock so held. As of and
after the Distribution Date the Rights will be esticted solely by such Right Certificates.

(b) On the Record Date, or as soon adipedble thereafter, the Company will send a copy Summary of Rights to Purchase
Preferred Stock, substantially in the form attachetto as Exhibit Ca “Summary of Rights”), by first-class, postagepaid mail, to each
record holder of Common Stock as of the Close dfiless on the Record Date, at the address of saldartshown on the records of the
Company.

(c) Rights shall be issued in respealb$hares of Common Stock that are issued (eé&hem original issuance or from the Company’s
treasury) after the Record Date prior to the eadf¢he Distribution Date or the Expiration Dat¥ith respect to certificates representing such
shares of Common Stock, the Rights will be eviddrimesuch certificates for Common Stock registénditie names of the holders thereof
together with the Summary of Rights. Until the Bistition Date (or, if earlier, the Expiration Daté)e surrender for transfer of any certific
for Common Stock outstanding on the Record Datéh(asi without a copy of the Summary of Rights ditat thereto), shall also constitute
the surrender for transfer of the Rights associafittthe Common Stock represented thereby.

(d) Certificates issued for Common St(iokluding, without limitation, certificates issuegon transfer or exchange of Common St
after the Record Date but prior




to the earlier of the Distribution Date or the Engtion Date shall have impressed on, printed oittesron or otherwise affixed to them the
following legend:

This certificate also evidences and entitles thddrdhereof to certain Rights as set forth in thgh®s Agreement between Halozyme
Therapeutics, Inc. and Corporate Stock TransfeRigsts Agent, dated as of May 4, 2006, as the samebe amended from time to time
(the “Rights Agreement”), the terms of which aredrporated herein by reference and a copy of wisicim file at the principal executive
office of Halozyme Therapeutics, Inc.. Under cert@ircumstances, as set forth in the Rights Agregnseich Rights will be evidenced by
separate certificates and will no longer be eviegedray this certificate. Halozyme Therapeutics, imd. mail to the holder of this certifica
a copy of the Rights Agreement without charge afteeipt by it of a written request therefonder certain circumstances as provided in
the Rights Agreement, Rights issued to, benefigiaivned by or transferred to any Person who is ecbmes an Acquiring Person (as
such terms are defined in the Rights Agreement)aor Associate or Affiliate (as such terms are defthim the Rights Agreement) there:
and certain transferees thereof will be null andidoand will no longer be transferable

With respect to such certificates containing thedoing legend, the Rights associated with the Com8tock represented by such certific
shall, until the Distribution Date, be evidencedsogh certificates alone, and registered holdefomfimon Stock shall also be the registered
holders of the associated Rights, and the surrdodéransfer of any such certificate shall alsost@ute the surrender for transfer of the
Rights associated with the Common Stock represahtdby. In the event that the Company purchasasdquires any shares of Common
Stock after the Record Date but prior to the eadfahe Distribution Date, the Redemption Datelar Expiration Date, any Rights associated
with such shares of Common Stock shall be deemeckézd and retired so that the Company shall nentided to exercise any Rights
associated with the shares of Common Stock no tomggstanding.

Notwithstanding this subsection (d), the oiis®f a legend shall not affect the enforceabitifyany part of this Rights Agreement or the
rights of any holder of the Rights.

4. Form of Right Certificates

(a) The Right Certificates (and the formfiglection to purchase shares and of assignrodye printed on the reverse thereof), when, as
and if issued, shall be substantially in the foehferth in Exhibit Bhereto and may have such marks of identificatiodesignation and such
legends, summaries or endorsements printed thaetre Company may deem appropriate and as anecoosistent with the provisions of
this Rights Agreement, or as may be required toptpmwith any law or with any rule or regulation neagursuant thereto or with any rule or
regulation of any stock exchange on which the Righay from time to time be listed, or to confornutage. Subject to the provisions of
Sections 11, 13 and 22 hereof, the Right Certiéisa&videncing the Rights issued on the Record Rdtenever such certificates are issued,
shall be dated as of the Record Date and the Rigttificates evidencing Rights to holders of recof€Common Stock issued after the Rex
Date shall be dated as of the Record Date but alsallbe dated to reflect the date of issuancedf Right Certificate. On their face, Right
Certificates shall entitle the holders thereof toghase, for each Right, one one-
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thousandth of a share of Preferred Stock, or atbeurities or property as provided herein, as dmeesmay from time to time be adjusted as
provided herein, at the price per one one-thoudeoida share of Preferred Stock of $25.00, asdhgesmay from time to time be adjusted as
provided herein (the “Purchase Price”).

(b) Notwithstanding any other provisidrtlis Rights Agreement, any Right Certificate thegtresents Rights that are or were at any
time on or after the earlier of the Stock AcquitDate or the Distribution Date beneficially owrtgdan Acquiring Person or any Affiliate
Associate thereof (or any transferee of such R)gitall have impressed on, printed on, written patberwise affixed to it (if the Company
or the Rights Agent has knowledge that such Passan Acquiring Person or an Associate or Affilitiereof or transferee of such Person
a nominee of any of the foregoing) the followingded:

The beneficial owner of the Rights representedhiy/Right Certificate is an Acquiring Person orAdfiliate or Associate (as such terms
are defined in the Rights Agreement) of an Acqgifterson or a subsequent holder of such Rightficatés beneficially owned by such
Persons. Accordingly, this Right Certificate and Rights represented hereby are null and void ahdaevionger be transferable as
provided in the Rights Agreement.

The provisions of Section 11(a)(ii) and Sectiono24his Rights Agreement shall be operative whetrarot the foregoing legend is contair
on any such Right Certificates.

5. Countersignature and Registration

(a) The Right Certificates shall be exedwn behalf of the Company by its Chief Execu@ifécer, its President or any Vice Preside
either manually or by facsimile signature, and haffixed thereto the Company’s seal or a facsifikreof which shall be attested by the
Secretary or an Assistant Secretary of the Compeither manually or by facsimile signature. TheMRiGertificates shall be countersigned,
either manually or by facsimile, by the Rights Agand shall not be valid for any purpose unlessamtersigned. In case any officer of the
Company who shall have signed any of the Rightifiztes shall cease to be such officer of the Camybefore countersignature by the
Rights Agent and issuance and delivery by the Campsuch Right Certificates, nevertheless, maydumtersigned by the Rights Agent,
issued and delivered with the same force and effethough the person who signed such Right Gextés had not ceased to be such officer
of the Company; and any Right Certificate may lgmed on behalf of the Company by any person whiheaactual date of the execution of
such Right Certificate, shall be a proper officethe Company to sign such Right Certificate, alitjo at the date of the execution of this
Rights Agreement any such person was not suchfeeof

(b) Following the Distribution Date, tRéghts Agent will keep or cause to be kept, at ohi¢s offices designated for such purposes,
records for registration and transfer of the Righttificates issued hereunder. Such records shaiv she names and addresses of the
respective holders of the Right Certificates, thmher of Rights evidenced on its face by each @Rlght Certificates, the date of each of the
Right Certificates and the certificate numberseach of the Right Certificates.
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6. Transfer, Split Up, Combination and Exdp@of Right Certificates; Mutilated, Destroyed, t o6 Stolen Right Certificates

(a) Subject to the provisions of Secti@(es), 11(a)(ii) and 14 hereof, at any time after €Close of Business on the Distribution Date
at or prior to the Close of Business on the ExmiraDate, any Right Certificate or Certificatesh@t than Right Certificates representing
Rights that have become null and void pursuaneti®@n 11(a)(ii) hereof or that have been exchameduant to Section 24 hereof) may be
(i) transferred or (ii) split up, combined or exolyad for another Right Certificate or Right Cectifies, entitling the registered holder to
purchase a like number of shares of Preferred Sinokher securities as the Right Certificate agtRiCertificates surrendered then entitled
such holder to purchase. Any registered holderidgsio transfer any Right Certificate shall sudenthe Right Certificate at the office of the
Rights Agent designated for such purposes witHdha of assignment on the reverse side thereof datjorsed (or enclose with such Right
Certificate a written instrument of transfer inffosatisfactory to the Company and the Rights Ageluly executed by the registered holder
thereof or his attorney duly authorized in writigagd with such signature guaranteed by a membeiseturities approved medallion progr
Any registered holder desiring to split up, combimeexchange any Right Certificate shall make secfuest in writing delivered to the Rig|
Agent, and shall surrender the Right Certificat®mht Certificates to be split up, combined orleaeged at the office of the Rights Agent
designated for such purposes. Thereupon the Rigieat shall, subject to Sections 4(b), 7(e), 11 &hdhereof, countersign (by manual or
facsimile signature) and deliver to the Persortledtthereto a Right Certificate or Right Certifies, as the case may be, as so requested. Th
Company may require payment of a sum sufficiemioier any tax or governmental charge that may m@g®ad in connection with any
transfer, split up, combination or exchange of Rigértificates.

(b) Subject to the provisions of Sectidrfa)(ii) hereof, upon receipt by the Company drelRights Agent of evidence reasonably
satisfactory to them of the loss, theft, destructio mutilation of a Right Certificate, and, in easf loss, theft or destruction, of indemnity or
security reasonably satisfactory to them, ancediiested by the Company, reimbursement to the Coyrgfaall reasonable expenses
incidental thereto, and upon surrender to the Rigigient and cancellation of the Right Certificdtautilated, the Company will execute and
deliver a new Right Certificate of like tenor t@tRights Agent for delivery to the registered owindieu of the Right Certificate so lost,
stolen, destroyed or mutilated.

7. Exercise of Rights; Purchase Price; EximnaDate of Rights

(a) Subject to Section 11(a)(ii) herab& Rights shall become exercisable, and may beiered to purchase Preferred Stock, except as
otherwise provided herein, in whole or in partia eme after the Distribution Date upon surrenofethe Right Certificate, with the form of
election to purchase on the reverse side therdgfeckecuted (with such signature duly guarantetedie Rights Agent at the office of the
Rights Agent designated for that purpose, togetlir payment of the Purchase Price with respeetith Right exercised, subject to
adjustment as hereinafter provided, at or priaghtoClose of Business on the earlier of (i) Mag@16 (the “Final Expiration Date”), (ii) the
time at which the Rights are redeemed as provide&Ection 23 hereof (such date being herein refaoas the “Redemption Date”) or
(iii) the




time at which all such Rights are exchanged asigealvin Section 24 hereof (the earliest of (i), &ind (iii) being herein referred to as the
“Expiration Date”).

(b) The Purchase Price and the numbehaffes of Preferred Stock or other securities psideration to be acquired upon exercise of a
Right shall be subject to adjustment from timeirieetas provided in Sections 11 and 13 hereof. Turetase Price shall be payable in lawful
money of the United States of America, in accoréanmith Section 7(c) hereof.

(c) Except as provided in Section 11{ph@reof, upon receipt of a Right Certificate witie form of election to purchase duly execu
accompanied by payment of the Purchase Price @isasuount may be reduced pursuant to Section lifj(agreof) or so much thereof as is
necessary for the shares to be purchased and amastual to any applicable tax or governmentaigdaby cash, certified check or official
bank check payable to the order of the Compani@Rights Agent, the Rights Agent shall, subje@eation 20(k) hereof, thereupon
promptly (i) requisition from any transfer agenttbé Preferred Stock (or make available if the Rigkgent is the transfer agent) certificates
for the number of shares of Preferred Stock saedeo be purchased and the Company will complyterdby authorizes and directs such
transfer agent to comply with all such requestsréguisition from the Company the amount of casbe paid in lieu of issuance of fractiol
shares in accordance with Section 14(b) hereof(i@ngromptly after receipt of such Preferred taertificates cause the same to be
delivered to or upon the order of the registerdddroof such Right Certificate, registered in snelme or names as may be designated by
holder, and, when appropriate, after receipt ofcé&h requisitioned from the Company promptly delisuch cash to or upon the order of the
registered holder of such Right Certificate. In évent of a purchase of securities, other thareed Stock, pursuant to Section 11(a) or
Section 13 hereof, the Rights Agent shall promfatke the appropriate actions corresponding todhegbing clauses (i) through (iii). In the
event that the Company is obligated to issue atbeurities of the Company, pay cash and/or digiibther property pursuant to Section 11
(a) hereof, the Company will make all arrangemeaetsessary so that such other securities, cashrasttiér property are available for
distribution by the Rights Agent, if and when apprate.

(d) Except as otherwise provided herngirtase the registered holder of any Right Cestéicshall exercise less than all the Rights
evidenced thereby, a new Right Certificate evideg&ights equivalent to the Rights remaining uneised shall be issued by the Rights
Agent to the registered holder of such Right Ciedtt or to his duly authorized assigns, subjetihéoprovisions of Sections 6 and 14 hereof.

(e) Notwithstanding anything in this Riglihgreement to the contrary, neither the Rightegor the Company shall be obligated to
undertake any action with respect to a registecéden upon the occurrence of any purported exeassget forth in this Section 7 unless such
registered holder shall have (i) completed andesighe certificate contained in the form of elettio purchase set forth on the reverse sic
the Right Certificate surrendered for such exerais (ii) provided such additional evidence ofittentity of the Beneficial Owner (or form
Beneficial Owner) or Affiliates or Associates thefas the Company shall reasonably request.
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8. Cancellation and Destruction of Right @exdtes. All Right Certificates surrendered for the purpas exercise, transfer, split up,
combination or exchange shall, if surrendered éoGbmpany or to any of its agents, be deliveratiedRights Agent for cancellation or in
canceled form, or, if surrendered to the Rightsmtgshall be canceled by it, and no Right CerttBsashall be issued in lieu thereof except as
expressly permitted by any of the provisions of lRights Agreement. The Company shall deliver éoRights Agent for cancellation and
retirement, and the Rights Agent shall so cancelratire, any Right Certificate purchased or acepitny the Company otherwise than upon
the exercise thereof. The Rights Agent shall delalecanceled Right Certificates to the Compamsill, at the written request of the
Company, destroy such canceled Right Certificated,in such case shall deliver a certificate ofrdetion thereof to the Company.

9. Reservation and Availability of SharePoéferred Stock

(a) The Company covenants and agreestlaittimes it will cause to be reserved and leeyatilable, out of and to the extent of its
authorized and unissued shares of Preferred Smtaleserved for another purpose (and, followingdbeurrence of a Triggering Event, other
securities) or held in its treasury, the numbestadres of Preferred Stock (and, following the o@mue of a Triggering Event, other
securities) that, as provided in this Rights Agreamincluding Section 11(a)(iii) hereof, will beficient to permit the exercise in full of all
outstanding Rights; providechowever, that the Company shall be required to reservekergd available shares of Preferred Stock or other
securities sufficient to permit the exercise irl @flall outstanding Rights pursuant to the adjwestis set forth in Section 11(a)(ii), Section 11
(a)(iii) or Section 13 hereof only if, and to theent that, the Rights become exercisable purdiasich adjustments.

(b) The Company shall (i) use its be&trtd to cause, from and after such time as thétRigecome exercisable, the Rights and all
shares of Preferred Stock (and following the o@mre of a Triggering Event, other securities) idsarereserved for issuance upon exercise
thereof to be reported by the The NASDAQ Stock Ma(KNASDAQ") or such other system then in use, dritle Preferred Stock shall
become listed on any national securities exchatogeause, from and after such time as the Rightsrbe exercisable, the Rights and all
shares of Preferred Stock (and, following the omnae of a Triggering Event, other securities)éskar reserved for issuance upon exercise
thereof to be listed on such exchange upon offioiice of issuance upon such exercise and (ijeih necessary, to permit the offer and
issuance of such shares of Preferred Stock (atldwiog the occurrence of a Triggering Event, oteecurities), register and qualify such
shares of Preferred Stock (and, following the ommnwee of a Triggering Event, other securities) uritde Securities Act and any applicable
state securities or “blue skjdws (to the extent exemptions therefrom are natlable), cause such registration statement antifigations to
become effective as soon as possible after sunly find keep such registration and qualificatidifiscéive until the Expiration Date of the
Rights. The Company may temporarily suspend, foerégod of time not to exceed ninety (90) days,dkercisability of the Rights in order to
prepare and file a registration statement undeStwirities Act and permit it to become effectivpon any such suspension, the Company
shall issue a public announcement stating tha¢xieecisability of the Rights has been temporatilsgpended, as well as a public
announcement at such time as the suspension @ngerlin effect. Notwithstanding any provision lostRights Agreement to the contrary,
the Rights shall
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not be exercisable in any jurisdiction unless #guisite qualification in such jurisdiction sha#lue been obtained and until a registration
statement under the Securities Act (if required)idive been declared effective.

(c) The Company covenants and agreesttiét take all such action as may be necessamgrisure that all shares of Preferred Stock
(and following the occurrence of a Triggering Evesther securities) delivered upon exercise of Righall, at the time of delivery of the
certificates for such shares (subject to paymetti@Purchase Price in respect thereof), be dudyvafidly authorized and issued and fully
paid and nonassessable shares in accordance \pitbadgbe law.

(d) The Company further covenants aneéegthat it will pay when due and payable any dindxes and governmental charges which
may be payable in respect of the issuance or dgliviethe Right Certificates or of any shares affBrred Stock (or other securities, as the
case may be) upon the exercise of Rights. The Coynglaall not, however, be required to pay any tagavernmental charge which may be
payable in respect of any transfer or delivery iR Certificates to a Person other than, or thadsce or delivery of certificates for Prefer
Stock (or other securities, as the case may ba) apercise of Rights in a name other than thatefregistered holder of the Right
Certificate, and the Company shall not be requioeidsue or deliver a Right Certificate or certfie for Preferred Stock (or other securitie:
the case may be) to a Person other than suchergidholder until any such tax and governmentaigehahall have been paid (any such tg
governmental charge being payable by the holdsucii Right Certificate at the time of surrenderliatil it has been established to the
Company’s satisfaction that no such tax or govemtaleharge is due.

10. Preferred Stock Record Dateach Person in whose name any certificate fareshaf Preferred Stock (or other securities, actse
may be) is issued upon the exercise of Rights $tiadlll purposes be deemed to have become thehofdecord of the shares of Preferred
Stock (or other securities, as the case may beg¢septed thereby on, and such certificate shaddlbed, the date upon which the Right
Certificate evidencing such Rights was duly surezad and payment of the Purchase Price (and arigalple transfer taxes) was made. P
to the exercise of the Rights evidenced thereleyhtiider of a Right Certificate, as such, shallb®entitled to any rights of a stockholder of
the Company with respect to the shares for whiehRights shall be exercisable, including, withawitation, the right to vote, to receive
dividends or other distributions or to exercise prgemptive rights, if any, and shall not be eaditlo receive any notice of any proceedinc
the Company, except as provided herein.

11. Adjustments to Number and Kind of Shaltsmber of Rights or Purchase PricEhe number and kind of shares subject to purchase
upon the exercise of each Right, the number of Rightstanding and the Purchase Price are subjacjustment from time to time as
follows:

(a) (i) In the event the Company shaliy time after the date of this Rights Agreeméitdeclare or pay any dividend on Preferred
Stock payable in shares of Preferred Stock, (Bilisidte or split the outstanding shares of PrefeBamtk into a greater number of shares,
(C) combine or consolidate the outstanding shar®seaferred Stock into a
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smaller number of shares or effect a reverse gpihie outstanding shares of Preferred Stock, ig8ue any shares of its capital stock in a
reclassification of the Preferred Stock (includamy such reclassification in connection with a oidation or merger in which the Company
is the continuing or surviving corporation), excaptotherwise provided in this Section 11(a), thecRase Price in effect at the time of the
record date for such dividend or of the effectiatedof such subdivision, combination or reclasatfan, and the number and kind of shares of
Preferred Stock or capital stock, as the case maisbuable on such date, shall be proportionagjlysted so that the holder of any Right
exercised after such time shall be entitled toives@ipon payment of the Purchase Price then ecefthe aggregate number and kind of
shares of capital stock or other securities, whickiich Right had been exercised immediately gosuch date, the holder thereof would
have owned upon such exercise and been entitletéive by virtue of such dividend, subdivisionmdmnation or reclassification. If an eve
occurs which would require an adjustment under buthSection 11(a)(i) and Section 11(a)(ii) her¢lé adjustment provided for in this
Section 11(a)(i) shall be in addition to, and shallmade prior to, any adjustment required pursteaSection 11(a)(ii).

(ii) Subject to Section 24, in theent

(A) any Acquiring Person or akgsociate or Affiliate of any Acquiring Person aatty time after the date of this Rights
Agreement, directly or indirectly, (1) shall consgalte with or merge with and into the Company oy ahits Subsidiaries or otherwise
combine with the Company or any of its Subsidiaaed the Company or such Subsidiary shall be théragng or surviving corporation of
such consolidation, merger or combination and tbm@on Stock of the Company shall remain outstandimyno shares thereof shall be
changed into or exchanged for stock or other seéesiof the Company or of any other Person or casimy other property, or (2) shall, in ¢
or more transactions, other than in connection withexercise of a Right or Rights and other timaconnection with the exercise or
conversion of securities exercisable for or conbkztinto securities of the Company or of any Sdiasi of the Company, transfer any assets
or property to the Company or any of its Subsidisin exchange (in whole or in part) for any shafeany class of capital stock of the
Company or any of its Subsidiaries or any securitieercisable for or convertible into shares of @ags of capital stock of the Company or
any of its Subsidiaries, or otherwise obtain fréva Company or any of its Subsidiaries, with or withconsideration, any additional share
any class of capital stock of the Company or anysaBubsidiaries or any securities exercisablefaonvertible into shares of any class of
capital stock of the Company or any of its Subsid&(other than as part of a pro rata offer ofrithistion by the Company or such Subsidiary
to all holders of such shares), or (3) shall gglfchase, lease, exchange, mortgage, pledge,dramsftherwise acquire (other than as a pro
rata dividend) or dispose of, to, from or with,ths case may be (in one transaction or a serigamgactions), the Company or any of its
Subsidiaries, any assets (including securitiedeams and conditions less favorable to the Comparsuch Subsidiary than the Company or
such Subsidiary would be able to obtain in arfatggth negotiation with an unaffiliated third paroy (4) shall receive any compensation fr
the Company or any of its Subsidiaries for servimtber than compensation for employment as a regulpart-time employee, or fees for
serving as a director, at rates in accordance théhCompany'’s (or its Subsidiary’s) past practioegp) shall receive the benefit, directly or
indirectly (except proportionately as a stockhgjdef any loans, advances, guarantees, pledgether iinancial assistance or any tax credits
or tax advantage provided by the Company or any
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of its Subsidiaries, or (6) shall engage in anpgesction with the Company (or any of its Subsigégyinvolving the sale, license, transfer or
grant of any right in, or disclosure of, any pasewrbpyrights, trade secrets, trademarks, know-troany other intellectual or industrial
property rights recognized under any country’sliet¢ual property laws which the Company (includitgySubsidiaries) owns or has the right
to use on terms and conditions not approved bBtied of Directors; or

(B) any Person, alone or togethith its Affiliates and Associates, shall becoameAcquiring Person; or

(C) during such time as theran Acquiring Person, there shall be any reclaasiéon of securities (including any reverse stock
split), or any recapitalization of the Companyaay merger or consolidation of the Company with ahigs Subsidiaries or any other
transaction or series of transactions involving@menpany or any of its Subsidiaries (whether orwith or into or otherwise involving an
Acquiring Person or any Affiliate or Associate oich Acquiring Person) which has the effect, diseotl indirectly, of increasing by more
than 1% the proportionate share of the outstanstirrges of any class of equity securities of the @ or any of its Subsidiaries, or
securities exercisable for or convertible into @égaecurities of the Company or any of its Subsid& which is directly or indirectly
beneficially owned by any Acquiring Person or arffiliate or Associate of any Acquiring Person (aofy(A), (B) or (C) being referred to
herein as a “Flip-In Event”);

then upon the first occurrence of such Flip-In B@ithe Purchase Price shall be adjusted to ed°tirchase Price in effect immediately prior
to the Flip-In Event multiplied by the number ofeoone-thousandth of a share of Preferred Stocllifiich a Right was exercisable
immediately prior to such Flip-In Event, whethemat such Right was then exercisable, and (ii) dattier of a Right, except as otherwise
provided in this Section 11(a)(ii) and Section }(ii@x hereof, shall thereafter have the right ézeive, upon exercise thereof at a price eqt
the Purchase Price (as so adjusted), in accordeititéhe terms of this Rights Agreement and in lidishares of Preferred Stock, such
number of shares of Common Stock as shall equakthét obtained by dividing the Purchase Prices¢aadjusted) by 50% of the Current
Market Price per share of the Common Stock (detegthpursuant to Section 11(d) hereof) on the daseah Flip-In Event; provided
however, that the Purchase Price (as so adjusted) amiihéer of shares of Common Stock so receivable thpmexercise of a Right shall,
following the Flip-In Event, be subject to furtheljustment as appropriate in accordance with Sedtlgf) hereof. Notwithstanding anything
in this Rights Agreement to the contrary, howetrem and after the Flip-In Event, any Rights tha Beneficially owned by (x) any
Acquiring Person (or any Affiliate or Associatearfy Acquiring Person), (y) a transferee of any Axdgg Person (or any such Affiliate or
Associate) who becomes a transferee after thellipsent or (z) a transferee of any Acquiring Parémr any such Affiliate or Associate)
who became a transferee prior to or concurrentti thie Flipin Event pursuant to either (1) a transfer from fogjuiring Person to holders
its equity securities or to any Person with whotmais any continuing agreement, arrangement or staheling, whether written or otherwise,
regarding the transferred Rights or (Il) a transfbich the Board of Directors has determined i¢ pga plan, agreement, arrangement or
understanding, whether written or otherwise, whiak the purpose or effect of avoiding the provisiofthis paragraph, and subsequent
transferees of such Persons, shall be null andwititbut any further action and any holder of s&ihts shall thereafter have no
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rights whatsoever with respect to such Rights uadgrprovision of this Rights Agreement. The Conypsimall use all reasonable efforts to
ensure that the provisions of this Section 11(a3f& complied with, but shall have no liabilityaoy holder of Right Certificates or other
Person as a result of its failure to make any dateations with respect to an Acquiring Person iffiliates, Associates or transferees
hereunder. From and after the FlipEvent, no Right Certificate shall be issued parg to Section 3 or Section 6 hereof that repitssRight:
that are or have become null and void pursuarttégtovisions of this paragraph, and any Rightif@ate delivered to the Rights Agent that
represents Rights that are or have become nulaiddpursuant to the provisions of this paragrapddise canceled.

(iii) The Company may at its optisubstitute for a share of Common Stock issuable dipe exercise of Rights in accordance with
the foregoing subparagraph (ii) such number ottifvas of shares of Preferred Stock having an aggeegurrent market value equal to the
Current Market Price of a share of Common Stockhéevent that there shall not be sufficient shafeCommon Stock issued but not
outstanding or authorized but unissued to permaitetkercise in full of the Rights in accordance whith foregoing subparagraph (ii), the Bo
of Directors shall, to the extent permitted by &gile law and any material agreements then irceféewhich the Company is a party
(A) determine the excess (such excess, the “Spyeddl) the value of the shares of Common Stoskable upon the exercise of a Right in
accordance with the foregoing subparagraph (ig {@urrent Value”) over (2) the Purchase Pricea@jsisted in accordance with the
foregoing subparagraph (ii)), and (B) with resgeatach Right (other than Rights which have becoualleand void pursuant to the foregoing
subparagraph (ii)), make adequate provision totgubsfor the shares of Common Stock issuablecgoedance with the foregoing paragraph
(il) upon exercise of the Right and payment of Rtuechase Price (as adjusted in accordance thedeydijicash, (2) a reduction in such
Purchase Price, (3) shares of Preferred Stockher equity securities of the Company, includingheit limitation, shares or fractions of
shares of preferred stock which, by virtue of hguilividend, voting and liquidation rights substafiyi comparable to those of the shares of
Common Stock, are deemed in good faith by the BoaRirectors to have substantially the same valsighe shares of Common Stock (such
shares of Preferred Stock and shares or fractibsisases of preferred stock being hereinafter reteto as “Common Stock Equivalents”),

(4) debt securities of the Company, (5) other asset(6) any combination of the foregoing, havingalue which, when added to the value of
the shares of Common Stock actually issued uporcseeof such Right, shall have an aggregate vedwel to the Current Value (less the
amount of any reduction in such Purchase Priceg¢revBuch aggregate value has been determined Bo#rd of Directors upon the advice

a nationally recognized investment banking firnestdd in good faith by the Board of Directors; pded, however, that if the Company
shall not make adequate provision to deliver valuesuant to clause (B) above within 30 days folluyvihe date of the Flip-In Event (the
“Flip-in Trigger Date”), then the Company shall tdeligated to deliver, to the extent permitted bplajable law and any material agreements
then in effect to which the Company is a party,nutfee surrender for exercise of a Right and withheqtiiring payment of such Purchase
Price, shares of Common Stock (to the extent ava)aand then, if necessary, such number or frastof shares of Preferred Stock (to the
extent available) and then, if necessary, cashchwiares and/or cash have an aggregate valuetedbalSpread. If the Board of Directors
shall determine in good faith that it is likely tisafficient additional shares of Common Stock an@ommon Stock Equivalents could be
authorized for issuance upon exercise in full ef Rights, the 30-day period set forth above may

15




be extended to the extent necessary, but not rhare20 days after the Flip-In Trigger Date, in orithat the Company may seek stockholder
approval for the authorization of such additiorf@res of Common Stock or Common Stock Equivalentsh( 30-day period, as it may be
extended, being hereinafter referred to as the S&ultion Period”).To the extent that the Company determines that sartien need be take
pursuant to the second and/or third sentence f3action 11(a)(iii), the Company (x) shall providebject to the last sentence of Section 11
(a)(ii) hereof, that such action shall apply umnifidy to all outstanding Rights, and (y) may susp#redexercisability of the Rights until the
expiration of the Substitution Period in order ¢é&ls any authorization of additional shares and/alecide the appropriate form of distribut

to be made pursuant to the first sentence of Sedtlda)(iii) and to determine the value thereoftHa event of any such suspension, the
Company shall issue a public announcement statiaigthe exercisability of the Rights has been tawanjily suspended, as well as a public
announcement at such time as the suspension engerlin effect. For purposes of this Section Kiija)}he value of the Common Stock st
be the Current Market Price per share of the Com8tonk on the Flip-In Trigger Date and the per st@rper unit value of any Common
Stock Equivalent shall be deemed to equal the GuMearket Price per share of the Common Stock @h siate. The Board of Directors m
but shall not be required to, establish procedtoedlocate the right to receive Common Stock ugienexercise of the Rights among holders
of Rights pursuant to this Section 11(a)(iii).

(b) In case the Company shall fix a relaaite for the issuance of rights (other than tightR), options or warrants to all holders of
Preferred Stock entitling them to subscribe foporchase Preferred Stock (for a period expirindpiié5 calendar days after such record
date), shares having the same rights, privilegdgasferences as the Preferred Stock (a “Pref&teck Equivalent”pr securities convertib
into Preferred Stock or Preferred Stock Equivaddrat price per share of Preferred Stock or PrefeéBteck Equivalent (or having a convers
price per share, if a security convertible intof@med Stock or Preferred Stock Equivalent) lessitthe Current Market Price per share of
Preferred Stock on such record date, the Purch@setB be in effect after such record date shalibtermined by multiplying the Purchase
Price in effect immediately prior to such recordeday a fraction, the numerator of which shall lbe humber of shares of Preferred Stock
outstanding on such record date, plus the numbsharfes of Preferred Stock which the aggregateindfgrice of the total number of shares
of Preferred Stock and/or Preferred Stock Equivtalemnd/or the aggregate initial conversion pricéhaf convertible securities so to be offe
would purchase at such Current Market Price, aadidmominator of which shall be the number of shafdreferred Stock outstanding on
such record date, plus the number of additionaleshaf Preferred Stock and/or Preferred Stock Esjeint to be offered for subscription or
purchase (or into which the convertible securitieso be offered are initially convertible). In eagich subscription price may be paid by
delivery of consideration part or all of which isa form other than cash, the value of such noh-cassideration shall be as determined in
good faith by the Board of Directors, whose deteation shall be described in a statement filed WithRights Agent. Shares of Preferred
Stock owned by or held for the account of the Camypehall not be deemed outstanding for the purpbs@y such computation. Such
adjustment shall be made successively wheneverasuetord date is fixed, and in the event that sigttts or warrants are not so issued, the
Purchase Price shall be adjusted to be the Puréhas=which would then be in effect if such recdede had not been fixed.
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(c) In case the Company shall fix a reatete for a distribution to all holders of PreéetiStock (including any such distribution made
in connection with a consolidation or merger in eththe Company is the continuing corporation) aflemces of indebtedness, cash, assets
(other than a dividend payable in Preferred Stbok,jncluding any dividend payable in stock otheart Preferred Stock) or subscription rig
or warrants (excluding those referred to in Seclib(b) hereof), the Purchase Price to be in etifier such record date shall be determine
multiplying the Purchase Price in effect immediataior to such record date by a fraction, the natee of which shall be the Current Mar
Price per share of Preferred Stock on such recatel tess the fair market value (as determineaoddaith by the Board of Directors, whose
determination shall be described in a statemead filith the Rights Agent) of the portion of theltaassets or evidences of indebtedness to b
distributed or of such subscription rights or watsaapplicable to a share of Preferred Stock aediémominator of which shall be such
Current Market Price per share of Preferred St8cikch adjustments shall be made successively whesegk a record date is fixed, and in
the event that such distribution is not so made Rirchase Price shall be adjusted to be the RedPrice which would have been in effect if
such record date had not been fixed.

(d) (i) For the purpose of any computati@reunder, other than computations made purso&ection 11(a)(iii) hereof, the “Current
Market Price” per share of Common Stock on any dhtdl be deemed to be the average of the daiireigrices per share of the Common
Stock for the 30 consecutive Trading Days immedigigor to, but not including, such date, and poirpose of computations made pursuant
to Section 11(a)(iii) hereof, the “Current Marketde” per share of the Common Stock on any daté bBhaleemed to be the average of the
daily closing prices per share of the Common Sfockhe 10 consecutive Trading Days immediatelyofwing, but not including, such date;
provided, however, that in the event that the Current MiFkée per share of the Common Stock is determihwehg a period following the
announcement by the issuer of the Common Stocl ahy dividend or distribution on the Common Stdother than a regular quarterly cash
dividend and other than the Rights), (ii) any sulsibn, combination or reclassification of the Coomtock, and prior to the expiration of
the requisite 30 Trading Day or 10 Trading Day perias set forth above, after the ex-dividend @atsuch dividend or distribution, or the
record date for such subdivision, combination etassification occurs, then, and in each such ¢hseCurrent Market Price shall be properly
adjusted to take into account ex-dividend tradirttg closing price for each day shall be the lalst gace, regular way, or, in case no such
sale takes place on such day, the average ofalsglbid and asked prices, regular way, in eitlase as reported in the principal
consolidated transaction reporting system witheesp securities listed or admitted to tradingloa New York Stock Exchange or, if the
shares of Common Stock are not listed or admitieddatling on the New York Stock Exchange, as repubirt the principal consolidated
transaction reporting system with respect to séeariisted on the principal national securitiesleange on which the shares of Common
Stock are listed or admitted to trading or, if #ieres of Common Stock are not listed or admitieidading on any national securities
exchange, the last quoted sale price or, if nafszed, the average of the high bid and low askieg@in the over-the-counter market, as
reported by NASDAQ or such other system then in agdf on any such date the shares of CommonkSioe not quoted by any such
organization, the average of the closing bid ahk@@prices as furnished by a professional markéemiaaking a market in the Common
Stock selected by the Board of Directors. If on angh date no market maker is making a marketdrCiimmon Stock, the fair value of such
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shares on such date as determined in good faithebBoard of Directors shall be used and shallibdibg on the Rights Agent. If the
Common Stock is not publicly held or not so listedraded, “Current Market Price” per share shathmthe fair value per share as
determined in good faith by the Board of Directavhpse determination shall be described in a senefiled with the Rights Agent and sh
be conclusive for all purposes.

(ii) For the purpose of any compiatathereunder, the “Current Market Price” per si{areone one-thousandth of a share) of
Preferred Stock shall be determined in the samenaraas set forth above for the Common Stock insgdi) of this Section 11(d) (other than
the last sentence thereof). If the Current MarkatePper share (or one one-thousandth of a shafeferred Stock cannot be determined in
the manner provided above or if the Preferred Steclot publicly held or listed or traded in a mandescribed in clause (i) of this Section 11
(d), the “Current Market Pricgder share of Preferred Stock shall be conclusidtebmed to be an amount equal to 1,000 (as sucharundy
be appropriately adjusted for such events as €plifs, stock dividends and recapitalizations wihkpect to the Common Stock occurring
after the date of this Rights Agreement) multiplmdthe Current Market Price per share of the Com®imck and the “Current Market Price”
per one one-thousandth of a share of Preferreck Stuall, be equal to the Current Market Price pares of the Common Stock (as
appropriately adjusted). If neither the Common Etoar the Preferred Stock is publicly held or stdd or traded, “Current Market Price”
shall mean the fair value per share as determimgoad faith by the Board of Directors, whose dateation shall be described in a staten
filed with the Rights Agent and shall be concludierall purposes.

(e) Anything herein to the contrary ndhstanding, no adjustment in the Purchase Pridélshaequired unless such adjustment would
require an increase or decrease of at least owgemqgf1%) in the Purchase Price; provid&dwever, that any adjustments which by reason of
this Section 11(e) are not required to be madéd bhatarried forward and taken into account in smysequent adjustment. All calculations
under this Section 11 shall be made to the neaesstor to the nearest ten-thousandth of a shaB®weimon Stock or other share or one-
hundred-thousandth of a share of Preferred Stactheacase may be. Notwithstanding the first seetef this Section 11(e), any adjustment
required by this Section 11 shall be made no thim the earlier of (i) three years from the ddtthe transaction which mandates such
adjustment, or (ii) the Expiration Date.

() If as a result of an adjustment madesuant to Section 11(a)(ii) or Section 13(a) bkreae holder of any Right thereafter exercised
shall become entitled to receive any shares ota&lagtiock other than Preferred Stock, thereaftemtimber of such other shares so receivable
upon exercise of any Right and the Purchase Rraxeof shall be subject to adjustment from timen@ in a manner and on terms as nearly
equivalent as practicable to the provisions wipeet to the shares of Preferred Stock contain&ations 11(a), (b), (c), (e), (9), (h), (), (),
(k) and (m) hereof, and the provisions of Sectiong, 10, 13 and 14 hereof with respect to thedPred Stock shall apply on like terms to any
such other shares.

(9) All Rights originally issued by thef@pany subsequent to any adjustment made to tlehé&@se Price hereunder shall evidence the
right to purchase, at the adjusted Purchase Rheeyumber of shares of Preferred Stock purchasadtetime to time hereunder upon
exercise of the Rights, all subject to further attjuent as provided herein.
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(h) Unless the Company shall have execcits election as provided in Section 11(i), upanh adjustment of the Purchase Price as a
result of the calculations made in Sections 11{o) @), each Right outstanding immediately priotht® making of such adjustment shall
thereafter evidence the right to purchase, atdfiested Purchase Price, that number of one onestimalih of a share of Preferred Stock
(calculated to the nearest one-one-thousandth)naatdoy (i) multiplying (x) the number of one orfestisandth of a share of Preferred Stock
covered by a Right immediately prior to this adjusht, by (y) the Purchase Price in effect immedigigor to such adjustment of the
Purchase Price, and (ii) dividing the product stamted by the Purchase Price in effect immediadéilyr such adjustment of the Purchase
Price.

(i) The Company may elect on or afterdhaée of any adjustment of the Purchase Price ypadjustment to the number of shares of
Preferred Stock for which a Right may be exercisadle pursuant to Sections 11(a)(i), 11(b) or 11¢chdjust the number of Rights in lieu
any adjustment in the number of shares of Prefe3tedk purchasable upon the exercise of a Righth B&the Rights outstanding after the
adjustment in the number of Rights shall be exaltesfor the number of shares of Preferred Stockfach a Right was exercisable
immediately prior to such adjustment. Each Righd loé record prior to such adjustment of the numiféRights shall become that number of
Rights (calculated to the nearest one hundred-tralik) obtained by dividing the Purchase Pricdfeceimmediately prior to adjustment of
the Purchase Price by the Purchase Price in éffesediately after adjustment of the Purchase Ptibe. Company shall make a public
announcement of its election to adjust the numb®&ights, indicating the record date for the adnestt, and, if known at the time, the
amount of the adjustment to be made. This recorel ay be the date on which the Purchase Priadjustad or any day thereafter, but, if
Right Certificates have been issued, shall beast 180 days later than the date of the public ancement. If Right Certificates have been
issued, upon each adjustment of the number of Rigintsuant to this Section 11(i), the Company shalpromptly as practicable, cause to be
distributed to holders of record of Right Certities.on such record date Right Certificates evidena@ubject to Section 14 hereof, the
additional Rights to which such holders shall betlex as a result of such adjustment, or, at {ht@a of the Company, shall cause to be
distributed to such holders of record in substitutand replacement for the Right Certificates tgiduch holders prior to the date of
adjustment, and upon surrender thereof, if requirethe Company, new Right Certificates evidenahghe Rights to which such holders
shall be entitled after such adjustment. Right i@eates to be distributed shall be issued, exetated countersigned in the manner provided
for herein (and may bear, at the option of the Camypthe adjusted Purchase Price) and shall bsteegd in the names of the holders of
record of Right Certificates on the record datec8j@el in the public announcement.

(j) Irrespective of any adjustment ormge in the Purchase Price or the number of shéeseterred Stock issuable upon the exercise
of the Rights, the Right Certificates theretofone ¢ghereafter issued may continue to express thehBse Price per share and the number of
shares which were expressed in the initial Rightifieate issued hereunder.

(k) Before taking any action that woultlise an adjustment reducing the Purchase Price liiedothen par value, if any, of the share
Common Stock, Preferred Stock
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or other capital stock issuable upon exercise ®Rights, the Company shall take any corporatemciincluding using its best efforts to
obtain any required stockholder approvals, whicly nrathe opinion of its counsel, be necessaryrideothat the Company may validly and
legally issue fully paid and nonassessable shdr€ésmmon Stock, Preferred Stock or other capittlsat such adjusted Purchase Price. If
upon any exercise of the Rights, a holder is teikeca combination of Common Stock and Common SEipkivalents, a portion of the
consideration paid upon such exercise, equal feaat the then par value of a share of Common Sibtike Company, shall be allocated as
the payment for each share of Common Stock of tmagany so received.

() In any case in which this Sectionshill require that an adjustment in the Purchame Be made effective as of a record date for a
specified event, the Company may elect to defdt th&t occurrence of such event the issuance thdhder of any Right exercised after such
record date the shares of Preferred Stock and o#ip#tal stock or securities of the Company, if,@eguable upon such exercise over and
above the shares of Preferred Stock and otheratapitck or securities of the Company, if any, &3e upon such exercise on the basis of the
Purchase Price in effect prior to such adjustmematyided, however, that the Company shall deliver to sualdédr a due bill or other
appropriate instrument evidencing such holder’strig receive such additional shares of Prefertedksand other capital stock or securities
upon the occurrence of the event requiring suchsaatent.

(m) Anything in this Section 11 to thentary notwithstanding, the Company shall be erdito make such reductions in the Purchase
Price, in addition to those adjustments expresstynjited or required by this Section 11, as anithécextent that in their good faith judgment
the Board of Directors shall determine to be adiesa order that any (i) consolidation or subdwisof the Preferred Stock, (ii) issuance for
cash of any shares of Preferred Stock at lesstti@@urrent Market Price, (iii) issuance for caéBlmares of Preferred Stock or securities
which by their terms are convertible into or exdaeable for shares of Preferred Stock, (iv) stoeideinds or (v) issuance of rights, option:
warrants referred to in this Section 11, hereaftade by the Company to holders of its PreferrediSshall not be taxable to such
stockholders.

(n) The Company covenants and agreesttblaall not, at any time after the Distributiomt®, (i) consolidate with any other Person,
(i) merge with or into any other Person, or (§ll or transfer (or permit any Subsidiary to seltransfer), in one transaction or a series of
related transactions, assets or earning power ggmg more than 50% of the assets or earning poivie Company and its Subsidiaries
(taken as a whole) to, any other Person or Perdop$,at the time of or immediately after sucmeolidation, merger or sale there are any
charter or by-law provisions or any rights, warsaot other instruments or securities outstandinggoeements in effect which substantially
diminish or otherwise eliminate the benefits inteddo be afforded by the Rights or (y) prior tongitaneously with or immediately after st
consolidation, merger or sale, the stockholdeth®fPerson who constitutes, or would constitute,"Brincipal Party” for purposes of Section
13(a) hereof shall have received a distributioRigfts previously owned by such Person or anysofffiliates and Associates. The Comp.
shall not consummate any such consolidation, mengsale unless prior thereto the Company and etidr Person shall have executed and
delivered to the Rights Agent a supplemental agesgmvidencing compliance with this subsection.
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(o) The Company covenants and agreesaftat the Distribution Date, it will not, excegg permitted by Section 23, Section 24 or
Section 27 hereof, take (or permit any Subsidiariake) any action if at the time such action ketait is reasonably foreseeable that such
action will diminish substantially or eliminate thenefits intended to be afforded by the Rights.

(p) Anything in this Rights Agreementtk@ contrary notwithstanding, in the event that@oenpany shall at any time after the Record
Date and prior to the Distribution Date (i) declarepay any dividend on the outstanding sharesoofiii@on Stock payable in shares of
Common Stock, (ii) subdivide the outstanding shafgSommon Stock, or (iii) combine the outstandsgres of Common Stock into a
smaller number of shares, the number of Rightscéestsnl with each share of Common Stock then oudstgnor issued or delivered
thereafter, shall be proportionately adjusted st tiie number of Rights thereafter associated @atth share of Common Stock following any
such event equals the result obtained by multiglyire number of Rights associated with each sHaB®mmon Stock immediately prior to
such event by a fraction, the numerator or whicklidke the number of shares of Common Stock oulstgrimmediately prior to the
occurrence of such event and the denominator oflwéhall be the number of shares of Common Stotdtanding immediately following tt
occurrence of such event.

12. Certification of AdjustmentdVhenever an adjustment is made as provided itiddscll and 13 hereof, the Company shall
(a) promptly prepare a certificate signed by itse€Rxecutive Officer, its President or any Viceefident and by the Treasurer or any
Assistant Treasurer or the Secretary or any AsgiSacretary of the Company setting forth suchstdjent and a brief statement of the facts
giving rise to such adjustment, (b) promptly filelwthe Rights Agent and with each transfer agenttie Preferred Stock and the Common
Stock a copy of such certificate and (c) mail &bsummary thereof to each holder of a Right Gedtié (or, if prior to the Distribution Date,
to each holder of a certificate representing shaf&ommon Stock) in accordance with Section 2@bemMotwithstanding the foregoing
sentence, the failure of the Company to give swtita shall not affect the validity of or the foroeeffect of or the requirement for such
adjustment. The Rights Agent shall be fully progelcin relying on any certificate prepared by thenpany pursuant to Sections 11 and 13
and on any adjustment therein contained and sbhabedeemed to have knowledge of any such adjustamdess and until it shall have
received such certificate. Any adjustment to be enarsuant to Sections 11 and 13 of this Righteégrent shall be effective as of the date
of the event giving rise to such adjustment.

13. Consolidation, Merger or Sale or TransfefAssets or Earning Power

(a) In the event that following the fimstcurrence of a Flip-In Event, directly or inditgc(x) the Company shall consolidate with, or
merge with and into, any other Person or PersodslenCompany, as the case may be, shall not beutiveving or continuing Person of such
consolidation or merger, or (y) any Person or Resshall consolidate with, or merge with and itih@, Company, and the Company shall be
the continuing or surviving Person of such consdl@h or merger and, in connection with such cadatibn or merger, all or part of the
outstanding shares of Common Stock shall be chaimj@dr exchanged for stock or other securitiearof other Person or of the Compan
cash or any other property other than, in the
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case of the transactions described in subparag(apbs (y), a merger or consolidation which wouddult in all of the Voting Power
represented by the securities of the Company adstg immediately prior thereto continuing to regaet (either by remaining outstanding or
by being converted into securities of the survivemgity) all of the Voting Power represented by $keurities of the Company or such
surviving entity outstanding immediately after suchrger or consolidation and the holders of suchr#ges not having changed as a resu
such transactions), or (z) the Company or one aerabits Subsidiaries shall sell, mortgage or oilige transfer to any other Person or any
Affiliate or Associate of such Person, in one tami®n, or a series of related transactions, asseatarning power aggregating more than 50%
of the assets or earning power of the Company tarfiubsidiaries (taken as a whole), then, on tBedtccurrence of any such event (a “Flip-
Over Event”),proper provision shall be made so that (i) eacddrmdf a Right (other than Rights which have becomidkeand void pursuant 1
Section 11(a)(ii) hereof) shall thereafter havertbht to receive, upon the exercise thereof atthechase Price (as theretofore adjusted in
accordance with Section 11(a)(ii) hereof), in ademice with the terms of this Rights Agreement arléeu of shares of Preferred Stock or
Common Stock of the Company, such number of vakdithorized and issued, fully paid, non-assessailgreely tradeable shares of
Common Stock of the Principal Party (as such terhmereinafter defined), not subject to any liensuenbrances, rights of first refusal or
other adverse claims, as shall equal the resudtirdd by dividing the Purchase Price (as there¢odoljusted in accordance with Section 11(a)
(i) hereof) by 50% of the Current Market Price phare of the Common Stock of such Principal P@aeyermined pursuant to Section 11(d)
hereof) on the date of consummation of such codatitin, merger, sale or transfer; providémwever, that the Purchase Price (as theretc
adjusted in accordance with Section 11(a)(ii) hBrand the number of shares of Common Stock of Srafcipal Party so receivable upon
exercise of a Right shall be subject to furtheuatipent as appropriate in accordance with Sectlgf) hereof to reflect any events occurring
in respect of the Common Stock of such PrincipatyPater the occurrence of such consolidation,gagrsale or transfer; (ii) such Principal
Party shall thereafter be liable for, and shalbass, by virtue of such Flip-Over Event, all theighations and duties of the Company pursuant
to this Rights Agreement; (iii) the term “Comparfgt all purposes of this Rights Agreement shall¢iaéter be deemed to refer to such
Principal Party, it being specifically intendedttki@e provisions of Section 11 hereof shall onlplggo such Principal Party following the fi
occurrence of a Flip-Over Event; and (iv) such &lpal Party shall take such steps (including, kmitlimited to, the reservation of a sufficient
number of shares of its Common Stock in accordarntteSection 9 hereof) in connection with the cansuation of any such transaction as
may be necessary to assure that the provisionsfr&rall thereafter be applicable, as nearly asaably may be, in relation to its shares of
Common Stock thereafter deliverable upon the egeraf the Rights; provided, however, that, uponrstiiesequent occurrence of any merger,
consolidation, sale of all or substantially alletssrecapitalization, reclassification of sharesrganization or other extraordinary transaction
in respect of such Principal Party, each holdex Right shall thereupon be entitled to receive hugxercise of a Right, such cash, shares,
rights, warrants and other property which such éoldould have been entitled to receive had hdyaatitne of such transaction, owned the
shares of Common Stock of the Principal Party paseble upon the exercise of a Right, and suchipaihearty shall take such steps
(including, but not limited to, reservation of sbaiof stock) as may necessary to permit the subseguercise of the Rights in accordance
with the terms hereof for such cash, shares, rigtdsrants and other property.
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(b) “Principal Party” shall mean

(i) in the case of any transactiesaibed in (x) or (y) of the first sentence of t8at13(a) hereof: (A) the Person that is the issii
the securities into which shares of Common StodkefCompany are converted in such merger or cwaimn, or, if there is more than one
such issuer, the issuer the Common Stock of whadhthe greatest aggregate market value or (B) $lecarities are so issued, (x) the Person
that is the other party to the merger or consdlideand that survives said merger or consolidationif there is more than one such Person,
the Person the Common Stock of which has the geatarket value or (y) if the Person that is theeoparty to the merger or consolidation
does not survive the merger or consolidation, teséh that does survive the merger or consoliddtrmiuding the Company if it survives);
and

(ii) in the case of any transacti@scribed in (z) of the first sentence in SectiB(a)l hereof, the Person that is the party receittie
greatest portion of the assets or earning powasfeared pursuant to such transaction or trangagtiar, if each Person that is a party to such
transaction or transactions receives the sameopaofithe assets or earning power so transferré@dioe Person receiving the greatest portion
of the assets or earning power cannot be determvieidhever of such Persons that is the issueroofition Stock having the greatest
aggregate market value of shares outstanding;

provided, howeverthat in any such case described in the foregparggraphs (b)(i) or (b)(ii), (1) if the Common &tmf such Person is not
at such time and has not been continuously ovepribgeding 12-month period registered under Sedtbaf the Exchange Act, and such
Person is a direct or indirect Subsidiary of anoterson the Common Stock of which is and has beergistered, the term “Principal Party”
shall refer to such other Person, or (2) if sucts®®is a Subsidiary, directly or indirectly, of mmdhan one Person, the Common Stock of all
of which are and have been so registered, the‘terimcipal Party”shall refer to whichever of such Persons is theeissf the Common Sto:
having the greatest market value of shares outistgndr (3) if such Person is owned, directly afifectly, by a joint venture formed by two
or more Persons that are not owned, directly aréatly, by the same Person, the rules set fortldanses (1) and (2) above shall apply to
each of the owners having an interest in the jegémture as if the Person owned by the joint ventvas a Subsidiary of both or all of such
joint venturers, and the Principal Party in eaathstase shall bear the obligations set forth im 8gction 13 in the same ratio as its intere
such Person bears to the total of such interests.

(c) The Company shall not consummatecamgolidation, merger, sale or transfer referreith t8ection 13(a) unless the Principal Party
shall have a sufficient number of authorized shaféts Common Stock that have not been issue@serred for issuance to permit the
exercise in full of the Rights in accordance wihlstSection 13 and unless prior thereto the Companythe Principal Party involved therein
shall have executed and delivered to the RightsnAge agreement confirming that the requirementeations 13(a) and (b) hereof shall
promptly be performed in accordance with their teand that such consolidation, merger, sale osfeamf assets shall not result in a default
by the Principal Party under this Rights Agreermemnthe same shall have been assumed by the PtiReaifig pursuant to Sections 13(a) and
(b) hereof and further providing that, as soonrastirable after executing such agreement purdoahis Section 13, the Principal Party a
own expense shall:
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(i) prepare and file a registratgiatement under the Securities Act, if necessaiti, n@spect to the Rights and the securities
purchasable upon exercise of the Rights on an gppte form, use its best efforts to cause suclstragion statement to become effective as
soon as practicable after such filing and useét bfforts to cause such registration statemerarnain effective (with a prospectus at all
times meeting the requirements of the Securitig3 éatil the date of expiration of the Rights, aiahilarly comply with applicable state
securities laws;

(ii) use its best efforts, if ther@mon Stock of the Principal Party shall becometisin a national securities exchange, to list (or
continue the listing of) the Rights and the se@sipurchasable upon exercise of the Rights on sectirities exchange and, if the Common
Stock of the Principal Party shall not be listedaomational securities exchange, to cause the KRajid the securities purchased upon exercise
of the Rights to be reported by NASDAQ or such p#ystem then in use;

(iii) deliver to holders of the Righhistorical financial statements for the Printiparty which comply in all respects with the
requirements for registration on Form 10 (or anycessor form) under the Exchange Act; and

(iv) obtain waivers of any rightsfokt refusal or preemptive rights in respectiaf shares of Common Stock of the Principal Party
subject to purchase upon exercise of outstandigbtRi

In the event that any of the transactions describb&kction 13(a) hereof shall occur at any timerahe occurrence of a transaction described
in Section 11(a)(ii) hereof, the Rights which hamat theretofore been exercised shall thereaftexieecisable in the manner described in
Section 13(a).

(d) Furthermore, in case the Principatyahich is to be a party to a transaction reféi@in this Section 13 has a provision in any of
its authorized securities or in its Certificateliméorporation or Bylaws or other instrument govagnits corporate affairs, which provision
would have the effect of (i) causing such Principalfty to issue, in connection with, or as a cousage of, the consummation of a transas
referred to in this Section 13, shares of CommartiSof such Principal Party at less than the therréht Market Price per share (determined
pursuant to Section 11(d) hereof) or securities@sable for, or convertible into, Common Stocksa€h Principal Party at less than such then
current market price (other than to holders of Righursuant to this Section 13) or (ii) providirg &ny special payment, tax or similar
provisions in connection with the issuance of tlren@on Stock of such Principal Party pursuant toptoeisions of Section 13; then, in such
event, the Company hereby agrees with each hofdRigbts that it shall not consummate any suchsaation unless prior thereto the
Company and such Principal Party shall have exdaute delivered to the Rights Agent a supplemegestement providing that the
provision in question of such Principal Party sialle been canceled, waived or amended, or thaitutivrized securities shall be redeemed,
so that the applicable provision will have no efffiecconnection with, or as a consequence of, tmsgmmation of the proposed transaction.
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14. Fractional Rights and Fractional Shares

(a) The Company shall not be requiredsae fractions of Rights or to distribute Rightri@ieates which evidence fractional Rights. In
lieu of such fractional Rights, there shall be paithe holders of record of the Right Certificatgth regard to which such fractional Rights
would otherwise be issuable, an amount in cashleguilae same fraction of the then current markdti® of a whole Right. For the purposes
of this Section 14(a), the then current market @alfia Right shall be determined in the same maas#ne Current Market Price of a share of
Common Stock shall be determined pursuant to Sedtl¢d) hereof.

(b) The Company shall not be requiressoe fractions of shares of Preferred Stock ofelmed Stock Equivalent (other than fractions
which are integral multiples of one one-thousaradta share of Preferred Stock) upon exercise oRilghts or to distribute certificates which
evidence fractional shares of Preferred Stock efdPred Stock Equivalent (other than fractions \Wwhice integral multiples of one one-
thousandth of a share of Preferred Stock). Frastidrshares of Preferred Stock in integral mul§méone one-thousandth of a share of
Preferred Stock or Preferred Stock Equivalent mayhe election of the Company, be evidenced bpsiggy receipts, pursuant to an
appropriate agreement between the Company andositey selected by it, provided that such agreérsleall provide that the holders of
such depositary receipts shall have all the righisjleges and preferences to which they areledtis beneficial owners of the shares of
Preferred Stock or Preferred Stock Equivalent sgrted by such depositary receipts. In lieu oftivaal shares of Preferred Stock or
Preferred Stock Equivalent that are not integrdtiplas of one one-thousandth of a share of Prete8tock or Preferred Stock Equivalent,
the Company may pay to the registered holders giitRCertificates at the time such Rights are exertias herein provided an amount in ¢
equal to the same fraction of the current marketevaf one one-thousandth of a share of Preferteck®r Preferred Stock Equivalent. For
purposes of this Section 14(b), the current markkte of one oné¢housandth of a share of Preferred Stock or PedeBtock Equivalent shi
be the Current Market Price of a share of CommaoriStas determined pursuant to Section 11(d)(iig¢d#® for the Trading Day immediately
prior to the date of such exercise.

(c) Following the occurrence of a FlipEvent, the Company shall not be required toaedsactions of shares or units of Common S
or Common Stock Equivalents or other securitiesnugcercise of the Rights or to distribute certifisawhich evidence fractional shares of
such Common Stock or Common Stock Equivalentsiweratecurities. In lieu of fractional shares ottsiof such Common Stock or Common
Stock Equivalents or other securities, the Compaay pay to the registered holders of Right Cedifis at the time such Rights are exerc
as herein provided an amount in cash equal todimedraction of the Current Market Value of a st@ranit of such Common Stock or
Common Stock Equivalent or other securities. Fappses of this Section 14(c), the Current Markdu¥ahall be determined in the manner
set forth in Section 11(d) hereof for the TradingyDmmediately prior to the date of such exercisg, & such Common Stock Equivalent is
not traded, each such Common Stock Equivalent bhat the value of one one-thousandth of a shaPeedérred Stock.

(d) The holder of a Right by the accepéaof a Right expressly waives his right to receiag fractional Right or any fractional shares
upon exercise of a Right.
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15. Rights of Action As of the Record Date, all rights of action isgect of this Rights Agreement, other than anytsigi action vested
in the Rights Agent pursuant to Sections 18 antiét@of, are vested in the respective holders afrceof the Right Certificates (and, prior to
the Distribution Date, the holders of record of @@mmon Stock); and any holder of record of anyhR@ertificate (or, prior to the
Distribution Date, of the Common Stock), without ttonsent of the Rights Agent or of the holdermyf ather Right Certificate (or, prior to
the Distribution Date, of the Common Stock), mayhis own behalf and for his own benefit, enfoa®] may institute and maintain any suit,
action or proceeding against the Company or angrd®lerson to enforce, or otherwise act in respletii®right to exercise the Rights
evidenced by such Right Certificate in the manmevided in such Right Certificate and in this Rigliigreement. Without limiting the
foregoing or any remedies available to the holdéRights, it is specifically acknowledged that ti@ders of Rights would not have an
adequate remedy at law for any breach of this Riglgreement and, accordingly, that they will bdtkat to specific performance of the
obligations under, and injunctive relief againduat or threatened violations of, the obligatiohswoy Person subject to this Rights
Agreement. Holders of Rights shall be entitledacover the reasonable costs and expenses, incladorgeys’ fees, incurred by them in any
action to enforce the provisions of this Rights égment.

16. Agreement of Right Holder&very holder of a Right by accepting the sameseats and agrees with the Company and the Rights
Agent and with every other holder of a Right that:

(a) prior to the Distribution Date, thegRts will not be evidenced by a Right Certificated will be transferable only in connection with
the transfer of Common Stock;

(b) after the Distribution Date, the Rigtertificates will be transferable only on theisty books of the Rights Agent if surrendered at
the office of the Rights Agent designated for spalpose, duly endorsed or accompanied by a proggument of transfer;

(c) the Company and the Rights Agent aegm and treat the Person in whose name the Regtifi€ate (or, prior to the Distribution
Date, the associated Common Stock certificateddsstered as the absolute owner thereof and dRitiets evidenced thereby
(notwithstanding any notations of ownership or ington the Right Certificate or the associated Camr8tock certificate made by anyone
other than the Company or the Rights Agent or thiesfer agent of the Common Stock) for all purpegeatsoever, and neither the Company
nor the Rights Agent shall be affected by any moticthe contrary; and

(d) notwithstanding anything in this Rigiigreement to the contrary, neither the Compamtime Rights Agent shall have any liability
to any holder of a Right or other Person as a teduls inability to perform any of its obligatisrunder this Rights Agreement by reason of
any preliminary or permanent injunction or othedteat decree or ruling issued by a court of comggteisdiction or by a governmental,
regulatory or administrative agency or commiss@mgny statute, rule, regulation or executive oftemulgated or enacted by any
governmental authority, prohibiting or otherwisstraining performance of such obligation; providéewever, that the Company must use
its best efforts to have any such order, decrealimyg lifted or otherwise overturned as soon assjiue.
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17. Right Certificate Holder Not Deemed acBtwlder. No holder of a Right, as such, shall be entitedote, receive dividends in
respect of or be deemed for any purpose to bedhikehof Common Stock or any other securities ef@@mpany which may at any time be
issuable upon the exercise of the Rights, nor stmfthing contained herein or in any Right Cergéifecebe construed to confer upon the holder
of any Right Certificate, as such, any of the righit a stockholder of the Company or any rightdtevn the election of directors or upon any
matter submitted to stockholders at any meetingetifeor to give or withhold consent to any corgeraction, or to receive notice of meetil
or other actions affecting stockholders (excegirasided in Section 25 hereof), or to receive divids or subscription rights in respect of any
such stock or securities, or otherwise, until thghRor Rights evidenced by such Right Certificsttall have been exercised in accordance
with the provisions hereof.

18. Concerning the Rights Agent

(a) The Company agrees to pay to thetRiglgent reasonable compensation for all servierdered by it hereunder and, from time to
time, on demand of the Rights Agent, its reasonakpenses and counsel fees and other disbursemeuntsed in the administration and
execution of this Rights Agreement and the exeraiskperformance of its duties hereunder. The Comnpblso agrees to indemnify the
Rights Agent for, and to hold it harmless agaiast; loss, liability or expense incurred withoutggmegligence, bad faith or willful
misconduct on the part of the Rights Agent for #rigg done or omitted to be done by the Rights Ageronnection with the acceptance :
administration of this Rights Agreement, includihg cost and expenses of defending against any dhliability in the premises. The
indemnity provided herein shall survive the expmatof the Rights and the termination of this RggAgreement. Notwithstanding anything
this Rights Agreement to the contrary, in no ews#all the Rights Agent be liable for special, iediror consequential loss or damage of any
kind whatsoever (including but not limited to I@sbfits), even if the Rights Agent has been adviskithe likelihood of such loss damage and
regardless of the form of action.

(b) The Rights Agent shall be protectad shall incur no liability for or in respect ofyaaction taken, suffered or omitted by it in
connection with its administration of this Rightgr@ement in reliance upon any Right Certificatetiteate for Common Stock or other
securities of the Company, instrument of assignroetansfer, power of attorney, endorsement, affigl letter, notice, direction, consent,
certificate, statement or other paper or documelig¥ed by it to be genuine and to be signed, exelcand, where necessary, guaranteed,
verified or acknowledged, by the proper Personesséns.

19. Merger or Consolidation or Changed NafrRights Agent

(a) Any Person into which the Rights Agenany successor Rights Agent may be merged thrwiiich it may be consolidated, or any
Person resulting from any merger or consolidatowtlich the Rights Agent or any successor RightsrAghall be a party, or any Person
succeeding to the corporate trust or stock trarmsfsiness of the Rights Agent or any successortRiygent, shall be the successor to the
Rights Agent under this Rights Agreement withot éixecution or filing of any paper or any furthet an the part of any of the parties
hereto, provided that such Person would be elidifrl@ppointment as a successor Rights Agent utheégprovisions of Section 21 hereof. In
case at the time such successor Rights Agent shall
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succeed to the agency created by this Rights Ageatrany of the Right Certificates shall have bemmtersigned but not delivered, any ¢
successor Rights Agent may adopt the countersigmafithe predecessor Rights Agent and deliver ight Certificates so countersigned;
and, in case at that time any of the Right Ceertfis shall not have been countersigned, any susdeigghts Agent may countersign such
Right Certificates either in the name of the predsor Rights Agent or in the name of the succeRghts Agent; and in all such cases such
Right Certificates shall have the full force prostin the Right Certificates and in this Rights égment.

(b) In case at any time the name of tlgh®® Agent shall be changed and at such time &ttyedRight Certificates shall have been
countersigned but not delivered, the Rights Ageay mdopt the countersignature under its prior nantedeliver such Right Certificates so
countersigned; and in case at that time any oRilyat Certificates shall not have been countersigtiee Rights Agent may countersign such
Right Certificates either in its prior name or s thanged name; and in all such cases such Raglifi€ate shall have the full force provided
in the Right Certificates and in this Rights Agresrn

20. Duties of Rights AgenfThe Rights Agent undertakes the duties and didige.imposed by this Rights Agreement upon thiefdhg
terms and conditions, by all of which the Compang the holders of Right Certificates, by their gteace thereof, shall be bound:

(a) The Rights Agent may consult withdkegounsel (who may be legal counsel for the Compamd the opinion of such counsel shall
be full and complete authorization and protectmthe Rights Agent as to any action taken or owhitbebe taken by it in good faith and in
accordance with such opinion.

(b) Whenever in the performance of itdeRiunder this Rights Agreement the Rights Agéatisleem it necessary or desirable that
fact or matter (including, without limitation, theentity of any Acquiring Person and the determorabf Current Market Price) be proved or
established by the Company prior to taking or suffpany action hereunder, such fact or mattergembther evidence in respect thereof be
herein specifically prescribed) may be deemed todoelusively proved and established by certificigmed by the President or any Vice
President and by the Treasurer or any Assistarastrer or the Secretary or any Assistant Secrefahe Company and delivered to the
Rights Agent; and such certificate shall be fulhawization to the Rights Agent for any action take suffered in good faith by it under the
provisions of this Rights Agreement in reliance migach certificate.

(c) The Rights Agent shall be liable her@er only for its own gross negligence, bad faitlwillful misconduct.

(d) The Rights Agent shall not be liafdeor by reason of any of the statements of factoitals contained in this Rights Agreement or
in the Right Certificates (except its countersignatthereof) or be required to verify the same,abusuch statements and recitals are and shal
be deemed to have been made by the Company only.

(e) The Rights Agent shall not be under esponsibility in respect of the validity of $HRights Agreement or the execution and
delivery hereof (except the due execution
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hereof by the Rights Agent) or in respect of thiditg or execution of any Right Certificate (ex¢e{s countersignature thereof); nor shall it
be responsible for any breach by the Company ofcamgnant or condition contained in this Rights égmnent or in any Right Certificate; r
shall it be responsible for any adjustment requineder the provisions of Sections 11, 13, 23 oh&#of or responsible for the manner,
method or amount of any such adjustment or thert@saimg of the existence of facts that would reguEny such adjustment (except with
respect to the exercise of Rights evidenced by tRigitificates after receipt of a Certificate fugiméd pursuant to Section 12 describing any
such adjustment); nor shall it by any act hereub@edleemed to make any representation or warrartty the authorization or reservation of
any shares of Common Stock to be issued pursudhist®ights Agreement or any Right Certificateasrto whether any shares of Common
Stock will, when issued, be validly authorized #gilied, fully paid and nonassessable.

(f) The Company agrees that it will penfio execute, acknowledge and deliver or cause fgebfermed, executed, acknowledged and
delivered all such further and other acts, instmis@nd assurances as may reasonably be requited BRights Agent for the carrying out or
performing by the Rights Agent of the provisionglié Rights Agreement.

(9) The Rights Agent is hereby authoriaed directed to accept instructions with respethé performance of its duties hereunder
the Chairman of the Board, the Chief Executive &2ffj the President or any Vice President or theeSay or any Assistant Secretary or the
Treasurer or any Assistant Treasurer of the Compeamy to apply to such officers for advice or instions in connection with its duties, and
it shall not be liable for any action taken or suéfd to be taken by it in good faith in accordanith instructions of any such officer. Any
application by the Rights Agent for written insttioas from the Company may, at the option of thgh® Agent, set forth in writing any
action proposed to be taken or omitted by the Ridigtent under this Rights Agreement and the dat@nalfor after which such action shall
taken or such omission shall be effective. Sulifg&ection 20(c) hereof, the Rights Agent shallbetiable for any action taken by, or
omission of, the Rights Agent in accordance wigir@posal included in any such application on ceratie date specified in such application
(which date shall not be less than five Businesgsizdter the date any officer of the Company attuaekeives such application, unless any
such officer shall have consented in writing taeanlier date) unless, prior to taking any suchosc(or the effective date in the case of an
omission), the Rights Agent shall have receivedtamiinstructions in response to such applicatpatgying the action to be taken or omit

(h) The Rights Agent and any stockhold@ector, officer or employee of the Rights Agemy buy, sell or deal in any of the Rights or
other securities of the Company or become peciyiaterested in any transaction in which the Compmnay be interested, or contract with
or lend money to the Company or otherwise act g &nd freely as though it were not the Rights Agender this Rights Agreement.
Nothing herein shall preclude the Rights Agent fracting in any other capacity for the Company ordiay other entity

(i) The Rights Agent may execute and eigerany of the rights or powers hereby vestetion perform any duty hereunder either itself
or by or through its attorneys or agents, and tightR Agent shall not be answerable or accountaleny act, default, neglect or misconduct
of any such attorneys or agents or for any logheédCompany resulting from any
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such act, default, neglect or misconduct, providesonable care was exercised in the selectiog@mtthued employment thereof.

(i) No provision of this Rights Agreemefiall require the Rights Agent to expend or rislown funds or otherwise incur any financial
liability in the performance of any of its dutiesrBunder or in the exercise of its rights if themall be reasonable grounds for believing that
repayment of such funds or adequate indemnificatgminst such risk or liability is not reasonaldgwared to it.

(k) If, with respect to any Right Centiite surrendered to the Rights Agent for exeraigdeaasfer, the certificate contained in the form
of assignment or the form of election to purchatdath on the reverse thereof, as the case mayaseeither not been completed or indic
an affirmative response to clause 1 and/or 2 tligtle® Rights Agent shall not take any further activith respect to such requested exercise
of transfer without first consulting with the Conmya

21. Change of Rights AgentThe Rights Agent or any successor Rights Agent rasign and be discharged from its duties undsr th
Rights Agreement upon 30 days’ notice in writingsach earlier period as shall be agreed to inivgiitmailed to the Company and to each
transfer agent of the Common Stock by registerezkdified mail, and to the holders of the Rightt@ieates by first-class mail. The
Company may remove the Rights Agent or any succédights Agent (with or without cause) upon 30 daysice in writing, or such earlier
period as shall be agreed to in writing, maileth® Rights Agent or successor Rights Agent, agdlse may be, and to each transfer agent of
the Common Stock by registered or certified mailj to the holders of the Right Certificates bytfakass mail. If the Rights Agent shall
resign or be removed or shall otherwise becomepaitia of acting, the Company shall appoint a sismre® the Rights Agent.
Notwithstanding the foregoing provisions of thicen 21, in no event shall the resignation or reato@f a Rights Agent be effective unti
successor Rights Agent shall have been appointdhave accepted such appointment. If the Compaaly fsiil to make such appointment
within a period of 30 days after such removal ¢efait has been notified in writing of such resitioa or incapacity by the resigning or
incapacitated Rights Agent or by the holder of ghRCertificate (who shall, with such notice, subhis Right Certificate for inspection by
the Company), then the incumbent Rights Agent etibider of record of any Right Certificate may lggp any court of competent
jurisdiction for the appointment of a new Rightselgg Any successor Rights Agent, whether appoibtethe Company or by such a cot
shall be (a) a Person organized and doing busiumedsr the laws of the United States or any Staeet, in good standing, which is
authorized under such laws to exercise corporagt @ stock transfer powers and is subject torsigien or examination by federal or state
authority and which has at the time of its appoemitas Rights Agent a combined capital and sugflas least $50,000,000 or (b) an Affili
controlled by a Person described in clause (aliefdentence. After appointment, the successort®ighent shall be vested with the same
powers, rights, duties and responsibilities ashid been originally named as Rights Agent witlfarther act or deed; but the predecessor
Rights Agent shall deliver and transfer to the sgsor Rights Agent any property at the time held bgreunder, and execute and deliver any
further assurance, conveyance, act or deed negdssdine purpose. Not later than the effectiveedzftany such appointment the Company
shall file notice thereof in writing with the presissor Rights Agent and each transfer agent aftimemon Stock, and mail a
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notice thereof in writing to the registered holdefshe Right Certificates. Failure to give anyioetprovided for in this Section 21, however,
or any defect therein, shall not affect the legadit validity of the resignation or removal of tRé@ghts Agent or the appointment of the
successor Rights Agent, as the case may be.

22. Issuance of New Right Certificatédotwithstanding any of the provisions of this Rig Agreement or of the Rights to the contrary,
the Company may, at its option, issue new Rightifimtes evidencing Rights in such form as maypproved by its Board of Directors to
reflect any adjustment or change in the Purchaise BPer share and the number or kind or class afeshof stock or other securities or
property purchasable under the Right Certificataslenn accordance with the provisions of this Righgreement. In addition, in connection
with the issuance or sale of shares of Common Stildwing the Distribution Date and prior to thedemption or expiration of the Rights,
the Company shall, with respect to shares of Com8tonk so issued or sold pursuant to the exerdistook options or under any employee
plan or arrangement, or upon the exercise, coroeisi exchange of securities hereinafter issuetthé&yCompany, in each case existing prior
to the Distribution Date, issue Right Certificatepresenting the appropriate number of Rights imeation with such issuance or sale;
provided, however, that (i) no such Right Certificate shall be igdifeand to the extent that, the Company shatdhégsed by counsel that
such issuance would create a significant risk dfemi@ adverse tax consequences to the Comparhed?érson to whom such Right
Certificate would be issued, and (ii) no such Rigbttificate shall be issued, if, and to the extbat, appropriate adjustment shall otherwise
have been made in lieu of the issuance thereof.

23. _Redemption

(a) The Board of Directors may, at itsiap, at any time prior to the earlier of (x) thiest occurrence of a Flip-In Event or (y) the Close
of Business on the Expiration Date, redeem allnmtiiess than all the then outstanding Rightsralemption price of $0.001 per Right, as
such amount may be appropriately adjusted to redlieg stock split, stock dividend or similar tracisan occurring after the date hereof (such
redemption price being hereinafter referred tchas‘Redemption Price”).

(b) Immediately upon the action of theaBbof Directors ordering the redemption of thelRsg(or at such later time as the Board of
Directors may establish for the effectiveness achstedemption), and without any further action aiithout any notice, the right to exercise
the Rights will terminate and the only right thdteaof the holders of Rights shall be to receive Redemption Price. The Company shall
promptly give public notice of any such redemptiprovided, however, that the failure to give, or any defect in, angls notice shall not
affect the validity of such redemption. Within 18ys after such action of the Board of Directorseoirdy the redemption of the Rights (or
such later time as the Board of Directors may distalfor the effectiveness of such redemption),@oenpany shall mail a notice of
redemption to all the holders of the then outstagdRights at their last addresses as they appearthe registry books of the Rights Agent
or, prior to the Distribution Date, on the registigoks of the transfer agent for the Common Stécky. notice which is mailed in the manner
herein provided shall be deemed given, whethepbthe holder receives the notice. Each such noficedemption shall state the method by
which the payment of the Redemption Price will
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be made. The failure to give notice required bg Bection 23(b) or any defect therein shall natafthe legality or validity of the action
taken by the Company.

(c) In the case of a redemption permitiader Section 23(a) hereof, the Company maysaigtion, discharge all of its obligations w
respect to the Rights by (i) issuing a press releanouncing the manner of redemption of the Rights(ii) mailing payment of the
Redemption Price to the registered holders of fightR at their last addresses as they appear aedfiery books of the Rights Agent or, pi
to the Distribution Date, on the registry bookgh# transfer agent of the Common Stock, and upoh aation, all outstanding Right
Certificates shall be null and void without anythar action by the Company.

24. Exchange of Rights for Common Stock

(a) The Board of Directors may, at itsiap, at any time after the occurrence of a Fligelrent, exchange all or part of the then
outstanding and exercisable Rights (which (i) shatlinclude Rights that have become null and yoidsuant to the provisions of Section 11
(a)(ii) and (ii) shall include, without limitatiogny Rights issued after the Distribution Datednadance with Section 22 hereof) for share
Common Stock at an exchange ratio of one sharewfn@n Stock per Right, appropriately adjusted fleceany stock split, stock dividend
or similar transaction occurring after the datesbé(the “Exchange Ratio”). Notwithstanding theefgoing the Board of Directors shall not be
empowered to effect such exchange at any time aftgiPerson (other than an Exempt Person), togeifitteall Affiliates and Associates of
such Person, becomes the Beneficial Owner of sledui@smmon Stock aggregating 50% or more of theeshaf Common Stock then
outstanding. From and after the occurrence of amtespecified in Section 13(a) hereof, any Righ#t theretofore have not been exchanged
pursuant to this Section 24(a) shall thereaftegx®rcisable only in accordance with Section 13raag not be exchanged pursuant to this
Section 24(a).

(b) Immediately upon the action of theaBbof Directors ordering the exchange of any Rightrsuant to subsection (a) of this
Section 24 and without any further action and witheny notice, the right to exercise such Rightdlgerminate and the only right thereafter
of a holder of such Rights shall be to receive thahber of shares of Common Stock equal to the enmbsuch Rights held by such holder
multiplied by the Exchange Ratio. The Company shiamptly give public notice of any such exchamgeyided, however, that the failure
to give, or any defect in, such notice shall né¢etfthe validity of such exchange. The Companymatty shall mail a notice of any such
exchange to all of the holders of such Rights eit thast addresses as they appear upon the repmbis of the Rights Agent. Any notice
which is mailed in the manner herein provided shaltleemed given, whether or not the holder resdhwe notice. Each such notice of
exchange will state the method by which the exchafghe shares of Common Stock for Rights wilkfffected and, in the event of any
partial exchange, the number of Rights which wélldxchanged. Any partial exchange shall be effqutedata based on the number of Ri¢
(other than Rights which have become null and yoisuant to the provisions of Section 11(a)(ii)dug) held by each holder of Rights.

(c) In any exchange pursuant to thisiBe@4, the Company, at its option, may substitatel, in the event that there shall not be
sufficient shares of Common Stock issued but ntdtanding or authorized but unissued to permiteghange of Rights as contemplated

32




in accordance with this Section 24, the Companyl shhstitute to the extent of such insufficienfyr, each share of Common Stock that
would otherwise be issuable upon exchange of atRighumber of shares of Preferred Stock or PredeBtock Equivalent or fractions ther
having an aggregate current per share market (dé&termined pursuant to Section 11(d) hereof) egutide current per share market price of
one share of Common Stock (determined pursuane¢tidh 11(d) hereof) as of the date of the Fligeirent.

(d) In the event that there shall nosb#icient shares of Common Stock issued but ntdtanding or authorized but unissued to permit
any exchange of Rights as contemplated in accoedaitb this Section 24, the Company shall takeath action as may be necessary to
authorize additional shares of Common Stock farasse upon exchange of the Rights.

(e) The Company shall not be requireidsae fractions of shares of Common Stock or tridige certificates which evidence
fractional shares of Common Stock. In lieu of sfrelstional shares of Common Stock, the Company glagli to the registered holders of the
Right Certificates with regard to which such fraotl shares of Common Stock would otherwise bealdsuan amount in cash equal to the
same fraction of the current market value of a wiablare of Common Stock. For the purposes of @rsgpaph (d), the current market value
of a whole share of Common Stock shall be the @uivkarket Price of a share of Common Stock (asneefin Section 11(d) hereof for the
purposes of computations made other than pursad@dtion 11(a)(iii)) for the Trading Day immedigtprior to the date of exchange
pursuant to this Section 24.

25. Notice of Proposed Actions

(a) In case the Company, after the Oistion Date, shall propose (i) to effect any of tlensactions referred to in Section 11(a)(i) or to
pay any dividend to the holders of record of itsferred Stock payable in stock of any class or aerany other distribution to the holders of
record of its Preferred Stock (other than a regodaiodic cash dividend), or (ii) to offer to theltlers of record of its Preferred Stock or
options, warrants, or other rights to subscribeofoto purchase shares of Preferred Stock (inctudiny security convertible into or
exchangeable for Preferred Stock) or shares okstbany other class or any other securities, o@tiovarrants, convertible or exchangeable
securities or other rights, or (iii) to effect amgclassification of its Preferred Stock or any mtaization or reorganization of the Company
(iv) to effect any consolidation or merger withioto, or to effect any sale or other transfer (pérmit one or more of its Subsidiaries to
effect any sale or other transfer), in one or mmgsactions, of more than 50% of the assets aireppower of the Company and its
Subsidiaries (taken as a whole) to, any other Ress®ersons, or (v) to effect the liquidation sdisition or winding up of the Company, th
in each such case, the Company shall give to ealdehof record of a Right Certificate, in accordamnvith Section 26 hereof, notice of such
proposed action, which shall specify the recore diat the purposes of such transaction referred 8ection 11(a)(i), or such dividend or
distribution, or the date on which such reclasatfian, recapitalization, reorganization, consolmatmerger, sale or transfer of assets,
liquidation, dissolution or winding up is to takkape and the record date for determining partitypatherein by the holders of record of
Preferred Stock, if any such date is to be fixed, such notice shall be so given in the case ofaatipn covered by clause (i) or (ii) above at
least
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10 days prior to the record date for determinintgiéuis of record of the Preferred Stock for purpasfesuch action, and in the case of any ¢
other action, at least 10 days prior to the datd@ftaking of such proposed action or the dateadticipation therein by the holders of record
of Preferred Stock, whichever shall be the earlier.

(b) In case any of the transactions reféto in Section 11(a)(ii) or Section 13 of thigliRs Agreement are proposed, then, in any such
case, the Company shall give to each holder of Rjgh accordance with Section 26 hereof, noticehefproposal of such transaction at least
10 days prior to consummating such transaction¢hvhotice shall specify the proposed event anadtmsequences of the event to holders of
Rights under Section 11(a)(ii) or Section 13 herasfthe case may be, and, upon consummating gattion, shall similarly give notice
thereof to each holder of Rights.

(c) The failure to give notice requiregthis Section 25 or any defect therein shall rifgtch the legality or validity of the action taken
by the Company or the vote upon any such action.

26. Notices Notices or demands authorized by this Rights Agrent to be given or made by the Rights Agent ahbyholder of record
of any Right Certificate or Right to or on behditioe Company shall be sufficiently given or mafigeint by first-class mail, postage prepaid,
addressed (until another address is filed in wgitinth the Rights Agent) as follows:

Halozyme Therapeutics, Inc.
11388 Sorrento Valley Road
San Diego, California 92121
Attention: Chief Financial Officer

Subject to the provisions of Section 20 hereof, moiyjce or demand authorized by this Rights Agregnebe given or made by the Comp.
or by the holder of record of any Right CertificateRight to or on the Rights Agent shall be sudiitly given or made if sent by first-class
mail, postage prepaid, addressed (until anothereadds filed in writing with the Company) as fells:

Corporate Stock Transfer

3200 Cherry Creek South Drive, Suite 430
Denver, Colorado 80209

Attention: Shari Humpherys

Notices or demands authorized by this Rights Agesdrto be given or made by the Company or the Riglgent to the holder of record
any Right Certificate or Right shall be sufficigngiven or made if sent by first-class mail, postpgepaid, addressed to such holder at the
address of such holder as it appears upon themepmoks of the Rights Agent or, prior to the Bilstition Date, on the registry books of the
Transfer Agent.

27. _Supplements and Amendmerscept as provided in the penultimate sentendkisfSection 27, for so long as the Rights are the
redeemable, the Company may in its sole and alesdisitretion, and the Rights Agent shall if the @any so directs, supplement or amend
any provision of this Rights Agreement in any respethout the approval of any
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holders of the Rights. At any time when the Rigires no longer redeemable, except as provided ipghaltimate sentence of this Section
the Company may, and the Rights Agent shall, if@benpany so directs, supplement or amend this Riggteement without the approval of
any holders of Right Certificates in order to (iye any ambiguity, (ii) correct or supplement angyision contained herein which may be
defective or inconsistent with any other provisibiesein, (iii) shorten or lengthen any time perimteunder, or (iv) change or supplement the
provisions hereunder in any manner which the Compaaly deem necessary or desirable; provitiatino such supplement or amendment
shall adversely affect the interests of the holdéRights as such (other than an Acquiring Permoen Affiliate or Associate of an Acquiring
Person), and no such amendment may cause the Riggitsto become redeemable or cause the Agreagaint to become amendable other
than in accordance with this sentence. Notwithstandnything contained in this Rights Agreementi® contrary, no supplement or
amendment shall be made which changes the Redeniftiice. Prior to the Distribution Date, the instseof the holders of Rights shall be
deemed coincident with the interests of the holdéSommon Stock.

28. Successordill of the covenants and provisions of this RigAigreement by or for the benefit of the CompantherRights Agent
shall bind and inure to the benefit of their redpecsuccessors and assigns hereunder.

29. Benefits of this Rights Agreemeothing in this Rights Agreement shall be corstirto give to any person or corporation other than
the Company, the Rights Agent and the registerédehe of the Right Certificates (and, prior to fhistribution Date, the Common Stock) ¢
legal or equitable right, remedy or claim undes tRights Agreement; this Rights Agreement shafob¢he sole and exclusive benefit of the
Company, the Rights Agent and the holders of recbttie Right Certificates (and, prior to the Diistition Date, the Common Stock).

30. _Determinations and Actions by the BodrBioectors. The Board of Directors shall have the exclusige/@r and authority to
administer this Rights Agreement and to exerciseitfhts and powers specifically granted to therBad Directors or to the Company, or as
may be necessary or advisable in the administratidhis Rights Agreement, including, without liiaiton, the right and power to (i) interpret
the provisions of this Rights Agreement and (iik@all determinations deemed necessary or advisabtee administration of this Rights
Agreement (including, without limitation, a deterration to redeem or not redeem the Rights or tonanoe not amend this Rights
Agreement). All such actions, calculations, intetptions and determinations that are done or madeebBoard of Directors in good faith
shall be final, conclusive and binding on the Compdhe Rights Agent, the holders of the Rightsswash, and all other parties.

31. Governing LawThis Rights Agreement and each Right Certificgsseied hereunder shall be deemed to be a conteal# onder the
laws of the State of Delaware and for all purpates| be governed by and construed in accordanttethe laws of such state applicable to
contracts to be made solely by residents of swe stind performed entirely within such state.
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32. _CounterpartsThis Rights Agreement may be executed in any rmrrmabcounterparts and each of such counterpaatsfeh all
purposes be deemed to be an original, and all smehterparts shall together constitute but onethedame instrument.

33. Descriptive HeadingPescriptive headings of the several sectionsigfRights Agreement are inserted for conveniemty and
shall not control or affect the meaning or condiarcof any of the provisions hereof.

34. Severability If any term, provision, covenant or restrictidrtiis Rights Agreement is held by a court of cotepéjurisdiction or
other authority to be invalid, illegal or unenfoatéde, the remainder of the terms, provisions, caménand restrictions of this Rights
Agreement shall remain in full force and effect ahdll in no way be affected, impaired or invalatht
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IN WITNESS WHEREOF, the parties hereto havwgsed this Rights Agreement to be duly executed tlagid seals affixed and attested
as of the date and year first above written.

[SEAL]
ATTEST: HALOZYME THERAPEUTICS, INC.
By: /s/ David A. Ramsa By: /s/ Jonathan E. Lir

Name: David A. Ramsg Name: Jonathan E. Lil

Title: CFO Title: President & CEC
[SEAL]
ATTEST: CORPORATE STOCK TRANSFER
By: /s/ Shari Humphrey By: /s/ Carylyn K. Bell

Name: Shari Humphrey Name: Carylyn K. Bel

Title: Secretan Title: Presiden
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Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference irRbgistration Statement (Form S-8 No. 333-1199@®@gming to the Halozyme
Therapeutics, Inc. 2004 Stock Plan, NonstatutooglSOption Agreement with Andrew Kim and Assumedi@ps under Deliatroph
Pharmaceuticals, Inc. and the amended and re@64dStock Plan, in the Registration StatementnF8¢8 No. 333-133829) pertaining to
the Halozyme Therapeutics, Inc. 2005 Outside DinstiStock Plan and the Halozyme Therapeutics,2006 Stock Plan, in the Registration
Statement (Form S-3 No. 333-114776) of Halozymerdpeutics, Inc. for the registration of its comnsbock, in the Registration Statement
(Form S-3 No. 333-120448) of Halozyme Therapeutits, for the registration of its common stock, amdhe Registration Statement (Form
S-3 No. 333-125731) of Halozyme Therapeutics, flocthe registration of its common stock, prefersgack, debt securities and warrants and
in the related Prospectus of our reports dated Mag; 2008, with respect to the consolidated fireratatements of Halozyme Therapeutics,
Inc. and the effectiveness of internal control dirggincial reporting of Halozyme Therapeutics, Jriecluded in this Annual Report

(Form 10-K) for the year ended December 31, 2007.

s/ Ernst & Young LLF

San Diego, California
March 12, 2008






Exhibit 23.z

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference irRbgistration Statement (Form S-8 No. 333-1199@®@aming to the Halozyme
Therapeutics, Inc. 2004 Stock Plan, NonstatutooglSOption Agreement with Andrew Kim and assumetioms under Deliatroph
Pharmaceuticals, Inc. and the amended and reg@@dStock Plan, in the Registration Statementn{F8#8 No. 333-133829) pertaining to
the Halozyme Therapeutics, Inc. 2005 Outside DinstiStock Plan and the Halozyme Therapeutics,2006 Stock Plan, in the Registration
Statement (Form S-3 No. 333-114776) of Halozymerdpeutics, Inc. for the registration of its comnsbock, in the Registration Statement
(Form S-3 No. 333-120448) of Halozyme Therapeutits, for the registration of its common stock, amdhe registration Statement (Form
S-3 No. 333-125731) of Halozyme Therapeutics, flocthe registration of its common stock, prefersgack, debt securities and warrants and
in the related Prospectus of our report dated Mag;t2006, with respect to the consolidated finalnstiatements of Halozyme Therapeutics,
Inc. included in this Annual Report (Form 10-K) the year ended December 31, 2007.

/s CACCIAMATTA ACCOUNTANCY CORPORATION

Irvine, California
March 13, 2008






EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Jonathan E. Lim, Chief Executive Officer of Hayone Therapeutics, Inc. (the “Registrant”), do bgreertify in accordance with 18 U.S.C
1350, as adopted pursuant to Section 302 of theaBas-Oxley Act of 2002, that:

1.
2.

| have reviewed this Annual Report on Forn-K of Halozyme Therapeutics, In

Based on my knowledge, this report does notatio any untrue statement of a material fact ot torstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the Registrant as of, andlfi@ periods presented in this rep

The Registrant’s other certifying officers drate responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15-15(f)) for the Registrant and han

a) designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatmeg to the Registrant, including its consolidhgribsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pneggh anc

b) designed such internal control over finahaaorting, or caused such internal control owearicial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip

c) evaluated the effectiveness of the Registaisclosure controls and procedures and predéntthis report our conclusion about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) disclosed in this report any change in tegiBrant's internal control over financial repogithat occurred during the Registrant’s
most recent fiscal quarter (the Registrant’s fofigbal quarter in the case of an annual repost tias materially affected, or is
reasonably likely to materially affect, the Redst’s internal control over financial reportir

The Registrant’s other certifying officers drfthve disclosed, based on our most recent evafuat internal control over financial
reporting, to the Registrant’s auditors and thetaxanmittee of Registrant’s board of directors jjersons performing the equivalent
functions):

a) all significant deficiencies and materialakeesses in the design or operation of internairabaver financial reporting which are
reasonably likely to adversely affect the Regid’s ability to record, process, summarize and refrmahcial information; an

b) any fraud, whether or not material, thabirres management or other employees who have His@gn role in the Registrant’s
internal control over financial reportin

Date: March 13, 2008

/s/ Jonathan E. Lir

Jonathan E. Lim, M.C
Chief Executive Office






EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, David A. Ramsay, Chief Financial Officer of Halone Therapeutics, Inc. (the “Registrant”), do bgreertify in accordance with 18 U.S.C
1350, as adopted pursuant to Section 302 of theaBas-Oxley Act of 2002, that:

1.
2.

| have reviewed this Annual Report on Forn-K of Halozyme Therapeutics, In

Based on my knowledge, this report does notatio any untrue statement of a material fact ot torstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the Registrant as of, andlfi@ periods presented in this rep

The Registrant’s other certifying officers drate responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15-15(f)) for the Registrant and han

a) designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatmeg to the Registrant, including its consolidhgribsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pneggh anc

b) designed such internal control over finahaaorting, or caused such internal control owearicial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip

c) evaluated the effectiveness of the Registaisclosure controls and procedures and predéntthis report our conclusion about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) disclosed in this report any change in tegiBrant's internal control over financial repogithat occurred during the Registrant’s
most recent fiscal quarter (the Registrant’s fofigbal quarter in the case of an annual repost tias materially affected, or is
reasonably likely to materially affect, the Redst’s internal control over financial reportir

The Registrant’s other certifying officers drfthve disclosed, based on our most recent evafuat internal control over financial
reporting, to the Registrant’s auditors and thetaxanmittee of Registrant’s board of directors jjersons performing the equivalent
functions):

a) all significant deficiencies and materialakeesses in the design or operation of internairabaver financial reporting which are
reasonably likely to adversely affect the Regid’s ability to record, process, summarize and refrmahcial information; an

b) any fraud, whether or not material, thabirres management or other employees who have His@gn role in the Registrant’s
internal control over financial reportin

Date: March 13, 2008

/s/ David A. Ramsa

David A. Ramsa
Chief Financial Officel






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 of HalozymeeTdpeutics, Inc. (the “Registrant”) on Form K er the Year ended December 31, 2(
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), I, Jonathahit, MD, Chief Executive Officer of
the Registrant, certify, pursuant to 18 U.S.C. 1280adopted pursuant to Section 906 of the Sasb@rkey Act of 2002, that, to the best of

my knowledge:
(1) The Report fully complies with the requirementsSefction 13(a) of the Securities Exchange Act of41@% U.S.C. 78m); an

(2) The information contained in the Reportlfapresents, in all material respects, the finahcondition and results of operations of the
Registrant

Dated: March 13, 2008 /s/ Jonathan E. Lim
Jonathan E. Lim, M.D

Chief Executive Officer






EXHIBIT 32.2

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 of HalozymeeTdpeutics, Inc. (the “Registrant”) on Form K @er the Year ended December 31, 2(
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), |, David ARy, Chief Financial Officer of the
Registrant, certify, pursuant to 18 U.S.C. 1350adaspted pursuant to Section 906 of the Sarbanésy@xt of 2002, that, to the best of my
knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) of the Securities Exchange Act of41@% U.S.C. 78m); an

(2) The information contained in the Reportljapresents, in all material respects, the finahcondition and results of operations of the
Registrant

Dated: March 13, 2008 /s/ David A. Ramsay
David A. Ramsay
Chief Financial Officer




