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PART I
Item 1.

Business

This Annual Report on Form 10-K contains forward-looking statements regarding our business, financial condition, results of operations
and prospects. Words such as “expect,” “anticipate,” “intend,” “plan,” “believe,” “seek,” “estimate,” “think,” “may,” “could,” “will,”
“would,” “should,” “continue,” “potential,” “likely,” “opportunity” and similar expressions or variations of such words are intended to
identify forward-looking statements, but are not the exclusive means of identifying forward-looking statements in this Annual Report.
Additionally, statements concerning future matters such as the development or regulatory approval of new products, enhancements of existing
products or technologies, third party performance under key collaboration agreements, revenue and expense levels and other statements
regarding matters that are not historical are forward-looking statements.
Although forward-looking statements in this Annual Report reflect the good faith judgment of our management, such statements can only
be based on facts and factors currently known by us. Consequently, forward-looking statements are inherently subject to risks and uncertainties
and actual results and outcomes may differ materially from the results and outcomes discussed in or anticipated by the forward-looking
statements. Factors that could cause or contribute to such differences in results and outcomes include without limitation those discussed under
the heading “Risk Factors” below, as well as those discussed elsewhere in this Annual Report. Readers are urged not to place undue reliance on
these forward-looking statements, which speak only as of the date of this Annual Report. We undertake no obligation to revise or update any
forward-looking statements in order to reflect any event or circumstance that may arise after the date of this Annual Report. Readers are urged
to carefully review and consider the various disclosures made in this Annual Report, which attempt to advise interested parties of the risks and
factors that may affect our business, financial condition, results of operations and prospects.
References to “Halozyme,” "the Company" “we,” “us” and “our” refer to Halozyme Therapeutics, Inc. and its wholly owned subsidiary,
Halozyme, Inc. References to “Notes” refer to the Notes to Consolidated Financial Statements included herein (refer to Item 8).
Overview
Halozyme is a science-driven, biopharmaceutical company committed to making molecules into medicines for patients in need. Our
research focuses primarily on human enzymes that alter the extracellular matrix. The extracellular matrix is a complex matrix of proteins and
carbohydrates surrounding the cell that provides structural support in tissues and orchestrates many important biological activities, including cell
migration, signaling and survival. Over many years, we have developed unique technology and scientific expertise enabling us to pursue this
target-rich environment for the development of therapies.
Our proprietary enzymes can be used to facilitate the delivery of injected drugs and fluids, thus enhancing the efficacy and the convenience
of other drugs or to alter abnormal tissue structures for clinical benefit. We have chosen to exploit our technology and expertise in a balanced
way to modulate both risk and spend by: (1) developing our own proprietary products in therapeutic areas with significant unmet medical needs,
such as diabetes, oncology and dermatology, and (2) licensing our technology to biopharmaceutical companies to collaboratively develop
products which combine our technology with the collaborators' proprietary compounds.
Our proprietary pipeline consists of multiple clinical stage products in diabetes, oncology and dermatology. We currently have
collaborations with F. Hoffmann-La Roche, Ltd. and Hoffmann-La Roche, Inc. (Roche), Pfizer Inc. (Pfizer), Baxter Healthcare Corporation
(Baxter), ViroPharma Incorporated (ViroPharma) and Intrexon Corporation (Intrexon), with three product candidates which have been submitted
for regulatory approval in the U.S. and/or Europe as well as several others at various stages of development.
We were founded in 1998 and reincorporated from the State of Nevada to the State of Delaware in November 2007. Our operations to date
have involved: (i) building infrastructure for and staffing our operations; (ii) acquiring, developing and securing proprietary protection for our
technology; (iii) developing our proprietary product pipeline; (iv) entering into and supporting our
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collaborations with other companies to advance licensed product candidates; and (v) selling our own approved commercial product, Hylenex ®
recombinant (hyaluronidase human injection). Currently, we have received only limited revenue from the sales of Hylenex recombinant, in
addition to other revenues from our collaborations.
Future revenues from the sales and/or royalties of our product candidates which have not been approved will depend on the ability of
Halozyme and our collaborators to develop, manufacture, secure regulatory approvals and commercialize the product candidates. We have
incurred net operating losses each year since inception, with an accumulated deficit of approximately $298.6 million as of December 31, 2012 .
Our principal offices and research facilities are located at 11388 Sorrento Valley Road, San Diego, California 92121. Our telephone
number is (858) 794-8889 and our e-mail address is info@halozyme.com . Our website address is www.halozyme.com. Information found on, or
accessible through, our website is not a part of, and is not incorporated into, this Annual Report on Form 10-K. Our periodic and current reports
that we filed with the SEC are available on our website at www.halozyme.com , free of charge, as soon as reasonably practicable after we have
electronically filed such material with, or furnished them to, the SEC, including our annual reports on Form 10-K, quarterly reports on Form 10Q, current reports on Form 8-K and any amendments to those reports. Further copies of these reports are located at the SEC's Public Reference
Room at 100 F Street, N.W., Washington, D.C. 20549, and online at http://www.sec.gov .
Technology
rHuPH20
The majority of the product candidates in our current pipeline are based on rHuPH20, a patented human recombinant hyaluronidase
enzyme. rHuPH20 temporarily breaks down hyaluronic acid (HA) - a naturally occurring substance that is a major component of the
extracellular matrix in tissues throughout the body such as skin and cartilage. We believe this temporary degradation creates an opportunistic
window for the improved subcutaneous delivery of injectable biologics, such as monoclonal antibodies and other large therapeutic molecules, as
well as small molecules and fluids. The HA reconstitutes its normal density within several days and, therefore, we anticipate that any effect of
rHuPH20 on the architecture of the subcutaneous space is temporary. rHuP20 can thus be applied as a drug delivery platform to increase
dispersion and absorption of other injected drugs and fluids that are injected under the skin or in the muscle thereby enhancing efficacy or
convenience. For example, rHuPH20 can be used to convert drugs that must be delivered intravenously into subcutaneous injections or to reduce
the number of subcutaneous injections needed for effective therapy. We refer to the application of rHuPH20 to facilitate the delivery of other
drugs or fluids as Enhanze ™ technology. rHuPH20 is also the active ingredient in our first commercially approved product, Hylenex
recombinant.
Other Enzymes/Technologies
Additionally, we are expanding our scientific work to develop other enzymes and agents that target the extracellular matrix's unique
aspects, giving rise to potentially new molecular entities that can be applicable to endocrinology, oncology and dermatology. For example, we
are developing a formulation of rHuPH20 and insulin for the treatment of diabetes mellitus. We are also developing a PEGylated version of the
rHuPH20 enzyme (PEGPH20), that lasts for an extended period in the bloodstream, and may therefore better target solid tumors by degrading
the surrounding HA and reducing the interstitial fluid pressure within malignant tumors to allow better penetration by chemotherapeutic agents.
Also in development is HTI-501, which is an engineered drug formulation variant of cathepsin L (a lysosomal proteinase), that acts by degrading
collagen. HTI-501 is a proprietary product candidate which is being developed for cellulite and other diseases/conditions involving collagen.
HTI-501 is the first enzyme in the category of what we call conditionally-active biologic (CAB) - that is, biologics that are only active under
certain physiologic conditions such as acidic conditions in the case of HTI-501. In theory, CABs should have the benefit of reducing side effects
of therapeutic molecules through their selective action. We continue to conduct research aimed at further development of CABs.
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Strategy
Our business model is based both on developing our own proprietary products as well as entering into high value collaborations. This
business model allows for growth in which revenue garnered from collaboration products buffers the spend on proprietary products, resulting in
long term sustained growth with a quicker evolution to positive cash flow.
Key aspects of our corporate strategy include the following:
• Secure revenues from existing channels
• Grow existing and pursue new collaborations leveraging the clinical benefit of rHuPH20
• Advance proprietary programs
• Maintain fiscal discipline to manage business toward positive cash flow
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Product and Product Candidates
We have one marketed product and multiple product candidates targeting several indications in various stages of development. The
following table summarizes our proprietary product and product candidates as well as product candidates under development with our
collaborators:

Proprietary Pipeline
Hylenex Recombinant (hyaluronidase human injection)
Hylenex recombinant is a formulation of rHuPH20 that has received the U.S. Food and Drug Administration (FDA) approval to facilitate
subcutaneous fluid administration for achieving hydration, to increase the dispersion and absorption of other injected drugs and, in subcutaneous
urography and to improve resorption of radiopaque agents. We reintroduced Hylenex recombinant to the market in December 2011 after
resolution of a voluntary recall and the return by Baxter of marketing rights to us. Upon its return to the market, our focus was to take advantage
of the initial markets previously developed by Baxter. We are continuing to assess our commercial and strategic options for the product to
address additional uses such as in connection with insulin pumps as described further below under “ More Physiologic (Ultrafast) Insulin
Program .”
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More Physiologic (Ultrafast) Insulin Program
Our lead proprietary program uses rHuPH20 with prandial (mealtime or rapid-acting) insulin for the treatment of diabetes mellitus.
Diabetes mellitus is an increasingly prevalent, costly condition associated with substantial morbidity and mortality. Attaining and maintaining
normal blood sugar levels to minimize the long-term clinical risks is a key treatment goal for people living with diabetes.
The primary goal of our more physiologic insulin program is to develop a best-in-class insulin product, with demonstrated clinical benefits
for type 1 and 2 diabetes mellitus patients, in comparison to the current standard of care analog insulin products. With a more rapidly absorbed,
faster acting insulin product, we seek to demonstrate one or more significant improvements relative to existing treatment, such as improved
glycemic control, less hypoglycemia and less weight gain. A number of clinical trials investigating the various attributes of our insulin
candidates have been completed.
We currently view two distinct opportunities to exploit the prandial insulin market. The first opportunity (what we refer to as the Multiple
Daily Injection (MDI) market) is to combine rHuPH20 with a rapid acting analog insulin, e.g., insulin lispro (Humalog ® ) (Lispro-PH20), insulin
aspart (Novolog ® ) (Aspart-PH20) and insulin glulisine (Apidra ® ), (each such combination, Analog-PH20), to accelerate their action. Based on
the data we have seen thus far, we believe that a large biotechnology or pharmaceutical company with global access to the primary care markets
would be best positioned to maximize the value of the MDI market, and therefore entering into a collaboration would be an attractive option for
us to leverage this opportunity. The second opportunity (what we refer to as the Continuous Subcutaneous Insulin Injection (CSII) market) is to
pre-administer Hylenex recombinant in analog insulin pump therapy at the time of infusion site change (once every 48-72 hours). We believe
that the pre-administration of Hylenex recombinant could be the best product offering for the CSII market, and we currently intend to
commercially exploit this opportunity ourselves.
We are currently conducting preparation activities to commercially launch Hylenex recombinant in the CSII market for pre-administration
with analog insulin, including product manufacturing, delivery device development and supportive clinical studies. In each case, pairing
rHuPH20 with prandial insulin facilitates faster insulin dispersion in, and absorption from, the subcutaneous space into the vascular
compartment, leading to faster insulin response. By making mealtime insulin onset faster, i.e., providing earlier insulin to the blood and thus
earlier glucose-lowering activity, PH20 may yield a more physiologic insulin effect, similar to that found in healthy, non-diabetic people.
The following sets forth the current development status of our insulin programs with respect to the MDI and CSII markets:
MDI
With regard to MDI opportunity, we published data from two treatment studies - one in type 1 diabetes patients and one in type 2 diabetes
patients. Copies of these publications can be found at http://www.halozyme.com/Technology/Journals-Abstracts-And-Posters/default.aspx. Both
studies met their primary endpoints of A1C non-inferiority (A1C is a measure of average blood sugar over three months) and improved postprandial glucose control compared to patients who were treated with analog insulin alone. Additionally, data from the type 1 diabetes treatment
study indicated that Analog-PH20 formulations reduced hypoglycemia compared to analog insulin alone.
CSII
For the CSII market, we have published interim data from a study evaluating the use of Hylenex recombinant in analog insulin pump
therapy that showed pre-administration of Hylenex recombinant provided a “faster-on faster-off” more physiologic profile than current rapid
insulin analogs. Copies of these publications can be found at http://www.halozyme.com/Technology/Journals-Abstracts-AndPosters/default.aspx. Data from the double-blind cross-over study showed that pre-administration of Hylenex recombinant, at the time of infusion
set change, not only accelerated the absorption and action of mealtime insulin, but also provided a more consistent insulin action profile over the
three days of the infusion set life which resulted in improved post-prandial glucose control.
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PEGPH20
We are developing an investigational PEGylated form of rHuPH20 (PEGPH20), a new molecular entity, as a candidate for the systemic
treatment of tumors that accumulate HA. PEGylation refers to the attachment of polyethylene glycol to rHuPH20, thereby creating PEGPH20.
One of the novel properties of PEGPH20 is that it lasts for an extended duration in the bloodstream and, therefore, can be used to maintain
therapeutic effect to treat systemic disease.
Overall, approximately 25 percent of solid malignancies accumulate high levels of HA, including pancreatic, lung, breast, colon and
prostate cancers, and therefore we believe that PEGPH20 has the potential to help patients in these types of cancer. Among solid tumors,
pancreatic ductal adenocarcinoma is associated with the highest frequency of HA overexpression (approximately 87%). Aberrant accumulation
of this component of the tumor's infrastructure supports a protective network that surrounds certain tumors. This pathologic accumulation of HA,
along with other matrix components, creates a unique microenvironment for the growth of tumor cells compared to normal cells. We believe that
depleting the HA component of the tumor architecture with PEGPH20 disrupts the tumor microenvironment and opens the previously
constricted vessels to allow anti-cancer therapies to have greater access to the tumor, which may enhance the chemotherapy's treatment effect.
Increased blood flow may also enhance radiotherapy treatment effect. We have generated data showing that disrupting the specialized
environment around tumors with PEGPH20 alone may also directly inhibit the tumor growth.
We are currently conducting clinical trials with PEGPH20 in the treatment of solid tumors. In these trials, a dose of oral dexamethasone, a
steroid, is administered to all patients prior to and subsequent to intravenous administration of PEGPH20 to minimize the side effect of
PEGPH20. Our Phase 2 clinical trial, with a Phase 1b run-in period, for patients with metastatic pancreatic cancer is currently ongoing, and the
enrollment of the run-in phase is complete. We have identified our intended Phase 2 dose of PEGPH20 in combination with gemcitabine, a
chemotherapeutic drug. In a recent publication on a metastatic pancreatic adenocarcinoma Phase 3 study conducted by Celgene Corporation, it
was reported that ABRAXANE™ plus gemcitabine demonstrated a 59% increase in one-year survival and doubling the survival rate at two
years as compared to gemcitabine alone. Based on such reported data, we believe that the ABRAXANE plus gemcitabine regimen will become
the standard treatment for metastatic pancreatic cancer. As a result, we have made the strategic decision to start a new randomized Phase 2 trial
to assess the safety, tolerability and efficacy of PEGPH20 in combination with gemcitabine and ABRAXANE. We expect to initiate this trial in
the first half of 2013.
HTI-501
HTI-501, an engineered drug formulation variant of cathepsin L (a lysosomal proteinase), that acts by degrading collagen, is our first
conditionally-active biologic. Collagen is an abundant protein in the body, particularly in connective tissue, and is present in high amounts in the
extracellular matrix in the form of collagen fibers. Collagens are a class of helical proteins that are assembled into macromolecular fibrils and
fibers. The collagen fiber network provides a structural scaffolding framework in the extracellular matrix. In the skin, these collagen fibers
connect the superficial epithelial tissues to the underlying connective tissues. Collagen abnormalities contribute to a number of conditions,
including frozen shoulder, Dupuytren's contracture, Peyronie's disease and cellulite.
A conditionally active biologic is a molecule that is only active under certain physiological conditions. HTI-501 is active under mildly
acidic conditions and inactive at the neutral pH normally found in the tissue. The enzyme is combined with a mildly acidic buffer and injected in
its active state. The enzyme is only active locally and for a short period of time. Once the mildly acidic conditions of the HTI-501 administration
have been neutralized by the body, the enzyme becomes inactive. We intend to harness this conditional activity to exert control over the duration
and location of the enzyme's therapeutic activity, potentially improving the efficacy or safety of this product candidate for both medical and
aesthetic conditions.
We are exploring HTI-501 as an approach to the treatment of edematous fibrosclerotic panniculopathy, also known as cellulite. The
condition affects the great majority of post-adolescent women and is prevalent in all races. We believe that the collagen fibers (fibrous septa)
anchor the epidermis against the swelling of subcutaneous fat, which creates the dimpled appearance associated with the condition. We believe
that HTI-501 deposited under the skin can release the tension in the collagenous fibrous septa and
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thereby smoothing the dimpled appearance of the skin. HTI-501 may also be potentially utilized as a treatment for other conditions involving
collagen, such as frozen shoulder, Dupuytren's contracture, Peyronie's disease, keloids and hypertrophic scarring.
In September 2011, we initiated a Phase 1/2 clinical trial of HTI-501 in women with moderate to severe cellulite. The Phase 1 dose
escalation portion of the trial evaluated a single injection of different HTI-501 formulations into dimpled lesions of the skin followed by a Phase
2 portion of the trial where multiple lesions are targeted with the optimal dose and formulation. Up to 48 and 76 subjects may be enrolled in the
Phase 1 and Phase 2 portions of the trial, respectively. The interim results from the Phase 1 proof-of-concept and local tolerability study of HTI501 were presented at the 8th World Congress of the International Academy of Cosmetic Dermatology in Cancun, Mexico, which was held from
January 31 to February 3, 2012. In the Phase 1 portion of the clinical trial, no serious or severe adverse events were reported and the injection
was well tolerated. The most common adverse event was mild to moderate pain at the injection site that was generally bilateral (present at both
investigational drug and buffer control injection sites), lasted a few minutes and did not require treatment. We expect to present data from the
randomized Phase 2 study in the first half of 2013.
Collaborations
Roche Collaboration
In December 2006, we and Roche entered into an agreement under which Roche obtained a worldwide, exclusive license to develop and
commercialize product combinations of rHuPH20 with up to thirteen Roche target compounds (the Roche Collaboration). Roche initially had the
exclusive right to apply rHuPH20 to only three pre-defined Roche biologic targets with the option to exclusively develop and commercialize
rHuPH20 with ten additional targets. As of December 31, 2012, Roche has elected a total of five exclusive targets and retains the option to
develop and commercialize rHuPH20 with three additional targets through the payment of annual license maintenance fees. Refer to Note 3 for a
further discussion of the material terms of the Roche Collaboration.
In March 2012 and December 2012, respectively, Roche submitted Line Extension Applications to the European Medicines Agency
(EMA) for compounds, directed at two of the five Roche exclusive targets, formulated with rHuPH20 (subcutaneous Herceptin and
subcutaneous MabThera). Additionally, Roche has completed a Phase 1 clinical trial for the exclusive target subcutaneous Actemra that is
formulated with rHuPH20.
In March 2012, Roche announced positive results from the Phase 3 clinical trial in women with early HER2-positive breast cancer who
received a fixed dose of a new subcutaneously delivered version of Roche's anticancer biologic, Herceptin (trastuzumab) formulated with
rHuPH20 (Herceptin SC). Herceptin is approved to treat HER2-positive breast cancer and currently is given intravenously. Breast cancer is the
most common cancer among women worldwide. Each year, more than 1.4 million new cases of breast cancer are diagnosed worldwide, and
nearly 450,000 people will die of the disease annually. In HER2-positive breast cancer, increased quantities of the HER2 protein are present on
the surface of the tumor cells. This is known as 'HER2 positivity' and affects approximately 15-20% of people with breast cancer. The trial was
designed to compare trastuzumab (active ingredient of Herceptin) concentration in the blood (pharmacokinetics), efficacy (pathologic complete
response) and safety of Herceptin SC to that of Herceptin IV. The trial met its co-primary endpoints of showing that the subcutaneous formation
produced comparable results to the IV formulation including trastuzumab concentration in the blood (serum concentrations) and efficacy. No
new safety signals were observed and adverse events were overall consistent with Herceptin IV. Herceptin SC is administered in about 5 minutes
whereas Herceptin IV requires about 30-90 minutes to infuse. Roche is also developing an auto-injector device that should further simplify the
process and could enable patients to be dosed at home or in the doctor's office rather than at an infusion clinic or hospital. Herceptin SC is also a
ready-to-use formulation, and thus may also significantly reduce pharmacy time as no medicine preparation time is required. This Phase 3
clinical trial was an open-label trial involving 595 women with HER2-positive early breast cancer.
In February 2011, Roche began a Phase 3 clinical trial for a subcutaneous formulation of MabThera (rituximab) (MabThera SC).
MabThera IV is approved for the treatment of non-Hodgkin's lymphoma (NHL) and Chronic Lymphocytic Leukemia (CLL), types of cancer that
affect lymphocytes (white blood cells). An estimated 66,000 new cases of NHL were diagnosed in the U.S. in 2009 with approximately 125,000
new cases reported worldwide. In December 2012, Roche presented positive data from the
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first stage of this two-stage study at the annual meeting of the American Society of Hematology. The study investigates pharmacokinetics,
efficacy and safety of MabThera SC. The primary endpoint in the first stage of the study was met, showing the MabThera SC injection resulted
in non-inferior MabThera concentrations in the blood compared with IV-infused MabThera (MabThera IV).
In 2009, Roche completed a Phase 1 clinical trial for a subcutaneous formulation of Actemra. This trial investigated the safety and
pharmacokinetics of subcutaneous Actemra in patients with rheumatoid arthritis. The results from this Phase 1 trial suggest that further
exploration may be warranted. Actemra administered intravenously is approved for the treatment of rheumatoid arthritis. Roche is separately
developing a subcutaneous form of Actemra that does not use rHuPH20 and is being investigated for weekly or biweekly administration.
Additional information about the Phase 3 Herceptin SC and Phase 3 MabThera SC clinical trials can be found at www.clinicaltrials.gov
and www.roche-trials.com . Information available on these websites is not incorporated into this report.
Baxter Gammagard Collaboration
GAMMAGARD LIQUID is a current Baxter product that is indicated for the treatment of primary immunodeficiency disorders associated
with defects in the immune system. In September 2007, we and Baxter entered into an agreement under which Baxter obtained a worldwide,
exclusive license to develop and commercialize product combinations of rHuPH20 with GAMMAGARD LIQUID (HyQ), or the Gammagard
Collaboration. Refer to Note 3 for a further discussion of the material terms of the Gammagard Collaboration.
Baxter filed a biologic license application (BLA) for HyQ in the U.S. in the second quarter of 2011. In September 2011, Baxter submitted
an application to the EMA for HyQ. On August 1, 2012, we announced that the FDA had issued a complete response letter (CRL) for Baxter's
HyQ BLA. The CRL requested additional preclinical data to support the BLA. The primary issues raised in the CRL focused on non-neutralizing
antibodies generated against rHuPH20 and the possible effects of these antibodies on reproduction, development and fertility. Elevated antirHuPH20 antibody titers were detected in the registration trial, but have not been associated with any adverse events. Pending Baxter and us
providing additional preclinical data sufficient to address the regulatory questions, the FDA has requested that patients should no longer be
dosed with rHuPH20 in the Baxter HyQ program. We are working in collaboration with Baxter to conduct the required preclinical studies
requested by the FDA. Baxter expects to meet with the FDA in Q2 2013 to discuss interim preclinical data as well as the proposed path forward.
Pfizer Collaboration
In December 2012, we and Pfizer entered into a collaboration and license agreement, under which Pfizer has the worldwide license to
develop and commercialize products combining rHuPH20 enzyme with Pfizer proprietary biologics directed to up to six targets (the Pfizer
Collaboration). Targets may be selected on an exclusive or non-exclusive basis. As of December 31, 2012, Pfizer has elected three exclusive
therapeutic targets in primary care and specialty care indications. Refer to Note 3 for a further discussion of the material terms of the Pfizer
Collaboration.
ViroPharma Collaboration
In May 2011, we and ViroPharma entered into a collaboration and license agreement under which ViroPharma obtained a worldwide
exclusive license for the use of rHuPH20 enzyme in the development of a subcutaneous injectable formulation of ViroPharma’s commercialized
product, Cinryze (C1 esterase inhibitor [human]) (the ViroPharma Collaboration). In addition, the license provides ViroPharma with exclusivity
to C1 esterase inhibitor and to the hereditary angioedema indication, along with three additional orphan indications. Refer to Note 3 for a further
discussion of the material terms of the ViroPharma Collaboration.
In March 2012, ViroPharma reported positive data from ViroPharma's Phase 2 subcutaneous trial of Cinryze in combination with Enhanze
technology in patients with hereditary angioedema, a rare, debilitating and potentially fatal genetic disease. These data demonstrate that
subcutaneous co-administration of Cinryze with rHuPH20 was easy to administer, well tolerated and resulted in sustained physiologically
relevant C1 INH functional concentrations. This innovative combination administered subcutaneously
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as a single injection will be further evaluated for the prevention of hereditary angioedema attacks. The results were presented in March 2012 at
the annual meeting of the American Academy of Allergy Asthma & Immunology. The open-label, multiple-dose Phase 2 clinical trial was
conducted in 12 subjects with hereditary angioedema. The study was designed to evaluate the safety, pharmacokinetics and pharmacodynamics
of subcutaneous administration of Cinryze in combination with rHuPH20. We believe this product candidate could improve flexibility and
convenience, and potentially allow prevention-minded patients living with hereditary angioedema to self administer every three or four days, just
as they do today with the current IV formulation, but with a single subcutaneous injection.
On August 1, 2012, ViroPharma announced that the FDA had requested that studies of the combination of Cinryze and rHuPH20 be placed
on temporary clinical hold pending the FDA's evaluation of potential safety concerns with Halozyme's rHuPH20 enzyme raised by the presence
of anti-rHuPH20 non-neutralizing antibodies that were detected in Baxter's HyQ program.
On September 21, 2012, ViroPharma and we announced that the FDA has provided guidance enabling ViroPharma to resume clinical
studies of the subcutaneous administration of Cinryze in combination with rHuPH20. The FDA informed ViroPharma that based on their
ongoing assessment, the FDA believes the potential safety signals regarding antibodies to rHuPH20 that were detected in Baxter's HyQ clinical
development program are limited to that specific program. The FDA has advised ViroPharma to amend the study protocol, allowing for
increased laboratory sampling to monitor anti-rHuPH20 antibody levels, and keep the FDA informed of elevated antibody levels, if any should
occur, during the treatment phase of the study. On December 19, 2012, ViroPharma and Halozyme announced that ViroPharma initiated its
Phase 2b double blind, multicenter, dose ranging study to evaluate the safety and efficacy of subcutaneous administration of Cinryze in
combination with rHuPH20.
Intrexon Collaboration
In June 2011, we and Intrexon entered into a collaboration and license agreement under which Intrexon obtained a worldwide exclusive
license for the use of rHuPH20 enzyme in the development of a subcutaneous injectable formulation of Intrexon’s recombinant human alpha 1antitrypsin (rHuA1AT) (the Intrexon Collaboration). In addition, the license provides Intrexon with exclusivity for a defined indication. Refer to
Note 3 for a further discussion of the material terms of the Intrexon Collaboration.
Customers
For the years ended December 31, 2012, 2011 and 2010 , 45% , 19% and 52% of total revenues, respectively, were from Roche and 17% ,
42% and 42% of total revenues, respectively, were from Baxter. For the year ended December 31, 2012, 22% of total revenues were from Pfizer.
In addition, for the year ended December 31, 2011, 22% of total revenues were from ViroPharma, and 16% of total revenues were from Intrexon
For information regarding our revenues from external customers, refer to Note 2, Summary of Significant Accounting Policies — Concentrations
of Credit Risk, Sources of Supply and Significant Customers .
Patents and Proprietary Rights
Patents and other proprietary rights are essential to our business. Our success will depend in part on our ability to obtain patent protection
for our inventions, to preserve our trade secrets and to operate without infringing the proprietary rights of third parties. Our strategy is to actively
pursue patent protection in the United States and certain foreign jurisdictions for technology that we believe to be proprietary to us and that
offers us a potential competitive advantage. Our patent portfolio includes thirteen issued patents, including one granted European patent, and a
number of pending patent applications. In general, patents have a term of 20 years from the application filing date or earlier claimed priority
date. Our issued patents will expire between 2022 and 2030. We are the exclusive licensee of the University of Connecticut under a patent
covering the DNA sequence that encodes human hyaluronidase. This patent expires in 2015. We have a patent issued by the U.S. Patent and
Trademark Office pertaining to recombinant human hyaluronidase which expires in 2027. A European patent, EP1603541, claiming rHuPH20
was granted to us on November 11, 2009 with claims to the human PH20 glycoprotein, PEGylated variants, a method of producing the
glycoprotein produced by recombinant methods, and pharmaceutical compositions with other agents, including antibodies, insulins, cytokines, a
chemotherapeutic agent and additional therapeutic classes. A third party opposed this patent in the European Patent Office in 2010, but withdrew
the opposition in March 2012. The European Patent Office has announced that the opposition has been resolved
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in our favor and that European patent, EP1603541, has been maintained as amended (European Patent Bulletin 13/04) with claims that are no
less broad than claims previously issued in a counterpart United States patent (U.S. Patent No. 7,767,429). In addition, we have under
prosecution throughout the world, multiple patent applications that relate to the recombinant human hyaluronidase and methods of using and
manufacturing recombinant human hyaluronidase (expiration of which applications can only be definitely determined upon maturation to our
issued patents). We believe our patent filings represent a barrier to entry for potential competitors looking to utilize these hyaluronidases.
In addition to patents, we rely on unpatented trade secrets, proprietary know-how and continuing technological innovation. We seek
protection of these trade secrets, proprietary know-how and innovation, in part, through confidentiality and proprietary information agreements.
Our policy is to require our employees, directors, consultants, advisors, collaborators, outside scientific collaborators and sponsored researchers,
other advisors and other individuals and entities to execute confidentiality agreements upon the start of employment, consulting or other
contractual relationships with us. These agreements provide that all confidential information developed or made known to the individual or
entity during the course of the relationship is to be kept confidential and not disclosed to third parties except in specific circumstances. In the
case of employees and some other parties, the agreements provide that all inventions conceived by the individual will be our exclusive property.
Despite the use of these agreements and our efforts to protect our intellectual property, there will always be a risk of unauthorized use or
disclosure of information. Furthermore, our trade secrets may otherwise become known to, or be independently developed by, our competitors.
We also file trademark applications to protect the names of our products and product candidates. These applications may not mature to
registration and may be challenged by third parties. We are pursuing trademark protection in a number of different countries around the world.
There can be no assurances that registered or unregistered trademarks or trade names of our company will not infringe on third parties rights or
will be acceptable to regulatory agencies.
Research and Development Activities
Our research and development expenses consist primarily of costs associated with the development and manufacturing of our product
candidates, compensation and other expenses for research and development personnel, supplies and materials, costs for consultants and related
contract research, clinical trials, facility costs and amortization and depreciation. We charge all research and development expenses to operations
as they are incurred. Our research and development activities are primarily focused on the development of our various product candidates.
Since our inception in 1998 through December 31, 2012 , we have incurred research and development expenses of $329.1 million . From
January 1, 2010 through December 31, 2012 , approximately 21% and 16% of our research and development expenses were associated with the
development of our more physiologic insulin and PEGPH20 product candidates, respectively. Due to the uncertainty in obtaining the FDA and
other regulatory approvals, our reliance on third parties and competitive pressures, we are unable to estimate with any certainty the additional
costs we will incur in the continued development of our proprietary product candidates for commercialization. However, we expect our research
and development expenses to increase as our product candidates advance into later stages of clinical development.
Manufacturing
We do not have our own manufacturing facility for our product and product candidates, or their active pharmaceutical ingredient (API), or
the capability to package our product. We have engaged third parties to manufacture bulk rHuPH20 API and our product Hylenex recombinant.
We have existing supply agreements with contract manufacturing organizations Avid Bioservices, Inc. (Avid), and Cook Pharmica LLC
(Cook) to produce supplies of bulk rHuPH20 API. These manufacturers each produce API under current Good Manufacturing Practices (cGMP)
for clinical uses. In addition, Avid currently produces API for Hylenex recombinant. In addition to supply obligations, Avid and Cook will also
provide support for the chemistry, manufacturing and controls sections for FDA and other regulatory filings. We rely on their ability to
successfully manufacture these batches according to product specifications, and Cook has limited experience manufacturing our API. In
addition, as a result of our contractual obligations to supply API to Roche for the product candidates they are developing including rHuPH20, we
have been required to significantly scale up our
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commercial API production at Cook during the last three years. It is essential for our business for Cook and Avid to (i) retain their status as
cGMP-approved manufacturing facilities; (ii) to successfully scale up our API production; or (iii) manufacture the API required by our
proprietary and collaboration products and product candidates.
We have a commercial manufacturing and supply agreement with Baxter, a cGMP-approved manufacturing facility, under which Baxter
provides the final fill and finish steps in the production process of Hylenex recombinant for a limited period of time. The initial term of the
agreement with Baxter expires on December 31, 2013; however, upon regulatory approval of a second filling line, the initial term will
automatically be extended to December 31, 2015, subject to further extensions in accordance with the terms and conditions of the agreement. We
also have a services agreement with another third party manufacturer for the technology transfer and fill and finish of Hylenex recombinant in
order to increase capacity and allow more favorable pricing.
Sales, Marketing and Distribution
HYLENEX Recombinant
Our commercial activities currently focus on Hylenex recombinant. We have a team of sales specialists that provide hospital and surgery
center customers with the information about Hylenex recombinant and information needed to obtain formulary approval for, and increase
utilization of, Hylenex recombinant. Our commercial activities also include marketing and related services and commercial support services such
as commercial operations, managed markets and commercial analytics. We also employ third-party vendors, such as advertising agencies,
market research firms and suppliers of marketing and other sales support related services to assist with our commercial activities.
We sell Hylenex recombinant in the United States to wholesale distributors, who sell to hospitals, ambulatory surgery centers and other
end-users. We have engaged Integrated Commercial Solutions (ICS), a division of AmerisourceBergen Specialty Group, a subsidiary of
AmerisourceBergen, to act as our exclusive distributor for commercial shipment and distribution of Hylenex recombinant to our customers in the
United States. In addition to distribution services, ICS provides us with other key services related to logistics, warehousing, returns and
inventory management, contract administration and chargeback processing and accounts receivable management. In addition, we utilize third
parties to perform various other services for us relating to regulatory monitoring, including call center management, adverse event reporting,
safety database management and other product maintenance services.
Competition
The pharmaceutical industry is characterized by rapidly advancing technologies, intense competition and a strong emphasis on proprietary
therapeutics. We face competition from a number of sources, some of which may target the same indications as our product or product
candidates, including large pharmaceutical companies, smaller pharmaceutical companies, biotechnology companies, academic institutions,
government agencies and private and public research institutions, many of which have greater financial resources, sales and marketing
capabilities, including larger, well established sales forces, manufacturing capabilities, experience in obtaining regulatory approvals for product
candidates and other resources than us. We face competition not only in the commercialization of Hylenex recombinant, but also for the inlicensing or acquisition of additional product candidates, and the out-licensing of our Enhanze technology. In addition, our collaborators face
competition in the commercialization of the product candidates for which the collaborators seek marketing approval from the FDA or other
regulatory authorities.
HYLENEX Recombinant
Hylenex recombinant is currently the only FDA-approved recombinant human hyaluronidase on the market. Bausch & Lomb Inc. is
currently the only other manufacturer that has an FDA-approved product, Vitrase ® , an ovine (ram) hyaluronidase. In addition, some commercial
pharmacies compound hyaluronidase preparations for institutions and physicians even though compounded preparations are not FDA-approved
products.
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Government Regulations
The FDA and comparable regulatory agencies in foreign countries regulate extensively the manufacture and sale of the pharmaceutical
products that we have developed or currently are developing. The FDA has established guidelines and safety standards that are applicable to the
laboratory and preclinical evaluation and clinical investigation of therapeutic products and stringent regulations that govern the manufacture and
sale of these products. The process of obtaining regulatory approval for a new therapeutic product usually requires a significant amount of time
and substantial resources. The steps typically required before a product can be introduced for human use include:
•

animal pharmacology studies to obtain preliminary information on the safety and efficacy of a drug; or

•

laboratory and preclinical evaluation in vitro and in vivo including extensive toxicology studies.

The results of these laboratory and preclinical studies may be submitted to the FDA as part of an investigational new drug (IND)
application. The sponsor of an IND application may commence human testing of the compound 30 days after submission of the IND, unless
notified to the contrary by the FDA.
The clinical testing program for a new drug typically involves three phases:
•

Phase 1 investigations are generally conducted in healthy subjects (in certain instances, Phase 1 studies that determine the maximum
tolerated dose and initial safety of the product candidate are performed in patients with the disease);

•

Phase 2 studies are conducted in limited numbers of subjects with the disease or condition to be treated and are aimed at determining the
most effective dose and schedule of administration, evaluating both safety and whether the product demonstrates therapeutic
effectiveness against the disease; and

•

Phase 3 studies involve large, well-controlled investigations in diseased subjects and are aimed at verifying the safety and effectiveness
of the drug.

Data from all clinical studies, as well as all laboratory and preclinical studies and evidence of product quality, are typically submitted to
the FDA in a new drug application (NDA). The results of the preclinical and clinical testing of a biologic product candidate are submitted to the
FDA in the form of a biologic license application (BLA), for evaluation to determine whether the product candidate may be approved for
commercial sale. In responding to a BLA or NDA, the FDA may grant marketing approval, request additional information, or deny the
application. Although the FDA’s requirements for clinical trials are well established and we believe that we have planned and conducted our
clinical trials in accordance with the FDA’s applicable regulations and guidelines, these requirements, including requirements relating to testing
the safety of drug candidates, may be subject to change as a result of recent announcements regarding safety problems with approved drugs.
Additionally, we could be required to conduct additional trials beyond what we had planned due to the FDA’s safety and/or efficacy concerns or
due to differing interpretations of the meaning of our clinical data. (See Part I, Item 1A, “Risk Factors.”)
The FDA’s Center for Drug Evaluation and Research must approve an NDA and the FDA’s Center for Biologics Evaluation and Research
must approve a BLA for a drug before it may be marketed in the United States. If we begin to market our proposed products for commercial sale
in the U.S., any manufacturing operations that may be established in or outside the United States will also be subject to rigorous regulation,
including compliance with cGMP. We also may be subject to regulation under the Occupational Safety and Health Act, the Environmental
Protection Act, the Toxic Substance Control Act, the Export Control Act and other present and future laws of general application. In addition,
the handling, care and use of laboratory animals are subject to the Guidelines for the Humane Use and Care of Laboratory Animals published by
the National Institutes of Health.
Regulatory obligations continue post-approval, and include the reporting of adverse events when a drug is utilized in the broader patient
population. Promotion and marketing of drugs is also strictly regulated, with penalties imposed for violations of FDA regulations, the Lanham
Act and other federal and state laws, including the federal anti-kickback statute.
We currently intend to continue to seek, directly or through our collaborators, approval to market our products and product candidates in
foreign countries, which may have regulatory processes that differ materially from those of the FDA. We anticipate
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that we will rely upon pharmaceutical or biotechnology companies to license our proposed products or independent consultants to seek approvals
to market our proposed products in foreign countries. We cannot assure you that approvals to market any of our proposed products can be
obtained in any country. Approval to market a product in any one foreign country does not necessarily indicate that approval can be obtained in
other countries.
From time to time, legislation is drafted and introduced in Congress that could significantly change the statutory provisions governing the
approval, manufacturing and marketing of drug products. In addition, FDA regulations and guidance are often revised or reinterpreted by the
agency or reviewing courts in ways that may significantly affect our business and development of our product candidates and any products that
we may commercialize. It is impossible to predict whether additional legislative changes will be enacted, or FDA regulations, guidance or
interpretations changed, or what the impact of any such changes may be.
Segment Information
We operate our business as one segment, which includes all activities related to the research, development and commercialization of
human enzymes that either transiently modify tissue under the skin to facilitate the delivery of injected drugs and fluids or to alter abnormal
tissue structures for clinical benefit. This segment also includes revenues and expenses related to (i) research and development activities
conducted under our collaboration agreements with third parties and (ii) product sales of Hylenex recombinant. The chief operating decisionmaker reviews the operating results on an aggregate basis and manages the operations as a single operating segment. We had no foreign based
operations and no long-lived assets located in foreign countries for the years ended December 31, 2012, 2011 and 2010 .
Executive Officers of the Registrant
Information concerning our executive officers, including their names, ages and certain biographical information can be found in Part III,
Item 10. “Directors, Executive Officers and Corporate Governance.” This information is incorporated by reference into Part I of this report.
Employees
As of February 25, 2013 , we had 152 full-time employees. None of our employees are unionized and we believe our employee relations to
be good.
Item 1A. Risk Factors
Risks Related To Our Business
We have generated only minimal revenue from product sales to date; we have a history of net losses and negative cash flow, and we may
never achieve or maintain profitability.
Relative to expenses incurred in our operations, we have generated only minimal revenues from product sales, licensing fees, milestone
payments, bulk rHuPH20 supply payments and research reimbursements to date and we may never generate sufficient revenues from future
product sales, licensing fees and milestone payments to offset expenses. Even if we ultimately do achieve significant revenues from product
sales, licensing fees, research reimbursements, bulk rHuPH20 supply payments and/or milestone payments, we expect to incur significant
operating losses over the next few years. We have never been profitable, and we may never become profitable. Through December 31, 2012 , we
have incurred aggregate net losses of approximately $298.6 million .
If our product candidates do not receive and maintain regulatory approvals, or if approvals are not obtained in a timely manner, such
failure or delay would substantially impair our ability to generate revenues.
Approval from the FDA is necessary to manufacture and market pharmaceutical products in the United States, and the other countries in
which we anticipate doing business have similar requirements. The process for obtaining FDA and other regulatory approvals is extensive, timeconsuming, risky and costly, and there is no guarantee that the FDA or other regulatory bodies will
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approve any applications that may be filed with respect to any of our product candidates, or that the timing of any such approval will be
appropriate for the desired product launch schedule for a product candidate. We, and our collaborators, attempt to provide guidance as to the
timing for the filing and acceptance of such regulatory approvals, but such filings and approvals may not occur when we or our collaborators
expect or at all. The FDA or other foreign regulatory agency may refuse or delay approval of our product candidates for failure to collect
sufficient clinical or animal safety data and require us or our collaborators to conduct additional clinical or animal safety studies which may
cause lengthy delays and increased costs to our programs. For example, we announced on August 1, 2012 that the FDA had issued a CRL for
Baxter's HyQ BLA. The CRL requested additional preclinical data to support the BLA. The primary issues raised in the letter focused on nonneutralizing antibodies generated against rHuPH20 and the possible effects of these antibodies on reproduction, development and fertility.
Elevated anti-rHuPH20 antibody titers were detected in the registration trial, but have not been associated with any adverse events. Pending
Baxter and us providing additional preclinical data sufficient to address the regulatory questions, the FDA has requested that patients should no
longer be dosed with rHuPH20 in the Baxter clinical studies. In view of the issues raised in the HyQ CRL, we had contacted the FDA regarding
the impact on Hylenex recombinant. After reviewing the applicable data submitted by us, FDA had confirmed that there was no need for actions
against Hylenex recombinant or clinical programs under the Hylenex recombinant IND application(s).
There can be no assurance that Baxter and we will be able to resolve the issues raised by the FDA in a timely manner which could result in
a delay or failure to gain regulatory approval for the HyQ product candidate. Furthermore, although we do not believe at this time that the issues
raised by the FDA with respect to the HyQ BLA will have a significant impact on our proprietary and other collaboration product candidates,
there can be no assurance that these concerns will not also be raised by the FDA or other health authorities in the future.
Only three of our collaboration product candidates are currently in the regulatory approval process and there are no proprietary product
candidates currently in the regulatory approval process. We and our collaborators may not be successful in obtaining such approvals for any
potential products in a timely manner, or at all. Refer to the risk factor titled “ Our proprietary and collaboration product candidates may not
receive regulatory approvals for a variety of reasons, including unsuccessful clinical trials ” for additional information relating to the approval
of product candidates.
Additionally, in order to continue to manufacture and market pharmaceutical products, we must maintain our regulatory approvals. If we or
any of our collaborators are unsuccessful in maintaining our regulatory approvals, our ability to generate revenues would be adversely affected.
If our contract manufacturers are unable to manufacture and supply to us API in the quantity and quality required by us or our
collaborators for use in our products and product candidates, our product development and commercialization efforts could be delayed or
stopped and our collaborations could be damaged.
We have existing supply agreements with contract manufacturing organizations Avid and Cook to produce bulk API. These manufacturers
each produce API under current cGMP for clinical uses. In addition, Avid currently produces API for Hylenex recombinant. In addition to supply
obligations, Avid and Cook will also provide support for the chemistry, manufacturing and controls sections for FDA and other regulatory
filings. We rely on their ability to successfully manufacture these batches according to product specifications, and Cook has relatively limited
experience manufacturing our API. In addition, as a result of our contractual obligations to Roche, we have been required to significantly scale
up our commercial API production at Cook during the last three years. If Cook is unable to obtain status as a cGMP-approved manufacturing
facility, or if either Avid or Cook: (i) is unable to retain status as cGMP-approved manufacturing facilities; (ii) is unable to otherwise
successfully scale up our API production; (iii) fails to manufacture and supply API in the quantity and quality required by us or our collaborators
for use in our proprietary and collaboration products and product candidates for any other reason, or (iv) provides the necessary support for the
chemistry, manufacturing and controls sections for FDA and other regulatory filings, our business will be adversely affected. In addition, a
significant change in such parties' business or financial condition could adversely affect their abilities to fulfill their contractual obligations to us.
In particular, due to announced adverse clinical results, Avid's parent, Peregrine Pharmaceuticals, Inc., has recently experienced a significant
decline in its stock price, a lender has recently recalled a loan to the company, and the company is currently party to multiple securities lawsuits.
We have not established, and may not be able to establish, favorable arrangements with additional API manufacturers and suppliers of the
ingredients necessary to manufacture the API should the
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existing manufacturers and suppliers become unavailable or in the event that our existing manufacturers and suppliers are unable to adequately
perform their responsibilities. We have attempted to mitigate the impact of supply interruption through the establishment of excess API
inventory, but there can be no assurances that this safety stock will be maintained or that it will be sufficient to address any delays, interruptions
or other problems experienced by Avid and/or Cook. Any delays, interruptions or other problems regarding the ability of Avid and/or Cook to
supply API on a timely basis could: (i) cause the delay of clinical trials or otherwise delay or prevent the regulatory approval of proprietary or
collaboration product candidates; (ii) delay or prevent the effective commercialization of proprietary or collaboration products; and/or (iii) cause
us to breach contractual obligations to deliver API to our collaborators. Such delays would likely damage our relationship with our collaborators
under our key collaboration agreements, and they would have a material adverse effect on our business and financial condition.
If any party to a key collaboration agreement, including us, fails to perform material obligations under such agreement, or if a key
collaboration agreement, or any other collaboration agreement, is terminated for any reason, our business could significantly suffer.
We have entered into multiple collaboration agreements under which we may receive significant future payments in the form of milestone
payments, target designation fees, maintenance fees and royalties. We are dependent on our collaborators to develop and commercialize product
candidates subject to our collaborations in order for us to realize any financial benefits from these collaborations. Our collaborators may not
devote the attention and resources to such efforts that we would to such efforts ourselves or simultaneously develop and commercialize products
in competition to those products we have licensed to them. In addition, in the event that a party fails to perform under a key collaboration
agreement, or if a key collaboration agreement is terminated, the reduction in anticipated revenues could delay or suspend our product
development activities for some of our product candidates, as well as our commercialization efforts for some or all of our products. Specifically,
the termination of a key collaboration agreement by one of our collaborators could materially impact our ability to enter into additional
collaboration agreements with new collaborators on favorable terms, if at all. In certain circumstances, the termination of a key collaboration
agreement would require us to revise our corporate strategy going forward and reevaluate the applications and value of our technology.
Most of our current proprietary and collaboration products and product candidates rely on the rHuPH20 enzyme.
rHuPH20 is a key technological component of Enhanze technology and our most advanced proprietary and collaboration products and
product candidates, including the product candidates under our Roche, Pfizer, Baxter, ViroPharma and Intrexon collaborations, our more
physiologic insulin program, our PEGPH20 program and Hylenex recombinant. An adverse development for rHuPH20 (e.g., an adverse
regulatory determination relating to rHuPH20, if we are unable to obtain sufficient quantities of rHuPH20, if we are unable to obtain or maintain
material proprietary rights to rHuPH20 or if we discover negative characteristics of rHuPH20) would substantially impact multiple areas of our
business, including current and potential collaborations, as well as proprietary programs. For example, we announced on August 1, 2012 that the
FDA has issued a CRL for Baxter's HyQ BLA. The CRL requested additional preclinical data to support the BLA. The primary issues raised in
the letter focused on non-neutralizing antibodies generated against rHuPH20 and the possible effects of these antibodies on reproduction,
development and fertility. Elevated anti-rHuPH20 antibody titers were detected in the registration trial, but have not been associated with any
adverse events. Pending Baxter and us providing additional preclinical data sufficient to address the regulatory questions, the FDA has requested
that patients should no longer be dosed with rHuPH20 in the Baxter clinical studies. Although we do not believe at this time that the issues raised
by the FDA with respect to the HyQ BLA will have a significant impact on our proprietary and other collaboration product candidates, there can
be no assurance that these concerns will not also be raised by the FDA or other health authorities in the future. For example, due to the issues
raised by the FDA in the Baxter CRL, ViroPharma's subcutaneous Cinryze program was put on temporary hold although the hold was
subsequently lifted by FDA.
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Our proprietary and collaboration product candidates may not receive regulatory approvals for a variety of reasons, including
unsuccessful clinical trials.
Clinical testing of pharmaceutical products is a long, expensive and uncertain process, and the failure or delay of a clinical trial can occur
at any stage. Even if initial results of preclinical and nonclinical studies or clinical trial results are promising, we or our collaborators may obtain
different results in subsequent trials or studies that fail to show the desired levels of safety and efficacy, or we may not, or our collaborators may
not, obtain applicable regulatory approval for a variety of other reasons. Preclinical, nonclinical, and clinical trials for any of our proprietary or
collaboration product candidates could be unsuccessful, which would delay or prohibit regulatory approval and commercialization of the product
candidates. In the United States and other jurisdictions, regulatory approval can be delayed, limited or not granted for many reasons, including,
among others:
•
•
•
•
•
•
•
•
•
•

clinical results may not meet prescribed endpoints for the studies or otherwise provide sufficient data to support the efficacy of our
product candidates;
clinical and nonclinical test results may reveal side effects, adverse events or unexpected safety issues associated with the use of
our product candidates;
regulatory review may not find a product candidate safe or effective enough to merit either continued testing or final approval;
regulatory review may not find that the data from preclinical testing and clinical trials justifies approval, or they may require
additional studies that would significantly delay or make continued pursuit of approval commercially unattractive;
a regulatory agency may reject our trial data or disagree with our interpretations of either clinical trial data or applicable
regulations;
the cost of clinical trials required for product approval may be greater than what we originally anticipate, and we may decide to not
pursue regulatory approval for such a product;
a regulatory agency may not approve our manufacturing processes or facilities, or the processes or facilities of our collaborators,
our contract manufacturers or our raw material suppliers;
a regulatory agency may identify problems or other deficiencies in our existing manufacturing processes or facilities, or the
existing processes or facilities of our collaborators, our contract manufacturers or our raw material suppliers;
a regulatory agency may change its formal or informal approval requirements and policies, act contrary to previous guidance, adopt
new regulations or raise new issues or concerns late in the approval process; or
a product candidate may be approved only for indications that are narrow or under conditions that place the product at a
competitive disadvantage, which may limit the sales and marketing activities for such product candidate or otherwise adversely
impact the commercial potential of a product.

If a proprietary or collaboration product candidate is not approved in a timely fashion on commercially viable terms, or if development of
any product candidate is terminated due to difficulties or delays encountered in the regulatory approval process, it could have a material adverse
impact on our business, and we will become more dependent on the development of other proprietary or collaboration product candidates and/or
our ability to successfully acquire other products and technologies. There can be no assurances that any proprietary or collaboration product
candidate will receive regulatory approval in a timely manner, or at all.
We anticipate that certain proprietary and collaboration products will be marketed, and perhaps manufactured, in foreign countries. The
process of obtaining regulatory approvals in foreign countries is subject to delay and failure for the reasons set forth above, as well as for reasons
that vary from jurisdiction to jurisdiction. The approval process varies among countries and jurisdictions and can involve additional testing. The
time required to obtain approval may differ from that required to obtain FDA approval. Foreign regulatory agencies may not provide approvals
on a timely basis, if at all. Approval by the FDA does not ensure approval by regulatory authorities in other countries or jurisdictions, and
approval by one foreign regulatory authority does not ensure approval by regulatory authorities in other foreign countries or jurisdictions or by
the FDA.
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Our third party collaborators are responsible for providing certain proprietary materials that are essential components of our collaboration
product candidates, and any failure to supply these materials could delay the development and commercialization efforts for these
collaboration product candidates and/or damage our collaborations.
Our development and commercialization collaborators are responsible for providing certain proprietary materials that are essential
components of our collaboration product candidates. For example, Roche is responsible for producing the Herceptin and MabThera required for
its subcutaneous product candidates and Baxter is responsible for producing the GAMMAGARD LIQUID for its product candidate. If a
collaborator, or any applicable third party service provider of a collaborator, encounters difficulties in the manufacture, storage, delivery, fill,
finish or packaging of the collaboration product candidate or component of such product candidate, such difficulties could (i) cause the delay of
clinical trials or otherwise delay or prevent the regulatory approval of collaboration product candidates; and/or (ii) delay or prevent the effective
commercialization of collaboration products. Such delays could have a material adverse effect on our business and financial condition. For
example, Baxter received a Warning Letter from the FDA in January 2010 regarding Baxter's GAMMAGARD LIQUID manufacturing facility
in Lessines, Belgium. The FDA indicated in March 2010 that the issues raised in the Warning Letter had been addressed by Baxter, and we do
not expect these issues to impact the development of the GAMMAGARD LIQUID product candidate.
We rely on third parties to prepare, fill, finish and package our products and product candidates, and if such third parties should fail to
perform, our commercialization and development efforts for our products and product candidates could be delayed or stopped.
We rely on third parties to store and ship API on our behalf and to also prepare, fill, finish and package our products and product
candidates prior to their distribution. If we are unable to locate third parties to perform these functions on terms that are acceptable to us, or if the
third parties we identify fail to perform their obligations, the progress of clinical trials could be delayed or even suspended and the
commercialization of approved product candidates could be delayed or prevented. For example, Hylenex recombinant was voluntarily recalled in
May 2010 because a portion of the Hylenex recombinant manufactured by Baxter was not in compliance with the requirements of the underlying
Hylenex recombinant agreements. During the second quarter of 2011, we submitted the data that the FDA had requested to support the
reintroduction of Hylenex recombinant. The FDA approved the submitted data and granted the reintroduction of Hylenex recombinant, and we
reintroduced Hylenex recombinant to the market in December 2011. In June 2011, we entered into a commercial manufacturing and supply
agreement with Baxter, under which Baxter will fill, finish and package Hylenex recombinant product for us . Under our commercial
manufacturing and supply agreement with Baxter, Baxter has agreed to fill and finish Hylenex recombinant product for us for a limited period of
time. The initial term of the commercial manufacturing and supply agreement with Baxter expires on December 31, 2013. However, upon
regulatory approval of a second filling line, the initial term will automatically be extended to December 31, 2015, subject to further extensions in
accordance with the terms and conditions of the agreement. In June 2011, we entered into a services agreement with a third party manufacturer
for the technology transfer and manufacture of Hylenex recombinant. If we are unable to receive regulatory approval for the third party
manufacturer prior to the expiration of the commercial manufacturing and supply agreement with Baxter or if the new manufacturer encounters
difficulties in the manufacture, fill, finish or packaging of Hylenex recombinant, our business and financial condition could be adversely
effected.
If we are unable to sufficiently develop our sales, marketing and distribution capabilities or enter into successful agreements with third
parties to perform these functions, we will not be able to fully commercialize our products.
We may not be successful in marketing and promoting our approved product, Hylenex recombinant or any other products we develop or
acquire in the future. Our sales, marketing and distribution capabilities are very limited. In order to commercialize any products successfully, we
must internally develop substantial sales, marketing and distribution capabilities or establish collaborations or other arrangements with third
parties to perform these services. We do not have extensive experience in these areas, and we may not be able to establish adequate in-house
sales, marketing and distribution capabilities or engage and effectively manage relationships with third parties to perform any or all of such
services. To the extent that we enter into co-promotion or other licensing arrangements, our product revenues are likely to be lower than if we
directly marketed and sold our products, and any revenues we receive will depend upon the efforts of third parties, whose efforts may not meet
our expectations or be successful. These third parties would be largely responsible for the speed and scope of sales and marketing efforts, and
may not dedicate the
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resources necessary to maximize product opportunities. Our ability to cause these third parties to increase the speed and scope of their efforts
may also be limited. In addition, sales and marketing efforts could be negatively impacted by the delay or failure to obtain additional supportive
clinical trial data for our products. In some cases, third party collaborators are responsible for conducting these additional clinical trials, and our
ability to increase the efforts and resources allocated to these trials may be limited. For example, in January 2011, we and Baxter mutually
agreed to terminate the Hylenex Collaboration and the associated agreements.
If we or our collaborators fail to comply with regulatory requirements applicable to promotion, sale and manufacturing of approved
products, regulatory agencies may take action against us or them, which could significantly harm our business.
Any approved products, along with the manufacturing processes, post-approval clinical data, labeling, advertising and promotional
activities for these products, are subject to continual requirements and review by the FDA, state and foreign regulatory bodies. Regulatory
authorities subject a marketed product, its manufacturer and the manufacturing facilities to continual review and periodic inspections. We, our
collaborators and our respective contractors, suppliers and vendors, will be subject to ongoing regulatory requirements, including complying
with regulations and laws regarding advertising, promotion and sales of drug products, required submissions of safety and other post-market
information and reports, registration requirements, cGMP regulations (including requirements relating to quality control and quality assurance,
as well as the corresponding maintenance of records and documentation), and the requirements regarding the distribution of samples to
physicians and recordkeeping requirements. Regulatory agencies may change existing requirements or adopt new requirements or policies. We,
our collaborators and our respective contractors, suppliers and vendors, may be slow to adapt or may not be able to adapt to these changes or
new requirements.
In particular, regulatory requirements applicable to pharmaceutical products make the substitution of suppliers and manufacturers costly
and time consuming. We have minimal internal manufacturing capabilities and are, and expect to be in the future, entirely dependent on contract
manufacturers and suppliers for the manufacture of our products and for their active and other ingredients. The disqualification of these
manufacturers and suppliers through their failure to comply with regulatory requirements could negatively impact our business because the
delays and costs in obtaining and qualifying alternate suppliers (if such alternative suppliers are available, which we cannot assure) could delay
clinical trials or otherwise inhibit our ability to bring approved products to market, which would have a material adverse effect on our business
and financial condition. Likewise, if we, our collaborators and our respective contractors, suppliers and vendors involved in sales and promotion
of our products do not comply with applicable laws and regulations, for example off-label or false or misleading promotion, this could materially
harm our business and financial condition.
Failure to comply with regulatory requirements, may result in any of the following:
•
•
•
•
•
•
•
•
•
•
•
•

restrictions on our products or manufacturing processes;
warning letters;
withdrawal of the products from the market;
voluntary or mandatory recall;
fines;
suspension or withdrawal of regulatory approvals;
suspension or termination of any of our ongoing clinical trials;
refusal to permit the import or export of our products;
refusal to approve pending applications or supplements to approved applications that we submit;
product seizure;
injunctions; or
the imposition of civil or criminal penalties.

We may wish to raise additional capital in the next twelve months and there can be no assurance that we will be able to obtain such funds.
During the next twelve months, we may wish to raise additional capital to continue the development of our product candidates or for other
current corporate purposes. Our current cash reserves and expected revenues during the next few years may not be
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sufficient for us to continue the development of our proprietary product candidates, to fund general operations and conduct our business. In
addition, if we engage in acquisitions of companies, products or technologies in order to execute our business strategy, we may need to raise
additional capital. We may raise additional capital in the future through one or more financing vehicles that may be available to us including (i)
the public or private issuance of securities; (ii) new collaborative agreements; and/or (iii) expansions or revisions to existing collaborative
relationships.
In view of our stage of development, business prospects, the nature of our capital structure and general market conditions, if we are
required to raise additional capital in the future, the additional financing may not be available on favorable terms, or at all. If additional capital is
not available on favorable terms when needed, we will be required to raise capital on adverse terms or significantly reduce operating expenses
through the restructuring of our operations. If we raise additional capital, a substantial number of additional shares may be issued, and these
shares will dilute the ownership interest of our current investors.
We currently have significant debt and failure by us to fulfill our obligations under the applicable loan agreements may cause the
repayment obligations to accelerate
On December 28, 2012, we and our subsidiary, Halozyme, Inc., a California corporation, entered into a Loan and Security Agreement (the
Loan Agreement) with Oxford Finance LLC, a Delaware limited liability company, and Silicon Valley Bank, a California corporation, providing
for a $30 million secured single-draw term loan facility with a maturity date of January 1, 2017. The term loan was fully drawn at close and the
proceeds are to be used for working capital and general business requirements. The term loan facility is secured by substantially all of the assets
of the Company and Halozyme, Inc., except that the collateral does not include any equity interests in Halozyme, Inc., any intellectual property
(including all licensing, collaboration and similar agreements relating thereto), and certain other excluded assets. The Loan Agreement contains
customary representations, warranties and covenants by us, as well as customary events of default and our indemnification obligations. One of
the events of default is a material adverse change which is defined as a material adverse change in our business, operations or condition
(financial or otherwise); a material impairment of the prospect of repayment of any portion of the loan; or a material impairment in the perfection
or priority of lender's lien in the collateral or in the value of such collateral. If we are unable to fulfill our obligations to the lenders under the
applicable loan agreements, this could create a material default such that our obligation to repay the loan is accelerated which could harm our
financial condition.
If proprietary or collaboration product candidates are approved for marketing but do not gain market acceptance, our business may suffer
and we may not be able to fund future operations.
Assuming that our proprietary or collaboration product candidates obtain the necessary regulatory approvals for commercial sale, a number
of factors may affect the market acceptance of these existing product candidates or any other products which are developed or acquired in the
future, including, among others:
•
•
•
•
•
•
•

the price of products relative to other therapies for the same or similar treatments;
the perception by patients, physicians and other members of the health care community of the effectiveness and safety of these
products for their prescribed treatments relative to other therapies for the same or similar treatments;
our ability to fund our sales and marketing efforts and the ability and willingness of our collaborators to fund sales and marketing
efforts;
the degree to which the use of these products is restricted by the approved product label;
the effectiveness of our sales and marketing efforts and the effectiveness of the sales and marketing efforts of our collaborators;
the introduction of generic competitors; and
the extent to which reimbursement for our products and related treatments will be available from third party payors including
government insurance programs (Medicare and Medicaid) and private insurers.

If these products do not gain market acceptance, we may not be able to fund future operations, including the development or acquisition of
new product candidates and/or our sales and marketing efforts for our approved products, which would cause our business to suffer.
19

In addition, our proprietary and collaboration product candidates will be restricted to the labels approved by FDA and applicable regulatory
bodies, and these restrictions may limit the marketing and promotion of the ultimate products. If the approved labels are restrictive, the sales and
marketing efforts for these products may be negatively affected.
Developing and marketing pharmaceutical products for human use involves significant product liability risks for which we currently have
limited insurance coverage.
The testing, marketing and sale of pharmaceutical products involves the risk of product liability claims by consumers and other third
parties. Although we maintain product liability insurance coverage, product liability claims can be high in the pharmaceutical industry, and our
insurance may not sufficiently cover our actual liabilities. If product liability claims were to be made against us, it is possible that the liabilities
may exceed the limits of our insurance policy, or our insurance carriers may deny, or attempt to deny, coverage in certain instances. If a lawsuit
against us is successful, then the lack or insufficiency of insurance coverage could materially and adversely affect our business and financial
condition. Furthermore, various distributors of pharmaceutical products require minimum product liability insurance coverage before purchase or
acceptance of products for distribution. Failure to satisfy these insurance requirements could impede our ability to achieve broad distribution of
our proposed products, and higher insurance requirements could impose additional costs on us. In addition, since many of our collaboration
product candidates include the pharmaceutical products of a third party, we run the risk that problems with the third party pharmaceutical
product will give rise to liability claims against us.
Our inability to attract, hire and retain key management and scientific personnel could negatively affect our business.
Our success depends on the performance of key management and scientific employees with relevant experience. We depend substantially
on our ability to hire, train, motivate and retain high quality personnel, especially our scientists and management team. Particularly in view of the
small number of employees on our staff to cover our numerous programs and key functions, if we are unable to retain existing personnel or
identify or hire additional personnel, we may not be able to research, develop, commercialize or market our products and product candidates as
expected or on a timely basis and we may not be able to adequately support current and future alliances with strategic collaborators.
Furthermore, if we were to lose key management personnel, such as Gregory Frost, Ph.D., our President and Chief Executive Officer, we
would likely lose some portion of our institutional knowledge and technical know-how, potentially causing a substantial delay in one or more of
our development programs until adequate replacement personnel could be hired and trained. For example, Dr. Frost has been with us from soon
after our inception, and he possesses a substantial amount of knowledge about our development efforts and business. If we were to lose his
services, we would experience delays in meeting our product development schedules. We currently have a severance policy applicable to all
employees and a change in control policy applicable to senior executives. We have not adopted any other policies or entered into any other
agreements specifically designed to motivate officers or other employees to remain with us.
We do not have key man life insurance policies on the lives of any of our employees, including Dr. Frost.
Our operations might be interrupted by the occurrence of a natural disaster or other catastrophic event.
Our operations, including laboratories, offices and other research facilities, are located in three buildings in San Diego, California. We
depend on our facilities and on our collaborators, contractors and vendors for the continued operation of our business. Natural disasters or other
catastrophic events, interruptions in the supply of natural resources, political and governmental changes, wildfires and other fires, floods,
explosions, actions of animal rights activists, earthquakes and civil unrest could disrupt our operations or those of our collaborators, contractors
and vendors. Even though we believe we carry commercially reasonable business interruption and liability insurance, and our contractors may
carry liability insurance that protect us in certain events, we may suffer losses as a result of business interruptions that exceed the coverage
available under our and our contractors' insurance policies or for which we or our contractors do not have coverage. Any natural disaster or
catastrophic event could have a significant negative impact on our operations and financial results. Moreover, any such event could delay our
research and development programs.
20

If we or our collaborators do not achieve projected development, clinical or regulatory goals in the timeframes we publicly announce or
otherwise expect, the commercialization of our products and the development of our product candidates may be delayed and, as a result,
our stock price may decline, and we may face lawsuits relating to such declines.
From time to time, we or our collaborators may publicly articulate the estimated timing for the accomplishment of certain scientific,
clinical, regulatory and other product development goals. The accomplishment of any goal is typically based on numerous assumptions, and the
achievement of a particular goal may be delayed for any number of reasons both within and outside of our control. If scientific, regulatory,
strategic or other factors cause us to not meet a goal, regardless of whether that goal has been publicly articulated or not, our stock price may
decline rapidly. For example, the announcement of the CRL received for HyQ caused a rapid decline in our stock price. Stock price declines may
also trigger direct or derivative shareholder lawsuits. As with any litigation proceeding, the eventual outcome of any legal action is difficult to
predict. If any such lawsuits occur, we will incur expenses in connection with the defense of these lawsuits, and we may have to pay substantial
damages or settlement costs in connection with any resolution thereof. Although we have insurance coverage against which we may claim
recovery against some of these expenses and costs, the amount of coverage may not be adequate to cover the full amount or certain expenses and
costs may be outside the scope of the policies we maintain. In the event of an adverse outcome or outcomes, our business could be materially
harmed from depletion of cash resources, negative impact on our reputation, or restrictions or changes to our governance or other processes that
may result from any final disposition of the lawsuit. Moreover, responding to and defending pending litigation significantly diverts
management's attention from our operations.
In addition, the consistent failure to meet publicly announced milestones may erode the credibility of our management team with respect to
future milestone estimates.
Future acquisitions could disrupt our business and harm our financial condition.
In order to augment our product pipeline or otherwise strengthen our business, we may decide to acquire additional businesses, products
and technologies. As we have limited experience in evaluating and completing acquisitions, our ability as an organization to make such
acquisitions is unproven. Acquisitions could require significant capital infusions and could involve many risks, including, but not limited to, the
following:
•
•

•
•
•
•
•
•
•

we may have to issue convertible debt or equity securities to complete an acquisition, which would dilute our stockholders and
could adversely affect the market price of our common stock;
an acquisition may negatively impact our results of operations because it may require us to amortize or write down amounts related
to goodwill and other intangible assets, or incur or assume substantial debt or liabilities, or it may cause adverse tax consequences,
substantial depreciation or deferred compensation charges;
we may encounter difficulties in assimilating and integrating the business, products, technologies, personnel or operations of
companies that we acquire;
certain acquisitions may impact our relationship with existing or potential collaborators who are competitive with the acquired
business, products or technologies;
acquisitions may require significant capital infusions and the acquired businesses, products or technologies may not generate
sufficient value to justify acquisition costs;
we may take on liabilities from the acquired company such as debt, legal liabilities or business risk which could be significant;
an acquisition may disrupt our ongoing business, divert resources, increase our expenses and distract our management;
acquisitions may involve the entry into a geographic or business market in which we have little or no prior experience; and
key personnel of an acquired company may decide not to work for us.

If any of these risks occurred, it could adversely affect our business, financial condition and operating results. There is no assurance that we
will be able to identify or consummate any future acquisitions on acceptable terms, or at all. If we do pursue any acquisitions, it is possible that
we may not realize the anticipated benefits from such acquisitions or that the market will not view such acquisitions positively.
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Risks Related To Ownership of Our Common Stock
Our stock price is subject to significant volatility.
We participate in a highly dynamic industry which often results in significant volatility in the market price of common stock irrespective of
company performance. As a result, our high and low sales prices of our common stock during the twelve months ended December 31, 2012 were
$13.50 and $3.86 , respectively. We expect our stock price to continue to be subject to significant volatility and, in addition to the other risks and
uncertainties described elsewhere in this annual report on Form 10-K and all other risks and uncertainties that are either not known to us at this
time or which we deem to be immaterial, any of the following factors may lead to a significant drop in our stock price:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

the presence of competitive products to those being developed by us;
failure (actual or perceived) of our collaborators to devote attention or resources to the development or commercialization of
product candidates licensed to such collaborator;
a dispute regarding our failure, or the failure of one of our third party collaborators, to comply with the terms of a collaboration
agreement;
the termination, for any reason, of any of our collaboration agreements;
the sale of common stock by any significant stockholder, including, but not limited to, direct or indirect sales by members of
management or our Board of Directors;
the resignation, or other departure, of members of management or our Board of Directors;
general negative conditions in the healthcare industry;
general negative conditions in the financial markets;
the failure, for any reason, to obtain regulatory approval for any of our proprietary or collaboration product candidates;
the failure, for any reason, to secure or defend our intellectual property position;
for those products that are not yet approved for commercial sale, the failure or delay of applicable regulatory bodies to approve
such products;
identification of safety or patient tolerability issues;
failure of clinical trials to meet efficacy endpoints;
suspensions or delays in the conduct of clinical trials or securing of regulatory approvals;
our failure, or the failure of our third party collaborators, to successfully commercialize products approved by applicable regulatory
bodies such as the FDA;
our failure, or the failure of our third party collaborators, to generate product revenues anticipated by investors;
problems with an API contract manufacturer or a fill and finish manufacturer for any product or product candidate;
the sale of additional debt and/or equity securities by us;
our failure to obtain financing on acceptable terms; or
a restructuring of our operations.

Future transactions where we raise capital may negatively affect our stock price.
We are currently a “Well-Known Seasoned Issuer” and may file automatic shelf registration statements at any time with the SEC. In
addition, we currently have the ability to offer and sell additional equity, debt securities and warrants to purchase such securities, either
individually or in units, under an effective automatic shelf registration statement. Sales of substantial amounts of shares of our common stock or
other securities under our shelf registration statements could lower the market price of our common stock and impair our ability to raise capital
through the sale of equity securities. In the future, we may issue additional options, warrants or other derivative securities convertible into our
common stock.
Trading in our stock has historically been limited, so investors may not be able to sell as much stock as they want to at prevailing market
prices.
Our stock has historically traded at a low daily trading volume. If low trading volume continues, it may be difficult for stockholders to sell
their shares in the public market at any given time at prevailing prices.
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Our rights agreement and anti-takeover provisions in our charter documents and Delaware law may make an acquisition of us more
difficult.
We are party to a Rights Agreement designed to deter abusive takeover tactics and to encourage prospective acquirors to negotiate with our
board of directors rather than attempt to acquire us in a manner or on terms that our board deems unacceptable, which could delay or discourage
takeover attempts that stockholders may consider favorable.
In addition, anti-takeover provisions in our charter documents and Delaware law may make an acquisition of us more difficult. First, our
board of directors is classified into three classes of directors. Under Delaware law, directors of a corporation with a classified board may be
removed only for cause unless the corporation's certificate of incorporation provides otherwise. Our amended and restated certificate of
incorporation, as amended, does not provide otherwise. In addition, our bylaws limit who may call special meetings of stockholders, permitting
only stockholders holding at least 50% of our outstanding shares to call a special meeting of stockholders. Our amended and restated certificate
of incorporation, as amended, does not include a provision for cumulative voting for directors. Under cumulative voting, a minority stockholder
holding a sufficient percentage of a class of shares may be able to ensure the election of one or more directors. Finally, our bylaws establish
procedures, including advance notice procedures, with regard to the nomination of candidates for election as directors and stockholder proposals.
These provisions may discourage potential takeover attempts, discourage bids for our common stock at a premium over market price or
adversely affect the market price of, and the voting and other rights of the holders of, our common stock. These provisions could also discourage
proxy contests and make it more difficult for stockholders to elect directors other than the candidates nominated by our board of directors.
In addition, because we are incorporated in Delaware, we are governed by the provisions of Section 203 of the Delaware General
Corporation Law, which may prohibit large stockholders from consummating a merger with, or acquisition of, us.
These provisions may deter an acquisition of us that might otherwise be attractive to stockholders.
Risks Related To Our Industry
Our products must receive regulatory approval before they can be sold, and compliance with the extensive government regulations is
expensive and time consuming and may result in the delay or cancellation of product sales, introductions or modifications.
Extensive industry regulation has had, and will continue to have, a significant impact on our business. All pharmaceutical companies,
including ours, are subject to extensive, complex, costly and evolving regulation by the health regulatory agencies including the FDA (and with
respect to controlled drug substances, the U.S. Drug Enforcement Administration (DEA)) and equivalent foreign regulatory agencies and state
and local/regional government agencies. The Federal Food, Drug and Cosmetic Act, the Controlled Substances Act and other domestic and
foreign statutes and regulations govern or influence the testing, manufacturing, packaging, labeling, storing, recordkeeping, safety, approval,
advertising, promotion, sale and distribution of our products. We are dependent on receiving FDA and other governmental approvals prior to
manufacturing, marketing and shipping our products. Consequently, there is always a risk that the FDA or other applicable governmental
authorities will not approve our products or may impose onerous, costly and time-consuming requirements such as additional clinical or animal
testing. The FDA or other foreign regulatory agency may, at any time, halt our and our collaborators' development and commercialization
activities due to safety concerns. In addition, even if our products are approved, regulatory agencies may also take post-approval action limiting
or revoking our ability to sell our products. Any of these regulatory actions may adversely affect the economic benefit we may derive from our
products and therefore harm our financial condition.
Under certain of these regulations, we and our contract suppliers and manufacturers are subject to periodic inspection of our or their
respective facilities, procedures and operations and/or the testing of products by the FDA, the DEA and other authorities, which conduct periodic
inspections to confirm that we and our contract suppliers and manufacturers are in compliance with all applicable regulations. The FDA also
conducts pre-approval and post-approval reviews and plant inspections to determine whether our systems, or our contract suppliers' and
manufacturers' processes, are in compliance with cGMP and other FDA regulations. If we, or our contract supplier, fail these inspections, we
may not be able to commercialize our product in a timely manner without incurring significant additional costs, or at all.
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In addition, the FDA imposes a number of complex regulatory requirements on entities that advertise and promote pharmaceuticals
including, but not limited to, standards and regulations for direct-to-consumer advertising, off-label promotion, industry-sponsored scientific and
educational activities, and promotional activities involving the internet.
We may be required to initiate or defend against legal proceedings related to intellectual property rights, which may result in substantial
expense, delay and/or cessation of the development and commercialization of our products.
We primarily rely on patents to protect our intellectual property rights. The strength of this protection, however, is uncertain. For example,
it is not certain that:
•
•
•
•

we will be able to obtain patent protection for our products and technologies;
the scope of any of our issued patents will be sufficient to provide commercially significant exclusivity for our products and
technologies;
others will not independently develop similar or alternative technologies or duplicate our technologies and obtain patent protection
before we do; and
any of our issued patents, or patent pending applications that result in issued patents, will be held valid, enforceable and infringed
in the event the patents are asserted against others.

We currently own or license several patents and also have pending patent applications applicable to rHuPH20 and other proprietary
materials. There can be no assurance that our existing patents, or any patents issued to us as a result of our pending patent applications, will
provide a basis for commercially viable products, will provide us with any competitive advantages, or will not face third party challenges or be
the subject of further proceedings limiting their scope or enforceability. A European patent, EP1603541, claiming rHuPH20 was granted to us on
November 11, 2009 with claims to the human PH20 glycoprotein, PEGylated variants, a method of producing the glycoprotein produced by
recombinant methods, and pharmaceutical compositions with other agents, including antibodies, insulins, cytokines, a chemotherapeutic agent
and additional therapeutic classes. A third party opposed this patent in the European Patent Office in 2010; however, the opposition has been
resolved with claims maintained in amended form. Any weaknesses or limitations in our patent portfolio could have a material adverse effect on
our business and financial condition. In addition, if any of our pending patent applications do not result in issued patents, or result in issued
patents with narrow or limited claims, this could result in us having no or limited protection against generic or biosimilar competition against our
product candidates which would have a material adverse effect on our business and financial condition.
We may become involved in interference proceedings in the U.S. Patent and Trademark Office, or other proceedings in other jurisdictions,
to determine the priority, validity or enforceability of our patents. In addition, costly litigation could be necessary to protect our patent position.
We also rely on trademarks to protect the names of our products (e.g. Hylenex recombinant). We may not be able to obtain trademark
protection for any proposed product names we select. In addition, product names for pharmaceutical products must be approved by health
regulatory authorities such as the FDA in addition to meeting the legal standards required for trademark protection and product names we
propose may not be timely approved by regulatory agencies which may delay product launch. In addition, our trademarks may be challenged by
others. If we enforce our trademarks against third parties, such enforcement proceedings may be expensive.
We also rely on trade secrets, unpatented proprietary know-how and continuing technological innovation that we seek to protect with
confidentiality agreements with employees, consultants and others with whom we discuss our business. Disputes may arise concerning the
ownership of intellectual property or the applicability or enforceability of these agreements, and we might not be able to resolve these disputes in
our favor.
In addition to protecting our own intellectual property rights, third parties may assert patent, trademark or copyright infringement or other
intellectual property claims against us. If we become involved in any intellectual property litigation, we may be required to pay substantial
damages, including but not limited to treble damages, attorneys' fees and costs, for past infringement if it is ultimately determined that our
products infringe a third party's intellectual property rights. Even if infringement claims against us are without merit, defending a lawsuit takes
significant time, may be expensive and may divert management's attention from other business concerns. Further, we may be stopped from
developing, manufacturing or selling our products until we obtain
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a license from the owner of the relevant technology or other intellectual property rights. If such a license is available at all, it may require us to
pay substantial royalties or other fees.
Patent protection for protein-based therapeutic products and other biotechnology inventions is subject to a great deal of uncertainty, and if
patent laws or the interpretation of patent laws changes, our competitors may be able to develop and commercialize products based on our
discoveries.
Patent protection for protein-based therapeutic products is highly uncertain and involves complex legal and factual questions. In recent
years, there have been significant changes in patent law, including the legal standards that govern the scope of protein and biotechnology patents.
Standards for patentability of full-length and partial genes, and their corresponding proteins, are changing. Recent court decisions have made it
more difficult to obtain patents, by making it more difficult to satisfy the requirement of non-obviousness, have decreased the availability of
injunctions against infringers, and have increased the likelihood of challenging the validity of a patent through a declaratory judgment action.
Taken together, these decisions could make it more difficult and costly for us to obtain, license and enforce our patents. In addition, the LeahySmith America Invents Act (HR 1249) was signed into law in September 2011, which among other changes to the U.S. patent laws, changes
patent priority from "first to invent" to "first to file," implements a post-grant opposition system for patents and provides for a prior user defense
to infringement. These judicial and legislative changes have introduced significant uncertainty in the patent law landscape and may potentially
negatively impact our ability to procure, maintain and enforce patents to provide exclusivity for our products.
There also have been, and continue to be, policy discussions concerning the scope of patent protection awarded to biotechnology
inventions. Social and political opposition to biotechnology patents may lead to narrower patent protection within the biotechnology industry.
Social and political opposition to patents on genes and proteins may lead to narrower patent protection, or narrower claim interpretation, for
genes, their corresponding proteins and inventions related to their use, formulation and manufacture. Patent protection relating to biotechnology
products is also subject to a great deal of uncertainty outside the United States, and patent laws are evolving and undergoing revision in many
countries. Changes in, or different interpretations of, patent laws worldwide may result in our inability to obtain or enforce patents, and may
allow others to use our discoveries to develop and commercialize competitive products, which would impair our business.
If third party reimbursement and customer contracts are not available, our products may not be accepted in the market.
Our ability to earn sufficient returns on our products will depend in part on the extent to which reimbursement for our products and related
treatments will be available from government health administration authorities, private health insurers, managed care organizations and other
healthcare providers.
Third-party payors are increasingly attempting to limit both the coverage and the level of reimbursement of new drug products to contain
costs. Consequently, significant uncertainty exists as to the reimbursement status of newly approved healthcare products. Third party payors may
not establish adequate levels of reimbursement for the products that we commercialize, which could limit their market acceptance and result in a
material adverse effect on our financial condition.
Customer contracts, such as with group purchasing organizations and hospital formularies, will often not offer contract or formulary status
without either the lowest price or substantial proven clinical differentiation. If our products are compared to animal-derived hyaluronidases by
these entities, it is possible that neither of these conditions will be met, which could limit market acceptance and result in a material adverse
effect on our financial condition.
The rising cost of healthcare and related pharmaceutical product pricing has led to cost containment pressures that could cause us to sell
our products at lower prices, resulting in less revenue to us.
Any of the proprietary or collaboration products that have been, or in the future are, approved by the FDA may be purchased or reimbursed
by state and federal government authorities, private health insurers and other organizations, such as health maintenance organizations and
managed care organizations. Such third party payors increasingly challenge pharmaceutical product pricing. The trend toward managed
healthcare in the United States, the growth of such organizations, and various legislative proposals and enactments to reform healthcare and
government insurance programs, including the Medicare Prescription Drug Modernization Act of 2003, could significantly influence the manner
in which pharmaceutical products are prescribed and
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purchased, resulting in lower prices and/or a reduction in demand. Such cost containment measures and healthcare reforms could adversely
affect our ability to sell our products.
In March 2010, the United States adopted the Patient Protection and Affordable Care Act, as amended by the Health Care and Education
Affordability Reconciliation Act (the Healthcare Reform Act). This law substantially changes the way healthcare is financed by both
governmental and private insurers, and significantly impacts the pharmaceutical industry. The Healthcare Reform Act contains a number of
provisions that are expected to impact our business and operations, in some cases in ways we cannot currently predict. Changes that may affect
our business include those governing enrollment in federal healthcare programs, reimbursement changes, fraud and abuse and enforcement.
These changes will impact existing government healthcare programs and will result in the development of new programs, including Medicare
payment for performance initiatives and improvements to the physician quality reporting system and feedback program.
Additional provisions of the Healthcare Reform Act, some of which became effective in 2011, may negatively affect our revenues in the
future. For example, the Healthcare Reform Act imposes a non-deductible excise tax on pharmaceutical manufacturers or importers that sell
branded prescription drugs to U.S. government programs that we believe will impact our revenues from our products. In addition, as part of the
Healthcare Reform Act's provisions closing a funding gap that currently exists in the Medicare Part D prescription drug program, we will also be
required to provide a 50% discount on branded prescription drugs dispensed to beneficiaries under this prescription drug program. We expect
that the Healthcare Reform Act and other healthcare reform measures that may be adopted in the future could have a material adverse effect on
our industry generally and on our ability to maintain or increase our product sales or successfully commercialize our product candidates or could
limit or eliminate our future spending on development projects.
Furthermore, individual states have become increasingly aggressive in passing legislation and implementing regulations designed to
control pharmaceutical product pricing, including price or patient reimbursement constraints, discounts, restrictions on certain product access,
importation from other countries and bulk purchasing. Legally mandated price controls on payment amounts by third party payors or other
restrictions could negatively and materially impact our revenues and financial condition. We anticipate that we will encounter similar regulatory
and legislative issues in most other countries outside the United States.
We face intense competition and rapid technological change that could result in the development of products by others that are superior to
our proprietary and collaboration products under development.
Our proprietary and collaboration products have numerous competitors in the United States and abroad including, among others, major
pharmaceutical and specialized biotechnology firms, universities and other research institutions that have developed competing products. The
competitors for Hylenex recombinant include, but are not limited to Bausch & Lomb Inc. For our Analog-PH20 product candidates, such
competitors may include Biodel Inc., Eli Lily, Sanofi Aventis, Novo Nordisk Inc. and Mannkind Corporation. These competitors may develop
technologies and products that are more effective, safer, or less costly than our current or future proprietary and collaboration product candidates
or that could render our technologies and product candidates obsolete or noncompetitive. Many of these competitors have substantially more
resources and product development, manufacturing and marketing experience and capabilities than we do. In addition, many of our competitors
have significantly greater experience than we do in undertaking preclinical testing and clinical trials of pharmaceutical product candidates and
obtaining FDA and other regulatory approvals of products and therapies for use in healthcare.
Item 1B. Unresolved Staff Comments
None.
Item 2.

Properties

Our administrative offices and research facilities are currently located in San Diego, California. We lease an aggregate of approximately
76,000 square feet of office and research space for a monthly rent expense of approximately $145,000, net of costs and property taxes associated
with the operation and maintenance of the subleased facilities. We believe the current space is adequate for our immediate needs.
26

Item 3.

Legal Proceedings

From time to time, we may be involved in disputes, including litigation, relating to claims arising out of operations in the normal course of
our business. Any of these claims could subject us to costly legal expenses and, while we generally believe that we have adequate insurance to
cover many different types of liabilities, our insurance carriers may deny coverage or our policy limits may be inadequate to fully satisfy any
damage awards or settlements. If this were to happen, the payment of any such awards could have a material adverse effect on our consolidated
results of operations and financial position. Additionally, any such claims, whether or not successful, could damage our reputation and business.
We currently are not a party to any legal proceedings, the adverse outcome of which, in management’s opinion, individually or in the aggregate,
would have a material adverse effect on our consolidated results of operations or financial position.
Item 4.

Mine Safety Disclosures

Not applicable.
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PART II
Item 5.

Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Market Information
Our common stock is listed on the NASDAQ Global Market under the symbol “HALO.” The following table sets forth the high and low
sales prices per share of our common stock during each quarter of the two most recent fiscal years:
2012
High

First Quarter
Second Quarter
Third Quarter
Fourth Quarter

$13.50
$13.05
$9.92
$7.63

2011
Low

High

Low

$9.00
$7.17
$3.86
$4.80

$8.00
$7.21
$7.36
$9.82

$5.79
$5.97
$5.54
$5.60

On February 25, 2013 , the closing sales price of our common stock on the NASDAQ Stock Market was $5.72 per share. As of
February 25, 2013 , we had approximately 8,000 stockholders of record.
Dividends
We have never declared or paid any dividends on our common stock. We currently intend to retain available cash for funding operations;
therefore, we do not expect to pay any dividends on our common stock in the foreseeable future. Any future determination to pay dividends on
our common stock will be at the discretion of our board of directors and will depend upon, among other factors, our results of operations,
financial condition, capital requirements, contract restrictions, business prospects and other factors our board of directors may deem relevant.

Stock Performance Graph and Cumulative Total Return
Notwithstanding any statement to the contrary in any of our previous or future filings with the SEC, the following information relating to
the price performance of our common stock shall not be deemed to be “filed” with the SEC or to be “soliciting material” under the Securities
Exchange Act of 1934, as amended, or the Exchange Act, and it shall not be deemed to be incorporated by reference into any of our filings under
the Securities Act of 1933, as amended, or the Exchange Act, except to the extent we specifically incorporate it by reference into such filing.
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The graph below compares Halozyme Therapeutics, Inc.’s cumulative five-year total shareholder return on common stock with the
cumulative total returns of the NASDAQ Composite Index and the NASDAQ Biotechnology Index. The graph tracks the performance of a $100
investment in our common stock and in each of the indexes (with the reinvestment of all dividends) from December 31, 2007 to December 31,
2012 . The historical stock price performance included in this graph is not necessarily indicative of future stock price performance.

12/2007

Halozyme Therapeutics, Inc.
NASDAQ Composite
NASDAQ Biotechnology

$
$
$

100.00 $
100.00 $
100.00 $

12/2008

12/2009

78.76 $
59.10 $
93.44 $
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82.56 $
85.37 $
102.65 $

12/2010

111.39 $
100.75 $
118.31 $

12/2011

133.76 $
99.92 $
132.60 $

12/2012

94.37
117.35
175.41

Item 6.

Selected Financial Data

The selected consolidated financial data set forth below as of December 31, 2012 and 2011 , and for the fiscal years ended December 31,
2012, 2011 and 2010 , are derived from our audited consolidated financial statements included elsewhere in this report. This information should
be read in conjunction with those consolidated financial statements, the notes thereto, and with “Management’s Discussion and Analysis of
Financial Condition and Results of Operations.” The selected consolidated financial data set forth below as of December 31, 2010, 2009 and
2008, and for the fiscal years ended December 31, 2009 and 2008, are derived from our audited consolidated financial statements that are
contained in reports previously filed with the SEC, not included herein.
Summary Financial Information
Year Ended December 31,
2012 (a)

Statement of Comprehensive Loss Data:

2011 (b)

2010

2009

2008

(in thousands, except for per share amounts)

Total revenues
Net loss
Net loss per share, basic and diluted
Shares used in computing net loss per share, basic and
diluted

$
$

42,325 $
(53,552)
(0.48) $

56,086 $
(19,770)
(0.19) $

111,077

102,566

13,624 $
(53,242)
(0.56) $
94,358

13,671 $
(58,361)
(0.67) $

8,764
(48,654)
(0.61)

86,700

79,844

2009

2008

As of December 31,
2012

Balance Sheet Data:

2011

2010
(in thousands)

Cash and cash equivalents
Working capital
Total assets
Deferred revenue
Long-term debt, net
Total liabilities
Stockholders’ equity

$

99,901
112,082
134,728
43,846
29,662
85,875
48,854

$

52,826
46,686
65,759
40,884
—
54,858
10,900

$

83,256
74,155
91,345
58,094
—
70,994
20,351

$

67,465
60,045
77,150
60,482
—
70,246
6,903

$

63,716
59,794
76,563
49,448
—
61,183
15,380

______________

(a) Revenues in 2012 included $9.5 million in revenue under collaborative agreements from the Pfizer Collaboration.
(b) Revenues in 2011 included revenue under collaborative agreements totaling $18.0 million related to the upfront payments received from
the ViroPharma and Intrexon Collaborations and $18.1 million related to recognition of unamortized deferred prepaid product-based
payments and unamortized deferred upfront payment in connection with the termination of the collaboration with Baxter for the
marketing rights of Hylenex recombinant (the Hylenex Collaboration) in July 2011.
Item 7.

Management’s Discussion and Analysis of Financial Condition and Results of Operation

In addition to historical information, the following discussion contains forward-looking statements that are subject to risks and
uncertainties. Actual results may differ substantially from those referred to herein due to a number of factors, including but not limited to risks
described in the Part I, Item 1A “Risks Factors” and elsewhere in this Annual Report. References to “Notes” are Notes included in our Notes to
Consolidated Financial Statements.
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Overview
Halozyme is a science-driven, biopharmaceutical company committed to making molecules into medicines for patients in need. Our
research focuses primarily on human enzymes that alter the extracellular matrix. The extracellular matrix is a complex matrix of proteins and
carbohydrates surrounding the cell that provides structural support in tissues and orchestrates many important biological activities, including cell
migration, signaling and survival. Over many years, we have developed unique technology and scientific expertise enabling us to pursue this
target-rich environment for the development of therapies.
Our proprietary enzymes can be used to facilitate the delivery of injected drugs and fluids, thus enhancing the efficacy and the convenience
of other drugs or can be used to alter abnormal tissue structures for clinical benefit. We have chosen to exploit our technology and expertise in a
balanced way to modulate both risk and spend by: (1) developing our own proprietary products in therapeutic areas with significant unmet
medical needs, such as diabetes, oncology and dermatology, and (2) licensing our technology to biopharmaceutical companies to collaboratively
develop products which combine our technology with the collaborators' proprietary compounds.
The majority of the product candidates in our current pipeline are based on rHuPH20, a patented human recombinant hyaluronidase
enzyme. rHuPH20 temporarily breaks down hyaluronic acid (HA) - a naturally occurring substance that is a major component of the
extracellular matrix in tissues throughout the body such as skin and cartilage. We believe this temporary degradation creates an opportunistic
window for the improved subcutaneous delivery of injectable biologics, such as monoclonal antibodies and other large therapeutic molecules, as
well as small molecules and fluids. The HA reconstitutes its normal density within several days and, therefore, we anticipate that any effect of
rHuPH20 on the architecture of the subcutaneous space is temporary. rHuP20 can thus be applied as a drug delivery platform to increase
dispersion and absorption of other injected drugs and fluids that are injected under the skin or in the muscle thereby enhancing efficacy or
convenience. For example, rHuPH20 can be used to convert drugs that must be delivered intravenously into subcutaneous injections or reducing
the number of subcutaneous injections needed for effective therapy. We refer to the application of rHuPH20 to facilitate the delivery of other
drugs or fluids as Enhanze ™ technology. rHuPH20 is also the active ingredient in our first commercially approved product, Hylenex
recombinant. Additionally, we are expanding our scientific work in the extracellular matrix by developing other enzymes and agents that target
its unique aspects, giving rise to potentially new molecular entities that can be indicated in endocrinology, oncology and dermatology.
Our proprietary pipeline consists of multiple clinical stage products in diabetes, oncology and dermatology. We currently have
collaborations with F. Hoffmann-La Roche, Ltd. and Hoffmann-La Roche, Inc. (Roche), Pfizer Inc. (Pfizer), Baxter Healthcare Corporation
(Baxter), ViroPharma Incorporated (ViroPharma) and Intrexon Corporation (Intrexon), with three product candidates which have been submitted
for regulatory approval in the U.S. and/or Europe as well as several others at various stages of development.
Our operations to date have involved: (i) building infrastructure for and staffing our operations; (ii) acquiring, developing and securing
proprietary protection for our technology; (iii) developing our proprietary product pipeline; (iv) entering into and supporting our collaborations
with other companies to advance licensed product candidates; and (v) selling our own approved commercial product, Hylenex ® recombinant
(hyaluronidase human injection). Currently, we have received only limited revenue from the sales of Hylenex recombinant, in addition to other
revenues from our collaborations.
Future revenues from the sales and/or royalties of our product candidates which have not been approved will depend on the ability of
Halozyme and our collaborators to develop, manufacture, secure regulatory approvals and commercialize the product candidates. We have
incurred net operating losses each year since inception, with an accumulated deficit of approximately $298.6 million as of December 31, 2012 .
Highlights of our activities and events in 2012 are as follows:
•

In December 2012, we and Pfizer entered into a collaboration and license agreement, under which Pfizer has the worldwide license to
develop and commercialize products combining rHuPH20 with Pfizer proprietary biologics directed to up to six targets (the Pfizer
Collaboration). Targets may be selected on an exclusive or non-exclusive basis. We recognized $9.5
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million in revenue for the licenses of three specified exclusive therapeutic targets in primary care and specialty care indications and three
additional targets which Pfizer has the right to elect upon payment of additional fees.

•

In December 2012, Roche filed the Line Extension Application of subcutaneous MabThera ® (rituxumab with rHuPH20) (MabThera SC)
to the European Medicines Agency (EMA) for the treatment of Non-Hodgkin's Lymphoma, Chronic Lymphocytic Leukemia and
Follicular Lymphoma. In addition, Roche presented positive data from the first stage of a two-stage Phase 3 clinical trial for MabThera
SC at the annual meeting of the American Society of Hematology.

•

In December 2012, we entered in a loan and security agreement for a $30 million secured single-draw term loan facility and received net
proceeds of $29.7 million from the loan facility.

•

In August 2012, we announced that the U.S. Food and Drug Administration (FDA) had issued a complete response letter for Baxter's
HyQ Biologics License Application (BLA) requesting additional preclinical data to support the application. Additionally, the Blood
Products Division requested that patients no longer be dosed with rHuPH20 in the Baxter and ViroPharma subcutaneous plasma
derivative programs, pending review of preclinical data. Based on the most recent data submitted to FDA's Drug Division (the group
regulating the other investigational rHuPH20 programs, including insulin and PEGPH20), the division has confirmed that no action is
required against Hylenex recombinant or ongoing clinical programs under the Hylenex IND. In September 2012, we and ViroPharma
announced that the FDA provided guidance enabling ViroPharma to resume clinical studies of the subcutaneous administration of
Cinryze ® in combination with rHuPH20.

•

The European Patent Office has announced that a hearing scheduled in opposition of the European patent for our recombinant human
hyaluronidase enzyme (rHuPH20) has been resolved in our favor and that European patent, EP1603541, has been maintained as
amended (European Patent Bulletin 13/04) with claims that are no less broad than claims previously issued in a counterpart United States
patent (U.S. Patent No. 7,767,429).

•

In March 2012, Roche submitted a Line Extension Application for subcutaneous Herceptin ® (trastuzumab) (Herceptin SC) with the
EMA. In addition, Roche presented Phase 3 registration data from the HannaH trial at the Early Breast Cancer Conference in Vienna.
The study met its co-primary endpoints of pharmacokinetics and efficacy. Herceptin SC, using rHuPH20, may provide greater
convenience to patients versus the traditional IV method due to its less invasive administration route and quicker administration time (5
minutes versus 30 - 90 minutes).

Results of Operations
Comparison of Years Ended December 31, 2012, 2011 and 2010
Product Sales, Net — Product sales were $2.9 million in 2012 compared to $1.8 million in 2011 and $896,000 in 2010. Product sales in
2011 included the recognition of approximately $991,000 of deferred revenue related to API for Hylenex recombinant previously delivered to
Baxter, because the earnings process related to these product sales was completed in 2011. Excluding the recognition of the $991,000 of deferred
revenue, our product sales in 2011 would have been $845,000. Product sales increased in 2012 compared to 2011 and 2010 primarily due to the
increased product sales of Hylenex recombinant resulting from the reintroduction of Hylenex recombinant in December 2011. Based on our
reintroduction of Hylenex recombinant in December 2011, we expect product sales to increase in the future.
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Revenues Under Collaborative Agreements — Revenues under collaborative agreements for the years ended December 31, 2012, 2011
and 2010 were as follows (in thousands):

Upfront payments, license maintenance fees and amortization of
deferred upfront, license fees and product-based payments:
Pfizer
Roche
ViroPharma
Intrexon
Baxter
Other
Milestone payments:
Roche
Baxter
ViroPharma

2012

Change

$ 9,500
2,016
1,000
1,000
483
429
14,428

n/a

8,000
—
—
8,000

Reimbursements for research and development services and supply of
bulk rHuPH20:
Roche
Baxter
ViroPharma
Other

8,897
6,742
1,270
101
17,010
$ 39,438

Total revenues under collaborative agreements

2011

2010

2%
(89%)
(89%)
(97%)
504%
(62%)

—
1,969
9,000
9,000
17,622
71
37,662

n/a
$
—
(1%)
1,985
n/a
—
n/a
—
1621%
1,024
—
n/a
3,009
1152%

60%
n/a
n/a
(27%)

5,000
3,000
3,000
11,000

n/a
n/a
n/a
n/a

160%
301%
194%
71%
204%

$

Change

3,416
1,681
432
59
5,588
(27%) $ 54,250

(34%)
(60%)
n/a
(81%)
(43%)
326%

—
—
—
—

5,165
4,245
—
310
9,720
$ 12,729

In 2012, we recognized $9.5 million of revenue in connection with the Pfizer Collaboration. In 2011, we recognized $18 million of
revenue in connection with the ViroPharma and Intrexon Collaborations. In addition, in 2011 we recognized revenue of approximately $9.3
million related to the deferred prepaid product-based payments and approximately $7.8 million related to the deferred upfront payment under the
Baxter Hylenex Collaboration resulting from the termination of such collaboration in 2011.
Revenue from reimbursements for research and development services and supply of bulk rHuPH20 increased in 2012 compared to 2011
due to the increase in services requested by the collaborators, particularly manufacturing services. Revenue from reimbursements for research
and development services decreased in 2011 compared to 2010 due to the decrease in services requested by the collaborators. Research and
development services rendered by us on behalf of our collaborators are at the request of the collaborators; therefore, the amount of future
revenues related to reimbursable research and development services and supply of bulk rHuPH20 is uncertain. We expect the non-reimbursement
revenues under our collaborative agreements to continue to fluctuate in future periods based on our collaborators’ abilities to meet various
clinical and regulatory milestones set forth in such agreements and our abilities to obtain new collaborative agreements.
Cost of Product Sales — Cost of product sales were $1.1 million in 2012 compared to $258,000 in 2011 and $985,000 in 2010. Cost of
product sales increased in 2012 compared to 2011 primarily due to the increased product sales of Hylenex recombinant. Cost of product sales
decreased in 2011 compared to 2010 primarily due to a reserve for inventory obsolescence of $875,000 for Hylenex recombinant API in 2010 in
connection with the termination of the Baxter Hylenex Collaboration in January 2011. Based
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on the reintroduction of Hylenex recombinant in December 2011, we expect cost of product sales to continue to increase in future periods.
Research and Development — Research and development expenses incurred for the years ended December 31, 2012, 2011 and 2010 were
as follows (in thousands):
2012

Programs
Product Candidates:
PEGPH20
Hylenex recombinant
Analog-PH20
HTI-501
Enhanze collaborations
rHuPH20 platform(1)
Other

$ 12,479
11,682
5,251
1,962
26,152
7,705
4,813
$ 70,044

Total research and development expenses

(1)

2011

$

8,399
4,125
16,616
3,918
7,464
14,100
2,941
$ 57,563

2010

$

7,179
1,436
15,355
4,959
8,568
8,634
5,643
$ 51,774

Includes research, development and manufacturing expenses related to our proprietary rHuPH20 enzyme. These expenses were not
designated to a specific program at the time the expenses were incurred.

Research and development expenses increased in 2012 compared to 2011 primarily due to a $11.8 million increase in manufacturing
activities to support our collaborators' potential launches of the collaboration product candidates and to produce validation batches of Hylenex
recombinant with the second fill/finish manufacturer and a $5.3 million increase in research activities; offset in part by a $5.2 million decrease in
clinical trial activities primarily related to our more physiologic insulin program. Research and development expenses increased in 2011
compared to 2010 primarily due to a $4.7 million increase in manufacturing activities and a $6.8 million increase in clinical trial activities
mainly supporting our more physiologic insulin and PEGPH20 programs. These increases were partially offset by a $4.2 million decrease in
compensation costs mainly due to the reduction in force in October 2010. We expect research and development costs to increase in future
periods as we continue with our clinical trial programs and continue to develop and manufacture our product candidates.
Selling, General and Administrative — Selling, general and administrative (SG&A) expenses were $24.8 million in 2012 compared to
$18.1 million in 2011 and $15.1 million in 2010. SG&A expenses were higher in 2012 compared to 2011 primarily due to a $4.5 million
increase in compensation costs, including $1.4 million increase in stock-based compensation, mainly resulting from building the infrastructure of
our commercial organization in connection with the reintroduction of Hylenex recombinant in December 2011. SG&A expenses were higher in
2011 compared to 2010 primarily due to increases of $893,000 in marketing expenses, $704,000 in market research activities and $515,000 in
professional fees. In connection with the reintroduction of Hylenex recombinant in December 2011, we expect SG&A expenses to increase in
future periods as we plan to increase sales and marketing activities.
Through the second quarter of 2011, our selling expenses, which include sales and marketing costs, primarily consisted of compensation,
consulting fees and costs of market research studies related to our product and product candidates. In the third and fourth quarters of 2011, we
expanded our commercial infrastructure, including the hiring of sales and marketing management and sales representatives. In addition, we
began incurring costs related to advertising, marketing and logistics services for Hylenex recombinant in connection with the reintroduction of
Hylenex recombinant in December 2011.
Other Income, net — Other income in 2010 consisted of one-time grants of approximately $978,000 received in 2010 under the
Qualifying Therapeutic Discovery Project program administered under section 48D of the Internal Revenue Code.
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Liquidity and Capital Resources
Our principal sources of liquidity are our existing cash and cash equivalents. As of December 31, 2012 , we had cash and cash equivalents
of approximately $99.9 million . We will continue to have significant cash requirements to support product development activities. The amount
and timing of cash requirements will depend on the success of our clinical development programs, regulatory and market acceptance, and the
resources we devote to research and other commercialization activities.
We believe that our current cash and cash equivalents will be sufficient to fund our operations for at least the next twelve months.
Currently, we anticipate total net cash burn of approximately $45 to $50 million for the year ending December 31, 2013, depending on the
progress of various preclinical and clinical programs, the timing of our manufacturing scale up and the achievement of various milestones and
royalties under our existing collaborative agreements. We do not expect our revenues to be sufficient to fund operations until 2014, at the
earliest. We expect to fund our operations going forward with existing cash resources, anticipated revenues from our existing collaborations and
cash that we may raise through future transactions. We may finance future cash needs through any one of the following financing vehicles:
(i) the public offering of securities; (ii) new collaborative agreements; (iii) expansions or revisions to existing collaborative relationships;
(iv) private financings; and/or (v) other equity or debt financings.
We are currently a "Well-Known Seasoned Issuer" and may file automatic shelf registration statements at any time with the SEC. In
February 2012, we filed an automatic shelf registration statement on Form S-3 (Registration No. 333-179444) with the SEC, which allows us,
from time to time, to offer and sell equity, debt securities and warrants to purchase any of such securities, either individually or in units. On
February 15, 2012, we sold approximately 7.8 million shares of our common stock at a public offering price of $10.61 per share, generating
approximately $81.5 million in net proceeds.. We may, in the future, offer and sell equity, debt securities and warrants to purchase any of such
securities, either individually or in units to raise capital to fund the continued development of our product candidates, the commercialization of
our products or for other general corporate purposes.
Our existing cash and cash equivalents may not be adequate to fund our operations until we become cash flow positive, if ever. We cannot
be certain that additional financing will be available when needed or, if available, financing will be obtained on favorable terms. If we are unable
to raise sufficient funds, we may need to delay, scale back or eliminate some or all of our research and development programs, delay the launch
of our product candidates, if approved, and/or restructure our operations. If we raise additional funds by issuing equity securities, substantial
dilution to existing stockholders could result. If we raise additional funds by incurring debt financing, the terms of the debt may involve
significant cash payment obligations, the issuance of warrants that may ultimately dilute existing stockholders when exercised and covenants that
may restrict our ability to operate our business.
Cash Flows
Operating Activities
Net cash used in operations was $64.3 million in 2012 compared to $34.4 million of net cash used in operations in 2011. This change was
primarily due to the increase in net loss of $33.8 million adjusted for non-cash items including stock-based compensation and depreciation and
amortization in addition to changes in working capital.
Net cash used in operations was $34.4 million in 2011 compared to $45.4 million of net cash used in 2010. This change was primarily due
to the decrease in net loss of $33.5 million adjusted for non-cash items including stock-based compensation and depreciation and amortization in
addition to changes in working capital. The decrease in net loss after adjustments for non-cash items was mainly due to the receipts of $18.0
million in upfront license fees from the ViroPharma and Intrexon Collaborations and milestone payments totaling $11.0 million received under
the collaborative agreements; offset in part by an increase in research and development services and SG&A expenses.
Investing Activities
Net cash used in investing activities was $1.4 million in 2012 compared to $0.8 million in 2011. This was primarily due to an increase in
purchases of property and equipment during 2012. Net cash used in investing activities was $0.8 million in 2011 compared to $0.6 million in
2010. This was primarily due to an increase in purchases of property and equipment during 2011.
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Financing Activities
Net cash provided by financing activities was $112.8 million in 2012 compared to $4.7 million in 2011. Net cash provided by financing
activities in 2012 consisted of net proceeds of $81.5 million from the sale of our common stock in February 2012, $29.7 million from the longterm debt and $2.0 million from option exercises. Net cash provided by financing activities during 2011 consisted of proceeds from stock option
exercises.
Net cash provided by financing activities was $4.7 million in 2011 compared to $61.8 million in 2010. Net cash provided by financing
activities during 2010 primarily consisted of net proceeds of $60 million from the sale of our common stock in September 2010.
Off-Balance Sheet Arrangements
As of December 31, 2012 , we did not have any relationships with unconsolidated entities or financial partnerships, such as entities often
referred to as structured finance or special purpose entities, which would have been established for the purpose of facilitating off-balance sheet
arrangements or other contractually narrow or limited purposes. In addition, we did not engage in trading activities involving non-exchange
traded contracts. As such, we are not materially exposed to any financing, liquidity, market or credit risk that could arise if we had engaged in
these relationships.
Contractual Obligations
As of December 31, 2012 , future minimum payments due under our contractual obligations are as follows (in thousands):
Payments Due by Period

Contractual Obligations(1,4)
Long-term debt, including interest
Operating leases(2)
License payments
Third-party manufacturing obligations (3)
Total

Less than
1 Year

1-3 Years

2,076
1,865
300
18,861
$ 23,102

$ 32,875
6,174
600
6,177
$ 45,826

Total

$ 38,435
10,245
900
25,038
$ 74,618

$

4-5 Years

$

$

3,484
2,206
—
—
5,690

More than
5 Years

$

$

—
—
—
—
—

(1)

Does not include milestone or contractual payment obligations contingent upon the achievement of certain milestone or events if the
amount and timing of such obligations are unknown or uncertain.

(2)

Includes minimum lease payments related to leases of our office and research facilities and certain autos under non-cancelable operating
leases.

(3)

We have contracted with third-party manufacturers for the supply of bulk rHuPH20 and fill/finish of Hylenex recombinant. Under these
agreements, we are required to purchase certain quantities each year during the terms of the agreements. The amounts presented represent
our estimates of the minimum required payments under these agreements.

(4)

Excludes contractual obligations already recorded on our consolidated balance sheet as current liabilities.

Contractual obligations for purchases of goods or services include agreements that are enforceable and legally binding on us and that
specify all significant terms, including fixed or minimum quantities to be purchased; fixed, minimum or variable price provisions; and the
approximate timing of the transaction. For obligations with cancellation provisions, the amounts included in the preceding table were limited to
the non-cancelable portion of the agreement terms or the minimum cancellation fee.
For the restricted stock units granted, the number of shares issued on the date the restricted stock units vest is net of the minimum statutory
withholding requirements that we pay in cash to the appropriate taxing authorities on behalf of our employees. The obligation to pay the relevant
taxing authority is not included in the preceding table, as the amount is contingent upon continued
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employment. In addition, the amount of the obligation is unknown, as it is based in part on the market price of our common stock when the
awards vest.
The expected timing of payments of the obligations above is estimated based on current information. Timing of payments and actual
amounts paid may be different, depending on the time of receipt of goods or services, or changed to agreed-upon amounts for some obligations.
Our future capital uses and requirements depend on numerous forward-looking factors. These factors may include, but are not limited to,
the following:
•

the rate of progress and cost of research and development activities;

•

the number and scope of our research activities;

•

the costs of filing, prosecuting, defending and enforcing any patent claims and other intellectual property rights;

•

our ability to establish and maintain product discovery and development collaborations, including scale-up manufacturing costs for our
collaborators’ product candidates;

•

the amount of product sales for Hylenex recombinant;

•

the costs of obtaining and validating additional manufacturers of Hylenex recombinant;

•

the effect of competing technological and market developments;

•

the terms and timing of any collaborative, licensing and other arrangements that we may establish; and

•

the extent to which we acquire or in-license new products, technologies or businesses.

Critical Accounting Policies and Estimates
This discussion and analysis of our financial condition and results of operations are based on our consolidated financial statements, which
have been prepared in accordance with U.S. generally accepted accounting principles, or U.S. GAAP. The preparation of our consolidated
financial statements requires us to make estimates and judgments that affect the reported amounts of assets, liabilities, revenues and expenses
and related disclosure of contingent assets and liabilities. We review our estimates on an ongoing basis. We base our estimates on historical
experience and on various other assumptions that we believe to be reasonable under the circumstances, the results of which form the basis for
making judgments about the carrying values of assets and liabilities. Actual results may differ from these estimates under different assumptions
or conditions. We believe the following accounting policies to be critical to the judgments and estimates used in the preparation of our
consolidated financial statements.
Revenue Recognition
We generate revenues from product sales and collaborative agreements. Payments received under collaborative agreements may include
nonrefundable fees at the inception of the agreements, license fees, milestone payments for specific achievements designated in the collaborative
agreements, reimbursements of research and development services and supply of bulk rHuPH20, and/or royalties on sales of products resulting
from collaborative arrangements.
We recognize revenue in accordance with the authoritative guidance on revenue recognition. Revenue is recognized when all of the
following criteria are met: (1) persuasive evidence of an arrangement exists; (2) delivery has occurred or services have been rendered; (3) the
seller’s price to the buyer is fixed or determinable; and (4) collectibility is reasonably assured. Refer to Note 2 for a further discussion of our
revenue recognition policies for product sales and revenues under our collaborative agreements and Note 3 for a further discussion of our
collaborative agreements.
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Share-Based Payments
We use the fair value method to account for share-based payments in accordance with the authoritative guidance for share-based
compensation. The fair value of each option award is estimated on the date of grant using a Black-Scholes-Merton option pricing model (BlackScholes model) that uses assumptions regarding a number of complex and subjective variables. Changes in these assumptions may lead to
variability with respect to the amount of expense we recognize in connection with share-based payments. Refer to Note 2 for a further discussion
of share-based payments.
Research and Development Expenses
Research and development expenses include salaries and benefits, research-related manufacturing services, clinical trial expenses, contract
services, facilities and other overhead expenses and other outside expenses. Research and development expenses are charged to operations as
they are incurred when these expenditures relate to our research and development efforts and have no alternative future uses. Refer to Note 2 for
a further discussion of research and development expenses.
Due to the uncertainty in obtaining the FDA and other regulatory approvals, our reliance on third parties and competitive pressures, we are
unable to estimate with any certainty the additional costs we will incur in the continued development of our proprietary product candidates for
commercialization. However, we expect our research and development expenses to increase as our product candidates advance into later stages
of clinical development.
Clinical development timelines, likelihood of success and total costs vary widely. We anticipate that we will make ongoing determinations
as to which research and development projects to pursue and how much funding to direct to each project on an ongoing basis in response to
existing resource levels, the scientific and clinical progress of each product candidate, and other market and regulatory developments. We plan
on focusing our resources on those proprietary and collaboration product candidates that represent the most valuable economic and strategic
opportunities.
Product candidate completion dates and costs vary significantly for each product candidate and are difficult to estimate. The lengthy
process of seeking regulatory approvals and the subsequent compliance with applicable regulations require the expenditure of substantial
resources. Any failure by us to obtain, or any delay in obtaining, regulatory approvals could cause our research and development expenditures to
increase and, in turn, have a material adverse effect on our results of operations. We cannot be certain when, or if, our product candidates will
receive regulatory approval or whether any net cash inflow from our other product candidates, or development projects, will commence.
Inventories
Inventories are stated at lower of cost or market. Cost is determined on a first-in, first-out basis. Refer to Note 2 for a further discussion of
our inventories.
The above listing is not intended to be a comprehensive list of all of our accounting policies. In many cases, the accounting treatment of a
particular transaction is specifically dictated by U.S. GAAP. There are also areas in which our management’s judgment in selecting any available
alternative would not produce a materially different result. Refer to Note 2 for a further discussion of our significant accounting policies and
other disclosures required by U.S. GAAP.
Recent Accounting Pronouncements
Refer to Note 2, Summary of Significant Accounting Policies - Adoption of Recent Accounting Pronouncements , for a discussion of recent
accounting pronouncements and their effect, if any, on us.
Item 7A.

Quantitative and Qualitative Disclosures About Market Risk

Our primary exposure to market risk is interest income sensitivity, which is affected by changes in the general level of U.S. interest rates,
particularly because the majority of our investments are in short-term marketable securities. The primary objective of our investment activities is
to preserve principal while at the same time maximizing the income we receive from our investments
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without significantly increasing risk. Some of the securities may be subject to market risk. This means that a change in prevailing interest rates
may cause the value of the investment to fluctuate. For example, if we purchase a security that was issued with a fixed interest rate and the
prevailing interest rate later rises, the value of our investment will probably decline. To minimize this risk, we typically invest all, or
substantially all, of our cash in money market funds that invest primarily in government securities. Our investment policy also permits
investments in a variety of securities including commercial paper and government and non-government debt securities. In general, money market
funds are not subject to market risk because the interest paid on such funds fluctuates with the prevailing interest rate. As of December 31, 2012
and 2011 , we did not have any holdings of derivative financial or commodity instruments, or any foreign currency denominated transactions,
and all of our cash and cash equivalents were in money market mutual funds and other investments that we believe to be highly liquid. If a 10%
change in interest rates were to have occurred on December 31, 2012 and 2011 , this change would not have had a material effect on the fair
value of our investment portfolio as of that date nor our net loss for the years then ended. Due to the short holding period of our investments, we
have concluded that we do not have a material financial market risk exposure.
Item 8.

Financial Statements and Supplementary Data

Our financial statements are annexed to this report beginning on page F-1.
Item 9.

Changes In and Disagreements with Accountants on Accounting and Financial Disclosure

None.
Item 9A.

Control and Procedures

Evaluation of Disclosure Controls and Procedures
We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed in our Exchange Act
reports is recorded, processed, summarized and reported within the timelines specified in the Securities and Exchange Commission’s rules and
forms, and that such information is accumulated and communicated to our management, including our Chief Executive Officer and Chief
Financial Officer, as appropriate, to allow timely decision regarding required disclosure. In designing and evaluating the disclosure controls and
procedures, management recognized that any controls and procedures, no matter how well designed and operated, can only provide reasonable
assurance of achieving the desired control objectives, and in reaching a reasonable level of assurance, management necessarily was required to
apply its judgment in evaluating the cost-benefit relationship of possible controls and procedures.
Under the supervision and with the participation of our management, including our principal executive officer and principal financial
officer, we conducted an evaluation of our disclosure controls and procedures, as such term is defined under Rule 13a-15(e) promulgated under
the Securities Exchange Act of 1934, as amended. Based on this evaluation, our principal executive officer and our principal financial officer
concluded that our disclosure controls and procedures were effective as of the end of the period covered by this Annual Report on Form 10-K.
Changes in Internal Control Over Financial Reporting
There have been no significant changes in our internal control over financial reporting that occurred during the quarter ended
December 31, 2012 that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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Management’s Report on Internal Control Over Financial Reporting
Our management is responsible for establishing and maintaining adequate internal control over financial reporting. Internal control over
financial reporting is defined in Rule 13a-15(f) and Rule 15d-15(f) promulgated under the Securities Exchange Act of 1934 as a process
designed by, or under the supervision of, our principal executive and principal financial officers and effected by our board of directors,
management and other personnel, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles and includes those policies and procedures that:
•

Pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and dispositions of our assets;

•

Provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with
generally accepted accounting principles, and that receipts and expenditures are being made only in accordance with authorizations of our
management and directors; and

•

Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of our assets that
could have a material effect on our financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that
the degree of compliance with the policies or procedures may deteriorate.
Our management assessed the effectiveness of our internal control over financial reporting as of December 31, 2012 . In making this
assessment, our management used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) in
Internal Control-Integrated Framework.
Based on our assessment, management concluded that, as of December 31, 2012 , our internal control over financial reporting is effective
based on those criteria.
The independent registered public accounting firm that audited the consolidated financial statements that are included in this Annual
Report on Form 10-K has issued an audit report on the effectiveness of our internal control over financial reporting as of December 31, 2012 .
The report appears below.
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Report of Independent Registered Public Accounting Firm
The Board of Directors and Stockholders
Halozyme Therapeutics, Inc.
We have audited Halozyme Therapeutics, Inc.’s internal control over financial reporting as of December 31, 2012, based on criteria
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission
(the COSO criteria). Halozyme Therapeutics, Inc.’s management is responsible for maintaining effective internal control over financial
reporting, and for its assessment of the effectiveness of internal control over financial reporting included in the accompanying Management’s
Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion on the company’s internal control over financial
reporting based on our audit.
We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial
reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over financial reporting,
assessing the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion.
A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles.
A company’s internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that,
in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance
that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or
disposition of the company’s assets that could have a material effect on the financial statements.
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of
any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or
that the degree of compliance with the policies or procedures may deteriorate.
In our opinion, Halozyme Therapeutics, Inc. maintained, in all material respects, effective internal control over financial reporting as of
December 31, 2012, based on the COSO criteria .
We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheets of Halozyme Therapeutics, Inc. as of December 31, 2012 and 2011, and the related consolidated statements of
comprehensive loss, cash flows, and stockholders’ equity for each of the three years in the period ended December 31, 2012 of Halozyme
Therapeutics, Inc. and our report dat ed February 28, 2013 expressed an unqualified opinion thereon.
/s/

Ernst & Young LLP

San Diego, California
February 28, 2013
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Item 9B.

Other Information

None.
PART III
Item 10.

Directors, Executive Officers and Corporate Governance

The information required by this item regarding directors is incorporated by reference to our Definitive Proxy Statement (the “Proxy
Statement”) to be filed with the Securities and Exchange Commission in connection with our 2013 Annual Meeting of Stockholders under the
heading “Election of Directors.” The information required by this item regarding compliance with Section 16(a) of the Securities Exchange Act
of 1934, as amended, is incorporated by reference to the information under the caption “Compliance with Section 16(a) of the Exchange Act” to
be contained in the Proxy Statement. The information required by this item regarding our code of ethics is incorporated by reference to the
information under the caption “Code of Conduct and Ethics” to be contained in our Proxy Statement. The information required by this item
regarding our audit committee is incorporated by reference to the information under the caption “Board Meetings and Committees—Audit
Committee” to be contained in our Proxy Statement. The information required by this item regarding material changes, if any, to the process by
which stockholders may recommend nominees to our board of directors is incorporated by reference to the information under the caption “Board
Meetings and Committees—Nominating and Governance Committee” to be contained in our Proxy Statement.
Executive Officers
Gregory I. Frost, Ph.D. (41), President, Chief Executive Officer and Director. Dr. Frost was named Halozyme’s President and Chief
Executive Officer in 2010 and has served on the Board of Directors and in various operation roles over the past thirteen years at the Company,
including Chief Scientific Officer since 2002. He brought the founding technologies to Halozyme in 1999 and has spent more than sixteen years
conducting research on the extracellular matrix. Over the past decade, Dr. Frost has led the R&D efforts at Halozyme from discovery through
FDA approval for a number of biotechnology products. Prior to Halozyme, he was a Scientist at the Sidney Kimmel Cancer Center. In the
Department of Pathology at the University of California, San Francisco, his research led directly to the purification, cloning, and characterization
of the human hyaluronidase gene family, and the discovery of several metabolic disorders. He has authored multiple scientific peer-reviewed and
invited articles in the field and is an inventor on several key patents. Dr. Frost is a member of the American Association for Cancer Research and
the American Society of Clinical Oncology and he is registered to practice before the U.S. Patent and Trademark Office. Dr. Frost earned his
B.A. in biochemistry and molecular biology from the University of California, Santa Cruz, and his Ph.D. in the Department of Pathology at the
University of California, San Francisco.
Kurt A. Gustafson (45) , Vice President, Chief Financial Officer. Mr. Gustafson joined Halozyme in 2009 with extensive operational and
managerial experience in financial planning and analysis, accounting, treasury and international responsibility gained during his 18 years with
Amgen Inc. In his most recent position, as Vice President, Manufacturing Finance, Mr. Gustafson had financial responsibility for each of
Amgen’s worldwide manufacturing sites and the Cost Accounting Group. From 2004 to 2006, Mr. Gustafson was Vice President, Finance and
CFO of Amgen International, responsible for financial planning and accounting for Ex-US operations. Stationed in Switzerland, Mr. Gustafson
was responsible for Amgen’s International Operations, which spanned Europe, the Middle East, Eastern Europe, North Africa and Australia.
From 2000 to 2004, Mr. Gustafson headed up Corporate Financial Planning and Analysis, most recently as Vice President, Corporate Financial
Planning & Analysis. From 1991 to 2000, Mr. Gustafson held multiple positions in Amgen’s Treasury group with increasing levels of
responsibility, most recently serving as Treasurer, where he oversaw the tax department and the customer finance group. Prior to joining Amgen,
Mr. Gustafson worked in public accounting as Staff Auditor at Laventhol & Horwath in Chicago. He earned a B.A. in accounting from North
Park University in Chicago and an M.B.A. from University of California, Los Angeles.
James P. Shaffer (46) , Vice President, Chief Commercial Officer. Mr. James Shaffer joined Halozyme in 2011 with over 23 years of
Commercial Operations experience. From 2007 to 2011, he was at Clinical Data, Inc. where he was responsible for
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Marketing, Sales, Business Development and Manufacturing with his most recent position as Executive Vice President and Chief Commercial
Officer. Prior to Clinical Data, he worked at New River Pharmaceuticals, Prestwick Pharmaceuticals, InterMune and GSK. He has experience in
both large and small pharmaceutical companies in the areas of Neurology, Psychiatry, Oncology, GI and Pulmonary Care with specialized
experience in developing and marketing genetic tests in Oncology and Cardiology. Mr. Shaffer received his M.B.A. in Marketing and B.S. in
Economics from Ohio State University.
H. Michael Shepard, Ph.D. (63), Vice President, Chief Scientific Officer. Dr. Shepard joined Halozyme in 2009 as Vice President,
Discovery Research with extensive experience in the biotechnology industry. He was promoted to Chief Scientific Officer in December 2010.
Dr. Shepard has been a founder or co-founder of several biotechnology companies and his work has included protein therapeutics (Receptor
BioLogix, Inc., 2003-2008), small molecules (NewBiotics, Inc., 1997-2002), gene therapy (Canji, Inc./Schering-Plough Corporation, 19921997), and monoclonal antibody therapeutics (Genentech, Inc. 1980-1992). While at Genentech, Dr. Shepard participated in many of the early
programs that transformed Genentech into a commercial success. Among his most important accomplishments was the description of a key
mechanism by which tumor cells can escape the host immune system. This work led to the discovery of the breast cancer drug Herceptin ®
(trastuzumab). In 2007, Dr. Shepard shared the Warren Alpert Prize from Harvard Medical School in recognition of this achievement.
Dr. Shepard received his bachelor’s degree in Zoology from the University of California, Davis and his Ph.D. in Molecular, Cellular and
Developmental Biology from Indiana University. Dr. Shepard was also a postdoctoral fellow at Indiana University, supported by the Damon
Runyon Cancer Research Foundation.
Jean I. Liu (44), Vice President, General Counsel and Secretary. Ms. Liu joined Halozyme in 2011. Prior to Halozyme, she served as the
Chief Legal Officer and Secretary of Durect Corporation (“Durect”) from 1998 to 2011. She has 20 years of professional experience advising
pharmaceutical and biotechnology companies. Ms. Liu’s early career included work at Pillsbury, Madison & Sutro (now Pillsbury Winthrop)
and the Venture Law Group where she focused on broad areas of legal advisory for early stage companies, including technology transfer,
licensing, patents, and copyright and trademark litigation. During her tenure at Durect, she held a number of titled roles as the senior most legal
officer where her experience expanded to include securities and regulatory law, M & A and financing, corporate governance and board matters.
Ms. Liu obtained her B.S. in Biology with highest distinction from the University of Michigan at Ann Arbor, her M.S.in Biology from Stanford
University, and her J.D. from Columbia University where she was a Harlan Fiske Scholar.
Item 11.

Executive Compensation

The information required by this item is incorporated by reference to the information under the caption “Executive Compensation” to be
contained in the Proxy Statement.
Item 12.

Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

Information relating to securities authorized for issuance under our equity compensation plans is set forth in Part II, Item 5, “Market for
Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities” above in this Annual Report. The other
information required by this item is incorporated by reference to the information under the caption “Security Ownership of Certain Beneficial
Owners and Management and Related Stockholder Matters” to be contained in the Proxy Statement.
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Equity Compensation Plan Information
The following table summarizes our compensation plans under which our equity securities are authorized for issuance as of
December 31, 2012 :

Number of
Shares to Be
Issued upon
Exercise of
Outstanding
Options and
Restricted Stock
Units
(a)

Plan Category

Equity compensation plans approved by stockholders (1)

7,062,013

Weighted-Average
Exercise Price
of Outstanding
Options and
Restricted Stock
Units
(b) (2)

$6.59

Number of
Shares
Remaining
Available for
Future
Issuance
under Equity
Compensation
Plans
(Excluding
Shares
Reflected in
Column (a))
(c)

2,730,059

______________

(1)

Represents stock options and restricted stock units under the 2011 Stock Plan, 2008 Stock Plan, 2008 Outside Directors’ Stock Plan, 2006
Stock Plan, 2005 Outside Directors’ Stock Plan, 2004 Stock Plan and the 2001 Stock Plan. Options under the 2001 Stock Plan were
assumed by Halozyme as part of the March 2004 merger between DeliaTroph Pharmaceuticals, Inc., or DeliaTroph, and Global Yacht
Services, Inc. The 2001 Stock Plan was approved by the shareholders of DeliaTroph prior to the merger and the former shareholders of
DeliaTroph held approximately 90% of the voting stock of Halozyme immediately following the merger. The 2001 Stock Plan expired in
January 2011.

(2)

This amount does not include restricted stock units as there is no exercise price for restricted stock units.

Item 13.

Certain Relationships and Related Transactions, and Director Independence

The information required by this item is incorporated by reference to the information under the caption “Certain Relationships and Related
Transactions” to be contained in the Proxy Statement.
Item 14.

Principal Accounting Fees and Services

The information required by this item is incorporated by reference to the information under the caption “Principal Accounting Fees and
Services” contained in the Proxy Statement.
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PART IV
Item 15.
(a)

Exhibits and Financial Statement Schedules

Documents filed as part of this report.
1. Financial Statements
Page

Report of Independent Registered Public Accounting Firm
Consolidated Balance Sheets at December 31, 2012 and 2011
Consolidated Statements of Comprehensive Loss for Each of the Years Ended December 31, 2012, 2011 and 2010
Consolidated Statements of Cash Flows for Each of the Years Ended December 31, 2012, 2011 and 2010
Consolidated Statements of Stockholders’ Equity for Each of the Years Ended December 31, 2012, 2011 and 2010
Notes to the Consolidated Financial Statements

F-1
F-2
F-3
F-4
F-5
F-6

2. List of all Financial Statement schedules.
All other schedules are omitted because they are not applicable or the required information is shown in the Financial Statements or
notes thereto.
3. List of Exhibits required by Item 601 of Regulation S-K. See part (b) below.
(b)

E xhibits

2.1

Agreement and Plan of Merger, dated November 14, 2007, by and between the Registrant and the
Registrant’s predecessor Nevada corporation(1)

3.1

Amended and Restated Certificate of Incorporation, as filed with the Delaware Secretary of State on
October 7, 2007(2)

3.2

Certificate of Designation, Preferences and Rights of the terms of the Series A Preferred Stock(1)

3.3

Bylaws, as amended(2)

4.1

Amended Rights Agreement between Corporate Stock Transfer, as rights agent, and Registrant, dated
November 12, 2007(18)

10.1

License Agreement between University of Connecticut and Registrant, dated November 15, 2002(3)
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10.2

First Amendment to the License Agreement between University of Connecticut and Registrant, dated January 9, 2006(8)

10.3*

Commercial Supply Agreement with Avid Bioservices, Inc. and Registrant, dated February 16, 2005 (6)

10.4*

First Amendment to the Commercial Supply Agreement between Avid Bioservices, Inc. and Registrant, dated December
15, 2006(13)

10.5*

Clinical Supply Agreement between Cook Pharmica, LLC and Registrant, dated August 15, 2008(22)

10.6#

DeliaTroph Pharmaceuticals, Inc. 2001 Amended and Restated Stock Plan and form of Stock Option Agreements for
options assumed thereunder(5)

10.7#

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

10.8#

Halozyme Therapeutics, Inc. 2005 Outside Directors’ Stock Plan(7)

10.9#

Form of Stock Option Agreement (2005 Outside Directors’ Stock Plan)(11)

10.10#

Form of Restricted Stock Agreement (2005 Outside Directors’ Stock Plan)(11)

10.11#

Halozyme Therapeutics, Inc. 2006 Stock Plan(10)

10.12#

Form of Stock Option Agreement (2006 Stock Plan)(11)

10.13#

Form of Restricted Stock Agreement (2006 Stock Plan)(11)

10.14#

Halozyme Therapeutics, Inc. 2008 Stock Plan(19)

10.15#

Form of Stock Option Agreement (2008 Stock Plan)(25)

10.16#

Form of Restricted Stock Agreement (2008 Stock Plan)(25)

10.17#

Halozyme Therapeutics, Inc. 2008 Outside Directors’ Stock Plan(19)

10.18#

Form of Restricted Stock Agreement (2008 Outside Directors’ Stock Plan)(25)

10.19#

Halozyme Therapeutics, Inc. 2011 Stock Plan(28)

10.20#

Form of Stock Option Agreement (2011 Stock Plan)(28)

10.21#

Form of Stock Option Agreement for Executive Officers (2011 Stock Plan)(28)

10.22#

Form of Restricted Stock Units Agreement (2011 Stock Plan)(28)

10.23#

Form of Restricted Stock Award Agreement (2011 Stock Plan)(28)

10.24#

Form of Indemnity Agreement for Directors and Executive Officers(17)

10.25#

Outside Director Compensation Plan(21)

10.26#

2008 Senior Executive Incentive Structure(20)

10.27#

2009 Senior Executive Incentive Plan(23)

10.28#

2010 Senior Executive Incentive Plan(26)
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10.29#

Change in Control Policy(20)

10.30#

Severance Policy(21)

10.31#

Amended and Restated Change In Control Agreement with Gregory Frost, dated December 21, 2012

10.32#

Form of Amended and Restated Change In Control Agreement with Officer

10.33#

Form of Change In Control Agreement with Officer

10.34*

Amended and Restated Exclusive Distribution Agreement between Baxter Healthcare Corporation, Baxter Healthcare S.A.
and Registrant, dated February 14, 2007(14)

10.35*

Amended and Restated Development and Supply Agreement between Baxter Healthcare Corporation, Baxter Healthcare
S.A. and Registrant, dated February 14, 2007(14)

10.36*

Enhanze License and Collaboration Agreement between Baxter Healthcare Corporation, Baxter Healthcare S.A. and
Registrant, dated February 14, 2007(14)

10.37

Termination Agreement between Halozyme Inc., Baxter Healthcare Corporation and Baxter Healthcare S.A,
effective January 7, 2011(27)

10.38*

Enhanze Technology License and Collaboration Agreement between Baxter Healthcare Corporation, Baxter
Healthcare S.A. and Registrant, dated September 7, 2007(16)

10.39*

License and Collaboration Agreement between F. Hoffmann-La Roche Ltd, Hoffmann-La Roche Inc. and
Registrant dated December 5, 2006(12)

10.40

Sublease Agreement (11404 Sorrento Valley Road), effective as of July 2, 2007(15)

10.41

Standard Industrial Net Lease (11388 Sorrento Valley Road), effective as of July 26, 2007(15)

10.43

Amended and Restated Lease (11388 Sorrento Valley Road), effective as of June 10, 2011(29)

10.44

Lease (11404 and 11408 Sorrento Valley Road), effective as of June 10, 2011(29)

10.45

Lease (11436 Sorrento Valley Road), dated October 31, 2012

10.46

Loan and Security Agreement and Disbursement Letter, dated December 28, 2012

10.47

First Amendment to Loan and Security Agreement and Disbursement Letter, dated February 5, 2013

21.1

Subsidiaries of Registrant(9)
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23.1

Consent of Independent Registered Public Accounting Firm

31.1

Certification of Chief Executive Officer pursuant to Rule 13a-14(a) and 15d-14(a) of the Securities Exchange Act of 1934,
as amended

31.2

Certification of Chief Financial Officer pursuant to Rule 13a-14(a) and 15d-14(a) of the Securities Exchange Act of 1934,
as amended

32

Certification of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

101.INS**

Instance Document

101.SCH**

Taxonomy Extension Schema Document

101.CAL**

Taxonomy Extension Calculation Linkbase Document

101.DEF**

Taxonomy Extension Definition Linkbase Document

101.LAB**

Taxonomy Extension Label Linkbase Document

101.PRE**

Taxonomy Extension Presentation Linkbase Document

(1)

Incorporated by reference to the Registrant’s Current Report on Form 8-K, filed November 20, 2007 (File No. 001-32335).

(2)

Incorporated by reference to the Registrant’s Current Report on Form 8-K, filed December 12, 2011 (File No. 001-32335).

(3)

Incorporated by reference to the Registrant’s Registration Statement on Form SB-2 filed with the Commission on April 23, 2004 (File
No. 333-114776).

(4)

Incorporated by reference to the Registrant’s amendment number two to the Registration Statement on Form SB-2 filed with the
Commission on July 23, 2004 (File No. 333-114776).

(5)

Incorporated by reference to the Registrant’s Registration Statement on Form S-8 filed with the Commission on October 26, 2004 (File
No. 333-119969).

(6)

Incorporated by reference to the Registrant’s Current Report on Form 8-K, filed February 22, 2005 (File No. 001-32335).

(7)

Incorporated by reference to the Registrant’s Current Report on Form 8-K, filed July 6, 2005 (File No. 001-32335).

(8)

Incorporated by reference to the Registrant’s Current Report on Form 8-K, filed January 12, 2006 (File No. 001-32335).

(9)

Incorporated by reference to the Registrant’s Annual Report on Form 10-KSB/A, filed March 29, 2005 (File No. 001-32335).

(10)

Incorporated by reference to the Registrant’s Current Report on Form 8-K, filed March 24, 2006 (File No. 001-32335).

(11)

Incorporated by reference to the Registrant’s Quarterly Report on Form 10-Q, filed August 8, 2006 (File No. 001-32335).

(12)

Incorporated by reference to the Registrant’s Current Report on Form 8-K/A, filed December 15, 2006 (File No. 001-32335).

(13)

Incorporated by reference to the Registrant’s Current Report on Form 8-K, filed December 21, 2006 (File No. 001-32335).
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(14)

Incorporated by reference to the Registrant’s Current Report on Form 8-K/A, filed February 20, 2007 (File No. 001-32335).

(15)

Incorporated by reference to the Registrant’s Current Report on Form 8-K, filed July 31, 2007 (File No. 001-32335).

(16)

Incorporated by reference to the Registrant’s Current Report on Form 8-K, filed September 12, 2007 (File No. 001-32335).

(17)

Incorporated by reference to the Registrant’s Current Report on Form 8-K, filed December 20, 2007 (File No. 001-32335).

(18)

Incorporated by reference to the Registrant’s Annual Report on Form 10-K, filed March 14, 2008 (File No. 001-32335).

(19)

Incorporated by reference to the Registrant’s Current Report on Form 8-K, filed March 19, 2008 (File No. 001-32335).

(20)

Incorporated by reference to the Registrant’s Current Report on Form 8-K, filed April 21, 2008 (File No. 001-32335).

(21)

Incorporated by reference to the Registrant’s Quarterly Report on Form 10-Q, filed May 9, 2008 (File No. 001-32335).

(22)

Incorporated by reference to the Registrant’s Quarterly Report on Form 10-Q, filed November 7, 2008 (File No. 001-32335).

(23)

Incorporated by reference to the Registrant’s Current Report on Form 8-K, filed February 9, 2009 (File No. 001-32335).

(24)

Incorporated by reference to the Registrant’s Current Report on Form 8-K, filed June 23, 2009 (File No. 001-32335).

(25)

Incorporated by reference to the Registrant’s Quarterly Report on Form 10-Q, filed August 7, 2009 (File No. 001-32335).

(26)

Incorporated by reference to the Registrant’s Current Report on Form 8-K, filed February 8, 2010 (File No. 001-32335).

(27)

Incorporated by reference to the Registrant’s Current Report on Form 8-K, filed January 10, 2011 (File No. 001-32335).

(28)

Incorporated by reference to the Registrant’s Current Report on Form 8-K, filed May 6, 2011 (File No. 001-32335).

(29)

Incorporated by reference to the Registrant’s Current Report on Form 8-K, filed June 16, 2011 (File No. 001-32335).

*

Confidential treatment has been requested for certain portions of this exhibit. These portions have been omitted from this agreement
and have been filed separately with the Securities and Exchange Commission.

**

Pursuant to applicable securities laws and regulations, the Registrant is deemed to have complied with the reporting obligation relating
to the submission of interactive data files in such exhibits and is not subject to liability under any anti-fraud provisions of the federal
securities laws as long as the Registrant has made a good faith attempt to comply with the submission requirements and promptly
amends the interactive data files after becoming aware that the interactive data files fails to comply with the submission requirements.
These interactive data files are deemed not filed or part of a registration statement or prospectus for purposes of sections 11 or 12 of the
Securities Act of 1933, as amended, are deemed not filed for purposes of section 18 of the Securities Exchange Act of 1934, as
amended, and otherwise are not subject to liability under these sections.

#

Indicates management contract or compensatory plan or arrangement.

(c) Financial Statement Schedules.

See Item 15(a) 2 above.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf
by the undersigned in the City of San Diego, on February 28, 2013 .

Halozyme Therapeutics, Inc.,
a Delaware corporation
Date:

By:

February 28, 2013

/s/ Gregory I. Frost, Ph.D.
Gregory I. Frost, Ph.D.
President and Chief Executive Officer

POWER OF ATTORNEY
Know all persons by these presents, that each person whose signature appears below constitutes and appoints Gregory I. Frost and Kurt A.
Gustafson, and each of them, as his true and lawful attorneys-in-fact and agents, with full power of substitution and resubstitution, for him and in
his name, place, and stead, in any and all capacities, to sign any and all amendments to this Annual Report, and to file the same, with all exhibits
thereto, and other documents in connection therewith, with the Securities and Exchange Commission, granting unto said attorneys-in-fact and
agents, and each of them, full power and authority to do and perform each and every act and thing requisite and necessary to be done in
connection therewith, as fully to all intents and purposes as he might or could do in person, hereby ratifying and confirming that all said
attorneys-in-fact and agents, or any of them or their or his substitute or substituted, may lawfully do or cause to be done by virtue thereof.
Pursuant to the requirements of the Securities Act of 1933, as amended, this Annual Report has been signed by the following persons in
the capacities and on the dates indicated.
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Signature

/s/

Gregory I. Frost, Ph.D.
Gregory I. Frost, Ph.D.

Title

Date

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

February 28, 2013

/s/

Kurt A. Gustafson
Kurt A. Gustafson

Vice President, Chief Financial Officer
(Principal Financial and Accounting Officer)

February 28, 2013

/s/

Kenneth J. Kelley
Kenneth J. Kelley

Chairman of the Board of Directors

February 28, 2013

Director

February 28, 2013

Director

February 28, 2013

/s/ Randal J. Kirk
Randal J. Kirk

Director

February 28, 2013

/s/ Connie L. Matsui
Connie L. Matsui

Director

February 28, 2013

Director

February 28, 2013

/s/ Robert L. Engler, M.D.
Robert L. Engler, M.D.
/s/

/s/

Kathryn E. Falberg
Kathryn E. Falberg

John S. Patton, Ph.D.
John S. Patton, Ph.D.
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Report of Independent Registered Public Accounting Firm
The Board of Directors and Stockholders
Halozyme Therapeutics, Inc.
We have audited the accompanying consolidated balance sheets of Halozyme Therapeutics, Inc. as of December 31, 2012 and 2011, and
the related consolidated statements of comprehensive loss, cash flows, and stockholders’ equity for each of the three years in the period ended
December 31, 2012. These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion
on these financial statements based on our audits.
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.
In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of
Halozyme Therapeutics, Inc. at December 31, 2012 and 2011, and the consolidated results of its operations and its cash flows for each of the
three years in the period ended December 31, 2012, in conformity with U.S. generally accepted accounting principles.
As discussed in Note 2 to the consolidated financial statements, the Company changed its method of accounting for revenue recognition as
a result of the adoption of the amendments to the FASB Accounting Standards Codification resulting from Accounting Standards Update
No. 2009-13, Revenue Recognition (Topic 605): Multiple-Deliverable Revenue Arrangements , effective January 1, 2011.
We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), Halozyme
Therapeutics, Inc.’s internal control over financial reporting as of December 31, 2012, based on criteria established in Internal Control —
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated February 28,
2013 expressed an unqualified opinion thereon.

/s/ Ernst & Young LLP
San Diego, California
February 28, 2013
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HALOZYME THERAPEUTICS, INC.
CONSOLIDATED BALANCE SHEETS
December 31,
2012

December 31,
2011

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable, net
Inventories
Prepaid expenses and other assets
Total current assets
Property and equipment, net

$

$

Total Assets

99,901,264
15,703,087
2,670,696
12,752,888
131,027,935
3,700,462
134,728,397

$

2,271,689
7,783,447
8,891,017
18,946,153
34,954,966
29,661,680
1,450,000
861,879

$

$

52,825,527
2,262,465
567,263
8,332,242
63,987,497
1,771,048
65,758,545

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payable
Accrued expenses
Deferred revenue, current portion
Total current liabilities
Deferred revenue, net of current portion
Long-term debt, net
Lease financing obligation
Deferred rent, net of current portion
Commitments and contingencies (Note 9)
Stockholders’ equity:
Preferred stock — $0.001 par value; 20,000,000 shares authorized; no shares issued and outstanding
Common stock — $0.001 par value; 150,000,000 shares authorized; 112,709,174 and 103,989,272
shares issued and outstanding at December 31, 2012 and 2011, respectively
Additional paid-in capital
Accumulated deficit
Total stockholders’ equity
Total Liabilities and Stockholders’ Equity

See accompanying notes to consolidated financial statements.
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$

—

7,556,859
5,615,574
4,129,407
17,301,840
36,754,583
—
—
802,006

—

112,709
103,990
347,314,658
255,817,772
(298,573,648)
(245,021,646)
48,853,719
10,900,116
$ 134,728,397 $
65,758,545

HALOZYME THERAPEUTICS, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

Year Ended December 31,
2012

REVENUES:
Product sales, net
Revenues under collaborative agreements
Total revenues
OPERATING EXPENSES:
Cost of product sales
Research and development
Selling, general and administrative
Total operating expenses
OPERATING LOSS
OTHER INCOME (EXPENSE):
Interest income, net
Other income, net
Total other income, net

$

2011

2,887,442
39,437,784
42,325,226

$

1,094,400
70,044,073
24,812,199
95,950,672
(53,625,446)

2010

1,836,102
54,250,334
56,086,436

$

257,834
57,563,470
18,104,073
75,925,377
(19,838,941)

895,518
12,728,597
13,624,115
985,283
51,773,504
15,122,960
67,881,747
(54,257,632)

NET LOSS

59,028
63,530
49,015
14,416
5,560
966,967
73,444
69,090
1,015,982
$ (53,552,002) $ (19,769,851) $ (53,241,650)

Basic and diluted net loss per share

$

(0.48) $
111,077,105

Shares used in computing basic and diluted net loss per share

(0.19) $
102,566,089

(0.56)
94,357,695

$ (53,552,002) $ (19,769,851) $ (53,241,650)

Comprehensive loss

See accompanying notes to consolidated financial statements.
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HALOZYME THERAPEUTICS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31,
2012

Operating activities:
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Share-based compensation
Depreciation and amortization
Long-term debt, non-cash interest expense
Loss (gain) on disposal of equipment
Changes in operating assets and liabilities:
Accounts receivable, net
Inventories
Prepaid expenses and other assets
Accounts payable and accrued expenses
Deferred rent
Deferred revenue
Net cash used in operating activities
Investing activities:
Purchases of property and equipment
Net cash used in investing activities
Financing activities:
Proceeds from issuance of common stock, net
Proceeds from issuance of long-term debt, net
Proceeds from issuance of common stock under equity incentive plans, net
Net cash provided by financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
Supplemental disclosure of cash flow information:
Interest paid
Supplemental disclosure of non-cash investing and financing activities:
Capitalized property and liability associated with a build-to-suit lease arrangement
Accounts payable for purchases of property and equipment

2010

$ (53,552,002) $ (19,769,851) $ (53,241,650)
8,348,587
1,079,424
8,625
7,370

5,569,899
1,095,823
—
(1,566)

4,866,325
1,507,925
—
13,542

(13,440,622)
(2,103,433)
(4,420,646)
(3,263,487)
44,895
2,961,993
(64,329,296)

65,803
(373,841)
(4,611,346)
711,777
172,438
(17,209,561)
(34,350,425)

1,915,641
966,129
(2,147,119)
3,437,089
(314,747)
(2,388,641)
(45,385,506)

(1,412,585)
(1,412,585)

(828,508)
(828,508)

(646,544)
(646,544)

81,476,845
29,660,600
1,680,173
112,817,618
47,075,737
52,825,527
$ 99,901,264

—
—
4,748,612
4,748,612
(30,430,321)
83,255,848
$ 52,825,527 $

$

18,875

$

—

$

—

$
$

1,450,000
153,623

$
$

—
189,898

$
$

—
13,806

See accompanying notes to consolidated financial statements.
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2011

59,965,059
—
1,858,333
61,823,392
15,791,342
67,464,506
83,255,848

HALOZYME THERAPEUTICS, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Common Stock
Shares

BALANCE AT JANUARY 1, 2010
Share-based compensation expense
Issuance of common stock for cash, net
Issuance of common stock pursuant to exercise of
stock options
Issuance of restricted stock awards
Net loss
BALANCE AT DECEMBER 31, 2010
Share-based compensation expense
Issuance of common stock pursuant to exercise of
stock options
Issuance of restricted stock awards
Net loss
BALANCE AT DECEMBER 31, 2011
Share-based compensation expense
Issuance of common stock for cash, net
Issuance of common stock pursuant to exercise of
stock options and vesting of restricted stock units, net
Issuance of restricted stock awards
Net loss
BALANCE AT DECEMBER 31, 2012

Amount

91,681,756
—
8,300,000

$

Additional
Paid-In
Capital

Accumulated
Deficit

Total
Stockholders’
Equity

91,682
—
8,300

$ 178,821,852
4,866,325
59,956,759

479,093
120,000
—
100,580,849
—

479
120
—
100,581
—

1,857,734
—
—
245,502,670
5,569,899

—
—
(53,241,650)
(225,251,795)
—

1,858,213
120
(53,241,650)
20,351,456
5,569,899

3,060,540
347,883
—
103,989,272
—
7,820,000

3,060
349
—
103,990
—
7,820

4,745,432
(229)
—
255,817,772
8,348,587
81,469,025

—
—
(19,769,851)
(245,021,646)
—
—

4,748,492
120
(19,769,851)
10,900,116
8,348,587
81,476,845

525,707
374,195
—
112,709,174

525
374
—
$ 112,709

1,679,648
—
1,680,173
(374)
—
—
—
(53,552,002)
(53,552,002)
$ 347,314,658 $ (298,573,648) $ 48,853,719

See accompanying notes to consolidated financial statements.
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$ (172,010,145) $ 6,903,389
—
4,866,325
—
59,965,059

Halozyme Therapeutics, Inc.
Notes to Consolidated Financial Statements
1.

Organization and Business

Halozyme Therapeutics, Inc. is a science-driven, biopharmaceutical company committed to making molecules into medicines for patients
in need. Our research focuses primarily on human enzymes that alter the extracellular matrix. The extracellular matrix is a complex matrix of
proteins and carbohydrates surrounding the cell that provides structural support in tissues and orchestrates many important biological activities,
including cell migration, signaling and survival. Over many years, we have developed unique technology and scientific expertise enabling us to
pursue this target-rich environment for the development of therapies.
Our proprietary enzymes can be used to facilitate the delivery of injected drugs and fluids, thus enhancing the efficacy and the convenience
of other drugs or to alter abnormal tissue structures for clinical benefit. We have chosen to exploit our technology and expertise in a balanced
way to modulate both risk and spend by: (1) developing our own proprietary products in therapeutic areas with significant unmet medical needs,
such as diabetes, oncology and dermatology, and (2) licensing our technology to biopharmaceutical companies to collaboratively develop
products which combine our technology with the collaborators' proprietary compounds.
The majority of the product candidates in our current pipeline are based on rHuPH20, a patented human recombinant hyaluronidase
enzyme. rHuPH20 temporarily breaks down hyaluronic acid - a naturally occurring substance that is a major component of the extracellular
matrix in tissues throughout the body such as skin and cartilage. Our proprietary pipeline consists of multiple clinical stage products in diabetes,
oncology and dermatology. We currently have collaborations with F. Hoffmann-La Roche, Ltd. and Hoffmann-La Roche, Inc. (Roche), Pfizer
Inc. (Pfizer), Baxter Healthcare Corporation (Baxter), ViroPharma Incorporated (ViroPharma) and Intrexon Corporation (Intrexon), with three
product candidates which have been submitted for regulatory approval in the U.S. and/or Europe as well as several others at various stages of
development.
We were founded in 1998 and reincorporated from the State of Nevada to the State of Delaware in November 2007. Except where
specifically noted or the context otherwise requires, the use of terms such as "Halozyme," "we," "our," and "us" in these Notes to Consolidated
Financial Statements refers to Halozyme Therapeutics, Inc.
2.

Summary of Significant Accounting Policies
Basis of Presentation

The consolidated financial statements include the accounts of Halozyme Therapeutics, Inc. and our wholly owned subsidiary, Halozyme,
Inc. All intercompany accounts and transactions have been eliminated.
Use of Estimates
The preparation of consolidated financial statements in conformity with U.S. generally accepted accounting principles (“U.S. GAAP”)
requires management to make estimates and assumptions that affect the amounts reported in our consolidated financial statements and
accompanying notes. On an ongoing basis, we evaluate our estimates and judgments, which are based on historical and anticipated results and
trends and on various other assumptions that management believes to be reasonable under the circumstances. By their nature, estimates are
subject to an inherent degree of uncertainty and, as such, actual results may differ from management’s estimates.
Cash and Cash Equivalents
Cash and cash equivalents consist of highly liquid investments with original maturities of three months or less from the original purchase
date.
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Concentrations of Credit Risk, Sources of Supply and Significant Customers
Financial instruments that potentially subject us to a significant concentration of credit risk consist of cash and cash equivalents and
accounts receivable. We maintain our cash and cash equivalent balances with one major commercial bank. Deposits held with the bank exceed
the amount of insurance provided on such deposits.
We have license and collaborative agreements with pharmaceutical companies under which we receive payments for license fees,
milestone payments for specific achievements designated in the collaborative agreements, reimbursements of research and development services
and supply of bulk formulation of rHuPH20. In addition, we sell Hylenex ® recombinant in the United States to a limited number of established
wholesale distributors in the pharmaceutical industry. Credit is extended based on an evaluation of the customer’s financial condition, and
collateral is not required. Management monitors our exposure to accounts receivable by periodically evaluating the collectibility of the accounts
receivable based on a variety of factors including the length of time the receivables are past due, the financial health of the customer and
historical experience. Based upon the review of these factors, we recorded no allowance for doubtful accounts at December 31, 2012 and 2011.
Approximately 86% of accounts receivable balance as of December 31, 2012 represents amounts due from Roche and Pfizer. Approximately
82% of the accounts receivable balance as of December 31, 2011 represents amounts due from Roche, Baxter and ViroPharma. For the years
ended December 31, 2012, 2011 and 2010 , 45% , 19% and 52% of total revenues were from Roche and 17% , 42% and 42% of total revenues
were from Baxter, respectively. For the year ended December 31, 2012, 22% of total revenues were from Pfizer. In addition, for the year ended
December 31, 2011, 22% and 16% of total revenues were from ViroPharma and Intrexon, respectively.
Worldwide revenues from external customers for the years ended December 31, 2012, 2011 and 2010 consisted of domestic revenues of
approximately $22.7 million , $44.9 million and $6.0 million , respectively, and foreign revenues of approximately $19.6 million , $11.2 million
and $7.6 million , respectively. Of our total foreign revenues for the years ended December 31, 2012, 2011 and 2010 , approximately $18.9
million , $10.4 million , $7.2 million , respectively, were attributable to Switzerland. We attribute revenues under collaborative agreements to the
individual countries where the collaborator is headquartered. We attribute revenues from product sales to the individual countries to which the
product is shipped. For the years ended December 31, 2012, 2011 and 2010 , we had no foreign based operations, and we had no long-lived
assets located in foreign countries.
We rely on two third-party manufacturers for the supply of the bulk formulation of rHuPH20 which is the active pharmaceutical ingredient
(“API”) in Hylenex recombinant and each of our collaborators’ product candidates. Payments due to these suppliers represent 20% and 59% of
the accounts payable balance at December 31, 2012 and 2011 , respectively. We also rely on a third-party manufacturer for the fill and finish of
Hylenex recombinant product under a contract we entered in June 2011. Payments due to this supplier represent 8.0% and 3.7% of the accounts
payable balance at December 31, 2012 and 2011 , respectively.
Accounts Receivable, Net
Accounts receivable is recorded at the invoiced amount and is non-interest bearing. Accounts receivable is recorded net of allowances for
doubtful accounts, cash discounts for prompt payment, distribution fees and chargebacks. We recorded no allowance for doubtful accounts at
December 31, 2012 and 2011, as the collectibility of accounts receivable is reasonably assured. Allowances for prompt payment discounts,
distribution fees and chargebacks as of December 31, 2012 and 2011 were immaterial.
Inventories
Inventories are stated at lower of cost or market. Cost is determined on a first-in, first-out basis. Inventories are reviewed periodically for
potential excess, dated or obsolete status. Management evaluates the carrying value of inventories on a regular basis, taking into account such
factors as historical and anticipated future sales compared to quantities on hand, the price we expect to obtain for products in their respective
markets compared with historical cost and the remaining shelf life of goods on hand.
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Raw materials inventories consist of raw materials used in the manufacture of our bulk drug material for Hylenex recombinant product.
Work-in-process inventories consist of in-process Hylenex recombinant. Finished goods inventories consist of finished Hylenex recombinant
product.
We expense costs relating to the purchase and production of pre-approval inventories for which the sole use is pre-approval products as
research and development expense in the period incurred until such time as we believe future commercialization is probable and future economic
benefit is expected to be realized. For products that have been approved by the regulatory bodies such as the U.S. Food and Drug Administration
("FDA"), inventories used in clinical trials are expensed at the time the inventories are packaged for the clinical trial. Prior to receiving approval
from the FDA or comparable regulatory agencies in foreign countries, costs related to purchases of the API and the manufacturing of the product
candidate is recorded as research and development expense. All direct manufacturing costs incurred after approval are capitalized as inventory.
Property and Equipment, Net
Property and equipment are recorded at cost, less accumulated depreciation and amortization. Equipment is depreciated using the straightline method over their estimated useful lives of three years and leasehold improvements are amortized using the straight-line method over the
estimated useful life of the asset or the lease term, whichever is shorter. Leased buildings under build-to-suit lease arrangements are capitalized
and included in property and equipment when we are involved in the construction of the structural improvements or take construction risk prior
to the commencement of the lease. Upon occupancy of facilities under the build-to-suit leases, we assess whether those arrangements qualify for
sales recognition under the sale-leaseback accounting guidance. If we continue to be the deemed owner, the facilities would be accounted for as
financing leases.
Impairment of Long-Lived Assets
We account for long-lived assets in accordance with authoritative guidance for impairment or disposal of long-lived assets. Long-lived
assets are reviewed for events or changes in circumstances, which indicate that their carrying value may not be recoverable. For the years ended
December 31, 2012 and 2011 , there has been no impairment of the value of such assets.
Fair Value of Financial Instruments
We follow the authoritative guidance for fair value measurements and disclosures, which among other things, defines fair value,
establishes a consistent framework for measuring fair value and expands disclosure for each major asset and liability category measured at fair
value on either a recurring or nonrecurring basis. Fair value is defined as an exit price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants. As such, fair value is a market-based measurement that should be determined
based on assumptions that market participants would use in pricing an asset or liability.
The framework for measuring fair value provides a hierarchy that prioritizes the inputs to valuation techniques used in measuring fair
value as follows:

Level 1

Quoted prices (unadjusted) in active markets for identical assets or liabilities,

Level 2

Inputs other than quoted prices included within Level 1 that are either directly or indirectly observable, and

Level 3

Unobservable inputs in which little or no market activity exists, therefore requiring an entity to develop its own
assumptions about the assumptions that market participants would use in pricing.

Our financial instruments include cash and cash equivalents, accounts receivable, prepaid expenses, accounts payable, accrued expenses
and long-term debt. Fair value estimates of these instruments are made at a specific point in time, based on
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relevant market information. These estimates may be subjective in nature and involve uncertainties and matters of significant judgment and
therefore cannot be determined with precision. The carrying amount of cash and cash equivalents, accounts receivable, prepaid expenses,
accounts payable and accrued expenses are generally considered to be representative of their respective fair values because of the short-term
nature of those instruments. . Further, based on the borrowing rates currently available to us for loans with similar terms, we believe the fair
value of long-term debt approximates its carrying value. Cash equivalents of approximately $98.4 million and $51.8 million at December 31,
2012 and 2011 , respectively, are carried at fair value and are classified within Level 1 of the fair value hierarchy because they are valued based
on quoted market prices for identical securities. We have no instruments that are classified within Level 2 and Level 3.
Deferred Rent
Rent expense is recorded on a straight-line basis over the initial term of the lease. The difference between rent expense accrued and
amounts paid under lease agreements is recorded as deferred rent in the accompanying consolidated balance sheets.
Comprehensive Income/Loss
Comprehensive income (loss) is defined as the change in equity during a period from transactions and other events and circumstances from
non-owner sources. Comprehensive loss was the same as our net loss for all periods presented.
Revenue Recognition
We generate revenues from product sales and collaborative agreements. Payments received under collaborative agreements may include
nonrefundable fees at the inception of the agreements, license fees, milestone payments for specific achievements designated in the collaborative
agreements, reimbursements of research and development services and supply of bulk rHuPH20, and/or royalties on sales of products resulting
from collaborative arrangements.
We recognize revenues in accordance with the authoritative guidance for revenue recognition. We recognize revenue when all of the
following criteria are met: (1) persuasive evidence of an arrangement exists; (2) delivery has occurred or services have been rendered; (3) the
seller’s price to the buyer is fixed or determinable; and (4) collectibility is reasonably assured.
Product Sales, Net. Hylenex recombinant was approved for marketing by the FDA in December 2005. From 2005 through January 7, 2011,
we granted Baxter the worldwide market rights for Hylenex recombinant under the terms of the amended and restated development and supply
agreement with Baxter ("Hylenex Collaboration"). Baxter commercially launched Hylenex recombinant in October 2009. Effective January 7,
2011, we and Baxter mutually agreed to terminate the collaboration. During the second quarter of 2011, we submitted the data that the FDA had
requested to support the reintroduction of Hylenex recombinant to the market. The FDA approved the submitted data and granted the
reintroduction of Hylenex recombinant.
In December 2011, we reintroduced Hylenex recombinant to the market, shipped initial orders to our wholesaler customers and began
promoting Hylenex recombinant through our sales force. We sell Hylenex recombinant in the United States to wholesale pharmaceutical
distributors, who sell the product to hospitals and other end-user customers. The wholesale distributors take title to the product, bear the risk of
loss of ownership and have economic substance to the inventory. Further, we have no significant obligations for future performance to generate
pull-through sales; however, we allow the wholesale distributors to return product that is damaged or received in error. In addition, we allow for
product to be returned beginning six months prior to and ending twelve months following product expiration.
Given our limited history of selling Hylenex recombinant and the lengthy return period, we currently cannot reliably estimate expected
returns and chargebacks of Hylenex recombinant at the time the product is received by the wholesale distributors. Therefore, we do not recognize
revenue upon delivery of Hylenex recombinant to the wholesale distributor until the point at which we can reliably estimate expected product
returns and chargebacks from the wholesale distributors. Shipments of Hylenex recombinant are recorded as deferred revenue until evidence
exists to confirm that pull-through sales to the hospitals or other endF-9

user customers have occurred. We recognize revenue when the product is sold through from the distributors to the distributors’ customers. In
addition, the costs of manufacturing Hylenex recombinant associated with the deferred revenue are recorded as deferred costs, which are
included in inventory, until such time as the related deferred revenue is recognized. We estimate sell-through revenue and certain gross to net
sales adjustments based on analysis of third-party information including information obtained from certain distributors with respect to their
inventory levels and sell-through to the distributors’ customers. At the time we can reliably estimate product returns and chargebacks from the
wholesale distributors, we will record a one-time increase in net product sales revenue related to the recognition of product sales revenue
previously deferred.
We recognize product sales allowances as a reduction of product sales in the same period the related revenue is recognized. Product sales
allowances are based on amounts owed or to be claimed on the related sales. These estimates take into consideration the terms of our agreements
with wholesale distributors and hospitals and the levels of inventory within the distribution channels that may result in future discounts taken.
We must make significant judgments in determining these allowances. If actual results differ from our estimates, we will be required to make
adjustments to these allowances in the future, which could have an effect on product sales revenue in the period of adjustment. Our product sales
allowances include:
Distribution Fees . The distribution fees, based on contractually determined rates, arise from contractual agreements we have with
certain wholesale distributors for distribution services they provide with respect to Hylenex recombinant. At the time the sale is made to the
respective wholesale distributors, we record an allowance for distribution fees by reducing our accounts receivable and deferred revenue
associated with such product sales.
Prompt Payment Discounts . We offer cash discounts to certain wholesale distributors as an incentive to meet certain payment terms. We
expect our customers will take advantage of this discount; therefore, at the time the sale is made to the respective wholesale distributors, we
accrue the entire prompt payment discount, based on the gross amount of each invoice, by reducing our accounts receivable and deferred revenue
associated with such product sales.
Chargebacks . We provide discounts to end-user members of certain group purchasing organizations ("GPO") under collective
purchasing contracts between us and the GPOs. We also provide discounts to certain hospitals, who are members of the GPOs with which we do
not have contracts. The end-user members purchase products from the wholesale distributors at a contracted discounted price, and the wholesale
distributors then charge back to us the difference between the current retail price and the price the end-users paid for the product. Given our lack
of historical sales data, we recognize chargebacks in the same period the related product sales revenue is recognized and reduce our accounts
receivable accordingly. We incur GPO fees for these transactions which are also recorded in the same period the related product sales revenue is
recognized and are included in accrued expenses.
Product Returns . The product returns reserve is based on management’s best estimate of the product sales recognized as revenue during
the period that are anticipated to be returned. The product returns reserve is recorded as a reduction of product sales revenue in the same period
the related product sales revenue is recognized and is included in accrued expenses.
For the years ended December 31, 2012 and 2011 , we recorded product sales revenue of approximately $2.2 million and $35,000 ,
respectively, related to Hylenex recombinant, net of estimated distribution fees, prompt payment discounts, chargebacks and product returns
totaling approximately $1.1 million and $8,000 , respectively. We have a deferred revenue balance of approximately $624,000 and $167,000 at
December 31, 2012 and 2011 , respectively, for Hylenex recombinant shipments, which is net of estimated distribution fees, prompt pay
discounts and product returns. In addition, inventory at December 31, 2012 and 2011 included a deferred cost of product sales of approximately
$178,000 and $31,000 , respectively, associated with Hylenex recombinant shipments to wholesalers. At the time we can reliably estimate
product returns and chargebacks from the wholesalers, we will record a one-time increase in net product sales revenue related to the recognition
of product sales revenue previously deferred.
Revenues under Collaborative Agreements. We have license and collaboration agreements under which the collaborators obtained
worldwide rights for the use of our proprietary rHuPH20 enzyme in the development and commercialization of the collaborators’ biologic
compounds. The collaborative agreements contain multiple elements including nonrefundable payments
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at the inception of the arrangement, license fees, exclusivity fees, payments based on achievement of specified milestones designated in the
collaborative agreements, annual maintenance fees, reimbursements of research and development services, payments for supply of rHuPH20 API
for the collaborator and/or royalties on sales of products resulting from collaborative agreements. We analyze each element of our collaborative
agreements and consider a variety of factors in determining the appropriate method of revenue recognition of each element.
Effective January 1, 2011, we adopted Accounting Standards Update ("ASU") No. 2009-13, Multiple-Deliverable Revenue Arrangements
("ASU 2009-13"). In order to account for the multiple-element arrangements, we identify the deliverables included within the agreement and
evaluate which deliverables represent units of accounting. Analyzing the arrangement to identify deliverables requires the use of judgment, and
each deliverable may be an obligation to deliver services, a right or license to use an asset, or another performance obligation. The deliverables
under our collaborative agreements include (i) the license to our rHuPH20 technology, (ii) at the collaborator’s request, research and
development services which are reimbursed at contractually determined rates, and (iii) at the collaborator’s request, supply of rHuPH20 API
which is reimbursed at our cost plus a margin. A delivered item is considered a separate unit of accounting when the delivered item has value to
the collaborator on a standalone basis based on the consideration of the relevant facts and circumstances for each arrangement. Factors
considered in this determination include the research capabilities of the collaborator and the availability of research expertise in this field in the
general marketplace.
Arrangement consideration is allocated at the inception of the agreement to all identified units of accounting based on their relative selling
price. The relative selling price for each deliverable is determined using vendor specific objective evidence (“VSOE”), of selling price or thirdparty evidence of selling price if VSOE does not exist. If neither VSOE nor third-party evidence of selling price exists, we use our best estimate
of the selling price for the deliverable. The amount of allocable arrangement consideration is limited to amounts that are not contingent upon the
delivery of additional items or meeting other specified performance conditions. The consideration received is allocated among the separate units
of accounting, and the applicable revenue recognition criteria are applied to each of the separate units. Changes in the allocation of the sales
price between delivered and undelivered elements can impact revenue recognition but do not change the total revenue recognized under any
agreement.
Nonrefundable upfront license fee payments are recognized upon delivery of the license if facts and circumstances dictate that the license
has standalone value from the undelivered items, which generally include research and development services and the manufacture of rHuPH20
API, the relative selling price allocation of the license is equal to or exceeds the upfront license fee, persuasive evidence of an arrangement
exists, our price to the collaborator is fixed or determinable and collectibility is reasonably assured. Upfront license fee payments are deferred if
facts and circumstances dictate that the license does not have standalone value. The determination of the length of the period over which to defer
revenue is subject to judgment and estimation and can have an impact on the amount of revenue recognized in a given period.
Prior to the adoption of ASU No. 2009-13 on January 1, 2011, in order for a delivered item to be accounted for separately from other
deliverables in a multiple-element arrangement, the following three criteria had to be met: (i) the delivered item had standalone value to the
customer, (ii) there was objective and reliable evidence of fair value of the undelivered items and (iii) if the arrangement included a general right
of return relative to the delivered item, delivery or performance of the undelivered items was considered probable and substantially in the control
of the vendor. For the collaborative agreements entered into prior to January 1, 2011, there was no objective and reliable evidence of fair value
of the undelivered items. Thus, the delivered licenses did not meet all of the required criteria to be accounted for separately from undelivered
items. Therefore, we recognize revenue on nonrefundable upfront payments and license fees from these collaborative agreements over the period
of significant involvement under the related agreements.
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The terms of our collaborative agreements provide for milestone payments upon achievement of certain development and regulatory
events and/or specified sales volumes of commercialized products by the collaborator. Effective January 1, 2011, we adopted, on a prospective
basis, ASU No. 2010-17, Revenue Recognition - Milestone Method (“Milestone Method”). Under the Milestone Method, we recognize
consideration that is contingent upon the achievement of a milestone in its entirety as revenue in the period in which the milestone is achieved
only if the milestone is substantive in its entirety. A milestone is considered substantive when it meets all of the following criteria:
1.

The consideration is commensurate with either the entity’s performance to achieve the milestone or the enhancement of the value of
the delivered item(s) as a result of a specific outcome resulting from the entity’s performance to achieve the milestone,

2.

The consideration relates solely to past performance, and

3.

The consideration is reasonable relative to all of the deliverables and payment terms within the arrangement.

A milestone is defined as an event (i) that can only be achieved based in whole or in part on either the entity’s performance or on the
occurrence of a specific outcome resulting from the entity’s performance, (ii) for which there is substantive uncertainty at the date the
arrangement is entered into that the event will be achieved and (iii) that would result in additional payments being due to the vendor.
Prior to our adoption of the Milestone Method, we recognized milestone payments upon the achievement of specified milestones if: (1) the
milestone was substantive in nature and the achievement of the milestone was not reasonably assured at the inception of the agreement, (2) the
fees were nonrefundable and (3) our performance obligations after the milestone achievement would continue to be funded by our collaborator at
a level comparable to the level before the milestone achievement.
Reimbursements of research and development services are recognized as revenue during the period in which the services are performed as
long as there is persuasive evidence of an arrangement, the fee is fixed or determinable and collection of the related receivable is reasonably
assured. Revenue from the manufacture of rHuPH20 API is recognized when the API has met all specifications required for the collaborator's
acceptance and title and risk of loss have transferred to the collaborator. We do not directly control when any collaborator will request research
and development services or supply of rHuPH20 API; therefore, we cannot predict when we will recognize revenues in connection with research
and development services and supply of rHuPH20 API. Royalties to be received based on sales of licensed products by our collaborators will be
recognized as earned.
The collaborative agreements typically provide the collaborators the right to terminate such agreement in whole or on a product-by-product
or target-by-target basis at any time upon 30 to 90 days prior written notice to us. There are no performance, cancellation, termination or refund
provisions in any of our collaborative agreements that contain material financial consequences to us.
Refer to Note 3, “Collaborative Agreements, ” and Note 5, “Deferred Revenue, ” for further discussion on our collaborative arrangements.
Cost of Product Sales
Cost of product sales consists primarily of raw materials, third-party manufacturing costs, fill and finish costs, freight costs, internal costs
and manufacturing overhead associated with the production of Hylenex recombinant. Cost of product sales also consists of the write-down of
excess, dated and obsolete inventories. As a result of the termination of the Baxter Hylenex Collaboration in January 2011, we recorded writedown of inventory obsolescence of $166,000 and $875,000 for Hylenex recombinant API for the years ended December 31, 2011 and 2010,
respectively. There was no write-down of inventories for the year ended December 31, 2012.
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Research and Development Expenses
Research and development expenses include salaries and benefits, facilities and other overhead expenses, external clinical trial expenses,
research related manufacturing services, contract services and other outside expenses. Research and development expenses are charged to
operations as incurred when these expenditures relate to our research and development efforts and have no alternative future uses.
In accordance with certain research and development agreements, we are obligated to make certain upfront payments upon execution of
the agreement. Advance payments, including nonrefundable amounts, for goods or services that will be used or rendered for future research and
development activities are deferred and capitalized. Such amounts will be recognized as an expense as the related goods are delivered or the
related services are performed or such time when we do not expect the goods to be delivered or services to be performed.
Milestone payments that we make in connection with in-licensed technology or product candidates are expensed as incurred when there is
uncertainty in receiving future economic benefits from the licensed technology or product candidates. We consider the future economic benefits
from the licensed technology or product candidates to be uncertain until such licensed technology or product candidates are approved for
marketing by the regulatory bodies such as the FDA or when other significant risk factors are abated. Management has viewed future economic
benefits for all of our licensed technology or product candidates to be uncertain and has expensed these amounts as incurred.
Clinical Trial Expenses
Payments in connection with our clinical trials are often made under contracts with multiple contract research organizations that conduct
and manage clinical trials on our behalf. The financial terms of these agreements are subject to negotiation and vary from contract to contract
and may result in uneven payment flows. Generally, these agreements set forth the scope of work to be performed at a fixed fee, unit price or on
a time-and-material basis. Payments under these contracts depend on factors such as the successful enrollment or treatment of patients or the
completion of other clinical trial milestones.
Expenses related to clinical trials are accrued based on our estimates and/or representations from service providers regarding work
performed, including actual level of patient enrollment, completion of patient studies and progress of the clinical trials. Other incidental costs
related to patient enrollment or treatment are accrued when reasonably certain. If the contracted amounts are modified (for instance, as a result of
changes in the clinical trial protocol or scope of work to be performed), we modify our accruals accordingly on a prospective basis. Revisions in
the scope of a contract are charged to expense in the period in which the facts that give rise to the revision become reasonably certain.
Historically, we have had no material changes in clinical trial expense accruals that would have had a material impact on our consolidated results
of operations or financial position.
Share-Based Compensation
We record compensation expense associated with stock options and other share-based awards in accordance with the authoritative
guidance for stock-based compensation. The cost of employee services received in exchange for an award of an equity instrument is measured at
the grant date, based on the estimated fair value of the award, and is recognized as expense on a straight-line basis, net of estimated forfeitures,
over the requisite service period of the award. Share-based compensation expense recognized during the period is based on the value of the
portion of share-based payment awards that is ultimately expected to vest during the period. Share-based compensation expense for an award
with a performance condition is recognized when the achievement of such performance condition is determined to be probable. If the outcome of
such performance condition is not determined to be probable or is not met, no compensation expense is recognized and any recognized
compensation expense is reversed. As share-based compensation expense recognized is based on awards ultimately expected to vest, it has been
reduced for estimated forfeitures. The guidance requires forfeitures to be estimated at the time of grant and revised, if necessary, in subsequent
periods if actual forfeitures differ from those estimates. Pre-vesting forfeitures were estimated to be approximately 10% for employees in the
years ended December 31, 2012, 2011 and 2010 based on our historical experience for the years then ended.
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Total share-based compensation expense related to share-based awards for the years ended December 31, 2012, 2011 and 2010 was
comprised of the following:
Year Ended December 31,
2012

2011

2010

Share-based compensation expense

$ 4,190,938
4,157,649
$ 8,348,587

$ 2,815,362
2,754,537
$ 5,569,899

$ 2,517,172
2,349,153
$ 4,866,325

Net share-based compensation expense, per basic and diluted share

$

$

$

Research and development
Selling, general and administrative

Share-based compensation expense from:
Stock options
Restricted stock awards and restricted stock units

0.08

$ 4,722,629
3,625,958
$ 8,348,587

0.05

$ 3,230,822
2,339,077
$ 5,569,899

0.05

$ 4,022,790
843,535
$ 4,866,325

Cash flows resulting from tax deductions in excess of the cumulative compensation cost recognized for options exercised (excess tax
benefits) are classified as cash inflows provided by financing activities and cash outflows used in operating activities. Due to our net loss
position, no tax benefits have been recognized in the consolidated statements of cash flows.
Income Taxes
We provide for income taxes using the liability method. Under this method, deferred income tax assets and liabilities are determined based
on the differences between the financial statement carrying amounts of existing assets and liabilities at each year end and their respective tax
bases and are measured using enacted tax rates in effect for the year in which the differences are expected to affect taxable income. Deferred tax
assets and other tax benefits are recorded when it is more likely than not that the position will be sustained upon audit. Valuation allowances
have been established to reduce our net deferred tax assets to zero, as we believe that it is more likely than not that such assets will not be
realized.
Other Income
Other income for the year ended December 31, 2010 consisted of one-time grants of approximately $978,000 received under the
Qualifying Therapeutic Discovery Project program administered under section 48D of the Internal Revenue Code.
Net Loss Per Share
Basic net loss per common share is computed by dividing net loss for the period by the weighted average number of common shares
outstanding during the period, without consideration for common stock equivalents. Stock options, unvested stock awards and restricted stock
units are considered to be common equivalents and are only included in the calculation of diluted earnings per common share when their effect is
dilutive. Because of our net loss, outstanding stock options, outstanding restricted stock units and unvested stock awards totaling 7,444,333 ,
6,365,667 and 8,095,365 were excluded from the calculation of diluted net loss per common share for the years ended December 31, 2012, 2011
and 2010 , respectively, because their effect is anti-dilutive.
Segment Information
We operate our business in one segment, which includes all activities related to the research, development and commercialization of
human enzymes that either transiently modify tissue under the skin to facilitate the delivery of injected drugs and fluids or to alter abnormal
tissue structures for clinical benefit. This segment also includes revenues and expenses related to (1) research and development activities
conducted under our collaborative agreements with third parties and (ii) product sales of
F-14

Hylenex recombinant. The chief operating decision maker reviews the operating results on an aggregate basis and manages the operations as a
single operating segment.
Adoption of Recent Accounting Pronouncements
Effective January 1, 2012, we adopted Financial Accounting Standards Board's (“FASB”) Accounting Standards Update (“ASU”) No.
2011-05, Comprehensive Income (Topic 220): Presentation of Comprehensive Income and ASU No. 2011-12, Comprehensive Income (Topic
220): Deferral of the Effective Date for Amendments to the Presentation of Reclassifications of Items Out of Accumulated Other Comprehensive
Income in ASU No. 2011-5 . In these updates, an entity has the option to present the total of comprehensive income, the components of net
income, and the components of other comprehensive income either in a single continuous statement of comprehensive income or in two separate
but consecutive statements. In both choices, an entity is required to present each component of net income along with total net income, each
component of other comprehensive income along with a total for other comprehensive income, and a total amount for comprehensive income.
ASU No. 2011-05 eliminates the option to present the components of other comprehensive income as part of the statement of changes in
stockholders' equity. The amendments in ASU No. 2011-05 do not change the items that must be reported in other comprehensive income or
when an item of other comprehensive income must be reclassified to net income. The amendments in these updates are effective for fiscal years,
and interim periods within those years, beginning after December 15, 2011. The adoption of ASU Nos. 2011-05 and 2011-12 did not have a
material impact on our consolidated financial position or results of operations. We have presented comprehensive loss in our consolidated
statements of comprehensive loss.
Effective January 1, 2012, we prospectively adopted FASB's ASU No. 2011-04, “Fair Value Measurement (Topic 820) - Amendments to
Achieve Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRS”. The amendments in ASU 2011-04 result in
common fair value measurement and disclosure requirements in GAAP and International Financial Reporting Standards (“IFRS”).
Consequently, the amendments change the wording used to describe many of the requirements in U.S. GAAP for measuring fair value and for
disclosing information about fair value measurements. This pronouncement is effective for fiscal years, and interim periods within those years,
beginning after December 15, 2011. The adoption of ASU No. 2011-04 did not have a material effect on our consolidated financial position or
results of operations.
3.

Collaborative Agreements
Roche Collaboration

In December 2006, we and Roche entered into a license and collaborative agreement under which Roche obtained a worldwide, exclusive
license to develop and commercialize product combinations of rHuPH20 and up to thirteen Roche target compounds (the “Roche
Collaboration”). As of December 31, 2012 , Roche has elected a total of five exclusive targets and retains the option to develop and
commercialize rHuPH20 with three additional targets, provided that Roche continues to pay annual maintenance fees to us. As of December 31,
2012 , we have received $61.75 million from Roche, including the $20.0 million upfront license fee payment for the application of rHuPH20 to
the initial three Roche exclusive targets, $20.75 million in connection with Roche's election of two additional exclusive targets and annual
license maintenance fees for the right to designate the remaining targets as exclusive targets, $13.0 million in clinical development milestone
payments and $8.0 million in regulatory milestone payments. We are also entitled to receive reimbursements for providing research and
development services and rHuPH20 API to Roche at its request.
Under the terms of the Roche Collaboration, Roche will pay us a royalty on each product commercialized under the agreement consisting
of a mid-single digit percent of the net sales of such product. Unless terminated earlier in accordance with its terms, the Roche Collaboration
continues in effect until the expiration of Roche's obligation to pay royalties. Roche has the obligation to pay royalties with respect to each
product in each country, during the period equal to the longer of: (a) the duration of any valid claim of our patents covering rHuPH20 or other
specified patents developed under the collaboration which valid claim covers the product in such country or (b) ten years following the date of
the first commercial sale of such product in such country. Pursuant
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to the terms of the Roche Collaboration, we scaled up the production of rHuPH20 and identified a second source manufacturer that would help
meet anticipated production obligations arising from the Roche Collaboration.
Due to our continuing involvement obligations (for example, support activities associated with rHuPH20), revenues from the upfront
payment, exclusive designation fees and annual license maintenance fees were deferred and are being recognized over the term of the Roche
Collaboration. Refer to Note 5 for a further discussion on deferred revenue associated with the Roche Collaboration. We determined that the
clinical and regulatory milestones were substantive; therefore, we recognized the clinical and regulatory milestone payments as revenue upon
achievement of such milestones.
For the years ended December 31, 2012 and 2011 , we recognized $8.0 million and $5.0 million , respectively, as revenues under
collaborative agreements in accordance with the Milestone Method related to the achievement of certain regulatory and clinical milestones
pursuant to the terms of the Roche Collaboration. There were no milestone payments recognized as revenues under collaborative agreements
under the Roche Collaboration for the year ended December 31, 2010.
Gammagard Collaboration
In September 2007, we entered into a license and collaborative agreement with Baxter, under which Baxter obtained a worldwide,
exclusive license to develop and commercialize a product candidate (currently named HyQ) consisting of rHuPH20 combined with a current
Baxter product, GAMMAGARD LIQUID ™ (the “Gammagard Collaboration”). As of December 31, 2012 , we have received $13.0 million
under the Gammagard Collaboration, including the $10.0 million upfront license fee payment and a $3.0 million regulatory milestone payment.
Baxter will pay us a royalty on each product commercialized under the agreement consisting of a mid-single digit percent of the net sales of such
product.
The Gammagard Collaboration is applicable to both kit and formulation combinations. Baxter assumes all development, manufacturing,
clinical, regulatory, sales and marketing costs under the Gammagard Collaboration, while we are responsible for the supply of rHuPH20 enzyme.
We perform research and development activities and supply rHuPH20 enzyme at the request of Baxter, which are reimbursed by Baxter under
the terms of the Gammagard Collaboration. In addition, Baxter has certain product development and commercialization obligations in major
markets identified in the Gammagard Collaboration.
Unless terminated earlier in accordance with its terms, the Gammagard Collaboration continues in effect until the expiration of Baxter's
obligation to pay royalties. Baxter has the obligation to pay royalties, with respect to each product in each country, during the period equal to the
longer of: (a) the duration of any valid claim of our patents covering rHuPH20 or other specified patents developed under the collaboration
which valid claim covers the product in such country or (b) ten years following the date of the first commercial sale of such product in such
country.
Due to our continuing involvement obligations (for example, support activities associated with rHuPH20 enzyme), the upfront payment
was deferred and is being recognized over the term of the Gammagard Collaboration. For the year ended December 31, 2011, we recognized
$3.0 million as revenues under collaborative agreements under the Gammagard Collaboration in accordance with the Milestone Method. There
were no milestone payments recognized as revenues under collaborative agreements under the Gammagard Collaboration for the years ended
December 31, 2012 and 2010.
Other Collaborations
In December 2012, we and Pfizer entered into a collaboration and license agreement, under which Pfizer has the worldwide license to
develop and commercialize products combining rHuPH20 enzyme with Pfizer proprietary biologics directed to up to six targets (the “Pfizer
Collaboration”). Targets may be selected on an exclusive or non-exclusive basis. As of December 31, 2012 , we have recognized a
nonrefundable upfront payment of $9.5 million for the licenses to three specified exclusive targets and three additional targets which Pfizer has
the right to elect in the future upon payment of additional fees. Unless terminated earlier in accordance with its terms, the Pfizer Collaboration
continues in effect until the later of (i) expiration of the last to expire of the valid claims of our patents covering rHuPH20 or other specified
patents developed under the collaboration which valid claim covers a product developed under the collaboration, and (ii) expiration of the last to
expire royalty term for a product developed
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under the collaboration. The royalty term of a product developed under the Pfizer Collaboration, with respect to each country, consists of the
period equal to the longer of: (a) the duration of any valid claim of our patents covering rHuPH20 or other specified patents developed under the
collaboration which valid claim covers the product in such country or (b) ten years following the date of the first commercial sale of such
product in such country. Pfizer may terminate the agreement prior to expiration for any reason in its entirety or on a target-by-target basis upon
30 days prior written notice to us. Upon any such termination, the license granted to Pfizer (in total or with respect to the terminated target, as
applicable) will terminate, provided, however, that in the event of expiration of the agreement, the licenses granted will become perpetual, nonexclusive and fully-paid-up.
In May 2011, we and ViroPharma entered into a collaboration and license agreement, under which ViroPharma obtained a worldwide
exclusive license for the use of rHuPH20 enzyme in the development of a subcutaneous injectable formulation of ViroPharma's commercialized
product, Cinryze ® (C1 esterase inhibitor [human]) (the “ViroPharma Collaboration”). In addition, the license provides ViroPharma with
exclusivity to C1 esterase inhibitor and to the hereditary angioedema indication, along with three additional orphan indications. As of
December 31, 2012 , we have received $13.0 million from ViroPharma, including the $9.0 million nonrefundable upfront license fee payment
and a $3.0 million clinical development milestone payment. We are entitled to receive a royalty on each product commercialized under the
agreement consisting of ten percent of the net sales of such product. Unless terminated earlier in accordance with its terms, the ViroPharma
Collaboration continues in effect until the later of (i) expiration of the last to expire of the valid claims of our patents covering rHuPH20 or other
specified patents developed under the collaboration which valid claim covers a product developed under the collaboration, and (ii) expiration of
the last to expire royalty term for a product developed under the collaboration. The royalty term of a product developed under the ViroPharma
Collaboration, with respect to each country, consists of the period equal to the longer of: (a) the duration of any valid claim of our patents
covering rHuPH20 or other specified patents developed under the collaboration which valid claim covers the product in such country or (b) ten
years following the date of the first commercial sale of such product in such country. ViroPharma may terminate the agreement prior to
expiration for any reason on a product-by-product basis upon 90 days prior written notice to us. Upon any such termination, the license granted
to ViroPharma (in total or with respect to the terminated product, as applicable) will terminate.
In June 2011, we and Intrexon entered into a collaboration and license agreement, under which Intrexon obtained a worldwide exclusive
license for the use of rHuPH20 enzyme in the development of a subcutaneous injectable formulation of Intrexon's recombinant human alpha 1antitrypsin (rHuA1AT) (the “Intrexon Collaboration”). In addition, the license provides Intrexon with exclusivity for a defined indication
(“Exclusive Field”). As of December 31, 2012 , we have received $10.0 million from Intrexon, including a nonrefundable upfront license fee
payment of $9.0 million . We are entitled to receive a royalty on each product commercialized under the agreement consisting of a percentage of
the net sales of such product ranging from mid-single digits up to a low double-digit percentage. Unless terminated earlier in accordance with its
terms, the Intrexon Collaboration continues in effect until the later of (i) expiration of the last to expire of the valid claims of our patents
covering rHuPH20 or other specified patents developed under the collaboration which valid claim covers a product developed under the
collaboration, and (ii) expiration of the last to expire royalty term for a product developed under the collaboration. The royalty term of a product
developed under the Intrexon Collaboration, with respect to each country, consists of the period equal to the longer of: (a) the duration of any
valid claim of our patents covering rHuPH20 or other specified patents developed under the collaboration which valid claim covers the product
in such country or (b) ten years following the date of the first commercial sale of such product in such country. Intrexon may terminate the
agreement prior to expiration for any reason on a product-by-product basis upon 90 days prior written notice to us. Upon any such termination,
the license granted to Intrexon (in total or with respect to the terminated product, as applicable) will terminate. Intrexon's chief executive officer,
chairman of its board of directors and major shareholder is also a member of our board of directors.
We identified the deliverables at the inception of the Pfizer, ViroPharma and Intrexon agreements which are the license, research and
development services and API supply. We have determined that the license, research and development services and API supply individually
represent separate units of accounting, because each deliverable has standalone value. The estimated selling prices for these units of accounting
were determined based on market conditions, the terms of comparable collaborative arrangements for similar technology in the pharmaceutical
and biotech industry and entity-specific factors such as the terms of our previous collaborative agreements, our pricing practices and pricing
objectives and the nature of the research and development
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services to be performed for the collaborators. The arrangement consideration was allocated to the deliverables based on the relative selling price
method.
The amount allocable to the delivered unit or units of accounting is limited to the amount that is not contingent upon the delivery of
additional items or meeting other specified performance conditions (the noncontingent amount). As such, we excluded from the allocable
arrangement consideration the milestone payments, annual exclusivity fees and royalties regardless of the probability of receipt. Based on the
results of our analysis, we allocated the $9.5 million license fees from Pfizer, the $9.0 million upfront license fee from ViroPharma and the $9.0
million upfront license fee from Intrexon to the license fee deliverable under each of the arrangements. We determined that the upfront payments
were earned upon the granting of the worldwide, exclusive right to our technology to the collaborators in these arrangements. As a result, we
recognized the $9.5 million license fee under the Pfizer Collaboration for the year ended December 31, 2012 , the $9.0 million upfront license
fee received under the ViroPharma Collaboration and the $9.0 million upfront license fee received under the Intrexon Collaboration for the year
ended December 31, 2011 , as revenues under collaborative agreements.
Pfizer, ViroPharma and Intrexon are each solely responsible for the development, manufacturing and marketing of any products resulting
from their respective collaborations. We are entitled to receive payments for research and development services and supply of rHuPH20 API to
these collaborators if requested by such collaborator. We recognize amounts allocated to research and development services as revenues under
collaborative agreements as the related services are performed. We recognize amounts allocated to the sales of API as revenues under
collaborative agreements when such API has met all required specifications by the collaborators and the related title and risk of loss and
damages have passed to the collaborators. We cannot predict the timing of delivery of research and development services and API as they are at
the collaborators' requests.
For the year ended December 31, 2011, we recognized a $3.0 million milestone payment as revenues under collaborative agreements in
accordance with the Milestone Method related to the achievement of a development milestone pursuant to the terms of the ViroPharma
Collaboration. There were no milestone payments recognized as revenues under collaborative agreements associated with these collaborations
for the year ended December 31, 2012 . There were no milestone payments recognized as revenues under collaborative agreements associated
with the Intrexon Collaboration for the years ended December 31, 2012 and 2011 .
Pursuant to the terms of our existing collaborations collectively, we are entitled to receive additional milestone payments for the successful
development of the elected targets in the aggregate of up to approximately $58.5 million upon achievement of specified clinical development
milestone events and up to approximately $84.0 million upon achievement of specified regulatory milestone events in connection with specified
regulatory filings and receipt of marketing approvals.
4.

Certain Balance Sheet Items
Inventories consist of the following:
December 31,
2012

Raw materials
Work-in-process
Finished goods

$ 1,127,061
792,257
751,378
$ 2,670,696

Property and equipment consists of the following:
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December 31,
2011

$

$

201,822
290,647
74,794
567,263

December 31,
2012

Research equipment
Computer and office equipment
Leasehold improvements
Building (1)

December 31,
2011

$ 6,360,004 $
1,432,975
1,138,110
1,450,000
10,381,089
(6,680,627)
$ 3,700,462 $

Accumulated depreciation and amortization

5,231,763
1,266,041
1,019,147
—
7,516,951
(5,745,903)
1,771,048

________________________

(1) Represents capitalized building under a build-to-suit lease arrangement where we are considered the owner (for accounting purposes only)
during the construction period.
Depreciation and amortization expense was approximately $1.1 million , $1.1 million and $1.5 million , for the years ended December 31,
2012, 2011 and 2010 , respectively.
Accrued expenses consist of the following:
December 31,
2012

Accrued outsourced research and development expenses
Accrued compensation and payroll taxes
Other accrued expenses

5.

$ 2,223,242
4,053,590
1,506,615
$ 7,783,447

December 31,
2011

$

$

1,910,273
3,223,936
481,365
5,615,574

Deferred Revenue
Deferred revenue consists of the following:

Collaborative agreements
Product sales
Total deferred revenue
Less current portion
Deferred revenue, net of current portion

December 31,
2012

December 31,
2011

$ 43,222,473
623,510
43,845,983
8,891,017
$ 34,954,966

$ 40,716,806
167,184
40,883,990
4,129,407
$ 36,754,583

Roche Collaboration.
In December 2006, we and Roche entered into the Roche Collaboration under which Roche obtained a
worldwide, exclusive license to develop and commercialize product combinations of rHuPH20 and certain Roche target compounds. Under the
terms of the Roche Collaboration, Roche paid $20.0 million to us in December 2006 as an initial upfront payment for the application of
rHuPH20 to three pre-defined Roche biologic targets. Through December 31, 2012 , Roche has paid an aggregate of $20.75 million in
connection with Roche’s election of two additional exclusive targets and annual license maintenance fees for the right to designate the remaining
targets as exclusive targets. Roche currently retains the option to develop and commercialize rHuPH20 with three additional targets, provided
that Roche continues to pay annual license maintenance fees to us.
Due to our continuing involvement obligations (for example, support activities associated with rHuPH20 enzyme), revenues from the
upfront payment, exclusive designation fees and annual license maintenance fees were deferred and are being recognized
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over the term of the Roche Collaboration. We recognized revenue from the upfront payment, exclusive designation fees and annual license
maintenance fees under the Roche Collaboration in the amounts of approximately $2.0 million for each of the years ended December 31, 2012,
2011 and 2010 . Deferred revenue relating to the upfront payment, exclusive designation fees and annual license maintenance fees under the
Roche Collaboration was $30.4 million and $31.7 million as of December 31, 2012 and 2011 , respectively.
During the year ended December 31, 2012, we received approximately $7.0 million in deferred revenue relating to the manufacture of
rHuPH20 API for Roche. We recognized approximately $1.4 million as revenues under collaborative agreements from deferred revenue relating
to the manufacture of rHuPH20 API for the year ended December 31, 2012. Deferred revenue relating to the manufacture of rHuPH20 API
under the Roche Collaboration was $5.6 million and zero as of December 31, 2012 and 2011 , respectively.
Baxter Gammagard Collaboration. In September 2007, we and Baxter entered into the Gammagard Collaboration, under which Baxter
obtained a worldwide, exclusive license to develop and commercialize product combinations of rHuPH20 with GAMMAGARD LIQUID. Under
the terms of the Gammagard Collaboration, Baxter paid us a nonrefundable upfront payment of $10.0 million . Due to our continuing
involvement obligations (for example, support activities associated with rHuPH20 enzyme), the $10.0 million upfront payment was deferred and
is being recognized over the term of the Gammagard Collaboration. We recognized revenue from the upfront payment under the Gammagard
Collaboration in the amounts of approximately $483,000 , $483,000 and $521,000 for the years ended December 31, 2012, 2011 and 2010 ,
respectively. Deferred revenue relating to the upfront payment under the Gammagard Collaboration was $7.1 million and $7.6 million as of
December 31, 2012 and 2011 , respectively.
Baxter Hylenex Collaboration. In February 2007, we and Baxter amended certain existing agreements for Hylenex recombinant and
entered into the Hylenex Collaboration for kits and formulations with rHuPH20. Under the terms of the Hylenex Collaboration, Baxter paid us a
nonrefundable upfront payment of $10.0 million . In addition, Baxter would make payments to us based on sales of the products covered under
the Hylenex Collaboration. Baxter had prepaid nonrefundable product-based payments totaling $10.0 million in connection with the execution of
the Hylenex Collaboration. Due to our continuing involvement obligations (for example, support activities associated with rHuPH20 enzyme),
the $10.0 million upfront payment was initially deferred and was being recognized over the term of the Hylenex Collaboration. The prepaid
product-based payments were also deferred and were being recognized as product sales revenues as we earned such revenues from the sales of
Hylenex recombinant by Baxter.
In January 2011, we and Baxter mutually agreed to terminate the Hylenex Collaboration and the associated agreements. The termination of
these agreements does not affect the other relationships between the parties, including the application of our Enhanze technology to Baxter’s
GAMMAGARD LIQUID.
In July 2011, we and Baxter entered into an agreement (the “Transition Agreement”) setting forth certain rights, data and assets to be
transferred by Baxter to us during a transition period. Effective July 2011, we had no future performance obligations to Baxter in connection
with the Hylenex Collaboration. Therefore, we recognized the unamortized deferred revenue of approximately $9.3 million relating to the
prepaid product-based payments, and the unamortized deferred revenue of approximately $7.8 million relating to the deferred upfront payment
from the Hylenex Collaboration as revenues under collaborative agreements for the year ended December 31, 2011. For the year ended
December 31, 2010, we recognized revenues under the Hylenex Collaboration from the upfront payment in the amounts of approximately
$503,000 , and from the product-based payments in the amounts of approximately $332,000 . There were no deferred revenues relating to the
Hylenex Collaboration at December 31, 2012 and 2011.
As a result of the termination of the Hylenex Collaboration, at December 31, 2010 we had recharacterized deferred revenue of
approximately $991,000 as a reserve for product returns for HYLENEX API previously delivered to Baxter that could be returned (“Delivered
Products”). Pursuant to the terms of the Transition Agreement, Baxter no longer had the right to return the Hylenex recombinant API previously
delivered to Baxter. Accordingly, we recharacterized the reserve for product returns for the Delivered
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Products of approximately $991,000 to current deferred revenue and recognized such deferred revenue as product sales revenue for the year
ended December 31, 2011.
6.

Long-Term Debt, Net

In December 2012, we entered into a Loan and Security Agreement (the “Loan Agreement”) with Oxford Finance LLC (“Oxford”) and
Silicon Valley Bank (“SVB”) (collectively, the “Lenders”) for a $30 million secured single-draw term loan facility with a maturity date, as
amended, of January 1, 2017 . On December 28, 2012, we drew down $30 million under the Loan Agreement. The proceeds are to be used for
working capital and general business requirements. The term loan bears a fixed interest rate of 7.55% per annum. The monthly repayment
schedule includes interest only payments in arrears for the first year followed by equal principal and interest payments for the subsequent 36
months . The term loan requires a final payment of $2.55 million which is due when the term loan becomes due or upon the prepayment of the
facility. We have the option to prepay the outstanding balance of the term loan in full, subject to a prepayment fee of 1% to 3% depending upon
when the prepayment occurs.
In connection with the term loan, we received proceeds of $29.7 million , net of debt offering costs. The debt offering costs have been
recorded as debt discount on our consolidated balance sheet which together with the final $2.55 million payment and fixed interest rate payments
will be amortized to interest expense throughout the life of the term loan using the effective interest rate method.
The term loan facility is secured by substantially all of the assets of the Company and Halozyme, Inc., except that the collateral does not
include any intellectual property (including all licensing, collaboration and similar agreements relating thereto), and certain other excluded
assets. The Loan Agreement contains customary representations, warranties and covenants by us, as well as customary events of default and our
indemnification obligations. One of the events of default is a material adverse change which is defined as a material adverse change in our
business, operations, or condition (financial or otherwise); a material impairment of the prospect of repayment of any portion of the loan; or a
material impairment in the perfection or priority of lender's lien in the collateral or in the value of such collateral. As of December 31, 2012 , we
were in compliance with all material covenants under the Loan Agreement and there was no material adverse change.
Future maturities and interest payments under the term loan as of December 31, 2012 , are as follows:
2013
2014
2015
2016
2017
Total minimum payments
Less amount representing interest
Gross balance of long-term debt
Less unamortized debt discount
Present value of long-term debt
Less current portion of long-term debt, less discount

$ 2,076,250
10,461,382
11,206,507
11,206,507
3,483,876
38,434,522
(8,434,522)
30,000,000
(338,320)
29,661,680
—
$ 29,661,680

Long-term debt, less current portion and discount

Interest expense, including amortization of debt discount, related to the long-term debt for the year ended December 31, 2012 was
$28,000 .
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7.

Stockholders’ Equity

During 2012, we issued an aggregate of 444,637 shares of common stock, in connection with the exercises of stock options for cash in the
aggregate amount of approximately $2.0 million . In addition, we issued 374,195 shares of common stock, net of restricted stock awards
canceled, in connection with the grants of restricted stock awards and 81,070 shares of common stock upon vesting of certain restricted stock
units. The restricted stock unit holders surrendered 46,930 restricted stock units to pay for minimum withholding taxes totaling approximately
$347,000 .
In February 2012, we completed an underwritten public offering and issued 7,820,000 shares of common stock, including 1,020,000 shares
sold pursuant to the full exercise of an over-allotment option granted to the underwriter. All of the shares were offered at a public offering price
of $10.61 per share, generating approximately $81.5 million in net proceeds. Of the 7,820,000 shares of common stock sold, Randal J. Kirk, a
member of our board of directors, through his affiliates, purchased 1,360,000 shares of common stock in this offering at the public offering price
of $10.61 per share for a total of approximately $14.4 million .
During 2011, we issued an aggregate of 3,045,540 shares of common stock in connection with the exercises of 3,137,056 shares of stock
options for cash in the aggregate amount of approximately $4.7 million . In addition, we issued 347,883 shares of common stock in connection
with the grants of restricted stock awards and 15,000 shares of common stock upon vesting of certain restricted stock units.
In September 2010, we issued 8.3 million shares of common stock in a public offering at a public offering price of $7.50 per share,
generating approximately $60.0 million in net proceeds. In connection with this financing, we granted to an underwriter an option to purchase
1,245,000 shares of common stock at a price of $7.25 per share. The option was exercisable in the event that the underwriter sold more than 8.3
million shares of common stock. The option expired unexercised on October 8, 2010.
During 2010, we issued an aggregate of 479,093 shares of common stock in connection with the exercises of stock options, for cash in the
aggregate amount of approximately $1.9 million , and 120,000 shares of common stock for the grants of restricted stock awards.
8.

Equity Incentive Plans

We have two equity incentive plans (the “Current Plans”) under which we currently grant stock options, restricted stock awards and
restricted stock units: the 2011 Stock Plan and the 2008 Outside Directors’ Stock Plan. In May 2011, our stockholders approved our 2011 Stock
Plan, which provides for the granting of up to a total of 6,000,000 shares of common stock (subject to certain limitations as described in the
2011 Stock Plan) to selected employees, consultants and non-employee members of our Board of Directors ("Outside Directors") as stock
options, stock appreciation rights, restricted stock awards, restricted stock unit awards and performance awards. The 2011 Stock Plan replaced
our prior stock plans, consisting of our 2008 Stock Plan, 2006 Stock Plan and 2004 Stock Plan (“Prior Plans”, collectively with the Current
Plans, the “Plans”). The Prior Plans were terminated such that no additional awards could be granted under the Prior Plans, but the terms of the
Prior Plans remain in effect with respect to outstanding awards until they are exercised, settled or canceled. The Plans were approved by the
stockholders. Awards are subject to terms and conditions established by the Compensation Committee of our Board of Directors.
During the year ended December 31, 2012 , we granted share-based awards under the 2011 Stock Plan and the 2008 Outside Directors’
Stock Plan. At December 31, 2012 , 7,062,013 shares were subject to outstanding awards and 2,730,059 shares were available for future grants
of share-based awards. At the present time, management intends to issue new common shares upon the exercise of stock options, issuance of
restricted stock awards and settlement of restricted stock units.
Stock Options. Options granted under each of the Plans must have an exercise price equal to at least 100% of the fair market value of our
common stock on the date of grant. The options will generally have a maximum contractual term of ten years and vest at the rate of one-fourth of
the shares on the first anniversary of the date of grant and 1/48 of the shares monthly thereafter. Certain option awards provide for accelerated
vesting if there is a change in control (as defined in the Plans).
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A summary of our stock option award activity as of and for the years ended December 31, 2012, 2011 and 2010 is as follows:

Weighted
Average Exercise
Price per Share

Weighted
Average
Remaining
Contractual
Term (yrs)

7,804,266
1,332,714
(479,093)
(682,522)
7,975,365
1,624,768
(3,137,056)
(593,293)
5,869,784
1,215,442
(444,637)
(260,722)
6,379,867

$3.73
$5.94
$3.88
$6.29
$3.87
$7.79
$1.71
$6.72
$5.82
$9.90
$4.56
$8.34
$6.59

6.5

$7.4 million

Vested and expected to vest at December 31, 2012

6,086,988

$6.49

6.3

$7.4 million

Exercisable at December 31, 2012

3,958,125

$5.34

5.1

$6.8 million

Shares
Underlying
Stock Options

Outstanding at January 1, 2010
Granted
Exercised
Canceled/forfeited
Outstanding at December 31, 2010
Granted
Exercised
Canceled/forfeited
Outstanding at December 31, 2011
Granted
Exercised
Canceled/forfeited
Outstanding at December 31, 2012

Aggregate
Intrinsic
Value

The weighted average grant-date fair values of options granted during the years ended December 31, 2012, 2011 and 2010 were $5.63 per
share, $4.57 per share and $3.69 per share, respectively. As of December 31, 2012 , approximately $9.0 million of total unrecognized
compensation costs related to non-vested stock option awards was expected to be recognized over a weighted average period of approximately
2.7 years. The intrinsic value of options exercised during the years ended December 31, 2012, 2011 and 2010 was approximately $2.9 million ,
$16.6 million and $1.8 million , respectively. Cash received from stock option exercises for the years ended December 31, 2012, 2011 and 2010
was approximately $2.0 million , $4.7 million and $1.9 million , respectively.
The fair value of each option award is estimated on the date of grant using a Black-Scholes-Merton option pricing model (“Black-Scholes
model”) that uses the assumptions noted in the following table. Expected volatility is based on historical volatility of our common stock. The
expected term of options granted is based on analyses of historical employee termination rates and option exercises. The risk-free interest rate is
based on the U.S. Treasury yield for a period consistent with the expected term of the option in effect at the time of the grant. The dividend yield
assumption is based on the expectation of no future dividend payments by us. Assumptions used in the Black-Scholes model were as follows:
Year Ended December 31,
2012

Expected volatility
Average expected term (in years)
Risk-free interest rate
Expected dividend yield

64.0-69.2%
5.6
0.80-1.15%
0%
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2011

64.0-65.1%
5.8
1.14-2.55%
0%

2010

65.8-70.8%
5.7
1.39-2.80%
0%

Restricted Stock Awards . Restricted stock awards are grants that entitle the holder to acquire shares of our common stock at zero or a
fixed price, which is typically nominal. The shares covered by a restricted stock award cannot be sold, pledged, or otherwise disposed of until the
award vests and any unvested shares may be reacquired by us for the original purchase price following the awardee’s termination of service.
Annual grants of restricted stock awards under the Outside Directors’ Stock Plans typically vest in full the first day the awardee may trade our
stock in compliance with our insider trading policy following the date immediately preceding the first annual meeting of stockholders following
the grant date.
The following table summarizes our restricted stock award activity during the years ended December 31, 2012, 2011 and 2010 :
Weighted
Average
Grant Date
Fair Value

Number of
Shares

Unvested at January 1, 2010
Granted
Vested
Forfeited
Unvested at December 31, 2010
Granted
Vested
Forfeited
Unvested at December 31, 2011
Granted
Vested
Forfeited

120,000
120,000
(120,000)
—
120,000
353,508
(120,000)
(5,625)
347,883
380,158
(339,758)
(5,963)
382,320

Unvested at December 31, 2012

$
$
$
$
$
$
$
$
$
$
$
$

5.81
7.67
5.81
—
7.67
6.51
7.67
6.67
6.51
10.29
6.51
10.81

$

10.21

The fair value of the restricted stock awards is based on the market value of our common stock on the date of grant. The total grant-date
fair value of restricted stock awards vested during the years ended December 31, 2012, 2011 and 2010 was approximately $2.2 million , $0.9
million and $0.7 million , respectively. We recognized approximately $2.1 million , $1.7 million and $0.8 million of share-based compensation
expense related to the restricted stock awards for the years ended December 31, 2012, 2011 and 2010 . As of December 31, 2012 , total
unrecognized compensation cost related to unvested shares was approximately $2.0 million , which is expected to be recognized over a
weighted-average period of approximately 2.2 years.
Restricted Stock Units . A restricted stock unit is a promise by us to issue a share of our common stock upon vesting of the unit. During
the year ended December 31, 2012 and 2011 , we granted 682,146 and 163,000 shares of restricted stock units, respectively, at no purchase
price, to certain employees under the 2011 Stock Plan. Of the total 163,000 shares of restricted stock units granted during the year ended
December 31, 2011, 148,000 shares were subject to percentage vesting based upon achievement of certain corporate goals and the employees’
continuing services through May 2012. No restricted stock units were granted during the year ended December 31, 2010.
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The following table summarizes our restricted stock unit activity during the years ended December 31, 2012 and 2011 :

Number of
Shares

Unvested at January 1, 2011
Granted
Vested
Forfeited
Unvested at December 31, 2011
Granted
Vested
Forfeited
Unvested at December 31, 2012
Expected to vest at December 31, 2012

Weighted
Average
Purchase
Price

Weighted
Average Remaining
Contractual Term (yrs)

Aggregate
Intrinsic
Value

—
163,000
(15,000)
—
148,000
682,146
(128,000)
(20,000)
682,146

$
$
$
$
$
$
$
$
$

—
—
—
—
—
—
—
—
—

2.03

$4.6 million

556,377

$

—

1.84

$3.7 million

The estimated fair value of the restricted stock units was based on the market value of our common stock on the date of grant. The
weighted average grant-date fair value of restricted stock units granted during the years ended December 31, 2012 and 2011 was $10.61 and
$6.71 per share, respectively. The total intrinsic value of restricted stock units vested during the year ended December 31, 2012 and 2011 was
approximately $0.9 million and $0.1 million , respectively. We recognized approximately $1.5 million and $0.7 million of share-based
compensation expense related to the restricted stock units for the year ended December 31, 2012 and 2011, respectively. As of December 31,
2012 , total unrecognized estimated unamortized compensation cost related to non-vested restricted stock units outstanding as of that date was
approximately $4.2 million , with a weighted average amortization period of approximately 3.9 years.
9.

Commitments and Contingencies
Operating Leases

Our administrative offices and research facilities are located in San Diego, California. We lease an aggregate of approximately 76,000
square feet of office and research space.
In June 2011, we entered into an amended and restated lease (the “11388 Lease”) with BMR-11388 Sorrento Valley Road LP for the office
and research facilities located at 11388 Sorrento Valley Road, San Diego, California ("11388 Property"). The 11388 Lease commenced in June
2011 and continues through January 2018. The 11388 Lease supersedes the lease agreement with BC Sorrento, LLC entered into in July 2007.
Under the terms of the 11388 Lease, the initial monthly rent payment was approximately $38,000 net of costs and property taxes associated with
the operation and maintenance of the leased facilities, commencing in December 2011 and increases to approximately $65,000 starting in
January 2013. Thereafter, the annual base rent is subject to approximately 2.5% annual increases each year throughout the term of the 11388
Lease. In addition, we received a cash incentive of approximately $98,000 , a tenant improvement allowance of $300,000 and free and reduced
rent totaling approximately $744,000 under the terms of the 11388 Lease. Combined with the unamortized deferred rent under the Original
Lease, unamortized deferred rent associated with the 11388 Lease of $1.1 million and $854,000 was included in deferred rent as of December
31, 2012 and 2011 , respectively.
In July 2007, we entered into a sublease agreement (the “11404 Sublease”) with Avanir Pharmaceuticals, Inc. (“Avanir”) for Avanir’s
excess leased facilities located at 11404 Sorrento Valley Road, San Diego, California for office and research space (“11404 Property”) for a
monthly rent payment of approximately $54,000 , net of costs and property taxes associated with the operation and maintenance of the subleased
facilities. The 11404 Sublease expires in January 2013. The annual base rent is subject
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to approximately 4% annual increases each year throughout the terms of the 11404 Sublease. In addition, we received free rent totaling
approximately $492,000 , of which approximately $4,000 and $149,000 was included in deferred rent as of December 31, 2012 and 2011 ,
respectively.
In April 2009, we entered into a sublease agreement (the “11408 Sublease”) with Avanir for office and research space located at 11408
Sorrento Valley Road, San Diego, California (“11408 Property”), which expires in January 2013. The monthly rent payments, which
commenced in January 2010, were approximately $21,000 and are subject to an annual increase of approximately 3% .
In June 2011, we entered into a lease agreement (the “11404/11408 Lease”) with BMR-Sorrento Plaza LLC (“BMR-Sorrento”) for
11404 Property and 11408 Property commencing in January 2013 through January 2018. Pursuant to the terms of the 11404/11408 Lease,
initial monthly rent payment is approximately $71,000 net of costs and property taxes associated with the operation and maintenance of
leased facilities, commencing in January 2013 and is subject to approximately 2.5% annual increases each year throughout the term of
11404/11408 Lease.

the
the
the
the

In October 2012, we entered into a lease agreement (the “11436 Lease”) with Cal-Sorrento, Ltd. for the 11436 Sorrento Valley Road, San
Diego, California ("11436 Property"). The 11436 Lease requires the lessor to complete and pay for certain improvements on the building before
the commencement of the lease which is estimated to be approximately May 2013. This lease expires in January 2018. Pursuant to the terms of
the 11436 Lease, the initial monthly rent payment will be approximately $24,300 net of costs and property taxes associated with the operation
and maintenance of the leased facilities, commencing approximately May 2013 and will be subject to approximately 3% annual increases each
year throughout the term of the 11436 Lease. In addition, we will receive free and reduced rent totaling approximately $158,000 . Under the
terms of the 11436 Lease, we are the “deemed owner” (for accounting purposes only) of the facility during the construction period. As such, we
recorded an asset of $1.5 million , representing the fair value of the building with a corresponding long-term lease financing obligation.
We pay a pro rata share of operating costs, insurance costs, utilities and real property taxes incurred by the landlords for the subleased
facilities.
Additionally, we lease certain office equipment under operating leases. Total rent expense was approximately $1.6 million , $1.5 million
and $1.5 million for the years ended December 31, 2012, 2011 and 2010 , respectively.
Approximate annual future minimum operating lease payments as of December 31, 2012 are as follows:
Operating
Leases

Year:

2013
2014
2015
2016
2017
Thereafter

$

$

Total minimum lease payments

1,865,000
2,052,000
2,049,000
2,073,000
2,126,000
80,000
10,245,000

Other Commitments
Under the terms of the Roche Collaboration, we were obligated to scale up the production of rHuPH20 and to identify a second source
manufacturer that would help meet anticipated production obligations arising from the collaboration. To that end, during 2008, we entered into a
Technology Transfer Agreement and a Clinical Supply Agreement with a second rHuPH20 manufacturer, Cook Pharmica LLC (“Cook”). Cook
manufactures certain batches of the API that will be used in clinical trials of certain product candidates. Cook has the capacity to produce the
quantities we were required to deliver under the terms of the
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Roche Collaboration. The technology transfer was completed in 2008. In 2009, multiple batches of rHuPH20 were produced to support planned
future clinical studies. In 2010, we initiated process validation activities in support of potential future commercialization. The process validation
was completed in 2011.
In March 2010, we entered into a Commercial Supply Agreement with Cook (the “Cook Commercial Supply Agreement”). Under the
terms of the Cook Commercial Supply Agreement, Cook will manufacture certain batches of the API that will be used for potential commercial
supply of certain product candidates. Under the terms of the Cook Commercial Supply Agreement, we are committed to certain minimum annual
purchases of API equal to four quarters of forecasted supply. At December 31, 2012 , we have $7.7 million minimum purchase obligation in
connection with the Cook Commercial Supply Agreement.
In March 2010, we amended our Commercial Supply Agreement (the “March 2010 Avid Amendment”) with Avid Bioservices, Inc.
("Avid") which was originally entered into in February 2005 and amended in December 2006. Under the terms of the March 2010 Avid
Amendment, we are committed to certain minimum annual purchases of API equal to three quarters of forecasted supply. In addition, Avid has
the right to manufacture and supply a certain percentage of the API that will be used in Hylenex recombinant. At December 31, 2012 , we had a
minimum purchase obligation of approximately $217,000 .
In March 2010, we entered into a second Commercial Supply Agreement with Avid (the “Avid Commercial Supply Agreement”). Under
the terms of the Avid Commercial Supply Agreement, we are committed to certain minimum annual purchases of API equal to three quarters of
forecasted supply. In addition, Avid has the right to manufacture and supply a certain percentage of the API that will be used in certain product
candidates. At December 31, 2012 , we had $7.7 million minimum purchase obligation in connection with this agreement.
In June 2011, we entered into a commercial manufacturing and supply agreement with Baxter, under which Baxter provides the final fill
and finish steps in the production process of Hylenex recombinant for a limited period of time. The initial term of the agreement with Baxter
extends expires on December 31, 2013; however, upon regulatory approval of a second filling line, the initial term will automatically be
extended to December 31, 2015, subject to further extensions in accordance with the terms and conditions of the agreement. At December 31,
2012, we had a minimum purchase obligation of approximately $9.5 million .
In June 2011, we entered into a services agreement with another third party manufacturer for the technology transfer and manufacture of
Hylenex recombinant. At December 31, 2012 , we had no minimum purchase obligation in connection with this agreement.
Legal Contingencies
From time to time, we may be involved in disputes, including litigation, relating to claims arising out of operations in the normal course of
our business. Any of these claims could subject us to costly legal expenses and, while we generally believe that we have adequate insurance to
cover many different types of liabilities, our insurance carriers may deny coverage or our policy limits may be inadequate to fully satisfy any
damage awards or settlements. If this were to happen, the payment of any such awards could have a material adverse effect on our consolidated
results of operations and financial position. Additionally, any such claims, whether or not successful, could damage our reputation and business.
We currently are not a party to any legal proceedings, the adverse outcome of which, in management’s opinion, individually or in the aggregate,
would have a material adverse effect on our consolidated results of operations or financial position.
10.

Income Taxes

Significant components of our net deferred tax assets at December 31, 2012 and 2011 are shown below. A valuation allowance of $128.4
million and $107.5 million has been established to offset the net deferred tax assets as of December 31, 2012 and 2011 , respectively, as
realization of such assets is uncertain.
F-27

2012

Deferred tax assets:
Net operating loss carryforwards
Deferred revenue
Research and development credits
Share-based compensation
Depreciation
Other, net
Total deferred tax assets
Valuation allowance for deferred tax assets

2011

$

86,732,000 $ 69,912,000
17,345,000
15,338,000
20,286,000
19,270,000
2,975,000
2,122,000
179,000
76,000
926,000
771,000
128,443,000
107,489,000
(128,443,000)
(107,489,000)
$
— $
—

Net deferred tax assets

The provision for income taxes on earnings subject to income taxes differs from the statutory federal income tax rate at December 31,
2012, 2011 and 2010 , due to the following:
2012

Federal income tax at 34%
State income tax, net of federal benefit
Increase in valuation allowance
Tax effect on non-deductible expenses and other
Research and development credits

$ (18,208,000) $
(3,023,000)
20,954,000
1,293,000
(1,016,000)
$
— $

2011

2010

(6,722,000) $ (18,102,000)
(1,153,000)
(3,106,000)
9,935,000
22,469,000
1,671,000
2,118,000
(3,731,000)
(3,379,000)
— $
—

At December 31, 2012 , we had federal and California tax net operating loss carryforwards of approximately $245.3 million and $247.0
million , respectively. Included in these amounts are federal and California net operating losses of approximately $27.9 million attributable to
stock option deductions of which the tax benefit will be credited to equity when realized. The federal and California tax loss carryforwards will
begin to expire in 2018 and 2013 , respectively, unless previously utilized.
At December 31, 2012 , we also had federal and California research and development tax credit carryforwards of approximately $14.3
million and $9.0 million , respectively. The federal research and development tax credits will begin to expire in 2024 unless previously utilized.
The California research and development tax credits will carryforward indefinitely until utilized.
The American Taxpayer Relief Act of 2012, which retroactively reinstated the United States federal research and development tax credit
from January 1, 2012 through December 31, 2013, was not enacted into law until the first quarter of 2013. Therefore the deferred tax asset and
corresponding increase in the valuation allowance for the amount of the credit generated in 2012 will not be reflected until 2013.
Pursuant to Internal Revenue Code Section 382, the annual use of the net operating loss carryforwards and research and development tax
credits could be limited by any greater than 50% ownership change during any three-year testing period. As a result of any such ownership
change, portions of our net operating loss carryforwards and research and development tax credits are subject to annual limitations. We recently
completed an updated Section 382 analysis regarding the limitation of the net operating losses and research and development credits as of
December 31, 2012 . Based upon the analysis, we determined that ownership changes occurred in prior years. However, the annual limitations
on net operating loss and research and development tax credit carryforwards will not have a material impact on the future utilization of such
carryforwards.
At December 31, 2012 and 2011 , our unrecognized income tax benefits and uncertain tax positions were not material and would not, if
recognized, affect the effective tax rate. Interest and/or penalties related to uncertain income tax positions are recognized
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by us as a component of income tax expense. For the years ended December 31, 2012, 2011 and 2010 , we recognized no interest or penalties.
We are subject to taxation in the U.S. and in various state jurisdictions. Our tax years for 1998 and forward are subject to examination by
the U.S. and California tax authorities due to the carryforward of unutilized net operating losses and research and development credits.
11.

Employee Savings Plan

We have an employee savings plan pursuant to Section 401(k) of the Internal Revenue Code. All employees are eligible to participate,
provided they meet the requirements of the plan. We are not required to make matching contributions under the plan. However, we voluntarily
contributed to the plan approximately $508,000 , $355,000 and $433,000 in the years ended December 31, 2012, 2011 and 2010 , respectively.
12.

Restructuring Expense

In October 2010, we completed a corporate reorganization to focus our resources on advancing our core proprietary programs and
supporting strategic alliances with Roche and Baxter. This reorganization resulted in a reduction in the workforce of approximately 25 percent
primarily in the discovery research and preclinical areas. We recorded approximately $1.3 million of severance pay and benefits expenses in
connection with the reorganization, of which $1.2 million and $76,000 was included in research and development expense and selling, general
and administrative expense, respectively, in the consolidated statement of comprehensive loss for the year ended December 31, 2010. No other
restructuring charges were incurred. We made cash payments of $1.2 million during the year ended December 31, 2010 and paid the remaining
balance in full during the year ended December 31, 2011.
13.

Related Party Transactions

In June 2011, we and Intrexon entered into the Intrexon Collaboration, under which Intrexon obtained a worldwide exclusive license for
the use of rHuPH20 enzyme in the development of a subcutaneous injectable formulation of Intrexon’s recombinant human alpha 1-antitrypsin
(rHuA1AT). Intrexon’s chief executive officer and chairman of its board of directors, Randal J. Kirk, is also a member of our Board of Directors.
The collaborative arrangement with Intrexon was reviewed and approved by our Board of Directors in accordance with our related party
transaction policy. For the years ended December 31, 2012 and 2011, we recognized $1.0 million and $9.0 million , respectively, in revenue
under collaborative agreements pursuant to the terms of the Intrexon Collaboration. See Note 3 for a further discussion of the Intexon
Collaboration.
Connie L. Matsui, a member of our Board of Directors, and her husband had a controlling ownership interest (and therefore a financial
interest) in an entity that held a minority ownership position in BC Sorrento, an entity that leased the 11388 Property to us until September 2010.
The transaction with BC Sorrento was reviewed and approved by our Board of Directors in accordance with our related party transaction policy.
Effective September 2010, BC Sorrento sold the 11388 Property to an unrelated party. As such, we no longer had any business transactions with
BC Sorrento effective September 2010. We paid BC Sorrento approximately $982,000 for the year ended December 31, 2010. No payments
were made to BC Sorrento for the years ended December 31, 2012 and 2011.
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14.

Summary of Unaudited Quarterly Financial Information
The following is a summary of our unaudited quarterly results for the years ended December 31, 2012 and 2011 :
Quarter Ended
March 31,

2012 (Unaudited):

Total revenues (a)
Total operating expenses
Net loss
Net loss per share, basic and diluted
Shares used in computing net loss per share, basic and
diluted

$
$
$
$

7,440,179
22,580,577
(15,119,181)
(0.14)

June 30,

$
$
$
$

107,589,514

7,757,175
21,805,273
(14,021,119)
(0.13)

September 30,

$
$
$
$

112,063,665

5,334,323
25,364,160
(20,005,846)
(0.18)

December 31,

$
$
$
$

112,305,002

21,793,549
26,200,662
(4,405,856)
(0.04)
112,323,056

Quarter Ended
March 31,

2011 (Unaudited):

Total revenues (b)
Total operating expenses
Net income (loss)
Net income (loss) per share, basic and diluted
Shares used in computing net income (loss) per share:
Basic
Diluted

$
$
$
$

7,543,894
17,203,480
(9,635,717)
(0.10)
100,927,402
100,927,402

June 30,

$
$
$
$

23,188,948
20,093,017
3,116,288
0.03
102,671,410
104,393,835

September 30,

$
$
$
$

22,942,428
17,789,595
5,165,193
0.05
103,223,352
105,009,189

December 31,

$
$
$
$

2,411,166
20,839,285
(18,415,615)
(0.18)
103,406,407
103,406,407

(a) Revenues for the quarter ended December 31, 2012 included $9.5 million in revenue under collaborative agreements from the Pfizer
Collaboration.
(b) Revenues for the quarter ended June 30, 2011 included revenue under collaborative agreements totaling $18.0 million from the
ViroPharma and Intrexon Collaborations. Revenues for the quarter ended September 30, 2011 included revenue from collaborative
agreements totaling $17.9 million related to recognition of unamortized deferred prepaid product-based payments and unamortized
deferred upfront payment pursuant to the termination of the Hylenex Collaboration with Baxter in July 2011.
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EXHIBIT 10.31

AMENDED AND RESTATED CHANGE IN CONTROL AGREEMENT
This agreement is dated December 21, 2012 and is by and between HALOZYME THERAPEUTICS, INC., a
Delaware corporation (the “ Company ,” “ us ,” “ we ” or “ our ”), and Gregory Frost (“ you ” or “ your ”).
WHEREAS, the Board of Directors of the Company (the “ Board ”) considers it essential to foster the continued
employment of key executives and believes it is in the best interests of the Company and its stockholders to have your
continued dedication, notwithstanding the possibility, threat, or occurrence of a Change in Control of the Company (as
defined below).
WHEREAS, you and the Company previously entered into a Change in Control Agreement dated November 5,
2008 (“ Previous Agreement ”), and you and the Company now desire to enter into this agreement for the express
purpose of replacing and superseding the Previous Agreement.
NOW, THEREFORE, in consideration of the mutual covenants contained in this agreement, and other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties agree as follows:
1.
“ At Will” Employment . You agree that you will continue to be an “at will” employee, as defined
under applicable law, of the Company’s operating subsidiary, Halozyme, Inc. As such, your employment may be
terminated at any time for any or no reason without liability, except as otherwise provided in this agreement or any other
employee benefit plan in which you participate immediately before your termination of employment. Nothing in this
agreement confers on you any right to continued employment or restricts our right to terminate your employment at any
time for any or no reason.
2.

Change in Control Termination .

(a) Payments and Benefits . If we terminate your employment without Cause, or if you resign for Good
Reason, on or within 12 months after a Change in Control (as each capitalized term is defined below), we shall provide
you the following:
(i)Your annual base salary earned through the date of termination and any vested accrued benefits,
to the extent not previously paid or deferred under a tax-qualified
or nonqualified deferred compensation arrangement, to be paid in
a lump sum within the time periods mandated by applicable law
after your termination of employment (“ Accrued Obligations ”);
(ii)Subject to Section 2(b) below, an amount equal to 2 times your then-current annual base salary
(as determined without regard to any diminution thereof that
gave rise to Good Reason), to be paid in a lump sum no later than
sixty (60) days after your termination of employment;

(iii)Subject to Section 2(b) below, we shall continue to provide you (and, if applicable, your
spouse and eligible dependents), at the Company’s expense,
with substantially similar coverage under our group health plans,
in which you (or they) participated immediately before your
termination of employment, for a period of 18 months after your
termination of employment; on the condition that this continued
coverage will cease if, before the end of the 18-month period,
you become eligible to participate in another employer-provided
group health plan providing substantially similar coverage; and
(iv)Subject to Section 2(b) below, we shall cause 100% of all equity awards granted to you on or
after March 13, 2008 to become fully vested and nonforfeitable
upon your termination of employment and otherwise exercisable
in accordance with the terms of the applicable equity plan and
award agreement pursuant to which such awards were granted;
except to the extent that this acceleration of vesting would
disqualify a payment intended to qualify as “performance-based
compensation” (as defined under Section 162(m) of the Internal
Revenue Code of 1986, as amended and any regulations and
Treasury guidance promulgated thereunder (the “ Code ”)) from
being so qualified.
(v)Notwithstanding anything to the contrary in this agreement, if we terminate your employment
without Cause, or if you resign for Good Reason, before a
Change in Control, and if you reasonably demonstrate that your
termination of employment (A) was at the request of a third party
who has taken steps reasonably calculated to effect the Change in
Control or (B) otherwise arose in connection with or anticipation
of the Change in Control, then for purposes of this Section 2(a),
your termination of employment will be deemed to have occurred
on the Change in Control.
(b) Release . You agree that any payment or benefit provided under this agreement pursuant to Section
2(a)(ii), (iii) and (iv) hereof and not otherwise required by law is conditioned upon your execution and delivery to us
(and non-revocation) of a general release of claims, in form and substance acceptable to us, within sixty (60) days
following the date of your termination of employment. No payment or benefit not otherwise required by law will be paid
before the general release of claims becomes effective upon the expiration of any applicable revocation period; provided,
that, to the extent the sixty (60) day period spans two (2) taxable years, the payments and benefits provided under this
agreement pursuant to Section 2(a)(ii), (iii) and (iv) hereof shall be paid in the later taxable year. If you do not execute
the general release of claims and such release does not become irrevocable within the specified period you will
automatically forfeit any right to receive the payments and benefits provided under this agreement pursuant to Section 2
(a)(ii), (iii) and (iv) hereof.

(c) Cause . “Cause” means, solely for purposes of this agreement as determined in good faith by the
Board, which determination will be conclusive, your:
(i)conviction of, or plea of nolo contendere to, a felony or crime involving moral turpitude;
(ii)fraud with respect to, or misappropriation of, any funds or property of the Company, or any
subsidiary, customer, or vendor;
(iii)personal dishonesty, willful violation of any law, rule, or regulation (other than minor traffic
violations or similar offenses), or breach of fiduciary duty that
involves personal profit;
(iv)willful misconduct in connection with your duties;
(v)illegal use or distribution of drugs;
(vi)violation of any material written rule, regulation, procedure, or policy of the Company
applicable to you that could reasonably be expected to result in
demonstrable harm to the Company, as determined by the Board
in good faith; or
(vii)material breach of any provision of any employment, nondisclosure, nonsolicitation, or other
similar material agreement executed by you for the benefit of
the Company that could reasonably be expected to result in
demonstrable harm to the Company, as determined by the
Board in good faith.
(d)

Change in Control . A Change in Control shall be deemed to have occurred if any of the following shall

have occurred:

(i)any Person becomes the beneficial owner (within the meaning of Rule 13d-3 promulgated under
the Exchange Act) of fifty percent (50%) or more of either (A)
the then-outstanding shares of common stock of the Company
(the “ Outstanding Company Common Stock ”) or (B) the
combined voting power of the then-outstanding voting securities
of the Company entitled to vote generally in the election of
directors (the " Outstanding Company Voting Securities ");
provided , however , that, for purposes of this definition of
Change in Control, the following acquisitions shall not constitute
a Change in Control: (1) any acquisition directly from the
Company, (2) any acquisition by the Company, (3) any
acquisition by any employee benefit plan (or related trust)
sponsored or maintained by the Company or any of its affiliates
or (4) any acquisition pursuant to a transaction that complies with

clauses (iii)(A), (iii)(B) and (iii)(C) of this definition of Change in Control;
(ii)individuals who, as of the date hereof, constitute the Board (the “ Incumbent Board ”) cease
for any reason to constitute at least a majority of the Board;
provided , however , that any individual becoming a director
subsequent to the date hereof whose election, or nomination for
election by the Company's stockholders, was approved by a vote
of at least a majority of the directors then comprising the
Incumbent Board shall be considered as though such individual
was a member of the Incumbent Board, but excluding, for this
purpose, any such individual whose initial assumption of office
occurs as a result of an actual or threatened election contest with
respect to the election or removal of directors or other actual or
threatened solicitation of proxies or consents by or on behalf of a
Person other than the Board;
(iii)consummation of a reorganization, merger, statutory share exchange or consolidation or
similar transaction involving the Company or any of its
subsidiaries, a sale or other disposition of all or substantially all
of the assets of the Company, or the acquisition of assets or
securities of another entity by the Company or any of its
subsidiaries (each, a “ Business Combination ”), in each case
unless, following such Business Combination, (A) all or
substantially all of the individuals and entities that were the
beneficial owners of the Outstanding Company Common Stock
and the Outstanding Company Voting Securities immediately
prior to such Business Combination beneficially own, directly or
indirectly, at least fifty percent (50%) of the then-outstanding
shares of common stock (or, for a non-corporate entity,
equivalent securities) and the combined voting power of the
then-outstanding voting securities entitled to vote generally in
the election of directors (or, for a non-corporate entity,
equivalent governing body), as the case may be, of the entity
resulting from such Business Combination (including, without
limitation, an entity that, as a result of such transaction, owns
the Company or all or substantially all of the Company's assets
either directly or through one or more subsidiaries) in
substantially the same proportions as their ownership
immediately prior to such Business Combination of the
Outstanding Company Common Stock and the Outstanding
Company Voting Securities, as the case may be, (B) no Person
(excluding any entity resulting from such Business Combination
or any employee benefit plan (or related trust) of the Company
or such entity resulting from such Business Combination)
beneficially owns, directly or indirectly, fifty percent (50%) or
more of,

respectively, the then-outstanding shares of common stock (or, for a non-corporate entity,
equivalent securities) of the entity resulting from such Business Combination or the
combined voting power of the then-outstanding voting securities of such entity, except to
the extent that such ownership existed prior to the Business Combination and (C) at least a
majority of the members of the board of directors (or, for a non-corporate entity,
equivalent governing body) of the entity resulting from such Business Combination were
members of the Incumbent Board at the time of the execution of the initial agreement or of
the action of the Board providing for such Business Combination; or
(iv)approval by the stockholders of the Company of a complete liquidation or dissolution of the
Company.
In construing this definition of Change in Control, a “Person” means any individual, entity or group within the
meaning of Section 13(d)(3) or 14(d)(2) of the Securities Exchange Act of 1934, as amended, other than employee
benefit plans sponsored or maintained by the Company and by entities controlled by the Company or an underwriter of
the stock of the Company in a registered public offering.
(e) Good Reason . “Good Reason” means, solely for purposes of this agreement, without your consent,
any of the following conditions:
(i)a material diminution in your annual base salary;
(ii)a material diminution in your title, position, duties, or responsibilities, or the assignment to you
of duties that are materially inconsistent with the scope of duties
and responsibilities associated with your position immediately
before the Change in Control;
(iii)a material diminution in the authority, duties, or responsibilities of the supervisor to whom you
are required to report;
(iv)a material diminution in the budget over which you retain authority;
(v)any requirement by the Company that you physically relocate from your current work location
to another work location 30 or more miles away; or
(vi)any other action or inaction that constitutes a material breach by us of our obligations under
this agreement;

so long as you notify us no later than 90 days after the existence of any of these conditions and we fail to cure the
condition within 30 days after receipt of the notice. Notwithstanding the foregoing, no Good Reason exists unless your
termination of employment occurs no later than one year after the initial existence of any condition listed in this Section
2(e).
3. Death; Disability . If your employment terminates by reason of death or “disability” (as defined under the
Company’s long-term disability plan then in effect) within 12 months after a Change in Control or otherwise, we shall
have no obligation to you or your legal representatives under this agreement, except for (a) payment of Accrued
Obligations (which we shall pay to you or your estate or beneficiary, as applicable, within the time period mandated by
applicable law after you die or become disabled); and (b) continuation coverage required under Code Section 4980B or
analogous state continuation coverage laws.
4. Exclusivity of Payments and Benefits . This agreement supersedes all prior agreements you may have with
us regarding compensation or benefits that may become payable in connection with a change in control of the Company
(whether or not the change in control constitutes a Change in Control), including any provision contained in any
employment agreement, offer letter, or change-in-control agreement. You acknowledge and agree that any payments
received pursuant to this agreement shall be in lieu of any payments the Company would otherwise make to you under
the Company’s general severance policy, as such policy may be revised, amended or administered from time to time.
Except as otherwise provided in this Section 4, nothing in this agreement will prevent or limit your continuing or future
participation in any Company plan, policy, or practice for which you may qualify.
5.

Limitation on Payments and Benefits .

(a) Tax Liability . You shall bear all expense of, and be solely responsible for, all federal, state, local,
or non-U.S. taxes due with respect to any payment received under this agreement, including, without limitation, any
excise tax imposed by Code Section 4999.
(b) Modified Cut-Back Rule . Notwithstanding anything to the contrary in this agreement, if any
payment or benefit to be paid under this agreement (“ Contract Payments ”), together with any other payment or benefit
that you have the right, in connection with a Change in Control or the termination of your employment, to receive from
us or from any entity that is a member of an “affiliated group” (as defined under Code Section 1504(a) without regard to
Code Section 1504(b)) of which we are a member, including, without limitation, any restricted stock, stock option, or
similar right, or the lapse or termination of any restriction on or the vesting or exercisability of any of the foregoing
(collectively with the Contract Payments, the “ Total Payments ”), constitutes an “excess parachute payment” (as defined
under Code Section 280G(b)), the Total Payments will be reduced to the extent necessary to prevent any portion of the
Total Payments from becoming nondeductible by the Company under Code Section 280G or subject to the excise tax
imposed under Code Section 4999 but only if, by reason of such reduction, the net after-tax benefit received by you will
exceed the net after-tax benefit that you would receive if no such reduction was made. For this purpose, “net after-tax
benefit” means (i) the total of all payments and the value of all benefits which you receive or are then entitled to receive
from the Company that would constitute “excess parachute payments” within the

meaning of Code Section 280G, less (ii) the amount of all federal, state, and local income taxes payable with respect to
the foregoing calculated at the maximum marginal income tax rate for each year in which the foregoing shall be paid to
you (based on the rate in effect for such year as set forth in the Code as in effect at the time of the first payment of the
foregoing), less (iii) the amount of excise taxes imposed with respect to the payments and benefits described in clause (i)
above by Code Section 4999 (or any successor provision thereto), and any similar tax imposed by state or local law, and
any interest or penalties with respect to such excise tax.
(c) Determination Process . The determination of whether it is necessary to decrease the Total
Payments pursuant to Section 5(b) hereof must be made in good faith by a nationally recognized accounting firm (the “
Accounting Firm ”) selected by the Company. This determination, together with supporting calculations and
documentation, will be provided to the Company and you within forty-five (45) days after your final day of employment,
and will be conclusive and binding upon you and the Company, absent manifest error. In the event that the Accounting
Firm is serving as accountant or auditor for the individual, entity, or group effecting the Change in Control, we shall
appoint another nationally recognized accounting firm to make the determination required under this agreement (in
which case, that accounting firm will be referred to as the “Accounting Firm” under this agreement). We shall bear all
fees of the Accounting Firm. If a reduction in the Total Payments is necessary, reduction shall occur in the following
order: (A) by first reducing or eliminating the portion of the Total Payments which are not payable in cash and are not
attributable to equity awards (other than that portion of the Total Payments subject to clause (C) hereof), (B) then by
reducing or eliminating cash payments (other than that portion of the Total Payments subject to clause (C) hereof), (C)
then by reducing or eliminating the portion of the Payments which are not payable in cash and are attributable to equity
awards, and (D) then by reducing or eliminating the portion of the Payments (whether payable in cash or not payable in
cash) to which Treasury Regulation § 1.280G-1 Q/A 24(c) (or successor thereto) applies, in each case in reverse order
beginning with payments or benefits which are to be paid the farthest in time.
6.

Section 409A Compliance .
(a)

This agreement is intended to comply with, or otherwise be exempt from, Code Section 409A.

(b) We shall undertake to administer, interpret, and construe this agreement in a manner that does not
result in the imposition on you of any additional tax, penalty, or interest under Code Section 409A.
(c) If the Company determines in good faith that any provision of this agreement would cause you to
incur an additional tax, penalty, or interest under Code Section 409A, the Company and you shall use reasonable efforts
to reform such provision, if possible, in a mutually agreeable fashion to maintain to the maximum extent practicable the
original intent of the applicable provision without violating the provisions of Code Section 409A or causing the
imposition of such additional tax, penalty, or interest under Code Section 409A.

(d) The preceding provisions, however, will not be construed as a guarantee by the Company of any
particular tax effect to you under this agreement. We shall not be liable to you for any payment or benefit paid under this
agreement that is determined to result in an additional tax, penalty, or interest under Code Section 409A, nor for
reporting in good faith any payment or benefit made under this agreement as an amount includible in gross income under
Code Section 409A.
(e) Any reimbursement of expenses of or any provision of in-kind benefits to you, as specified under
this agreement, is subject to the following conditions: (i) the expenses eligible for reimbursement or the amount of inkind benefits provided in one taxable year do not affect the expenses eligible for reimbursement or the amount of in-kind
benefits provided in any other taxable year, except for any medical reimbursement arrangement providing for the
reimbursement of expenses referred to in Code Section 105(b); (ii) we shall reimburse an eligible expense no later than
the end of the year after the year in which you incurred the expense; and (iii) the right to reimbursement or in-kind
benefits is not subject to liquidation or exchange for another benefit.
(f) “Termination of employment,” “resignation,” or words of similar import, as used in this agreement
means your “separation from service” (as defined under Code Section 409A) for purposes of any payment or benefit
under this agreement that is a payment of deferred compensation subject to Code Section 409A.
(g) If a payment obligation under this agreement arises on account your separation from service while
you are a “specified employee” (as defined under Code Section 409A and determined in good faith by the Board), any
payment of “deferred compensation” (as defined under Treasury regulation Section 1.409A-1(b)(1), after giving effect to
the exemptions in Treasury regulation Sections 1.409A-1(b)(3) through (b)(12)) that is scheduled to be paid within 6
months after your separation from service will accrue without interest and will be paid within 15 days after the end of
the 6-month period beginning on the date of your separation from service or, if earlier, within 15 days after the
appointment of the personal representative or executor of your estate following your death.
(h) Whenever a payment under this agreement specifies a payment period with reference to a number
of days (e.g., “payment shall be made within thirty (30) days following the Termination Date”), the actual date of
payment within the specified period shall be within the sole discretion of the Company. If under this agreement, an
amount is paid in two or more installments, each installment shall be treated as a separate payment.
7. Successors . This agreement is personal to you and may not be assigned other than by will or the laws of
descent and distribution without our prior written consent. This agreement inures to the benefit of and is enforceable by
your representatives. Likewise, this agreement inures to the benefit of and is binding upon the Company and its
successors and assigns. The Company shall require any successor (whether direct or indirect, by purchase, merger,
consolidation, or otherwise) to all or substantially all of the business and/or assets of the Company expressly to assume
and agree to perform this agreement in the same manner and to the same extent that the Company would have been
required to perform it if no such succession

had taken place. As used in this agreement, the term “Company” shall mean both the Company as defined above and any
such successor.
8. Notices . All notices and other communications hereunder must be in writing and must be given by hand
delivery to the other party or by registered or certified mail, return receipt requested, postage prepaid, addressed as
follows:
If to the employee:
To the Company’s address of record for the employee.
If to the Company:
Halozyme Therapeutics, Inc.
Attention: Chief Financial Officer/Chair of Compensation Committee
11388 Sorrento Valley Road
San Diego, California 92121
or to any other address as either party shall have furnished to the other in writing in accordance with this Section 8.
Notice is effective when actually received by the addressee.
9. Severability . The invalidity or unenforceability of any provision of this agreement will not affect the
validity or enforceability of any other provision of this agreement.
10. Withholding . We may withhold from any amount payable under this agreement federal, state, local, or
non-U.S. taxes required to be withheld under applicable law.
11. Amendment; Waiver . No provision of this agreement may be modified, waived, or discharged except by a
writing signed by both parties. The failure of either party to insist upon strict compliance with any provision of this
agreement or assert any right either party may have hereunder does not constitute a waiver of the provision or right
under this agreement.
12. Applicable Law . This agreement is governed by the laws of the State of California, without reference to
principles of conflict of laws, as these laws are applied to agreements between California residents entered into and to be
performed entirely within the State of California.
13. Counterparts . This agreement may be executed in two or more counterparts and via facsimile, each being
an original and all of which, when taken together, is deemed one instrument.
14. Termination . The Previous Agreement is hereby terminated effective as of the date of this agreement and
replaced and superseded by this agreement. This agreement shall terminate on the earliest of:
(a) the date your employment terminates, if your employment is terminated or you resign (i) prior to a
Change in Control, or (ii) on or after a Change in Control, other than by the Company without Cause
or due to your resignation for Good Reason;

(b) at the end of the 12 month period after a Change in Control, unless your employment has been
terminated within such 12 month period by the Company without Cause or due to your resignation for
Good Reason; or
(c) upon satisfaction of all of the Company's obligations under this agreement, if your employment has
been terminated within the 12 month period after a Change in Control by the Company without Cause
or due to your resignation for Good Reason.
[ Signature page follows ]

The parties are signing this Change in Control Agreement on the date stated in the introductory clause.

HALOZYME THERAPEUTICS, INC.

By: /s/ Kurt Gustafson
Name: Kurt Gustafson
Title: Chief Financial Officer

EMPLOYEE

/s/ Gregory Frost
Name: Gregory Frost

EXHIBIT 10.32

AMENDED AND RESTATED CHANGE IN CONTROL AGREEMENT
This agreement is dated December __, 2012 and is by and between HALOZYME THERAPEUTICS, INC., a
Delaware corporation (the “ Company ,” “ us ,” “ we ” or “ our ”), and [ Name of Officer ] (“ you ” or “ your ”).
WHEREAS, the Board of Directors of the Company (the “ Board ”) considers it essential to foster the continued
employment of key executives and believes it is in the best interests of the Company and its stockholders to have your
continued dedication, notwithstanding the possibility, threat, or occurrence of a Change in Control of the Company (as
defined below).
WHEREAS, you and the Company previously entered into a Change in Control Agreement dated November 5,
2008 (“ Previous Agreement ”), and you and the Company now desire to enter into this agreement for the express
purpose of replacing and superseding the Previous Agreement.
NOW, THEREFORE, in consideration of the mutual covenants contained in this agreement, and other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties agree as follows:
1.
“ At Will” Employment . You agree that you will continue to be an “at will” employee, as defined
under applicable law, of the Company’s operating subsidiary, Halozyme, Inc. As such, your employment may be
terminated at any time for any or no reason without liability, except as otherwise provided in this agreement or any
other employee benefit plan in which you participate immediately before your termination of employment. Nothing in
this agreement confers on you any right to continued employment or restricts our right to terminate your employment at
any time for any or no reason.
2.

Change in Control Termination .

(a) Payments and Benefits . If we terminate your employment without Cause, or if you resign for Good
Reason, on or within 12 months after a Change in Control (as each capitalized term is defined below), we shall provide
you the following:
(i)Your annual base salary earned through the date of termination and any vested accrued benefits,
to the extent not previously paid or deferred under a tax-qualified
or nonqualified deferred compensation arrangement, to be paid in
a lump sum within the time periods mandated by applicable law
after your termination of employment (“ Accrued Obligations ”);
(ii)Subject to Section 2(b) below, an amount equal to 1.5 times your then-current annual base
salary (as determined without regard to any diminution thereof
that gave rise to Good Reason), to be paid in a lump sum no later
than sixty (60) days after your termination of employment;

(iii)Subject to Section 2(b) below, we shall continue to provide you (and, if applicable, your
spouse and eligible dependents), at the Company’s expense,
with substantially similar coverage under our group health plans,
in which you (or they) participated immediately before your
termination of employment, for a period of 12 months after your
termination of employment; on the condition that this continued
coverage will cease if, before the end of the 12-month period,
you become eligible to participate in another employer-provided
group health plan providing substantially similar coverage; and
(iv)Subject to Section 2(b) below, we shall cause 100% of all equity awards granted to you on or
after March 13, 2008 to become fully vested and nonforfeitable
upon your termination of employment and otherwise exercisable
in accordance with the terms of the applicable equity plan and
award agreement pursuant to which such awards were granted;
except to the extent that this acceleration of vesting would
disqualify a payment intended to qualify as “performance-based
compensation” (as defined under Section 162(m) of the Internal
Revenue Code of 1986, as amended and any regulations and
Treasury guidance promulgated thereunder (the “ Code ”)) from
being so qualified.
(v)Notwithstanding anything to the contrary in this agreement, if we terminate your employment
without Cause, or if you resign for Good Reason, before a
Change in Control, and if you reasonably demonstrate that your
termination of employment (A) was at the request of a third party
who has taken steps reasonably calculated to effect the Change in
Control or (B) otherwise arose in connection with or anticipation
of the Change in Control, then for purposes of this Section 2(a),
your termination of employment will be deemed to have occurred
on the Change in Control.
(b) Release . You agree that any payment or benefit provided under this agreement pursuant to Section
2(a)(ii), (iii) and (iv) hereof and not otherwise required by law is conditioned upon your execution and delivery to us
(and non-revocation) of a general release of claims, in form and substance acceptable to us, within sixty (60) days
following the date of your termination of employment. No payment or benefit not otherwise required by law will be paid
before the general release of claims becomes effective upon the expiration of any applicable revocation period; provided,
that, to the extent the sixty (60) day period spans two (2) taxable years, the payments and benefits provided under this
agreement pursuant to Section 2(a)(ii), (iii) and (iv) hereof shall be paid in the later taxable year. If you do not execute
the general release of claims and such release does not become irrevocable within the specified period you will
automatically forfeit any right to receive the payments and benefits provided under this agreement pursuant to Section 2
(a)(ii), (iii) and (iv) hereof.

(c) Cause . “Cause” means, solely for purposes of this agreement as determined in good faith by the
Board, which determination will be conclusive, your:
(i)conviction of, or plea of nolo contendere to, a felony or crime involving moral turpitude;
(ii)fraud with respect to, or misappropriation of, any funds or property of the Company, or any
subsidiary, customer, or vendor;
(iii)personal dishonesty, willful violation of any law, rule, or regulation (other than minor traffic
violations or similar offenses), or breach of fiduciary duty that
involves personal profit;
(iv)willful misconduct in connection with your duties;
(v)illegal use or distribution of drugs;
(vi)violation of any material written rule, regulation, procedure, or policy of the Company
applicable to you that could reasonably be expected to result in
demonstrable harm to the Company, as determined by the Board
in good faith; or
(vii)material breach of any provision of any employment, nondisclosure, nonsolicitation, or other
similar material agreement executed by you for the benefit of
the Company that could reasonably be expected to result in
demonstrable harm to the Company, as determined by the
Board in good faith.
(d)

Change in Control . A Change in Control shall be deemed to have occurred if any of the following shall

have occurred:

(i)any Person becomes the beneficial owner (within the meaning of Rule 13d-3 promulgated under
the Exchange Act) of fifty percent (50%) or more of either (A)
the then-outstanding shares of common stock of the Company
(the “ Outstanding Company Common Stock ”) or (B) the
combined voting power of the then-outstanding voting securities
of the Company entitled to vote generally in the election of
directors (the " Outstanding Company Voting Securities ");
provided , however , that, for purposes of this definition of
Change in Control, the following acquisitions shall not constitute
a Change in Control: (1) any acquisition directly from the
Company, (2) any acquisition by the Company, (3) any
acquisition by any employee benefit plan (or related trust)
sponsored or maintained by the Company or any of its affiliates
or (4) any acquisition pursuant to a transaction that complies with

clauses (iii)(A), (iii)(B) and (iii)(C) of this definition of Change in Control;
(ii)individuals who, as of the date hereof, constitute the Board (the “ Incumbent Board ”) cease
for any reason to constitute at least a majority of the Board;
provided , however , that any individual becoming a director
subsequent to the date hereof whose election, or nomination for
election by the Company's stockholders, was approved by a vote
of at least a majority of the directors then comprising the
Incumbent Board shall be considered as though such individual
was a member of the Incumbent Board, but excluding, for this
purpose, any such individual whose initial assumption of office
occurs as a result of an actual or threatened election contest with
respect to the election or removal of directors or other actual or
threatened solicitation of proxies or consents by or on behalf of a
Person other than the Board;
(iii)consummation of a reorganization, merger, statutory share exchange or consolidation or
similar transaction involving the Company or any of its
subsidiaries, a sale or other disposition of all or substantially all
of the assets of the Company, or the acquisition of assets or
securities of another entity by the Company or any of its
subsidiaries (each, a “ Business Combination ”), in each case
unless, following such Business Combination, (A) all or
substantially all of the individuals and entities that were the
beneficial owners of the Outstanding Company Common Stock
and the Outstanding Company Voting Securities immediately
prior to such Business Combination beneficially own, directly or
indirectly, at least fifty percent (50%) of the then-outstanding
shares of common stock (or, for a non-corporate entity,
equivalent securities) and the combined voting power of the
then-outstanding voting securities entitled to vote generally in
the election of directors (or, for a non-corporate entity,
equivalent governing body), as the case may be, of the entity
resulting from such Business Combination (including, without
limitation, an entity that, as a result of such transaction, owns
the Company or all or substantially all of the Company's assets
either directly or through one or more subsidiaries) in
substantially the same proportions as their ownership
immediately prior to such Business Combination of the
Outstanding Company Common Stock and the Outstanding
Company Voting Securities, as the case may be, (B) no Person
(excluding any entity resulting from such Business Combination
or any employee benefit plan (or related trust) of the Company
or such entity resulting from such Business Combination)
beneficially owns, directly or indirectly, fifty percent (50%) or
more of,

respectively, the then-outstanding shares of common stock (or, for a non-corporate entity,
equivalent securities) of the entity resulting from such Business Combination or the
combined voting power of the then-outstanding voting securities of such entity, except to
the extent that such ownership existed prior to the Business Combination and (C) at least a
majority of the members of the board of directors (or, for a non-corporate entity,
equivalent governing body) of the entity resulting from such Business Combination were
members of the Incumbent Board at the time of the execution of the initial agreement or of
the action of the Board providing for such Business Combination; or
(iv)approval by the stockholders of the Company of a complete liquidation or dissolution of the
Company.
In construing this definition of Change in Control, a “Person” means any individual, entity or group within the
meaning of Section 13(d)(3) or 14(d)(2) of the Securities Exchange Act of 1934, as amended, other than employee
benefit plans sponsored or maintained by the Company and by entities controlled by the Company or an underwriter of
the stock of the Company in a registered public offering.
(e) Good Reason . “Good Reason” means, solely for purposes of this agreement, without your consent,
any of the following conditions:
(i)a material diminution in your annual base salary;
(ii)a material diminution in your title, position, duties, or responsibilities, or the assignment to you
of duties that are materially inconsistent with the scope of duties
and responsibilities associated with your position immediately
before the Change in Control;
(iii)a material diminution in the authority, duties, or responsibilities of the supervisor to whom you
are required to report;
(iv)a material diminution in the budget over which you retain authority;
(v)any requirement by the Company that you physically relocate from your current work location
to another work location 30 or more miles away; or
(vi)any other action or inaction that constitutes a material breach by us of our obligations under
this agreement;

so long as you notify us no later than 90 days after the existence of any of these conditions and we fail to cure the
condition within 30 days after receipt of the notice. Notwithstanding the foregoing, no Good Reason exists unless your
termination of employment occurs no later than one year after the initial existence of any condition listed in this Section
2(e).
3. Death; Disability . If your employment terminates by reason of death or “disability” (as defined under the
Company’s long-term disability plan then in effect) within 12 months after a Change in Control or otherwise, we shall
have no obligation to you or your legal representatives under this agreement, except for (a) payment of Accrued
Obligations (which we shall pay to you or your estate or beneficiary, as applicable, within the time period mandated by
applicable law after you die or become disabled); and (b) continuation coverage required under Code Section 4980B or
analogous state continuation coverage laws.
4. Exclusivity of Payments and Benefits . This agreement supersedes all prior agreements you may have with
us regarding compensation or benefits that may become payable in connection with a change in control of the Company
(whether or not the change in control constitutes a Change in Control), including any provision contained in any
employment agreement, offer letter, or change-in-control agreement. You acknowledge and agree that any payments
received pursuant to this agreement shall be in lieu of any payments the Company would otherwise make to you under
the Company’s general severance policy, as such policy may be revised, amended or administered from time to time.
Except as otherwise provided in this Section 4, nothing in this agreement will prevent or limit your continuing or future
participation in any Company plan, policy, or practice for which you may qualify.
5.

Limitation on Payments and Benefits .

(a) Tax Liability . You shall bear all expense of, and be solely responsible for, all federal, state, local,
or non-U.S. taxes due with respect to any payment received under this agreement, including, without limitation, any
excise tax imposed by Code Section 4999.
(b) Modified Cut-Back Rule . Notwithstanding anything to the contrary in this agreement, if any
payment or benefit to be paid under this agreement (“ Contract Payments ”), together with any other payment or benefit
that you have the right, in connection with a Change in Control or the termination of your employment, to receive from
us or from any entity that is a member of an “affiliated group” (as defined under Code Section 1504(a) without regard to
Code Section 1504(b)) of which we are a member, including, without limitation, any restricted stock, stock option, or
similar right, or the lapse or termination of any restriction on or the vesting or exercisability of any of the foregoing
(collectively with the Contract Payments, the “ Total Payments ”), constitutes an “excess parachute payment” (as defined
under Code Section 280G(b)), the Total Payments will be reduced to the extent necessary to prevent any portion of the
Total Payments from becoming nondeductible by the Company under Code Section 280G or subject to the excise tax
imposed under Code Section 4999 but only if, by reason of such reduction, the net after-tax benefit received by you will
exceed the net after-tax benefit that you would receive if no such reduction was made. For this purpose, “net after-tax
benefit” means (i) the total of all payments and the value of all benefits which you receive or are then entitled to receive
from the Company that would constitute “excess parachute payments” within the

meaning of Code Section 280G, less (ii) the amount of all federal, state, and local income taxes payable with respect to
the foregoing calculated at the maximum marginal income tax rate for each year in which the foregoing shall be paid to
you (based on the rate in effect for such year as set forth in the Code as in effect at the time of the first payment of the
foregoing), less (iii) the amount of excise taxes imposed with respect to the payments and benefits described in clause (i)
above by Code Section 4999 (or any successor provision thereto), and any similar tax imposed by state or local law, and
any interest or penalties with respect to such excise tax.
(c) Determination Process . The determination of whether it is necessary to decrease the Total
Payments pursuant to Section 5(b) hereof must be made in good faith by a nationally recognized accounting firm (the “
Accounting Firm ”) selected by the Company. This determination, together with supporting calculations and
documentation, will be provided to the Company and you within forty-five (45) days after your final day of employment,
and will be conclusive and binding upon you and the Company, absent manifest error. In the event that the Accounting
Firm is serving as accountant or auditor for the individual, entity, or group effecting the Change in Control, we shall
appoint another nationally recognized accounting firm to make the determination required under this agreement (in
which case, that accounting firm will be referred to as the “Accounting Firm” under this agreement). We shall bear all
fees of the Accounting Firm. If a reduction in the Total Payments is necessary, reduction shall occur in the following
order: (A) by first reducing or eliminating the portion of the Total Payments which are not payable in cash and are not
attributable to equity awards (other than that portion of the Total Payments subject to clause (C) hereof), (B) then by
reducing or eliminating cash payments (other than that portion of the Total Payments subject to clause (C) hereof), (C)
then by reducing or eliminating the portion of the Payments which are not payable in cash and are attributable to equity
awards, and (D) then by reducing or eliminating the portion of the Payments (whether payable in cash or not payable in
cash) to which Treasury Regulation § 1.280G-1 Q/A 24(c) (or successor thereto) applies, in each case in reverse order
beginning with payments or benefits which are to be paid the farthest in time.
6.

Section 409A Compliance .
(a)

This agreement is intended to comply with, or otherwise be exempt from, Code Section 409A.

(b) We shall undertake to administer, interpret, and construe this agreement in a manner that does not
result in the imposition on you of any additional tax, penalty, or interest under Code Section 409A.
(c) If the Company determines in good faith that any provision of this agreement would cause you to
incur an additional tax, penalty, or interest under Code Section 409A, the Company and you shall use reasonable efforts
to reform such provision, if possible, in a mutually agreeable fashion to maintain to the maximum extent practicable the
original intent of the applicable provision without violating the provisions of Code Section 409A or causing the
imposition of such additional tax, penalty, or interest under Code Section 409A.

(d) The preceding provisions, however, will not be construed as a guarantee by the Company of any
particular tax effect to you under this agreement. We shall not be liable to you for any payment or benefit paid under this
agreement that is determined to result in an additional tax, penalty, or interest under Code Section 409A, nor for
reporting in good faith any payment or benefit made under this agreement as an amount includible in gross income under
Code Section 409A.
(e) Any reimbursement of expenses of or any provision of in-kind benefits to you, as specified under
this agreement, is subject to the following conditions: (i) the expenses eligible for reimbursement or the amount of inkind benefits provided in one taxable year do not affect the expenses eligible for reimbursement or the amount of in-kind
benefits provided in any other taxable year, except for any medical reimbursement arrangement providing for the
reimbursement of expenses referred to in Code Section 105(b); (ii) we shall reimburse an eligible expense no later than
the end of the year after the year in which you incurred the expense; and (iii) the right to reimbursement or in-kind
benefits is not subject to liquidation or exchange for another benefit.
(f) “Termination of employment,” “resignation,” or words of similar import, as used in this agreement
means your “separation from service” (as defined under Code Section 409A) for purposes of any payment or benefit
under this agreement that is a payment of deferred compensation subject to Code Section 409A.
(g) If a payment obligation under this agreement arises on account your separation from service while
you are a “specified employee” (as defined under Code Section 409A and determined in good faith by the Board), any
payment of “deferred compensation” (as defined under Treasury regulation Section 1.409A-1(b)(1), after giving effect to
the exemptions in Treasury regulation Sections 1.409A-1(b)(3) through (b)(12)) that is scheduled to be paid within 6
months after your separation from service will accrue without interest and will be paid within 15 days after the end of
the 6-month period beginning on the date of your separation from service or, if earlier, within 15 days after the
appointment of the personal representative or executor of your estate following your death.
(h) Whenever a payment under this agreement specifies a payment period with reference to a number
of days (e.g., “payment shall be made within thirty (30) days following the Termination Date”), the actual date of
payment within the specified period shall be within the sole discretion of the Company. If under this agreement, an
amount is paid in two or more installments, each installment shall be treated as a separate payment.
7. Successors . This agreement is personal to you and may not be assigned other than by will or the laws of
descent and distribution without our prior written consent. This agreement inures to the benefit of and is enforceable by
your representatives. Likewise, this agreement inures to the benefit of and is binding upon the Company and its
successors and assigns. The Company shall require any successor (whether direct or indirect, by purchase, merger,
consolidation, or otherwise) to all or substantially all of the business and/or assets of the Company expressly to assume
and agree to perform this agreement in the same manner and to the same extent that the Company would have been
required to perform it if no such succession

had taken place. As used in this agreement, the term “Company” shall mean both the Company as defined above and
any such successor.
8. Notices . All notices and other communications hereunder must be in writing and must be given by hand
delivery to the other party or by registered or certified mail, return receipt requested, postage prepaid, addressed as
follows:
If to the employee:
To the Company’s address of record for the employee.
If to the Company:
Halozyme Therapeutics, Inc.
Attention: Chief Financial Officer/Chair of Compensation Committee
11388 Sorrento Valley Road
San Diego, California 92121
or to any other address as either party shall have furnished to the other in writing in accordance with this Section 8.
Notice is effective when actually received by the addressee.
9. Severability . The invalidity or unenforceability of any provision of this agreement will not affect the
validity or enforceability of any other provision of this agreement.
10. Withholding . We may withhold from any amount payable under this agreement federal, state, local, or
non-U.S. taxes required to be withheld under applicable law.
11. Amendment; Waiver . No provision of this agreement may be modified, waived, or discharged except by
a writing signed by both parties. The failure of either party to insist upon strict compliance with any provision of this
agreement or assert any right either party may have hereunder does not constitute a waiver of the provision or right
under this agreement.
12. Applicable Law . This agreement is governed by the laws of the State of California, without reference to
principles of conflict of laws, as these laws are applied to agreements between California residents entered into and to
be performed entirely within the State of California.
13. Counterparts . This agreement may be executed in two or more counterparts and via facsimile, each being
an original and all of which, when taken together, is deemed one instrument.
14. Termination . The Previous Agreement is hereby terminated effective as of the date of this agreement and
replaced and superseded by this agreement. This agreement shall terminate on the earliest of:
(a) the date your employment terminates, if your employment is terminated or you resign (i) prior to a
Change in Control, or (ii) on or after a Change in Control, other than by the Company without Cause
or due to your resignation for Good Reason;

(b) at the end of the 12 month period after a Change in Control, unless your employment has been
terminated within such 12 month period by the Company without Cause or due to your resignation for
Good Reason; or
(c) upon satisfaction of all of the Company's obligations under this agreement, if your employment has
been terminated within the 12 month period after a Change in Control by the Company without Cause
or due to your resignation for Good Reason.
[ Signature page follows ]

The parties are signing this Amended and Restated Change in Control Agreement on the date stated in the
introductory clause.

HALOZYME THERAPEUTICS, INC.

By:
Name:
Title:

EMPLOYEE

Name:

EXHIBIT 10.33

CHANGE IN CONTROL AGREEMENT
This agreement is dated December __, 2012, and is by and between HALOZYME THERAPEUTICS, INC., a
Delaware corporation (the “ Company ,” “ us ,” “ we ” or “ our ”), and [EXECUTIVE NAME] (“ you ” or “ your ”).
WHEREAS, the Board of Directors of the Company (the “ Board ”) considers it essential to foster the continued
employment of key executives and believes it is in the best interests of the Company and its stockholders to have your
continued dedication, notwithstanding the possibility, threat, or occurrence of a Change in Control of the Company (as
defined below).
NOW, THEREFORE, in consideration of the mutual covenants contained in this agreement, and other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties agree as follows:
1.
“ At Will” Employment . You agree that you will continue to be an “at will” employee, as defined
under applicable law, of the Company’s operating subsidiary, Halozyme, Inc. As such, your employment may be
terminated at any time for any or no reason without liability, except as otherwise provided in this agreement or any other
employee benefit plan in which you participate immediately before your termination of employment. Nothing in this
agreement confers on you any right to continued employment or restricts our right to terminate your employment at any
time for any or no reason.
2.

Change in Control Termination .

(a) Payments and Benefits . If we terminate your employment without Cause, or if you resign for Good
Reason, on or within 12 months after a Change in Control (as each capitalized term is defined below), we shall provide
you the following:
(i)Your annual base salary earned through the date of termination and any vested accrued benefits,
to the extent not previously paid or deferred under a tax-qualified
or nonqualified deferred compensation arrangement, to be paid in
a lump sum within the time periods mandated by applicable law
after your termination of employment (“ Accrued Obligations ”);
(ii)Subject to Section 2(b) below, an amount equal to 1.5 times your then-current annual base
salary (as determined without regard to any diminution thereof
that gave rise to Good Reason), to be paid in a lump sum no later
than sixty (60) days after your termination of employment;
(iii)Subject to Section 2(b) below, we shall continue to provide you (and, if applicable, your
spouse and eligible dependents), at the Company’s expense,
with substantially similar coverage under our group health plans,
in which you (or they) participated

immediately before your termination of employment, for a period of 12 months after your
termination of employment; on the condition that this continued coverage will cease if,
before the end of the 12-month period, you become eligible to participate in another
employer-provided group health plan providing substantially similar coverage; and
(iv)Subject to Section 2(b) below, we shall cause 100% of all equity awards granted to you on or
after March 13, 2008 to become fully vested and nonforfeitable
upon your termination of employment and otherwise exercisable
in accordance with the terms of the applicable equity plan and
award agreement pursuant to which such awards were granted;
except to the extent that this acceleration of vesting would
disqualify a payment intended to qualify as “performance-based
compensation” (as defined under Section 162(m) of the Internal
Revenue Code of 1986, as amended and any regulations and
Treasury guidance promulgated thereunder (the “ Code ”)) from
being so qualified.
(v)Notwithstanding anything to the contrary in this agreement, if we terminate your employment
without Cause, or if you resign for Good Reason, before a
Change in Control, and if you reasonably demonstrate that your
termination of employment (A) was at the request of a third party
who has taken steps reasonably calculated to effect the Change in
Control or (B) otherwise arose in connection with or anticipation
of the Change in Control, then for purposes of this Section 2(a),
your termination of employment will be deemed to have occurred
on the Change in Control.
(b) Release . You agree that any payment or benefit provided under this agreement pursuant to Section
2(a)(ii), (iii) and (iv) hereof and not otherwise required by law is conditioned upon your execution and delivery to us
(and non-revocation) of a general release of claims, in form and substance acceptable to us, within sixty (60) days
following the date of your termination of employment. No payment or benefit not otherwise required by law will be paid
before the general release of claims becomes effective upon the expiration of any applicable revocation period; provided,
that, to the extent the sixty (60) day period spans two (2) taxable years, the payments and benefits provided under this
agreement pursuant to Section 2(a)(ii), (iii) and (iv) hereof shall be paid in the later taxable year. If you do not execute
the general release of claims and such release does not become irrevocable within the specified period you will
automatically forfeit any right to receive the payments and benefits provided under this agreement pursuant to Section 2
(a)(ii), (iii) and (iv) hereof.
(c) Cause . “Cause” means, solely for purposes of this agreement as determined in good faith by the
Board, which determination will be conclusive, your:

(i)conviction of, or plea of nolo contendere to, a felony or crime involving moral turpitude;
(ii)fraud with respect to, or misappropriation of, any funds or property of the Company, or any
subsidiary, customer, or vendor;
(iii)personal dishonesty, willful violation of any law, rule, or regulation (other than minor traffic
violations or similar offenses), or breach of fiduciary duty that
involves personal profit;
(iv)willful misconduct in connection with your duties;
(v)illegal use or distribution of drugs;
(vi)violation of any material written rule, regulation, procedure, or policy of the Company
applicable to you that could reasonably be expected to result in
demonstrable harm to the Company, as determined by the Board
in good faith; or
(vii)material breach of any provision of any employment, nondisclosure, nonsolicitation, or other
similar material agreement executed by you for the benefit of
the Company that could reasonably be expected to result in
demonstrable harm to the Company, as determined by the
Board in good faith.
(d)

Change in Control . A Change in Control shall be deemed to have occurred if any of the following shall

have occurred:

(i)any Person becomes the beneficial owner (within the meaning of Rule 13d-3 promulgated under
the Exchange Act) of fifty percent (50%) or more of either (A)
the then-outstanding shares of common stock of the Company
(the “ Outstanding Company Common Stock ”) or (B) the
combined voting power of the then-outstanding voting securities
of the Company entitled to vote generally in the election of
directors (the " Outstanding Company Voting Securities ");
provided , however , that, for purposes of this definition of
Change in Control, the following acquisitions shall not constitute
a Change in Control: (1) any acquisition directly from the
Company, (2) any acquisition by the Company, (3) any
acquisition by any employee benefit plan (or related trust)
sponsored or maintained by the Company or any of its affiliates
or (4) any acquisition pursuant to a transaction that complies with
clauses (iii)(A), (iii)(B) and (iii)(C) of this definition of Change in
Control;

(ii)individuals who, as of the date hereof, constitute the Board (the “ Incumbent Board ”) cease
for any reason to constitute at least a majority of the Board;
provided , however , that any individual becoming a director
subsequent to the date hereof whose election, or nomination for
election by the Company's stockholders, was approved by a vote
of at least a majority of the directors then comprising the
Incumbent Board shall be considered as though such individual
was a member of the Incumbent Board, but excluding, for this
purpose, any such individual whose initial assumption of office
occurs as a result of an actual or threatened election contest with
respect to the election or removal of directors or other actual or
threatened solicitation of proxies or consents by or on behalf of a
Person other than the Board;
(iii)consummation of a reorganization, merger, statutory share exchange or consolidation or
similar transaction involving the Company or any of its
subsidiaries, a sale or other disposition of all or substantially all
of the assets of the Company, or the acquisition of assets or
securities of another entity by the Company or any of its
subsidiaries (each, a “ Business Combination ”), in each case
unless, following such Business Combination, (A) all or
substantially all of the individuals and entities that were the
beneficial owners of the Outstanding Company Common Stock
and the Outstanding Company Voting Securities immediately
prior to such Business Combination beneficially own, directly or
indirectly, at least fifty percent (50%) of the then-outstanding
shares of common stock (or, for a non-corporate entity,
equivalent securities) and the combined voting power of the
then-outstanding voting securities entitled to vote generally in
the election of directors (or, for a non-corporate entity,
equivalent governing body), as the case may be, of the entity
resulting from such Business Combination (including, without
limitation, an entity that, as a result of such transaction, owns
the Company or all or substantially all of the Company's assets
either directly or through one or more subsidiaries) in
substantially the same proportions as their ownership
immediately prior to such Business Combination of the
Outstanding Company Common Stock and the Outstanding
Company Voting Securities, as the case may be, (B) no Person
(excluding any entity resulting from such Business Combination
or any employee benefit plan (or related trust) of the Company
or such entity resulting from such Business Combination)
beneficially owns, directly or indirectly, fifty percent (50%) or
more of, respectively, the then-outstanding shares of common
stock (or, for a non-corporate entity, equivalent securities) of the
entity resulting from such Business Combination or the
combined voting power of

the then-outstanding voting securities of such entity, except to the extent that such
ownership existed prior to the Business Combination and (C) at least a majority of the
members of the board of directors (or, for a non-corporate entity, equivalent governing
body) of the entity resulting from such Business Combination were members of the
Incumbent Board at the time of the execution of the initial agreement or of the action of
the Board providing for such Business Combination; or
(iv)approval by the stockholders of the Company of a complete liquidation or dissolution of the
Company.
In construing this definition of Change in Control, a “Person” means any individual, entity or group within the
meaning of Section 13(d)(3) or 14(d)(2) of the Securities Exchange Act of 1934, as amended, other than employee
benefit plans sponsored or maintained by the Company and by entities controlled by the Company or an underwriter of
the stock of the Company in a registered public offering.
(e) Good Reason . “Good Reason” means, solely for purposes of this agreement, without your consent,
any of the following conditions:
(i)a material diminution in your annual base salary;
(ii)a material diminution in your title, position, duties, or responsibilities, or the assignment to you
of duties that are materially inconsistent with the scope of duties
and responsibilities associated with your position immediately
before the Change in Control;
(iii)a material diminution in the authority, duties, or responsibilities of the supervisor to whom you
are required to report;
(iv)a material diminution in the budget over which you retain authority;
(v)any requirement by the Company that you physically relocate from your current work location
to another work location 30 or more miles away; or
(vi)any other action or inaction that constitutes a material breach by us of our obligations under
this agreement;
so long as you notify us no later than 90 days after the existence of any of these conditions and we fail to cure the
condition within 30 days after receipt of the notice. Notwithstanding the foregoing, no Good Reason exists unless your
termination of employment occurs no later than one year after the initial existence of any condition listed in this Section
2(e).

3. Death; Disability . If your employment terminates by reason of death or “disability” (as defined under the
Company’s long-term disability plan then in effect) within 12 months after a Change in Control or otherwise, we shall
have no obligation to you or your legal representatives under this agreement, except for (a) payment of Accrued
Obligations (which we shall pay to you or your estate or beneficiary, as applicable, within the time period mandated by
applicable law after you die or become disabled); and (b) continuation coverage required under Code Section 4980B or
analogous state continuation coverage laws.
4. Exclusivity of Payments and Benefits . This agreement supersedes all prior agreements you may have with
us regarding compensation or benefits that may become payable in connection with a change in control of the Company
(whether or not the change in control constitutes a Change in Control), including any provision contained in any
employment agreement, offer letter, or change-in-control agreement. You acknowledge and agree that any payments
received pursuant to this agreement shall be in lieu of any payments the Company would otherwise make to you under
the Company’s general severance policy, as such policy may be revised, amended or administered from time to time.
Except as otherwise provided in this Section 4, nothing in this agreement will prevent or limit your continuing or future
participation in any Company plan, policy, or practice for which you may qualify.
5.

Limitation on Payments and Benefits .

(a) Tax Liability . You shall bear all expense of, and be solely responsible for, all federal, state, local,
or non-U.S. taxes due with respect to any payment received under this agreement, including, without limitation, any
excise tax imposed by Code Section 4999.
(b) Modified Cut-Back Rule . Notwithstanding anything to the contrary in this agreement, if any
payment or benefit to be paid under this agreement (“ Contract Payments ”), together with any other payment or benefit
that you have the right, in connection with a Change in Control or the termination of your employment, to receive from
us or from any entity that is a member of an “affiliated group” (as defined under Code Section 1504(a) without regard to
Code Section 1504(b)) of which we are a member, including, without limitation, any restricted stock, stock option, or
similar right, or the lapse or termination of any restriction on or the vesting or exercisability of any of the foregoing
(collectively with the Contract Payments, the “ Total Payments ”), constitutes an “excess parachute payment” (as defined
under Code Section 280G(b)), the Total Payments will be reduced to the extent necessary to prevent any portion of the
Total Payments from becoming nondeductible by the Company under Code Section 280G or subject to the excise tax
imposed under Code Section 4999 but only if, by reason of such reduction, the net after-tax benefit received by you will
exceed the net after-tax benefit that you would receive if no such reduction was made. For this purpose, “net after-tax
benefit” means (i) the total of all payments and the value of all benefits which you receive or are then entitled to receive
from the Company that would constitute “excess parachute payments” within the meaning of Code Section 280G, less
(ii) the amount of all federal, state, and local income taxes payable with respect to the foregoing calculated at the
maximum marginal income tax rate for each year in which the foregoing shall be paid to you (based on the rate in effect
for such year as set forth in the Code as in effect at the time of the first payment of the foregoing), less (iii) the

amount of excise taxes imposed with respect to the payments and benefits described in clause (i) above by Code Section
4999 (or any successor provision thereto), and any similar tax imposed by state or local law, and any interest or penalties
with respect to such excise tax.
(c) Determination Process . The determination of whether it is necessary to decrease the Total
Payments pursuant to Section 5(b) hereof must be made in good faith by a nationally recognized accounting firm (the “
Accounting Firm ”) selected by the Company. This determination, together with supporting calculations and
documentation, will be provided to the Company and you within forty-five (45) days after your final day of employment,
and will be conclusive and binding upon you and the Company, absent manifest error. In the event that the Accounting
Firm is serving as accountant or auditor for the individual, entity, or group effecting the Change in Control, we shall
appoint another nationally recognized accounting firm to make the determination required under this agreement (in
which case, that accounting firm will be referred to as the “Accounting Firm” under this agreement). We shall bear all
fees of the Accounting Firm. If a reduction in the Total Payments is necessary, reduction shall occur in the following
order: (A) by first reducing or eliminating the portion of the Total Payments which are not payable in cash and are not
attributable to equity awards (other than that portion of the Total Payments subject to clause (C) hereof), (B) then by
reducing or eliminating cash payments (other than that portion of the Total Payments subject to clause (C) hereof), (C)
then by reducing or eliminating the portion of the Payments which are not payable in cash and are attributable to equity
awards, and (D) then by reducing or eliminating the portion of the Payments (whether payable in cash or not payable in
cash) to which Treasury Regulation § 1.280G-1 Q/A 24(c) (or successor thereto) applies, in each case in reverse order
beginning with payments or benefits which are to be paid the farthest in time.
6.

Section 409A Compliance .
(a)

This agreement is intended to comply with, or otherwise be exempt from, Code Section 409A.

(b) We shall undertake to administer, interpret, and construe this agreement in a manner that does not
result in the imposition on you of any additional tax, penalty, or interest under Code Section 409A.
(c) If the Company determines in good faith that any provision of this agreement would cause you to
incur an additional tax, penalty, or interest under Code Section 409A, the Company and you shall use reasonable efforts
to reform such provision, if possible, in a mutually agreeable fashion to maintain to the maximum extent practicable the
original intent of the applicable provision without violating the provisions of Code Section 409A or causing the
imposition of such additional tax, penalty, or interest under Code Section 409A.
(d) The preceding provisions, however, will not be construed as a guarantee by the Company of any
particular tax effect to you under this agreement. We shall not be liable to you for any payment or benefit paid under this
agreement that is determined to result in an additional tax, penalty, or interest under Code Section 409A, nor for
reporting in good faith any

payment or benefit made under this agreement as an amount includible in gross income under Code Section 409A.
(e) Any reimbursement of expenses of or any provision of in-kind benefits to you, as specified under
this agreement, is subject to the following conditions: (i) the expenses eligible for reimbursement or the amount of inkind benefits provided in one taxable year do not affect the expenses eligible for reimbursement or the amount of in-kind
benefits provided in any other taxable year, except for any medical reimbursement arrangement providing for the
reimbursement of expenses referred to in Code Section 105(b); (ii) we shall reimburse an eligible expense no later than
the end of the year after the year in which you incurred the expense; and (iii) the right to reimbursement or in-kind
benefits is not subject to liquidation or exchange for another benefit.
(f) “Termination of employment,” “resignation,” or words of similar import, as used in this agreement
means your “separation from service” (as defined under Code Section 409A) for purposes of any payment or benefit
under this agreement that is a payment of deferred compensation subject to Code Section 409A.
(g) If a payment obligation under this agreement arises on account your separation from service while
you are a “specified employee” (as defined under Code Section 409A and determined in good faith by the Board), any
payment of “deferred compensation” (as defined under Treasury regulation Section 1.409A-1(b)(1), after giving effect to
the exemptions in Treasury regulation Sections 1.409A-1(b)(3) through (b)(12)) that is scheduled to be paid within 6
months after your separation from service will accrue without interest and will be paid within 15 days after the end of
the 6-month period beginning on the date of your separation from service or, if earlier, within 15 days after the
appointment of the personal representative or executor of your estate following your death.
(h) Whenever a payment under this agreement specifies a payment period with reference to a number
of days (e.g., “payment shall be made within thirty (30) days following the Termination Date”), the actual date of
payment within the specified period shall be within the sole discretion of the Company. If under this agreement, an
amount is paid in two or more installments, each installment shall be treated as a separate payment.
7. Successors . This agreement is personal to you and may not be assigned other than by will or the laws of
descent and distribution without our prior written consent. This agreement inures to the benefit of and is enforceable by
your representatives. Likewise, this agreement inures to the benefit of and is binding upon the Company and its
successors and assigns. The Company shall require any successor (whether direct or indirect, by purchase, merger,
consolidation, or otherwise) to all or substantially all of the business and/or assets of the Company expressly to assume
and agree to perform this agreement in the same manner and to the same extent that the Company would have been
required to perform it if no such succession had taken place. As used in this agreement, the term “Company” shall mean
both the Company as defined above and any such successor.

8. Notices . All notices and other communications hereunder must be in writing and must be given by hand
delivery to the other party or by registered or certified mail, return receipt requested, postage prepaid, addressed as
follows:
If to the employee:
To the Company’s address of record for the employee.
If to the Company:
Halozyme Therapeutics, Inc.
Attention: Chief Financial Officer/Chair of Compensation Committee
11388 Sorrento Valley Road
San Diego, California 92121
or to any other address as either party shall have furnished to the other in writing in accordance with this Section 8.
Notice is effective when actually received by the addressee.
9. Severability . The invalidity or unenforceability of any provision of this agreement will not affect the
validity or enforceability of any other provision of this agreement.
10. Withholding . We may withhold from any amount payable under this agreement federal, state, local, or
non-U.S. taxes required to be withheld under applicable law.
11. Amendment; Waiver . No provision of this agreement may be modified, waived, or discharged except by a
writing signed by both parties. The failure of either party to insist upon strict compliance with any provision of this
agreement or assert any right either party may have hereunder does not constitute a waiver of the provision or right
under this agreement.
12. Applicable Law . This agreement is governed by the laws of the State of California, without reference to
principles of conflict of laws, as these laws are applied to agreements between California residents entered into and to be
performed entirely within the State of California.
13. Counterparts . This agreement may be executed in two or more counterparts and via facsimile, each being
an original and all of which, when taken together, is deemed one instrument.
14.

Termination . This agreement shall terminate on the earliest of:
(a) the date your employment terminates, if your employment is terminated or you resign (i) prior to a
Change in Control, or (ii) on or after a Change in Control, other than by the Company without Cause
or due to your resignation for Good Reason;
(b) at the end of the 12 month period after a Change in Control, unless your employment has been
terminated within such 12 month period by the Company without Cause or due to your resignation for
Good Reason; or

(c) upon satisfaction of all of the Company's obligations under this agreement, if your employment has
been terminated within the 12 month period after a Change in Control by the Company without Cause
or due to your resignation for Good Reason.
[ Signature page follows ]

The parties are signing this Change in Control Agreement on the date stated in the introductory clause.
HALOZYME THERAPEUTICS, INC.

By:
Name:
Title:

EMPLOYEE

[Employee Name]

EXHIBIT 10.45
AIR COMMERCIAL REAL ESTATE ASSOCIATION
STANDARD INDUSTRIAL/COMMERCIAL SINGLE-TENANT LEASE -- GROSS
(DO NOT USE THIS FORM FOR MULTI-TENANT BUILDINGS)
1. Basic Provisions ("Basic Provisions").
1.1 Parties: This Lease ("Lease"), dated for reference purposes only October 24, 2012 is made by and between Cal-Sorrento, Ltd.,
a California limited partnership ("Lessor") and Halozyme Therapeutics, Inc., a Delaware corporation and Halozyme, Inc., a
California corporation ("Lessee"), (collectively the "Parties," or individually a "Party").
1.2 Premises: That certain real property, including all improvements therein or to be provided by Lessor under the terms of this
Lease, and commonly known as 11436 Sorrento Valley Road located in the County of San Diego, State of California and generally
described as (describe briefly the nature of the property and, if applicable, the "Project", if the property is located within a Project)
18,000 square foot office - R&D Building, excluding the warehouse ("Premises"). (See also Paragraph 2)
1.3 Term: Approximately 5 years and 0 months ("Original Term") commencing See Addendum and Work Letter
("Commencement Date") and ending the date that is 60 months following the Commencement Date, unless, however, such date is
not the last day of a calendar month, in which event the Original Term shall end on the last day of the calendar month in which such
date occurs ("Expiration Date"). (See also Paragraph 3)
1.4 Early Possession: If the Premises are available Lessee may have non-exclusive possession of the Premises commencing upon
substantial completion of tenant improvements ("Early Possession Date"). (See also Paragraphs 3.2 and 3.3)
1.5 Base Rent: $24,300.00 per month ("Base Rent"), payable on the first day of each month commencing (See also Paragraph 4)
X If this box is checked, there are provisions in this Lease for the Base Rent to be adjused. See Addendum.
1.6 Base Rent and Other Monies Paid Upon Execution:
(a) Base Rent: $24,300.00 for the period first twelve months' base rent before abatement
(b) Security Deposit: $27,253.80 ("Security Deposit"). (See also Paragraph 5)
(c) Association Fees: None
(d) Other: None
(e) Total Due Upon Execution of this Lease: $27,253.80
1.7 Agreed Use: The premises shall be used for general office use and any other legally permitted uses reasonably acceptable to
Lessor, including, but not limited to labs and pharmaceutical research and development and other ancillary or related uses. (See also
Paragraph 6)
1.8 Insuring Party: Lessor is the "Insuring Party". The annual "Base Premium" is $1,985.00 (See also Paragraph 8)
1.9 Real Estate Brokers: (See also Paragraph 15 and 25)
(a) Representation: The following real estate brokers (the "Brokers") and brokerage relationships exist in this transaction (check
applicable boxes):

X Cassidy Turley San Diego (Andy Irwin) represents Lessor exclusively (“Lessor’s Broker”);
X Cassidy Turley San Diego (Dave Odmark) represents Lessee exclusively (“Lessee’s Broker”);
__ _______________________represents both Lessor and Lessee (“Dual Agency”).
(b) Payment to Brokers: Lessor shall pay to the Brokers for the brokerage services rendered by the Brokers the fee agreed to in the
attached separate written agreement.
1.10 Guarantor. The obligations of the Lessee under this Lease are to be guaranteed by ________("Guarantor") (See also
Paragraph 37)
1.11 Attachments, Attached hereto are the following, all of which constitute a part of this Lease:
X an Addendum consisting of Paragraphs 51 through 59
__ a plot plan depicting the Premises;
__ a current set of the Rules and Regulations;
X a Work Letter;
__ other (specify):____________________________
2. Premises.
2.1 Letting. Lessor hereby leases to Lessee, and Lessee hereby leases from Lessor, the Premises, for the term, at the rental, and
upon all of the terms, covenants and conditions set forth in this Lease. While the approximate square footage of the Premises may
have been used in the marketing of the Premises for purposes of comparison, the Base Rent stated herein is NOT tied to square
footage and is not subject to adjustment should the actual size be determined to be different. Note: Lessee is advised to verify the
actual size prior to executing this Lease.
2.2 Condition. Lessor shall deliver the Premises to Lessee broom clean and free of debris on the Commencement Date or the
Early Possession Date, whichever first occurs ("Start Date"), and, so long as the required service contracts described in Paragraph
7.1(b) below are obtained by Lessee and in effect within thirty days following the Start Date, warrants to the best of its knowledge,
without any duty of inquiry or the imputation of constructive notice, that the existing electrical, plumbing, fire sprinkler, lighting,
heating, ventilating and air conditioning systems "HVAC"), loading doors, sump pumps, if any, and all other such elements in the
Premises, other than those constructed by Lessee, shall be in good operating condition on said date and that the surface and
structural elements of the roof, bearing walls and foundation of any buildings on the Premises (the "Building") shall be free of
material defects, and that the Unit does not contain hazardous levels of any mold or fungi defined as toxic under applicable state or
federal law. If a non-compliance with said warranty exists as of the Start Date, or if one of such systems or elements should
malfunction or fail within the appropriate warranty period, Lessor shall, as Lessor’s sole obligation with respect to such matter,
except as otherwise provided in this Lease, promptly after receipt of written notice from Lessee setting forth with specificity the
nature and extent of such non-compliance, malfunction or failure, rectify same at Lessor's expense. The warranty periods shall be as
follows: (1) 6 months as to the HVAC systems, and (ii) 30 days as to the remaining systems and other elements of the Building. If
Lessee does not give Lessor the required notice within the appropriate warranty period, correction of any such non-compliance,
malfunction or failure shall be the obligation of

Lessee at Lessee's sole cost and expense, except for the roof, foundations, and bearing walls which are handled as provided in
paragraph 7.
2.3 Compliance. Lessor warrants that to the best of its knowledge, without any duty of inquiry or the imputation of constructive
notice, the improvements on the Premises, except to the extent designed, constructed and/or installed by Lessee pursuant to the
Work Letter, comply with the building codes, applicable laws, covenants or restrictions of record, regulations, and ordinances
("Applicable Requirements") that were in effect at the time that each improvement, or portion thereof, was constructed. Said
warranty does not apply to the use to which Lessee will put the Premises, modifications which may be required by the Americans
with Disabilities Act or any similar laws as a result of Lessee's use (see Paragraph 50), or to any Alterations or Utility Installations
(as defined in Paragraph 7.3(a)) made or to be made by Lessee. NOTE: Lessee is responsible for determining whether or not the
Applicable Requirements, and especially the zoning, are appropriate for Lessee's intended use, and acknowledges that past uses of
the Premises may no longer be allowed. If the Premises do not comply with said warranty, Lessor shall, except as otherwise
provided, promptly after receipt of written notice from Lessee setting forth with specificity the nature and extent of such noncompliance, rectify the same at Lessor's expense. If Lessee does not give Lessor written notice of a non-compliance with this
warranty within 6 months following the Start Date, correction of that non-compliance shall be the obligation of Lessee at Lessee's
sole cost and expense. If the Applicable Requirements are hereafter changed so as to require during the term of this Lease the
construction of an addition to or an alteration of the Premises and/or Building, the remediation of any Hazardous Substance, or the
reinforcement or other physical modification of the Unit, Premises and/or Building ("Capital Expenditure"), Lessor and Lessee
shall allocate the cost of such work as follows:
(a) Subject to Paragraph 2.3(c) below, if such Capital Expenditures are required as a result of the specific and unique use of
the Premises by Lessee as compared with uses by tenants in general, Lessee shall be fully responsible for the cost thereof, provided,
however that if such Capital Expenditure is required during the last 2 years of this Lease and the cost thereof exceeds 6 months'
Base Rent, Lessee may instead terminate this Lease unless Lessor notifies Lessee, in writing, within10 days after receipt of Lessee's
termination notice that Lessor has elected to pay the difference between the actual cost thereof and an amount equal to 6 months'
Base Rent, If Lessee elects termination, Lessee shall immediately cease the use of the Premises which requires such Capital
Expenditure and deliver to Lessor written notice specifying a termination date at least 90 days thereafter. Such termination date
shall, however, in no event be earlier than the last day that Lessee could legally utilize the Premises without commencing such
Capital Expenditure.
(b) If such Capital Expenditure is not the result of the specific and unique use of the Premises by Lessee (such as,
governmentally mandated seismic modifications), then Lessor shall pay for such Capital Expenditure and Lessee shall only be
obligated to pay, each month during the remainder of the term of this Lease or any extension thereof, on the date that on which the
Base Rent is due, an amount equal to 1/144th of the portion of such costs reasonably attributable to the Premises. Lessee shall pay
interest on the balance but may prepay its obligation at any time. If, however, such Capital Expenditure is required during the last 2
years of this Lease or if Lessor reasonably determines that it is not economically feasible to pay its share thereof, Lessor shall have
the option to terminate this Lease upon 90 days prior written notice to Lessee unless Lessee notifies Lessor, in writing, within 10
days after receipt of Lessor's termination notice that Lessee will pay for such Capital Expenditure. If Lessor does not elect to
terminate and fails to tender its share of any such Capital Expenditure, Lessee may advance such funds and deduct same, with
Interest, from Rent until Lessor's share of such costs have been fully paid. If Lessee is unable

to finance Lessor's share, or if the balance of the Rent due and payable for the remainder of this Lease is not sufficient to fully
reimburse Lessee on an offset basis, Lessee shall have the right to terminate this Lease upon 30 days written notice to Lessor.
Lessee shall not be liable for any amounts greater than $10,000.00 in the aggregate in a single calendar year for Capital
Expenditures that are not the result of Lessee's specific and unique use of the Premises.
(c) Notwithstanding the above, the provisions concerning Capital Expenditures are intended to apply only to non-voluntary,
unexpected, and new Applicable Requirements. If the Capital Expenditures are instead triggered by Lessee as a result of an actual
or proposed change in use, change in intensity of use, or modification to the Premises then, and in that event, Lessee shall either: (i)
immediately cease such changed use or intensity of use and/or take such other steps as may be necessary to eliminate the
requirement for such Capital Expenditure, or (ii) complete such Capital Expenditure at its own expense. Lessee shall not, however,
have any right to terminate this Lease.
2.4 Acknowledgments. Lessee acknowledges that: (a) it has been advised by Lessor and/or Brokers to satisfy itself with respect to
the size and condition of the Premises (including but not limited to the electrical, HVAC and fire sprinkler systems, security,
environmental aspects, and compliance with Applicable Requirements and the Americans with Disabilities Act), and their
suitability for Lessee's intended use, subject to satisfactory completion of Lessor's Work, as defined in the Work Letter; (b) it is not
relying on any representation as to the size of the Premises made by Brokers or Lessor; (c) the square footage of the Premises was
not material to Lessee's decision to lease the Premises and pay the Rent stated herein, and (d) neither Lessor, Lessor's agents, have
made any oral or written representations or warranties with respect to said matters other than as set forth in this Lease.
2.5 Lessee as Prior Owner/Occupant. The warranties made by Lessor in Paragraph 2 shall be of no force or effect if immediately
prior to the Start Date Lessee was the owner or occupant of the Premises. In such event, Lessee shall be responsible for any
necessary corrective work.
3. Term.
3.1 Term. The Commencement Date, Expiration Date and Original Term of this Lease are as specified in Paragraph 1.3.
3.2 Early Possession. Any provision herein granting Lessee Early Possession of the Premises is subject to and conditioned upon
the Premises being available for such possession prior to the Commencement Date. Any grant of Early Possession only conveys a
non-exclusive right to occupy the Premises. If Lessee totally or partially occupies the Premises prior to the Commencement Date,
the obligation to pay Base Rent shall be abated for the period of such Early Possession. All other terms of this Lease (including but
not limited to the obligations to pay Real Property Taxes and insurance premiums and to maintain the Premises) shall be in effect
during such period. Any such Early Possession shall not affect the Expiration Date.
3.3 Delay in Possession. [SEE WORK LETTER]
3.4 Lessee Compliance. Lessor shall not be required to deliver possession of the Premises to Lessee until Lessee complies with its
obligation to provide evidence of insurance (Paragraph 8.5). Pending delivery of such evidence, Lessee shall be required to perform
all of its obligations under this Lease from

and after the Start Date, including the payment of Rent, notwithstanding Lessor's election to withhold possession pending receipt of
such evidence of insurance. Further, if Lessee is required to perform any other conditions prior to or concurrent with the Start Date,
the Start Date shall occur but Lessor may elect to withhold possession until such conditions are satisfied.
4. Rent.
4.1. Rent Defined. All monetary obligations of Lessee to Lessor under the terms of this Lease (except for the Security Deposit)
are deemed to be rent ("Rent").
4.2 Payment. Lessee shall cause payment of Rent to be received by Lessor in lawful money of the United States, without offset
or deduction (except as specifically permitted in this Lease), on or before the day on which it is due. All monetary amounts shall be
rounded to the nearest whole dollar. In the event that any invoice prepared by Lessor is inaccurate such inaccuracy shall not
constitute a waiver and Lessee shall be obligated to pay the amount set forth in this Lease. Rent for any period during the term
hereof which is for less than one full calendar month shall be prorated based upon the actual number of days of said month.
Payment of Rent shall be made to Lessor at its address stated herein or to such other persons or place as Lessor may from time to
time designate in writing. Acceptance of a payment which is less than the amount then due shall not be a waiver of Lessor's rights
to the balance of such Rent, regardless of Lessor's endorsement of any check so stating. In the event that any check, draft, or other
instrument of payment given by Lessee to Lessor is dishonored for any reason, Lessee agrees to pay to Lessor the sum of $25 in
addition to any Late Charge and Lessor, at its option, may require all future payments to be made by Lessee to be by cashier's
check. Payments will be applied first to accrued late charges and attorney's fees, second to accrued interest, then to Base Rent,
Insurance and Real Property Taxes, and any remaining amount to any other outstanding charges or costs.
4.3 Association Fees. In addition to the Base Rent, Lessee shall pay to Lessor each month an amount equal to any owner's
association or condominium fees levied or assessed against the Premises. Said monies shall be paid at the same time and in the
same manner as the Base Rent.
5. Security Deposit. Lessee shall deposit with Lessor upon execution hereof the Security Deposit as security for Lessee's faithful
performance of its obligations under this Lease. If Lessee fails to pay Rent, or otherwise Defaults under this Lease, Lessor may use,
apply or retain all or any portion of said Security Deposit for the payment of any amount already due Lessor, for Rents which will
be due in the future, and/ or to reimburse or compensate Lessor for any liability, expense, loss or damage which Lessor may suffer
or incur by reason thereof. If Lessor uses or applies all or any portion of the Security Deposit, Lessee shall within 10 days after
written request therefor deposit monies with Lessor sufficient to restore said Security Deposit to the full amount required by this
Lease. If the Base Rent increases during the term of this Lease, Lessee shall, upon written request from Lessor, deposit additional
monies with Lessor so that the total amount of the Security Deposit shall at all times bear the same proportion to the increased Base
Rent as the initial Security Deposit bore to the initial Base Rent. Should the Agreed Use be amended to accommodate a material
change in the business of Lessee or to accommodate a sublessee or assignee, Lessor shall have the right to increase the Security
Deposit to the extent necessary, in Lessor's reasonable judgment, to account for any increased wear and tear that the Premises may
suffer as a result thereof. If a

change in control of Lessee occurs during this Lease and following such change the financial condition of Lessee is, in Lessor's
reasonable judgment, significantly reduced, Lessee shall deposit such additional monies with Lessor as shall be sufficient to cause
the Security Deposit to be at a commercially reasonable level based on such change in financial condition. Lessor shall not be
required to keep the Security Deposit separate from its general accounts. Within 90 days after the expiration or termination of this
Lease, Lessor shall return that portion of the Security Deposit not used or applied by Lessor. No part of the Security Deposit shall
be considered to be held in trust, to bear interest or to be prepayment for any monies to be paid by Lessee under this Lease.
6. Use.
6.1 Use. Lessee shall use and occupy the Premises only for the Agreed Use, and for no other purpose. Lessee shall not use or
permit the use of the Premises in a manner that is unlawful, creates damage, waste or a nuisance, or that disturbs occupants of or
causes damage to neighboring premises or properties. Other than guide, signal, seeing eye dogs and a vivarium, Lessee shall not
keep or allow in the Premises any pets, animals, birds, fish, or reptiles. Lessor shall not unreasonably withhold or delay its consent
to any written request for modification of the Agreed Use, so long as the same will not impair the structural integrity of the
improvements Lessor shall within 7 days after such request give written notification of same, which notice shall include an
explanation of Lessor’s objections to the change in the Agreed Use.
6.2 Hazardous Substances.
(a) Reportable Uses Require Consent. The term "Hazardous Substance" as used in this Lease shall mean any product,
substance, or waste whose presence, use, manufacture, disposal, transportation, or release, either by itself or in combination with
other materials expected to be on the Premises, is either: (i) potentially injurious to the public health, safety or welfare, the
environment or the Premises, (ii) regulated or monitored by any governmental authority, or (iii) a basis for potential liability of
Lessor to any governmental agency or third party under any applicable statute or common law theory. Hazardous Substances shall
include, but not be limited to, hydrocarbons, petroleum, gasoline, and/or crude oil or any products, by-products or fractions thereof.
Lessee shall not engage in any activity in or on the Premises which constitutes a Reportable Use of Hazardous Substances without
the express prior written consent of Lessor and timely compliance (at Lessee's expense) with all Applicable Requirements.
"Reportable Use" shall mean (i) the installation or use of any above or below ground storage tank, (ii) the generation, possession,
storage, use, transportation, or disposal of a Hazardous Substance that requires a permit from, or with respect to which a report,
notice, registration or business plan is required to be filed with, any governmental authority, and/or (iii) the presence at the
Premises of a Hazardous Substance with respect to which any Applicable Requirements requires that a notice be given to persons
entering or occupying the Premises or neighboring properties. Notwithstanding the foregoing, Lessee may use any ordinary and
customary materials reasonably required to be used in the normal course of the Agreed Use, ordinary office supplies (copier toner,
liquid paper, glue, etc.) and common household cleaning materials, so long as such use is incompliance with all Applicable
Requirements, is not a Reportable Use, and does not expose the Premises or neighboring property to any meaningful risk of
contamination or damage or expose Lessor to any liability therefore. In addition, Lessor may condition its consent to any
Reportable Use upon receiving such additional assurances as Lessor reasonably deems necessary to protect itself, the

public, the Premises and/or the environment against damage, contamination, injury and/or liability, including, but not limited to, the
installation (and removal on or before Lease expiration or termination) of protective modifications (such as concrete encasements)
and/or increasing the Security Deposit.
(b) Duty to Inform Lessor. If Lessee knows, or has reasonable cause to believe, that a Hazardous Substance has come to be
located in, on, under or about the Premises, other than as previously consented to by Lessor, Lessee shall immediately give written
notice of such fact to Lessor, and provide Lessor with a copy of any report, notice, claim or other documentation which it has
concerning the presence of such Hazardous Substance.
(c) Lessee Remediation. Lessee shall not cause or permit any Hazardous Substance to be spilled or released in, on, under,
or about the Premises (including through the plumbing or sanitary sewer system) and shall promptly, at Lessee's expense, comply
with all Applicable Requirements and take all investigatory and/or remedial action reasonably recommended, whether or not
formally ordered or required, for the cleanup of any contamination of, and for the maintenance, security and/or monitoring of the
Premises or neighboring properties, that was caused or materially contributed to by Lessee, or pertaining to or involving any
Hazardous Substance brought onto the Premises during the term of this Lease, by or for Lessee, or Lessee’s employees, agents,
contractors, representatives, licensees, or invitees.
(d) Lessee Indemnification. Lessee shall indemnify, defend and hold Lessor, its agents, employees, lenders and ground
lessor, if any, harmless from and against any and all loss of rents and/or damages, liabilities, judgments, claims, expenses, penalties,
and attorneys' and consultants' fees arising out of or involving any Hazardous Substance brought onto the Premises by or for
Lessee, or any of Lessee's employees, agents, contractors, representatives, licensees, or invitees (provided, however, that Lessee
shall have no liability under this Lease with respect to underground migration of any Hazardous Substance under the Premises from
adjacent properties not caused or contributed to by Lessee). Lessee's obligations shall include, but not be limited to, the effects of
any contamination or injury to person, property or the environment created or suffered by Lessee, and the cost of investigation,
removal, remediation, restoration and/or abatement, and shall survive the expiration or termination of this Lease. No termination,
cancellation or release agreement entered into by Lessor and Lessee shall release Lessee from its obligations under this Lease with
respect to Hazardous Substances, unless specifically so agreed by Lessor in writing at the time of such agreement.
(e) Lessor Indemnification. Lessor and its successors and assigns shall indemnify, defend, reimburse and hold Lessee, its
employees and lenders, harmless from and against any and all environmental damages, including the cost of remediation, which
result from Hazardous Substances which existed on the Premises prior to Lessee's occupancy or which are caused by the negligence
or willful misconduct of Lessor, its agents or employees. Lessor's obligations, as and when required by the Applicable
Requirements, shall include, but not be limited to, the cost of investigation, removal, remediation, restoration and/or abatement, and
shall survive the expiration or termination of this Lease.
(f) Investigations and Remediations. Lessor shall retain the responsibility and pay for any investigations or remediation
measures required by governmental entities having jurisdiction with respect to the existence of Hazardous Substances on the
Premises prior to Lessee's occupancy, unless such

remediation measure is required as a result of Lessee's use (including "Alterations", as defined in paragraph 7.3(a) below) of the
Premises, in which event Lessee shall be responsible for such payment. Lessee shall cooperate fully in any such activities at the
request of Lessor, including allowing Lessor and Lessor's agents to have reasonable access to the Premises at reasonable tines in
order to carry out Lessor's investigative and remedial responsibilities.
6.3 Lessee's Compliance with Applicable Requirements. Except as otherwise provided in this Lease, Lessee shall, at Lessee's
sole expense, fully, diligently and in a timely manner, materially comply with all Applicable Requirements, the requirements of any
applicable fire insurance underwriter or rating bureau, and the recommendations of Lessor's engineers and/or consultants which
relate in any manner to the such Requirements, without regard to whether such Requirements are now in effect or become effective
after the Start Date. Lessee shall, within 10 days after receipt of Lessor's written request, provide Lessor with copies of all permits
and other documents, and other information evidencing Lessee's compliance with any Applicable Requirements specified by
Lessor, and shall immediately upon receipt, notify Lessor in writing (with copies of any documents involved) of any threatened or
actual claim, notice, citation, warning, complaint or report pertaining to or involving the failure of Lessee or the Premises to comply
with any Applicable Requirements. Likewise, Lessee shall immediately give written notice to Lessor of: (i) any water damage to
the Premises and any suspected seepage, pooling, dampness or other condition conducive to the production of mold; or (ii) any
mustiness or other odors that might indicate the presence of mold in the Premises.
6.4 Inspection; Compliance. Lessor and Lessor's "Lender" (as defined in Paragraph 30) and consultants shall have the right to
enter into Premises at any time, in the case of an emergency, and otherwise at reasonable times after reasonable notice, for the
purpose of inspecting the condition of the Premises and for verifying compliance by Lessee with this Lease. The cost of any such
inspections shall be paid by Lessor, unless a violation of Applicable Requirements or a Hazardous Substance Condition (see
paragraph 9.1) is found to exist or be imminent, or the inspection is requested or ordered by a governmental authority. In such case,
Lessee shall upon request reimburse Lessor for the cost of such inspection, so long as such inspection is reasonably related to the
violation or contamination. In addition, Lessee shall provide copies of all relevant material safety data sheets (MSDS) to Lessor
within 10 days of the receipt of a written request therefor.
7. Maintenance; Repairs; Utility Installations; Trade Fixtures and Alterations.
7.1 Lessee's Obligations.
(a) In General. Subject to the provisions of Paragraph 2.2 (Condition), 2.3 (Compliance), 6.3 (Lessee's Compliance with
Applicable Requirements), 7.2 (Lessor's Obligations), 9 (Damage or Destruction), and 14(Condemnation), Lessee shall, at Lessee's
sole expense, keep the Premises, Utility Installations (intended for Lessee's exclusive use, no matter where located), and Alterations
in good order, condition and repair (whether or not the portion of the Premises requiring repairs, or the means of repairing the same,
are reasonably or readily accessible to Lessee, and whether or not the need for such repairs occurs as a result of Lessee's use, any
prior use, the elements or the age of such portion of the Premises), including, but not limited to, all equipment or facilities, such as
plumbing, HVAC equipment,

electrical, lighting facilities, boilers, pressure vessels, fire protection system, fixtures, walls (interior and exterior), ceilings, floors,
windows, doors, plate glass, skylights, landscaping, driveways, parking lots, fences, retaining walls, signs, sidewalks and parkways
located in, on, or adjacent to the Premises. Lessee is also responsible for keeping the roof and roof drainage clean and free of
debris. Lessor shall keep the surface and structural elements of the roof, foundations, and bearing walls in good repair (see
paragraph 7.2). Lessee, in keeping the Premises in good order, condition and repair, shall exercise and perform good maintenance
practices, specifically including the procurement and maintenance of the service contracts required by Paragraph 7.1(b) below.
Lessee's obligations shall include restorations, or renewals when necessary to keep the Premises and all improvements thereon or a
part thereof in good order, condition and state of repair. Lessee shall, during the term of this Lease, keep the exterior appearance of
the Building in a first-class condition (including, e.g. graffiti removal) consistent with the exterior appearance of other similar
facilities of comparable age and size in the vicinity, including, when necessary, the exterior repainting of the Building.
(b) Service Contracts. Lessee shall, at Lessee's sole expense, procure and maintain contracts, with copies to Lessor, in
customary form and substance for, and with contractors specializing and experienced in the maintenance of the following
equipment and improvements, if any, if and when installed on the Premises: (i) HVAC equipment, (ii) boiler, and pressure vessels,
(iii) fire extinguishing systems, including fire alarm and/or smoke detection, (iv) landscaping and irrigation systems, and (v)
clarifiers. However, Lessor reserves the right, upon notice to Lessee, to procure and maintain any or all of such service contracts,
and Lessee shall reimburse Lessor upon demand, for the cost thereof.
(c) Failure to Perform. If Lessee fails to perform Lessee’s obligations under this Paragraph 7.1, Lessor may enter upon the
Premises after 10 days’ prior written notice to Lessee (except in the case of an emergency, in which case no notice shall be
required), perform such obligations on Lessee’s behalf, and put the premises in good order, condition and repair, and Lessee shall
promptly pay to Lessor a sum equal to 115% of the cost thereof.
7.2 Lessor's Obligations. Subject to the provisions of Paragraphs 2,2 (Condition), 2.3 (Compliance), 9 (Damage or Destruction)
and 14 (Condemnation), it is intended by the Parties hereto that Lessor have no obligation, in any manner whatsoever, to repair and
maintain the Premises, or the equipment therein, all of which obligations are intended to be that of the Lessee, except for the
surface and structural elements of the roof, foundations and bearing walls, the repair of which shall be the responsibility of Lessor
upon receipt of written notice that such a repair is necessary. It is the intention of the Parties that the terms of this Lease govern the
respective obligations of the Parties as to maintenance and repair of the Premises, and they expressly waive the benefit of any
statute now or hereafter in effect to the extent it is inconsistent with the terms of this Lease.
7.3 Utility Installations; Trade Fixtures; Alterations.
(a) Definitions. The term "Utility Installations" refers to all floor and window coverings, air and/or vacuum lines, power
panels, electrical distribution, security and fire protection systems, communication cabling, lighting fixtures, HVAC equipment,
plumbing, and fencing in or on the Premises. The term "Trade Fixtures" shall mean Lessee's machinery and equipment that can be
removed without

doing material damage to the Premises. The term "Alterations" shall mean any modification of the improvements after the
Commencement Date, other than Utility Installations, the Improvements, or Trade Fixtures, whether by addition or deletion.
"Lessee Owned Alterations and/or Utility Installations" are defined as Alterations and/or Utility Installations made by Lessee that
are not yet owned by Lessor pursuant to Paragraph 7.4(a).
(b) Consent. Lessee shall not make any Alterations or Utility Installations to the Premises without Lessor's prior written
consent. Lessee may, however, make non-structural Alterations or Utility Installations to the interior of the Premises (excluding the
roof) without such consent but upon notice to Lessor, as long as they are not visible from the outside, do not involve puncturing,
relocating or removing the roof or any existing walls, will not affect the electrical, plumbing, HVAC, and/or life safety systems,
and the cumulative cost thereof during this Lease as extended does not exceed a sum equal to 3 month's Base Rent in the aggregate
or a sum equal to one month's Base Rent in any one year. Notwithstanding the foregoing, Lessee shall not make or permit any roof
penetrations and/or install anything on the roof without the prior written approval of Lessor. Lessor may, as a precondition to
granting such approval, require Lessee to utilize a contractor chosen and/or approved by Lessor. Any Alterations or Utility
Installations that Lessee shall desire to make and which require the consent of the Lessor shall be presented to Lessor in written
form with detailed plans. Consent shall be deemed conditioned upon Lessee's: (i) acquiring all applicable governmental permits, (ii)
furnishing Lessor with copies of both the permits and the plans and specifications prior to commencement of the work, and (iii)
compliance with all conditions of said permits and other Applicable Requirements in a prompt and expeditious manner, Any
Alterations or Utility Installations shall be performed in a workmanlike manner with good and sufficient materials. Lessee shall
promptly upon completion furnish Lessor with as-built plans and specifications. For work which costs an amount in excess of one
month's Base Rent, Lessor may condition its consent upon Lessee providing a lien and completion bond in an amount equal to
110% of the estimated cost of such Alteration or Utility Installation and/or upon Lessee's posting an additional Security Deposit
with Lessor.
(c) Liens; Bonds. Lessee shall pay, when due, all claims for labor or materials furnished or alleged to have been furnished
to or for Lessee at or for use on the Premises, which claims are or may be secured by any mechanic's or materialmen's lien against
the Premises or any interest therein. Lessee shall give Lessor not less than 10 days notice prior to the commencement of any work
in, on or about the Premises, and Lessor shall have the right to post notices of non-responsibility. If Lessee shall contest the validity
of any such lien, claim or demand, then Lessee shall, at its sole expense defend and protect itself, Lessor and Lessor's successors,
assigns, officers, directors, shareholders, members, partners, participants, affiliates, trustees, beneficiaries, subsidiaries,
representatives and agents (collectively the "Lessor Parties") and the Premises against the same and shall pay and satisfy any such
adverse judgment that may be rendered thereon before the enforcement thereof. If Lessor shall require, Lessee shall furnish a surety
bond in an amount equal to 150% of the amount of such contested lien, claim or demand, indemnifying Lessor, the Lessor Parties
and the Premises against liability for the same. If Lessor elects to participate in any such action, Lessee shall pay Lessor's attorneys'
fees and costs.
7.4 Ownership; Removal; Surrender; and Restoration.

(a) Ownership. Subject to Lessor's right to require removal or elect ownership as hereinafter provided, all Alterations and
Utility Installations made by Lessee shall be the property of Lessee, but considered a part of the Premises. Lessor may, at any time,
elect in writing to be the owner of all or any specified part of the Lessee Owned Alterations and Utility Installations. Unless
otherwise instructed per paragraph 7.4(b) hereof, all Lessee Owned Alterations and Utility Installations shall, at the expiration or
termination of this Lease, become the property of Lessor and be surrendered by Lessee with the Premises.
(b) Removal. By delivery to Lessee of written notice from Lessor not earlier than 90 and not later than 30 days prior to the
end of the term of this Lease, Lessor may require that any or all Lessee Owned Alterations or Utility Installations be removed by
the expiration or termination of this Lease. This right to request removal shall not apply to Lessee Owned Alterations and Utility
Installations consented to by Lessor unless at the time of consenting Lessor specifies it will require any such alterations to be
removed at the end of the Lease term. Lessor may require the removal at any time of all or any part of any Lessee Owned
Alterations or Utility Installations made without the required consent.
(c) Surrender; Restoration. Lessee shall surrender the Premises by the Expiration Date or any earlier termination date, with
all of the improvements, parts and surfaces thereof broom clean and free of debris, and in good operating order, condition and state
of repair, ordinary wear and tear excepted. “Ordinary wear and tear” shall not include any damage or deterioration that would have
been prevented by good maintenance practice. Notwithstanding the foregoing, if this Lease is for 12 months or less, then Lessee
shall surrender the Premises in the same condition as delivered to Lessee on the Start Date with NO allowance for ordinary wear
and tear. Lessee shall repair any damage occasioned by the installation, maintenance or removal of Trade Fixtures. Lessee owned
Alterations and/or Utility Installations, furnishings and equipment as well as the removal of any storage tank installed by or for
Lessee. Lessee shall completely remove from the Premises any and all Hazardous Substances brought onto the Premises by or for
Lessee, or any third party (except Hazardous Substances which were deposited via underground migration from areas outside of the
Premises) even if such removal would require Lessee to perform or pay for work that exceeds statutory requirements Trade Fixtures
shall remain the property of Lessee and shall be removed by Lessee. Any personal property of Lessee not removed on or before the
Expiration Date or any earlier termination date shall be deemed to have been abandoned by Lessee and may be disposed of or
retained by Lessor as Lessor may desire. The failure by Lessee to timely vacate the Premises pursuant to this Paragraph 7.4(c)
without the express written consent of Lessor shall constitute a holdover under the provisions of Paragraph 26 below.
8. Insurance; Indemnity,
8.1 Payment of Premium Increases.
(a) Lessee shall pay to Lessor any Insurance cost increase ("Insurance Cost Increase") occurring during the term of this
Lease. Insurance Cost Increase is defined as any increase in the actual cost of the insurance required under Paragraph 8.2(b), 8.3(a)
and 8.3(b) ("Required Insurance"), over and above the Base Premium as hereinafter defined calculated on an annual basis.
Insurance Cost Increase shall include but not be limited to increases resulting from the nature of Lessee's occupancy, any act or
omission of Lessee, requirements of the holder of mortgage or deed of trust covering the Premises, increased

valuation of the Premises and/or a premium rate increase. The parties are encouraged to fill in the Base Premium in paragraph 1.8
with a reasonable premium for the Required Insurance based on the Agreed Use of the Premises. If the parties fail to insert a dollar
amount in Paragraph 1.8, then the Base Premium shall be the lowest annual premium reasonably obtainable for the Required
Insurance as of the commencement of the Original Term for the Agreed Use of the Premises. In no event, however, shall Lessee be
responsible for any portion of the increase in the premium cost attributable to liability insurance carried by Lessor under Paragraph
8.2(b) in excess of $2,000,000 per occurrence.
(b) Lessee shall pay any such Insurance Cost Increase to Lessor within 30 days after receipt by Lessee of a copy of the
premium statement or other reasonable evidence of the amount due. If the insurance policies maintained hereunder cover other
property besides the Premises, Lessor shall also deliver to Lessee a statement of the amount of such Insurance Cost Increase
attributable only to the Premises showing in reasonable detail the manner in which such amount was computed. Premiums for
policy periods commencing prior to, or extending beyond the term of this Lease, shall be prorated to correspond to the term of this
Lease.
8.2 Liability Insurance.
(a) Carried by Lessee. Lessee shall obtain and keep in force a Commercial General Liability policy of insurance protecting
Lessee and Lessor as an additional insured against claims for bodily injury, personal injury and property damage based upon or
arising out of the ownership, use, occupancy or maintenance of the Premises and all areas appurtenant thereto. Such insurance shall
be on an occurrence basis providing liability of not less than $1,000,000 per occurrence, subject to an annual aggregate of not less
than $2,000,000. Lessee shall add Lessor as an additional insured by means of an endorsement at least as broad as the Insurance
Service Organization's "Additional Insured-Managers or Lessors of Premises" Endorsement. The policy shall not contain any intrainsured exclusions as between insured persons or organizations, but shall include coverage for liability assumed under this Lease as
an "insured contract" for the performance of Lessor's and Lessee's indemnity obligations under this Lease. Lessee shall provide an
endorsement on its liability policy(ies) which provides that its insurance shall be primary to and not contributory with any similar
insurance carried by Lessor, whose insurance shall be considered excess insurance only.
(b) Carried by Lessor. Lessor shall maintain liability insurance as described in Paragraph 8.2(a), in addition to, and not in
lieu of, the insurance required to be maintained by Lessee. Lessee shall not be named as an additional insured therein.
8.3

Property Insurance - Building, Improvements and Rental Value.

(a) Building and Improvements. The Insuring Party shall obtain and keep in force a policy or policies in the name of
Lessor, with loss payable to Lessor, any ground-lessor, and to any Lender insuring loss or damage to the Premises. The amount of
such insurance shall be equal to the full insurable replacement cost of the Premises, as the same shall exist from time to time, or the
amount required by any Lender, but in no event more than the commercially reasonable and available insurable value thereof.
Lessee Owned Alterations and Utility Installations, Trade Fixtures, and Lessee's personal property shall be insured by Lessee not
by Lessor. If the coverage is available and commercially appropriate, such

policy or policies shall insure against all risks of direct physical loss or damage (except the perils of flood and/or earthquake unless
required by a Lender or included in the Base Premium), including coverage for debris removal and the enforcement of any
Applicable Requirements requiring the upgrading, demolition, reconstruction or replacement of any portion of the Premises as the
result of a covered loss. Said policy or policies shall also contain an agreed valuation provision in lieu of any coinsurance clause,
waiver of subrogation, and inflation guard protection causing an increase in the annual property insurance coverage amount by a
factor of not less than the adjusted U.S. Department of Labor Consumer Price Index for All Urban Consumers for the city nearest to
where the Premises are located. If such insurance coverage has a deductible clause, the deductible amount shall not exceed $5,000
per occurrence, and Lessee shall be liable for such deductible amount in the event of an Insured Loss.
(b) Rental Value. The insuring Party shall obtain and keep in force a policy or policies in the name of Lessor with loss
payable to Lessor and any Lender, insuring the loss of the full Rent for one year with an extended period of indemnity for an
additional 180 days ("Rental Value Insurance"). Said insurance shall contain an agreed valuation provision in lieu of any
coinsurance clause, and the amount of coverage shall be adjusted annually to reflect the projected Rent otherwise payable by
Lessee, for the next 12 month period. Lessee shall be liable for any deductible amount in the event of such loss.
(c) Adjacent Premises. If the Premises are part of a larger building, or of a group of buildings owned by Lessor which are
adjacent to the Premises, the Lessee shall pay for any increase in the premiums for the property insurance of such building or
buildings if said increase is caused by Lessee's acts, omissions, use or occupancy of the Premises.
8.4

Lessee's Property; Business Interruption Insurance; Worker's Compensation Insurance.

(a) Property Damage. Lessee shall obtain and maintain insurance coverage on all of Lessee's personal property, Trade
Fixtures, and Lessee Owned Alterations and Utility Installations. Such insurance shall be full replacement cost coverage. The
proceeds from any such insurance shall be used by Lessee for the replacement of personal property, Trade Fixtures and Lessee
Owned Alterations and Utility installations. Lessee shall provide Lessor with written evidence that such insurance is in force.
(b) Business Interruption. Lessee shall obtain and maintain loss of income and extra expense insurance in amounts as will
reimburse Lessee for direct or indirect loss of earnings attributable to all perils commonly insured against by prudent lessees in the
business of Lessee or attributable to prevention of access to the Premises as a result of such perils.
(c) Worker's Compensation Insurance. Lessee shall obtain and maintain Worker's Compensation Insurance in such amount
as may be required by Applicable Requirements, including applicable state statutes, and provide Lessor with evidence of such
coverage. Such policy shall include a Waiver of Subrogation endorsement. Lessee shall provide Lessor with a copy of such
endorsement along with the certificate of insurance or copy of the policy required by paragraph 8.5.
(d) No Representation of Adequate Coverage. Lessor makes no representation that the limits or forms of coverage of
insurance specified herein are adequate to cover Lessee's property, business operations or obligations under this Lease.

(e) Commercial Automobile Insurance. Lessee shall obtain and maintain commercial automobile liability insurance,
including non-owned and hired automobile liability. Such insurance shall provide combined single limits of not less than
$1,000,000.00 and Lessee shall provide Lessor with evidence of such coverage. Lessee shall add Lessor as an additional insured by
means of an endorsement.
8.5 Insurance Policies. Insurance required herein shall be by companies maintaining during the policy term a "General
Policyholders Rating" of at least A-, VII, as set forth in the most current issue of "Best's Insurance Guide", or such other rating as
may be required by a Lender. Lessee shall not do or permit to be done anything which invalidates the required insurance policies.
Lessee shall, prior to the Start Date, deliver to Lessor certified copies of policies of such insurance or certificates with copies of the
required endorsements evidencing the existence and amounts of the required insurance. No such policy shall be cancelable or
subject to modification except after 30 days prior written notice to Lessor to the extent Lessee's Insurer is willing to commit to
provide such notice. If such a policy is canceled for non-payment of premiums, 10 days notice shall be given to Lessor. If requested
by Lessor, Lessee shall furnish Lessor with evidence of renewal or “insurance binders” evidencing renewal thereof, or Lessor may
order such insurance and charge the cost thereof to Lessee, which amount shall be payable by Lessee to Lessor upon demand. Such
policies shall be for a term of at least one year, or the length of the remaining term of this Lease, whichever is less. If either Party
shall fail to procure and maintain the insurance required to be carried by it, the other Party may, but shall not be required to, procure
and maintain the same.
8.6 Waiver of Subrogation. Without affecting any other rights or remedies, Lessee and Lessor each hereby release and relieve the
other, and waive their entire right to recover damages against the other, for loss of or damage to its property arising out of or
incident to the perils required to be insured against herein. The effect of such releases and waivers is not limited by the amount of
insurance carried or required, or by any deductibles applicable hereto. The Parties agree to have their respective property damage
insurance carriers waive any right to subrogation that such companies may have against Lessor or Lessee, as the case may be, so
long as the insurance is not invalidated thereby.
8.7 Indemnity. Except for Lessor's gross negligence or willful misconduct, Lessee shall indemnify, protect, defend and hold
harmless the Premises, Lessor and its agents, Lessor's master or ground lessor, partners and Lenders, from and against any and all
claims, loss of rents and/or damages, liens, judgments, penalties, attorneys' and consultants' fees, expenses and/or liabilities arising
out of, involving, or in connection with, the use and/or occupancy of the Premises by Lessee. If any action or proceeding is brought
against Lessor by reason of any of the foregoing matters, Lessee shall upon notice defend the same at Lessee's expense by counsel
reasonably satisfactory to Lessor and Lessor shall cooperate with Lessee in such defense. Lessor need not have first paid any such
claim in order to be defended or indemnified.
8.8 Exemption of Lessor and its Agents from Liability. Except to the extent caused by the gross negligence of willful misconduct
of Lessor, and to the maximum extent allowed by law, neither Lessor nor its agents shall be liable under any circumstances for: (i)
injury or damage to the person or goods, wares, merchandise or other property of Lessee, Lessee's employees, contractors, invitees,
customers, or any other person in or about the Premises, whether such damage or injury is caused by or results from fire, steam,
electricity, gas, water or rain, indoor air quality, the presence of mold or from the breakage,

leakage, obstruction or other defects of pipes, fire sprinklers, wires, appliances, plumbing, HVAC or lighting fixtures, or from any
other cause, whether the said injury or damage results from conditions arising upon the Premises or upon other portions of the
building of which the Premises are a part, or from other sources or places, (ii) any damages arising from any act or neglect of any
other tenant of Lessor or from the failure of Lessor or its agents to enforce the provisions of any other lease in the Project, or (iii)
injury to Lessee's business or for any loss of income or profit therefrom. Instead, it is intended that Lessee's sole recourse in the
event of such damages or injury be to file a claim on the insurance policy(ies) that Lessee is required to maintain pursuant to the
provisions of paragraph 8.
8.9 Failure to Provide Insurance. Lessee acknowledges that any failure on its part to obtain or maintain the insurance required
herein will expose Lessor to risks and potentially cause Lessor to incur costs not contemplated by this Lease, the extent of which
will be extremely difficult to ascertain. Accordingly, for any month or portion thereof that Lessee does not maintain the required
insurance and/or does not provide Lessor with the required binders or certificates evidencing the existence of the required
insurance, the Base Rent shall be automatically increased, without any requirement for notice to Lessee, by an amount equal to 10%
of the then existing Base Rent or $100, whichever is greater. The parties agree that such increase in Base Rent represents fair and
reasonable compensation for the additional risk/ costs that Lessor will incur by reason of Lessee's failure to maintain the required
insurance. Such increase in Base Rent shall in no event constitute a waiver of Lessee's Default or Breach with respect to the failure
to maintain such insurance, prevent the exercise of any of the other rights and remedies granted hereunder, nor relieve Lessee of its
obligation to maintain the insurance specified in this Lease.
9. Damage or Destruction.
9.1 Definitions.
(a) "Premises Partial Damage" shall mean damage or destruction to the improvements on the Premises, other than Lessee
Owned Alterations and Utility Installations, which can reasonably be repaired in 6 months or less from the date of the damage or
destruction. Lessor shall notify Lessee in writing within 30 days from the date of the damage or destruction as to whether or not the
damage is Partial or Total. Notwithstanding the foregoing, Premises Partial Damage shall not include damage to windows, doors,
and/or other similar items which Lessee has the responsibility to repair or replace pursuant to the provisions of Paragraph 7.1.
(b) "Premises Total Destruction" shall mean damage or destruction to the Premises, other than Lessee Owned Alterations
and Utility Installations and Trade Fixtures, which cannot reasonably be repaired in 6 months or less from the date of the damage or
destruction. Lessor shall notify Lessee in writing within 30 days from the date of the damage or destruction as to whether or not the
damage is Partial or Total.
(c) "Insured Loss" shall mean damage or destruction to improvements on the Premises, other than Lessee Owned
Alterations and Utility Installations and Trade Fixtures, which was caused by an event required to be covered by the insurance
described in Paragraph 8.3 (a), irrespective of any deductible amounts or coverage limits involved.

(d) "Replacement Cost" shall mean the cost to repair or rebuild the improvements owned by Lessor at the time of the
occurrence to their condition existing immediately prior thereto, including demolition, debris removal and upgrading required by
the operation of Applicable Requirements, and without deduction for depreciation.
(e) "Hazardous Substance Condition" shall mean the occurrence or discovery of a condition involving the presence of, or a
contamination by, a Hazardous Substance, in, on, or under the Premises which requires restoration.
9.2 Partial Damage - Insured Loss. If a Premises Partial Damage that is an Insured Loss occurs, then Lessor shall, at Lessor's
expense, repair such damage (but not Lessee's Trade Fixtures or Lessee Owned Alterations and Utility Installations) as soon as
reasonably possible and this Lease shall continue in full force and effect; provided, however, that Lessee shall, at Lessor's election,
make the repair of any damage or destruction the total cost to repair of which is $10,000 or less, and, in such event, Lessor shall
make any applicable insurance proceeds available to Lessee on a reasonable basis for that purpose, Notwithstanding the foregoing,
if the required insurance was not in force or the insurance proceeds are not sufficient to effect such repair, the Insuring Party shall
promptly contribute the shortage in proceeds (except as to the deductible which is Lessee's responsibility) as and when required to
complete said repairs. In the event, however, such shortage was due to the fact that, by reason of the unique nature of the
improvements, full replacement cost insurance coverage was not commercially reasonable and available, Lessor shall have no
obligation to pay for the shortage in insurance proceeds or to fully restore the unique aspects of the Premises unless Lessee provides
Lessor with the funds to cover same, or adequate assurance thereof, within 10 days following receipt of written notice of such
shortage and request therefore. If Lessor receives said funds or adequate assurance thereof within said 10 day period, the party
responsible for making the repairs shall complete them as soon as reasonably possible and this Lease shall remain in full force and
effect. If such funds or assurance are not received, Lessor may nevertheless elect by written notice to Lessee within 10 days
thereafter to: (i) make such restoration and repair as is commercially reasonable with Lessor paying any shortage in proceeds, in
which case this Lease shall remain in full force and effect, or (Ii) have this Lease terminate 30 days thereafter. Lessee shall not be
entitled to reimbursement of any funds contributed by Lessee to repair any such damage or destruction, Premises Partial Damage
due to flood or earthquake shall be subject to Paragraph 9.3, notwithstanding that there may be some insurance coverage, but the
net proceeds of any such insurance shall be made available for the repairs if made by either Party.
9.3 Partial Damage - Uninsured Loss. If a Premises Partial Damage that is not an Insured Loss occurs, unless caused by a
negligent or willful act of Lessee (in which event Lessee shall make the repairs at Lessee's expense), Lessor may either: (i) repair
such damage as soon as reasonably possible at Lessor's expense, in which event this Lease shall continue in full force and effect, or
(ii) terminate this Lease by giving written notice to Lessee within 30 days after receipt by Lessor of knowledge of the occurrence of
such damage. Such termination shall be effective 60 days following the date of such notice. In the event Lessor elects to terminate
this Lease, Lessee shall have the right within 10 days after receipt of the termination notice to give written notice to Lessor of
Lessee's commitment to pay for the repair of such damage without reimbursement from Lessor. Lessee shall provide Lessor with
said funds or satisfactory assurance thereof within 30 days after making such commitment. In such event this Lease shall continue

in full force and effect, and Lessor shall proceed to make such repairs as soon as reasonably possible after the required funds are
available. If Lessee does not make the required commitment, this Lease shall terminate as of the date specified in the termination
notice.
9.4 Total Destruction. Notwithstanding any other provision hereof, if a Premises Total Destruction occurs, this Lease shall
terminate 60 days following such Destruction. If the damage or destruction was caused by the gross negligence or willful
misconduct of Lessee, Lessor shall have the right to recover Lessor's damages from Lessee, except as provided in Paragraph 8.6.
9.5 Damage Near End of Term. If at any time during the last 6 months of this Lease there is damage for which the cost to repair
exceeds six month's Base Rent, whether or not an Insured Loss, Lessor may terminate this Lease effective 60 days following the
date of occurrence of such damage by giving a written termination notice to Lessee within 30 days after the date of occurrence of
such damage. Notwithstanding the foregoing, if Lessee at that time has an exercisable option to extend this Lease or to purchase the
Premises, then Lessee may preserve this Lease by, (a) exercising such option and (b) providing Lessor with any shortage in
insurance proceeds (or adequate assurance thereof) needed to make the repairs on or before the earlier of (i) the date which is 10
days after Lessee's receipt of Lessor's written notice purporting to terminate this Lease, or (ii) the day prior to the date upon which
such option expires. If Lessee duly exercises such option during such period and provides Lessor with funds (or adequate assurance
thereof) to cover any shortage in insurance proceeds, Lessor shall, at Lessor's commercially reasonable expense, repair such
damage as soon as reasonably possible and this Lease shall continue in full force and effect. If Lessee fails to exercise such option
and provide such funds or assurance during such period, then this Lease shall terminate on the date specified in the termination
notice and Lessee's option shall be extinguished.
9.6 Abatement of Rent; Lessee's Remedies.
(a) Abatement. In the event of Premises Partial Damage or Premises Total Destruction or a Hazardous Substance Condition
for which Lessee is not responsible under this Lease, the Rent payable by Lessee for the period required for the repair, remediation
or restoration of such damage shall be abated in proportion to the degree to which Lessee's use of the Premises is impaired, but not
to exceed the proceeds received from the Rental Value insurance. All other obligations of Lessee hereunder shall be performed by
Lessee, and Lessor shall have no liability for any such damage, destruction, remediation, repair or restoration except as provided
herein.
(b) Remedies. If Lessor is obligated to repair or restore the Premises and does not commence, in a substantial and
meaningful way, such repair or restoration within 90 days after such obligation shall accrue, Lessee may, at any time prior to the
commencement of such repair or restoration, give written notice to Lessor and to any Lenders of which Lessee has actual notice, of
Lessee's election to terminate this Lease on a date not less than 60 days following the giving of such notice. If Lessee gives such
notice and such repair or restoration is not commenced within 30 days thereafter, this Lease shall terminate as of the date specified
in said notice. If the repair or restoration is commenced within such 30 days, this Lease shall continue in full force and effect.
"Commence" shall mean either the unconditional authorization of

the preparation of the required plans, or the beginning of the actual work on the Premises, whichever first occurs.
9.7 Termination; Advance Payments. Upon termination of this Lease pursuant to Paragraph 6.2(g) or Paragraph 9, an equitable
adjustment shall be made concerning advance Base Rent and any other advance payments made by Lessee to Lessor. Lessor shall,
in addition, return to Lessee so much of Lessee's Security Deposit as has not been, or is not then required to be, used by Lessor.
10. Real Property Taxes.
10.1 Definition. As used herein, the term "Real Property Taxes" shall include any form of assessment; real estate, general, special,
ordinary or extraordinary, or rental levy or tax (other than inheritance, personal income or estate taxes); improvement bond; and/or
license fee imposed upon or levied against any legal or equitable interest of Lessor in the Premises or the Project, Lessor's right to
other income therefrom, and/or Lessor's business of leasing, by any authority having the direct or indirect power to tax and where
the funds are generated with reference to the Building address and where the proceeds so generated are to be applied by the city,
county or other local taxing authority of a jurisdiction within which the Premises are located. Real Property Taxes shall also include
any tax, fee, levy, assessment or charge, or any increase therein: (i) imposed by reason of events occurring during the term of this
Lease, including but not limited to, a change in the ownership of the Premises, and (ii) levied or assessed on machinery or
equipment provided by Lessor to Lessee pursuant to this Lease.
10.2
(a) Payment of Taxes. Lessor shall pay the Real Property Taxes applicable to the Premises provided, however, that Lessee
shall pay to Lessor the amount, if any, by which Real Property Taxes applicable to the Premises increase over the fiscal tax year
during which the Commencement Date Occurs (“Tax Increase”). Payment of any such Tax Increase shall be made by Lessee to
Lessor within 30 days after receipt of Lessor’s written statement setting forth the amount due and computation thereof. If any such
taxes shall cover any period of time prior to or after the expiration or termination of this Lease, Lessee's share of such taxes shall be
prorated to cover only that portion of the tax bill applicable to the period that this Lease is in effect. In the event Lessee incurs a late
charge on any Rent payment, Lessor may estimate the current Real Property Taxes, and require that the Tax Increase be paid in
advance to Lessor by Lessee monthly in advance with the payment of the Base Rent. Such monthly payment shall be an amount
equal to the amount of the estimated installment of the Tax Increase divided by the number of months remaining before the month
in which said installment becomes delinquent. When the actual amount of the applicable Tax Increase is known, the amount of such
equal monthly advance payments shall be adjusted as required to provide the funds needed to pay the applicable Tax Increase. If the
amount collected by Lessor is insufficient to pay the Tax Increase when due, Lessee shall pay Lessor, upon demand, such
additional sums as are necessary to pay such obligations. Advance payments may be intermingled with other moneys of Lessor and
shall not bear interest. In the event of a Breach by Lessee in the performance of its obligations under this Lease, then any such
advance payments may be treated by Lessor as an additional Security Deposit.

(b) Additional Improvements. Notwithstanding anything to the contrary in this Paragraph 10.2, Lessee shall pay to Lessor
upon demand therefor the entirety of any increase in Real Property Taxes assessed by reason of Alterations or Utility Installations
placed upon the Premises by Lessee or at Lessee's request or by reason of any alterations or improvements to the Premises made by
Lessor subsequent to the execution of this Lease by the Parties.
10.3 Joint Assessment. If the Premises are not separately assessed, Lessee's liability shall be an equitable proportion of the Tax
Increase for all of the land and improvements included within the tax parcel assessed, such proportion to be conclusively
determined by Lessor from the respective valuations assigned in the assessor's work sheets or such other information as may be
reasonably available.
10.4 Personal Property Taxes. Lessee shall pay, prior to delinquency, all taxes assessed against and levied upon Lessee Owned
Alterations, Utility Installations, Trade Fixtures, furnishings, equipment and all personal property of Lessee. When possible, Lessee
shall cause its Lessee Owned Alterations and Utility Installations, Trade Fixtures, furnishings, equipment and all other personal
property to be assessed and billed separately from the real property of Lessor. If any of Lessee's said property shall be assessed with
Lessor's real property, Lessee shall pay Lessor the taxes attributable to Lessee's property within 10 days after receipt of a written
statement setting forth the taxes applicable to Lessee's property.
11. Utilities and Services. Lessee shall pay for all water, gas, heat, light, power, telephone, trash disposal and other utilities and
services supplied to the Premises, together with any taxes thereon. If any such services are not separately metered or billed to
Lessee, Lessee shall pay a reasonable proportion, to be determined by Lessor, of all charges jointly metered or billed. There shall be
no abatement of rent and Lessor shall not be liable in any respect whatsoever for the inadequacy, stoppage, interruption or
discontinuance of any utility or service due to riot, strike, labor dispute, breakdown, accident, repair or other cause beyond Lessor’s
reasonable control or in cooperation with governmental request or directions.
12. Assignment and Subletting.
12.1 Lessor's Consent Required.
(a) Lessee shall not voluntarily or by operation of law assign, transfer, mortgage or encumber (collectively, "assign or
assignment") or sublet all or any part of Lessee's interest in this Lease or in the Premises without Lessor's prior written consent.
(b) Unless Lessee is a corporation and its stock is publicly traded on a national stock exchange, a change in the control of
Lessee shall constitute an assignment requiring consent. The transfer, on a cumulative basis, of 25% or more of the voting control
of Lessee shall constitute a change in control for this purpose.
(c) The involvement of Lessee or its assets in any transaction, or series of transactions (by way of merger, sale,
acquisition, financing, transfer, leveraged buy-out or otherwise), whether or not a formal assignment or hypothecation of this Lease
or Lessee's assets occurs,which results or will result in a reduction of the Net Worth of Lessee by an amount greater than 25% of
such Net Worth as it was represented at the time of the execution of this Lease or at the time of the most recent assignment to

which Lessor has consented, or as it exists immediately prior to said transaction or transactions constituting such reduction,
whichever was or is greater, shall be considered an assignment of this Lease to which Lessor may withhold its consent. "Net Worth
of Lessee" shall mean the net worth of Lessee (excluding any guarantors) established under generally accepted accounting
principles.
(d) An assignment or subletting without consent shall, at Lessor's option, be a Default curable after notice per Paragraph
13.1(c), or a non curable Breach without the necessity of any notice and grace period. If Lessor elects to treat such unapproved
assignment or subletting as a non curable Breach, Lessor may either: (1) terminate this Lease, or (ii) upon 30 days written notice,
increase the monthly Base Rent to 110% of the Base Rent then in effect. Further, in the event of such Breach and rental adjustment,
(i) the purchase price of any option to purchase the Premises held by Lessee shall be subject to similar adjustment to 110% of the
price previously in effect, and (ii) all fixed and non-fixed rental adjustments scheduled during the remainder of the Lease term shall
be increased to 110% of the scheduled adjusted rent.
(e) Lessee's remedy for any breach of Paragraph 12.1
injunctive relief.

by Lessor shall be limited to compensatory damages and/or

(f) Lessor may reasonably withhold consent to a proposed assignment or subletting if Lessee is in Default at the time
consent is requested.(g) Notwithstanding the foregoing, allowing a de minimis portion of the Premises, ie. 20 square feet or less, to
be used by a third party vendor in connection with the installation of a vending machine or payphone shall not constitute a
subletting.
12.2 Terms and Conditions Applicable to Assignment and Subletting.
(a) Regardless of Lessor's consent, no assignment or subletting shall: (i) be effective without the express written
assumption by such assignee or sublessee of the obligations of Lessee under this Lease, (ii) release Lessee of any obligations
hereunder, or (iii) alter the primary liability of Lessee for the payment of Rent or for the performance of any other obligations to
be performed by Lessee.
(b) Lessor may accept Rent or performance of Lessee's obligations from any person other than Lessee pending approval or
disapproval of an assignment. Neither a delay in the approval or disapproval of such assignment nor the acceptance of Rent or
performance shall constitute a waiver or estoppel of Lessor's right to exercise its remedies for Lessee's Default or Breach.
(c) Lessor's consent to any assignment or subletting shall not constitute a consent to any subsequent assignment or
subletting.
(d) In the event of any Default or Breach by Lessee, Lessor may proceed directly against Lessee, any Guarantors or anyone
else responsible for the performance of Lessee’s obligations under this Lease, including any assignee or sublessee, without first
exhausting Lessor’s remedies against any other person or entity responsible therefor to Lessor, or any security held by Lessor.
(e) Each request for consent to an assignment or subletting shall be in writing, accompanied by information relevant to
Lessor's determination as to the financial and operational responsibility and appropriateness of the proposed assignee or sublessee,
including but not limited to the intended use and/or

required modification of the Premises, if any, together with a fee of $500 as consideration for Lessor’s considering and processing
said request. Lessee agrees to provide Lessor with such other or additional information and/or documentation as may be reasonably
requested. (See also Paragraph 36). Lessee shall pay Lessor’s attorneys’ fees and costs in processing and documenting any
assignment or subletting.
(f) Any assignee of, or sublessee under, this Lease shall, by reason of accepting such assignment, entering into such
sublease, or entering into possession of the Premises or any portion thereof, be deemed to have assumed and agreed to conform and
comply with each and every term, covenant, condition and obligation herein to be observed or performed by Lessee during the term
of said assignment or sublease, other than such obligations as are contrary to or inconsistent with provisions of an assignment or
sublease to which Lessor has specifically consented to in writing.
(g) Lessor's consent to any assignment or subletting shall not transfer to the assignee or sublessee any Option granted to the
original Lessee by this Lease unless such transfer is specifically consented to by Lessor in writing. (See Paragraph 39.2)
(h) Lessee shall pay to Lessor fifty percent (50%) of any "Transfer Premium" (as herein defined) derived by Lessee from
any assignment of subletting after first deducting all of Lessee's marketing costs (including without limitation, tenant
improvements, commissions and incentives) associated with such sublease or assignment. For purposes of this Lease "Transfer
Premium" means (i) for an assignment of the Lease, all consideration paid or payable to Lessee thereafter; and (ii) for a sublease all
additional rent or other consideration paid by such subtenant in excess of the Rent payable by Lessee under this Lease (on a
monthly basis during the term and on a per rentable square foot basis if less than the entire Premises is sublet). The Transfer
Premium shall be paid to Lessor within ten (10) days after Lessee receives the Transfer Premium.
12.3 Additional Terms and Conditions Applicable to Subletting. The following terms and conditions shall apply to any subletting
by Lessee of all or any part of the Premises and shall be deemed included in all subleases under this Lease whether or not expressly
incorporated therein:
(a) Lessee hereby assigns and transfers to Lessor all of Lessee's interest in all Rent payable on any sublease, and Lessor
may collect such Rent and apply same toward Lessee's obligations under this Lease; provided, however, that until a Breach shall
occur in the performance of Lessee’s obligations, Lessee may collect said Rent. In the event that the amount collected by Lessor
exceeds Lessee’s then outstanding obligations any such excess shall be refunded to Lessee. Lessor shall not, by reason of the
foregoing or any assignment of such sublease, nor by reason of the collection of Rent, be deemed liable to the sublessee by any
failure of Lessee to perform and comply with any of the Lessee’s obligations to such sublessee. Lessee hereby irrevocably
authorizes and directs any such sublessee, upon receipt of a written notice from Lessor stating that a Breach exists in the
performance of Lessee's obligations under this Lease, to pay to Lessor all Rent due and to become due under the sublease.
Sublessee shall rely upon any such notice from Lessor and shall pay all Rents to Lessor without any obligation or right to inquire as
to whether such Breach exists, notwithstanding any claim from Lessee to the contrary.
(b) In the event of a Breach by Lessee, Lessor may, at its option, require sublessee to attorn to Lessor, in which event
Lessor shall undertake the obligations of the sublessor under such sublease from

the time of the exercise of said option to the expiration of such sublease; provided, however, Lessor shall not be liable for any
prepaid rents or security deposit paid by such sublessee to such sublessor or for any prior Defaults or Breaches of such sublessor.
(c) Any matter requiring the consent of the sublessor under a sublease shall also require the consent of Lessor.
(d) No sublessee shall further assign or sublet all or any part of the Premises without Lessor's prior written consent.
(e) Lessor shall deliver a copy of any notice of Default or Breach by Lessee to the sublessee, who shall have the right to
cure the Default of Lessee within the grace period, if any, specified in such notice. The sublessee shall have a right of
reimbursement and offset from and against Lessee for any such Defaults cured by the sublessee.
13. Default; Breach; Remedies.
13.1 Default; Breach. A "Default" is defined as a failure by the Lessee to comply with or perform any of the terms, covenants,
conditions or Rules and Regulations under this Lease. A "Breach" is defined as the occurrence of one or more of the following
Defaults, and the failure of Lessee to cure such Default within any applicable grace period:
(a) The abandonment of the Premises; or the vacating of the Premises without providing a commercially reasonable level of
security, or where the coverage of the property insurance described in Paragraph 8.3 is jeopardized as a result thereof, or without
providing reasonable assurances to minimize potential vandalism.
(b) The failure of Lessee to make any payment of Rent or any Security Deposit required to be made by Lessee hereunder,
whether to Lessor or to a third party, when due, to provide reasonable evidence of insurance or surety bond, or to fulfill any
obligation under this Lease which endangers or threatens life or property, where such failure continues for a period of 3.5 business
days following written notice to Lessee. THE ACCEPTANCE BY LESSOR OF A PARTIAL PAYMENT OF RENT OR
SECURITY DEPOSIT SHALL NOT CONSTITUTE A WAIVER OF ANY OF LESSOR'S RIGHTS, INCLUDING LESSOR'S
RIGHT TO RECOVER POSSESSION OF THE PREMISES.
(c) The failure of Lessee to allow Lessor and/or its agents access to the Premises or the commission of waste, act or acts
constituting public or private nuisance, and/or an illegal activity on the Premises by Lessee, where such actions continue for a
period of 3 business days following written notice to Lessee.
(d) The failure by Lessee to provide (i) reasonable written evidence of compliance with Applicable Requirements, (ii) the
service contracts, (iii) the rescission of an unauthorized assignment or subletting, (iv) and Estoppel Certificate or financial
statements, (v) a requested subordination, (vi) evidence concerning any guarant and/or Guarantor, (vii) any document requested
under Paragraph 42, (viii) material safety data sheets (MSDS), or (ix) any other documentation or information which Lessor

may reasonably require of Lessee under the terms of this Lease, where any such failure continues for a period of 10 days following
written notice to Lessee.
(e) A Default by Lessee as to the terms, covenants, conditions or provisions of this Lease, or of the rules adopted under
Paragraph 40 hereof, other than those described in subparagraphs 13.1(a), (b), (c) or (d), above, where such Default continues for a
period of 30 days after written notice; provided, however, that if the nature of Lessee's Default is such that more than 30 days are
reasonably required for its cure, then it shall not be deemed to be a Breach if Lessee commences such cure within said 30 day
period and thereafter diligently prosecutes such cure to completion.
(f) The occurrence of any of the following events: (i) the making of any general arrangement or assignment for the benefit
of creditors; (ii) becoming a “debtor” as defined in 11 U.S.C. §101 or any successor statute thereto (unless, in the case of a petition
filed against Lessee, the same is dismissed within 60 days); (iii) the appointment of a trustee or receiver to take possession of
substantially all of Lessee’s assets located at the Premises or of Lessee’s interest in this Lease, where possession is not restored to
Lessee within 30 days; or (iv) the attachment, execution or other judicial seizure of substantially all of Lessee’s assets located at the
Premises or of Lessee’s interest in this Lease, where such seizure is not discharged within 30 days; provided, however, in the event
that any provision of this subparagraph (e) is contrary to any applicable law, such provision shall be of no force or effect, and not
affect the validity of the remaining provisions.
(g) The discovery that any financial statement of Lessee or of any Guarantor given to Lessor was materially false.
(h) If the performance of Lessee's obligations under this Lease is guaranteed: (i) the death of a Guarantor, (ii) the
termination of a Guarantor's liability with respect to this Lease other than in accordance with the terms of such guaranty, (iii) a
Guarantor's becoming insolvent or the subject of a bankruptcy filing,(iv) a Guarantor's refusal to honor the guaranty, or (v) a
Guarantor's breach of its guaranty obligation on an anticipatory basis, and Lessee's failure, within 60 days following written notice
of any such event, to provide written alternative assurance or security, which, when coupled with the then existing resources of
Lessee, equals or exceeds the combined financial resources of the time of execution of this Lease.
(i) When this Lease requires service of notice, that notice shall replace (rather than supplement) any equivalent or similar
statutory notices, including any notice required pursuant to the provisions and conditions of Section 1161 of the California Code of
Civil Procedure or any similar statute. When a statute requires service of notice in a particular manner, service of that notice (or
similar notice required by this Lease) in the manner required by this Lease, shall replace, and satisfy the statutory service of notice
procedure or any similar or successor statute.
13.2 Remedies. If Lessee fails to perform any of its affirmative duties or obligations, within 10 days after written notice (or in case
of an emergency, without notice), Lessor may, at its option, perform such duty or obligation on Lessee's behalf, including but not
limited to the obtaining of reasonably required bonds, insurance policies, or governmental licenses, permits or approvals. Lessee
shall pay to Lessor an amount equal to 115% of the costs and expenses incurred by Lessor in such performance upon receipt of an

invoice therefore. In the event of a Breach, Lessor may, with or without further notice or demand, and without limiting Lessor in
the exercise of any right or remedy which Lessor may have by reason of such Breach:
(a) Terminate Lessee's right to possession of the Premises by any lawful means, in which case this Lease shall terminate
and Lessee shall immediately surrender possession to Lessor. In such event Lessor shall be entitled to recover from Lessee: (1)
the unpaid Rent which had been earned at the time of termination; (ii) the worth at the time of award of the amount by which the
unpaid rent which would have been earned after termination until the time of award exceeds the amount of such rental loss that the
Lessee proves could have been reasonably avoided; (iii) the worth at the time of award of the amount by which the unpaid rent for
the balance of the term after the time of award exceeds the amount of such rental loss that the Lessee proves could be reasonably
avoided; and (iv) any other amount necessary to compensate Lessor for all the detriment proximately caused by the Lessee's failure
to perform its obligations under this Lease or which in the ordinary course of things would be likely to result there from, including
but not limited to the cost of recovering possession of the Premises, expenses of reletting, including necessary renovation and
alteration of the Premises, reasonable attorneys’ fees, and that portion of any leasing commission paid by Lessor in connection with
this Lease applicable to the unexpired term of this Lease. The worth at the time of award of the amount referred to in provision (iii)
of the immediately preceding sentence shall be computed by discounting such amount at the discount rate of the Federal Reserve
Bank of the District within which the Premises are located at the time of award plus one percent. Efforts by Lessor to mitigate
damages caused by Lessee's Breach of this Lease shall not waive Lessor's right to recover any damages to which Lessor is
otherwise entitled. If termination of this Lease is obtained through the provisional remedy of unlawful detainer, Lessor shall have
the right to recover in such proceeding any unpaid Rent and damages as are recoverable therein, or Lessor may reserve the right to
recover all or any part thereof in a separate suit. If a notice and grace period required under Paragraph 13.1 was not previously
given, a notice to pay rent or quit, or to perform or quit given to Lessee under the unlawful detainer statute shall also constitute the
notice required by Paragraph 13.1. In such case, the applicable grace period required by Paragraph 13.1 and the unlawful detainer
statute shall run concurrently, and the failure of Lessee to cure the Default within the greater of the two such grace periods shall
constitute both an unlawful detainer and a Breach of this Lease entitling Lessor to the remedies provided for in this Lease and/or by
said statute.
(b) Continue the Lease and Lessee's right to possession and recover the Rent as it becomes due, in which event Lessee may
sublet or assign, subject only to reasonable limitations, Acts of maintenance, efforts to relet, and/or the appointment of a receiver to
protect the Lessor's interests, shall not constitute a termination of the Lessee's right to possession.
(c) Pursue any other remedy now or hereafter available under the laws or judicial decisions of the slate wherein the
Premises are located. The expiration or termination of this Lease and/or the termination of Lessee's right to possession shall not
relieve Lessee from liability under any indemnity provisions of this Lease as to matters occurring or accruing during the term
hereof or by reason of Lessee's occupancy of the Premises.

13.3 Inducement Recapture. Any agreement for free or abated rent or other charges, or for the giving or paying by Lessor to or
for Lessee of any cash or other bonus, inducement or consideration for Lessee's entering into this Lease, all of which concessions
are hereinafter referred to as "Inducement Provisions," shall be deemed conditioned upon Lessee's full and faithful performance of
all of the terms, covenants and conditions of this Lease. Upon Breach of this Lease by Lessee, any such Inducement Provision shall
automatically be deemed deleted from this Lease and of no further force or effect, and any rent, other charge, bonus, inducement or
consideration theretofore abated, given or paid by Lessor under such an inducement Provision shall be immediately due and
payable by Lessee to Lessor, notwithstanding any subsequent cure of said Breach by Lessee. The acceptance by Lessor of rent or
the cure of the Breach which initiated the operation of this paragraph shall not be deemed a waiver by Lessor of the provisions of
this paragraph unless specifically so stated in writing by Lessor at the time of such acceptance.
13.4 Late Charges. Lessee hereby acknowledges that late payment by Lessee of Rent will cause Lessor to incur costs not
contemplated by this Lease, the exact amount of which will be extremely difficult to ascertain. Such costs include, but are not
limited to, processing and accounting charges, and late charges which may be imposed upon Lessor by any Lender. Accordingly, if
any Rent shall not be received by Lessor within 5 days after such amount shall be due, then, without any requirement for notice to
Lessee, Lessee shall immediately pay to Lessor a one-time late charge equal to 3% of each such overdue amount or $100,
whichever is greater. The Parties hereby agree that such late charge represents a fair and reasonable estimate of the costs Lessor
will incur by reason of such late payment. Acceptance of such late charge by Lessor shall in no event constitute a waiver of Lessee's
Default or Breach with respect to such overdue amount, nor prevent the exercise of any of the other rights and remedies granted
hereunder. In the event that a late charge is payable hereunder, whether or not collected, for 3 consecutive installments of Base
Rent, then notwithstanding any provision of this Lease to the contrary, Base Rent shall, at Lessor's option, become due and payable
quarterly in advance.
13.5 Interest. Any monetary payment due Lessor hereunder, other than late charges, not received by Lessor, when due as to
scheduled payments (such as Base Rent) or within 30 days following the date on which it was due for non-scheduled payment, shall
bear interest from the date when due, as to scheduled payments, or the 31st day after it was due as to non-scheduled payments. The
interest ("Interest") charged shall be computed at the rate of 10% per annum but shall not exceed the maximum rate allowed by law.
Interest is payable in addition to the potential late charge provided for in Paragraph 13.4.
13.6 Breach by Lessor.
(a) Notice of Breach. Lessor shall not be deemed in breach of this Lease unless Lessor fails within a reasonable time to
perform an obligation required to be performed by Lessor. For purposes of this Paragraph, a reasonable time shall in no event be
less than 30 days after receipt by Lessor, and any Lender whose name and address shall have been furnished Lessee in writing for
such purpose, of written notice specifying wherein such obligation of Lessor has not been performed; provided, however, that if the
nature of Lessor's obligation is such that more than 30 days are reasonably required for its performance, then Lessor shall not be in
breach if performance is commenced within such 30 day period and thereafter diligently pursued to completion.

(b) Performance by Lessee on Behalf of Lessor. In the event that neither Lessor nor Lender cures said breach within 30
days after receipt of said notice, or if having commenced said cure they do not diligently pursue it to completion, then Lessee may
elect to cure said breach at Lessee's expense and offset from Rent the actual and reasonable cost to perform such cure, provided
however, that such offset shall not exceed an amount equal to the greater of one month's Base Rent or the Security Deposit,
reserving Lessee's right to seek reimbursement from Lessor for any such expense in excess of such offset, Lessee shall document
the cost of said cure and supply said documentation to Lessor.
14. Condemnation, If the Premises or any portion thereof are taken under the power of eminent domain or sold under the threat
of the exercise of said power (collectively "Condemnation"), this Lease shall terminate as to the part taken as of the date the
condemning authority takes title or possession, whichever first occurs, If more than 10% of the Building, or more than 25% of that
portion of the Premises not occupied by any building, is taken by Condemnation, Lessee may, at Lessee's option, to be exercised in
writing within 10 days after Lessor shall have given Lessee written notice of such taking (or in the absence of such notice, within
10 days after the condemning authority shall have taken possession) terminate this Lease as of the date the condemning authority
takes such possession. If Lessee does not terminate this Lease in accordance with the foregoing, this Lease shall remain in full force
and effect as to the portion of the Premises remaining, except that the Base Rent shall be reduced in proportion to the reduction in
utility of the Premises caused by such Condemnation. Condemnation awards and/or payments shall be the property of Lessor,
whether such award shall be made as compensation for diminution in value of the leasehold, the value of the part taken, or for
severance damages; provided, however, that Lessee shall be entitled to any compensation paid by the condemnor for Lessee's
relocation expenses, loss of business goodwill and/or Trade Fixtures, without regard to whether or not this Lease is terminated
pursuant to the provisions of this Paragraph. All Alterations and Utility Installations made to the Premises by Lessee, for purposes
of Condemnation only, shall be considered the property of the Lessee and Lessee shall be entitled to any and all compensation
which is payable therefor. In the event that this Lease is not terminated by reason of the Condemnation, Lessor shall repair any
damage to the Premises caused by such Condemnation.
15. Brokerage Fees.
15.1

Additional Commission. [INTENTIONALLY DELETED]

15.2 Assumption of Obligations. [INTENTIONALLY DELETED]
15.3 Representations and Indemnities of Broker Relationships. Lessee and Lessor each represent and warrant to the other that it
has had no dealings with any person, firm, broker or finder (other than the Brokers, if any) in connection with this Lease, and that
no one other than said named Brokers is entitled to any commission or finder's fee in connection herewith. Lessee and Lessor do
each hereby agree to indemnify, protect, defend and hold the other harmless from and against liability for compensation or charges
which may be claimed by any such unnamed broker, finder or other similar party by reason of any dealings or actions of the
indemnifying Party, including any costs, expenses, attorneys' fees reasonably incurred with respect thereto.
16. Estoppel Certificates.

(a) Each Party (as "Responding Party") shall within 10 days after written notice from the other Party (the "Requesting
Party") execute, acknowledge and deliver to the Requesting Party a statement in writing in form similar to the then most current
"Estoppel Certificate" form published by the AIR Commercial Real Estate Association, or any commercially reasonable form
Estoppel Certificate prepared by a Lender, plus such additional information, confirmation and/or statements as may be reasonably
requested by the Requesting Party.
(b) If the Responding Party shall fail to execute or deliver the Estoppel Certificate within such 10 day period, the
Requesting Party may execute an Estoppel Certificate stating that: (i) the Lease is in full force and effect without modification
except as may be represented by the Requesting Party, (ii) there are no uncured defaults in the Requesting Party's performance, and
(iii) if Lessor is the Requesting Party, not more than one month's rent has been paid in advance. Prospective purchasers and
encumbrancers may rely upon the Requesting Party's Estoppel Certificate, and the Responding Party shall be estopped from
denying the truth of the facts contained in said Certificate. In addition, Lessee acknowledges that any failure on its part to provide
such an Estoppel Certificate will expose Lessor to risks and potentially cause Lessor to incur costs not contemplated by this Lease,
the extent of which will be extremely difficult to ascertain. Accordingly, should the Lessee fail to execute and/or deliver a requested
Estoppel Certificate in a timely fashion the monthly Base Rent shall be automatically increased, without any requirement for notice
to Lessee, by an amount equal to 10% of the then existing Base Rent or $100, whichever is greater for remainder of the Lease. The
Parties agree that such increase in Base Rent represents fair and reasonable compensation for the additional risk/costs that Lessor
will incur by reason of Lessee's failure to provide the Estoppel Certificate. Such increase in Base Rent shall in no event constitute a
waiver of Lessee's Default or Breach with respect to the failure to provide the Estoppel Certificate nor prevent the exercise of any
of the other rights and remedies granted hereunder.
(c) If Lessor desires to finance, refinance, or sell the Premises, or any part thereof, Lessee and all Guarantors shall within
10 days after written notice from Lessor deliver to any potential lender or purchaser designated by Lessor such financial statements
as may be reasonably required by such lender or purchaser, including but not limited to Lessee's financial statements for the past 3
years. All such financial statements shall be received by Lessor and such lender or purchaser in confidence and shall be used only
for the purposes herein set forth.
17. Definition of Lessor. The term "Lessor" as used herein shall mean the owner or owners at the time in question of the fee title
to the Premises, or, if this is a sublease, of the Lessee's interest in the prior lease. In the event of a transfer of Lessor's title or
interest in the Premises or this Lease, Lessor shall deliver to the transferee or assignee (in cash or by credit) any unused Security
Deposit held by Lessor. Upon such transfer or assignment and delivery of the Security Deposit, as aforesaid, the prior Lessor shall
be relieved of all liability with respect to the obligations and/or covenants under this Lease thereafter to be performed by the Lessor.
Subject to the foregoing, the obligations and/or covenants in this Lease to be performed by the Lessor shaft be binding only upon
the Lessor as herein above defined.
18. Severabllity. The invalidity of any provision of this Lease, as determined by a court of competent jurisdiction, shall in no way
affect the validity of any other provision hereof.

19. Days. Unless otherwise specifically indicated to the contrary, the word "days" as used in this Lease shall mean and refer to
calendar days.
20. Limitation on Liability. The obligations of Lessor under this Lease shall not constitute personal obligations of Lessor or its
partners, members, directors, officers or shareholders, and Lessee shall look to the Premises, and to no other assets of Lessor, for
the satisfaction of any liability of Lessor with respect to this Lease, and shall not seek recourse against Lessor's partners, members,
directors, officers or shareholders, or any of their personal assets for such satisfaction.
21. Time of Essence. Time is of the essence with respect to the performance of all obligations to be performed or observed by the
Parties under this Lease.
22. No Prior or Other Agreements; Broker Disclaimer. This Lease contains all agreements between the Parties with respect to
any matter mentioned herein, and no other prior or contemporaneous agreement or understanding shall be effective. Lessor and
Lessee each represents and warrants to the Brokers that it has made, and is relying solely upon, its own investigation as to the
nature, quality, character and financial responsibility of the other Party to this Lease and as to the use, nature, quality and character
of the Premises. Brokers have no responsibility with respect thereto or with respect to any default or breach hereof by either Party.
23. Notices.
23.1 Notice Requirements. All notices required or permitted by this Lease or applicable law shall be in writing and may be
delivered in person (by hand or by courier) or may be sent by regular, certified or registered mail or U.S. Postal Service Express
Mail, with postage prepaid, or by Federal Express or other recognized overnight courier, and shall be deemed sufficiently given if
served in a manner specified in this Paragraph 23. The addresses noted adjacent to a Party's signature on this Lease shall be that
Party's address for delivery or mailing of notices. Either Party may by written notice to the other specify a different address for
notice, except that upon Lessee's taking possession of the Premises, the Premises shall constitute Lessee's address for notice. A
copy of all notices to Lessor shall be concurrently transmitted to such party or parties at such addresses as Lessor may from time to
time hereafter designate in writing.
23.2 Date of Notice. Any notice sent by registered or certified mail, return receipt requested, shall be deemed given on the date of
delivery shown on the receipt card, or if no delivery date is shown, the postmark thereon. If sent by regular mail the notice shall be
deemed given 72 hours after the same is addressed as required herein and mailed with postage prepaid. Notices delivered by United
States Express Mail or overnight courier that guarantees next day delivery shall be deemed given 24 hours after delivery of the
same to the Postal Service or courier. If notice is received on a Saturday, Sunday or legal holiday, it shall be deemed received on
the next business day.
24. Waivers.
(a) No waiver by Lessor of the Default or Breach of any term, covenant or condition hereof by Lessee, shall be deemed a
waiver of any other term, covenant or condition hereof, or of any

subsequent Default or Breach by Lessee of the same or of any other term, covenant or condition hereof. Lessor's consent to, or
approval of, any act shall not be deemed to render unnecessary the obtaining of Lessor's consent to, or approval of, any subsequent
or similar act by Lessee, or be construed as the basis of an estoppel to enforce the provision or provisions of this Lease requiring
such consent.
(b) The acceptance of Rent by Lessor shall not be a waiver of any Default or Breach by Lessee. Any payment by Lessee
may be accepted by Lessor on account of moneys or damages due Lessor, notwithstanding any qualifying statements or conditions
made by Lessee in connection therewith, which such statements and/or conditions shall be of no force or effect whatsoever unless
specifically agreed to in writing by Lessor at or before the time of deposit of such payment.
(c) THE PARTIES AGREE THAT THE TERMS OF THIS LEASE SHALL GOVERN WITH REGARD TO ALL
MATTERS RELATED THERETO AND HEREBY WAIVE THE PROVISIONS OF ANY PRESENT OR FUTURE STATUTE
TO THE EXTENT THAT SUCH STATUTE IS INCONSISTENT WITH THIS LEASE.
25. Disclosures Regarding The Nature of a Real Estate Agency Relationship.
(a) When entering into a discussion with a real estate agent regarding a real estate transaction, a Lessor or Lessee should
from the outset understand what type of agency relationship or representation it has with the agent or agents in the transaction.
Lessor and Lessee acknowledge being advised by the Brokers in this transaction, as follows:
(i) Lessor's Agent. A Lessor's agent under a listing agreement with the Lessor acts as the agent for the Lessor
only. A Lessor's agent or subagent has the following affirmative obligations: To the Lessor: A fiduciary duty of utmost care,
integrity, honesty, and loyalty in dealings with the Lessor. To the Lessee and the Lessor: a. Diligent exercise of reasonable skills
and care in performance of the agent's duties. b. A duty of honest and fair dealing and good faith. c. A duty to disclose all facts
known to the agent materially affecting the value or desirability of the property that are not known to, or within the diligent
attention and observation of, the Parties. An agent is not obligated to reveal to either Party any confidential information obtained
from the other Party which does not Involve the affirmative duties set forth above.
(ii) Lessee's Agent. An agent can agree to act as agent for the Lessee only. In these situations, the agent is not the
Lessor's agent, even if by agreement the agent may receive compensation for services rendered, either in full or in part from the
Lessor. An agent acting only for a Lessee has the following affirmative obligations. To the Lessee: A fiduciary duty of utmost care,
integrity, honesty, and loyalty in dealings with the Lessee. To the Lessee and the Lessor: a. Diligent exercise of reasonable skills
and care in performance of the agent's duties. b. A duty of honest and fair dealing and good faith. c. A duty to disclose all facts
known to the agent materially affecting the value or desirability of the property that are not known to, or within the diligent
attention and observation of, the Parties. An agent is not obligated to reveal to either Party any confidential information obtained
from the other Party which does not involve the affirmative duties set forth above.

(iii) Agent Representing Both Lessor and Lessee. A real estate agent, either acting directly or through one or
more associate licenses, can legally be the agent of both the Lessor and the Lessee in a transaction, but only with the knowledge
and consent of both the Lessor and the Lessee. In a dual agency situation, the agent has the following affirmative obligations to
both the Lessor and the Lessee: a. A fiduciary duty of utmost care, integrity, honesty and loyalty in the dealings with either Lessor
or the Lessee. b. Other duties to the Lessor and the Lessee as stated above in subparagraphs (t) or (ii). In representing both Lessor
and Lessee, the agent may not without the express permission of the respective Party, disclose to the other Party that the Lessor will
accept rent in an amount less than that indicated in the listing or that the Lessee is willing to pay a higher rent than that offered. The
above duties of the agent in a real estate transaction do not relieve a Lessor or Lessee from the responsibility to protect their own
interests. Lessor and Lessee should carefully read all agreements to assure that they adequately express their understanding of the
transaction. A real estate agent is a person qualified to advise about real estate. If legal or tax advice is desired, consult a competent
professional.
(b) Brokers have no responsibility with respect to any default or breach hereof by either Party. The Parties agree that no
lawsuit or other legal proceeding involving any breach of duty, error or omission relating to this Lease may be brought against
Broker more than one year after the Start Date and that the liability (including court costs and attorneys' fees), of any Broker with
respect to any such lawsuit and/or legal proceeding shall not exceed the fee received by such Broker pursuant to this Lease;
provided, however, that the foregoing limitation on each Broker's liability shall not be applicable to any gross negligence or willful
misconduct of such Broker.
(c) Lessor and Lessee agree to identify to Brokers as "Confidential" any communication or information given Brokers
that is considered by such Party to be confidential.
26. No Right To Holdover. Lessee has no right to retain possession of the Premises or any part thereof beyond the expiration or
termination of this Lease. In the event that Lessee holds over, then the Base Rent shall be increased to 150% of the Base Rent
applicable immediately preceding the expiration or termination. Nothing contained herein shall be construed as consent by Lessor
to any holding over by Lessee.
27. Cumulative Remedies. No remedy or election hereunder shall be deemed exclusive but shall, wherever possible, be
cumulative with all other remedies at law or in equity.
28. Covenants and Conditions; Construction of Agreement. All provisions of this Lease to be observed or performed by Lessee
are both covenants and conditions. In construing this Lease, all headings and titles are for the convenience of the Parties only and
shall not be considered a part of this Lease. Whenever required by the context, the singular shall include the plural and vice versa.
This Lease shall not be construed as if prepared by one of the Parties, but rather according to its fair meaning as a whole, as if both
Parties had prepared it.
29. Binding Effect; Choice of Law. This Lease shall be binding upon the Parties, their personal representatives, successors and
assigns and be governed by the laws of the State in which the Premises are located. Any litigation between the Parties hereto
concerning this Lease shall be initiated in the county in which the Premises are located,

30. Subordination; Attornment; Non-Disturbance.
30.1 Subordination. This Lease and any Option granted hereby shall be subject and subordinate to any ground lease, mortgage,
deed of trust, or other hypothecation or security device (collectively, "Security Device"), now or hereafter placed upon the
Premises, to any and all advances made on the security thereof, and to all renewals, modifications, and extensions thereof. Lessee
agrees that the holders of any such Security Devices (in this Lease together referred to as "Lender") shall have no liability or
obligation to perform any of the obligations of Lessor under this Lease. Any Lender may elect to have this Lease and/or any Option
granted hereby superior to the lien of its Security Device by giving written notice thereof to Lessee, whereupon this Lease and such
Options shall be deemed prior to such Security Device, notwithstanding the relative dates of the documentation or recordation
thereof.
30.2 Attornment. In the event that Lessor transfers title to the Premises, or the Premises are acquired by another upon the
foreclosure or termination of a Security Devise to which this Lease is subordinated (i) Lessee shall, subject to the non-disturbance
provisions of Paragraph 30.3,attorn to such new owner, and upon request, enter into a new lease, containing all of the terms and
provisions of this Lease, with such new owner for the remainder of the term hereof, or, at the election of the new owner, this Lease
will automatically become a new lease between Lessee and such new owner, and (ii) Lessor shall thereafter be relieved of any
further obligations hereunder and such new owner shall assume all of Lessor's obligations, except that such new owner shall not: (a)
be liable for any act or omission of any prior lessor or with respect to events occurring prior to acquisition of ownership; (b) be
subject to any offsets or defenses which Lessee might have against any prior lessor, (c) be bound by prepayment of more than one
month's rent, or (d) be liable for the return of any security deposit paid to any prior lessor which was not paid or credited to such
new owner.
30.3 Non-Disturbance. With respect to Security Devices entered into by Lessor after the execution of this Lease, Lessee's
subordination of this Lease shall be subject to receiving a commercially reasonable non-disturbance agreement (a "NonDisturbance Agreement") from the Lender which Non-Disturbance Agreement provides that Lessee's possession of the Premises,
and this Lease, including any options to extend the term hereof, will not be disturbed so long as Lessee is not in Breach hereof and
attorns to the record owner of the Premises. Further, within 60 days after the execution of this Lease, Lessor shall, if requested by
Lessee, use its commercially reasonable efforts to obtain a Non-Disturbance Agreement from the holder of any pre-existing
Security Device which is secured by the Premises. In the event that Lessor is unable to provide the Non-Disturbance Agreement
within said 60 days, then Lessee may, at Lessee's option, directly contact Lender and attempt to negotiate for the execution and
delivery of a Non-Disturbance Agreement.
30.4 Self-Executing. The agreements contained in this Paragraph 30 shall be effective without the execution of any further
documents; provided, however, that, upon written request from Lessor or a Lender in connection with a sale, financing or
refinancing of the Premises, Lessee and Lessor shall execute such further writings as may be reasonably required to separately
document any subordination, attornment and/or Non-Disturbance Agreement provided for herein.

31. Attorneys' Fees. If any Party or Broker brings an action or proceeding involving the Premises whether founded in tort,
contract or equity, or to declare rights hereunder, the Prevailing Party (as hereafter defined) in any such proceeding, action, or
appeal thereon, shall be entitled to reasonable attorneys' fees. Such fees may be awarded in the same suit or recovered in a separate
suit, whether or not such action or proceeding is pursued to decision or judgment. The term, "Prevailing Party" shall include,
without limitation, a Party or Broker who substantially obtains or defeats the relief sought, as the case may be, whether by
compromise, settlement, judgment, or the abandonment by the other Party or Broker of its claim or defense. The attorneys' fees
award shall not be computed in accordance with any court fee schedule, but shall be such as to fully reimburse all attorneys' fees
reasonably incurred. In addition, Lessor shall be entitled to attorneys' fees, costs and expenses incurred in the preparation and
service of notices of Default and consultations in connection therewith, whether or not a legal action is subsequently commenced in
connection with such Default or resulting Breach ($200 is a reasonable minimum per occurrence for such services and
consultation).
32. Lessor's Access; Showing Premises; Repairs. Lessor and Lessor's agents shall have the right to enter the Premises at any
time, in the case of an emergency, and otherwise at reasonable times after reasonable prior notice for the purpose of showing the
same to prospective purchasers, lenders, or tenants, and making such alterations, repairs, improvements or additions to the Premises
as Lessor may deem necessary or desirable and the erecting, using and maintaining of utilities, services, pipes and conduits through
the Premises and/or other premises as long as there is no material adverse effect to Lessee's use of the Premises, All such activities
shall be without abatement of rent or liability to Lessee.
33. Auctions. Lessee shall not conduct, nor permit to be conducted, any auction upon the Premises without Lessor's prior written
consent. Lessor shall not be obligated to exercise any standard of reasonableness in determining whether to permit an auction.
34. Signs. Lessor may place on the Premises ordinary "For Sale" signs at any time and ordinary "For Lease" signs during the last
6 months of the term hereof. Except for ordinary "for sublease" signs, Lessee shall not place any sign upon the Premises without
Lessor's prior written consent. All signs must comply with all Applicable Requirements.
35. Termination; Merger. Unless specifically stated otherwise in writing by Lessor, the voluntary or other surrender of this Lease
by Lessee, the mutual termination or cancellation hereof, or a termination hereof by Lessor for Breach by Lessee, shall
automatically terminate any sublease or lesser estate in the Premises; provided, however, that Lessor may elect to continue any one
or all existing subtenancies. Lessor's failure within 10 days following any such event to elect to the contrary by written notice to the
holder of any such lesser interest, shall constitute Lessor's election to have such event constitute the termination of such interest.
36. Consents. Except as otherwise provided herein, wherever in this Lease the consent of a Party is required to an act by or for
the other Party, such consent shall not be unreasonably withheld or delayed or conditioned. Lessor's actual reasonable costs and
expenses (not to exceed $1,500.00) incurred in the consideration of, or response to, a request by Lessee for any Lessor consent,
including but not limited to consents only to an assignment, or a subletting shall be paid by Lessee upon receipt of an invoice and

supporting documentation therefor. Lessor's consent to any act, assignment or subletting shall not constitute an acknowledgment
that no Default or Breach by Lessee of this Lease exists, nor shall such consent be deemed a waiver of any then existing Default or
Breach, except as may be otherwise specifically stated in writing by Lessor at the time of such consent. The failure to specify herein
any particular condition to Lessor's consent shall not preclude the imposition by Lessor at the time of consent of such further or
other conditions as are then reasonable with reference to the particular matter for which consent is being given. In the event that
either Party disagrees with any determination made by the other hereunder and reasonably requests the reasons for such
determination, the determining party shall furnish its reasons in writing and In reasonable detail within 10 business days following
such request.
37. Guarantor.
37.1 Execution. The Guarantors, if any, shall each execute a guaranty in the form most recently published by the AIR
Commercial Real Estate Association or such other commercially reasonable form prepared by Lessor.
37.2 Default. It shall constitute a Default of the Lessee if any Guarantor fails or refuses, upon request to provide: (a) evidence of
the execution of the guaranty, including the authority of the party signing on Guarantor's behalf to obligate Guarantor, and in the
case of a corporate Guarantor, a certified copy of a resolution of its board of directors authorizing the making of such guaranty, (b)
current financial statements, (c) an Estoppel Certificate, or (d) written confirmation that the guaranty is still in effect.
38. Quiet Possession. Subject to payment by Lessee of the Rent and performance of all of the covenants, conditions and
provisions on Lessee's part to be observed and performed under this Lease, Lessee shall have quiet possession and quiet enjoyment
of the Premises during the term hereof.
39. Options. If Lessee is granted an Option, as defined below, then the following provisions shall apply:
39.1 Definition. "Option" shall mean: (a) the right to extend or reduce the term of or renew this Lease or to extend or reduce the
term of or renew any lease that Lessee has on other property of Lessor; (b) the right of first refusal or first offer to lease either the
Premises or other property of Lessor; (c) the right to purchase, the right of first offer to purchase or the right of first refusal to
purchase the Premises or other property of Lessor.
39.2 Intentionally Blank
39.3 Multiple Options. In the event that Lessee has any multiple Options to extend or renew this Lease, a later Option cannot be
exercised unless the prior Options have been validly exercised.
39.4 Effect of Default on Options.
(a) Lessee shall have no right to exercise an Option: (i) during the period commencing with the giving of any notice of
Default and continuing until said Default is cured, (ii) during the period of time any Rent is unpaid (without regard to whether
notice thereof is given Lessee), or (iii) during the time Lessee is in Breach of this Lease.

(b) The period of time within which an Option may be exercised shall not be extended or enlarged by reason of Lessee's
inability to exercise an Option because of the provisions of Paragraph 39.4(a).
(c) An Option shall terminate and be of no further force or effect, notwithstanding Lessee's due and timely exercise of the
Option, if, after such exercise and prior to the commencement of the extended term or completion of the purchase, (i) Lessee fails
to pay Rent for a period of 30 days after such Rent becomes due or (ii) if Lessee commits a Breach of this Lease.
40. Multiple Buildings. If the Premises are a part of a group of buildings controlled by Lessor, Lessee agrees that it will abide by
and conform to all reasonable rules and regulations which Lessor may make from time to time for the management, safety, and care
of said properties, including the care and cleanliness of the grounds and including the parking, loading and unloading of vehicles,
and to cause its employees, suppliers, shippers, customers, contractors and invitees to so abide and conform. Lessee also agrees to
pay its fair share of common expenses incurred in connection with such rules and regulations.
41. Security Measures. Lessee hereby acknowledges that the Rent payable to Lessor hereunder does not include the cost of guard
service or other security measures, and that Lessor shall have no obligation whatsoever to provide same. Lessee assumes all
responsibility for the protection of the Premises, Lessee, its agents and invitees and their property from the acts of third parties.
42. Reservations. Lessor reserves to itself the right, from time to time, to grant, without the consent or joinder of Lessee, such
easements, rights and dedications that Lessor deems necessary, and to cause the recordation of parcel maps and restrictions, so long
as such easements, rights, dedications, maps and restrictions do not unreasonably interfere with the use of the Premises by Lessee.
Lessee agrees to sign any documents reasonably requested by Lessor to effectuate any such easement rights, dedication, map or
restrictions.
43. Performance Under Protest. If at any time a dispute shall arise as to any amount or sum of money to be paid by one Party to
the other under the provisions hereof, the Party against whom the obligation to pay the money is asserted shall have the right to
make payment "under protest" and such payment shall not be regarded as a voluntary payment and there shall survive the right on
the part of said Party to institute suit for recovery of such sum. If it shall be adjudged that there was no legal obligation on the part
of said Party to pay such sum or any part thereof, said Party shall be entitled to recover such sum or -so much thereof as it was not
legally required to pay. A Party who does not initiate suit for the recovery of sums paid "under protest" within 6 months shall be
deemed to have waived its right to protest such payment.
44. Authority; Multiple Parties; Execution.
(a) If either Party hereto is a corporation, trust, limited liability company, partnership, or similar entity, each individual
executing this Lease on behalf of such entity represents and warrants that he or she is duly authorized to execute and deliver this
Lease on its behalf. Each Party shall, within 30 days after request, deliver to the other Party satisfactory evidence of such authority.

(b) If this Lease is executed by more than one person or entity as "Lessee", each such person or entity shall be jointly and
severally liable hereunder. It is agreed that any one of the named Lessees shall be empowered to execute any amendment to this
Lease, or other document ancillary thereto and bind all of the named Lessees, and Lessor may rely on the same as if all of the
named Lessees had executed such document.
(c) This Lease may be executed by the Parties in counterparts, each of which shall be deemed an original and all of which
together shall constitute one and the same instrument.
45. Conflict. Any conflict between the printed provisions of this Lease and typewritten or handwritten provisions shall be
controlled by the typewritten or handwritten provisions.
46. Offer. Preparation of this Lease by either Party or their agent and submission of same to the other Party shall not be deemed
an offer to lease to the other Party. This Lease is not intended to be binding until executed and delivered by all Parties hereto.
47. Amendments. This Lease may be modified only in writing, signed by the Parties in interest at the time of the modification.
As long as they do not materially change Lessee's obligations hereunder, Lessee agrees to make such reasonable non-monetary
modifications to this Lease as may be reasonably required by a Lender in connection with the obtaining of normal financing or
refinancing of the Premises.
48. Waiver of Jury Trial. THE PARTIES HEREBY WAIVE THEIR RESPECTIVE RIGHTS TO TRIAL BY JURY IN ANY
ACTION OR PROCEEDING INVOLVING THE PROPERTY OR ARISING OUT OF THIS AGREEMENT.
49. Arbitration of Disputes. An Addendum requiring the Arbitration of disputes between the Parties and/or Brokers arising out of
this Lease is is not attached to this Lease.
50. Americans with Disabilities Act. Since compliance with the Americans with Disabilities Act (ADA) is dependent upon
Lessee's specific use of the Premises, Lessor makes no warranty or representation as to whether or not the Premises comply with
ADA or any similar legislation. In the event that Lessee's use of the Premises requires modifications or additions to the Premises in
order to be in ADA compliance, Lessee agrees to make any such necessary modifications and/or additions at Lessee's expense.
LESSOR AND LESSEE HAVE CAREFULLY READ AND REVIEWED THIS LEASE AND EACH TERM AND PROVISION
CONTAINED HEREIN, AND BY THE EXECUTION OF THIS LEASE SHOW THEIR INFORMED AND VOLUNTARY
CONSENT THERETO. THE PARTIES HEREBY AGREE THAT, AT THE TIME THIS LEASE IS EXECUTED, THE TERMS
OF THIS LEASE ARE COMMERCIALLY REASONABLE AND EFFECTUATE THE INTENT AND PURPOSE OF LESSOR
AND LESSEE WITH RESPECT TO THE PREMISES.
ATTENTION: NO REPRESENTATION OR RECOMMENDATION IS MADE BY THE AIR COMMERCIAL REAL ESTATE
ASSOCIATION OR BY ANY BROKER AS TO THE LEGAL SUFFICIENCY, LEGAL EFFECT, OR TAX CONSEQUENCES
OF THIS LEASE OR THE TRANSACTION TO WHICH IT RELATES. THE PARTIES ARE URGED TO:

1. SEEK ADVICE OF COUNSEL AS TO THE LEGAL AND TAX CONSEQUENCES OF THIS LEASE.
2. RETAIN APPROPRIATE CONSULTANTS TO REVIEW AND INVESTIGATE THE CONDITION OF THE PREMISES.
SAID INVESTIGATION SHOULD INCLUDE BUT NOT BE LIMITED TO: THE POSSIBLE PRESENCE OF HAZARDOUS
SUBSTANCES, THE ZONING OF THE PREMISES,

THE STRUCTURAL INTEGRITY, THE CONDITION OF THE ROOF AND OPERATING SYSTEMS, AND THE
SUITABILITY OF THE PREMISES FOR LESSEE'S INTENDED USE.
WARNING: IF THE PREMISES IS LOCATED IN A STATE OTHER THAN CALIFORNIA, CERTAIN PROVISIONS OF THE
LEASE MAY NEED TO BE REVISED TO COMPLY WITH THE LAWS OF THE STATE IN WHICH THE PREMISES 15
LOCATED.
The parties hereto have executed this Lease at the place and on the dates specified above their respective signatures.

Executed at: San Diego, CA
On: 10/31/12
By LESSOR:
Cal-Sorrento, Ltd., a California limited Partnership,
By H&M Investments

Executed at: San Diego, CA
On: 31 Oct 2012
By LESSEE:

By: /s/ Steve Higgins
Name Printed: Steve Higgins
Title: General Partner

By: /s/ Kurt Gustafson
Name Printed: Kurt Gustafson
Title: Chief Financial Officer

By:
Name Printed:
Title:
Address:

By: LESSEE: /s/ Kurt Gustafson
Halozyme, Inc., a California corporation
Name Printed: Kurt Gustafson
Title: Chief Financial Officer
Address:

Telephone:
Facsimile:
Email:
Email:
Federal ID No.

Telephone:
Facsimile:
Email:
Email:
Federal ID No.

BROKER:

BROKER:

Att:
Title:
Address:

Att:
Title:
Address:

Telephone:( )
Facsimile:( )
Email:
Federal ID No.
Broker/Agent DRE License

Telephone:( )
Facsimile:( )
Email:
Federal ID No.
Broker/Agent DRE License

Halozyme Therapeutics, Inc., a Delaware corporation

NOTICE: These forms are often modified to meet changing requirements of law and industry needs. Always write or call to make
sure you are utilizing the most current form: AIR Commercial Real Estate Association, 800 W 6th Street, Suite 800, Los Angeles,
CA 90017.
Telephone No. (213) 687-8777. Fax No.: (213) 687-8616.

© Copyright 2001 - By AIR Commercial Real Estate Association. All rights reserved. No part of these works may be reproduced in
any form without permission in writing.

ADDENDUM TO STANDARD SINGLE-TENANT OFFICE LEASE- GROSS
THIS ADDENDUM TO STANDARD SINGLE-TENANT OFFICE LEASE-GROSS ("Addendum") is attached to and
made part of that certain Standard Single-Tenant Office Lease - Gross, dated for reference purposes only as October 24, 2012
("Lease"), by and between CAL-SORRENTO, LTD., a California limited partnership ("Lessor") and HALOZYME
THERAPEUTICS, INC, a Delaware corporation, and HALOZYME, INC., a California corporation, (collectively "Lessee"). Should
the provisions and conditions of this Addendum conflict with the provisions and conditions of the Lease, the provisions and
conditions of this Addendum shall prevail. All references in the Lease and in this Addendum to the "Lease" shall be construed to
mean the Lease (and all exhibits attached to the Lease), as amended and supplemented by this Addendum. All capitalized terms not
defined herein shall have the meanings set forth in the -ease. This Addendum modifies the Lease in the following particulars only.
51. Base Rent Schedule.
Subject to the provisions and conditions of Paragraph 52 hereof, Lessor and Lessee agree to the following Base Rent schedule (the
"Base Rent Schedule")
Lease
Months
1-12
13-24
25-36
37-48
49-60

Monthly Base Rent Per
Rentable Square Foot
$1.35
$1.39
$1.43
$1.47
$1.51

Percentage
Increase
3%
3%
3%
3%
3%

Monthly Base
Rent
$24,300.00
$25,029.00
$25,770.60
$26,512.20
$27,253.80

52. Base Rent Abatement.
Notwithstanding anything to the contrary contained herein, Base Rent shall be abated in full for the first month of the Term
($24,300.00) and Lessee shall not be responsible for fifty percent (50%) of each payment of Base Rent otherwise due in months 2
through 12 of the Term ($133,650.00) (collectively, the "Rent Abatement Months"); provided, however, if Lessee is in monetary
Default under this Lease during any of the Rent Abatement Months (i.e., failure to pay the fifty percent (50%) of Base Rent or any
additional rent that is due for any of the Rent Abatement Months) beyond any applicable notice and cure period provided, then
Lessee shall be responsible for payment of one hundred percent (100%) of the Base Rent for such month, as set forth in the Base
Rent Schedule set forth in Paragraph 51 above. Notwithstanding anything to the contrary contained herein, Lessee shall remain
obligated to pay to Lessor the Insurance Cost Expense and Property Tax Increase during any month in which the Base Rent is
abated pursuant to the provisions and conditions of this Paragraph 52.
53. Tenant Improvements.

Lessor shall provide Lessee with Turn Key Tenant Improvements as set forth in the Work Letter.
54. Option To Renew.
Lessor hereby grants to Lessee two (2) consecutive three (3) year options (each, an "Extension Term") to renew the Lease for the
Premises upon six (6) months prior written notice (the "Extension Notice"). Provided Lessee has timely delivered the Extension
Notice, the then current Term of the Lease shall be extended for the applicable Extension Term, and all terms covenants and
conditions of the Lease shall remain unmodified and in full force and effect, except that the Base Rent shall be as set forth herein.
Notwithstanding anything to the contrary contained herein, once Lessee has timely delivered the Extension Notice, the Term of the
Lease shall be extended by the applicable Extension Term and Lessee shall not have the right to cancel or otherwise terminate the
Extension Notice (other than as expressly described below).
The Base Rent for each Extension Term shall be the then current "Fair Market Rental Rate" (as herein defined). As used in this
Lease, the term "Fair Market Rental Rate" shall mean the terms and conditions, including rent, free rent, tenant improvement
allowances (taking into consideration the Lessor provided improvements already within the Premises), brokerage commissions,
base years, construction time and all other lease concessions, which non-renewing, non-equity tenants are then receiving in
connection with leases of comparable space, in buildings comparable to the building in terms of age, quality, size, location,
amenities, freeway signage, quality of construction and appearance. Any improvements, including space upgrades beyond building
standard, or capital upgrades paid for by Lessee shall specifically be excluded from the calculation. In addition, Lessor shall
consider all elements affecting the lease transaction, including, but not limited to, Lessee's credit worthiness.
Lessor and Lessee shall negotiate the Fair Market Rental Rate in good faith during the sixty (60) day period after the delivery of the
Extension Notice. If Lessor and Lessee are unable to agree upon the Fair Market Rental Rate within this sixty (60) day period, and
Lessee elects to proceed with the applicable Extension Term (rather than revoke the Extension Notice), then the Fair Market Rental
Rate shall be determined as follows:
(i)

Lessor and Lessee shall select a mutually acceptable, non-related MAI appraiser or licensed real estate broker with at least ten
(10) years of experience in appraising similar space in San Diego, California, to serve as the arbitrator (the "Arbitrator").

(ii) Lessor and Lessee shall each present their determination of Fair Market Rental Rate to the Arbitrator within the thirty (30)
days after the selection of the Arbitrator.
(iii) The Arbitrator shall select either Lessor or Lessee's determination of Fair Market Rental Rate, without modification, within
thirty (30) days after receipt of both parties' determinations of Fair Market Rental Rate.
(iv) The determination of Fair Market Rental Rate selected by the Arbitrator shall be the Base Rent for the first year of the
applicable Extension Term and such Base Rent shall be subject to an annual

increase of 3% (which increase the Arbitrator will consider in determining whether to select Lessor's or Lessee's determination of
Fair Market Rent).
(v) The party whose estimate of the Fair Market Rental Rate was not selected by the Arbitrator shall be solely responsible for the
Arbitrator's fee.
(vi)
(vii)

The decision of the Arbitrator described in this Paragraph 54 shall be binding upon the parties.

Notwithstanding anything to the contrary contained herein, for each Extension Term, the Base Year for the Real Property Taxes
and the Insurance Costs shall be adjusted to reflect a then current Base Year (i.e., either the then current year in which the
Extension Term is commencing or the immediately prior one) and the Arbitrator shall consider that in determining whether to select
Lessor's or Lessee's determination of Fair Market Rent.
55.

Commencement Of Lease, Expiration of Lease.

Lessor and Lessee acknowledge and agree that the Commencement Date of the Lease shall occur on the date fourteen (14) days
after (i) "Substantial Completion" (as defined in the Work Letter) and (ii) Lessor's delivery to Lessee of possession of the Premises
for the purpose of installing its equipment, computer cabling and telecommunicating wiring, its security systems and any other
fixtures, furnishings and equipment in order to ready the Premises for the conduct of Tenant's business. Lessor presently estimates
that the date of Substantial Completion will be April 1, 2013 (which date may be referred to as the "Target Commencement Date").
The Original Term of this Lease shall expire on January 14, 2018. This Expiration Date is fixed and may only be changed by an
amendment to this Lease, executed by Lessee. This Expiration Date will not be adjusted or extended by Lessor's failure to deliver
the Premises to Lessee on or before the Target Commencement Date.
56. Assignment.
Notwithstanding anything to the contrary contained in this Lease, Lessee shall have the right to assign the Lease, or to sublease all
or a portion of its Premises with written notice, without the consent of Lessor, to: (i) any subsidiary or affiliate of Lessee; (ii) any
entity resulting from a merger or consolidation with Lessee; or (iii) any entity succeeding to substantially all of the business and
assets of Lessee. In the event of any assignment pursuant to the provisions and conditions of this Paragraph 56, the assignee must
have either: (i) the same creditworthiness as the Lessee had as of Lease execution, or (ii) reasonable creditworthiness as reasonably
determined by Lessor in light of the remaining Term and the obligations of Lessee hereunder. If these conditions are not satisfied,
then Lessor's consent to such assignment shall be required pursuant to the provisions and conditions of Paragraph 12 of the Lease.
Notwithstanding anything to the contrary contained herein, no assignment or subletting pursuant to the provisions and conditions of
this Paragraph 56 shall release Lessee of any obligations under this Lease or alter the primary liability of Lessee for the payment of
Rent or for the performance of any other obligations to be performed by Lessee under this Lease.

57. Hazardous Substances.
Notwithstanding anything to the contrary contained in this Lease, Lessor acknowledges that Lessee uses Hazardous Substances in
connection with the conduct of Lessee's business and Lessor does not intend that the provisions of Paragraph 6 of this Lease will
have the effect of frustrating, impeding or prohibiting Lessee from operating its business for the Agreed Use. Lessee shall be
permitted to use Hazardous Substances in the conduct of its business at the Premises provided Lessee's use, storage and disposal of
Hazardous Substances complies with all applicable laws. Prior to the execution of this Lease, Lessor acknowledges that Lessee
provided to it a list of all Hazardous Substances used by Lessee in the conduct of its business, and Lessor hereby approves such list.
Lessee will from time to time during the term of this Lease provide to Lessor an updated list as Hazardous Substances are added or
removed from the list in connection with Lessee's business operations, specifically with regards to the conduct of Lessee's business
at the Premises. Lessor shall not unreasonably withhold consent to any Hazardous Substances added by Lessee to an updated list so
long as such added Hazardous Substances are similar to the Hazardous Substances reflected in any prior list provided to Lessor.
58. Lessee Alterations.
Notwithstanding anything to the contrary contained in Paragraph 7.3(b) of this Lease, if Lessee desires to make any Alterations
during the term of this Lease and requests Lessor's consent thereto, Lessor will specify at that time whether it will require any such
Alterations to be removed when the term of this Lease expires or the Lease otherwise terminates. If Lessor fails to specify, Lessee
may leave such Alterations in place (meaning Lessee will have no obligation to remove any such Alterations and repair any damage
caused by such removal). Further, Lessor acknowledges and agrees that all improvements made to the Premises pursuant to the
Work Letter or made to the Remainder Area will remain in place when the term of this Lease expires or the Lease otherwise
terminates.
59. Lessor Additional Permissions.
Lessor grants Lessee permission to install, at Lessee's cost, fiber cabling between its existing buildings and the Premises at 11436
Sorrento Valley Road. It is understood that this installation will require trenching across the parking lot serving the building located
at 11.436 Sorrento Valley Road and a wall punch-through in order to bring the cabling into the building. Lessor grants Lessee
permission to install, at Lessee's cost, a sign upon the Premises with Lessee's name, which sign may be either on the face of the
building or in the form of a monument on the front lawn.

LESSOR

LESSEE

CAL-SORRENTO, LTD,. a California limited partnership, by H&M HALOZYME THERAPEUTICS, INC., a Delaware
Investments
corporation
Signature: /s/ Steve Higgins
Steve Higgins
Title: General Partner
Dated: 10/31/2012

Signature: /s/ Kurt Gustafson
Kurt Gustafson
Title: CFO
Dated: 31 Oct 2012
HALOZYME, INC., a California corporation
Signature: /s/ Kurt Gustafson
Kurt Gustafson
Title: CFO
Dated: 31 Oct 2012

WORK LETTER
This Work Letter (“Work Letter”) sets forth the respective rights, duties, and obligations of Lessor and Lessee in connection with
the build-out of the Premises under that certain Lease (“Lease”) to which this Work Letter is attached. Lessor's responsibilities
under this Work Letter consist of the turn-key build-out of the Office Premises depicted on the space plan (“Preliminary Space
Plan”) attached as Exhibit A (and more particularly described in the detailed design development plans and specifications
(“Preliminary TI Plans”) attached as Exhibit B (which Preliminary Space Plan and Preliminary TI Plans comprise the scope of the
“Lessor's Work”) in accordance with the approved tenant improvement plans and specifications - as further defined below (the “TI
Plans”), subject to the terms, provisions, and conditions of this Work Letter.
1. Definitions. All terms used in this Work Letter which are not specifically defined herein shall have the meanings ascribed to
them in the Lease to which this Work Letter is attached.
2. Construction Representatives. Lessor appoints Lessor's Representative (identified below) to act for Lessor and Lessee appoints
Lessee's Representative (identified below) to act for Lessee in all matters covered by this Work Letter. All inquiries, requests,
instructions, authorizations, and other communications with respect to the matters covered by this Work Letter will be made to
Lessor's Representative or Lessee's Representative, as the case may be. Lessee will not make any inquiries of or requests to, and
will not give any instructions or authorizations to, any other employee or agent of Lessor, including Lessor's architect, engineers,
and contractors or any of their agents or employees, with regard to matters covered by this Work Letter and any such instruction or
authorization will, at Lessor's election, be of no force or effect. Either party may change its designated Representative under this
Work Letter at any time upon three-business days' prior written notice to the other party.
2.1. Lessee's Representative: Kurt Gustafson, CFO
2.2. Lessor's Representative: Sam Higgins, Director of RE
2.3. Lessor's Architect: Howard Anderson
2.4. Lessor's Project Manager: Martin Brumfield
Lessee's Representative shall be kept updated by Lessor's Representative relative to the construction process and Lessor's
Representative shall grant Lessee's Representative complete access, under reasonable conditions, to the Premises, all relevant
documents (architectural and otherwise), and the construction process. Notwithstanding the foregoing, Lessee's Representative shall
not interfere with Lessor's construction activities and may not give direction to any third party relative to such construction
activities; it being agreed that any communications by Lessee's Representative shall be with Lessor's Representative and not with
the contractors or subcontractors involved in the construction of the Premises.

3. Lessor's Work. Promptly following the execution of the Lease, Lessee and/or Lessor shall work together in good faith with the
Lessee Improvement Planner and cause the Lessee Improvement Planner to prepare (and deliver to Lessor and Lessee) complete,
detailed working plans and specifications (consistent with the approved Preliminary TI Plans) sufficient to obtain the necessary
building permits and to then fully complete the Lessor's Work (the “TI Plans”); which TI Plans will then serve as the basis for
Lessor to undertake and to complete the Lessor's Work. Lessee's Representative and Lessor's Representative shall make good faith
efforts to furnish the Lessee Improvement Planner all information reasonably requested by the Lessee Improvement Planner
promptly. Lessor shall cause the Lessor's Work to be completed in conformance with the TI Plans.
4. Application for Permits. As soon as the TI Plans are approved by Lessee, Lessor shall submit such plans to all appropriate
governmental agencies from whom permits are required for the construction of the Lessor's Work. Lessor shall notify Lessee of any
changes required by any governmental agencies, and Lessee shall have ten (10) days thereafter to indicate its approval thereof. All
such changes required by governmental agencies shall be deemed acceptable to Lessee unless Lessee's use of the Premises is
materially impaired thereby. The TI Plans, all specifications and working drawings as approved, and all change orders specifically
permitted pursuant to Paragraph 3 above and any Change Orders adopted pursuant to Paragraph 5 below, shall be referred to herein
as the “Approved Plans.”
5. Modifications/Approvals.
5.1. Lessee may request changes in the Lessor's Work only by written request (sometimes known as a “bulletin”) from
Lessee's Representative to Lessor's Representative. All such changes shall be subject to Lessor's and Lessee's prior written approval
in accordance with this Paragraph 5. Prior to commencing any such change, Lessor shall prepare and deliver to Lessee, for Lessee's
approval, a change order (the “Change Order”) setting forth the estimated additional time required to perform the change and the
total cost of such change, which will include associated architectural, engineering, and construction contractor's fees, delay costs,
additional coordination costs, and Lessor's estimated internal overhead/supervisory costs in implementing the Change Order (such
overhead/supervisory costs not to exceed ten percent of the amount of the Change Order).
5.2. Lessor may withhold its approval of any Lessee-requested revision or change pursuant to Paragraph 5.1, above, if
such revision or change would require work which: (i) exceeds or affects the structural integrity of the Building or any part of the
utility installations or HVAC systems serving the Building; (ii) does not conform to applicable building codes or is not approved by
any governmental authority with jurisdiction over the Premises and/or the Building; or (iii) if Lessee does not agree to pay for the
costs of the Change Order.
5.3. As soon as (i) the Approved TI Plans have been developed as provided above and approved by Lessor and Lessee,
and (ii) all necessary permits for commencement of construction of the Lessor's Work have been obtained, Lessor shall cause the
Lessor's Contractor to commence and to thereafter diligently prosecute to completion the construction of the Lessor's Work in
accordance with the Approved TI Plans by the scheduled completion dates therefor contained in the Construction Schedule;
provided, however, Lessor shall not be liable for delay in the substantial completion date for the Lessor's

Work to the extent reasonably attributable to a Force Majeure delay, except as specifically provided in the Lease.
5.4 Lessor shall cause the Lessor's Work to be constructed in a good and workmanlike manner, free from material design
and workmanship defects in accordance with the Approved TI Plans, the permits and applicable law. Notwithstanding anything to
the contrary in the Lease or this Work Letter, Lessee's acceptance of the Lessor's Work and/or the Premises shall not waive the
foregoing warranty and Lessor shall promptly remedy all violations of the warranty at its sole cost and expense which occur during
the first twelve (12) months of the term of the Lease. Such warranty shall expire and be of no further force or effect on the date
which is twelve (12) months after the Commencement Date. Lessor shall obtain in the construction documents a 12-month warranty
from Lessor's Contractor equivalent to the warranty Lessor is providing to Lessee under this Section 5.4. Lessee shall promptly
notify Lessor in writing during the warranty period of any defect in construction or in the operation of equipment discovered during
such period, and promptly thereafter Lessor shall commence the cure of such defect and complete such cure with diligence at
Lessor's sole cost. After such 12-month period, Lessee shall conclusively be deemed to have approved the construction of the
Lessor's Work and accepted them “as is”, subject only to defects claimed as provided above. With respect to defects discovered
after the expiration of such 12-month period, the parties hereto acknowledge that it is their intention that Lessee have the benefit of
any construction or equipment warranties existing in favor of Lessor that would assist Lessee in correcting such construction
defects and in discharging its obligations regarding the repair and maintenance of the Premises. Upon request by Lessee following
the expiration of such 12-month period, Lessor shall inform Lessee of all written construction and equipment warranties existing in
favor of Lessor which affect the Lessor's Work. Lessor shall assign such warranties to Lessee upon request in order that Lessee may
enforce the same, but if such warranties are not assignable, then Lessor shall pursue, at Lessee's cost, all claims on such warranties
on Lessee's behalf.
6. Costs Of Lessor's Work. The cost of Lessor's Work includes all hard and soft costs incurred by Lessor in connection with the
designing, constructing, and completion of the Lessor's Work, including, without limitation, costs of space planning, interior
architectural work, costs of the preparation of the Preliminary TI Plans, the TI Plans, all labor, materials, and construction costs,
supervision/construction management fees, the Lessor's Contractor's fee and general conditions, and costs of all fees, inspections,
engineering services, blueprints, and reimbursables. The cost of Lessor's Work does not include the cost of Lessee's furniture,
fixtures, and/or equipment, or other items of personal property, (“FF&E”) all of which will be Lessee's sole responsibility and
expense.
7. Early Entry. Lessor will use good faith efforts to allow Lessee to have early access to the Premises prior to Substantial
Completion (as defined below) for the limited purpose of coordinating Lessee's installation of its vendor-installed equipment,
computer cabling and telecommunications wiring, its security systems, and/ or its FF&E, necessary to ready the Premises for
Lessee's use. Such early entry must be accomplished without delay to, or interference with, Lessor or Lessor's Work, and shall be
subject to all other conditions of the Lease.
8. Inspection And Punchlist. Lessee's Representative and individuals designated by Lessee shall have the right to enter on the
Premises at all reasonable times and upon notice to Lessor's Representative

for the purpose of inspecting the progress of the Lessor's Work. Lessee's Representative and Lessor's Representative, and such
advisers as they shall desire, shall inspect the Lessor's Work upon its Substantial Completion using their best efforts to discover all
uncompleted or defective construction. After such inspection has been completed, a list of “punchlist” items shall be prepared
jointly by Lessor and Lessee which the parties agree are to be corrected by Lessor. Lessor shall use its best efforts to complete
and/or repair such “punchlist” items within thirty (30) days.
9. Substantial Completion. For purposes of this Lease, the term “Substantially Complete” (and its grammatical variations, such as
Substantial Completion) when used with reference to Lessor's Work, will mean that Lessor's Work has been completed in
accordance with the provisions of this Work Letter and in conformance with the TI Plans (except for minor punchlist items which
do not substantially interfere with Lessee's use of the Premises), (ii) all utilities are connected and available for Lessee's use, (iii) all
necessary governmental approvals for occupancy of the Building has been obtained (including, if applicable, a certificate of
occupancy), and (iv) the removal of all construction trailers not being used for continuing work on the Premises to such an extent
that Lessee can lawfully commence its occupancy of the Premises, and that the Lessor's Work can be finally completed within
forty-five (45) days and without material interference to Lessee's occupancy and use of the Premises. The Rent Commencement
Date shall be accelerated one day for each day that Substantial Completion of Lessor's Work would have occurred but for any
Lessee Delays (as defined below). Lessor shall provide Lessee with a factually accurate “Confirmation of Lease Terms” written
memorandum following the Lease Commencement Date reflecting the exact Lease Commencement Date and Rent Commencement
Date; however, any failure to do so shall not affect the Lease. Lessee shall execute and return to Lessor the Confirmation of Lease
Terms memorandum within ten (10) days of its submittal by Lessor to Lessee. Failure by Lessee to execute the Confirmation of
Lease Terms memorandum shall not amend the terms thereof, but shall be deemed as Lessee's final and conclusive acceptance of
the terms thereof.
10. Delays. Lessor agrees to use its best commercially reasonable efforts to Substantially Complete all of the Lessor's Work by
April 1, 2013 and to deliver possession of the Premises to Lessee by that same date, subject to any Lessee caused delay. If, despite
such efforts, Lessor is unable to achieve Substantial Completion and to deliver possession by such date, Lessor shall not be subject
to any liability therefor, nor shall such failure affect the validity of this Lease or change the Expiration Date. Lessee shall not,
however, be obligated to pay Rent or perform its other obligations until Lessor delivers possession of the Premises and any period
of rent abatement that Lessee would otherwise have enjoyed shall run from the date of delivery of possession and continue for a
period equal to what Lessee would otherwise have enjoyed under the terms hereof, but minus any days of delay caused by the acts
or omissions of Lessee. If possession is not delivered by August 1, 2013, as the same may be extended under the terms of the Work
Letter executed by Parties, Lessee may, at its option, by notice in writing, on or before August 11, 2013, (except as extended under
the terms of the Work Letter) cancel this Lease, in which event the Parties shall be discharged from all obligations hereunder. If
such written notice of cancelation is not timely received by Lessor, Lessee's right to cancel shall terminate.
Each of the following events shall constitute a “Lessee Delay”: (a) delays resulting from any direction by Lessee that
Lessor suspend work or otherwise hold up construction of any portion of the Lessor's Work because of a possible change to be
initiated by Lessee or for any other reason directed by

Lessee; (b) delays due to the failure of Lessee to pay when due any amount payable pursuant to this Lease or this Work Letter; (c)
delays which result directly or indirectly from Lessee's requested changes in the Approved TI Plans or Lessor's Work; or (d) any
other action or inaction of Lessee that directly delays Lessor in completing Lessor's Work. Notwithstanding anything to the
contrary in the foregoing, a Lessee Delay shall not commence to occur unless and until Lessor provides to Lessee written notice of
the occurrence of an event [as described in (a), (b), (c) or (d) above] giving rise to the possibility of a Lessee Delay and an
opportunity during the ensuing two (2) days to cure or otherwise fully mitigate the event giving rise to a possible Lessee Delay.
Lessee shall pay any actual and documented costs or expenses incurred by Lessor as a result of any Lessee Delays, including
without limitation, any increases in costs or expenses for labor or materials. Lessor's Representative shall make good faith efforts to
respond to all such changes requested by Lessee under Paragraph 5.1 above within ten (10) days, and any failure to respond within
that time period shall constitute a Lessor delay. Notwithstanding anything to the contrary in this Lease, in the event that the
Commencement Date is delayed at any time by strikes, fire, embargoes, windstorm, flood, earthquake, or acts of war, terrorism or
God, by changes in public laws, regulations or ordinances enacted after the date of execution of this Agreement, by acts of public
officials not caused by any action or inaction of Lessor or Lessee, or by any other cause beyond the reasonable control of Lessor
and/or Lessee, then the targeted Commencement Date shall be extended for a period commensurate with the delay, and no party
shall be liable for any failure to perform its obligations where such failure is as a result of such an event.

EXHIBIT 'A'

A1.1 FLOOR PLANS
(Window Option B)
[Blueprint of Level One Floor Plan and Level Two Floor Plan]

A2.1 EXTERIOR ELEVATIONS
(Window Option B)
[Blueprint of Northwest, Southeast, Southwest and Northeast Elevations]
Exhibit "B"

Turnkey Build Out Specifications

Partitions: Partitions within the tenant suite shall be constructed using 3-5/8" 25 gauge, and 5/8"
gypsum wallboard and sound attenuation from floor to under ceiling grid with 4' of insulation above ceiling on each side of all
walls.
Partitions around conference rooms and corridor walls shall be constructed using 3-5/8" 25 gauge,
and 5/8" gypsum wallboard and sound attenuation blanket insulation from slab to structural deck above.
Corridor partitions separating tenant space from the public corridor and adjacent tenant spaces shall be constructed using 3-5/8" 25
gauge, and 5/8" gypsum wallboard and sound attenuation blanket
insulation from floor slab to structural deck above.
All tenant LAN rooms to receive 4'-0"x8'-0"x3/4" fire treated plywood sheet for telephone switch and equipment.
Door Frames: Door frames will be 5" painted Hollow metal knock down.
Entry Doors: PR 3'0" x 8'0" aluminum frame single glazed storefront entry door.
Exterior Door:

3'0" x 6'8" H.M primed door, paint color to match adjacent wall.

Tenant Doors: Labeled as #3 on Floor Plan ALL dated

3'-0"x7'0"xl-3/8" paint grade solid

core wood. Doors are to be provided with a manufacturer's lifetime warranty and be prepped to receive cylindrical locksets, four
hinges, floor stops and silencers.
Tenant Doors: Labeled as #4 on Floor Plan A1.1 dated

3'-0"x7'0"xl-3/8" paint grade solid

core wood. Doors are to be provided with a manufacturer's lifetime warranty and be prepped to receive cylindrical locksets, four
hinges, floor stops and silencers with 18" wide sidelight.
Door Hardware: Building standard to be approved by Tenant.
Ceiling Grid: 2x4 Armstrong Silhouette 9/16" bolt-slot white grid with 1/4" reveal. Typical ceiling
height to be 8'6"AFF.
Ceiling Tile:

2'x4' radar ceiling tile

Vinyl Composite Tile: Armstrong Standard Excelon 12"x12"xi/8" standard commercial grade vinyl
composite tile, Armstrong Standard Excelon in standard colors as selected by tenant in rooms selected

by Tenant.
Vinyl Wall Base: Johnsonite 4" high vinyl straight base for carpet. Johnsonite 4" high vinyl cove base for VCT flooring. Standard
colors as selected by tenant.
Carpet:

$25 SY installed allowance

Tile: New stone entry allowance $1.4.00 PSF . New restroom tile floor and wall (4' -0" AFF) allowance of $6.00 PSF
Gym Floor: "Sport" Flooring to be installed. Samples to be sent to tenant for approval.
Paint: Three (3) coats minimum. Standard colors as selected by Tenant (includes (1) prime coat and
two finish coats of latex, eggshell finish) with a limit of one (1) color per room and two (2) colors per
suite. All wood and metal surfaces will receive (1) primer coat and two (2) coats of semi-gloss paint.
Pantry Millwork: Pantry millwork will be prefabricated upper & lower cabinets finished in plastic laminate (color selection by
Tenant). Counter tops will be plastic laminate. Handles will be satin
finish, 4" wire style. ADA complaint sink and faucet with 1/4" water line for coffee maker and ice
maker.
Appliances:

Appliances will include In-Sink-Erator 3/4 horsepower disposal.

Pantry Power: Two GFI outlets on dedicated circuits will be provided above the counter.
Sprinkler System: Sprinkler system installed to meet all current applicable Local and NFPA
standards. All heads to be semi-recessed in center of ceiling tile.
Skylights:

4'x4' skylight with translucent diffuser below

Restroom Specifications:
1. New or relocated wall hung lavatories
2. New or relocated wall mounted urinals
3. New or relocated floor mounted. water closets
4. New floor tile - $6.00 PSF allowance
5. New Wall tile - 4'0" AFF, $6,00 PSF Allowance
6. New Laminate counter
7. New or reused toilet partitions

8. Relocated toilet grab bars and accessories
9. Restrooms to meet code and ADA requirements.
10.

New ADA shower in women's and men's restrooms located near Gym.

HVAC Specifications:
1. The system consists of a combination of rooftop and split system heat pumps with a combined total of 53.5-tons.
2. The first floor will utilize a total of 28.5 tons of split system heat pumps. These units will be divided into 8 zones of control. The
condensing unit will be located above the ceiling and mounted up tight to the structure.
3. The second floor will be provided with 25 tons of rooftop package units. There will be 7 units providing individual zones of
control.
4. All duct will be new pre-insulated flexible duct and will include all supply and return air distribution. Ducts will be
equipped with balancing dampers to adjust for proper air flow.
5. Control of both the split system and rooftop package heat pumps will be through electronic programmable thermostats.
6. All equipment will be new with the exception of 16 tons of existing condensing units and the ductless split system for the IT
rooms that require "24/7" operation.
7. Exhaust fan will be provided for the telephone room with a thermostat control to circulate conditioned air as required.
8. Exhaust fans will be provided for new restrooms.
9. Gym will be air conditioned with exhaust fan for additional circulation
10. Areas currently deemed as storage areas will not be
conditioned.
11. Smoke detectors will be provided to meet code.
Electrical Specifications:
a. An energy efficient lighting system using lighting fixtures of the type and quality described herein will be furnished. Lighting
fixtures will utilize energy efficient T5 lamps in 2 X 4 and 2 X 2 lights. Down lighting to be installed in the perimeter of the (2)
larger conference rooms, with (2) lighting zones.

b. In order to save maximum energy and meet current energy conservation codes it is recommended that lighting fixtures be
automatically controlled wherever possible. Wall mounted occupancy sensor type light switches (building standard) should be
utilized in each individual office, conference room, kitchen and break area, storage room, etc.
c. Lighting in tenant corridors, entry lobbies and open office areas where controlled by wall mounted occupancy sensors is not
practical, the lighting fixtures will be wired to the building wide automatic lighting control system. This system provides time of
day, on/off scheduling of lighting fixtures based on tenant prescribed standard operating hours. Should the lights in these areas be
required to operate beyond the normal. tenant occupied schedule, a local override switch will provide two (2) hours of override
lighting each time the switch is activated,
d. Dedicated circuits for all specialty equipment. Tenant to provide equipment list and electrical requirements.
e. Floor cores in each conference room for power/data/A/V distribution.
f. Building standard distribution for each private office. Minimum of (3) outlets and ring and string location in each office.
g. Floor cores for power distribution for workstations not abutting to wall.
Building Standard Lighting Fixtures:
a. New 2 x 4 fluorescent fixtures, parabolic lens
b. Compact fluorescent downlights (building standard) will be used where accent
conference rooms.

lighting is desired in lobbies, corridors or

c. Exit lights (building standard) will be provided in corridors and egress areas to meet

local building codes.

d. Emergency lights (building standard) will be provided in corridors and egress areas to meet local building codes. Emergency
lights will either be wall mounted type or be integral with the overhead 2 X 4 light fixtures.
Elevator:
Elevator specifications and finishes to be provided to Tenant and agreed to prior to lease being executed.
EXTERIOR IMPROVEMENTS:
A. Parking lot - slurry seal and repair as needed, striped, painted curb.
B. Exterior glazing: New 1.75"x6" aluminum storefront system with I" low E insulated glazing center glazed with standard finish.
C. Existing fluted CMU to be cleaned & painted. Patch & Fill all holes and damaged areas.

D. New aluminum sunshade awning 48" projection
E. Existing stairwells to remain. Installation of new metal pipe guardrails and handrails at each stairway.
F. Existing roll-up door to be cleaned and painted.

EXHIBIT 10.46
LOAN AND SECURITY AGREEMENT
THIS LOAN AND SECURITY AGREEMENT (as the same may from time to time be amended, modified, supplemented or restated,
this “ Agreement ”) dated as of December 28, 2012 (the “ Effective Date ”) among OXFORD FINANCE LLC, a Delaware limited liability
company with an office located at 133 North Fairfax Street, Alexandria, Virginia 22314 (“ Oxford ”), as collateral agent (in such capacity, “
Collateral Agent ”), the Lenders listed on Schedule 1.1 hereof or otherwise a party hereto from time to time including Oxford in its capacity as a
Lender and SILICON VALLEY BANK, a California corporation with an office located at 3003 Tasman Drive, Santa Clara, CA 95054 (“ Bank
” or “ SVB ”) (each a “ Lender ” and collectively, the “ Lenders ”), and HALOZYME THERAPEUTICS, INC. a Delaware corporation (“
Parent ”) and HALOZYME, INC., a California corporation (“ Halozyme ”; Halozyme and Parent are individually and collectively, jointly and
severally, “ Borrower ”), both with offices located at 11388 Sorrento Valley Road, San Diego, CA 92121, provides the terms on which the
Lenders shall lend to Borrower and Borrower shall repay the Lenders. The parties agree as follows:
1.

ACCOUNTING AND OTHER TERMS

1.1 Accounting terms not defined in this Agreement shall be construed in accordance with GAAP. Calculations and determinations
must be made in accordance with GAAP. Capitalized terms not otherwise defined in this Agreement shall have the meanings set forth in
Section 13. All other terms contained in this Agreement, unless otherwise indicated, shall have the meaning provided by the Code to the extent
such terms are defined therein. All references to “ Dollars ” or “ $ ” are United States Dollars, unless otherwise noted.
2.

LOANS AND TERMS OF PAYMENT

2.1
Promise to Pay. Borrower hereby unconditionally promises to pay each Lender, the outstanding principal amount of all Term
Loans advanced to Borrower by such Lender and accrued and unpaid interest thereon and any other amounts due hereunder as and when due in
accordance with this Agreement.
2.2

Term Loans.

(a) Availability . Subject to the terms and conditions of this Agreement, the Lenders agree, severally and not jointly, to make
term loans to Borrower on the Effective Date in an aggregate amount of Thirty Million Dollars ($30,000,000.00) according to each Lender’s
Term Loan Commitment as set forth on Schedule 1.1 hereto (such term loans are hereinafter referred to singly as a “ Term Loan ”, and
collectively as the “ Term Loans ”). After repayment, no Term Loan may be re-borrowed.
(b) Repayment . Borrower shall make monthly payments of interest only commencing on the first (1 st ) Payment Date
following the Funding Date of the Term Loans, and continuing on the Payment Date of each successive month thereafter through and including
the Payment Date immediately preceding the Amortization Date. Borrower agrees to pay, on the Funding Date of the Term Loans, any initial
partial monthly interest payment otherwise due for the period between the Funding Date of the Term Loans and the first Payment Date thereof.
Commencing on the Amortization Date, and continuing on the Payment Date of each month thereafter, Borrower shall make consecutive equal
monthly payments of principal and interest, in arrears, to each Lender, as calculated by Collateral Agent (which calculations shall be deemed
correct absent manifest error) based upon: (1) the amount of such Lender’s Term Loan, (2) the effective rate of interest, as determined in
Section 2.3(a), and (3) a repayment schedule equal to thirty-six (36) months. All unpaid principal and accrued and unpaid interest with respect to
the Term Loans is due and payable in full on the Maturity Date. The Term Loans may only be prepaid in accordance with Sections 2.2(c) and 2.2
(d).
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(c) Mandatory Prepayments . If the Term Loans are accelerated following the occurrence of an Event of Default, Borrower
shall immediately pay to Lenders, payable to each Lender in accordance with its respective Pro Rata Share, an amount equal to the sum of: (i) all
outstanding principal of the Term Loans plus accrued and unpaid interest thereon through the prepayment date, (ii) the Final Payment, (iii) the
Prepayment Fee, plus (iv) all other Obligations that are due and payable, including Lenders’ Expenses and interest at the Default Rate with
respect to any past due amounts. Notwithstanding (but without duplication with) the foregoing, on the Maturity Date, if the Final Payment had
not previously been paid in full in connection with the prepayment of the Term Loans in full, Borrower shall pay to Collateral Agent, for
payment to each Lender in accordance with its respective Pro Rata Share, the Final Payment in respect of the Term Loan(s).
(d) Permitted Prepayment of Term Loans . Borrower shall have the option to prepay all, but not less than all, of the Term
Loans advanced by the Lenders under this Agreement, provided Borrower (i) provides written notice to Collateral Agent of its election to prepay
the Term Loans at least ten (10) days prior to such prepayment, and (ii) pays to the Lenders on the date of such prepayment, payable to each
Lender in accordance with its respective Pro Rata Share, an amount equal to the sum of (A) all outstanding principal of the Term Loans plus
accrued and unpaid interest thereon through the prepayment date, (B) the Final Payment, (C) the Prepayment Fee, plus (D) all other Obligations
that are due and payable, including Lenders’ Expenses and interest at the Default Rate with respect to any past due amounts.
2.3

Payment of Interest on the Credit Extensions.

(a) Interest Rate. Subject to Section 2.3(b), the principal amount outstanding under the Term Loans shall accrue interest at a
fixed per annum rate (which rate shall be fixed for the duration of the applicable Term Loan) equal to the Basic Rate, determined by Collateral
Agent on the Funding Date of the applicable Term Loan, which interest shall be payable monthly in arrears in accordance with Sections 2.2
(b) and 2.3(e). Interest shall accrue on each Term Loan commencing on, and including, the Funding Date of such Term Loan, and shall accrue on
the principal amount outstanding under such Term Loan through and including the day on which such Term Loan is paid in full.
(b) Default Rate . Immediately upon the occurrence and during the continuance of an Event of Default, Obligations shall
accrue interest at a fixed per annum rate equal to the rate that is otherwise applicable thereto plus five percentage points (5.00%) (the “ Default
Rate ”). Fees and expenses which are required to be paid by Borrower pursuant to the Loan Documents (including, without limitation, Lenders’
Expenses) but are not paid when due shall bear interest until paid at a rate equal to the highest rate applicable to the Obligations. Payment or
acceptance of the increased interest rate provided in this Section 2.3(b) is not a permitted alternative to timely payment and shall not constitute a
waiver of any Event of Default or otherwise prejudice or limit any rights or remedies of Collateral Agent.
(c) 360-Day Year . Interest shall be computed on the basis of a three hundred sixty (360) day year consisting of twelve (12)
months of thirty (30) days.
(d) Debit of Accounts . Collateral Agent and each Lender may debit (or ACH) any deposit accounts, maintained by
Borrower or any of its Subsidiaries, including the Designated Deposit Account, for principal and interest payments or any other amounts
Borrower owes the Lenders under the Loan Documents when due. Any such debits (or ACH activity) shall not constitute a set-off.
(e) Payments . Except as otherwise expressly provided herein, all payments by Borrower under the Loan Documents shall be
made to the respective Lender to which such payments are owed, at such Lender’s office in immediately available funds on the date specified
herein. Unless otherwise provided, interest is payable monthly on the Payment Date of each month. Payments of principal and/or interest
received after 12:00 noon Eastern time are considered received at the opening of business on the next Business Day. When a payment is due on a
day that is not a Business Day, the payment is due the next Business Day and additional fees or interest, as applicable, shall continue to accrue
until paid. All payments to be made by Borrower hereunder or under any other Loan Document, including
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payments of principal and interest, and all fees, expenses, indemnities and reimbursements, shall be made without set-off, recoupment or
counterclaim, in lawful money of the United States and in immediately available funds.
2.4
Secured Promissory Notes. Each Term Loan shall be evidenced by a Secured Promissory Note or Notes in the form attached as
Exhibit D hereto (each a “ Secured Promissory Note ”), and shall be repayable as set forth in this Agreement. Borrower irrevocably authorizes
each Lender to make or cause to be made, on or about the Funding Date of any Term Loan or at the time of receipt of any payment of principal
on such Lender’s Secured Promissory Note, an appropriate notation on such Lender’s Secured Promissory Note Record reflecting the making of
such Term Loan or (as the case may be) the receipt of such payment. The outstanding amount of each Term Loan set forth on such Lender’s
Secured Promissory Note Record shall be prima facie evidence (absent manifest error) of the principal amount thereof owing and unpaid to such
Lender, but the failure to record, or any error in so recording, any such amount on such Lender’s Secured Promissory Note Record shall not limit
or otherwise affect the obligations of Borrower under any Secured Promissory Note or any other Loan Document to make payments of principal
of or interest on any Secured Promissory Note when due. Upon receipt of an affidavit of an officer of a Lender as to the loss, theft, destruction,
or mutilation of its Secured Promissory Note , Borrower shall issue, in lieu thereof, a replacement Secured Promissory Note in the same principal
amount thereof and of like tenor.
2.5

Fees. Borrower shall pay to Collateral Agent:

(a) Facility Fee . A fully earned, non-refundable facility fee of Three Hundred Thousand Dollars ($300,000.00) payable to
Oxford on the Effective Date (the “ Facility Fee ”);
(b) Final Payment . The Final Payment, when due hereunder, to be shared between the Lenders in accordance with their
respective Pro Rata Shares;
(c) Prepayment Fee . The Prepayment Fee, when due hereunder, to be shared between the Lenders in accordance with their
respective Pro Rata Shares;
(d) Good Faith Deposit . Borrower has paid Oxford a good faith deposit of One Hundred Thousand Dollars ($100,000.00).
The good faith deposit will be applied towards Lenders Expenses for the documentation and negotiation of this Agreement and the transactions
contemplated herein. Any portion of the Good Faith Deposit not utilized to pay Lenders Expenses will be applied to the Facility Fee on the
Effective Date; and
(e) Lenders’ Expenses . All Lenders’ Expenses (including reasonable attorneys’ fees and expenses for documentation and
negotiation of this Agreement) incurred through and after the Effective Date, when due.
(f) Fees Fully Earned . Subject to the last sentence of Section 2.5(d) above, Borrower shall not be entitled to any credit,
rebate, or repayment of any fees earned by Collateral Agent or Lenders pursuant to this Agreement notwithstanding any termination of this
Agreement or the suspension or termination of Lenders’ obligation to make loans and advances hereunder. Collateral Agent and each Lender
may deduct amounts owing by Borrower under the clauses of this Section 2.5 pursuant to the terms of Section 2.3(d).
2.6
Withholding. Payments received by the Lenders from Borrower hereunder will be made free and clear of and without deduction
for any and all present or future taxes, levies, imposts, duties, deductions, withholdings, assessments, fees or other charges imposed by any
governmental authority (including any interest, additions to tax or penalties applicable thereto). Specifically, however, if at any time any
Governmental Authority, applicable law, regulation or international agreement requires Borrower to make any withholding or deduction from
any such payment or other sum payable hereunder to the Lenders, Borrower hereby covenants and agrees that the amount due from Borrower
with respect to such payment or other sum payable hereunder will be increased to the extent necessary to ensure that, after the making of such
required withholding or deduction, each Lender receives a net sum equal to the sum which it would have received had no withholding or
deduction been required and Borrower shall pay the full
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amount withheld or deducted to the relevant Governmental Authority. Borrower will, upon request, furnish the Lenders with proof reasonably
satisfactory to the Lenders indicating that Borrower has made such withholding payment; provided, however, that Borrower need not make any
withholding payment if the amount or validity of such withholding payment is contested in good faith by appropriate and timely proceedings and
as to which payment in full is bonded or reserved against by Borrower. The agreements and obligations of Borrower contained in this
Section 2.6 shall survive the termination of this Agreement.
3.

CONDITIONS OF LOANS

3.1
Conditions Precedent to Initial Credit Extension. Each Lender’s obligation to make a Term Loan is subject to the condition
precedent that Collateral Agent and each Lender shall consent to or shall have received, in form and substance satisfactory to Collateral Agent
and each Lender, the following documents, and completion of the following matters:
(e)

original Loan Documents, each duly executed by each Borrower, as applicable;

(f) duly executed original Control Agreements, each duly executed by each Borrower, as applicable, with respect to any
Collateral Accounts maintained by Borrower;
(g)

duly executed original Secured Promissory Notes in favor of each Lender according to its Commitment Percentage;

(h) the Operating Documents and good standing certificates of each Borrower certified by the Secretary of State (or
equivalent agency) of such Borrower’s jurisdiction of organization or formation and each jurisdiction in which each Borrower is qualified to
conduct business, each as of a date no earlier than thirty (30) days prior to the Effective Date ;
(i)

a completed Perfection Certificate for each Borrower;

(j)

the Annual Projections, for the current calendar year;

(k)

duly executed original officer’s certificate for each Borrower, in the form attached hereto as Exhibit E ;

(l) certified copies, dated as of date no earlier than thirty (30) days prior to the Effective Date, of financing statement
searches, as Collateral Agent shall request, accompanied by written evidence (including any UCC termination statements) that the active Liens
indicated in any such financing statements either constitute Permitted Liens or have been or, in connection with the initial Credit Extension, will
be terminated or released;
(m)

a landlord’s consent executed in favor of Collateral Agent in respect of all of Borrower’s leased locations;

(n) a bailee waiver executed in favor of Collateral Agent in respect of each third party bailee where Borrower maintains
Collateral having a book value in excess of Two Hundred Fifty Thousand Dollars ($250,000.00);
(o)

a duly executed legal opinion of counsel to Borrower dated as of the Effective Date;

(p) evidence satisfactory to Collateral Agent and the Lenders that the insurance policies required by Section 6.5 hereof are in
full force and effect, together with appropriate evidence showing loss payable and/or additional insured clauses or endorsements in favor of
Collateral Agent, for the ratable benefit of the Lenders;
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(q)

payment of the fees and Lenders’ Expenses then due as specified in Section 2.5 hereof;

(r) receipt by (i) the Lenders of an executed Disbursement Letter in the form of Exhibit B-1 attached hereto; and (ii) SVB of
an executed Loan Payment/Advance Request Form in the form of Exhibit B-2 attached hereto; and
(s) the representations and warranties in Section 5 hereof shall be true, accurate and complete in all material respects on the
date of the Disbursement Letter (and the Loan Payment/Advance Request Form) and on the Funding Date of the Credit Extension; provided,
however, that such materiality qualifier shall not be applicable to any representations and warranties that already are qualified or modified by
materiality in the text thereof; and provided, further that those representations and warranties expressly referring to a specific date shall be true,
accurate and complete in all material respects as of such date, and no Event of Default shall have occurred and be continuing or result from the
Credit Extension.
3.2
Covenant to Deliver. Borrower agrees to deliver to Collateral Agent and the Lenders each item required to be delivered to
Collateral Agent under this Agreement as a condition precedent to any Credit Extension. Borrower expressly agrees that a Credit Extension
made prior to the receipt by Collateral Agent or any Lender of any such item shall not constitute a waiver by Collateral Agent or any Lender of
Borrower’s obligation to deliver such item, and any such Credit Extension in the absence of a required item shall be made in each Lender’s sole
discretion.
3.3
Procedures for Borrowing. Subject to the prior satisfaction of all other applicable conditions to the making of a Term Loan set
forth in this Agreement, to obtain a Term Loan, Borrower shall notify the Lenders (which notice shall be irrevocable) by electronic mail,
facsimile, or telephone by 12:00 noon Eastern time one (1) Business Day prior to the date the Term Loan is to be made. Together with any such
electronic, facsimile or telephonic notification, Borrower shall deliver to the Lenders by electronic mail or facsimile a completed Disbursement
Letter (and the Loan Payment/Advance Request Form, with respect to SVB) executed by a Responsible Officer or his or her designee. The
Lenders may rely on any telephone notice given by a person whom a Lender reasonably believes is a Responsible Officer or designee. On the
Funding Date, each Lender shall credit and/or transfer (as applicable) to the Designated Deposit Account, an amount equal to its Term Loan
Commitment.
4.

CREATION OF SECURITY INTEREST

4.1
Grant of Security Interest. Borrower hereby grants Collateral Agent, for the ratable benefit of the Lenders, to secure the
payment and performance in full of all of the Obligations, a continuing security interest in, and pledges to Collateral Agent, for the ratable
benefit of the Lenders, the Collateral, wherever located, whether now owned or hereafter acquired or arising, and all proceeds and products
thereof. Borrower represents, warrants, and covenants that the security interest granted herein is and shall at all times continue to be a first
priority perfected security interest in the Collateral, subject in priority only to the Liens described in clauses (c), (h), (j) and (k) of the definition
of Permitted Liens. If Borrower shall acquire a commercial tort claim (as defined in the Code) with a potential value in excess of Two Hundred
Fifty Thousand Dollars ($250,000.00), Borrower, shall promptly notify Collateral Agent in a writing signed by Borrower, as the case may be, of
the general details thereof (and further details as may be reasonably required by Collateral Agent) and grant to Collateral Agent, for the ratable
benefit of the Lenders, in such writing a security interest therein and in the proceeds thereof, all upon the terms of this Agreement, with such
writing to be in form and substance reasonably satisfactory to Collateral Agent.
Borrower acknowledges that it previously has entered, and/or may in the future enter, into Bank Services Agreements with Bank.
Regardless of the terms of any Bank Services Agreement, Borrower agrees that any amounts Borrower owes Bank thereunder shall be deemed to
be Obligations hereunder and that it is the intent of Borrower and Bank to have all such Obligations secured by the first priority perfected
security interest in the Collateral granted herein (subject only to Permitted Liens that may have superior priority to Bank’s Lien in this
Agreement).
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If this Agreement is terminated, Collateral Agent’s Lien in the Collateral shall continue until the Obligations (other than inchoate
indemnity obligations) are repaid in full in cash. Upon payment in full in cash of the Obligations (other than inchoate indemnity obligations) and
at such time as the Lenders’ obligation to make Credit Extensions has terminated, Collateral Agent shall, at the sole cost and expense of
Borrower, release its Liens in the Collateral and all rights therein shall revert to Borrower. In the event (x) all Obligations (other than inchoate
indemnity obligations), except for Bank Services, are satisfied in full, and (y) this Agreement is terminated, Bank shall terminate the security
interest granted herein upon Borrower providing cash collateral acceptable to Bank in its good faith business judgment for Bank Services, if any.
In the event such Bank Services consist of outstanding Letters of Credit, Borrower shall provide to Bank cash collateral in an amount equal to
(x) if such Letters of Credit are denominated in Dollars, then one hundred five percent (105.00%); and (y) if such Letters of Credit are
denominated in a Foreign Currency, then one hundred ten percent (110.00%), of the Dollar Equivalent of the face amount of all such Letters of
Credit plus all interest, fees, and costs due or to become due in connection therewith (as estimated by Bank in its good faith business judgment),
to secure all of the Obligations relating to such Letters of Credit.
4.2
Authorization to File Financing Statements. Borrower hereby authorizes Collateral Agent to file financing statements or take
any other action required to perfect Collateral Agent’s security interests in the Collateral, without notice to Borrower, with all appropriate
jurisdictions to perfect or protect Collateral Agent’s interest or rights under the Loan Documents, including a notice that any disposition of the
Collateral, except to the extent permitted by the terms of this Agreement, by Borrower, or any other Person, shall be deemed to violate the rights
of Collateral Agent under the Code.
5.

REPRESENTATIONS AND WARRANTIES
Borrower represents and warrants to Collateral Agent and the Lenders as follows at all times:

5.1
Due Organization, Authorization: Power and Authority. Borrower and each of its Subsidiaries is duly existing and in good
standing as a Registered Organization in its jurisdictions of organization or formation and Borrower and each of its Subsidiaries is qualified and
licensed to do business and is in good standing in any jurisdiction in which the conduct of its businesses or its ownership of property requires
that it be qualified except where the failure to do so could not reasonably be expected to have a Material Adverse Change. In connection with
this Agreement, Borrower and each of its Subsidiaries has delivered to Collateral Agent a completed perfection certificate signed by an officer of
Borrower or such Subsidiary (each a “ Perfection Certificate ” and collectively, the “ Perfection Certificates ”). Borrower represents and
warrants that (a) Borrower and each of its Subsidiaries’ exact legal name is that which is indicated on its respective Perfection Certificate and on
the signature page of each Loan Document to which it is a party; (b) Borrower and each of its Subsidiaries is an organization of the type and is
organized in the jurisdiction set forth on its respective Perfection Certificate; (c) each Perfection Certificate accurately sets forth each of
Borrower’s and its Subsidiaries’ organizational identification number or accurately states that Borrower or such Subsidiary has none; (d) each
Perfection Certificate accurately sets forth Borrower’s and each of its Subsidiaries’ place of business, or, if more than one, its chief executive
office as well as Borrower’s and each of its Subsidiaries’ mailing address (if different than its chief executive office); (e) Borrower and each of
its Subsidiaries (and each of its respective predecessors) have not, in the past five (5) years, changed its jurisdiction of organization,
organizational structure or type, or any organizational number assigned by its jurisdiction; and (f) all other information set forth on the Perfection
Certificates pertaining to Borrower and each of its Subsidiaries, is accurate and complete in all material respects (it being understood and agreed
that Borrower and each of its Subsidiaries may from time to time update certain information in the Perfection Certificates (including the
information set forth in clause (d) above) after the Effective Date to the extent permitted by one or more specific provisions in this Agreement).
If Borrower or any of its Subsidiaries is not now a Registered Organization but later becomes one, Borrower shall notify Collateral Agent of
such occurrence and provide Collateral Agent with such Person’s organizational identification number within five (5) Business Days of
receiving such organizational identification number.
The execution, delivery and performance by Borrower and each of its Subsidiaries of the Loan Documents to which it is a party have
been duly authorized, and do not (i) conflict with any of Borrower’s or such Subsidiaries’
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organizational documents, including its respective Operating Documents, (ii) contravene, conflict with, constitute a default under or violate any
material Requirement of Law applicable thereto, (iii) contravene, conflict or violate any applicable order, writ, judgment, injunction, decree,
determination or award of any Governmental Authority by which Borrower or such Subsidiary, or any of their property or assets may be bound
or affected, (iv) require any action by, filing, registration, or qualification with, or Governmental Approval from, any Governmental Authority
(except such Governmental Approvals which have already been obtained and are in full force and effect) or are being obtained pursuant to
Section 6.1(b), or (v) constitute an event of default under any material agreement by which Borrower or any of such Subsidiaries, or their
respective properties, is bound. Neither Borrower nor any of its Subsidiaries is in default under any agreement to which it is a party or by which
it or any of its assets is bound in which such default could reasonably be expected to have a Material Adverse Change.
5.2

Collateral.

(f) Borrower and each its Subsidiaries have good title to, have rights in, and the power to transfer each item of the Collateral
upon which it purports to grant a Lien under the Loan Documents, free and clear of any and all Liens except Permitted Liens, and neither
Borrower nor any of its Subsidiaries have any Deposit Accounts, Securities Accounts, Commodity Accounts or other investment accounts other
than the Collateral Accounts or the other investment accounts, if any, described in the Perfection Certificates delivered to Collateral Agent in
connection herewith with respect of which Borrower or such Subsidiary has given Collateral Agent notice and taken such actions as are
necessary to give Collateral Agent a perfected security interest therein to the extent required under Section 6.6. The Accounts are bona fide,
existing obligations of the Account Debtors.
(g) On the Effective Date, and except as disclosed on the Perfection Certificate (i) the Collateral is not in the possession of
any third party bailee (such as a warehouse), and (ii) no such third party bailee possesses components of the Collateral in excess of Two
Hundred Fifty Thousand Dollars ($250,000.00). None of the components of the Collateral shall be maintained at locations other than as
disclosed in the Perfection Certificates on the Effective Date or as permitted pursuant to Section 6.11.
(h)

All Inventory is in all material respects of good and marketable quality, free from material defects.

(i) Borrower and each of its Subsidiaries is the sole owner of the Intellectual Property each respectively purports to own, free
and clear of all Liens other than Permitted Liens. (i) Each of Borrower’s and its Subsidiaries’ Patents is valid and enforceable and no part of
Borrower’s or its Subsidiaries’ Intellectual Property has been judged invalid or unenforceable, in whole or in part, and (ii) to the best of
Borrower’s knowledge, no claim has been made in writing that any part of the Intellectual Property or any practice by Borrower or its
Subsidiaries violates the rights of any third party except to the extent such claim could not reasonably be expected to have a Material Adverse
Change. Except as noted on the Perfection Certificates, neither Borrower nor any of its Subsidiaries is a party to, nor is bound by, any material
license or other material agreement constituting Collateral with respect to which Borrower or such Subsidiary is the licensee that (i) prohibits or
otherwise restricts Borrower or its Subsidiaries from granting a security interest in Borrower’s or such Subsidiaries’ interest in such material
license or material agreement or any other property, or (ii) for which a default under or termination of could interfere in any material respect with
Collateral Agent’s or any Lender’s right to sell any Collateral.
5.3
Litigation. Except as disclosed (i) on the Perfection Certificates, or (ii) in accordance with Section 6.9 hereof, there are no
actions, suits, investigations, or proceedings pending or, to the knowledge of the Responsible Officers, threatened in writing by or against
Borrower or any of its Subsidiaries involving more than Two Hundred Fifty Thousand Dollars ($250,000.00).
5.4
No Material Deterioration in Financial Condition; Financial Statements. All consolidated financial statements for Borrower
and its Subsidiaries, delivered to Collateral Agent fairly present, in conformity with GAAP, in all material respects the consolidated financial
condition of Borrower and its Subsidiaries, and the consolidated
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results of operations of Borrower and its Subsidiaries. There has not been any material deterioration in the consolidated financial condition of
Borrower and its Subsidiaries since the date of the most recent financial statements submitted to any Lender.
5.5

Solvency. Borrower, together with its Subsidiaries on a consolidated basis, is Solvent.

5.6
Regulatory Compliance. Neither Borrower nor any of its Subsidiaries is an “investment company” or a company “controlled”
by an “investment company” under the Investment Company Act of 1940, as amended. Neither Borrower nor any of its Subsidiaries is engaged
as one of its important activities in extending credit for margin stock (under Regulations X, T and U of the Federal Reserve Board of Governors).
Borrower and each of its Subsidiaries has complied in all material respects with the Federal Fair Labor Standards Act. Neither Borrower nor any
of its Subsidiaries is a “holding company” or an “affiliate” of a “holding company” or a “subsidiary company” of a “holding company” as each
term is defined and used in the Public Utility Holding Company Act of 2005. Neither Borrower nor any of its Subsidiaries has violated any laws,
ordinances or rules, the violation of which could reasonably be expected to have a Material Adverse Change. Neither Borrower’s nor any of its
Subsidiaries’ properties or assets has been used by Borrower or such Subsidiary or, to Borrower’s knowledge, by previous Persons, in disposing,
producing, storing, treating, or transporting any hazardous substance other than in material compliance with applicable laws. Borrower and each
of its Subsidiaries has obtained all consents, approvals and authorizations of, made all declarations or filings with, and given all notices to, all
Governmental Authorities that are necessary to continue their respective businesses as currently conducted.
None of Borrower, any of its Subsidiaries, or any of Borrower’s or its Subsidiaries’ Affiliates or any of their respective agents acting or
benefiting in any capacity in connection with the transactions contemplated by this Agreement is (i) in violation of any Anti-Terrorism Law,
(ii) engaging in or conspiring to engage in any transaction that evades or avoids, or has the purpose of evading or avoiding or attempts to violate,
any of the prohibitions set forth in any Anti-Terrorism Law, or (iii) is a Blocked Person. None of Borrower, any of its Subsidiaries, or to the
knowledge of Borrower and any of their Affiliates or agents, acting or benefiting in any capacity in connection with the transactions
contemplated by this Agreement, (x) conducts any business or engages in making or receiving any contribution of funds, goods or services to or
for the benefit of any Blocked Person, or (y) deals in, or otherwise engages in any transaction relating to, any property or interest in property
blocked pursuant to Executive Order No. 13224, any similar executive order or other Anti-Terrorism Law.
5.7
Investments. Neither Borrower nor any of its Subsidiaries owns any stock, shares, partnership interests or other equity securities
except for Permitted Investments.
5.8
Tax Returns and Payments; Pension Contributions. Borrower and each of its Subsidiaries has timely filed all required tax
returns and reports, and Borrower and each of its Subsidiaries, has timely paid all foreign, federal, state, and local taxes, assessments, deposits
and contributions owed by Borrower and such Subsidiaries, in all jurisdictions in which Borrower or any such Subsidiary is subject to taxes,
including the United States, unless (i) such taxes, assessments, deposits and contributions do not, individually or in the aggregate, exceed Ten
Thousand Dollars ($10,000), or (ii) such taxes are being contested in accordance with the following sentence. Borrower and each of its
Subsidiaries, may defer payment of any contested taxes, provided that Borrower or such Subsidiary, (a) in good faith contests its obligation to
pay the taxes by appropriate proceedings promptly and diligently instituted and conducted, (b) in the case of taxes, assessment, deposit and
contributions exceeding the amount permitted under clause (i) above, notifies Collateral Agent in writing of the commencement of, and any
material development in, the proceedings, and (c) posts bonds or takes any other steps required to prevent the Governmental Authority levying
such contested taxes from obtaining a Lien upon any of the Collateral that is other than a “ Permitted Lien .” Neither Borrower nor any of its
Subsidiaries is aware of any claims or adjustments proposed for any of Borrower’s or such Subsidiaries’, prior tax years which could result in
additional taxes becoming due and payable by Borrower or its Subsidiaries. Borrower and each of its Subsidiaries have paid all amounts
necessary to fund all present pension, profit sharing and deferred compensation plans in accordance with their terms, and neither Borrower nor
any of its Subsidiaries have, withdrawn from participation in, and have not permitted partial or complete termination of, or permitted the
occurrence
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of any other event with respect to, any such plan which could reasonably be expected to result in any liability of Borrower or its Subsidiaries,
including any liability to the Pension Benefit Guaranty Corporation or its successors or any other Governmental Authority.
5.9
Use of Proceeds. Borrower shall use the proceeds of the Credit Extensions solely as working capital and to fund its general
business requirements in accordance with the provisions of this Agreement, and not for personal, family, household or agricultural purposes.
5.10
Full Disclosure. No written representation, warranty or other statement of Borrower or any of its Subsidiaries in any certificate
or written statement given to Collateral Agent or any Lender, as of the date such representation, warranty, or other statement was made, taken
together with all such written certificates and written statements given to Collateral Agent or any Lender and in light of the circumstances in
which made, contains any untrue statement of a material fact or omits to state a material fact necessary to make the statements contained in the
certificates or statements not misleading (it being recognized that any projections and forecasts provided by Borrower in good faith and based
upon reasonable assumptions are not viewed as facts and that actual results during the period or periods covered by such projections and
forecasts may differ from the projected or forecasted results).
6.

AFFIRMATIVE COVENANTS
Borrower shall, and shall cause each of its Subsidiaries to, do all of the following:
6.1

Government Compliance.

(j) Maintain its and all its Subsidiaries’ legal existence and good standing in their respective jurisdictions of organization and
maintain qualification in each jurisdiction in which the failure to so qualify could reasonably be expected to have a Material Adverse Change.
Comply with all laws, ordinances and regulations to which Borrower or any of its Subsidiaries is subject, the noncompliance with which could
reasonably be expected to have a Material Adverse Change.
(k) Obtain and keep in full force and effect, all of the Governmental Approvals necessary for the performance by Borrower
and its Subsidiaries of their respective businesses and obligations under the Loan Documents and the grant of a security interest to Collateral
Agent for the ratable benefit of the Lenders, in all of the Collateral. Borrower shall promptly provide copies to Collateral Agent of any material
Governmental Approvals obtained by Borrower or any of its Subsidiaries.
6.2

Financial Statements, Reports, Certificates.
(a)

Deliver to each Lender:

(i) as soon as available, but no later than forty-five (45) days after the last day of each calendar quarter, a company
prepared consolidated and consolidating balance sheet, income statement and cash flow statement covering the consolidated operations of
Borrower and its Subsidiaries, for such quarter certified by a Responsible Officer and in a form reasonably acceptable to Collateral Agent;
(ii) as soon as available, but no later than the earlier of (x) two hundred ten (210) days after the last day of
Borrower’s fiscal year or (y) five (5) days of filing with the SEC, audited consolidated financial statements prepared under GAAP, consistently
applied, together with an unqualified opinion on the financial statements from an independent certified public accounting firm acceptable to
Collateral Agent in its reasonable discretion;
(iii) as soon as available, but no later than the earlier of (x) seven (7) days after approval thereof by Borrower’s
Board of Directors or (y) sixty (60) days after the last day of each of Borrower’s fiscal years, Borrower’s annual financial projections for the
entire current fiscal year as approved by Borrower’s Board of
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Directors, which such annual financial projections shall be set forth in a quarterly format (such annual financial projections as originally
delivered to Collateral Agent and the Lenders are referred to herein as the “ Annual Projections ”; provided that, any revisions of the Annual
Projections approved by Borrower’s Board of Directors shall be delivered to Collateral Agent and the Lenders no later than seven (7) days after
such approval; and, unless Collateral Agent notifies Borrower to the contrary in writing within thirty (30) days after receipt thereof, the term
“Annual Projections” shall include such revisions);
(iv) within five (5) days of delivery, copies of all statements, reports and notices made available to Borrower’s
security holders or holders of Subordinated Debt;
(v)

within five (5) days of filing, all reports on Form 10-K, 10-Q and 8-K filed with the Securities and Exchange

Commission,
(vi) prompt notice of (A) any material change in the composition of the Intellectual Property, and (B) any event that
could reasonably be expected to materially and adversely affect the value of the Intellectual Property;
(vii) as soon as available, but no later than forty-five (45) days after the last day of each calendar quarter, copies of
the account statements for each Collateral Account maintained by Borrower or its Subsidiaries for the immediately preceding quarterly period,
which statements may be provided to Collateral Agent and each Lender by Borrower or directly from the applicable institution(s), and
(viii)

other financial information as reasonably requested by Collateral Agent or any Lender.

Notwithstanding the foregoing, documents required to be delivered pursuant to the terms hereof (to the extent any such documents are included
in materials otherwise filed with the SEC) may be delivered electronically and if so delivered, shall be deemed to have been delivered on the date
on which Borrower posts such documents, or provides a link thereto, on Borrower’s website on the internet at Borrower’s website address.
(b) Concurrently with the financial statements specified in Section 6.2(a)(i) and (ii) above, deliver to each Lender, a duly
completed Compliance Certificate signed by a Responsible Officer.
(c) Keep proper books of record and account in accordance with GAAP in all material respects, in which full, true and
correct entries shall be made of all dealings and transactions in relation to its business and activities. Borrower shall, and shall cause each of its
Subsidiaries to, allow, at the sole cost of Borrower, Collateral Agent or any Lender, during regular business hours upon reasonable prior notice
(provided that no notice shall be required when an Event of Default has occurred and is continuing), to visit and inspect any of its properties, to
examine and make abstracts or copies from any of its books and records, and to conduct a collateral audit and analysis of its operations and the
Collateral. Such audits shall be conducted no more often than twice every year unless (and more frequently if) an Event of Default has occurred
and is continuing.
6.3
Inventory; Returns. Keep all Inventory in good and marketable condition, free from material defects except for Inventory for
which adequate reserves have been made. Returns and allowances between Borrower, or any of its Subsidiaries, and their respective Account
Debtors shall follow Borrower’s, or such Subsidiary’s, customary practices as they exist at the Effective Date. Borrower must promptly notify
Collateral Agent and the Lenders of all returns, recoveries, disputes and claims that involve more than Two Hundred Fifty Thousand Dollars
($250,000.00) individually or in the aggregate in any calendar year.
6.4
Taxes; Pensions. Timely file and require each of its Subsidiaries to timely file, all required tax returns and reports and timely
pay, and require each of its Subsidiaries to timely file, all foreign, federal, state, and material local taxes, assessments, deposits and contributions
owed by Borrower or its Subsidiaries, except for deferred payment
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of any taxes contested pursuant to the terms of Section 5.8 hereof, and shall deliver to Lenders, promptly upon demand, appropriate certificates
attesting to such payments, and pay all amounts necessary to fund all present pension, profit sharing and deferred compensation plans in
accordance with the terms of such plans.
6.5
Insurance. Keep Borrower’s and its Subsidiaries’ business and the Collateral insured for risks and in amounts standard for
companies in Borrower’s and its Subsidiaries’ industry and location and as Collateral Agent may reasonably request. Insurance policies shall be
in a form, with companies, and in amounts that are reasonably satisfactory to Collateral Agent and Lenders. All property policies shall have a
lender’s loss payable endorsement showing Collateral Agent as lender loss payee and waive subrogation against Collateral Agent, and all
liability policies shall show, or have endorsements showing, Collateral Agent, as additional insured. The Collateral Agent shall be named as
lender loss payee and/or additional insured with respect to any such insurance providing coverage in respect of any Collateral, and each provider
of any such insurance shall agree, by endorsement upon the policy or policies issued by it or by independent instruments furnished to the
Collateral Agent, that it will give the Collateral Agent thirty (30) days prior written notice before any such policy or policies shall be materially
altered or canceled. At Collateral Agent’s request, Borrower shall deliver certified copies of policies and evidence of all premium payments.
Proceeds payable under any policy shall, at Collateral Agent’s option, be payable to Collateral Agent, for the ratable benefit of the Lenders, on
account of the Obligations. Notwithstanding the foregoing, (a) so long as no Event of Default has occurred and is continuing, Borrower shall
have the option of applying the proceeds of any casualty policy up to Two Hundred Fifty Thousand Dollars ($250,000.00) with respect to any
loss, but not exceeding Two Hundred Fifty Thousand Dollars ($250,000.00), in the aggregate for all losses under all casualty policies in any one
year, toward the replacement or repair of destroyed or damaged property; provided that any such replaced or repaired property (i) shall be of
equal or like value as the replaced or repaired Collateral and (ii) shall be deemed Collateral in which Collateral Agent has been granted a first
priority security interest (subject to Permitted Liens), and (b) after the occurrence and during the continuance of an Event of Default, all proceeds
payable under such casualty policy shall, at the option of Collateral Agent, be payable to Collateral Agent, for the ratable benefit of the Lenders,
on account of the Obligations. If Borrower or any of its Subsidiaries fails to obtain insurance as required under this Section 6.5 or to pay any
amount or furnish any required proof of payment to third persons, Collateral Agent and/or any Lender may make, at Borrower’s expense, all or
part of such payment or obtain such insurance policies required in this Section 6.5, and take any action under the policies Collateral Agent or
such Lender deems prudent in its good faith discretion.
6.6

Operating Accounts.

(a) Maintain all of Borrower’s and its Subsidiaries’ primary Collateral Accounts with Bank or its Affiliates in accounts
which are subject to a Control Agreement in favor of Collateral Agent.
(b) Borrower shall provide Collateral Agent five (5) days’ prior written notice before Borrower or any of its Subsidiaries
establishes any Collateral Account at or with any Person other than Bank or its Affiliates. In addition, for each Collateral Account that Borrower
or any of its Subsidiaries, at any time maintains, Borrower or such Subsidiary shall cause the applicable bank or financial institution at or with
which such Collateral Account is maintained to execute and deliver a Control Agreement or other appropriate instrument with respect to such
Collateral Account to perfect Collateral Agent’s Lien in such Collateral Account in accordance with the terms hereunder prior to the
establishment of such Collateral Account, which Control Agreement may not be terminated without prior written consent of Collateral Agent.
The provisions of the previous sentence shall not apply to deposit accounts exclusively used for payroll, payroll taxes and other employee wage
and benefit payments to or for the benefit of Borrower’s, or any of its Subsidiaries’, employees and identified to Collateral Agent by Borrower as
such in the Perfection Certificates.
(c) Neither Borrower nor any of its Subsidiaries shall maintain any Collateral Accounts except Collateral Accounts
maintained in accordance with Sections 6.6(a) and (b).
6.7
Protection of Intellectual Property Rights. Borrower and each of its Subsidiaries shall: (a) use commercially reasonable efforts
to protect, defend and maintain the validity and enforceability of its Intellectual Property that is material to Borrower’s business; (b) promptly
advise Collateral Agent in writing of material infringement by a
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third party of its Intellectual Property; and (c) not allow any Intellectual Property material to Borrower’s business to be abandoned, forfeited or
dedicated to the public unless Borrower determines it to be commercially reasonable to do so in its prudent business judgment and consistent
with past practices.
6.8
Litigation Cooperation. Commencing on the Effective Date and continuing through the termination of this Agreement, make
available to Collateral Agent and the Lenders, without expense to Collateral Agent or the Lenders, Borrower and each of Borrower’s officers,
employees and agents and Borrower’s Books, to the extent that Collateral Agent or any Lender may reasonably deem them necessary to
prosecute or defend any third-party suit or proceeding instituted by or against Collateral Agent or any Lender with respect to any Collateral or
relating to Borrower.
6.9
Notices of Litigation and Default. Borrower will give prompt written notice to Collateral Agent and the Lenders of any
litigation or governmental proceedings pending or threatened (in writing) against Borrower or any of its Subsidiaries, which could reasonably be
expected to result in damages or costs to Borrower or any of its Subsidiaries of Two Hundred Fifty Thousand Dollars ($250,000.00) or more or
which could reasonably be expected to have a Material Adverse Change. Without limiting or contradicting any other more specific provision of
this Agreement, promptly (and in any event within three (3) Business Days) upon Borrower becoming aware of the existence of any Event of
Default or event which, with the giving of notice or passage of time, or both, would constitute an Event of Default, Borrower shall give written
notice to Collateral Agent and the Lenders of such occurrence, which such notice shall include a reasonably detailed description of such Event of
Default or event which, with the giving of notice or passage of time, or both, would constitute an Event of Default.
6.10

Intentionally Omitted.

6.11
Landlord Waivers; Bailee Waivers. In the event that Borrower or any of its Subsidiaries, after the Effective Date, intends to
add any new offices or business locations, including warehouses, or otherwise store any portion of the Collateral with, or deliver any portion of
the Collateral to, a bailee, in each case pursuant to Section 7.2, then Borrower or such Subsidiary will first notify Collateral Agent in writing and,
in the event that the Collateral at any new location is valued in excess of Two Hundred Fifty Thousand Dollars ($250,000.00) in the aggregate,
Borrower shall use commercially reasonable efforts to cause such bailee or landlord, as applicable, to execute and deliver a bailee waiver or
landlord waiver, as applicable, in form and substance reasonably satisfactory to Collateral Agent prior to the addition of any new offices or
business locations, or any such storage with or delivery to any such bailee, as the case may be.
6.12
Creation/Acquisition of Subsidiaries. In the event Borrower, or any of its Subsidiaries creates or acquires any Subsidiary,
Borrower shall provide prior written notice to Collateral Agent and each Lender of the creation or acquisition of such new Subsidiary and take
all such action as may be reasonably required by Collateral Agent or any Lender to cause each such Subsidiary to become a co-Borrower
hereunder or to guarantee the Obligations of Borrower under the Loan Documents and, in each case, grant a continuing pledge and security
interest in and to the assets of such Subsidiary (substantially as described on Exhibit A hereto); and Borrower (or its Subsidiary, as applicable)
shall grant and pledge to Collateral Agent, for the ratable benefit of the Lenders, a perfected security interest in the Shares of each such newly
created or acquired Subsidiary. Nothing in this Section 6.12 shall be construed as permitting the creation or acquisition of any Subsidiary unless
otherwise expressly permitted by this Agreement or consented to in writing by Collateral Agent and the Required Lenders.
6.13

Further Assurances .

(a) Execute any further instruments and take further action as Collateral Agent or any Lender reasonably requests to perfect
or continue Collateral Agent’s Lien in the Collateral or to effect the purposes of this Agreement.
(b) Deliver to Collateral Agent and Lenders, within five (5) days after the same are sent or received, copies of all material
correspondence, reports, documents and other filings with any Governmental Authority
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that could reasonably be expected to have a material adverse effect on any of the Governmental Approvals material to Borrower’s business or
otherwise could reasonably be expected to have a Material Adverse Change.
7.

NEGATIVE COVENANTS

Borrower shall not, and shall not permit any of its Subsidiaries to, do any of the following without the prior written consent of the
Required Lenders:
7.1
Dispositions. Convey, sell, lease, transfer, assign, dispose of or otherwise make cash payments consisting of (collectively, “
Transfer ”), or permit any of its Subsidiaries to Transfer, all or any part of its business or property, except for Transfers (a) consisting of cash
payments (which may be made by charging such payments on Borrower’s corporate credit cards permitted hereunder) to trade creditors and
vendors in the ordinary course of business; (b) of Inventory in the ordinary course of business; (c) of worn-out or obsolete Equipment; (d) in
connection with Permitted Liens, Permitted Investments and Permitted Licenses; (e) of machinery and equipment to the extent that such
machinery or equipment is exchanged for credit against the purchase price of similar replacement machinery or equipment or the proceeds of
such Transfer are applied against the purchase price of such replacement machinery or equipment; (f) Transfers of other property having a fair
market value not exceeding Five Hundred Thousand Dollars ($500,000.00) in the aggregate in any fiscal year of Borrower; (g) constituting
equity financing transactions permitted under Section 7.2(c)(iii) below; and (h) Transfers in addition to those specifically enumerated above to
the extent the same are specifically reflected in the Annual Projections.
7.2
Changes in Business, Management, Ownership, or Business Locations. (a) Engage in or permit any of its Subsidiaries to
engage in any business other than the businesses engaged in by Borrower as of the Effective Date or reasonably related thereto; (b) liquidate or
dissolve; or (c) (i) any Key Person shall cease to be actively engaged in the management of Borrower unless a replacement for such Key Person
is approved by Borrower’s Board of Directors and engaged by Borrower within ninety (90) days of such change; (ii) permit Halozyme to cease
being a wholly-owned Subsidiary of Parent; or (iii) enter into any transaction or series of related transactions in which the stockholders of Parent
who were not stockholders immediately prior to the first such transaction own more than forty nine percent (49.00%) of the voting stock of
Parent immediately after giving effect to such transaction or related series of such transactions (other than by the sale of Parent’s equity
securities in a public offering, a private placement of public equity or to venture capital investors so long as Parent identifies to Collateral Agent
the venture capital investors prior to the closing of the transaction). Borrower shall not, without at least fifteen (15) days’ prior written notice to
Collateral Agent: (A) add any new offices or business locations, including warehouses (unless such new offices or business locations contain less
than Two Hundred Fifty Thousand Dollars ($250,000.00) in Collateral); (B) change its jurisdiction of organization, (C) change its organizational
structure or type, (D) change its legal name, or (E) change any organizational number (if any) assigned by its jurisdiction of organization.
7.3
Mergers or Acquisitions. Merge or consolidate, or permit any of its Subsidiaries to merge or consolidate, with any other Person,
or acquire, or permit any of its Subsidiaries to acquire, all or substantially all of the capital stock, shares or property of another Person, except (ii)
for Permitted Acquisitions and (i) that a Subsidiary may merge or consolidate into another Subsidiary (provided such surviving Subsidiary is a
“co-Borrower” hereunder or has provided a secured Guaranty of Borrower’s Obligations hereunder) or with (or into) Borrower provided
Borrower is the surviving legal entity, and as long as no Event of Default is occurring prior thereto or arises as a result therefrom. Without
limiting the foregoing, Borrower shall not, without Collateral Agent’s prior written consent, enter into any binding contractual arrangement with
any Person to attempt to facilitate a merger or acquisition of Borrower, unless (i) no Event of Default exists when such agreement is entered into
by Borrower, (ii) such agreement does not give such Person the right to claim any fees, payments or damages from Borrower, and (iii) Borrower
notifies Collateral Agent in advance of entering into such an agreement.
7.4
Indebtedness. Create, incur, assume, or be liable for any Indebtedness, or permit any Subsidiary to do so, other than Permitted
Indebtedness.
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7.5
Encumbrance. Create, incur, allow, or suffer any Lien on any of its property, or assign or convey any right to receive income,
including the sale of any Accounts, or permit any of its Subsidiaries to do so, except for Permitted Liens, or permit any Collateral not to be
subject to the first priority security interest granted herein (except for Permitted Liens that are permitted by the terms of this Agreement to have
priority over Collateral Agent’s Lien), or enter into any agreement, document, instrument or other arrangement (except with or in favor of
Collateral Agent, for the ratable benefit of the Lenders and except pursuant to Permitted Licenses) with any Person which directly or indirectly
prohibits or has the effect of prohibiting Borrower, or any of its Subsidiaries, from assigning, mortgaging, pledging, granting a security interest
in or upon, or encumbering any of Borrower’s or such Subsidiary’s Intellectual Property, except as is otherwise permitted in Section 7.1 hereof
and the definition of “ Permitted Liens ” herein.
7.6

Maintenance of Collateral Accounts. Maintain any Collateral Account except pursuant to the terms of Section 6.6 hereof.

7.7
Distributions; Investments. (a) Pay any dividends (other than dividends payable solely in capital stock) or make any
distribution or payment in respect of or redeem, retire or purchase any capital stock (other than redemptions, retirements, or repurchases pursuant
to the terms of employee stock purchase plans, employee restricted stock agreements, stockholder rights plans, director or consultant stock
option plans, or similar plans, provided such repurchases do not exceed One Million Dollars ($1,000,000.00) in the aggregate per fiscal year) or
(b) directly or indirectly make any Investment other than Permitted Investments, or permit any of its Subsidiaries to do so.
7.8
Transactions with Affiliates. Directly or indirectly enter into or permit to exist any material transaction with any Affiliate of
Borrower or any of its Subsidiaries, except for (a) transactions that are in the ordinary course of Borrower’s or such Subsidiary’s business, upon
fair and reasonable terms that are no less favorable to Borrower or such Subsidiary than would be obtained in an arm’s length transaction with a
non-affiliated Person, (b) Investments permitted pursuant to clauses (d) and (h) of the definition of Permitted Investments, and (c) Subordinated
Debt or equity investments by Borrower’s investors in Borrower or its Subsidiaries.
7.9
Subordinated Debt. (a) Make or permit any payment on any Subordinated Debt, except under the terms of the subordination,
intercreditor, or other similar agreement to which such Subordinated Debt is subject, or (b) amend any provision in any document relating to the
Subordinated Debt which would increase the amount thereof or adversely affect the subordination thereof to Obligations owed to the Lenders.
7.10
Compliance. Become an “investment company” or a company controlled by an “investment company”, under the Investment
Company Act of 1940, as amended, or undertake as one of its important activities extending credit to purchase or carry margin stock (as defined
in Regulation U of the Board of Governors of the Federal Reserve System), or use the proceeds of any Credit Extension for that purpose; fail to
meet the minimum funding requirements of ERISA, permit a Reportable Event or Prohibited Transaction, as defined in ERISA, to occur; fail to
comply with the Federal Fair Labor Standards Act or violate any other law or regulation, or permit any of its Subsidiaries to do so, in each case,
if the violation could reasonably be expected to have a Material Adverse Change; withdraw or permit any Subsidiary to withdraw from
participation in, permit partial or complete termination of, or permit the occurrence of any other event with respect to, any present pension, profit
sharing and deferred compensation plan which could reasonably be expected to result in any liability of Borrower or any of its Subsidiaries,
including any liability to the Pension Benefit Guaranty Corporation or its successors or any other Governmental Authority.
7.11
Compliance with Anti-Terrorism Laws. Collateral Agent hereby notifies Borrower and each of its Subsidiaries that pursuant
to the requirements of Anti-Terrorism Laws, and Collateral Agent’s policies and practices, Collateral Agent is required to obtain, verify and
record certain information and documentation that identifies Borrower and each of its Subsidiaries and their principals, which information
includes the name and address of Borrower and each of its Subsidiaries and their principals and such other information that will allow Collateral
Agent to identify such party in accordance with Anti-Terrorism Laws. Neither Borrower nor any of its Subsidiaries shall, nor shall Borrower or
any of its Subsidiaries permit any Affiliate within Borrower’s or its Subsidiary’s control to, directly or indirectly, knowingly enter into any
documents, instruments, agreements or contracts with any Person listed on the OFAC Lists.
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Borrower and each of its Subsidiaries shall immediately notify Collateral Agent if Borrower or such Subsidiary has knowledge that Borrower, or
any Subsidiary or Affiliate of Borrower, is listed on the OFAC Lists or (a) is convicted on, (b) pleads nolo contendere to, (c) is indicted on, or
(d) is arraigned and held over on charges involving money laundering or predicate crimes to money laundering. Neither Borrower nor any of its
Subsidiaries shall, nor shall Borrower or any of its Subsidiaries, permit any Affiliate within Borrower’s or its Subsidiary’s control to, directly or
indirectly, (i) conduct any business or engage in any transaction or dealing with any Blocked Person, including, without limitation, the making or
receiving of any contribution of funds, goods or services to or for the benefit of any Blocked Person, (ii) deal in, or otherwise engage in any
transaction relating to, any property or interests in property blocked pursuant to Executive Order No. 13224 or any similar executive order or
other Anti-Terrorism Law, or (iii) engage in or conspire to engage in any transaction that evades or avoids, or has the purpose of evading or
avoiding, or attempts to violate, any of the prohibitions set forth in Executive Order No. 13224 or other Anti-Terrorism Law.
8.

EVENTS OF DEFAULT
Any one of the following shall constitute an event of default (an “ Event of Default ”) under this Agreement:

8.1
Payment Default. Borrower fails to (a) make any payment of principal or interest on any Credit Extension on its due date, or
(b) pay any other Obligations within three (3) Business Days after such Obligations are due and payable (which three (3) Business Day grace
period shall not apply to payments due on the Maturity Date or the date of acceleration pursuant to Section 9.1 (a) hereof). During the cure
period, the failure to cure the payment default is not an Event of Default (but no Credit Extension will be made during the cure period);
8.2

Covenant Default.

(a) Borrower or any of its Subsidiaries fails or neglects to perform any obligation in Sections 6.2 (Financial Statements,
Reports, Certificates), 6.4 (Taxes), 6.5 (Insurance), 6.6 (Operating Accounts), 6.7 (Protection of Intellectual Property Rights), 6.9 (Notice of
Litigation and Default), 6.11 (Landlord Waivers; Bailee Waivers), 6.12 (Creation/Acquisition of Subsidiaries) or 6.13 (Further Assurances) or
Borrower violates any covenant in Section 7; or
(b) Borrower, or any of its Subsidiaries, fails or neglects to perform, keep, or observe any other term, provision, condition,
covenant or agreement contained in this Agreement or any Loan Documents, and as to any default (other than those specified in this Section 8)
under such other term, provision, condition, covenant or agreement that can be cured, has failed to cure the default within ten (10) days after the
occurrence thereof; provided, however, that if the default cannot by its nature be cured within the ten (10) day period or cannot after diligent
attempts by Borrower be cured within such ten (10) day period, and such default is likely to be cured within a reasonable time, then Borrower
shall have an additional period (which shall not in any case exceed thirty (30) days) to attempt to cure such default, and within such reasonable
time period the failure to cure the default shall not be deemed an Event of Default (but no Credit Extensions shall be made during such cure
period). Grace periods provided under this Section shall not apply to any covenants set forth in subsection (a) above;
8.3

Material Adverse Change. A Material Adverse Change occurs;

8.4

Attachment; Levy; Restraint on Business.

(d) (i) The service of process seeking to attach, by trustee or similar process, any funds of Borrower or any of its Subsidiaries
or of any entity under control of Borrower or its Subsidiaries on deposit with any Lender or any Lender’s Affiliate or any bank or other
institution at which Borrower or any of its Subsidiaries maintains a Collateral Account, or (ii) a notice of lien, levy, or assessment is filed against
Borrower or any of its Subsidiaries or their respective assets by any government agency, and the same under subclauses (i) and (ii) hereof are
not, within ten (10) days after the occurrence thereof, discharged or stayed (whether through the posting of a bond or otherwise); provided,
however, no Credit Extensions shall be made during any ten (10) day cure period; and
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(e) (i) any material portion of Borrower’s or any of its Subsidiaries’ assets is attached, seized, levied on, or comes into
possession of a trustee or receiver, or (ii) any court order enjoins, restrains, or prevents Borrower or any of its Subsidiaries from conducting any
part of its business;
8.5
Insolvency. (a) Borrower (when taken on a consolidated basis with its Subsidiaries) is or becomes Insolvent; (b) Borrower or
any of its Subsidiaries begins an Insolvency Proceeding; or (c) an Insolvency Proceeding is begun against Borrower or any of its Subsidiaries
and not dismissed or stayed within forty-five (45) days (but no Credit Extensions shall be made while Borrower or any Subsidiary is Insolvent
and/or until any Insolvency Proceeding is dismissed);
8.6
Other Agreements. There is a default in any agreement to which Borrower or any of its Subsidiaries is a party with a third party
or parties resulting in a right by such third party or parties, whether or not exercised, to accelerate the maturity of any Indebtedness in an amount
in excess of Two Hundred Fifty Thousand Dollars ($250,000.00) or that could reasonably be expected to have a Material Adverse Change;
8.7
Judgments. One or more judgments, orders, or decrees for the payment of money in an amount, individually or in the aggregate,
of at least Two Hundred Fifty Thousand Dollars ($250,000.00) (not covered by independent third-party insurance as to which liability has been
accepted by such insurance carrier) shall be rendered against Borrower or any of its Subsidiaries and shall remain unsatisfied, unvacated, or
unstayed for a period of ten (10) days after the entry thereof (provided that no Credit Extensions will be made prior to the satisfaction, vacation,
or stay of such judgment, order or decree);
8.8
Misrepresentations. Borrower or any of its Subsidiaries or any Person acting at the direction or under the authority of Borrower
or any of its Subsidiaries makes any representation, warranty, or other statement now or later in this Agreement, any Loan Document or in any
writing delivered to Collateral Agent and/or Lenders or to induce Collateral Agent and/or the Lenders to enter this Agreement or any Loan
Document, and such representation, warranty, or other statement is incorrect in any material respect when made;
8.9
Subordinated Debt. A default or breach occurs under any agreement between Borrower or any of its Subsidiaries and any
creditor of Borrower or any of its Subsidiaries that signed a subordination, intercreditor, or other similar agreement with Collateral Agent or the
Lenders, or any creditor that has signed such an agreement with Collateral Agent or the Lenders breaches any terms of such agreement;
8.10
Guaranty. (a) Any Guaranty terminates or ceases for any reason to be in full force and effect; (b) any Guarantor does not
perform any obligation or covenant under any Guaranty; (c) any circumstance described in Sections 8.3, 8.4, 8.5, 8.7, or 8.8 occurs with respect
to any Guarantor; or (d) the liquidation, winding up, or termination of existence of any Guarantor;
8.11
Governmental Approvals. Any Governmental Approval shall have been revoked, rescinded, suspended, modified in an
adverse manner, or not renewed in the ordinary course for a full term and such revocation, rescission, suspension, modification or non-renewal
has resulted in or could reasonably be expected to result in a Material Adverse Change; or
8.12
Lien Priority. Any Lien created hereunder or by any other Loan Document shall at any time fail to constitute a valid and
perfected Lien on any of the Collateral purported to be secured thereby, subject to no prior or equal Lien, other than Permitted Liens which are
permitted to have priority in accordance with the terms of this Agreement.
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9.

RIGHTS AND REMEDIES
9.1

Rights and Remedies.

(c) Upon the occurrence and during the continuance of an Event of Default, Collateral Agent may, and at the written
direction of Required Lenders shall, without notice or demand, do any or all of the following: (i) deliver notice of the Event of Default to
Borrower, (ii) by notice to Borrower declare all Obligations immediately due and payable (but if an Event of Default described in Section 8.5
occurs all Obligations shall be immediately due and payable without any action by Collateral Agent or the Lenders) or (iii) by notice to Borrower
suspend or terminate the obligations, if any, of the Lenders to advance money or extend credit for Borrower’s benefit under this Agreement or
under any other agreement between Borrower and Collateral Agent and/or the Lenders (but if an Event of Default described in Section 8.5
occurs all obligations, if any, of the Lenders to advance money or extend credit for Borrower’s benefit under this Agreement or under any other
agreement between Borrower and Collateral Agent and/or the Lenders shall be immediately terminated without any action by Collateral Agent or
the Lenders).
(d) Without limiting the rights of Collateral Agent and the Lenders set forth in Section 9.1(a) above, upon the occurrence and
during the continuance of an Event of Default, Collateral Agent shall have the right, without notice or demand, to do any or all of the following:
(i)

foreclose upon and/or sell or otherwise liquidate, the Collateral;

(ii) apply to the Obligations any (a) balances and deposits of Borrower that Collateral Agent or any Lender holds or
controls, or (b) any amount held or controlled by Collateral Agent or any Lender owing to or for the credit or the account of Borrower; and/or
(iii)

commence and prosecute an Insolvency Proceeding or consent to Borrower commencing any Insolvency

Proceeding.
(e) Without limiting the rights of Collateral Agent and the Lenders set forth in Sections 9.1(a) and (b) above, upon the
occurrence and during the continuance of an Event of Default, Collateral Agent shall have the right, without notice or demand, to do any or all of
the following:
(i) settle or adjust disputes and claims directly with Account Debtors for amounts on terms and in any order that
Collateral Agent considers advisable, notify any Person owing Borrower money of Collateral Agent’s security interest in such funds, and verify
the amount of such account;
(ii) make any payments and do any acts it considers necessary or reasonable to protect the Collateral and/or its
security interest in the Collateral. Borrower shall assemble the Collateral if Collateral Agent requests and make it available in a location as
Collateral Agent reasonably designates. Collateral Agent may enter premises where the Collateral is located, take and maintain possession of any
part of the Collateral, and pay, purchase, contest, or compromise any Lien which appears to be prior or superior to its security interest and pay all
expenses incurred. Borrower grants Collateral Agent a license to enter and occupy any of its premises, without charge, to exercise any of
Collateral Agent’s rights or remedies;
(iii) ship, reclaim, recover, store, finish, maintain, repair, prepare for sale, and/or advertise for sale, the Collateral.
Collateral Agent is hereby granted a non-exclusive, royalty-free license or other right to use, without charge, Borrower’s and each of its
Subsidiaries’ labels, patents, copyrights, mask works, rights of use of any name, trade secrets, trade names, trademarks, service marks, and
advertising matter, or any similar property as it pertains to the Collateral, in completing production of, advertising for sale, and selling any
Collateral and, in connection with Collateral Agent’s exercise of its rights under this Section 9.1, Borrower’s and each of its Subsidiaries’ rights
under all licenses and all franchise agreements inure to Collateral Agent, for the benefit of the Lenders;

17

(iv) place a “hold” on any account maintained with Collateral Agent or the Lenders and/or deliver a notice of
exclusive control, any entitlement order, or other directions or instructions pursuant to any Control Agreement or similar agreements providing
control of any Collateral;
(v)

demand and receive possession of Borrower’s Books;

(vi) appoint a receiver to seize, manage and realize any of the Collateral, and such receiver shall have any right and
authority as any competent court will grant or authorize in accordance with any applicable law, including any power or authority to manage the
business of Borrower or any of its Subsidiaries;
(vii) subject to clauses 9.1(a) and (b), exercise all rights and remedies available to Collateral Agent and each Lender
under the Loan Documents or at law or equity, including all remedies provided under the Code (including disposal of the Collateral pursuant to
the terms thereof);
(viii) for any Letters of Credit, demand that Borrower (i) deposit cash with Bank in an amount equal to (x) if such
Letters of Credit are denominated in Dollars, then one hundred five percent (105.00%); and (y) if such Letters of Credit are denominated in a
Foreign Currency, then one hundred ten percent (110.00%), of the Dollar Equivalent of the aggregate face amount of all Letters of Credit
remaining undrawn (plus all interest, fees, and costs due or to become due in connection therewith (as estimated by Bank in its good faith
business judgment)), to secure all of the Obligations relating to such Letters of Credit, as collateral security for the repayment of any future
drawings under such Letters of Credit, and Borrower shall forthwith deposit and pay such amounts, and (ii) pay in advance all letter of credit
fees scheduled to be paid or payable over the remaining term of any Letters of Credit; and
(ix)

terminate any FX Contracts.

Notwithstanding any provision of this Section 9.1 to the contrary, upon the occurrence of any Event of Default, Collateral Agent shall have the
right to exercise any and all remedies referenced in this Section 9.1 without the written consent of Required Lenders following the occurrence of
an Exigent Circumstance. As used in the immediately preceding sentence, “ Exigent Circumstance ” means any event or circumstance that, in
the reasonable judgment of Collateral Agent, imminently threatens the ability of Collateral Agent to realize upon all or any material portion of
the Collateral, such as, without limitation, fraudulent removal, concealment, or abscondment thereof, destruction or material waste thereof, or
failure of Borrower or any of its Subsidiaries after reasonable demand to maintain or reinstate adequate casualty insurance coverage, or which, in
the judgment of Collateral Agent, could reasonably be expected to result in a material diminution in value of the Collateral.
9.2
Power of Attorney. Borrower hereby irrevocably appoints Collateral Agent as its lawful attorney-in-fact, exercisable upon the
occurrence and during the continuance of an Event of Default, to: (a) endorse Borrower’s or any of its Subsidiaries’ name on any checks or other
forms of payment or security; (b) sign Borrower’s or any of its Subsidiaries’ name on any invoice or bill of lading for any Account or drafts
against Account Debtors; (c) settle and adjust disputes and claims about the Accounts directly with Account Debtors, for amounts and on terms
Collateral Agent determines reasonable; (d) make, settle, and adjust all claims under Borrower’s insurance policies; (e) pay, contest or settle any
Lien, charge, encumbrance, security interest, and adverse claim in or to the Collateral, or any judgment based thereon, or otherwise take any
action to terminate or discharge the same; and (f) transfer the Collateral into the name of Collateral Agent or a third party as the Code or any
applicable law permits. Borrower hereby appoints Collateral Agent as its lawful attorney-in-fact to sign Borrower’s or any of its Subsidiaries’
name on any documents necessary to perfect or continue the perfection of Collateral Agent’s security interest in the Collateral regardless of
whether an Event of Default has occurred until all Obligations (other than inchoate indemnity obligations) have been satisfied in full and
Collateral Agent and the Lenders are under no further obligation to make Credit Extensions hereunder. Collateral Agent’s foregoing appointment
as Borrower’s or any of its Subsidiaries’ attorney in fact, and all of Collateral Agent’s rights and powers, coupled with an interest, are
irrevocable until all Obligations (other than inchoate indemnity obligations) have been fully repaid and performed and Collateral Agent’s and the
Lenders’ obligation to provide Credit Extensions terminates.
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9.3
Protective Payments. If Borrower or any of its Subsidiaries fail to obtain the insurance called for by Section 6.5 or fails to pay
any premium thereon or fails to pay any other amount which Borrower or any of its Subsidiaries is obligated to pay under this Agreement or any
other Loan Document, Collateral Agent may obtain such insurance or make such payment, and all amounts so paid by Collateral Agent are
Lenders’ Expenses and immediately due and payable, bearing interest at the Default Rate, and secured by the Collateral. Collateral Agent will
make reasonable efforts to provide Borrower with notice of Collateral Agent obtaining such insurance or making such payment at the time it is
obtained or paid or within a reasonable time thereafter. No such payments by Collateral Agent are deemed an agreement to make similar
payments in the future or Collateral Agent’s waiver of any Event of Default.
9.4
Application of Payments and Proceeds. Notwithstanding anything to the contrary contained in this Agreement, upon the
occurrence and during the continuance of an Event of Default, (a) Borrower irrevocably waives the right to direct the application of any and all
payments at any time or times thereafter received by Collateral Agent from or on behalf of Borrower or any of its Subsidiaries of all or any part
of the Obligations, and, as between Borrower on the one hand and Collateral Agent and Lenders on the other, Collateral Agent shall have the
continuing and exclusive right to apply and to reapply any and all payments received against the Obligations in such manner as Collateral Agent
may deem advisable notwithstanding any previous application by Collateral Agent, and (b) the proceeds of any sale of, or other realization upon
all or any part of the Collateral shall be applied: first, to the Lenders’ Expenses; second, to accrued and unpaid interest on the Obligations
(including any interest which, but for the provisions of the United States Bankruptcy Code, would have accrued on such amounts); third, to the
principal amount of the Obligations outstanding; and fourth, to any other indebtedness or obligations of Borrower owing to Collateral Agent or
any Lender under the Loan Documents. Any balance remaining shall be delivered to Borrower or to whoever may be lawfully entitled to receive
such balance or as a court of competent jurisdiction may direct. In carrying out the foregoing, (x) amounts received shall be applied in the
numerical order provided until exhausted prior to the application to the next succeeding category, and (y) each of the Persons entitled to receive
a payment in any particular category shall receive an amount equal to its pro rata share of amounts available to be applied pursuant thereto for
such category. Any reference in this Agreement to an allocation between or sharing by the Lenders of any right, interest or obligation “ratably,”
“proportionally” or in similar terms shall refer to Pro Rata Share unless expressly provided otherwise. Collateral Agent, or if applicable, each
Lender, shall promptly remit to the other Lenders such sums as may be necessary to ensure the ratable repayment of each Lender’s portion of
any Term Loan and the ratable distribution of interest, fees and reimbursements paid or made by Borrower. Notwithstanding the foregoing, a
Lender receiving a scheduled payment shall not be responsible for determining whether the other Lenders also received their scheduled payment
on such date; provided, however, if it is later determined that a Lender received more than its ratable share of scheduled payments made on any
date or dates, then such Lender shall remit to Collateral Agent or other Lenders such sums as may be necessary to ensure the ratable payment of
such scheduled payments, as instructed by Collateral Agent. If any payment or distribution of any kind or character, whether in cash, properties
or securities, shall be received by a Lender in excess of its ratable share, then the portion of such payment or distribution in excess of such
Lender’s ratable share shall be received by such Lender in trust for and shall be promptly paid over to the other Lender for application to the
payments of amounts due on the other Lenders’ claims. To the extent any payment for the account of Borrower is required to be returned as a
voidable transfer or otherwise, the Lenders shall contribute to one another as is necessary to ensure that such return of payment is on a pro rata
basis. If any Lender shall obtain possession of any Collateral, it shall hold such Collateral for itself and as agent and bailee for Collateral Agent
and other Lenders for purposes of perfecting Collateral Agent’s security interest therein.
9.5
Liability for Collateral. So long as Collateral Agent and the Lenders comply with reasonable banking practices regarding the
safekeeping of the Collateral in the possession or under the control of Collateral Agent and the Lenders, Collateral Agent and the Lenders shall
not be liable or responsible for: (a) the safekeeping of the Collateral; (b) any loss or damage to the Collateral; (c) any diminution in the value of
the Collateral; or (d) any act or default of any carrier, warehouseman, bailee, or other Person. Borrower bears all risk of loss, damage or
destruction of the Collateral.
9.6
No Waiver; Remedies Cumulative. Failure by Collateral Agent or any Lender, at any time or times, to require strict
performance by Borrower of any provision of this Agreement or any other Loan Document shall not
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waive, affect, or diminish any right of Collateral Agent or any Lender thereafter to demand strict performance and compliance herewith or
therewith. No waiver hereunder shall be effective unless signed by Collateral Agent and the Required Lenders and then is only effective for the
specific instance and purpose for which it is given. The rights and remedies of Collateral Agent and the Lenders under this Agreement and the
other Loan Documents are cumulative. Collateral Agent and the Lenders have all rights and remedies provided under the Code, any applicable
law, by law, or in equity. The exercise by Collateral Agent or any Lender of one right or remedy is not an election, and Collateral Agent’s or any
Lender’s waiver of any Event of Default is not a continuing waiver. Collateral Agent’s or any Lender’s delay in exercising any remedy is not a
waiver, election, or acquiescence.
9.7
Demand Waiver. Borrower waives, to the fullest extent permitted by law, demand, notice of default or dishonor, notice of
payment and nonpayment, notice of any default, nonpayment at maturity, release, compromise, settlement, extension, or renewal of accounts,
documents, instruments, chattel paper, and guarantees held by Collateral Agent or any Lender on which Borrower or any Subsidiary is liable.
10.

NOTICES

All notices, consents, requests, approvals, demands, or other communication (collectively, “ Communication ”) by any party to this
Agreement or any other Loan Document must be in writing and shall be deemed to have been validly served, given, or delivered: (a) upon the
earlier of actual receipt and three (3) Business Days after deposit in the U.S. mail, first class, registered or certified mail return receipt requested,
with proper postage prepaid; (b) upon transmission, when sent by facsimile transmission; (c) one (1) Business Day after deposit with a reputable
overnight courier with all charges prepaid; or (d) when delivered, if hand-delivered by messenger, all of which shall be addressed to the party to
be notified and sent to the address, facsimile number, or email address indicated below. Any of Collateral Agent, Lender or Borrower may
change its mailing address or facsimile number by giving the other party written notice thereof in accordance with the terms of this Section 10.
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If to Borrower:

11.

HALOZYME THERAPEUTICS, INC.
HALOZYME, INC.
11388 Sorrento Valley Road
San Diego, CA 92121
Attn: Kurt A. Gustafson, CFO
Fax: (858) 704-8311
Email: kgustafson@halozyme.com

If to Collateral Agent:

OXFORD FINANCE LLC
133 North Fairfax Street
Alexandria, Virginia 22314
Attention: Legal Department
Fax: (703) 519-5225
Email: LegalDepartment@oxfordfinance.com

with a copy to

SILICON VALLEY BANK
4370 La Jolla Village Drive
Suite 860
San Diego, CA 92122
Attn: Kevin Wallace
Tel.: (858) 784.3353
Fax: (858 ) 622-1424
Email: kwallace@svb.com

with a copy (which shall not
constitute notice) to:

VLP Law Group LLP
3411 Cypress Drive
Falls Church, Virginia 22042
Attn: Denise G. Zack
Fax: (703) 260-6551
Email: dzack@vlplawgroup.com

CHOICE OF LAW, VENUE AND JURY TRIAL WAIVER, AND JUDICIAL REFERENCE

California law governs the Loan Documents without regard to principles of conflicts of law. Borrower, Collateral Agent and each
Lender each submit to the exclusive jurisdiction of the State and Federal courts in Santa Clara County, California; provided, however, that
nothing in this Agreement shall be deemed to operate to preclude Collateral Agent or any Lender from bringing suit or taking other legal action
in any other jurisdiction to realize on the Collateral or any other security for the Obligations, or to enforce a judgment or other court order in
favor of Collateral Agent or any Lender. Borrower expressly submits and consents in advance to such jurisdiction in any action or suit
commenced in any such court, and Borrower hereby waives any objection that it may have based upon lack of personal jurisdiction, improper
venue, or forum non conveniens and hereby consents to the granting of such legal or equitable relief as is deemed appropriate by such court.
Borrower hereby waives personal service of the summons, complaints, and other process issued in such action or suit and agrees that service of
such summons, complaints, and other process may be made by registered or certified mail addressed to Borrower at the address set forth in, or
subsequently provided by Borrower in accordance with, Section 10 of this Agreement and that service so made shall be deemed completed upon
the earlier to occur of Borrower’s actual receipt thereof or three (3) days after deposit in the U.S. mails, proper postage prepaid.
TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, BORROWER, COLLATERAL AGENT AND EACH LENDER
EACH WAIVE THEIR RIGHT TO A JURY TRIAL OF ANY CLAIM OR CAUSE OF ACTION ARISING OUT OF OR BASED
UPON THIS AGREEMENT, THE LOAN DOCUMENTS OR ANY CONTEMPLATED TRANSACTION, INCLUDING CONTRACT,
TORT, BREACH OF DUTY AND ALL
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OTHER CLAIMS. THIS WAIVER IS A MATERIAL INDUCEMENT FOR EACH PARTY TO ENTER INTO THIS AGREEMENT.
EACH PARTY HAS REVIEWED THIS WAIVER WITH ITS COUNSEL.
WITHOUT INTENDING IN ANY WAY TO LIMIT THE PARTIES’ AGREEMENT TO WAIVE THEIR RESPECTIVE RIGHT TO A
TRIAL BY JURY, if the above waiver of the right to a trial by jury is not enforceable, the parties hereto agree that any and all disputes or
controversies of any nature between them arising at any time shall be decided by a reference to a private judge, mutually selected by the parties
(or, if they cannot agree, by the Presiding Judge of the Santa Clara County, California Superior Court) appointed in accordance with California
Code of Civil Procedure Section 638 (or pursuant to comparable provisions of federal law if the dispute falls within the exclusive jurisdiction of
the federal courts), sitting without a jury, in Santa Clara County, California; and the parties hereby submit to the jurisdiction of such court. The
reference proceedings shall be conducted pursuant to and in accordance with the provisions of California Code of Civil Procedure §§ 638
through 645.1, inclusive. The private judge shall have the power, among others, to grant provisional relief, including without limitation, entering
temporary restraining orders, issuing preliminary and permanent injunctions and appointing receivers. All such proceedings shall be closed to the
public and confidential and all records relating thereto shall be permanently sealed. If during the course of any dispute, a party desires to seek
provisional relief, but a judge has not been appointed at that point pursuant to the judicial reference procedures, then such party may apply to the
Santa Clara County, California Superior Court for such relief. The proceeding before the private judge shall be conducted in the same manner as
it would be before a court under the rules of evidence applicable to judicial proceedings. The parties shall be entitled to discovery which shall be
conducted in the same manner as it would be before a court under the rules of discovery applicable to judicial proceedings. The private judge
shall oversee discovery and may enforce all discovery rules and orders applicable to judicial proceedings in the same manner as a trial court
judge. The parties agree that the selected or appointed private judge shall have the power to decide all issues in the action or proceeding, whether
of fact or of law, and shall report a statement of decision thereon pursuant to California Code of Civil Procedure § 644(a). Nothing in this
paragraph shall limit the right of any party at any time to exercise self-help remedies, foreclose against collateral, or obtain provisional
remedies. The private judge shall also determine all issues relating to the applicability, interpretation, and enforceability of this paragraph.
12.

GENERAL PROVISIONS

12.1
Successors and Assigns. This Agreement binds and is for the benefit of the successors and permitted assigns of each party.
Borrower may not transfer, pledge or assign this Agreement or any rights or obligations under it without Collateral Agent’s and each Lender’s
prior written consent (which may be granted or withheld in Collateral Agent’s and each Lender’s discretion, subject to Section 12.6). The
Lenders have the right, without the consent of or notice to Borrower, to sell, transfer, assign, pledge, negotiate, or grant participation in (any such
sale, transfer, assignment, negotiation, or grant of a participation, a “ Lender Transfer ”) all or any part of, or any interest in, the Lenders’
obligations, rights, and benefits under this Agreement and the other Loan Documents; provided , however , that any such Lender Transfer (other
than a transfer, pledge, sale or assignment to an Eligible Assignee) of its obligations, rights, and benefits under this Agreement and the other
Loan Documents shall require the prior written consent of the Required Lenders (such approved assignee, an “ Approved Lender ”) . Borrower
and Collateral Agent shall be entitled to continue to deal solely and directly with such Lender in connection with the interests so assigned until
Collateral Agent shall have received and accepted an effective assignment agreement in form satisfactory to Collateral Agent executed, delivered
and fully completed by the applicable parties thereto, and shall have received such other information regarding such Eligible Assignee or
Approved Lender as Collateral Agent reasonably shall require. Notwithstanding anything to the contrary contained herein, so long as no Event of
Default has occurred and is continuing, no Lender Transfer (other than a Lender Transfer (i) in respect of any warrant to purchase stock, or (ii) in
connection with (x) assignments by a Lender due to a forced divestiture at the request of any regulatory agency; or (y) upon the occurrence of a
default, event of default or similar occurrence with respect to a Lender’s own financing or securitization transactions) shall be permitted, without
Borrower’s consent, to any Person which is an Affiliate or Subsidiary of Borrower, a direct competitor of Borrower or a vulture hedge fund, each
as determined by Collateral Agent.
12.2
Indemnification. Borrower agrees to indemnify, defend and hold Collateral Agent and the Lenders and their respective
directors, officers, employees, agents, attorneys, or any other Person affiliated with or representing
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Collateral Agent or the Lenders (each, an “ Indemnified Person ”) harmless against: (a) all obligations, demands, claims, and liabilities
(collectively, “ Claims ”) asserted by any other party in connection with; related to; following; or arising from, out of or under, the transactions
contemplated by the Loan Documents; and (b) all losses or Lenders’ Expenses incurred, or paid by Indemnified Person in connection with;
related to; following; or arising from, out of or under, the transactions contemplated by the Loan Documents between Collateral Agent, and/or
the Lenders and Borrower (including reasonable attorneys’ fees and expenses), in each case, except for Claims and/or losses directly caused by
such Indemnified Person’s gross negligence or willful misconduct. Borrower hereby further indemnifies, defends and holds each Indemnified
Person harmless from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, claims, costs, expenses
and disbursements of any kind or nature whatsoever (including the fees and disbursements of counsel for such Indemnified Person) in
connection with any investigative, response, remedial, administrative or judicial matter or proceeding, whether or not such Indemnified Person
shall be designated a party thereto and including any such proceeding initiated by or on behalf of Borrower, and the reasonable expenses of
investigation by engineers, environmental consultants and similar technical personnel and any commission, fee or compensation claimed by any
broker (other than any broker retained by Collateral Agent or Lenders) asserting any right to payment for the transactions contemplated hereby
which may be imposed on, incurred by or asserted against such Indemnified Person as a result of or in connection with the transactions
contemplated hereby and the use or intended use of the proceeds of the loan proceeds except for liabilities, obligations, losses, damages,
penalties, actions, judgments, suits, claims, costs, expenses and disbursements directly caused by such Indemnified Person’s gross negligence or
willful misconduct.
12.3

Time of Essence. Time is of the essence for the performance of all Obligations in this Agreement.

12.4
Severability of Provisions. Each provision of this Agreement is severable from every other provision in determining the
enforceability of any provision.
12.5
Correction of Loan Documents. Collateral Agent and the Lenders may correct patent errors and fill in any blanks in this
Agreement and the other Loan Documents consistent with the agreement of the parties .
12.6
Amendments in Writing; Integration. (23) No amendment, modification, termination or waiver of any provision of this
Agreement or any other Loan Document, no approval or consent thereunder, or any consent to any departure by Borrower or any of its
Subsidiaries therefrom, shall in any event be effective unless the same shall be in writing and signed by Borrower, Collateral Agent and the
Required Lenders provided that:
(i) no such amendment, waiver or other modification that would have the effect of increasing or reducing a Lender’s
Term Loan Commitment or Commitment Percentage shall be effective as to such Lender without such Lender’s written consent;
(ii) no such amendment, waiver or modification that would affect the rights and duties of Collateral Agent shall be
effective without Collateral Agent’s written consent or signature;
(iii) no such amendment, waiver or other modification shall, unless signed by all the Lenders directly affected
thereby, (A) reduce the principal of, rate of interest on or any fees with respect to any Term Loan or forgive any principal, interest (other than
default interest) or fees (other than late charges) with respect to any Term Loan (B) postpone the date fixed for, or waive, any payment of
principal of any Term Loan or of interest on any Term Loan (other than default interest) or any fees provided for hereunder (other than late
charges or for any termination of any commitment); (C) change the definition of the term “ Required Lenders ” or the percentage of Lenders
which shall be required for the Lenders to take any action hereunder; (D) release all or substantially all of any material portion of the Collateral,
authorize Borrower to sell or otherwise dispose of all or substantially all or any material portion of the Collateral or release any Guarantor of all
or any portion of the Obligations or its guaranty obligations with respect thereto, except, in each case with respect to this clause (D), as otherwise
may be expressly permitted under this Agreement or the other Loan Documents (including in connection with any disposition permitted
hereunder); (E) amend, waive or otherwise modify this Section 12.6 or the definitions of the terms used in this Section 12.6 insofar as the
definitions
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affect the substance of this Section 12.6; (F) consent to the assignment, delegation or other transfer by Borrower of any of its rights and
obligations under any Loan Document or release Borrower of its payment obligations under any Loan Document, except, in each case with
respect to this clause (F), pursuant to a merger or consolidation permitted pursuant to this Agreement; (G) amend any of the provisions of
Section 9.4 or amend any of the definitions of Pro Rata Share, Term Loan Commitment, Commitment Percentage or that provide for the Lenders
to receive their Pro Rata Shares of any fees, payments, setoffs or proceeds of Collateral hereunder; (H) subordinate the Liens granted in favor of
Collateral Agent securing the Obligations; or (I) amend any of the provisions of Section 12.10. It is hereby understood and agreed that all
Lenders shall be deemed directly affected by an amendment, waiver or other modification of the type described in the preceding clauses (C), (D),
(E), (F), (G) and (H) of the preceding sentence;
(iv) the provisions of the foregoing clauses (i), (ii) and (iii) are subject to the provisions of any interlender or agency
agreement among the Lenders and Collateral Agent pursuant to which any Lender may agree to give its consent in connection with any
amendment, waiver or modification of the Loan Documents only in the event of the unanimous agreement of all Lenders.
(b) Other than as expressly provided for in Section 12.6(a)(i)-(iii), Collateral Agent may, if requested by the Required
Lenders, from time to time designate covenants in this Agreement less restrictive by notification to a representative of Borrower.
(c) This Agreement and the Loan Documents represent the entire agreement about this subject matter and supersede prior
negotiations or agreements. All prior agreements, understandings, representations, warranties, and negotiations between the parties about the
subject matter of this Agreement and the Loan Documents merge into this Agreement and the Loan Documents.
12.7
Counterparts. This Agreement may be executed in any number of counterparts and by different parties on separate
counterparts, each of which, when executed and delivered, is an original, and all taken together, constitute one Agreement.
12.8
Survival. All covenants, representations and warranties made in this Agreement continue in full force and effect until this
Agreement has terminated pursuant to its terms and all Obligations (other than inchoate indemnity obligations and any other obligations which,
by their terms, are to survive the termination of this Agreement) have been satisfied. Without limiting the foregoing, except as otherwise
provided in Section 4.1, the grant of security interest by Borrower in Section 4.1 shall survive until the termination of all Bank Services
Agreements. The obligation of Borrower in Section 12.2 to indemnify each Lender and Collateral Agent, as well as the confidentiality provisions
in Section 12.9 below, shall survive until the statute of limitations with respect to such claim or cause of action shall have run.
12.9
Confidentiality. In handling any confidential information of Borrower, the Lenders and Collateral Agent shall exercise the
same degree of care that it exercises for their own proprietary information, but disclosure of information may be made: (a) subject to the terms
and conditions of this Agreement, to the Lenders’ and Collateral Agent’s Subsidiaries or Affiliates, or in connection with a Lender’s own
financing or securitization transactions and upon the occurrence of a default, event of default or similar occurrence with respect to such financing
or securitization transaction; (b) to prospective transferees (other than those identified in (a) above) or purchasers of any interest in the Credit
Extensions (provided, however, the Lenders and Collateral Agent shall, except upon the occurrence and during the continuance of an Event of
Default, obtain such prospective transferee’s or purchaser’s agreement to the terms of this provision or to similar confidentiality terms); (c) as
required by law, regulation, subpoena, or other order; (d) to Lenders’ or Collateral Agent’s regulators or as otherwise required in connection with
an examination or audit; (e) as Collateral Agent reasonably considers appropriate in exercising remedies under the Loan Documents; and (f) to
third party service providers of the Lenders and/or Collateral Agent so long as such service providers have executed a confidentiality agreement
with the Lenders and Collateral Agent with terms no less restrictive than those contained herein. Confidential information does not include
information that either: (i) is in the public domain or in the Lenders’ and/or Collateral Agent’s possession when disclosed to the Lenders and/or
Collateral Agent, or becomes part of the
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public domain after disclosure to the Lenders and/or Collateral Agent; or (ii) is disclosed to the Lenders and/or Collateral Agent by a third party,
if the Lenders and/or Collateral Agent does not know that the third party is prohibited from disclosing the information. Collateral Agent and the
Lenders may use confidential information for any purpose, including, without limitation, for the development of client databases, reporting
purposes, and market analysis. The provisions of the immediately preceding sentence shall survive the termination of this Agreement. The
agreements provided under this Section 12.9 supersede all prior agreements, understanding, representations, warranties, and negotiations
between the parties about the subject matter of this Section 12.9.
12.10
Right of Set Off. Borrower hereby grants to Collateral Agent and to each Lender, a lien, security interest and right of set off
as security for all Obligations to Collateral Agent and each Lender hereunder, whether now existing or hereafter arising upon and against all
deposits, credits, collateral and property, now or hereafter in the possession, custody, safekeeping or control of Collateral Agent or the Lenders
or any entity under the control of Collateral Agent or the Lenders (including a Collateral Agent affiliate) or in transit to any of them. At any time
after the occurrence and during the continuance of an Event of Default, without demand or notice, Collateral Agent or the Lenders may set off
the same or any part thereof and apply the same to any liability or obligation of Borrower even though unmatured and regardless of the adequacy
of any other collateral securing the Obligations. ANY AND ALL RIGHTS TO REQUIRE COLLATERAL AGENT TO EXERCISE ITS
RIGHTS OR REMEDIES WITH RESPECT TO ANY OTHER COLLATERAL WHICH SECURES THE OBLIGATIONS, PRIOR TO
EXERCISING ITS RIGHT OF SETOFF WITH RESPECT TO SUCH DEPOSITS, CREDITS OR OTHER PROPERTY OF BORROWER ARE
HEREBY KNOWINGLY, VOLUNTARILY AND IRREVOCABLY WAIVED.
12.11
Silicon Valley Bank as Agent . Collateral Agent hereby appoints Silicon Valley Bank (“ SVB ”) as its agent (and SVB hereby
accepts such appointment) for the purpose of perfecting Collateral Agent’s Liens in assets which, in accordance with Article 8 or Article 9, as
applicable, of the Code can be perfected by possession or control, including without limitation, all Deposit Accounts maintained at SVB.
12.12
Cooperation of Borrower. If necessary, Borrower agrees to (i) execute any documents (including new Secured Promissory
Notes) reasonably required to effectuate and acknowledge each assignment of a Term Loan Commitment or Loan to an assignee in accordance
with Section 12.1, (ii) make Borrower’s management available to meet with Collateral Agent and prospective participants and assignees of Term
Loan Commitments or Credit Extensions (which meetings shall be conducted no more often than twice every twelve months unless an Event of
Default has occurred and is continuing), and (iii) assist Collateral Agent or the Lenders in the preparation of information relating to the financial
affairs of Borrower as any prospective participant or assignee of a Term Loan Commitment or Term Loan reasonably may request. Subject to the
provisions of Section 12.9, Borrower authorizes each Lender to disclose to any prospective participant or assignee of a Term Loan Commitment,
any and all information in such Lender’s possession concerning Borrower and its financial affairs which has been delivered to such Lender by or
on behalf of Borrower pursuant to this Agreement, or which has been delivered to such Lender by or on behalf of Borrower in connection with
such Lender’s credit evaluation of Borrower prior to entering into this Agreement.
12.13
Borrower Liability . Either Borrower may, acting singly, request Credit Extensions hereunder. Each Borrower hereby
appoints the other as agent for the other for all purposes hereunder, including with respect to requesting Credit Extensions hereunder. Each
Borrower hereunder shall be jointly and severally obligated to repay all Credit Extensions made hereunder, regardless of which Borrower
actually receives said Credit Extension, as if each Borrower hereunder directly received all Credit Extensions. Each Borrower waives (a) any
suretyship defenses available to it under the Code or any other applicable law, including, without limitation, the benefit of California Civil Code
Section 2815 permitting revocation as to future transactions and the benefit of California Civil Code Sections 1432, 2809, 2810, 2819, 2839,
2845, 2847, 2848, 2849, 2850, and 2899 and 3433, and (b) any right to require Collateral Agent or any Lender to: (i) proceed against any
Borrower or any other person; (ii) proceed against or exhaust any security; or (iii) pursue any other remedy. Collateral Agent and or any Lender
may exercise or not exercise any right or remedy it has against any Borrower or any security it holds (including the right to foreclose by judicial
or non-judicial sale) without affecting any Borrower’s liability. Notwithstanding any other provision of this Agreement or other related
document, each Borrower irrevocably waives all rights that it may have at law or in equity (including, without limitation,
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any law subrogating Borrower to the rights of Collateral Agent and the Lenders under this Agreement) to seek contribution, indemnification or
any other form of reimbursement from any other Borrower, or any other Person now or hereafter primarily or secondarily liable for any of the
Obligations, for any payment made by Borrower with respect to the Obligations in connection with this Agreement or otherwise and all rights
that it might have to benefit from, or to participate in, any security for the Obligations as a result of any payment made by Borrower with respect
to the Obligations in connection with this Agreement or otherwise. Any agreement providing for indemnification, reimbursement or any other
arrangement prohibited under this Section shall be null and void. If any payment is made to a Borrower in contravention of this Section, such
Borrower shall hold such payment in trust for Collateral Agent and the Lenders and such payment shall be promptly delivered to Collateral
Agent for application to the Obligations, whether matured or unmatured.
12.14
Electronic Execution of Documents . The words “execution,” “signed,” “signature” and words of like import in any Loan
Document shall be deemed to include electronic signatures or the keeping of records in electronic form, each of which shall be of the same legal
effect, validity and enforceability as a manually executed signature or the use of a paper-based recordkeeping systems, as the case may be, to the
extent and as provided for in any applicable law, including, without limitation, any state law based on the Uniform Electronic Transactions Act.
12.15
Agreement.

Captions . The headings used in this Agreement are for convenience only and shall not affect the interpretation of this

12.16
Construction of Agreement . The parties mutually acknowledge that they and their attorneys have participated in the
preparation and negotiation of this Agreement. In cases of uncertainty this Agreement shall be construed without regard to which of the parties
caused the uncertainty to exist.
12.17
Relationship . The relationship of the parties to this Agreement is determined solely by the provisions of this Agreement. The
parties do not intend to create any agency, partnership, joint venture, trust, fiduciary or other relationship with duties or incidents different from
those of parties to an arm’s-length contract.
13.

DEFINITIONS
13.1

Definitions. As used in this Agreement, the following terms have the following meanings:

“ Account ” is any “account” as defined in the Code with such additions to such term as may hereafter be made, and includes, without
limitation, all accounts receivable and other sums owing to Borrower.
“ Account Debtor ” is any “account debtor” as defined in the Code with such additions to such term as may hereafter be made.
“ Affiliate ” of any Person is a Person that owns or controls directly or indirectly the Person, any Person that controls or is controlled by
or is under common control with the Person, and each of that Person’s senior executive officers, directors, partners and, for any Person that is a
limited liability company, that Person’s managers and members.
“ Agreement ” is defined in the preamble hereof.
“ Amortization Date ” is January 1, 2014.
“ Annual Projections ” is defined in Section 6.2(a).
“ Anti-Terrorism Laws ” are any laws relating to terrorism or money laundering, including Executive Order No. 13224 (effective
September 24, 2001), the USA PATRIOT Act, the laws comprising or implementing the Bank Secrecy Act, and the laws administered by
OFAC.
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“ Approved Fund ” is any (i) investment company, fund, trust, securitization vehicle or conduit that is (or will be) engaged in making,
purchasing, holding or otherwise investing in commercial loans and similar extensions of credit in the ordinary course of its business or (ii) any
Person (other than a natural person) which temporarily warehouses loans for any Lender or any entity described in the preceding clause (i) and
that, with respect to each of the preceding clauses (i) and (ii), is administered or managed by (a) a Lender, (b) an Affiliate of a Lender or (c) a
Person (other than a natural person) or an Affiliate of a Person (other than a natural person) that administers or manages a Lender.
“ Approved Lender ” is defined in Section 12.1.
“ Bank Services ” are any products, credit services, and/or financial accommodations previously, now, or hereafter provided to
Borrower or any of its Subsidiaries by Bank or any Bank Affiliate, including, without limitation, any letters of credit, cash management services
(including, without limitation, merchant services, direct deposit of payroll, business credit cards, and check cashing services), interest rate swap
arrangements, and foreign exchange services as any such products or services may be identified in Bank’s various agreements related thereto
(each, a “ Bank Services Agreement ”).
“ Bank ” is defined in the preamble hereof.
“ Basic Rate ” is, with respect to a Term Loan, the per annum rate of interest (based on a year of three hundred sixty (360) days) equal
to seven and fifty-five one hundredths of one percent (7.55%).
“ Blocked Person ” is any Person: (a) listed in the annex to, or is otherwise subject to the provisions of, Executive Order No. 13224,
(b) a Person owned or controlled by, or acting for or on behalf of, any Person that is listed in the annex to, or is otherwise subject to the
provisions of, Executive Order No. 13224, (c) a Person with which any Lender is prohibited from dealing or otherwise engaging in any
transaction by any Anti-Terrorism Law, (d) a Person that commits, threatens or conspires to commit or supports “terrorism” as defined in
Executive Order No. 13224, or (e) a Person that is named a “specially designated national” or “blocked person” on the most current list
published by OFAC or other similar list.
“ Borrower ” is defined in the preamble hereof.
“ Borrower’s Books ” are Borrower’s or any of its Subsidiaries’ books and records including ledgers, federal, and state tax returns,
records regarding Borrower’s or its Subsidiaries’ assets or liabilities, the Collateral, business operations or financial condition, and all computer
programs or storage or any equipment containing such information.
“ Business Day ” is any day that is not a Saturday, Sunday or a day on which Collateral Agent is closed.
“ Cash Equivalents ” are (a) marketable direct obligations issued or unconditionally guaranteed by the United States or any agency or
any State thereof having maturities of not more than one (1) year from the date of acquisition; (b) commercial paper maturing no more than one
(1) year after its creation and having the highest rating from either Standard & Poor’s Ratings Group or Moody’s Investors Service, Inc., and
(c) certificates of deposit maturing no more than one (1) year after issue provided that the account in which any such certificate of deposit is
maintained is subject to a Control Agreement in favor of Collateral Agent. For the avoidance of doubt, the direct purchase by Borrower or any of
its Subsidiaries of any Auction Rate Securities, or purchasing participations in, or entering into any type of swap or other derivative transaction,
or otherwise holding or engaging in any ownership interest in any type of Auction Rate Security by Borrower or any of its Subsidiaries shall be
conclusively determined by the Lenders as an ineligible Cash Equivalent, and any such transaction shall expressly violate each other provision of
this Agreement governing Permitted Investments. Notwithstanding the foregoing, Cash Equivalents does not include and Borrower, and each of
its Subsidiaries, are prohibited from purchasing, purchasing participations in, entering into any type of swap or other equivalent derivative
transaction, or otherwise holding or engaging in any ownership interest in any type of debt instrument, including, without limitation, any
corporate or municipal bond with a long-term nominal maturity for which
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the interest rate is reset through a dutch auction and more commonly referred to as an auction rate security (each, an “ Auction Rate Security ”).
“ Claims ” are defined in Section 12.2.
“ Code ” is the Uniform Commercial Code, as the same may, from time to time, be enacted and in effect in the State of California;
provided, that, to the extent that the Code is used to define any term herein or in any Loan Document and such term is defined differently in
different Articles or Divisions of the Code, the definition of such term contained in Article or Division 9 shall govern; provided further, that in
the event that, by reason of mandatory provisions of law, any or all of the attachment, perfection, or priority of, or remedies with respect to,
Collateral Agent’s Lien on any Collateral is governed by the Uniform Commercial Code in effect in a jurisdiction other than the State of
California, the term “Code” shall mean the Uniform Commercial Code as enacted and in effect in such other jurisdiction solely for purposes of
the provisions thereof relating to such attachment, perfection, priority, or remedies and for purposes of definitions relating to such provisions.
“ Collateral ” is any and all properties, rights and assets of Borrower described on Exhibit A .
“ Collateral Account ” is any Deposit Account, Securities Account, or Commodity Account, or any other bank account maintained by
Borrower or any Subsidiary at any time; provided that no Excluded Account shall constitute a Collateral Account.
“ Collateral Agent ” is, Oxford, not in its individual capacity, but solely in its capacity as agent on behalf of and for the benefit of the
Lenders.
“ Commitment Percentage ” is set forth in Schedule 1.1 , as amended from time to time.
“ Commodity Account ” is any “commodity account” as defined in the Code with such additions to such term as may hereafter be
made.
“ Communication ” is defined in Section 10.
“ Compliance Certificate ” is that certain certificate in the form attached hereto as Exhibit C .
“ Contingent Obligation ” is, for any Person, any direct or indirect liability, contingent or not, of that Person for (a) any indebtedness,
lease, dividend, letter of credit or other obligation of another such as an obligation directly or indirectly guaranteed, endorsed, co-made,
discounted or sold with recourse by that Person, or for which that Person is directly or indirectly liable; (b) any obligations for undrawn letters of
credit for the account of that Person; and (c) all obligations from any interest rate, currency or commodity swap agreement, interest rate cap or
collar agreement, or other agreement or arrangement designated to protect a Person against fluctuation in interest rates, currency exchange rates
or commodity prices; but “Contingent Obligation” does not include endorsements in the ordinary course of business. The amount of a
Contingent Obligation is the stated or determined amount of the primary obligation for which the Contingent Obligation is made or, if not
determinable, the maximum reasonably anticipated liability for it determined by the Person in good faith; but the amount may not exceed the
maximum of the obligations under any guarantee or other support arrangement.
“ Control Agreement ” is any control agreement entered into among the depository institution at which Borrower or any of its
Subsidiaries maintains a Deposit Account or the securities intermediary or commodity intermediary at which Borrower or any of its Subsidiaries
maintains a Securities Account or a Commodity Account, Borrower and such Subsidiary, and Collateral Agent pursuant to which Collateral
Agent obtains control (within the meaning of the Code) for the benefit of the Lenders over such Deposit Account, Securities Account, or
Commodity Account.
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“ Copyrights ” are any and all copyright rights, copyright applications, copyright registrations and like protections in each work or
authorship and derivative work thereof, whether published or unpublished and whether or not the same also constitutes a trade secret.
“ Credit Extension ” is any Term Loan or any other extension of credit by Collateral Agent or Lenders for Borrower’s benefit under
this Agreement.
“ Default Rate ” is defined in Section 2.3(b).
“ Deposit Account ” is any “deposit account” as defined in the Code with such additions to such term as may hereafter be made.
“ Designated Deposit Account ” is Borrower’s deposit account, account number 3300664625, maintained with Bank.
“ Disbursement Letter ” is that certain form attached hereto as Exhibit B-1 .
“ Dollar Equivalent ” is, at any time, (a) with respect to any amount denominated in Dollars, such amount, and (b) with respect to any
amount denominated in a Foreign Currency, the equivalent amount therefor in Dollars as determined by Bank at such time on the basis of the
then-prevailing rate of exchange in San Francisco, California, for sales of the Foreign Currency for transfer to the country issuing such Foreign
Currency.
“ Dollars , ” “ dollars ” and “$” each mean lawful money of the United States.
“ EBITDA ” shall mean (a) Net Income, plus (b) Interest Expense, plus (c) to the extent deducted in the calculation of Net Income,
depreciation expense and amortization expense, plus (d) income tax expense.
“ Effective Date ” is defined in the preamble of this Agreement.
“ Eligible Assignee ” is (i) a Lender, (ii) an Affiliate of a Lender, (iii) an Approved Fund and (iv) any commercial bank, savings and
loan association or savings bank or any other entity which is an “accredited investor” (as defined in Regulation D under the Securities Act of
1933, as amended) and which extends credit or buys loans as one of its businesses, including insurance companies, mutual funds, lease financing
companies and commercial finance companies, in each case, which either (A) has a rating of BBB or higher from Standard & Poor’s Rating
Group and a rating of Baa2 or higher from Moody’s Investors Service, Inc. at the date that it becomes a Lender or (B) has total assets in excess
of Five Billion Dollars ($5,000,000,000.00), and in each case of clauses (i) through (iv), which, through its applicable lending office, is capable
of lending to Borrower without the imposition of any withholding or similar taxes; provided that notwithstanding the foregoing, “Eligible
Assignee” shall not include, unless an Event of Default has occurred and is continuing, (i) Borrower or any of Borrower’s Affiliates or
Subsidiaries or (ii) a direct competitor of Borrower or a vulture hedge fund, each as determined by Collateral Agent. Notwithstanding the
foregoing, (x) in connection with assignments by a Lender due to a forced divestiture at the request of any regulatory agency, the restrictions set
forth herein shall not apply and Eligible Assignee shall mean any Person or party and (y) in connection with a Lender’s own financing or
securitization transactions, the restrictions set forth herein shall not apply and Eligible Assignee shall mean any Person or party providing such
financing or formed to undertake such securitization transaction and any transferee of such Person or party upon the occurrence of a default,
event of default or similar occurrence with respect to such financing or securitization transaction; provided that no such sale, transfer, pledge or
assignment under this clause (y) shall release such Lender from any of its obligations hereunder or substitute any such Person or party for such
Lender as a party hereto until Collateral Agent shall have received and accepted an effective assignment agreement from such Person or party in
form satisfactory to Collateral Agent executed, delivered and fully completed by the applicable parties thereto, and shall have received such
other information regarding such Eligible Assignee as Collateral Agent reasonably shall require.
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“ Equipment ” is all “equipment” as defined in the Code with such additions to such term as may hereafter be made, and includes
without limitation all machinery, fixtures, goods, vehicles (including motor vehicles and trailers), and any interest in any of the foregoing.
“ Equity Interest ” is, with respect to any Person, any and all shares, interests, partnership interests (whether general or limited),
membership interests, rights to purchase, warrants, options, participations or other equivalents, including membership interests (however
designated, whether voting or nonvoting), of equity of such Person, and any other interest or participation that confers on a Person the right to
receive a share of the profits and losses of, or distributions of property of, such Person, including, convertible and exchangeable debt securities.
“ ERISA ” is the Employee Retirement Income Security Act of 1974, as amended, and its regulations.
“ Event of Default ” is defined in Section 8.
“ Excluded Account ” is any Deposit Account maintained by Borrower or any Subsidiary at any time used exclusively for payroll, tax
withholding or employee benefits.
“ Facility Fee ” is defined in Section 2.5(a).
“ Final Payment ” is a payment (in addition to and not a substitution for the regular monthly payments of principal plus accrued
interest) due on the earliest to occur of (a) the Maturity Date, or (b) the acceleration of any Term Loan, or (c) the prepayment of a Term Loan
pursuant to Section 2.2(c) or (d), equal to the original principal amount of such Term Loan multiplied by the Final Payment Percentage, payable
to Lenders in accordance with their respective Pro Rata Shares.
“ Final Payment Percentage ” is eight and one-half of one percent (8.50%).
“ Foreign Currency ” means lawful money of a country other than the United States.
“ Foreign Subsidiary ” is a Subsidiary that is not an entity organized under the laws of the United States or any territory thereof.
“ Funding Date ” is any date on which a Credit Extension is made to or on account of Borrower which shall be a Business Day.
“ FX Contract ” is any foreign exchange contract by and between Borrower and Bank under which Borrower commits to purchase
from or sell to Bank a specific amount of Foreign Currency on a specified date.
“ GAAP ” is generally accepted accounting principles set forth in the opinions and pronouncements of the Accounting Principles Board
of the American Institute of Certified Public Accountants and statements and pronouncements of the Financial Accounting Standards Board or in
such other statements by such other Person as may be approved by a significant segment of the accounting profession in the United States, which
are applicable to the circumstances as of the date of determination.
“ General Intangibles ” are all “general intangibles” as defined in the Code in effect on the date hereof with such additions to such
term as may hereafter be made, and includes without limitation, all copyright rights, copyright applications, copyright registrations and like
protections in each work of authorship and derivative work, whether published or unpublished, any patents, trademarks, service marks and, to
the extent permitted under applicable law, any applications therefor, whether registered or not, any trade secret rights, including any rights to
unpatented inventions, payment intangibles, royalties, contract rights, goodwill, franchise agreements, purchase orders, customer lists, route lists,
telephone numbers, domain names, claims, income and other tax refunds, security and other deposits, options to purchase or sell real or personal
property, rights in all litigation presently or hereafter pending (whether in contract,
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tort or otherwise), insurance policies (including without limitation key man, property damage, and business interruption insurance), payments of
insurance and rights to payment of any kind.
“ Governmental Approval ” is any consent, authorization, approval, order, license, franchise, permit, certificate, accreditation,
registration, filing or notice, of, issued by, from or to, or other act by or in respect of, any Governmental Authority.
“ Governmental Authority ” is any nation or government, any state or other political subdivision thereof, any agency, authority,
instrumentality, regulatory body, court, central bank or other entity exercising executive, legislative, judicial, taxing, regulatory or administrative
functions of or pertaining to government, any securities exchange and any self-regulatory organization.
“ Guarantor ” is any Person providing a Guaranty in favor of Collateral Agent.
“ Guaranty ” is any guarantee of all or any part of the Obligations, as the same may from time to time be amended, restated, modified
or otherwise supplemented.
“ Halozyme ” is defined in the preamble hereof.
“ Indebtedness ” is (a) indebtedness for borrowed money or the deferred price of property or services, such as reimbursement and other
obligations for surety bonds and letters of credit, (b) obligations evidenced by notes, bonds, debentures or similar instruments, (c) capital lease
obligations, and (d) Contingent Obligations.
“ Indemnified Person ” is defined in Section 12.2.
“ Insolvency Proceeding ” is any proceeding by or against any Person under the United States Bankruptcy Code, or any other
bankruptcy or insolvency law, including assignments for the benefit of creditors, compositions, extensions generally with its creditors, or
proceedings seeking reorganization, arrangement, or other relief.
“ Insolvent ” means not Solvent.
“ Intellectual Property ” means all of Borrower’s or any Subsidiary’s right, title and interest in and to the following:
(a)

its Copyrights, Trademarks and Patents;

(b) any and all trade secrets and trade secret rights, including, without limitation, any rights to unpatented inventions,
know-how, operating manuals;
(c)

any and all source code;

(d)

any and all design rights which may be available to Borrower;

(e) any and all claims for damages by way of past, present and future infringement of any of the foregoing, with the right, but
not the obligation, to sue for and collect such damages for said use or infringement of the Intellectual Property rights identified above;
(f)

all amendments, renewals and extensions of any of the Copyrights, Trademarks or Patents; and

(g) and to the extent not already included in the foregoing, all licensing, produce sale, joint venture, collaboration and similar
agreements relating to any of the foregoing..
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“ Interest Expense ” means for any fiscal period, interest expense (whether cash or non-cash) determined in accordance with GAAP
for the relevant period ending on such date, including, in any event, interest expense with respect to any Credit Extension and other Indebtedness
of Borrower and its Subsidiaries, including, without limitation or duplication, all commissions, discounts, or related amortization and other fees
and charges with respect to letters of credit and bankers’ acceptance financing and the net costs associated with interest rate swap, cap, and
similar arrangements, and the interest portion of any deferred payment obligation (including leases of all types).
“ Inventory ” is all “inventory” as defined in the Code in effect on the date hereof with such additions to such term as may hereafter be
made, and includes without limitation all merchandise, raw materials, parts, supplies, packing and shipping materials, work in process and
finished products, including without limitation such inventory as is temporarily out of any Person’s custody or possession or in transit and
including any returned goods and any documents of title representing any of the above.
“ Investment ” is any beneficial ownership interest in any Person (including stock, partnership interest or other securities), and any
loan, advance, payment or capital contribution to any Person.
“ Key Person ” is each of Borrower’s (i) Chief Executive Officer, who is Gregory I. Frost as of the Effective Date and (ii) Chief
Financial Officer, who is Kurt A. Gustafson as of the Effective Date.
“ Lender ” is any one of the Lenders.
“ Lenders ” are the Persons identified on Schedule 1.1 hereto and each assignee that becomes a party to this Agreement pursuant to
Section 12.1.
“ Lenders’ Expenses ” are all audit fees and expenses, costs, and expenses (including reasonable attorneys’ fees and expenses, as well
as appraisal fees, fees incurred on account of lien searches, inspection fees, and filing fees) for preparing, amending, negotiating, administering,
defending and enforcing the Loan Documents (including, without limitation, those incurred in connection with appeals or Insolvency
Proceedings) or otherwise incurred by Collateral Agent and/or the Lenders in connection with the Loan Documents.
“ Letter of Credit” is a standby or commercial letter of credit issued by Bank upon request of Borrower based upon an application,
guarantee, indemnity, or similar agreement.
“ Lien ” is a claim, mortgage, deed of trust, levy, charge, pledge, security interest, or other encumbrance of any kind, whether
voluntarily incurred or arising by operation of law or otherwise against any property.
“ Loan Documents ” are, collectively, this Agreement, the Perfection Certificates, each Compliance Certificate, each Disbursement
Letter, each Loan Payment/Advance Request Form and any Bank Services Agreement, the Post Closing Letter, any subordination agreements,
any note, or notes or guaranties executed by Borrower or any other Person, and any other present or future agreement entered into by Borrower,
any Guarantor or any other Person for the benefit of the Lenders and Collateral Agent in connection with this Agreement; all as amended,
restated, or otherwise modified.
“ Loan Payment/Advance Request Form ” is that certain form attached hereto as Exhibit B-2 .
“ Material Adverse Change ” is (a) a material impairment in the perfection or priority of Collateral Agent’s Lien in the Collateral or in
the value of such Collateral; (b) a material adverse change in the business, operations or condition (financial or otherwise) of Borrower or any
Subsidiary; or (c) a material impairment of the prospect of repayment of any portion of the Obligations.
“ Maturity Date ” is December 1, 2016.
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“ Net Income ” means, as calculated on a consolidated basis for Borrower and its Subsidiaries for any period as at any date of
determination, the net profit (or loss), after provision for taxes, of Borrower and its Subsidiaries for such period taken as a single accounting
period.
“ Obligations ” are all of Borrower’s obligations to pay when due any debts, principal, interest, Lenders’ Expenses, the Prepayment
Fee, the Final Payment, and other amounts Borrower owes the Lenders now or later, in connection with, related to, following, or arising from,
out of or under, this Agreement or, the other Loan Documents, or otherwise, including, without limitation, all obligations relating to letters of
credit (including reimbursement obligations for drawn and undrawn letters of credit), cash management services, and foreign exchange contracts,
if any, and including interest accruing after Insolvency Proceedings begin (whether or not allowed) and debts, liabilities, or obligations of
Borrower assigned to the Lenders and/or Collateral Agent, and the performance of Borrower’s duties under the Loan Documents.
“ OFAC ” is the U.S. Department of Treasury Office of Foreign Assets Control.
“ OFAC Lists ” are, collectively, the Specially Designated Nationals and Blocked Persons List maintained by OFAC pursuant to
Executive Order No. 13224, 66 Fed. Reg. 49079 (Sept. 25, 2001) and/or any other list of terrorists or other restricted Persons maintained
pursuant to any of the rules and regulations of OFAC or pursuant to any other applicable Executive Orders.
“ Operating Documents ” are, for any Person, such Person’s formation documents, as certified by the Secretary of State (or equivalent
agency) of such Person’s jurisdiction of organization on a date that is no earlier than thirty (30) days prior to the Effective Date, and, (a) if such
Person is a corporation, its bylaws in current form, (b) if such Person is a limited liability company, its limited liability company agreement (or
similar agreement), and (c) if such Person is a partnership, its partnership agreement (or similar agreement), each of the foregoing with all
current amendments or modifications thereto.
“ Parent ” is defined in the preamble hereof.
“ Patents ” means all patents, patent applications and like protections including without limitation improvements, divisions,
continuations, renewals, reissues, extensions and continuations-in-part of the same.
“ Payment Date ” is the first (1 st ) calendar day of each calendar month, commencing on February 1, 2013.
“ Perfection Certificate ” and “ Perfection Certificates ” is defined in Section 5.1.
“ Permitted Acquisition ” is any transaction or series of related transactions resulting in the acquisition by Borrower or any Subsidiary,
whether by purchase, merger or otherwise, of all or substantially all of the assets of, all of the Equity Interests of, or a business line or unit or a
division of, any Person, provided that:
(a)
therefrom;
(b)

immediately prior to, and after giving effect thereto, no Event of Default shall have occurred and be continuing or would result

all transactions in connection therewith shall be consummated, in all material respects, in accordance with applicable law;

(c) all acquisition consideration for each Permitted Acquisition shall consist solely of Equity Interests of Parent, subject to the
limitation on changes of ownership of Parent set forth in Section 7.2;
(d) in the case of the purchase or other acquisition of Equity Interests, all of the Equity Interests (except for any such Equity Interest
in the nature of directors’ qualifying shares required pursuant to applicable law) acquired
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or otherwise issued by such Person or any newly formed Subsidiary in connection with such acquisition shall be wholly owned by Borrower or a
Subsidiary;
(e) Borrower shall have delivered to the Collateral Agent and Lenders at least fifteen (15) Business Days (or such shorter period as
may be acceptable to Collateral Agent and Lenders) prior to such proposed acquisition (i) a copy of the purchase agreement related to the
proposed acquisition (and any related documents reasonably requested by the Collateral Agent and Lenders), (ii) a general description of the
acquired assets or acquired business line or unit or division and the competitive position of such business line or unit or division within the
industry, (iii) the sources and uses of funds to finance the proposed acquisition and (iv) to the extent available, quarterly and annual audited
financial statements of the Person whose Equity Interests or assets are being acquired for the twelve (12) month period immediately prior to such
proposed acquisition;
(f) such Permitted Acquisition shall only involve assets located in the United States and comprising a business, or those assets of a
business, in substantially the same business or lines of business in which Borrower and its Subsidiaries are engaged;
(g) the assets being acquired or the Person whose Equity Interests are being acquired shall not have negative consolidated EBITDA
(as determined in accordance with Borrower’s standard or customary accounting procedures) during the twelve (12) consecutive month period
most recently concluded prior to the date of such acquisition;
(h)

such Permitted Acquisition shall be consensual and shall have been approved by the target’s board of directors;

(i) no additional Indebtedness shall be incurred, assumed or otherwise be reflected on a consolidated balance sheet of the Borrower
and target after giving effect to such Permitted Acquisition.
Notwithstanding anything to the contrary contained herein, in order for any acquisition of Equity Interests or assets of another Person to
constitute a “Permitted Acquisition”, Borrower must comply with all of the following:
(A) concurrent with the closing of such Permitted Acquisition, the applicable Borrower (or Subsidiary) making such Permitted
Acquisition and the target shall have executed such documents and taken such actions as may be required under Section 6.12;
(B) the applicable Borrower shall have delivered to Collateral Agent and Lenders, in form and substance satisfactory to the Collateral
Agent and Lenders and sufficiently in advance (and in any case no later than ten (10) Business Days prior to such Permitted
Acquisition), such other financial information, financial analysis, documentation or other information relating to such Permitted
Acquisition and the pro forma certifications required by clause (C) below, in each case, as Collateral Agent and Lenders shall
reasonably request; and
(C) on or prior to the date of such Permitted Acquisition, the Collateral Agent and Lenders shall have received, in form and substance
reasonably satisfactory to the Collateral Agent and Lenders , a certificate of the chief financial officer of Borrower certifying
compliance with the requirements contained in this definition of “Permitted Acquisitions” and with the other terms of the Loan
Documents (before and after giving effect to such Permitted Acquisition).
“ Permitted Indebtedness ” is:
(a)

Borrower’s Indebtedness to the Lenders and Collateral Agent under this Agreement and the other Loan Documents;

(b)

Indebtedness existing on the Effective Date and disclosed on the Perfection Certificate(s);
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(c)

Subordinated Debt;

(d)

unsecured Indebtedness to trade creditors incurred in the ordinary course of business;

(e) Indebtedness consisting of capitalized lease obligations and purchase money Indebtedness, in each case incurred by
Borrower or any of its Subsidiaries to finance the acquisition, repair, improvement or construction of fixed or capital assets of such person,
provided that (i) the aggregate outstanding principal amount of all such Indebtedness does not exceed Five Hundred Thousand Dollars
($500,000.00) at any time and (ii) the principal amount of such Indebtedness does not exceed the lower of the cost or fair market value of the
property so acquired or built or of such repairs or improvements financed with such Indebtedness (each measured at the time of such acquisition,
repair, improvement or construction is made);
(f)

Indebtedness incurred as a result of endorsing negotiable instruments received in the ordinary course of Borrower’s

(g)

Indebtedness of a Borrower or any Subsidiary owing to a Borrower;

(h)

Indebtedness in respect of advance payments by customers under purchase contracts in the ordinary course of business;

business;

(i) Indebtedness consisting of guaranty obligations in respect of loans and advances to employees, officers or directors of any
Borrower or Subsidiary in the ordinary course of business and permitted pursuant to clause (h) of the definition of “Permitted
Investments” (including for travel, entertainment and relocation expenses);
(j) Indebtedness to Bank in respect of Bank Services in an amount not to exceed One Million Five Hundred Thousand
Dollars ($1,500,000.00) less the amount of Indebtedness existing pursuant to clause (m) below, in the aggregate at any time;
(k) unsecured Indebtedness in respect of corporate credit card programs (including American Express®, Visa® and
MasterCard® products) in an aggregate principal amount not to exceed One Million Dollars ($1,000,000) in the aggregate at any time;
(l) Indebtedness in respect of interest rate, currency or commodity swap agreement, interest rate cap or collar agreement,
or other agreement or arrangement designated to protect a Person against fluctuation in interest rates, currency exchange rates or commodity
prices, entered into in the ordinary course of Borrower’s business and not for speculative purposes;
(m) Indebtedness in respect of letters of credit not issued by Bank supporting trade payables or leases entered into in the
ordinary course of business in an aggregate principal amount not to exceed Five Hundred Thousand Dollars ($500,000.00) at any time;
(n) Indebtedness in the form of convertible debt; provided that (i) all Obligations (other than inchoate indemnity obligations
and Obligations in respect of Bank Services which have been cash-collateralized in accordance with Section 4.1) are indefeasibly paid in full in
cash contemporaneously with the first closing of such convertible debt transaction and (ii) Borrower shall have complied with all notice
requirements and other prepayment terms set forth herein; and
(o) extensions, refinancings, modifications, amendments and restatements of any items of Permitted Indebtedness (a) through
(e) above, provided that the principal amount thereof is not increased (other than with respect to accrued and unpaid interest thereon and any
applicable premiums) or the terms thereof are not modified to impose materially more burdensome terms upon Borrower, or its Subsidiary, as
the case may be.
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“ Permitted Investments ” are:
(a)

Investments disclosed on the Perfection Certificate(s) and existing on the Effective Date;

(b) (i) Investments consisting of cash and Cash Equivalents, and (ii) any Investments permitted by Borrower’s investment
policy, as amended from time to time, provided that such investment policy (and any such amendment thereto) has been approved in writing by
Collateral Agent;
(c) Investments consisting of the endorsement of negotiable instruments for deposit or collection or similar transactions in
the ordinary course of Borrower;
(d) (i) Investments of Parent in Halozyme, and (ii) Investments of Borrower in any domestic Subsidiary which has joined this
Agreement as a co-borrower hereunder; provided that Borrower and such Subsidiary shall have complied in all respects with Section 6.12 and
taken all action necessary to perfect Collateral Agent’s Lien in the Collateral of such Subsidiary;
(e)

Permitted Acquisitions;

(f)

Investments consisting of Deposit Accounts in which Collateral Agent has a perfected security interest;

(g)

Investments in connection with Transfers permitted by Section 7.1;

(h) Investments consisting of (i) travel advances and employee relocation loans and other employee loans and advances in
the ordinary course of business, and (ii) loans to employees, officers or directors relating to the purchase of equity securities of Borrower or its
Subsidiaries pursuant to employee stock purchase plans or agreements approved by Borrower’s Board of Directors; not to exceed Two Hundred
Fifty Thousand Dollars ($250,000.00) in the aggregate for (i) and (ii) in any fiscal year;
(i) Investments (including debt obligations) received in connection with the bankruptcy or reorganization of customers or
suppliers and in settlement of delinquent obligations of, and other disputes with, customers or suppliers arising in the ordinary course of
business;
(j) Investments consisting of notes receivable of, or prepaid royalties and other credit extensions, to customers and suppliers
who are not Affiliates, in the ordinary course of business; provided that this paragraph (h) shall not apply to Investments of Borrower in any
Subsidiary;
(k) non-cash Investments in joint ventures or strategic alliances in the ordinary course of Borrower’s business consisting of
Permitted Licenses of technology, the development of technology or the providing of technical support; and
(l) in addition to Investments otherwise permitted by this Section, Investments by Borrower or any Subsidiary in an
aggregate amount not to exceed Two Hundred Fifty Thousand Dollars ($250,000.00) in any fiscal year.
“ Permitted Licenses ” are (A) licenses of over-the-counter software that is commercially available to the public, and (B)
non-exclusive and exclusive licenses for the use of the Intellectual Property of Borrower or any of its Subsidiaries entered into in the ordinary
course of business, provided , that, with respect to each such license described in clause (B), (i) no Event of Default has occurred or is continuing
at the time of such license; (ii) the license constitutes an arms-length transaction, the terms of which, on their face, do not provide for a sale or
assignment of any Intellectual Property; (iii) in the case of any exclusive license, (x) Borrower delivers copies of the final executed licensing
documents in connection with the exclusive license promptly upon consummation thereof, (y) any such license is made in connection

36

with a bona fide corporate collaboration or partnership, and is approved by Borrower’s (or the applicable Subsidiary’s) board of directors, and
(z) any such license could not result in a legal transfer of title of the licensed property but (a) may be exclusive as to a particular field of use
and/or geographic territory outside of the United States; or (b) may be exclusive for a particular field of use within the geographic territory of the
United States; and (iv) all upfront payments, royalties, milestone payments or other proceeds arising from the licensing agreement that are
payable to Borrower or any of its Subsidiaries are paid to a Deposit Account that is governed by a Control Agreement.
“ Permitted Liens ” are:
(a) Liens existing on the Effective Date and disclosed on the Perfection Certificates or arising under this Agreement and the
other Loan Documents;
(b) Liens for taxes, fees, assessments or other government charges or levies, either (i) not due and payable or (ii) being
contested in good faith and for which Borrower maintains adequate reserves on its Books, provided that no notice of any such Lien has been
filed or recorded under the Internal Revenue Code of 1986, as amended, and the Treasury Regulations adopted thereunder;
(c) liens securing Indebtedness permitted under clause (e) of the definition of “ Permitted Indebtedness ,” provided that
(i) such liens exist prior to the acquisition of, or attach substantially simultaneous with, or within twenty (20) days after the, acquisition, lease,
repair, improvement or construction of, such property financed or leased by such Indebtedness and (ii) such liens do not extend to any property
of Borrower other than the property (and proceeds thereof) acquired, leased or built, or the improvements or repairs, financed by such
Indebtedness;
(d) Liens of carriers, warehousemen, suppliers, or other Persons that are possessory in nature arising in the ordinary course of
business so long as such Liens attach only to Inventory, securing liabilities in the aggregate amount not to exceed Two Hundred Fifty Thousand
Dollars ($250,000.00), and which are not delinquent or remain payable without penalty or which are being contested in good faith and by
appropriate proceedings which proceedings have the effect of preventing the forfeiture or sale of the property subject thereto;
(e) Liens to secure payment of workers’ compensation, employment insurance, old-age pensions, social security and other
like obligations incurred in the ordinary course of business (other than Liens imposed by ERISA);
(f) Liens incurred in the extension, renewal or refinancing of the indebtedness secured by Liens described in (a) through (c),
but any extension, renewal or replacement Lien must be limited to the property encumbered by the existing Lien and the principal amount of the
indebtedness may not increase;
(g) leases or subleases of real property granted in the ordinary course of Borrower’s business (or, if referring to another
Person, in the ordinary course of such Person’s business), and leases, subleases, non-exclusive licenses or sublicenses of personal property
(other than Intellectual Property) granted in the ordinary course of Borrower’s business (or, if referring to another Person, in the ordinary course
of such Person’s business), if the leases, subleases, licenses and sublicenses do not prohibit granting Collateral Agent or any Lender a security
interest therein;
(h) banker’s liens, rights of setoff and Liens in favor of financial institutions incurred in the ordinary course of business
arising in connection with Borrower’s deposit accounts or securities accounts held at such institutions solely to secure payment of fees and
similar costs and expenses and provided such accounts are maintained in compliance with Section 6.6(b) hereof;
(i)
Section 8.4 or 8.7;

Liens arising from judgments, decrees or attachments in circumstances not constituting an Event of Default under
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(j) Liens on cash collateral securing Borrower’s Indebtedness to Bank under clause (j) of the definition of Permitted
Indebtedness, provided that the amount of such cash collateral shall not exceed One Million Five Hundred Thousand Dollars ($1,500,000.00)
less the amount of the Lien on cash collateral pursuant to clause (k) below, in the aggregate at any time
(k) Liens on cash collateral securing Borrower’s Indebtedness under clause (m) of the definition of Permitted Indebtedness;
provided that the amount of such cash collateral shall not exceed Five Hundred Thousand Dollars ($500,000.00) in the aggregate at any time;
and
(l)

Liens consisting of Permitted Licenses.

“ Person ” is any individual, sole proprietorship, partnership, limited liability company, joint venture, company, trust, unincorporated
organization, association, corporation, institution, public benefit corporation, firm, joint stock company, estate, entity or government agency.
“ Post Closing Letter ” is that certain Post Closing Letter dated as of the Effective Date by and between Collateral Agent and
Borrower.
“ Prepayment Fee ” is, with respect to any Term Loan subject to prepayment prior to the Maturity Date, whether by mandatory or
voluntary prepayment, acceleration or otherwise, an additional fee payable to the Lenders in amount equal to:
(i) for a prepayment made on or after the Funding Date of such Term Loan through and including the first
anniversary of the Funding Date of such Term Loan, three percent (3.00%) of the principal amount of such Term Loan prepaid;
(ii) for a prepayment made after the date which is after the first anniversary of the Funding Date of such Term Loan
through and including the second anniversary of the Funding Date of such Term Loan, two percent (2.00%) of the principal amount of the Term
Loans prepaid; and
(iii) for a prepayment made after the date which is after the second anniversary of the Funding Date of such Term
Loan, one percent (1.00%) of the principal amount of the Term Loans prepaid.
“ Pro Rata Share ” is, as of any date of determination, with respect to each Lender, a percentage (expressed as a decimal, rounded to
the ninth decimal place) determined by dividing the outstanding principal amount of Term Loans held by such Lender by the aggregate
outstanding principal amount of all Term Loans.
“ Registered Organization ” is any “registered organization” as defined in the Code with such additions to such term as may hereafter
be made
“ Required Lenders ” means (i) for so long as all of the Persons that are Lenders on the Effective Date (each an “ Original Lender ”)
have not assigned or transferred any of their interests in their Term Loan, Lenders holding one hundred percent (100.00%) of the aggregate
outstanding principal balance of the Term Loan, or (ii) at any time from and after any Original Lender has assigned or transferred any interest in
its Term Loan, Lenders holding at least sixty six percent (66.00%) of the aggregate outstanding principal balance of the Term Loan and, in
respect of this clause (ii), (A) each Original Lender that has not assigned or transferred any portion of its Term Loan, (B) each assignee or
transferee of an Original Lender’s interest in the Term Loan, but only to the extent that such assignee or transferee is an Affiliate or Approved
Fund of such Original Lender, and (C) any Person providing financing to any Person described in clauses (A) and (B) above; provided, however,
that this clause (C) shall only apply upon the occurrence of a default, event of default or similar occurrence with respect to such financing.
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“ Requirement of Law ” is as to any Person, the organizational or governing documents of such Person, and any law (statutory or
common), treaty, rule or regulation or determination of an arbitrator or a court or other Governmental Authority, in each case applicable to or
binding upon such Person or any of its property or to which such Person or any of its property is subject.
“ Responsible Officer ” is any of the President, Chief Executive Officer, or Chief Financial Officer of Borrower acting alone.
“ Secured Promissory Note ” is defined in Section 2.4.
“ Secured Promissory Note Record ” is a record maintained by each Lender with respect to the outstanding Obligations owed by
Borrower to Lender and credits made thereto.
“ Securities Account ” is any “securities account” as defined in the Code with such additions to such term as may hereafter be made.
“ Shares ” is one hundred percent (100.00%) of the issued and outstanding capital stock, membership units or other securities owned or
held of record by Borrower or Borrower’s Subsidiary, in any Subsidiary; provided that, in the event Borrower, demonstrates to Collateral
Agent’s reasonable satisfaction, that a pledge of more than sixty five percent (65.00%) of the Shares of a Foreign Subsidiary, creates a present
and existing adverse tax consequence to Borrower under the U.S. Internal Revenue Code, “Shares” shall mean sixty-five percent (65.00%) of
the issued and outstanding capital stock, membership units or other securities owned or held of record by Borrower or its Subsidiary in such
Foreign Subsidiary.
“ Solvent ” is, with respect to any Person: the fair salable value of such Person’s consolidated assets (including goodwill minus
disposition costs) exceeds the fair value of such Person’s liabilities; such Person is not left with unreasonably small capital after the transactions
in this Agreement; and such Person is able to pay its debts (including trade debts) as they mature.
“ Subordinated Debt ” is indebtedness incurred by Borrower or any of its Subsidiaries subordinated to all Indebtedness of Borrower
and/or its Subsidiaries to the Lenders (pursuant to a subordination, intercreditor, or other similar agreement in form and substance satisfactory to
Collateral Agent and the Lenders entered into between Collateral Agent, Borrower, and/or any of its Subsidiaries, and the other creditor), on
terms acceptable to Collateral Agent and the Lenders.
“ Subsidiary ” is, with respect to any Person, any Person of which more than fifty percent (50.00%) of the voting stock or other equity
interests (in the case of Persons other than corporations) is owned or controlled, directly or indirectly, by such Person or through one or more
intermediaries.
“ Term Loan ” is defined in Section 2.2(a)(ii) hereof.
“ Term Loan Commitment ” is, for any Lender, the obligation of such Lender to make a Term Loan, up to the principal amount shown
on Schedule 1.1 . “ Term Loan Commitments ” means the aggregate amount of such commitments of all Lenders.
“ Trademarks ” means any trademark and servicemark rights, whether registered or not, applications to register and registrations of the
same and like protections, and the entire goodwill of the business of Borrower connected with and symbolized by such trademarks.
“ Transfer ” is defined in Section 7.1.
[ Balance of Page Intentionally Left Blank ]
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IN WITNESS WHEREOF , the parties hereto have caused this Agreement to be executed as of the Effective Date.

BORROWER:
HALOZYME THERAPEUTICS, INC.

By /s/ Kurt Gustafson
Name: Kurt Gustafson
Title: VP, Chief Financial Officer
HALOZYME, INC.

By /s/ Kurt Gustafson
Name: Kurt Gustafson
Title: VP, Chief Financial Officer
COLLATERAL AGENT AND LENDER:
OXFORD FINANCE LLC

By /s/ Mark Davis
Name: Mark Davis
Title: Vice President – Finance, Secretary & Treasurer

LENDER:
SILICON VALLEY BANK

By /s/ R. Michael White
Name: R. Michael White
Title: SRM
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SCHEDULE 1.1
Lenders and Commitments

Lender
OXFORD FINANCE LLC
SILICON VALLEY BANK
TOTAL

Term Loans
Term Loan Commitment
$21,000,000.00
$9,000,000.00
$30,000,000.00
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Commitment Percentage
70.00%
30.00%
100.00%

EXHIBIT A
Description of Collateral
The Collateral consists of all of Borrower’s right, title and interest in and to the following personal property:
All goods, Accounts (including health-care receivables), Equipment, Inventory, contract rights or rights to payment of money, leases,
license agreements, franchise agreements, General Intangibles (except as noted below), commercial tort claims, documents, instruments
(including any promissory notes), chattel paper (whether tangible or electronic), cash, deposit accounts and other Collateral Accounts, all
certificates of deposit, fixtures, letters of credit rights (whether or not the letter of credit is evidenced by a writing), securities, and all other
investment property, supporting obligations, and financial assets, whether now owned or hereafter acquired, wherever located; and
All Borrower’s Books relating to the foregoing, and any and all claims, rights and interests in any of the above and all substitutions for,
additions, attachments, accessories, accessions and improvements to and replacements, products, proceeds and insurance proceeds of any or all
of the foregoing.
Notwithstanding the foregoing, the Collateral does not include any Intellectual Property; provided, however, the Collateral shall include
all Accounts and all proceeds of Intellectual Property. If a judicial authority (including a U.S. Bankruptcy Court) would hold that a security
interest in the underlying Intellectual Property is necessary to have a security interest in such Accounts and such property that are proceeds of
Intellectual Property, then the Collateral shall automatically, and effective as of the Effective Date, include the Intellectual Property to the extent
necessary to permit perfection of Collateral Agent’s security interest in such Accounts and such other property of Borrower that are proceeds of
the Intellectual Property. Further, notwithstanding any provision in this Agreement to the contrary, the grant of security interest herein shall not
extend to and the term “Collateral” shall not include (i) the Shares of Halozyme owned by Parent, (ii) Excluded Accounts, and (iii) more than
sixty-five percent (65.00%) of the Shares of any Foreign Subsidiary of Borrower if Borrower demonstrates to Collateral Agent’s reasonable
satisfaction that a pledge of more than sixty-five percent (65.00%) of the Shares of such Foreign Subsidiary creates a present and existing
adverse tax consequence to Borrower under the U.S. Internal Revenue Code.
Pursuant to the terms of a certain negative pledge arrangement with Collateral Agent and the Lenders, Borrower has agreed not to
encumber any of its Intellectual Property.
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EXHIBIT B-1
Form of Disbursement Letter

DISBURSEMENT LETTER
December __, 2012
The undersigned, being the duly elected and acting of HALOZYME THERAPEUTICS, INC. a Delaware corporation (“ Parent ”) and
HALOZYME, INC. , a California corporation (“ Halozyme ”; Halozyme and Parent are individually and collectively, jointly and severally, “
Borrower ”), both with offices located at 11388 Sorrento Valley Road, San Diego, CA 92121, do hereby certify to OXFORD FINANCE LLC
(“ Oxford ” and “ Lender ”), as collateral agent (the “ Collateral Agent ”) in connection with that certain Loan and Security Agreement dated
as of December __, 2012, by and among Borrower, Collateral Agent and the Lenders from time to time party thereto (the “ Loan Agreement ”;
with other capitalized terms used below having the meanings ascribed thereto in the Loan Agreement) that:
1. The representations and warranties made by Borrower in Section 5 of the Loan Agreement and in the other Loan Documents are
true and correct in all material respects as of the date hereof.
2. No event or condition has occurred that would constitute an Event of Default under the Loan Agreement or any other Loan
Document.
3.

Borrower is in compliance with the covenants and requirements contained in Sections 4, 6 and 7 of the Loan Agreement.

4. All conditions referred to in Section 3 of the Loan Agreement to the making of the Loan to be made on or about the date hereof
have been satisfied or waived by Collateral Agent.
5.

No Material Adverse Change has occurred.

6.

The undersigned is a Responsible Officer.

[Balance of Page Intentionally Left Blank]
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7.

The proceeds of the Term Loan shall be disbursed as follows:

Disbursement from Oxford:
Loan Amount
Plus:

$_______________
$__________

--Deposit Received
Less:
--Facility Fee

($_________)

[--Interim Interest

($_________)]

--Lender’s Legal Fees

($_________)*

Net Proceeds due from Oxford:

$_______________

Disbursement from SVB:
Loan Amount
Plus:

$_______________

--Deposit Received

$__________

Less:
--Facility Fee

($_________)

[--Interim Interest

($_________)]

Net Proceeds due from SVB:

$_______________

TOTAL TERM LOAN NET PROCEEDS FROM LENDERS

$_______________

8.

The Term Loan shall amortize in accordance with the Amortization Table attached hereto.

9.

The aggregate net proceeds of the Term Loans shall be transferred to the Designated Deposit Account as follows:

Account Name:

HALOZYME, INC.

Bank Name:

Silicon Valley Bank

Bank Address:

3003 Tasman Drive
Santa Clara, California 95054

Account Number:

3300664625

ABA Number:

121140399

[Balance of Page Intentionally Left Blank]
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Dated as of the date first set forth above.

BORROWER:
HALOZYME THERAPEUTICS, INC.

By
Name:
Title:
HALOZYME, INC.

By
Name:
Title:
COLLATERAL AGENT AND LENDER:
OXFORD FINANCE LLC

By
Name:
Title:
LENDER:
SILICON VALLEY BANK

By
Name:

Title:
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AMORTIZATION TABLE
(Term Loan)

Oxford Finance & SVB
Amortization Table
Halozyme AA01
Start Date:
Interest
Rate:
Term:
Payment:

12/28/2012

Disclaimer:

7.55%
47

THIS IS A STANDARD AMORTIZATION
11 IO + 36 PI

USED FOR PAYOFF
PURPOSES.

$933,875.60

Final
Payment: $2,550,000.00

SCHEDULE. IT IS NOT INTENDED TO BE

8.50%

Amount: 30,000,000.00
PMT

Payment

Beginning

Monthly

No.

Date

Balance

Payment

Ending
Interest

Principal

Balance
Interim
Interest
$

30,000,000.00

1

1/1/2013
2/1/2013

$ 30,000,000.00 $

Interim Interest Due - Billed Separately (See Last Tab)
188,750.00 $

188,750.00 $

— $

30,000,000.00

2

3/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

3

4/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

4

5/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

5

6/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

6

7/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

7

8/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

8

9/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

9

10/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

10

11/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

11

12/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

12

1/1/2014

$ 30,000,000.00 $

933,875.60 $

188,750.00 $

745,125.60 $

29,254,874.40

13

2/1/2014

$ 29,254,874.40 $

933,875.60 $

184,061.92 $

749,813.68 $

28,505,060.71

14

3/1/2014

$ 28,505,060.71 $

933,875.60 $

179,344.34 $

754,531.26 $

27,750,529.45

15

4/1/2014

$ 27,750,529.45 $

933,875.60 $

174,597.08 $

759,278.52 $

26,991,250.93

16

5/1/2014

$ 26,991,250.93 $

933,875.60 $

169,819.95 $

764,055.65 $

26,227,195.28

17

6/1/2014

$ 26,227,195.28 $

933,875.60 $

165,012.77 $

768,862.83 $

25,458,332.45

18

7/1/2014

$ 25,458,332.45 $

933,875.60 $

160,175.34 $

773,700.26 $

24,684,632.19

19

8/1/2014

$ 24,684,632.19 $

933,875.60 $

155,307.48 $

778,568.12 $

23,906,064.06

20

9/1/2014

$ 23,906,064.06 $

933,875.60 $

150,408.99 $

783,466.62 $

23,122,597.45

21

10/1/2014

$ 23,122,597.45 $

933,875.60 $

145,479.68 $

788,395.93 $

22,334,201.52

22

11/1/2014

$ 22,334,201.52 $

933,875.60 $

140,519.35 $

793,356.25 $

21,540,845.27

23

12/1/2014

$ 21,540,845.27 $

933,875.60 $

135,527.82 $

798,347.78 $

20,742,497.49

46

18,875.00

24

1/1/2015

$ 20,742,497.49 $

933,875.60 $

130,504.88 $

803,370.72 $

19,939,126.76

25

2/1/2015

$ 19,939,126.76 $

933,875.60 $

125,450.34 $

808,425.26 $

19,130,701.50

26

3/1/2015

$ 19,130,701.50 $

933,875.60 $

120,364.00 $

813,511.61 $

18,317,189.90

27

4/1/2015

$ 18,317,189.90 $

933,875.60 $

115,245.65 $

818,629.95 $

17,498,559.95

28

5/1/2015

$ 17,498,559.95 $

933,875.60 $

110,095.11 $

823,780.50 $

16,674,779.45

29

6/1/2015

$ 16,674,779.45 $

933,875.60 $

104,912.15 $

828,963.45 $

15,845,816.00

30

7/1/2015

$ 15,845,816.00 $

933,875.60 $

99,696.59 $

834,179.01 $

15,011,636.99

31

8/1/2015

$ 15,011,636.99 $

933,875.60 $

94,448.22 $

839,427.39 $

14,172,209.61

32

9/1/2015

$ 14,172,209.61 $

933,875.60 $

89,166.82 $

844,708.78 $

13,327,500.82

33

10/1/2015 $ 13,327,500.82 $

933,875.60 $

83,852.19 $

850,023.41 $

12,477,477.41

34

11/1/2015 $ 12,477,477.41 $

933,875.60 $

78,504.13 $

855,371.47 $

11,622,105.94

35

12/1/2015 $ 11,622,105.94 $

933,875.60 $

73,122.42 $

860,753.19 $

10,761,352.75

36

1/1/2016

$ 10,761,352.75 $

933,875.60 $

67,706.84 $

866,168.76 $

9,895,184.00

37

2/1/2016

$ 9,895,184.00 $

933,875.60 $

62,257.20 $

871,618.40 $

9,023,565.59

38

3/1/2016

$ 9,023,565.59 $

933,875.60 $

56,773.27 $

877,102.34 $

8,146,463.26

39

4/1/2016

$ 8,146,463.26 $

933,875.60 $

51,254.83 $

882,620.77 $

7,263,842.49

40

5/1/2016

$ 7,263,842.49 $

933,875.60 $

45,701.68 $

888,173.93 $

6,375,668.56

41

6/1/2016

$ 6,375,668.56 $

933,875.60 $

40,113.58 $

893,762.02 $

5,481,906.54

42

7/1/2016

$ 5,481,906.54 $

933,875.60 $

34,490.33 $

899,385.27 $

4,582,521.27

43

8/1/2016

$ 4,582,521.27 $

933,875.60 $

28,831.70 $

905,043.91 $

3,677,477.36

44

9/1/2016

$ 3,677,477.36 $

933,875.60 $

23,137.46 $

910,738.14 $

2,766,739.22

45

10/1/2016 $ 2,766,739.22 $

933,875.60 $

17,407.40 $

916,468.20 $

1,850,271.02

46

11/1/2016 $ 1,850,271.02 $

933,875.60 $

11,641.29 $

922,234.31 $

928,036.70

47

12/1/2016 $

933,875.60 $

5,838.90 $

928,036.70 $

—

2,550,000.00 $ 2,550,000.00 $

— $

—

Final

12/1/2016

928,036.70 $
Final Payment $

Totals $ 38,245,771.68 $

8,245,771.68 $ 30,000,000.00
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EXHIBIT B-2
Loan Payment/Advance Request Form
DEADLINE FOR SAME DAY PROCESSING IS NOON PACIFIC TIME*
Fax To: 858-622-1424

Date: _____________________

LOAN PAYMENT :
HALOZYME, INC.
From Account #________________________________ To Account #__________________________________________________
(Deposit Account #)
(Loan Account #)
Principal $____________________________________ and/or Interest $________________________________________________
Authorized Signature:
Print Name/Title:

Phone Number:

LOAN ADVANCE :
Complete Outgoing Wire Request section below if all or a portion of the funds from this loan advance are for an outgoing wire.
From Account #________________________________ To Account #__________________________________________________
(Loan Account #)
(Deposit Account #)
Amount of Advance $___________________________
All Borrower’s representations and warranties in the Loan and Security Agreement are true, correct and complete in all material respects on the date of the request for an advance;
provided, however, that such materiality qualifier shall not be applicable to any representations and warranties that already are qualified or modified by materiality in the text
thereof; and provided, further that those representations and warranties expressly referring to a specific date shall be true, accurate and complete in all material respects as of such
date:
Authorized Signature:
Print Name/Title:

Phone Number:

OUTGOING WIRE REQUEST :
Complete only if all or a portion of funds from the loan advance above is to be wired.
Deadline for same day processing is noon, Pacific Time
Beneficiary Name: _____________________________
Beneficiary Bank: ______________________________
City and State:

Amount of Wire: $
Account Number:

Beneficiary Bank Transit (ABA) #:
Intermediary Bank:
For Further Credit to:

Beneficiary Bank Code (Swift, Sort, Chip, etc.):
(For International Wire Only)
Transit (ABA) #:

Special Instruction:
By signing below, I (we) acknowledge and agree that my (our) funds transfer request shall be processed in accordance with and subject to the terms and conditions set forth in the
agreements(s) covering funds transfer service(s), which agreements(s) were previously received and executed by me (us).
Authorized Signature: ___________________________ 2 nd Signature (if required): _______________________________________
Print Name/Title: ______________________________ Print Name/Title: ______________________________________________
Telephone #:
Telephone #:

48

EXHIBIT C
Compliance Certificate

TO:

OXFORD FINANCE LLC, as Collateral Agent and Lender
SILICON VALLEY BANK, as Lender

FROM:

HALOZYME THERAPEUTICS, INC.
HALOZYME, INC.

The undersigned authorized officers (collectively, the “ Officers ”) of HALOZYME THERAPEUTICS, INC. and HALOZYME, INC.
(individually and collectively, jointly and severally, “ Borrower ”), hereby certify that in accordance with the terms and conditions of the Loan
and Security Agreement by and among Borrower, Collateral Agent, and the Lenders from time to time party thereto (the “ Loan Agreement ;”
capitalized terms used but not otherwise defined herein shall have the meanings given them in the Loan Agreement),
(a)

Borrower is in complete compliance for the period ending _______________ with all required covenants except as noted below;

(b)

There are no Events of Default, except as noted below;

(c) Except as noted below, all representations and warranties of Borrower stated in the Loan Documents are true and correct in all material
respects on this date and for the period described in (i), above; provided, however, that such materiality qualifier shall not be applicable to any
representations and warranties that already are qualified or modified by materiality in the text thereof; and provided, further that those
representations and warranties expressly referring to a specific date shall be true, accurate and complete in all material respects as of such date.
(d) Borrower, and each of Borrower’s Subsidiaries, has timely filed all required tax returns and reports, Borrower, and each of Borrower’s
Subsidiaries, has timely paid all foreign, federal, state, and local taxes, assessments, deposits and contributions owed by Borrower, or Subsidiary,
except as otherwise permitted pursuant to the terms of Section 5.8 of the Loan Agreement;
(e) No Liens have been levied or claims made against Borrower or any of its Subsidiaries relating to unpaid employee payroll or benefits of
which Borrower has not previously provided written notification to Collateral Agent and the Lenders.
Attached are the required documents, if any, supporting our certification(s). The Officers, on behalf of each Borrower (as applicable), further
certify that the attached financial statements are prepared in accordance with Generally Accepted Accounting Principles (GAAP) and are
consistently applied from one period to the next except as explained in an accompanying letter or footnotes and except, in the case of unaudited
financial statements, for the absence of footnotes and subject to year-end audit adjustments as to the interim financial statements.
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Please indicate compliance status since the last Compliance Certificate by circling Yes, No, or N/A under “Complies” column.

Reporting Covenant
Financial statements

Requirement
Quarterly within 45 days

2)

Annual (CPA Audited)
statements

3)

Annual Financial
Projections/Budget (prepared on
a monthly basis)

5)

8-K, 10-K and 10-Q Filings

6)

Compliance Certificate

Earlier of 5 days after filing
with SEC or 210 days after
FYE
Annually (earlier of 7 days
following board-approval or
60 days after FYE) and when
revised
If applicable, within 5 days of
filing
Monthly within 45 days

7)

IP Report

When required

8)

Total amount of Borrower’s
cash and cash equivalents at the
last day of the measurement
period

$______

Total amount of Borrower’s
Subsidiaries’ cash and cash
equivalents at the last day of the
measurement period

$______

1)

9)

Actual

Complies
No

Yes

N/A

Yes

No

N/A

Yes

No

N/A

Yes

No

N/A

Yes

No

N/A

Yes

No

N/A

Yes

No

N/A

Yes

No

N/A

Deposit and Securities Accounts
(Please list all accounts; attach separate sheet if additional space needed)

Institution Name

Account Number

New Account?
Yes
No
Yes
No
Yes
No
Yes
No

1)
2)
3)
4)

Account Control Agreement in place?

Yes
Yes
Yes
Yes

No
No
No
No

Other Matters

1)

Have there been any changes in management since the last Compliance Certificate?

Yes

No

2)

Have there been any transfers/sales/disposals/retirement of Collateral or IP prohibited by the Loan
Agreement?

Yes

No

3)

Have there been any new or pending claims or causes of action against Borrower that involve more than
Two Hundred Fifty Thousand Dollars ($250,000.00)?

Yes

No

4)

Have there been any amendments of or other changes to the capitalization table of Borrower and to the
Operating Documents of Borrower or any of its Subsidiaries? If yes, provide copies of any such
amendments or changes with this Compliance Certificate.

Yes

No
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Exceptions
Please explain any exceptions with respect to the certification above: (If no exceptions exist, state “No exceptions.” Attach separate sheet if
additional space needed.)

HALOZYME THERAPEUTICS, INC.
By:
Name:
Title:

By:
Name:
Title:

Date:

Date:

HALOZYME, INC.

LENDER USE ONLY
Received by:

Date:

Verified by:

Date:

Compliance Status: Yes No
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EXHIBIT D
Form of Secured Promissory Note
SECURED PROMISSORY NOTE
(Term Loan)
$____________________

Dated: December __, 2012

FOR VALUE RECEIVED, the undersigned, HALOZYME THERAPEUTICS, INC. a Delaware corporation (“ Parent ”) and
HALOZYME, INC., a California corporation (“ Halozyme ”; Halozyme and Parent are individually and collectively, jointly and severally, “
Borrower ”), both with offices located at 11388 Sorrento Valley Road, San Diego, CA 92121, HEREBY PROMISE TO PAY to the order of
[OXFORD FINANCE LLC][SILICON VALLEY BANK] (“ Lender ”) the principal amount of [___________] MILLION DOLLARS
($______________) or such lesser amount as shall equal the outstanding principal balance of the Term Loan made to Borrower by Lender, plus
interest on the aggregate unpaid principal amount of such Term Loan, at the rates and in accordance with the terms of the Loan and Security
Agreement dated December __, 2012 by and among Borrower, Lender, Oxford Finance LLC, as Collateral Agent, and the other Lenders from
time to time party thereto (as amended, restated, supplemented or otherwise modified from time to time, the “ Loan Agreement ”). If not sooner
paid, the entire principal amount and all accrued and unpaid interest hereunder shall be due and payable on the Maturity Date as set forth in the
Loan Agreement. Any capitalized term not otherwise defined herein shall have the meaning attributed to such term in the Loan Agreement.
Principal, interest and all other amounts due with respect to the Term Loan, are payable in lawful money of the United States of America to
Lender as set forth in the Loan Agreement and this Secured Promissory Note (this “ Note ”). The principal amount of this Note and the interest
rate applicable thereto, and all payments made with respect thereto, shall be recorded by Lender and, prior to any transfer hereof, endorsed on the
grid attached hereto which is part of this Note.
The Loan Agreement, among other things, (a) provides for the making of a secured Term Loan by Lender to Borrower, and (b) contains
provisions for acceleration of the maturity hereof upon the happening of certain stated events.
This Note may not be prepaid except as set forth in Section 2.2 (c) and Section 2.2(d) of the Loan Agreement.
This Note and the obligation of Borrower to repay the unpaid principal amount of the Term Loan, interest on the Term Loan and all other
amounts due Lender under the Loan Agreement is secured under the Loan Agreement.
Presentment for payment, demand, notice of protest and all other demands and notices of any kind in connection with the execution, delivery,
performance and enforcement of this Note are hereby waived.
Borrower shall pay all reasonable fees and expenses, including, without limitation, reasonable attorneys’ fees and costs, incurred by Lender in
the enforcement or attempt to enforce any of Borrower’s obligations hereunder not performed when due.
This Note shall be governed by, and construed and interpreted in accordance with, the internal laws of the State of California.
The ownership of an interest in this Note shall be registered on a record of ownership maintained by Lender or its agent. Notwithstanding
anything else in this Note to the contrary, the right to the principal of, and stated interest on, this Note may be transferred only if the transfer is
registered on such record of ownership and the transferee is identified as the owner of an interest in the obligation. Borrower shall be entitled to
treat the registered holder of this Note (as recorded on such record of ownership) as the owner in fact thereof for all purposes and shall not be
bound to recognize any equitable or other claim to or interest in this Note on the part of any other person or entity.
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IN WITNESS WHEREOF, Borrower has caused this Note to be duly executed by one of its officers thereunto duly authorized on the
date hereof.

BORROWER:
HALOZYME THERAPEUTICS, INC.

By
Name:
Title:
HALOZYME, INC.

By
Name:
Title:
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LOAN INTEREST RATE AND PAYMENTS OF PRINCIPAL

Date

Principal
Amount

Interest Rate
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Scheduled
Payment Amount

Notation By

EXHIBIT E
CORPORATE BORROWING CERTIFICATE
BORROWER:

HALOZYME THERAPEUTICS, INC.
DATE : December __, 2012

Lenders:

OXFORD FINANCE LLC, as Collateral Agent and Lender
SILICON VALLEY BANK, as Lender

I hereby certify as follows, as of the date set forth above:
1.

I am the Secretary, Assistant Secretary or other officer of Borrower. My title is as set forth below.

2. Borrower’s exact legal name is set forth above. Borrower is a corporation existing under the laws of the State of
[DELAWARE][CALIFORNIA].
3. Attached hereto as Exhibit A and Exhibit B , respectively, are true, correct and complete copies of (i) Borrower’s
Articles/Certificate of Incorporation (including amendments), as filed with the Secretary of State of the state in which
Borrower is incorporated as set forth in paragraph 2 above; and (ii) Borrower’s Bylaws. Neither such Articles/Certificate
of Incorporation nor such Bylaws have been amended, annulled, rescinded, revoked or supplemented, and such
Articles/Certificate of Incorporation and such Bylaws remain in full force and effect as of the date hereof.
4. The following resolutions were duly and validly adopted by Borrower’s Board of Directors at a duly held meeting of
such directors (or pursuant to a unanimous written consent or other authorized corporate action). Such resolutions are in
full force and effect as of the date hereof and have not been in any way modified, repealed, rescinded, amended or
revoked, and the Lenders may rely on them until each Lender receives written notice of revocation from Borrower.

[ Balance of Page Intentionally Left Blank ]
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RESOLVED , that any one of the following officers or employees of Borrower, whose names, titles and
signatures are below, may act on behalf of Borrower:

Name

Title

Signature

Authorized to Add
or Remove
Signatories
□
□
□
□

RESOLVED FURTHER, that any one of the persons designated above with a checked box beside his or her
name may, from time to time, add or remove any individuals to and from the above list of persons authorized to
act on behalf of Borrower.
RESOLVED FURTHER, that such individuals may, on behalf of Borrower:
Borrow Money . Borrow money from the Lenders.
Execute Loan Documents . Execute any loan documents any Lender requires.
Grant Security . Grant Collateral Agent a security interest in any of Borrower’s assets.
Negotiate Items . Negotiate or discount all drafts, trade acceptances, promissory notes, or other indebtedness in
which Borrower has an interest and receive cash or otherwise use the proceeds.
Further Acts . Designate other individuals to request advances, pay fees and costs and execute other documents
or agreements (including documents or agreement that waive Borrower’s right to a jury trial) they believe to be
necessary to effectuate such resolutions.
RESOLVED FURTHER, that all acts authorized by the above resolutions and any prior acts relating thereto are
ratified.
[ Balance of Page Intentionally Left Blank ]
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5. The persons listed above are Borrower’s officers or employees with their titles and signatures shown next to their
names.
By:
Name:
Title:
*** If the Secretary, Assistant Secretary or other certifying officer executing above is designated by the resolutions set
forth in paragraph 4 as one of the authorized signing officers, this Certificate must also be signed by a second
authorized officer or director of Borrower.
I, the __________________________ of Borrower, hereby certify as to paragraphs 1 through 5 above, as
[print title]
of the date set forth above.
By:
Name:
Title:
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EXHIBIT A
Articles/Certificate of Incorporation (including amendments)

AMENDED AND RESTATED CERTIFICATE OF INCORPORATION
OF
HALOZYME THERAPEUTICS, INC.
(Pursuant to Sections 242 and 245 of the General Corporation Law of the State of Delaware)
Halozyme Therapeutics, Inc., a corporation organized and existing under the General Corporation Law of the State of
Delaware on August 23, 2007 (the “Corporation”) certifies as follows:
1. The Corporation’s Amended and Restated Certificate of Incorporation was duly adopted by the Board of Directors
and sole stockholder by written consent in accordance with Sections 242 and 245 of the General Corporation Law.
2.

The Corporation’s Certificate of Incorporation is amended and restated to read in full as follows:

FIRST: The name of the corporation is:
Halozyme Therapeutics, Inc.
SECOND: The address of its registered office in the State of Delaware is The Corporation Trust Company, 1209 Orange
Street, City of Wilmington, County of New Castle. The name of the registered agent at that address is The Corporation
Trust Company.
THIRD: The nature of the business or purposes to be conducted or promoted is to engage in any lawful act or activity for
which corporations may be organized under the General Corporation Law of Delaware.
FOURTH: The corporation is authorized to issue two classes of stock, to be designated “Common Stock,” with a par
value of $0.001 per share, and “Preferred Stock,” with a par value of $0.001 per share. The total number of shares of
Common Stock that the corporation shall have authority to issue is 150,000,000, and the total number of shares of
Preferred Stock that the corporation shall have authority to issue is 20,000,000.
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The corporation’s Board of Directors is authorized, subject to any limitations prescribed by law, to provide for the
issuance of the shares of Preferred Stock in series, and by filing a certificate pursuant to the applicable law of the state of
Delaware, to establish from time to time the number of shares to be included in each such series, and to fix the
designation, powers, preferences and rights of the shares of each such series and any qualifications, limitations or
restrictions thereof. The number of authorized shares of any class of capital stock of the corporation may be increased or
decreased (but not below the number of shares thereof then outstanding) by the affirmative vote of the holders of a
majority of the outstanding Common Stock of the corporation, without the approval of the holders of the Preferred
Stock, or of any series thereof, unless the approval of any such holders is required pursuant to the certificate or
certificates establishing any series of Preferred Stock.
FIFTH:
A.

The business and affairs of the corporation shall be managed by or under the direction of the Board of
Directors. In addition to the powers and authority expressly conferred upon them by statute or by this
Certificate of Incorporation or the Bylaws of the corporation, the directors are hereby empowered to
exercise all such powers and do all such acts and things as may be exercised or done by the corporation.
Election of directors need not be by written ballot, unless the Bylaws so provide.

B.

Any action required or permitted to be taken by the stockholders of the Corporation must be effected at a
duly called annual or special meeting of stockholders of the Corporation and may not be effected by any
consent in writing by such stockholders.

SIXTH: The Board of Directors is expressly empowered to adopt, amend or repeal Bylaws of the Corporation. Any
adoption, amendment or repeal of Bylaws of the Corporation by the Board of Directors shall require the approval of a
majority of the directors present at any regular or special meeting of the Board of Directors at which a quorum is present.
The stockholders shall also have power to adopt, amend or repeal the Bylaws of the Corporation. Any adoption,
amendment or repeal of Bylaws of the Corporation by the stockholders shall require, in addition to any vote of the
holders of any class or series of stock of the Corporation required by law or by this Certificate of Incorporation, the
affirmative vote of the holders of at least a majority of the voting power of all of the then outstanding shares of the
capital stock of the Corporation entitled to vote generally in the election of directors, voting together as a single class.
SEVENTH: A director of the Corporation shall not be personally liable to the Corporation or its stockholders for
monetary damages for breach of fiduciary duty as a director, except for liability (i) for any breach of the director’s duty
of loyalty to the Corporation or its stockholders, (ii) for acts or omissions not in good faith or which involved intentional
misconduct or a knowing violation of law, (iii) under Section 174 of the Delaware General Corporation Law, or (iv) for
any transaction from which the director derived an improper personal benefit.
If the Delaware General Corporation Law is hereafter amended to authorize the further elimination or limitation of the
liability of a director, then the liability of a director of the Corporation shall be
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eliminated or limited to the fullest extent permitted by the Delaware General Corporation Law, as so amended.
Any repeal or modification of the foregoing provisions of this Article SEVENTH by the stockholders of the Corporation
shall not adversely affect any right or protection of a director of the Corporation existing at the time of such repeal or
modification.
EIGHTH: The Corporation reserves the right to amend or repeal any provision contained in this Certificate of
Incorporation in the manner prescribed by the laws of the State of Delaware and all rights conferred upon stockholders
are granted subject to this reservation.
IN WITNESS WHEREOF, the Corporation has caused this Amended and Restated Certificate to be signed by a duly
authorized officer on this 8th day of October, 2007.
Halozyme Therapeutics, Inc.

_/s/ Jonathan E. Lim______________
Jonathan E. Lim
President and Chief Executive Officer
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HALOZYME THERAPEUTICS, INC.
CERTIFICATE
OF DESIGNATION, PREFERENCES AND RIGHTS
OF THE TERMS OF THE
SERIES A PREFERRED STOCK

Pursuant to Section 151 of the General Corporation Law of the State of Delaware:
We, the President and Chief Executive Officer and the Secretary, respectively, of Halozyme Therapeutics, Inc.,
organized and existing under the General Corporation Law of the State of Delaware, in accordance with the provisions
of Section 103 thereof, DO HEREBY CERTIFY:
That pursuant to the authority conferred upon the Board of Directors by the Amended and Restated Certificate of
Incorporation of the said Corporation, the said Board of Directors on October 8, 2007, adopted the following resolution
creating a series of 500,000 shares of Preferred Stock designated as Series A Preferred Stock:
RESOLVED, that pursuant to the authority vested in the Board of Directors of this Corporation in accordance
with the provisions of its Certificate of Incorporation, a series of Preferred Stock of the Corporation be and it hereby is
created, and that the designation and amount thereof and the powers, preferences and relative, participating, optional and
other special rights of the shares of such series, and the qualifications, limitations or restrictions thereof are as follows:
Section 1. Designation and Amount. The shares of such series shall be designated as “Series A Preferred Stock” (the
“Series A Preferred Stock”), $0.01 par value per share, and the number of shares constituting such series shall be
500,000.
Section 2.

Dividends and Distributions.

a.
The dividend rate on the shares of Series A Preferred Stock shall be for each quarterly dividend
(hereinafter referred to as a “quarterly dividend period”), which quarterly dividend periods shall commence on
January 1, April 1, July 1 and October 1 each year (each such date being referred to herein as a “Quarterly Dividend
Payment Date”) (or in the case of original issuance, from the date of original issuance) and shall end on and include the
day next preceding the first date of the next quarterly dividend period, at a rate per quarterly dividend period (rounded to
the nearest cent) equal to the greater of (a) $625.00 or (b) subject to the provisions for adjustment hereinafter set forth,
1,000 times the aggregate per share amount of all cash dividends, and 1,000 times the aggregate per share amount
(payable in cash, based upon the fair market value at the time the non-cash dividend or other distribution is declared as
determined in good faith by the Board of Directors) of all non-cash dividends or other distributions other than a dividend
payable in shares of Common Stock or a subdivision of the outstanding shares of Common Stock (by reclassification or
otherwise), declared (but not withdrawn) on the Common Stock, par value $0.001
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per share, of the Corporation (the “Common Stock”) during the immediately preceding quarterly dividend period, or,
with respect to the first quarterly dividend period, since the first issuance of any share or fraction of a share of Series A
Preferred Stock. In the event this Company shall at any time after May 29, 2006 (the “Rights Declaration Date”)
(i) declare any dividend on Common Stock payable in shares of Common Stock, (ii) subdivide the outstanding Common
Stock, or (iii) combine the outstanding Common Stock into a smaller number of shares, then in each such case the
amount to which holders of shares of Series A Preferred Stock were entitled immediately prior to such event under
clause (b) of the preceding sentence shall be adjusted by multiplying such amount by a fraction the numerator of which
is the number of shares of Common Stock outstanding immediately after such event and the denominator of which is the
number of shares of Common Stock that were outstanding immediately prior to such event.
b.
Dividends shall begin to accrue and be cumulative on outstanding shares of Series A Preferred
Stock from the Quarterly Dividend Payment Date next preceding the date of issue of such shares of Series A Preferred
Stock, unless the date of issue of such shares is prior to the record date for the first Quarterly Dividend Payment Date, in
which case dividends on such shares shall begin to accrue from the date of issue of such shares, or unless the date of
issue is a Quarterly Dividend Payment Date or is a date after the record date for the determination of holders of shares of
Series A Preferred Stock entitled to receive a quarterly dividend and before such Quarterly Dividend Payment Date, in
either of which events such dividends shall begin to accrue and be cumulative from such Quarterly Dividend Payment
Date. Accrued but unpaid dividends shall not bear interest. Dividends paid on the shares of Series A Preferred Stock in
an amount less than the total amount of such dividends at the time accrued and payable on such shares shall be allocated
pro rata on a share-by-share basis among all such shares at the time outstanding. The Board of Directors may fix a
record date for the determination of holders of shares of Series A Preferred Stock entitled to receive payment of a
dividend or distribution declared thereon, which record date shall be no more than 45 days prior to the date fixed for the
payment thereof.
Section 3.

Voting Rights. The holders of shares of Series A Preferred Stock shall have the following voting rights:

a.
Subject to the provision for adjustment hereinafter set forth, each share of Series A Preferred
Stock shall entitle the holder thereof to 1,000 votes on all matters submitted to a vote of the stockholders of the
Corporation. In the event the Corporation shall at any time after the Rights Declaration Date (i) declare any dividend on
Common Stock payable in shares of Common Stock, (ii) subdivide the outstanding Common Stock, or (iii) combine the
outstanding Common Stock into a smaller number of shares, then in each such case the number of votes per share to
which holders of shares of Series A Preferred Stock were entitled immediately prior to such event shall be adjusted by
multiplying such number by a fraction the numerator of which is the number of shares of Common Stock outstanding
immediately after such event and the denominator of which is the number of shares of Common Stock that were
outstanding immediately prior to such event.
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b.
Except as otherwise provided herein, in the Certificate of Incorporation or Bylaws, the holders
of shares of Series A Preferred Stock and the holders of shares of Common Stock shall vote together as one class on all
matters submitted to a vote of stockholders of the Corporation.
c. Except as set forth herein, in the Certificate of Incorporation and in the Bylaws, holders of Series A
Preferred Stock shall have no special voting rights and their consent shall not be required (except to the extent they are
entitled to vote with holders of Common Stock as set forth herein) for taking any corporate action.
Section 4. Reacquired Shares . Any shares of Series A Preferred Stock purchased or otherwise acquired by the
Corporation in any manner whatsoever shall be retired and canceled promptly after the acquisition thereof. All such
shares shall upon their cancellation become authorized but unissued shares of Preferred Stock and may be reissued as
part of a new series of Preferred Stock to be created by resolution or resolutions of the Board of Directors, subject to the
conditions and restrictions on issuance set forth herein.
Section 5.

Liquidation, Dissolution or Winding Up .

In the event of any voluntary or involuntary liquidation, dissolution or winding up of the
a.
Corporation, the holders of the Series A Preferred Stock shall be entitled to receive the greater of (a) $25,000.00 per
share, plus accrued dividends to the date of distribution, whether or not earned or declared, or (b) an amount per share,
subject to the provision for adjustment hereinafter set forth, equal to 1,000 times the aggregate amount to be distributed
per share to holders of Common Stock. In the event the Corporation shall at any time after the Rights Declaration Date
(i) declare any dividend on Common Stock payable in shares of Common Stock, (ii) subdivide the outstanding Common
Stock, or (iii) combine the outstanding Common Stock into a smaller number of shares, then in each such case the
amount to which holders of shares of Series A Preferred Stock were entitled immediately prior to such event pursuant to
clause (b) of the preceding sentence shall be adjusted by multiplying such amount by a fraction the numerator of which
is the number of shares of Common Stock outstanding immediately after such event and the denominator of which is the
number of shares of Common Stock that were outstanding immediately prior to such event.
Section 6. Consolidation, Merger, etc . In case the Corporation shall enter into any consolidation, merger, combination
or other transaction in which the shares of Common Stock are exchanged for or changed into other stock or securities,
cash and/or any other property, then in any such case the shares of Series A Preferred Stock shall at the same time be
similarly exchanged or changed in an amount per share (subject to the provision for adjustment hereinafter set forth)
equal to 1,000 times the aggregate amount of stock, securities, cash and/or any other property (payable in kind), as the
case may be, into which or for which each share of Common Stock is changed or exchanged. In the event the
Corporation shall at any time after the Rights Declaration Date (i) declare any dividend on Common Stock payable in
shares of Common Stock, (ii) subdivide the outstanding Common Stock, or (iii) combine the outstanding Common Stock
into a smaller number of shares, then in each such case the amount set forth in the preceding sentence with respect to the
exchange
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or change of shares of Series A Preferred Stock shall be adjusted by multiplying such amount by a fraction the
numerator of which is the number of shares of Common Stock outstanding immediately after such event and the
denominator of which is the number of shares of Common Stock that were outstanding immediately prior to such event.
Section 7.

No Redemption . The shares of Series A Preferred Stock shall not be redeemable.

Section 8. Fractional Shares . Series A Preferred Stock may be issued in fractions of a share which shall entitle the
holder, in proportion to such holder’s fractional shares, to exercise voting rights, receive dividends, participate in
distributions and have the benefit of all other rights of holders of Series A Preferred Stock. All payments made with
respect to fractional shares hereunder shall be rounded to the nearest whole cent.
Section 9.

Certain Restrictions .

Whenever quarterly dividends or other dividends or distributions payable on the Series A
a.
Preferred Stock as provided in Section 2 are in arrears, thereafter and until all accrued and unpaid dividends and
distributions, whether or not declared, on shares of Series A Preferred Stock outstanding shall have been paid in full, the
Corporation shall not:
(i) declare or pay dividends on, make any other distributions on, or redeem or purchase or
otherwise acquire for consideration any shares of stock ranking junior (either as to dividends or upon liquidation,
dissolution or winding up) to the Series A Preferred Stock;
(ii) declare or pay dividends on or make any other distributions on any shares of stock ranking
on a parity (either as to dividends or upon liquidation, dissolution or winding up) with the Series A Preferred Stock,
except dividends paid ratably on the Series A Preferred Stock and all such parity stock on which dividends are payable
or in arrears in proportion to the total amounts to which the holders of all such shares are then entitled;
(iii) redeem or purchase or otherwise acquire for consideration shares of any stock ranking on a
parity (either as to dividends or upon liquidation, dissolution or winding up) with the Series A Preferred Stock, provided
that the Corporation may at any time redeem, purchase or otherwise acquire shares of any such parity stock in exchange
for shares of any stock of the Corporation ranking junior (either as to dividends or upon dissolution, liquidation or
winding up) to the Series A Preferred Stock; or
(iv) purchase or otherwise acquire for consideration any shares of Series A Preferred Stock, or
any shares of stock ranking on a parity with the Series A Preferred Stock, except in accordance with a purchase offer
made in writing or by publication (as determined by the Board of Directors) to all holders of such shares upon such
terms as the Board of Directors, after consideration of the respective annual dividend rates and other relative rights and
preferences of the respective series and classes shall determine in good faith will result in fair and equitable treatment
among the respective series or classes.
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(B) The Corporation shall not permit any subsidiary of the Corporation to purchase or otherwise acquire
for consideration any shares of stock of the Corporation unless the Corporation could, under paragraph (A) of this
Section 9, purchase or otherwise acquire such shares at such time and in such manner.
Section 10. Ranking . The Series A Preferred Stock shall be junior to all other Series of the Corporation’s preferred
stock as to the payment of dividends and the distribution of assets, unless the terms of any series shall provide otherwise.
Section 11. Amendment . The Certificate of Incorporation of the Corporation shall not be amended in any manner
which would materially alter or change the powers, preferences or special rights of the Series A Preferred Stock so as to
affect them adversely without the affirmative vote of the holders of two-thirds or more of the outstanding shares of
Series A Preferred Stock voting together as a single class.
IN WITNESS WHEREOF, we have executed and subscribed this Certificate and do affirm the foregoing as true under
the penalties of perjury this 8th day of October, 2007.

/s/ Jonathan E. Lim
Jonathan E. Lim, President and Chief Executive Officer
/s/David A. Ramsay
David A. Ramsay, Secretary and Chief Financial
Officer
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CERTIFICATE OF MERGER
of
Halozyme Therapeutics, Inc.
(a Nevada corporation)
with and into
Halozyme Therapeutics, Inc.
(a Delaware corporation)

The undersigned corporation, Halozyme Therapeutics, Inc., a Delaware corporation, hereby certifies:
FIRST : That the name and state of incorporation of each of the constituent corporations of the merger is as follows:
Name

State of Incorporation

Halozyme Therapeutics, Inc.

Nevada

Halozyme Therapeutics, Inc.

Delaware

SECOND : That an Agreement and Plan of Merger dated as of November 14, 2007, by and between Halozyme
Therapeutics, Inc., a Nevada corporation and Halozyme Therapeutics, Inc. a Delaware corporation (the “Merger
Agreement”) has been approved, adopted, certified, executed and acknowledged by each of the constituent corporations
in accordance with the requirements of subsection (c) of Section 252 of the General Corporation Law of the State of
Delaware.
THIRD : That the name of the corporation surviving the merger is Halozyme Therapeutics, Inc. (the “Surviving
Corporation”). The Surviving Corporation is a corporation of the State of Delaware.
FOURTH : The Certificate of Incorporation of the Surviving Corporation shall continue to be the Certificate of
Incorporation of Halozyme Therapeutics, Inc., a Delaware corporation, as currently in effect.
FIFTH : That the executed Agreement and Plan of Merger is on file at the principal place of business of the Surviving
Corporation. The address of said principal place of business is 11588 Sorrento Valley Road, Suite 17, San Diego,
California 92121.
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SIXTH : That a copy of the Agreement and Plan of Merger will be furnished by the Surviving Corporation upon request and without charge to
any stockholder of any constituent corporation.
SEVENTH : The authorized capital stock of Halozyme Therapeutics, Inc., a Nevada corporation, as of the date of this Certificate of Merger is
150,000,000 shares of Common Stock, $0.001 per share par value, and 20,000,000 shares of Preferred Stock, $0.001 per share par value.
EIGHTH: This Certificate of Merger shall be effective immediately upon filing.

*****
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IN WITNESS WHEREOF, the undersigned has caused this Certificate of Merger to be executed by its duly authorized officer this 14th day of
November, 2007.

HALOZYME THERAPEUTICS, INC.
a Delaware corporation

By: /s/ Jonathan E. Lim
Jonathan E. Lim
President and Chief Executive Officer
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EXHIBIT B
Bylaws

BYLAWS OF
HALOZYME THERAPEUTICS, INC.
ARTICLE I
STOCKHOLDERS
1.1 Place of Meetings . All meetings of stockholders shall be held at such place (if any) within or without the State
of Delaware as may be designated from time to time by the Board of Directors (the “Board”).
1.2 Annual Meeting . The annual meeting of stockholders for the election of directors and for the transaction of
such other business as may properly be brought before the meeting shall be held on a date to be fixed by the Board of
Directors at the time and place to be fixed by the Board of Directors and stated in the notice of the meeting. In lieu of
holding an annual meeting of stockholders at a designated place, the Board of Directors may, in its sole discretion,
determine that any annual meeting of stockholders may be held solely by means of remote communication.
1.3 Special Meetings . Special meetings of stockholders may be called at any time by the Board of Directors, the
Chairman of the Board, or the holders of record of not less than 50% of the shares entitled to cast votes at the meeting,
for any purpose or purposes prescribed in the notice of the meeting and shall be held at such place (if any), on such date
and at such time as the Board may fix. In lieu of holding a special meeting of stockholders at a designated place, the
Board of Directors may, in its sole discretion, determine that any special meeting of stockholders may be held solely by
means of remote communication. Business transacted at any special meeting of stockholders shall be confined to the
purpose or purposes stated in the notice of meeting.
Upon a request in writing sent by registered mail to the Secretary of the corporation by any stockholder or
stockholders entitled to request a special meeting of stockholders pursuant to this Section 1.3, which request contains the
information required pursuant to Sections 1.10 and 2.15, as applicable, and upon a determination by the Secretary of the
validity of such request, it shall be the duty of the Secretary to present the request to the Board of Directors, whereupon
the Board of Directors (a) shall determine a place and time for such meeting, which time shall be not less than 100 nor
more than 120 days after the receipt of such request, and (b) shall fix, in accordance with Section 4.5, a record date for
the determination of stockholders entitled to vote at such meeting. Upon Board action as provided in this Section 1.3, the
Secretary of the corporation shall cause notice to be given to the stockholders, in accordance with Section 1.4 hereof,
that a meeting will be held for the purposes set forth in the stockholder’s request, as well
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as any additional purpose or purposes determined by the Board of Directors in accordance with this Section 1.3.
1.4 Notice of Meetings .
(a) Written notice of each meeting of stockholders, whether annual or special, shall be given not less than 10
nor more than 60 days before the date on which the meeting is to be held, to each stockholder entitled to vote at such
meeting, except as otherwise provided herein or as required by law (meaning here and hereafter, as required from time to
time by the Delaware General Corporation Law or the Certificate of Incorporation). The notice of any meeting shall state
the place, if any, date and hour of the meeting, and the means of remote communication, if any, by which stockholders
and proxy holders may be deemed to be present in person and vote at such meeting. The notice of a special meeting shall
state, in addition, the purpose or purposes for which the meeting is called. If mailed, notice is given when deposited in
the United States mail, postage prepaid, directed to the stockholder at his address as it appears on the records of the
corporation.
(b) Notice to stockholders may be given by personal delivery, mail, or, with the consent of the stockholder
entitled to receive notice, by facsimile or other means of electronic transmission. If mailed, such notice shall be
delivered by postage prepaid envelope directed to each stockholder at such stockholder’s address as it appears in the
records of the corporation and shall be deemed given when deposited in the United States mail. Notice given by
electronic transmission pursuant to this subsection shall be deemed given: (1) if by facsimile telecommunication, when
directed to a facsimile telecommunication number at which the stockholder has consented to receive notice; (2) if by
electronic mail, when directed to an electronic mail address at which the stockholder has consented to receive notice;
(3) if by posting on an electronic network together with separate notice to the stockholder of such specific posting, upon
the later of (A) such posting and (B) the giving of such separate notice; and (4) if by any other form of electronic
transmission, when directed to the stockholder. An affidavit of the secretary or an assistant secretary or of the transfer
agent or other agent of the corporation that the notice has been given by personal delivery, by mail, or by a form of
electronic transmission shall, in the absence of fraud, be prima facie evidence of the facts stated therein.
(c) Notice of any meeting of stockholders need not be given to any stockholder if waived by such stockholder
either in a writing signed by such stockholder or by electronic transmission, whether such waiver is given before or after
such meeting is held. If such a waiver is given by electronic transmission, the electronic transmission must either set
forth or be submitted with information from which it can be determined that the electronic transmission was authorized
by the stockholder.
1.5 Voting List . The officer who has charge of the stock ledger of the corporation shall prepare, at least 10 days
before each meeting of stockholders, a complete list of the stockholders entitled to vote at the meeting, arranged in
alphabetical order for each class of stock and showing the address of each stockholder and the number of shares
registered in the name of each
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stockholder. Such list shall be open to the examination of any such stockholder, for any purpose germane to the meeting,
during ordinary business hours, for a period of at least 10 days prior to the meeting, in the manner provided by law. The
list shall also be produced and kept at the time and place of the meeting during the whole time of the meeting, and may
be inspected by any stockholder who is present. This list shall determine the identity of the stockholders entitled to vote
at the meeting and the number of shares held by each of them.
1.6 Quorum . Except as otherwise provided by law or these Bylaws, the holders of a majority of the shares of the
capital stock of the corporation entitled to vote at the meeting, present in person or represented by proxy, shall constitute
a quorum for the transaction of business. Where a separate class vote by a class or classes or series is required, a
majority of the shares of such class or classes or series present in person or represented by proxy shall constitute a
quorum entitled to take action with respect to that vote on that matter.
1.7 Adjournments . Any meeting of stockholders may be adjourned to any other time and to any other place at
which a meeting of stockholders may be held under these Bylaws by the chairman of the meeting or, in the absence of
such person, by any officer entitled to preside at or to act as secretary of such meeting, or by the holders of a majority of
the shares of stock present or represented at the meeting and entitled to vote, although less than a quorum. When a
meeting is adjourned to another place, date or time, written notice need not be given of the adjourned meeting if the date,
time, and place, if any, thereof, and the means of remote communication, if any, by which stockholders and proxy
holders may be deemed to be present in person and vote at such adjourned meeting, are announced at the meeting at
which the adjournment is taken; provided, however, that if the date of any adjourned meeting is more than 30 days after
the date for which the meeting was originally noticed, or if a new record date is fixed for the adjourned meeting, written
notice of the place, if any, date, and time of the adjourned meeting and the means of remote communications, if any, by
which stockholders and proxy holders may be deemed to be present in person and vote at such adjourned meeting, shall
be given in conformity herewith. At the adjourned meeting, the corporation may transact any business which might have
been transacted at the original meeting.
1.8 Voting and Proxies . Each stockholder shall have one vote for each share of stock entitled to vote held of record
by such stockholder and a proportionate vote for each fractional share so held, unless otherwise provided by law or in
the Certificate of Incorporation. Each stockholder of record entitled to vote at a meeting of stockholders may vote in
person or may authorize any other person or persons to vote or act for him by written proxy executed by the stockholder
or his authorized agent or by a transmission permitted by law and delivered to the Secretary of the corporation. Any
copy, facsimile transmission or other reliable reproduction of the writing or transmission created pursuant to this Section
may be substituted or used in lieu of the original writing or transmission for any and all purposes for which the original
writing or transmission could be used, provided that such copy, facsimile transmission or other reproduction shall be a
complete reproduction of the entire original writing or transmission.
1.9 Action at Meeting . When a quorum is present at any meeting, any election of directors shall be determined by a
plurality of the votes cast by the stockholders entitled to vote at the
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election, and any other matter shall be determined by a majority in voting power of the shares present in person or
represented by proxy and entitled to vote on the matter (or if there are two or more classes of stock entitled to vote as
separate classes, then in the case of each such class, a majority of the shares of each such class present in person or
represented by proxy and entitled to vote on the matter) shall decide such matter, except when a different vote is
required by express provision of law, the Certificate of Incorporation or these Bylaws.
All voting, including on the election of directors, but excepting where otherwise required by law, may be by a voice
vote provided, however, that upon demand therefor by a stockholder entitled to vote or his or her proxy, a vote by ballot
shall be taken. Each ballot shall state the name of the stockholder or proxy voting and such other information as may be
required under the procedure established for the meeting. The corporation may, and to the extent required by law, shall,
in advance of any meeting of stockholders, appoint one or more inspectors to act at the meeting and make a written
report thereof. The corporation may designate one or more persons as an alternate inspector to replace any inspector who
fails to act. If no inspector or alternate is able to act at a meeting of stockholders, the person presiding at the meeting
may, and to the extent required by law, shall, appoint one or more inspectors to act at the meeting. Each inspector, before
entering upon the discharge of his duties, shall take and sign an oath to faithfully execute the duties of inspector with
strict impartiality and according to the best of his or her ability.
1.10 Notice of Stockholder Business .
(a) At an annual or special meeting of the stockholders, only such business shall be conducted as shall have
been properly brought before the meeting. To be properly brought before an annual meeting, business must be
(i) specified in the notice of meeting (or any supplement thereto) given by or at the direction of the Board of Directors,
(ii) properly brought before the meeting by or at the direction of the Board of Directors, or (iii) properly brought before
the meeting by a stockholder of record. For business to be properly brought before an annual meeting by a stockholder, it
must be a proper matter for stockholder action under the Delaware General Corporation Law and the stockholder must
have given timely notice thereof in writing to the Secretary of the corporation. To be timely, a stockholder proposal to be
presented at an annual meeting shall be received at the corporation’s principal executive offices not less than 120 days
prior to the first anniversary of the date that the corporation’s (or its predecessor’s) proxy statement was released to
stockholders in connection with the previous year’s annual meeting of stockholders, except that if no annual meeting
was held in the previous year or the date of the annual meeting is more than 30 days earlier than the date contemplated at
the time of the previous year’s proxy statement, notice by the stockholders to be timely must be received not later than
the close of business on the 10th day following the day on which the date of the annual meeting is publicly announced.
“Public announcement” for purposes hereof shall have the meaning set forth in Article II, Section 2.15(c) of these
Bylaws. In no event shall the public announcement of an adjournment or postponement of an annual meeting commence
a new time period (or extend any time period) for the giving of a stockholder’s notice as described above. To be properly
brought before a special meeting, business must be brought before the meeting by or at the direction of the Board of
Directors.
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(b) A stockholder’s notice to the Secretary of the corporation shall set forth as to each matter the stockholder
proposes to bring before the annual meeting (i) a brief description of the business desired to be brought before the
meeting, (ii) the name and address, as they appear on the Company’s books, of the stockholder proposing such business
and the name and address of the beneficial owner, if any, on whose behalf the business is being brought, (iii) the class
and number of shares of the corporation which are owned beneficially and of record by the stockholder and such other
beneficial owner , (iv) any material interest of the stockholder and such other beneficial owner in such business and
(v) whether either such stockholder or beneficial owner intends to deliver a proxy statement and form of proxy to
holders of at least the percentage of the corporation’s voting shares required under applicable law to carry the proposal.
(c) Notwithstanding the foregoing provisions of this Bylaw, a stockholder shall also comply with all applicable
requirements of the Securities Exchange Act of 1934 (the “Exchange Act”) and the rules and regulations thereunder with
respect to the matters set forth in this Bylaw. Nothing in this Bylaw shall be deemed to affect any rights of stockholders
to request inclusion of proposals in the corporation’s proxy statement pursuant to Rule 14a-8 under the Exchange Act.
1.11 Conduct of Business . At every meeting of the stockholders, the Chairman of the Board, or, in his or her
absence, the President, or, in his or her absence, such other person as may be appointed by the Board of Directors, shall
act as chairman. The Secretary of the corporation or a person designated by the chairman of the meeting shall act as
secretary of the meeting. Unless otherwise approved by the chairman of the meeting, attendance at the stockholders’
meeting is restricted to stockholders of record, persons authorized in accordance with Section 1.8 of these Bylaws to act
by proxy, and officers of the corporation.
The chairman of the meeting shall call the meeting to order, establish the agenda, and conduct the business of the
meeting in accordance therewith or, at the chairman’s discretion, it may be conducted otherwise in accordance with the
wishes of the stockholders in attendance. The date and time of the opening and closing of the polls for each matter upon
which the stockholders will vote at the meeting shall be announced at the meeting.
The chairman shall also conduct the meeting in an orderly manner, rule on the precedence of, and procedure on,
motions and other procedural matters, and exercise discretion with respect to such procedural matters with fairness and
good faith toward all those entitled to take part. Without limiting the foregoing, the chairman may (a) restrict attendance
at any time to bona fide stockholders of record and their proxies and other persons in attendance at the invitation of the
presiding officer or Board of Directors, (b) restrict use of audio or video recording devices at the meeting, and
(c) impose reasonable limits on the amount of time taken up at the meeting on discussion in general or on remarks by
any one stockholder. Should any person in attendance become unruly or obstruct the meeting proceedings, the chairman
shall have the power to have such person removed from the meeting. Notwithstanding anything in the Bylaws to the
contrary, no business shall be conducted at a meeting except in accordance with the procedures set forth in this
Section 1.11 and Section 1.10 above. The chairman of a meeting may determine and declare to the meeting that any
proposed item of business was not brought before the meeting in

73

accordance with the provisions of this Section 1.11 and Section 1.10, and if he should so determine, he shall so declare
to the meeting and any such business not properly brought before the meeting shall not be transacted.
1.12 Stockholder Action Without Meeting .
(a) The record date for determining stockholders entitled to express consent to corporate action in writing
without a meeting shall be as fixed by the Board of Directors in accordance with Section 4.5 or as otherwise established
under this Section 1.12. Any persons seeking to have the stockholders authorize or take corporate action by written
consent without a meeting shall, by written notice addressed to the Secretary of the corporation and delivered to the
corporation and signed by stockholders of record holding not less than 50% of the outstanding shares entitled to vote at a
meeting, request that a record date be fixed for such purpose. Such persons shall be stockholders of record of the
corporation (and, with respect to any beneficial owners, if different, on whose behalf such action is proposed, only if
such beneficial owners were the beneficial owners of shares of the corporation) (i) both at the time the notice is delivered
to the Secretary of the corporation and as of the record date, (ii) who are entitled to consent to corporate action in writing
without a meeting and (iii) who otherwise comply with this Section 1.12. The proposed action must constitute a proper
matter for stockholder action under the Delaware General Corporation Law. The written notice must contain the
information set forth in Section 1.12(b) and updates or supplements to such notice must be provided at the times and in
the forms required by Section 1.12(b). Following receipt of the notice, the Board of Directors shall have 10 days to
determine the validity of the request, and if appropriate, adopt a resolution fixing the record date for such purpose. The
record date for such purpose shall be no more than 10 days after the date upon which the resolution fixing the record
date is adopted by the Board of Directors and shall not precede the date such resolution is adopted. If the Board of
Directors fails within 10 days after the corporation receives such notice to fix a record date for such purpose, the record
date shall be the day on which the first written consent is delivered to the corporation in the manner described in
Section 1.12(d), except that, if prior action by the Board of Directors is required by law, the record date shall be at the
close of business on the day on which the Board of Directors adopts the resolution taking such prior action.
(b) Any stockholders’ notice required by Section 1.12(a) must describe the action that the stockholders propose
to take by written consent. For each such proposal other than nominations for the election of directors, every notice by
stockholders must set forth (i) the information required by Section 1.10(b) as though such stockholders were intending to
bring a matter before an annual meeting of stockholders, (ii) the text of the proposal (including the text of any
resolutions to be effected by consent and the language of any proposed amendment to the Bylaws of the corporation),
(iii) the reasons for soliciting consents for the proposal, (iv) any material interests in the proposal held by the
stockholders and the beneficial owners, if any, on whose behalf the action is to be taken, and (v) any other information
relating to the stockholders, the beneficial owners, or the proposal that would be required to be disclosed in filings in
connection with the solicitation of proxies or consents pursuant to Section 14 of the Exchange Act and the rules and
regulations promulgated thereunder (or any successor provision of the Exchange Act or the rules or regulations
promulgated thereunder).
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In addition to the foregoing, the notice must state, as to the stockholders giving the notice and the beneficial owners,
if any, on whose behalf the notice is given, a description of all arrangements or understandings between such
stockholders and any other person or persons regarding the proposed action by consent. The corporation may require the
stockholders of record and/or beneficial owner requesting a record date for proposed stockholder action by consent to
furnish such other information as it may reasonably require to determine the validity of the request for a record date.
The stockholders seeking to have the stockholders authorize or take corporate action by written consent without a
meeting shall further update and supplement such notice, if necessary, so that the information provided or required to be
provided in such notice pursuant to this Section 1.12 shall be true and correct as of the record date for determining
stockholders entitled to express consent to corporate action without a meeting and as of the date that is 5 business days
prior to the date the consent solicitation is commenced, and such update and supplement shall be delivered to, or mailed
and received by, the Secretary of the corporation at the principal executive offices of the corporation not later than 5
business days after such record date (in the case of the update and supplement required to be made as of the record date),
and not later than 3 business days prior to the date the consent solicitation is commenced (in the case of the update and
supplement required to be made as of 5 business days prior to the date the consent solicitation is commenced).
Notwithstanding anything in these Bylaws to the contrary, no action may be taken by the stockholders by written
consent without a meeting except in accordance with this Section 1.12. If the Board of Directors shall determine that any
request to fix a record date or to take stockholder action by written consent without a meeting was not properly made in
accordance with the provisions of this Section 1.12, or the stockholders seeking to take such action do not otherwise
comply with the provisions of this Section 1.12, including this Section 1.12(b), then the Board of Directors shall not be
required to fix a record date and any such purported action by written consent shall be null and void to the fullest extent
permitted by applicable law. In addition to the requirements of this Section 1.12 with respect to stockholders seeking to
take an action by written consent without a meeting, each person seeking to have the stockholders authorize or take
corporate action by written consent without a meeting shall comply with all requirements of applicable law, including all
requirements of the Exchange Act, with respect to such action.
(c) Every written consent purporting to take or authorize the taking of corporate action (each, a “Consent”)
must bear the date of signature of each stockholder who signs the Consent, and no Consent shall be effective to take the
corporate action referred to therein unless, within 60 days of the earliest dated Consent delivered in the manner required
by this section, Consents signed by a sufficient number of stockholders to take such action are so delivered to the
corporation.
(d) Consents must be delivered to the corporation by delivery to its registered office in the State of Delaware or
its principal place of business. Delivery must be made by hand or by certified or registered mail, return receipt requested.

75

In the event of the delivery to the corporation of any Consents, the Secretary of the corporation, or such other
officer of the corporation as the Board of Directors may designate, shall provide for the safe-keeping of such Consents
and any related revocations and shall promptly conduct such ministerial review of the sufficiency of all Consents and
any related revocations and of the validity of the action to be taken by stockholder consent as the Secretary of the
corporation, or such other officer of the corporation as the Board of Directors may designate, deems necessary or
appropriate, including, without limitation, whether the stockholders of a number of shares having the requisite voting
power to authorize or take the action specified in the Consents have given consent; provided, however, that the Secretary
of the corporation, or such other officer of the corporation as the Board of Directors may designate, may alternatively
designate two persons, who shall not be members of the Board of Directors, to serve as inspectors (“Inspectors”) with
respect to such Consent, and such Inspectors shall discharge the functions of the Secretary of the corporation, or such
other officer of the corporation as the Board of Directors may designate, under this section. If after such investigation the
Secretary of the corporation, such other officer of the corporation as the Board of Directors may designate, or the
Inspectors, shall determine that the action purported to have been taken is duly authorized by the Consents, that fact shall
forthwith be certified on the records of the corporation kept for the purpose of recording the proceedings of meetings of
stockholders, and the Consents shall be filed in such records.
In conducting the investigation required by this section, the Secretary of the corporation, such other officer of the
corporation as the Board of Directors may designate, or the Inspectors, may, at the expense of the corporation, retain
special legal counsel and any other necessary or appropriate professional advisors, and such other personnel as such
person or persons may deem necessary or appropriate and shall be fully protected in relying in good faith upon the
opinion of such counsel or advisors.
(e) No action by written consent without a meeting shall be effective until such date as the Secretary of the
corporation, such other officer of the corporation as the Board of Directors may designate, or the Inspectors, as
applicable, certify to the corporation that the Consents delivered to the corporation in accordance with Section 1.12(d),
represent at least the minimum number of votes that would be necessary to take the corporate action.
(f) Nothing contained in this section shall in any way be construed to suggest or imply that the Board of
Directors or any stockholder shall not be entitled to contest the validity of any Consent or related revocations, whether
before or after such certification by the Secretary of the corporation, such other officer of the corporation as the Board of
Directors may designate, or the Inspectors, as applicable, or to take any other action (including, without limitation, the
commencement, prosecution, or defense of any litigation with respect thereto, and the seeking of injunctive relief in such
litigation).
1.13 Meetings by Remote Communication . If authorized by the Board of Directors, and subject to such guidelines
and procedures as the Board may adopt, stockholders and proxy holders not physically present at a meeting of
stockholders may, by means of remote
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communication, participate in the meeting and be deemed present in person and vote at the meeting, whether such
meeting is to be held at a designated place or solely by means of remote communication, provided that (i) the
corporation shall implement reasonable measures to verify that each person deemed present and permitted to vote at the
meeting by means of remote communication is a stockholder or proxy holder, (ii) the corporation shall implement
reasonable measures to provide such stockholders and proxy holders a reasonable opportunity to participate in the
meeting and to vote on matters submitted to the stockholders, including an opportunity to read or hear the proceedings of
the meeting substantially concurrently with such proceedings, and (iii) if any stockholder or proxy holder votes or takes
other action at the meeting by means of remote communication, a record of such vote or other action shall be maintained
by the corporation.
ARTICLE II
BOARD OF DIRECTORS
2.1 General Powers . The business and affairs of the corporation shall be managed by or under the direction of a
Board of Directors, who may exercise all of the powers of the corporation except as otherwise provided by law or the
Certificate of Incorporation. In the event of a vacancy in the Board of Directors, the remaining directors, except as
otherwise provided by law, may exercise the powers of the full Board until the vacancy is filled.
2.2 Number and Term of Office . Subject to the rights of the holders of any series of preferred stock to elect
directors under specified circumstances, the number of directors shall initially be one (1) and, thereafter, shall be fixed
from time to time exclusively by the Board of Directors pursuant to a resolution adopted by a majority of the total
number of authorized directors (whether or not there exist any vacancies in previously authorized directorships at the
time any such resolution is presented to the Board for adoption). At such time as the Board of Directors has three or
more members, the Board of Directors shall be divided into three classes, each class to serve for a term of three (3) years
and to be as nearly equal in number as possible. Class I shall be comprised of directors who shall initially serve until the
annual meeting of stockholders in 2008, and thereafter for terms of three years and until their successor shall have been
elected and qualified. Class II shall be comprised of directors who shall initially serve until the annual meeting of
stockholders in 2009, and thereafter for terms of three years and until their successors shall have been elected and
qualified. Class III shall be comprised of directors who shall initially serve until the annual meeting of stockholders in
2010, and thereafter for terms of three years and until their successors shall have been elected and qualified. Directors
shall be elected at each annual meeting of the stockholders to hold office until the expiration of their respective term, but
if any such annual meeting is not held or the directors are not elected at any annual meeting, the directors may be elected
at any special meeting of stockholders held for that purpose, or at the next annual meeting of stockholders held
thereafter. Each director, including a director elected to fill a vacancy, shall hold office until the expiration of the term
for which elected and until a successor has been elected and qualified or until his earlier resignation or removal or his
office has been declared vacant in the manner provided in these bylaws. Directors need not be stockholders.
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2.3 Vacancies and Newly Created Directorships . Subject to the rights of the holders of any series of Preferred
Stock then outstanding, newly created directorships resulting from any increase in the authorized number of directors or
any vacancies in the Board of Directors resulting from death, resignation, retirement, disqualification or other cause
(including removal from office by a vote of the stockholders) may be filled only by a majority vote of the directors then
in office, though less than a quorum (and not by stockholders), or by the sole remaining director and directors so chosen
shall hold office until the expiration of the applicable term for that particular director seat or until such director’s
successor shall have been duly elected and qualified. No decrease in the number of authorized directors shall shorten the
term of any incumbent director.
2.4 Resignation . Any director may resign by delivering notice in writing or by electronic transmission to the
President, Chairman of the Board or Secretary. Such resignation shall be effective upon receipt unless it is specified to
be effective at some other time or upon the happening of some other event.
2.5 Removal . Subject to the rights of the holders of any series of Preferred Stock then outstanding, any directors, or
the entire Board of Directors, may be removed from office at any time, with or without cause, by the affirmative vote of
the holders of two-thirds (2/3rds) of the voting power of all of the outstanding shares of capital stock entitled to vote
generally in the election of directors, voting together as a single class. Vacancies in the Board of Directors resulting from
such removal may be filled by a majority of the directors then in office, though less than a quorum, or by the sole
remaining director. Directors so chosen shall hold office until the term of office of the class to which they have been
elected expires.
2.6 Regular Meetings . Regular meetings of the Board of Directors may be held without notice at such time and
place, either within or without the State of Delaware, as shall be determined from time to time by the Board of Directors;
provided that any director who is absent when such a determination is made shall be given notice of the determination. A
regular meeting of the Board of Directors may be held without notice immediately after and at the same place as the
annual meeting of stockholders.
2.7 Special Meetings . Special meetings of the Board of Directors may be called by the Chairman of the Board, the
President or two or more directors and may be held at any time and place, within or without the State of Delaware.
2.8 Notice of Special Meetings . Notice of any special meeting of directors shall be given to each director by whom
it is not waived by the Secretary or by the officer or one of the directors calling the meeting. Notice shall be duly given
to each director by (i) giving notice to such director in person or by telephone, electronic transmission or voice message
system at least 24 hours in advance of the meeting, (ii) sending a facsimile to his last known facsimile number, or
delivering written notice by hand to his last known business or home address, at least 24 hours in advance of the
meeting, or (iii) mailing written notice to his last known business or home address at least three days in advance of the
meeting. A notice or waiver of notice of a meeting of the
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Board of Directors need not specify the purposes of the meeting. Unless otherwise indicated in the notice thereof, any
and all business may be transacted at a special meeting.
2.9 Participation in Meetings by Telephone Conference Calls or Other Methods of Communication . Directors or
any members of any committee designated by the directors may participate in a meeting of the Board of Directors or
such committee by means of conference telephone or other communications equipment by means of which all persons
participating in the meeting can hear each other, and participation by such means shall constitute presence in person at
such meeting.
2.10 Quorum . A majority of the total number of authorized directors shall constitute a quorum at any meeting of
the Board of Directors. In the absence of a quorum at any such meeting, a majority of the directors present may adjourn
the meeting from time to time without further notice other than announcement at the meeting, until a quorum shall be
present. Interested directors may be counted in determining the presence of a quorum at a meeting of the Board of
Directors or at a meeting of a committee which authorizes a particular contract or transaction.
2.11 Action at Meeting . At any meeting of the Board of Directors at which a quorum is present, the vote of a
majority of those present shall be sufficient to take any action, unless a different vote is specified by law, the Certificate
of Incorporation or these Bylaws.
2.12 Action by Written Consent . Any action required or permitted to be taken at any meeting of the Board of
Directors or of any committee of the Board of Directors may be taken without a meeting if all members of the Board or
committee, as the case may be, consent to the action in writing or by electronic transmission, and the writings or
electronic transmissions are filed with the minutes of proceedings of the Board or committee. Such filing shall be in
paper form if the minutes are maintained in paper form and shall be in electronic form if the minutes are maintained in
electronic form.
2.13 Committees . The Board of Directors may designate one or more committees, each committee to consist of one
or more of the directors of the corporation, with such lawfully delegated powers and duties as it therefor confers, to serve
at the pleasure of the Board. The Board may designate one or more directors as alternate members of any committee,
who may replace any absent or disqualified member at any meeting of the committee. In the absence or disqualification
of a member of a committee, the member or members of the committee present at any meeting and not disqualified from
voting, whether or not he or they constitute a quorum, may unanimously appoint another member of the Board of
Directors to act at the meeting in the place of any such absent or disqualified member. Any such committee, to the extent
provided in the resolution of the Board of Directors and subject to the provisions of the Delaware General Corporation
Law, shall have and may exercise all the powers and authority of the Board of Directors in the management of the
business and affairs of the corporation and may authorize the seal of the corporation to be affixed to all papers which
may require it. Each such committee shall keep minutes and make such reports as the Board of Directors may from time
to time request. Except as the Board of Directors may otherwise determine, any committee may make rules for the
conduct of its business, but unless otherwise provided by such rules, its business
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shall be conducted as nearly as possible in the same manner as is provided in these Bylaws for the Board of Directors.
2.14 Compensation of Directors . Directors may be paid such compensation for their services and such
reimbursement for expenses of attendance at meetings as the Board of Directors may from time to time determine. No
such payment shall preclude any director from serving the corporation or any of its parent or subsidiary corporations in
any other capacity and receiving compensation for such service.
2.15 Nomination of Director Candidates .
(a) Subject to the rights of holders of any class or series of Preferred Stock then outstanding, nominations for
the election of Directors at an annual meeting may be made by (i) the Board of Directors or a duly authorized committee
thereof or (ii) any stockholder entitled to vote in the election of Directors generally who complies with the procedures
set forth in this Bylaw and who is a stockholder of record at the time notice is delivered to the Secretary of the
corporation. Any stockholder entitled to vote in the election of Directors generally may nominate one or more persons
for election as Directors at an annual meeting only if timely notice of such stockholder’s intent to make such nomination
or nominations has been given in writing to the Secretary of the corporation. To be timely, a stockholder nomination for
a director to be elected at an annual meeting shall be received at the corporation’s principal executive offices not less
than 120 calendar days in advance of the first anniversary of the date that the corporation’s (or the corporation’s
predecessor’s) proxy statement was released to stockholders in connection with the previous year’s annual meeting of
stockholders, except that if no annual meeting was held in the previous year or the date of the annual meeting has been
advanced by more than 30 calendar days from the date contemplated at the time of the previous year’s proxy statement,
notice by the stockholders to be timely must be received not later than the close of business on the tenth day following
the day on which public announcement of the date of such meeting is first made. Each such notice shall set forth: (i) the
name and address of the stockholder who intends to make the nomination, of the beneficial owner, if any, on whose
behalf the nomination is being made and of the person or persons to be nominated; (ii) a representation that the
stockholder is a holder of record of stock of the corporation entitled to vote for the election of Directors on the date of
such notice and intends to appear in person or by proxy at the meeting to nominate the person or persons specified in the
notice; (iii) a description of all arrangements or understandings between the stockholder or such beneficial owner and
each nominee and any other person or persons (naming such person or persons) pursuant to which the nomination or
nominations are to be made by the stockholder; (iv) such other information regarding each nominee proposed by such
stockholder as would be required to be included in a proxy statement filed pursuant to the proxy rules of the Securities
and Exchange Commission, had the nominee been nominated, or intended to be nominated, by the Board of Directors;
(v) the consent of each nominee to serve as a director of the corporation if so elected; (vi) the class and number of shares
of the corporation that are owned beneficially and of record by such stockholder and such beneficial owner; and
(vii) whether either such stockholder or beneficial owner intends to deliver a proxy statement and form of proxy to
holders of at least the percentage of the corporation’s voting shares required under applicable law to carry the proposal.
In no event shall the public announcement of an
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adjournment or postponement of an annual meeting commence a new time period (or extend any time period) for the
giving of a stockholder’s notice as described above. Notwithstanding the third sentence of this Section 2.15(a), in the
event that the number of Directors to be elected at an annual meeting is increased and there is no public announcement
by the corporation naming the nominees for the additional directorships at least 130 days prior to the first anniversary of
the date that the corporation’s (or its predecessor’s) proxy statement was released to stockholders in connection with the
previous year’s annual meeting, a stockholder’s notice required by this Section 2.15(a) shall also be considered timely,
but only with respect to nominees for the additional directorships, if it shall be delivered to the Secretary at the principal
executive offices of the corporation not later than the close of business on the 10th day following the day on which such
public announcement is first made by the corporation.
(b) Nominations of persons for election to the Board of Directors may be made at a special meeting of
stockholders at which directors are to be elected pursuant to the corporation’s notice of meeting by (i) or at the direction
of the Board of Directors or a committee thereof or (ii) any stockholder of the corporation who is entitled to vote at the
meeting, who complies with the notice procedures set forth in this Bylaw and who is a stockholder of record at the time
such notice is delivered to the Secretary of the corporation. In the event the corporation calls a special meeting of
stockholders for the purpose of electing one or more directors to the Board of Directors, any such stockholder may
nominate a person or persons (as the case may be), for election to such position(s) as are specified in the corporation’s
notice of meeting, if the stockholder’s notice as required by paragraph (a) of this Bylaw shall be delivered to the
Secretary at the principal executive offices of the corporation not earlier than the 90th day prior to such special meeting
and not later than the close of business on the later of the 70th day prior to such special meeting or the 10th day
following the day on which public announcement is first made of the date of the special meeting and of the nominees
proposed by the Board of Directors to be elected at such meeting. In no event shall the public announcement of an
adjournment or postponement of a special meeting commence a new time period (or extend any time period) for the
giving of a stockholder’s notice as described above.
(c) For purposes of these Bylaws, “public announcement” shall mean disclosure in a press release reported by
the Dow Jones News Service, Associated Press or comparable national news service or in a document publicly filed by
the corporation with the Securities and Exchange Commission pursuant to Section 13, 14 or 15(d) of the Exchange Act.
(d) Notwithstanding the foregoing provisions of this Bylaw, a stockholder shall also comply with all applicable
requirements of the Exchange Act and the rules and regulations thereunder with respect to the matters set forth in this
Bylaw. Nothing in this Bylaw shall be deemed to affect any rights of stockholders to request inclusion of proposals in
the corporation’s proxy statement pursuant to Rule 14a-8 under the Exchange Act.
(e) Only persons nominated in accordance with the procedures set forth in this Section 2.15 shall be eligible to
serve as directors. Except as otherwise provided by law, the chairman of the meeting shall have the power and duty
(a) to determine whether a nomination was made in accordance with the procedures set forth in this Section 2.15 and
(b) if any proposed
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nomination was not made in compliance with this Section 2.15, to declare that such nomination shall be disregarded.
(f) If the chairman of the meeting for the election of Directors determines that a nomination of any candidate
for election as a Director at such meeting was not made in accordance with the applicable provisions of this
Section 2.15, such nomination shall be void; provided, however, that nothing in this Section 2.15 shall be deemed to
limit any voting rights upon the occurrence of dividend arrearages provided to holders of Preferred Stock pursuant to the
Preferred Stock designation for any series of Preferred Stock.
ARTICLE III
OFFICERS
3.1 Enumeration . The officers of the corporation shall consist of a Chief Executive Officer, a President, a
Secretary, a Treasurer, a Chief Financial Officer and such other officers with such other titles as the Board of Directors
shall determine, including, at the discretion of the Board of Directors, a Chairman of the Board of Directors and one or
more Vice Presidents and Assistant Secretaries. The Board of Directors may appoint such other officers as it may deem
appropriate.
3.2 Election/Appointment . Officers shall be elected annually by the Board of Directors at its first meeting
following the annual meeting of stockholders. Officers may be appointed by the Board of Directors at any other meeting.
The Board of Directors may appoint, or empower the president to appoint, such other officers and agents as the business
of the corporation may require, each of whom shall hold office for such period, have such authority, and perform such
duties as are provided in these Bylaws or as the Board of Directors may from time to time determine.
3.3 Qualification . No officer need be a stockholder. Any two or more offices may be held by the same person.
3.4 Tenure . Except as otherwise provided by law, by the Certificate of Incorporation or by these Bylaws, each
officer shall hold office until his successor is elected and qualified, unless a different term is specified in the vote
appointing him, or until his earlier death, resignation or removal.
3.5 Resignation and Removal . Any officer may resign by delivering his written resignation to the corporation at its
principal office or to the President or Secretary. Such resignation shall be effective upon receipt unless it is specified to
be effective at some other time or upon the happening of some other event. Any officer elected by the Board of Directors
may be removed at any time, with or without cause, by the Board of Directors or, except in the case of an officer chosen
by the Board of Directors, by any officer upon whom such power of removal may be conferred by the Board of
Directors.
3.6 Chairman of the Board . The Board of Directors may appoint a Chairman of the Board. If the Board of Directors
appoints a Chairman of the Board, he shall perform such duties and

82

possess such powers as are assigned to him by the Board of Directors. Unless otherwise provided by the Board of
Directors, he shall preside at all meetings of the Board of Directors.
3.7 Chief Executive Officer . The Chief Executive Officer of the corporation shall, subject to the direction of the
Board of Directors, have general supervision, direction and control of the business and the officers of the corporation.
He shall preside at all meetings of the stockholders and, in the absence or nonexistence of a Chairman of the Board, at all
meetings of the Board of Directors. He shall have the general powers and duties of management usually vested in the
chief executive officer of a corporation, including general supervision, direction and control of the business and
supervision of other officers of the corporation, and shall have such other powers and duties as may be prescribed by the
Board of Directors or these Bylaws.
3.8 President . Subject to the direction of the Board of Directors and such supervisory powers as may be given by
these Bylaws or the Board of Directors to the Chairman of the Board or the Chief Executive Officer, if such titles be
held by other officers, the President shall have general supervision, direction and control of the business and supervision
of other officers of the corporation. Unless otherwise designated by the Board of Directors, the President shall be the
Chief Executive Officer of the corporation. The President shall have such other powers and duties as may be prescribed
by the Board of Directors or these Bylaws. He or she shall have power to sign stock certificates, contracts and other
instruments of the corporation which are authorized and shall have general supervision and direction of all of the other
officers, employees and agents of the corporation, other than the Chairman of the Board and the Chief Executive Officer.
3.9 Vice Presidents . Any Vice President shall perform such duties and possess such powers as the Board of
Directors or the President may from time to time prescribe. In the event of the absence, inability or refusal to act of the
President, the Vice President (or if there shall be more than one, the Vice Presidents in the order determined by the
Board of Directors) shall perform the duties of the President and when so performing shall have at the powers of and be
subject to all the restrictions upon the President. The Board of Directors may assign to any Vice President the title of
Executive Vice President, Senior Vice President or any other title selected by the Board of Directors.
3.10 Secretary and Assistant Secretaries . The Secretary shall perform such duties and shall have such powers as the
Board of Directors or the President may from time to time prescribe. In addition, the Secretary shall perform such duties
and have such powers as are incident to the office of the Secretary, including, without limitation, the duty and power to
give notices of all meetings of stockholders and special meetings of the Board of Directors, to keep a record of the
proceedings of all meetings of stockholders and the Board of Directors, to maintain a stock ledger and prepare lists of
stockholders and their addresses as required, to be custodian of corporate records and the corporate seal and to affix and
attest to the same on documents.
Any Assistant Secretary shall perform such duties and possess such powers as the Board of Directors, the Chief
Executive Officer, the President or the Secretary may from time to time prescribe. In the event of the absence, inability
or refusal to act of the Secretary, the Assistant
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Secretary (or if there shall be more than one, the Assistant Secretaries in the order determined by the Board of Directors)
shall perform the duties and exercise the powers of the Secretary.
In the absence of the Secretary or any Assistant Secretary at any meeting of stockholders or directors, the person
presiding at the meeting shall designate a temporary secretary to keep a record of the meeting.
3.11 Treasurer . The Treasurer shall perform such duties and have such powers as are incident to the office of
treasurer, including without limitation, the duty and power to keep and be responsible for all funds and securities of the
corporation, to maintain the financial records of the corporation, to deposit funds of the corporation in depositories as
authorized, to disburse such funds as authorized, to make proper accounts of such funds, and to render as required by the
Board of Directors accounts of all such transactions and of the financial condition of the corporation.
3.12 Chief Financial Officer . The Chief Financial Officer shall perform such duties and shall have such powers as
may from time to time be assigned to him by the Board of Directors, the Chief Executive Officer or the President.
Unless otherwise designated by the Board of Directors, the Chief Financial Officer shall be the Treasurer of the
corporation.
3.13 Salaries . Officers of the corporation shall be entitled to such salaries, compensation or reimbursement as shall
be fixed or allowed from time to time by the Board of Directors.
3.14 Delegation of Authority . The Board of Directors may from time to time delegate the powers or duties of any
officer to any other officers or agents, notwithstanding any provision hereof.
ARTICLE IV
CAPITAL STOCK
4.1 Issuance of Stock . Subject to the provisions of the Certificate of Incorporation, the whole or any part of any
unissued balance of the authorized capital stock of the corporation or the whole or any part of any unissued balance of
the authorized capital stock of the corporation held in its treasury may be issued, sold, transferred or otherwise disposed
of by vote of the Board of Directors in such manner, for such consideration and on such terms as the Board of Directors
may determine.
4.2 Certificates of Stock . The shares of the corporation shall be represented by certificates, provided that the Board
of Directors may provide by resolution or resolutions that some or all of any class or series of its stock shall be
uncertificated shares; provided, however, that no such resolution shall apply to shares represented by a certificate until
such certificate is surrendered to the corporation. Every holder of stock of the corporation represented by certificates,
and, upon written request to the corporation’s transfer agent or registrar, any holder of uncertificated shares, shall be
entitled to have a certificate, in such form as may be prescribed by law and by the Board of Directors, certifying the
number and class of shares owned by him in the corporation. Each such certificate shall be signed by, or in the name of
the corporation by, the Chairman or Vice
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Chairman, if any, of the Board of Directors, or the President or a Vice President, and the Treasurer or an Assistant
Treasurer, or the Secretary or an Assistant Secretary of the corporation. Any or all of the signatures on the certificate
may be a facsimile.
Each certificate for shares of stock which are subject to any restriction on transfer pursuant to the Certificate of
Incorporation, the Bylaws, applicable securities laws or any agreement among any number of shareholders or among
such holders and the corporation shall have conspicuously noted on the face or back of the certificate either the full text
of the restriction or a statement of the existence of such restriction.
4.3 Transfers . Except as otherwise established by rules and regulations adopted by the Board of Directors, and
subject to applicable law, shares of stock may be transferred on the books of the corporation: (i) in the case of shares
represented by a certificate, by the surrender to the corporation or its transfer agent of the certificate representing such
shares properly endorsed or accompanied by a written assignment or power of attorney properly executed, and with such
proof of authority or authenticity of signature as the corporation or its transfer agent may reasonably require; and (ii) in
the case of uncertificated shares, upon the receipt of proper transfer instructions from the registered owner thereof.
Except as may be otherwise required by law, the Certificate of Incorporation or the Bylaws, the corporation shall be
entitled to treat the record holder of stock as shown on its books as the owner of such stock for all purposes, including
the payment of dividends and the right to vote with respect to such stock, regardless of any transfer, pledge or other
disposition of such stock until the shares have been transferred on the books of the corporation in accordance with the
requirements of these Bylaws.
4.4 Lost, Stolen or Destroyed Certificates . The corporation may issue a new certificate of stock in place of any
previously issued certificate alleged to have been lost, stolen, or destroyed, or it may issue uncertificated shares if the
shares represented by such certificate have been designated as uncertificated shares in accordance with Section 4.2, upon
such terms and conditions as the Board of Directors may prescribe, including the presentation of reasonable evidence of
such loss, theft or destruction and the giving of such indemnity as the Board of Directors may require for the protection
of the corporation or any transfer agent or registrar (including the delivery of a bond in an amount determined by the
corporation).
4.5 Record Date . The Board of Directors may fix in advance a record date for the determination of the stockholders
entitled to notice of or to vote at any meeting of stockholders, or entitled to receive payment of any dividend or other
distribution or allotment of any rights in respect of any change, concession or exchange of stock, or for the purpose of
any other lawful action. Such record date shall not precede the date on which the resolution fixing the record date is
adopted and shall not be more than 60 nor less than 10 days before the date of such meeting, nor more than 60 days prior
to any other action to which such record date relates.
If no record date is fixed by the Board of Directors, the record date for determining stockholders entitled to notice
of or to vote at a meeting of stockholders shall be at the close of business on the day before the day on which notice is
given, or, if notice is waived, at the close of business on the day before the day on which the meeting is held. If no
record date is fixed by
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the Board of Directors, the record date for determining stockholders entitled to express consent to corporate action in
writing without a meeting when no prior action by the Board of Directors is necessary shall be the day on which the first
written consent is expressed. The record date for determining stockholders for any other purpose shall be at the close of
business on the day on which the Board of Directors adopts the resolution relating to such purpose.
A determination of stockholders of record entitled to notice of or to vote at a meeting of stockholders shall apply to
any adjournment of the meeting; provided, however, that the Board of Directors may fix a new record date for the
adjourned meeting.
ARTICLE V
GENERAL PROVISIONS
5.1 Fiscal Year . The fiscal year of the corporation shall be as fixed by the Board of Directors.
5.2 Corporate Seal . The corporate seal shall be in such form as shall be approved by the Board of Directors.
5.3 Waiver of Notice . Whenever any notice whatsoever is required to be given by law, by the Certificate of
Incorporation or by these Bylaws, a waiver of such notice either in writing signed by the person entitled to such notice or
such person’s duly authorized attorney, or by electronic transmission or any other method permitted under the Delaware
General Corporation Law, whether before, at or after the time stated in such waiver, or the appearance of such person or
persons at such meeting in person or by proxy, shall be deemed equivalent to such notice. Neither the business nor the
purpose of any meeting need be specified in such a waiver. Attendance at any meeting shall constitute waiver of notice
except attendance for the sole purpose of objecting to the timeliness of notice.
5.4 Actions with Respect to Securities of Other Corporations . Except as the Board of Directors may otherwise
designate, the Chief Executive Officer or President or any officer of the corporation authorized by the Chief Executive
Officer or President shall have the power to vote and otherwise act on behalf of the corporation, in person or proxy, and
may waive notice of, and act as, or appoint any person or persons to act as, proxy or attorney-in-fact to this corporation
(with or without power of substitution) at any meeting of stockholders or shareholders (or with respect to any action of
stockholders) of any other corporation or organization, the securities of which may be held by this corporation and
otherwise to exercise any and all rights and powers which this corporation may possess by reason of this corporation’s
ownership of securities in such other corporation or other organization.
5.5 Evidence of Authority . A certificate by the Secretary, or an Assistant Secretary, or a temporary Secretary, as to
any action taken by the stockholders, directors, a committee or any officer or representative of the corporation shall as to
all persons who rely on the certificate in good faith be conclusive evidence of such action.
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5.6 Certificate of Incorporation . All references in these Bylaws to the Certificate of Incorporation shall be deemed
to refer to the Certificate of Incorporation of the corporation, as amended and in effect from time to time.
5.7 Severability . Any determination that any provision of these Bylaws is for any reason inapplicable, illegal or
ineffective shall not affect or invalidate any other provision of these Bylaws.
5.8 Pronouns . All pronouns used in these Bylaws shall be deemed to refer to the masculine, feminine or neuter,
singular or plural, as the identity of the person or persons may require.
5.9 Notices . Except as otherwise specifically provided herein or required by law, all notices required to be given to
any stockholder, director, officer, employee or agent shall be in writing and may in every instance be effectively given
by hand delivery to the recipient thereof, by depositing such notice in the mails, postage paid, or by sending such notice
by commercial courier service, or by facsimile or other electronic transmission, provided that notice to stockholders by
electronic transmission shall be given in the manner provided in Section 232 of the Delaware General Corporation Law.
Any such notice shall be addressed to such stockholder, director, officer, employee or agent at his or her last known
address as the same appears on the books of the corporation. The time when such notice shall be deemed to be given
shall be the time such notice is received by such stockholder, director, officer, employee or agent, or by any person
accepting such notice on behalf of such person, if delivered by hand, facsimile, other electronic transmission or
commercial courier service, or the time such notice is dispatched, if delivered through the mails. Without limiting the
manner by which notice otherwise may be given effectively, notice to any stockholder shall be deemed given: (1) if by
facsimile, when directed to a number at which the stockholder has consented to receive notice; (2) if by electronic mail,
when directed to an electronic mail address at which the stockholder has consented to receive notice; (3) if by a posting
on an electronic network together with separate notice to the stockholder of such specific posting, upon the later of
(A) such posting and (B) the giving of such separate notice; (4) if by any other form of electronic transmission, when
directed to the stockholder; and (5) if by mail, when deposited in the mail, postage prepaid, directed to the stockholder at
such stockholder’s address as it appears on the records of the corporation.
5.10 Reliance Upon Books, Reports and Records . Each director, each member of any committee designated by the
Board of Directors, and each officer of the corporation shall, in the performance of his duties, be fully protected in
relying in good faith upon the books of account or other records of the corporation as provided by law, including reports
made to the corporation by any of its officers, by an independent certified public accountant, or by an appraiser selected
with reasonable care.
5.11 Time Periods . In applying any provision of these Bylaws which require that an act be done or not done a
specified number of days prior to an event or that an act be done during a period of a specified number of days prior to
an event, calendar days shall be used, the day of the doing of the act shall be excluded, and the day of the event shall be
included.
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5.12 Facsimile Signatures . In addition to the provisions for use of facsimile signatures elsewhere specifically
authorized in these Bylaws, facsimile signatures of any officer or officers of the corporation may be used whenever and
as authorized by the Board of Directors or a committee thereof.
ARTICLE VI
AMENDMENTS
6.1 By the Board of Directors . Except as otherwise set forth in these Bylaws, these Bylaws may be altered,
amended or repealed or new Bylaws may be adopted by the affirmative vote of a majority of the directors present at any
regular or special meeting of the Board of Directors at which a quorum is present.
6.2 By the Stockholders . Except as otherwise set forth in these Bylaws, these Bylaws may be altered, amended or
repealed or new Bylaws may be adopted by the affirmative vote of the holders of at least a majority of the voting power
of all of the shares of capital stock of the corporation issued and outstanding and entitled to vote generally in any
election of directors, voting together as a single class. Such vote may be held at any annual meeting of stockholders, or
at any special meeting of stockholders provided that notice of such alteration, amendment, repeal or adoption of new
Bylaws shall have been stated in the notice of such special meeting.
ARTICLE VII
INDEMNIFICATION OF DIRECTORS AND OFFICERS
7.1 Right to Indemnification . Each person who was or is made a party or is threatened to be made a party to or is
involved in any action, suit or proceeding, whether civil, criminal, administrative or investigative (“proceeding”), by
reason of the fact that he or she or a person of whom he or she is the legal representative, is or was a director or officer
of the corporation or is or was serving at the request of the corporation as a director or officer of another corporation, or
as a controlling person of a partnership, joint venture, trust or other enterprise, including service with respect to
employee benefit plans, whether the basis of such proceeding is alleged action in an official capacity as a director or
officer, or in any other capacity while serving as a director or officer, shall be indemnified and held harmless by the
corporation to the fullest extent authorized by the Delaware General Corporation Law, as the same exists or may
hereafter be amended (but, in the case of any such amendment, only to the extent that such amendment permits the
corporation to provide broader indemnification rights than said Law permitted the corporation to provide prior to such
amendment) against all expenses, liability and loss reasonably incurred or suffered by such person in connection
therewith and such indemnification shall continue as to a person who has ceased to be a director or officer and shall
inure to the benefit of his or her heirs, executors and administrators; provided , however , that except as provided in
Section 7.2 of this Article VII, the corporation shall indemnify any such person seeking indemnity in connection with a
proceeding (or part thereof) initiated by such person only if (a) such indemnification is expressly required to be made by
law, (b) the proceeding (or part thereof) was authorized by the Board of Directors of the corporation, (c) such
indemnification is provided by the corporation, in its sole discretion, pursuant to the powers vested in the corporation
under the Delaware General
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Corporation Law, or (d) the proceeding (or part thereof) is brought to establish or enforce a right to indemnification or
advancement under an indemnity agreement or any other statute or law or otherwise as required under Section 145 of the
Delaware General Corporation Law. The rights hereunder shall be contract rights and shall include the right to be paid
expenses incurred in defending any such proceeding in advance of its final disposition; provided , however , that the
payment of such expenses incurred by a director or officer of the corporation in his or her capacity as a director or
officer (and not in any other capacity in which service was or is tendered by such person while a director or officer,
including, without limitation, service to an employee benefit plan) in advance of the final disposition of such proceeding,
shall be made only upon delivery to the corporation of an undertaking, by or on behalf of such director or officer, to
repay all amounts so advanced if it should be determined ultimately by final judicial decision from which there is no
further right to appeal that such director or officer is not entitled to be indemnified under this Section or otherwise.
7.2 Right of Claimant to Bring Suit . If a claim under Section 7.1 is not paid in full by the corporation within
60 days after a written claim has been received by the corporation, or 20 days in the case of a claim for advancement of
expenses, the claimant may at any time thereafter bring suit against the corporation to recover the unpaid amount of the
claim and, if such suit is not frivolous or brought in bad faith, the claimant shall be entitled to be paid also the expense of
prosecuting such claim. It shall be a defense to any such action (other than an action brought to enforce a claim for
expenses incurred in defending any proceeding in advance of its final disposition where the required undertaking, if any,
has been tendered to this corporation) that the claimant has not met the standards of conduct which make it permissible
under the Delaware General Corporation Law for the corporation to indemnify the claimant for the amount claimed.
Neither the failure of the corporation (including its Board of Directors, independent legal counsel, or its stockholders) to
have made a determination prior to the commencement of such action that indemnification of the claimant is proper in
the circumstances because he or she has met the applicable standard of conduct set forth in the Delaware General
Corporation Law, nor an actual determination by the corporation (including its Board of Directors, independent legal
counsel or its stockholders) that the claimant has not met such applicable standard of conduct, shall be a defense to the
action or create a presumption that claimant has not met the applicable standard of conduct. In any suit brought by the
corporation to recover an advancement of expenses pursuant to the terms of an undertaking, the corporation shall be
entitled to recover such expenses upon a final judicial decision from which there is no further right to appeal that the
indemnitee has not met any applicable standard for indemnification set forth in the Delaware General Corporation Law.
In any suit brought by the indemnitee to enforce a right to indemnification or to an advancement of expenses hereunder,
or brought by the corporation to recover an advancement of expenses pursuant to the terms of an undertaking, the burden
of proving that the indemnitee is not entitled to be indemnified, or to such advancement of expenses, shall be on the
corporation.
7.3 Indemnification of Employees and Agents . The corporation may, to the extent authorized from time to time by
the Board of Directors, grant rights to indemnification, and to the advancement of related expenses, to any employee or
agent of the corporation to the fullest
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extent of the provisions of this Article with respect to the indemnification of and advancement of expenses to directors
and officers of the corporation.
7.4 Non-Exclusivity of Rights . The rights conferred on any person in this Article VII shall not be exclusive of any
other right which such persons may have or hereafter acquire under any statute, provision of the Certificate of
Incorporation, bylaw, agreement, vote of stockholders or disinterested directors or otherwise.
7.5 Indemnification Contracts . The Board of Directors is authorized to enter into a contract with any director,
officer, employee or agent of the corporation, or any person serving at the request of the corporation as a director,
officer, employee or agent of another corporation, partnership, joint venture, trust or other enterprise, including
employee benefit plans, providing for indemnification rights equivalent to or, if the Board of Directors so determines,
greater than, those provided for in this Article VII.
7.6 Insurance . The corporation shall maintain insurance to the extent reasonably available, at its expense, to protect
itself and any such director, officer, employee or agent of the corporation or another corporation, partnership, joint
venture, trust or other enterprise against any such expense, liability or loss, whether or not the corporation would have
the power to indemnify such person against such expense, liability or loss under the Delaware General Corporation Law.
7.7 Effect of Amendment . Any amendment, repeal or modification of any provision of this Article VII shall not
adversely affect any right or protection of an indemnitee or his successor existing at the time of such amendment, repeal
or modification.
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EXHIBIT E-2
CORPORATE BORROWING CERTIFICATE
BORROWER:
Lenders:

HALOZYME, INC.
OXFORD FINANCE LLC, as Collateral Agent and Lender
SILICON VALLEY BANK, as Lender

DATE : December __, 2012

I hereby certify as follows, as of the date set forth above:
1.

I am the Secretary, Assistant Secretary or other officer of Borrower. My title is as set forth below.

2. Borrower’s exact legal name is set forth above. Borrower is a corporation existing under the laws of the State of
[DELAWARE][CALIFORNIA].
3. Attached hereto as Exhibit A-2 and Exhibit B-2 , respectively, are true, correct and complete copies of
(i) Borrower’s Articles/Certificate of Incorporation (including amendments), as filed with the Secretary of State of the
state in which Borrower is incorporated as set forth in paragraph 2 above; and (ii) Borrower’s Bylaws. Neither such
Articles/Certificate of Incorporation nor such Bylaws have been amended, annulled, rescinded, revoked or
supplemented, and such Articles/Certificate of Incorporation and such Bylaws remain in full force and effect as of the
date hereof.
4. The following resolutions were duly and validly adopted by Borrower’s Board of Directors at a duly held meeting of
such directors (or pursuant to a unanimous written consent or other authorized corporate action). Such resolutions are in
full force and effect as of the date hereof and have not been in any way modified, repealed, rescinded, amended or
revoked, and the Lenders may rely on them until each Lender receives written notice of revocation from Borrower.

[ Balance of Page Intentionally Left Blank ]
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RESOLVED , that any one of the following officers or employees of Borrower, whose names, titles and
signatures are below, may act on behalf of Borrower:

Name

Title

Signature

Authorized to Add or
Remove Signatories
□
□
□
□

RESOLVED FURTHER, that any one of the persons designated above with a checked box beside his or her
name may, from time to time, add or remove any individuals to and from the above list of persons authorized to
act on behalf of Borrower.
RESOLVED FURTHER, that such individuals may, on behalf of Borrower:
Borrow Money . Borrow money from the Lenders.
Execute Loan Documents . Execute any loan documents any Lender requires.
Grant Security . Grant Collateral Agent a security interest in any of Borrower’s assets.
Negotiate Items . Negotiate or discount all drafts, trade acceptances, promissory notes, or other indebtedness in
which Borrower has an interest and receive cash or otherwise use the proceeds.
Further Acts . Designate other individuals to request advances, pay fees and costs and execute other documents
or agreements (including documents or agreement that waive Borrower’s right to a jury trial) they believe to be
necessary to effectuate such resolutions.
RESOLVED FURTHER, that all acts authorized by the above resolutions and any prior acts relating thereto are
ratified.
[ Balance of Page Intentionally Left Blank ]
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5. The persons listed above are Borrower’s officers or employees with their titles and signatures shown next to their
names.
By:
Name:
Title:
*** If the Secretary, Assistant Secretary or other certifying officer executing above is designated by the resolutions set
forth in paragraph 4 as one of the authorized signing officers, this Certificate must also be signed by a second
authorized officer or director of Borrower.
I, the __________________________ of Borrower, hereby certify as to paragraphs 1 through 5 above, as
[print title]
of the date set forth above.
By:
Name:
Title:
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EXHIBIT A-2
Articles/Certificate of Incorporation (including amendments)
THIRD AMENDED AND RESTATED
ARTICLES OF INCORPORATION
OF
DELIATROPH PHARMACEUTICALS, INC.

Jonathan E. Lim and Gregory I. Frost hereby certify that:
1.
They are the duly elected Chief Executive Officer and Secretary, respectively, of DeliaTroph
Pharmaceuticals, Inc., a California corporation (the “ Corporation ” or the “ Company ”).
2.
The Second Amended and Restated Articles of Incorporation of the Corporation shall be amended and
restated to read in full as follows:
I
The name of the Corporation is DeliaTroph Pharmaceuticals, Inc.
II
The purpose of the Corporation is to engage in any lawful act or activity for which a corporation may be organized under
the General Corporation Law of California, other than the banking business, the trust company business or the practice
of a profession permitted to be incorporated by the California Corporations Code.
III
A. This Corporation is authorized to issue two classes of stock to be designated, respectively, “ Common Stock
” and “ Preferred Stock .” The total number of shares which the Corporation is authorized to issue is 75,000,000 shares,
60,000,000 of which shall be Common Stock and 15,000,000 of which shall be Preferred Stock. The Company has
outstanding shares of Common Stock, “A Preferred” (as defined below) and “B Preferred” (as defined below). At the
effective time of the filing of these Third Amended and Restated Articles of Incorporation, and without any further
action by the holders of Common Stock and whether or not the certificates representing such shares are surrendered to
the Company or its transfer agent, each 1.266199 shares of Common Stock outstanding immediately prior thereto shall
be automatically reclassified and converted into 1 fully paid and nonassessable share of Common Stock, and at such
time each holder of Common Stock shall, without further action, be and become the holder
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of 1 share of Common Stock for each 1.266199 shares of Common Stock held of record immediately prior thereto. No
fractional shares shall be issued as a result of such reverse stock split and in lieu of any fractional shares, the Company
shall pay cash equal to such fraction multiplied by the fair market value of the Common Stock as determined by the
Board of Directors of the Company (the “ Board of Directors ”).
B. The Preferred Stock may be issued from time to time in one or more series. The Board of Directors is hereby
authorized, within the limitations and restrictions stated in these Third Amended and Restated Articles of Incorporation,
to fix or alter the rights, preferences, privileges and restrictions granted to or imposed upon any wholly unissued series
of Preferred Stock, and the number of shares constituting any such series and the designation thereof, or any of them;
and to increase or decrease the number of shares of any series prior or subsequent to the issue of shares of that series, but
not below the number of shares of such series then outstanding. In case the number of shares of any series shall be so
decreased, the shares constituting such decrease shall resume the status which they had prior to the adoption of the
resolution originally fixing the number of shares of such series.
C. 4,816,000 of the authorized shares of Preferred Stock are hereby designated “Series A Preferred Stock” (the
“ A Preferred ”), 3,473,343 of the authorized shares of Preferred Stock are hereby designated “Series B Preferred
Stock” (the “ B Preferred ”) and 2,367,394 of the authorized shares of Preferred Stock are hereby designated “Series C
Preferred Stock” (the “ C Preferred ”).
D. SERIES A PREFERRED STOCK. The rights, preferences, privileges, restrictions and other matters
relating to the A Preferred are as follows (the definitions contained in this Section D apply only to the provisions of this
section and unless otherwise indicated, section and subsection references are references to sections and subsections of
this section):
1.

Dividend Rights .

a.
Subject to the rights of the B Preferred and C Preferred and any other series of Preferred
Stock that may from time to time come into existence, the holders of A Preferred, in preference to the holders of any
other stock of the Company (“ Junior Stock ”), shall be entitled to receive, when and as declared by the Board of
Directors, but only out of funds that are legally available therefor, cash dividends at the rate of eight percent (8%) of the
Original Issue Price (as defined below) per annum on each outstanding share of A Preferred (as adjusted for any stock
dividends, combinations, splits, recapitalizations and the like with respect to such shares). Such dividends are payable
only when, as and if declared by the Board of Directors and shall be non-cumulative. The “ Original Issue Price ” of the
A Preferred is $0.041625.
b. So long as any shares of A Preferred shall be outstanding, no dividend, whether in cash or
property, shall be paid or declared, nor shall any other distribution be made, on any Junior Stock, nor shall any share of
any Junior Stock of the Company be purchased, redeemed, or otherwise acquired for value by the Company (except for
acquisitions of Common Stock by the Company pursuant to agreements which permit the Company to
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repurchase such shares upon termination of services to the Company or in exercise of the Company’s right of first
refusal upon a proposed transfer) until all dividends (set forth in Section 1(a)) on the A Preferred shall have been paid or
declared and set apart. In the event dividends are paid on any share of Common Stock, an additional dividend shall be
paid with respect to all outstanding shares of A Preferred in an amount equal per share (on an as-if-converted to
Common Stock basis) to the amount paid or set aside for each share of Common Stock. The provisions of this Section 1
(b) shall not, however, apply to (i) a dividend payable in Common Stock, (ii) the acquisition of shares of any Junior
Stock in exchange for shares of any other Junior Stock, or (iii) any repurchase of any outstanding securities of the
Company that is unanimously approved by the Board of Directors. The holders of the A Preferred expressly waive their
rights, if any, as described in California Corporations Code Sections 502 and 503 as they relate to repurchase of shares
upon termination of employment or service as a consultant or director.
2.

Voting Rights .

a.
General Rights . Except as otherwise provided herein or as required by law, the A Preferred
shall be voted equally with the shares of the Common Stock and other Preferred Stock of the Company and not as a
separate class, at any annual or special meeting of shareholders of the Company, and may act by written consent in the
same manner as the Common Stock, in either case upon the following basis: each holder of shares of A Preferred shall
be entitled to such number of votes as shall be equal to the whole number of shares of Common Stock into which such
holder’s aggregate number of shares of A Preferred are convertible (pursuant to Section 4) immediately after the close of
business on the record date fixed for such meeting or the effective date of such written consent.
b.
Separate Vote of A Preferred . Subject to the rights of any series of Preferred Stock which
may from time to time come into existence, for so long as at least eight hundred thousand (800,000) shares of A
Preferred (subject to adjustment for any stock split, reverse stock split or other similar event affecting the A Preferred)
remain outstanding, in addition to any other vote or consent required herein or by law, the vote or written consent of the
holders of at least a majority of the outstanding A Preferred shall be necessary for effecting or validating the following
actions:
(i) Any amendment, alteration, or repeal of any provision of the Third Amended and
Restated Articles of Incorporation of the Company (including any filing of a Certificate of Determination) that changes
the voting powers, preferences, or other special rights, privileges, or restrictions of the A Preferred in a manner different
than other classes of stock;
(ii) Any increase in the authorized number of shares of A Preferred; or
(iii) Any agreement by the Company or its shareholders regarding an Asset Transfer or
Acquisition (each as defined in Section 3(c)).
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3.

Liquidation Rights .

a. Upon any liquidation, dissolution, or winding up of the Company, whether voluntary or
involuntary, before any distribution or payment shall be made to the holders of any Junior Stock, subject to the rights of
the B Preferred and any other series of Preferred Stock that may from time to time come into existence, the holders of A
Preferred shall be entitled to be paid out of the assets of the Company an amount per share of A Preferred equal to the
Original Issue Price plus all declared and unpaid dividends on A Preferred (as adjusted for any stock dividends,
combinations, splits, recapitalizations and the like occurring after the effective date of these Third Amended and
Restated Articles of Incorporation with respect to such shares) for each share of A Preferred held by them. If, upon any
such liquidation, distribution, or winding up, the assets of the Company shall be insufficient to make payment in full to
all holders of A Preferred of the liquidation preference set forth in this Section 3, subject to the rights of the B Preferred
and any other series of Preferred Stock that may from time to time come into existence, then such assets shall be
distributed among the holders of A Preferred at the time outstanding, ratably in proportion to the full amounts to which
they would otherwise be respectively entitled.
b. After the payment of the full liquidation preference of the A Preferred as set forth in Section 3
(a), and any other distribution that may be required with respect to any series of Preferred Stock that may from time to
time come into existence, the remaining assets of the Company legally available for distribution, if any, shall be
distributed ratably to the holders of the Common Stock.
c.

The following events shall be considered a liquidation under this Section 3:

(i) any consolidation or merger of the Company with or into any other corporation or
other entity or person, or any other corporate reorganization, in which the shareholders of the Company immediately
prior to such consolidation, merger or reorganization, own less than 50% of the Company’s voting power immediately
after such consolidation, merger or reorganization, or any transaction or series of related transactions to which the
Company is a party in which in excess of fifty percent (50%) of the Company’s voting power is transferred, excluding
any consolidation or merger effected exclusively to change the domicile of the Company (an “ Acquisition ”);
(ii) a sale, lease or other disposition of all or substantially all of the assets of the
Company (an “ Asset Transfer ”);
(iii) in any of such events, if the consideration received by this corporation is other than
cash, its value will be deemed its fair market value as determined in good faith by the Board of Directors. Any securities
shall be valued as follows:
(A) Securities not subject to investment letter or other similar restrictions on free
marketability covered by (B) below:
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(1) If traded on a securities exchange or through the Nasdaq National
Market, the value shall be deemed to be the average of the closing prices of the securities on such quotation system over
the thirty (30) day period ending three (3) days prior to the closing;
(2) If actively traded over-the-counter, the value shall be deemed to be the
average of the closing bid or sale prices (whichever is applicable) over the thirty (30) day period ending three (3) days
prior to the closing; and
(3) If there is no active public market, the value shall be the fair market
value thereof, as determined by the Board of Directors.
(B) The method of valuation of securities subject to investment letter or other
restrictions on free marketability (other than restrictions arising solely by virtue of a shareholder’s status as an affiliate or
former affiliate) shall be to make an appropriate discount from the market value determined as above in (A)(1), (2) or (3)
of this subsection (iii) to reflect the approximate fair market value thereof, as determined by the Board of Directors.
4.

Conversion Rights .

The holders of the A Preferred shall have the following rights with respect to the conversion of the A Preferred into
shares of Common Stock (the “ A Preferred Conversion Rights ”):
a. Optional Conversion . Subject to and in compliance with the provisions of this Section 4, any
shares of A Preferred may, at the option of the holder, be converted at any time into fully-paid and nonassessable shares
of Common Stock. The number of shares of Common Stock to which a holder of A Preferred shall be entitled upon
conversion shall be the product obtained by multiplying the A Preferred Conversion Rate then in effect (determined as
provided in Section 4(b)) by the number of shares of A Preferred being converted.
b. A Preferred Conversion Rate . The conversion rate in effect at any time for conversion of the
A Preferred (the “ A Preferred Conversion Rate ”) shall be the quotient obtained by dividing the Original Issue Price of
the A Preferred by the A Preferred Conversion Price, calculated as provided in Section 4(c).
c. Conversion Price . The conversion price for the A Preferred shall initially be the Original
Issue Price (the “ A Preferred Conversion Price ”). Such initial A Preferred Conversion Price shall be adjusted from time
to time in accordance with this Section 4. All references to the A Preferred Conversion Price herein shall mean the A
Preferred Conversion Price as so adjusted.
d. Mechanics of Conversion . Each holder of A Preferred who desires to convert the same into
Common Stock pursuant to this Section 4 shall surrender the certificate or certificates therefor, duly endorsed, at the
office of the Company or any transfer agent for the
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A Preferred, and shall give written notice to the Company at such office that such holder elects to convert the same.
Such notice shall state the number of shares of A Preferred being converted. Thereupon, the Company shall promptly
issue and deliver at such office to such holder a certificate or certificates for the number of shares of Common Stock to
which such holder is entitled and shall promptly pay (i) in cash or, to the extent sufficient funds are not then legally
available therefor, in Common Stock (at the Common Stock’s fair market value determined by the Board of Directors as
of the date of such conversion), any declared and unpaid dividends on the shares of A Preferred being converted and (ii)
in cash (at the Common Stock’s fair market value determined by the Board of Directors as of the date of conversion) the
value of any fractional share of Common Stock otherwise issuable to such holder. Such conversion shall be deemed to
have been made at the close of business on the date of such surrender of the certificates representing the shares of A
Preferred to be converted, and the person entitled to receive the shares of Common Stock issuable upon such conversion
shall be treated for all purposes as the record holder of such shares of Common Stock on such date.
e. Adjustment for Stock Splits and Combinations . If the Company shall at any time or from
time to time after the effective date of these Third Amended and Restated Articles of Incorporation effect a subdivision
of the outstanding Common Stock without a corresponding subdivision of the A Preferred, the A Preferred Conversion
Price in effect immediately before that subdivision shall be proportionately decreased. Conversely, if the Company shall
at any time or from time to time after such effective date combine the outstanding shares of Common Stock into a
smaller number of shares without a corresponding combination of the A Preferred, the A Preferred Conversion Price in
effect immediately before the combination shall be proportionately increased. Such increase or decrease shall become
effective at the close of business on the date the subdivision or combination becomes effective.
f. Adjustment for Common Stock Dividends and Distributions . If the Company at any time or
from time to time after the effective date of these Third Amended and Restated Articles of Incorporation makes, or fixes
a record date for the determination of holders of Common Stock entitled to receive, a dividend or other distribution
payable in additional shares of Common Stock, in each such event the A Preferred Conversion Price that is then in effect
shall be decreased as of the time of such issuance or, in the event such record date is fixed, as of the close of business on
such record date, by multiplying the A Preferred Conversion Price then in effect by a fraction (i) the numerator of which
is the total number of shares of Common Stock issued and outstanding immediately prior to the time of such issuance or
the close of business on such record date, and (ii) the denominator of which is the total number of shares of Common
Stock issued and outstanding immediately prior to the time of such issuance or the close of business on such record date
plus the number of shares of Common Stock issuable in payment of such dividend or distribution; provided, however ,
that if such record date is fixed and such dividend is not fully paid or if such distribution is not fully made on the date
fixed therefor, the A Preferred Conversion Price shall be recomputed accordingly as of the close of business on such
record date and adjusted pursuant to this subsection to reflect the actual payment of such dividend or distribution.
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g. Adjustment for Reclassification, Exchange and Substitution . If at any time or from time to
time after the effective date of these Third Amended and Restated Articles of Incorporation the Common Stock issuable
upon the conversion of the A Preferred is changed into the same or a different number of shares of any class or classes of
stock, whether by recapitalization, reclassification or otherwise (other than an Acquisition or Asset Transfer as defined
in Section 3(c) or a subdivision or combination of shares or stock dividend or a reorganization, merger, consolidation or
sale of assets provided for elsewhere in this Section 4), in any such event each holder of A Preferred shall have the right
thereafter to convert such stock into the kind and amount of stock and other securities and property receivable upon such
recapitalization, reclassification or other change by holders of the maximum number of shares of Common Stock into
which such shares of A Preferred could have been converted immediately prior to such recapitalization, reclassification
or change, all subject to further adjustment as provided herein or, in respect of such other securities or property, by the
terms thereof.
h. Reorganizations, Mergers, Consolidations or Sales of Assets . If at any time or from time to
time after the effective date of these Third Amended and Restated Articles of Incorporation, there is a capital
reorganization of the Common Stock (other than an Acquisition or Asset Transfer as defined in Section 3(c) or a
recapitalization, subdivision, combination, reclassification, exchange or substitution of shares provided for elsewhere in
this Section 4), as a part of such capital reorganization, provision shall be made so that the holders of the A Preferred
shall thereafter be entitled to receive upon conversion of the A Preferred the number of shares of stock or other securities
or property of the Company to which a holder of the number of shares of Common Stock deliverable upon conversion
would have been entitled on such capital reorganization, subject to adjustment in respect of such stock or securities by
the terms thereof. In any such case, appropriate adjustment shall be made in the application of the provisions of this
Section 4 with respect to the rights of the holders of A Preferred after the capital reorganization to the end that the
provisions of this Section 4 (including adjustment of the A Preferred Conversion Price then in effect and the number of
shares issuable upon conversion of the A Preferred) shall be applicable after that event and be as nearly equivalent as
practicable.
i.

Sale of Shares for Less Than the A Preferred Conversion Price .

(i) If at any time or from time to time after the effective date of these Third Amended
and Restated Articles of Incorporation, the Company issues or sells, or is deemed by the express provisions of this
Section 4(i) to have issued or sold, Additional Shares of Common Stock (as defined in subsection (iv) below)), other
than as a dividend or other distribution on any class of stock as provided in Section 4(f), and other than a subdivision or
combination of shares of Common Stock as provided in Section 4(e), for an Effective Price (as defined in subsection (iv)
below) less than the then effective A Preferred Conversion Price, then and in each such case the then existing A
Preferred Conversion Price shall be reduced, as of the opening of business on the date of such issue or sale, to a price
determined by multiplying the A Preferred Conversion Price by a fraction (A) the numerator of which shall be (a) the
number of shares of Common Stock deemed outstanding (as defined below) immediately prior to such issue or sale, plus
(b) the number of shares of Common Stock which the aggregate consideration
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received (as defined in subsection (ii) below) by the Company for the total number of Additional Shares of Common
Stock so issued would purchase at such A Preferred Conversion Price, and (B) the denominator of which shall be the
number of shares of Common Stock deemed outstanding (as defined below) immediately prior to such issue or sale plus
the total number of Additional Shares of Common Stock so issued. For the purposes of the preceding sentence, the
number of shares of Common Stock deemed to be outstanding as of a given date shall be the sum of (A) the number of
shares of Common Stock actually outstanding, (B) the number of shares of Common Stock into which the then
outstanding shares of A Preferred could be converted if fully converted on the day immediately preceding the given date,
and (C) the number of shares of Common Stock which could be obtained through the exercise or conversion of all other
rights, options and convertible securities outstanding on the day immediately preceding the given date.
(ii) For the purpose of making any adjustment required under this Section 4(i), the
consideration received by the Company for any issue or sale of securities shall (A) to the extent it consists of cash, be
computed at the net amount of cash received by the Company after deduction of any underwriting or similar
commissions, compensation or concessions paid or allowed by the Company in connection with such issue or sale but
without deduction of any expenses payable by the Company, (B) to the extent it consists of property other than cash, be
computed at the fair value of that property as determined in good faith by the Board of Directors, and (C) if Additional
Shares of Common Stock, Convertible Securities (as defined in subsection (iii) below) or rights or options to purchase
either Additional Shares of Common Stock or Convertible Securities are issued or sold together with other stock or
securities or other assets of the Company for a consideration which covers both, be computed as the portion of the
consideration so received that may be reasonably determined in good faith by the Board of Directors to be allocable to
such Additional Shares of Common Stock, Convertible Securities or rights or options.
(iii) For the purpose of the adjustment required under this Section 4(i), if the Company
issues or sells any (A) stock or other securities convertible into, Additional Shares of Common Stock (such convertible
stock or securities being herein referred to as “ Convertible Securities ”) or (B) rights or options for the purchase of
Additional Shares of Common Stock or Convertible Securities and if the Effective Price of such Additional Shares of
Common Stock is less than the A Preferred Conversion Price, in each case the Company shall be deemed to have issued
at the time of the issuance of such rights or options or Convertible Securities the maximum number of Additional Shares
of Common Stock issuable upon exercise or conversion thereof and to have received as consideration for the issuance of
such shares an amount equal to the total amount of the consideration, if any, received by the Company for the issuance
of such rights or options or Convertible Securities, plus, in the case of such rights or options, the minimum amounts of
consideration, if any, payable to the Company upon the exercise of such rights or options, plus, in the case of
Convertible Securities, the minimum amounts of consideration, if any, payable to the Company (other than by
cancellation of liabilities or obligations evidenced by such Convertible Securities) upon the conversion thereof; provided
that if in the case of Convertible Securities the minimum amounts of such consideration cannot be ascertained, but are a
function of antidilution or similar protective clauses, the
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Company shall be deemed to have received the minimum amounts of consideration without reference to such clauses;
provided further that if the minimum amount of consideration payable to the Company upon the exercise or conversion
of rights, options or Convertible Securities is reduced over time or on the occurrence or non-occurrence of specified
events other than by reason of antidilution adjustments, the Effective Price shall upon each such reduction be
recalculated using the figure to which such minimum amount of consideration is reduced; provided further that if the
minimum amount of consideration payable to the Company upon the exercise or conversion of such rights, options or
Convertible Securities is subsequently increased, the Effective Price shall be recalculated upon each such increase using
the increased minimum amount of consideration payable to the Company upon the exercise or conversion of such rights,
options or Convertible Securities. No further adjustment of the A Preferred Conversion Price, as adjusted upon the
issuance of such rights, options or Convertible Securities, shall be made as a result of the actual issuance of Additional
Shares of Common Stock on the exercise of any such rights or options or the conversion of any such Convertible
Securities. If any such rights or options or the conversion privilege represented by any such Convertible Securities shall
expire without having been exercised, the A Preferred Conversion Price as adjusted upon the issuance of such rights,
options or Convertible Securities shall be readjusted to the A Preferred Conversion Price which would have been in
effect had an adjustment been made on the basis that the only Additional Shares of Common Stock so issued were the
Additional Shares of Common Stock, if any, actually issued or sold on the exercise of such rights or options or rights of
conversion of such Convertible Securities, and such Additional Shares of Common Stock, if any, were issued or sold for
the consideration actually received by the Company upon such exercise, plus the consideration, if any, actually received
by the Company for the granting of all such rights or options, whether or not exercised, plus the consideration received
for issuing or selling the Convertible Securities actually converted, plus the consideration, if any, actually received by
the Company (other than by cancellation of liabilities or obligations evidenced by such Convertible Securities) on the
conversion of such Convertible Securities; provided that such readjustment shall not apply to prior conversions of A
Preferred.
(iv) “ Additional Shares of Common Stock ” shall mean all shares of Common Stock
issued by the Company or deemed to be issued pursuant to this Section 4(i), other than (A) shares of Common Stock
issued upon conversion of the A Preferred; (B) shares of Common Stock and/or options, warrants or other Common
Stock purchase rights and the Common Stock issued pursuant to such options, warrants or other rights (as adjusted for
any stock dividends, combinations, splits, recapitalizations and the like) after the effective date of these Third Amended
and Restated Articles of Incorporation to employees, officers or directors of, or consultants or advisors to the Company
or any subsidiary pursuant to stock purchase or stock option plans or other arrangements that are approved by the Board
of Directors; (C) shares of Common Stock issued pursuant to the exercise of options, warrants or convertible securities
outstanding as of the effective date of these Third Amended and Restated Articles of Incorporation; (D) shares of
Common Stock issued and/or options, warrants or other Common Stock purchase rights, and the Common Stock issued
pursuant to such options, warrants or other rights for consideration other than cash pursuant to a merger, consolidation,
acquisition or similar business combination approved by the Board; and (E) shares of Common Stock issued pursuant to
any equipment leasing arrangement, or debt
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financing from a bank or similar financial institution approved by the Board of Directors. References to Common Stock
in the subsections of this clause (iv) mean all shares of Common Stock issued by the Company or deemed to be issued
pursuant to this Section 4(i). The “ Effective Price ” of Additional Shares of Common Stock means the quotient
determined by dividing the total number of Additional Shares of Common Stock issued or sold, or deemed to have been
issued or sold by the Company under this Section 4(i), into the aggregate consideration received, or deemed to have been
received by the Company for such issue under this Section 4(i), for such Additional Shares of Common Stock.
j. Certificate of Adjustment . In each case of an adjustment or readjustment of the A Preferred
Conversion Price for the number of shares of Common Stock or other securities issuable upon conversion of the A
Preferred, if the A Preferred is then convertible pursuant to this Section 4, the Company, at its expense, shall compute
such adjustment or readjustment in accordance with the provisions hereof and prepare a certificate showing such
adjustment or readjustment, and shall mail such certificate, by first class mail, postage prepaid, to each registered holder
of A Preferred at the holder’s address as shown in the Company’s books. The certificate shall set forth such adjustment
or readjustment, showing in detail the facts upon which such adjustment or readjustment is based, including a statement
of (i) the consideration received or deemed to be received by the Company for any Additional Shares of Common Stock
issued or sold or deemed to have been issued or sold, (ii) the A Preferred Conversion Price at the time in effect, (iii) the
number of Additional Shares of Common Stock and (iv) the type and amount, if any, of other property which at the time
would be received upon conversion of the A Preferred.
k. Notices of Record Date . Upon (i) any taking by the Company of a record of the holders of
any class of securities for the purpose of determining the holders thereof who are entitled to receive any dividend or
other distribution, or (ii) any Acquisition (as defined in Section 3(c) or other capital reorganization of the Company, any
reclassification or recapitalization of the capital stock of the Company, any merger or consolidation of the Company
with or into any other corporation, or any Asset Transfer (as defined in Section 3(c)), or any voluntary or involuntary
dissolution, liquidation or winding up of the Company, the Company shall mail to each holder of A Preferred at least ten
(10) days prior to the record date specified therein (or such shorter period approved by a majority of the outstanding A
Preferred) a notice specifying (A) the date on which any such record is to be taken for the purpose of such dividend or
distribution and a description of such dividend or distribution, (B) the date on which any such Acquisition,
reorganization, reclassification, transfer, consolidation, merger, Asset Transfer, dissolution, liquidation or winding up is
expected to become effective, and (C) the date, if any, that is to be fixed as to when the holders of record of Common
Stock (or other securities) shall be entitled to exchange their shares of Common Stock (or other securities) for securities
or other property deliverable upon such Acquisition, reorganization, reclassification, transfer, consolidation, merger,
Asset Transfer, dissolution, liquidation or winding up.
l.

Automatic Conversion .
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(i) Each share of A Preferred shall automatically be converted into shares of Common
Stock, based on the then-effective A Preferred Conversion Price, (A) at any time upon the affirmative election of the
holders of at least a majority of the outstanding shares of the A Preferred, or (B) immediately upon the closing of a
firmly underwritten public offering pursuant to an effective registration statement under the Securities Act of 1933, as
amended, covering the offer and sale of Common Stock for the account of the Company in which the gross cash
proceeds to the Company (before underwriting discounts, commissions and fees) are at least $10,000,000. Upon such
automatic conversion, any declared and unpaid dividends shall be paid in accordance with the provisions of Section 4(d).
(ii) Upon the occurrence of either of the events specified in Section 4(l)(i), the
outstanding shares of A Preferred shall be converted automatically without any further action by the holders of such
shares and whether or not the certificates representing such shares are surrendered to the Company or its transfer agent;
provided, however, that the Company shall not be obligated to issue certificates evidencing the shares of Common Stock
issuable upon such conversion unless the certificates evidencing such shares of A Preferred are either delivered to the
Company or its transfer agent as provided below, or the holder notifies the Company or its transfer agent that such
certificates have been lost, stolen or destroyed and executes an agreement satisfactory to the Company to indemnify the
Company from any loss incurred by it in connection with such certificates. Upon the occurrence of such automatic
conversion of the A Preferred, the holders of A Preferred shall surrender the certificates representing such shares at the
office of the Company or any transfer agent for the A Preferred. Thereupon, there shall be issued and delivered to such
holder promptly at such office and in its name as shown on such surrendered certificate or certificates, a certificate or
certificates for the number of shares of Common Stock into which the shares of A Preferred surrendered were
convertible on the date on which such automatic conversion occurred, and any declared and unpaid dividends shall be
paid in accordance with the provisions of Section 4(d).
m. Fractional Shares . No fractional shares of Common Stock shall be issued upon conversion
of A Preferred. All shares of Common Stock (including fractions thereof) issuable upon conversion of more than one
share of A Preferred by a holder thereof shall be aggregated for purposes of determining whether the conversion would
result in the issuance of any fractional share. If, after the aforementioned aggregation, the conversion would result in the
issuance of any fractional share, the Company shall, in lieu of issuing any fractional share, pay cash equal to the product
of such fraction multiplied by the Common Stock’s fair market value (as determined by the Board of Directors) on the
date of conversion.
n. Reservation of Stock Issuable Upon Conversion . The Company shall at all times reserve and
keep available out of its authorized but unissued shares of Common Stock, solely for the purpose of effecting the
conversion of the shares of the A Preferred, such number of its shares of Common Stock as shall from time to time be
sufficient to effect the conversion of all outstanding shares of the A Preferred. If at any time the number of authorized
but unissued shares of Common Stock shall not be sufficient to effect the conversion of all then outstanding shares of the
A Preferred, the Company will take such corporate action as may, in the
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opinion of its counsel, be necessary to increase its authorized but unissued shares of Common Stock to such number of
shares as shall be sufficient for such purpose.
o. Notices . Any notice required by the provisions of this Section 4 shall be in writing and shall
be deemed effectively given: (i) upon personal delivery to the party to be notified, (ii) when sent by confirmed telex or
facsimile if sent during normal business hours of the recipient or if not sent during normal business hours of the recipient
then on the next business day, (iii) five days after having been sent by registered or certified mail, return receipt
requested, postage prepaid, or (iv) one day after deposit with a nationally recognized overnight courier, specifying next
day delivery, with written verification of receipt. All notices shall be addressed to each holder of record at the address of
such holder appearing on the books of the Company.
p. Payment of Taxes . The Company will pay all taxes (other than taxes based upon income)
and other governmental charges that may be imposed with respect to the issue or delivery of shares of Common Stock
upon conversion of shares of A Preferred, excluding any tax or other charge imposed in connection with any transfer
involved in the issue and delivery of shares of Common Stock in a name other than that in which the shares of A
Preferred so converted were registered.
q. No Dilution or Impairment . Without the consent of the holders of the then outstanding A
Preferred if required under Section 2(b), the Company shall not amend its Articles of Incorporation or participate in any
reorganization, transfer of assets, consolidation, merger, dissolution, issue or sale of securities or take any other
voluntary action, for the purpose of avoiding or seeking to avoid the observance or performance of any of the terms to be
observed or performed hereunder by the Company, but shall at all times in good faith assist in carrying out all such
action as may be reasonably necessary or appropriate in order to protect the conversion rights of the holders of the A
Preferred against dilution or other impairment.
5.

No Reissuance of A Preferred .

No share or shares of A Preferred acquired by the Company by reason of redemption, purchase,
conversion or otherwise shall be reissued but such shares shall be restored to the status of authorized, unissued, and
undesignated Preferred Stock; and in addition, the Third Amended and Restated Articles of Incorporation shall be
appropriately amended to effect the corresponding reduction in A Preferred.
E. SERIES B PREFERRED STOCK. The rights, preferences, privileges, restrictions and other matters
relating to the B Preferred are as follows (the definitions contained in this Section E apply only to the provisions of this
section and unless otherwise indicated, section and subsection references are references to sections and subsections of
this section):
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1.

Dividend Rights .

a. Subject to the rights of any other series of Preferred Stock that may from time to time come
into existence, the holders of B Preferred, in preference to the holders of any other stock of the Company (“ Junior Stock
”), shall be entitled to receive, when and as declared by the Board of Directors, but only out of funds that are legally
available therefor, cash dividends at the rate of eight percent (8%) of the Original Issue Price (as defined below) per
annum on each outstanding share of B Preferred (as adjusted for any stock dividends, combinations, splits,
recapitalizations and the like with respect to such shares). Such dividends are payable only when, as and if declared by
the Board of Directors and shall be non-cumulative. The “ Original Issue Price ” of the B Preferred is $0.375.
b. So long as any shares of B Preferred shall be outstanding, no dividend, whether in cash or
property, shall be paid or declared, nor shall any other distribution be made, on any Junior Stock, nor shall any share of
any Junior Stock of the Company be purchased, redeemed, or otherwise acquired for value by the Company (except for
acquisitions of Common Stock by the Company pursuant to agreements which permit the Company to repurchase such
shares upon termination of services to the Company or in exercise of the Company’s right of first refusal upon a
proposed transfer) until all dividends (set forth in Section 1(a)) on the B Preferred shall have been paid or declared and
set apart. In the event dividends are paid on any share of Common Stock, an additional dividend shall be paid with
respect to all outstanding shares of B Preferred in an amount equal per share (on an as-if-converted to Common Stock
basis) to the amount paid or set aside for each share of Common Stock. The provisions of this Section 1(b) shall not,
however, apply to (i) a dividend payable in Common Stock, (ii) the acquisition of shares of any Junior Stock in exchange
for shares of any other Junior Stock, or (iii) any repurchase of any outstanding securities of the Company that is
unanimously approved by the Board of Directors. The holders of the B Preferred expressly waive their rights, if any, as
described in California Corporations Code Sections 502 and 503 as they relate to repurchase of shares upon termination
of employment or service as a consultant or director.
2.

Voting Rights .

a. General Rights . Except as otherwise provided herein or as required by law, the B Preferred
shall be voted equally with the shares of the Common Stock and other Preferred Stock of the Company and not as a
separate class, at any annual or special meeting of shareholders of the Company, and may act by written consent in the
same manner as the Common Stock, in either case upon the following basis: each holder of shares of B Preferred shall
be entitled to such number of votes as shall be equal to the whole number of shares of Common Stock into which such
holder’s aggregate number of shares of B Preferred are convertible (pursuant to Section 4) immediately after the close of
business on the record date fixed for such meeting or the effective date of such written consent.
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b. Separate Vote of B Preferred . Subject to the rights of any series of Preferred Stock which
may from time to time come into existence, for so long as at least 1,600,000 shares of B Preferred (subject to adjustment
for any stock split, reverse stock split or other similar event affecting the B Preferred) remain outstanding, in addition to
any other vote or consent required herein or by law, the vote or written consent of the holders of at least a majority of the
outstanding B Preferred shall be necessary for effecting or validating the following actions:
(i) Any amendment, alteration, or repeal of any provision of the Articles of
Incorporation of the Company (including any filing of a Certificate of Determination), as amended, that changes the
voting powers, preferences, or other special rights, privileges, or restrictions of the B Preferred in a manner different
than other classes of stock;
(ii) Any increase in the authorized number of shares of B Preferred; or
(iii) Any agreement by the Company or its shareholders regarding an Asset Transfer or
Acquisition (each as defined in Section 3(c)).
3.

Liquidation Rights .

a. Upon any liquidation, dissolution, or winding up of the Company, whether voluntary or
involuntary, before any distribution or payment shall be made to the holders of any Junior Stock, subject to the rights of
any other series of Preferred Stock that may from time to time come into existence, the holders of B Preferred and the
holders of C Preferred shall be entitled to be paid, pari passu, out of the assets of the Company an amount (i) per share of
B Preferred equal to the Original Issue Price plus all declared and unpaid dividends on B Preferred (as adjusted for any
stock dividends, combinations, splits, recapitalizations and the like occurring after the effective date of these Third
Amended and Restated Articles of Incorporation with respect to such shares) for each share of B Preferred held by them
and (ii) per share of C Preferred equal to the original issue price of the C Preferred (as adjusted for any stock dividends,
combinations, splits, recapitalizations and the like occurring after the effective date of these Third Amended and
Restated Articles of Incorporation with respect to such shares) for each share of C Preferred held by them as set forth in
Section F(3)(a) below. If, upon any such liquidation, distribution, or winding up, the assets of the Company shall be
insufficient to make payment in full to all holders of B Preferred and all holders of C Preferred of the liquidation
preferences set forth in this Section 3 and Section F(3)(a) below, respectively, subject to the rights of any other series of
Preferred Stock that may from time to time come into existence, then such assets shall be distributed among the holders
of B Preferred and the holders of C Preferred at the time outstanding, ratably in proportion to the full amounts to which
they would otherwise be respectively entitled.
b. After the payment of the full liquidation preference of the C Preferred as set forth in Section F
(3)(a), the payment of the full liquidation preference of the B Preferred as set forth in Section 3(a) hereof, the payment of
the full liquidation preference of the
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A Preferred as set forth in Section D(3)(a), and any other distribution that may be required with respect to any series of
Preferred Stock that may from time to time come into existence, the remaining assets of the Company legally available
for distribution, if any, shall be distributed ratably to the holders of the Common Stock.
c.

The following events shall be considered a liquidation under this Section 3:

(i) any consolidation or merger of the Company with or into any other corporation or
other entity or person, or any other corporate reorganization, in which the shareholders of the Company immediately
prior to such consolidation, merger or reorganization, own less than 50% of the Company’s voting power immediately
after such consolidation, merger or reorganization, or any transaction or series of related transactions to which the
Company is a party in which in excess of fifty percent (50%) of the Company’s voting power is transferred, excluding
any consolidation or merger effected exclusively to change the domicile of the Company (an “ Acquisition ”);
(ii) a sale, lease or other disposition of all or substantially all of the assets of the
Company (an “ Asset Transfer ”);
(iii) in any of such events, if the consideration received by this corporation is other than
cash, its value will be deemed its fair market value as determined in good faith by the Board of Directors. Any securities
shall be valued as follows:
(A) Securities not subject to investment letter or other similar restrictions on free
marketability covered by (B) below:
(1) If traded on a securities exchange or through the Nasdaq National
Market, the value shall be deemed to be the average of the closing prices of the securities on such quotation system over
the thirty (30) day period ending three (3) days prior to the closing;
(2) If actively traded over-the-counter, the value shall be deemed to be the
average of the closing bid or sale prices (whichever is applicable) over the thirty (30) day period ending three (3) days
prior to the closing; and
(3) If there is no active public market, the value shall be the fair market
value thereof, as determined by the Board of Directors.
(B) The method of valuation of securities subject to investment letter or other
restrictions on free marketability (other than restrictions arising solely by virtue of a shareholder’s status as an affiliate or
former affiliate) shall be to make an appropriate discount from the market value determined as above in (A)(1), (2) or (3)
of this subsection (iii) to reflect the approximate fair market value thereof, as determined by the Board of Directors.
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4.

Conversion Rights .

The holders of the B Preferred shall have the following rights with respect to the conversion of the B Preferred into
shares of Common Stock (the “ B Preferred Conversion Rights ”):
a. Optional Conversion . Subject to and in compliance with the provisions of this Section 4, any
shares of B Preferred may, at the option of the holder, be converted at any time into fully-paid and nonassessable shares
of Common Stock. The number of shares of Common Stock to which a holder of B Preferred shall be entitled upon
conversion shall be the product obtained by multiplying the B Preferred Conversion Rate then in effect (determined as
provided in Section 4(b)) by the number of shares of B Preferred being converted.
b. B Preferred Conversion Rate . The conversion rate in effect at any time for conversion of the
B Preferred (the “ B Preferred Conversion Rate ”) shall be the quotient obtained by dividing the Original Issue Price of
the B Preferred by the B Preferred Conversion Price, calculated as provided in Section 4(c).
c. Conversion Price . The conversion price for the B Preferred shall initially be the Original
Issue Price (the “ B Preferred Conversion Price ”). Such initial B Preferred Conversion Price shall be adjusted from time
to time in accordance with this Section 4. All references to the B Preferred Conversion Price herein shall mean the B
Preferred Conversion Price as so adjusted.
d. Mechanics of Conversion . Each holder of B Preferred who desires to convert the same into
Common Stock pursuant to this Section 4 shall surrender the certificate or certificates therefor, duly endorsed, at the
office of the Company or any transfer agent for the B Preferred, and shall give written notice to the Company at such
office that such holder elects to convert the same. Such notice shall state the number of shares of B Preferred being
converted. Thereupon, the Company shall promptly issue and deliver at such office to such holder a certificate or
certificates for the number of shares of Common Stock to which such holder is entitled and shall promptly pay (i) in cash
or, to the extent sufficient funds are not then legally available therefor, in Common Stock (at the Common Stock’s fair
market value determined by the Board of Directors as of the date of such conversion), any declared and unpaid dividends
on the shares of B Preferred being converted and (ii) in cash (at the Common Stock’s fair market value determined by
the Board of Directors as of the date of conversion) the value of any fractional share of Common Stock otherwise
issuable to such holder. Such conversion shall be deemed to have been made at the close of business on the date of such
surrender of the certificates representing the shares of B Preferred to be converted, and the person entitled to receive the
shares of Common Stock issuable upon such conversion shall be treated for all purposes as the record holder of such
shares of Common Stock on such date.
e. Adjustment for Stock Splits and Combinations . If the Company shall at any time or from
time to time after the effective date of these Third Amended and Restated Articles of Incorporation effect a subdivision
of the outstanding Common Stock without a corresponding subdivision of the Preferred Stock, the B Preferred
Conversion Price in effect
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immediately before that subdivision shall be proportionately decreased. Conversely, if the Company shall at any time or
from time to time after such effective date combine the outstanding shares of Common Stock into a smaller number of
shares without a corresponding combination of the B Preferred, the B Preferred Conversion Price in effect immediately
before the combination shall be proportionately increased. Such increase or decrease shall become effective at the close
of business on the date the subdivision or combination becomes effective.
f. Adjustment for Common Stock Dividends and Distributions . If the Company at any time or
from time to time after the effective date of these Third Amended and Restated Articles of Incorporation makes, or fixes
a record date for the determination of holders of Common Stock entitled to receive, a dividend or other distribution
payable in additional shares of Common Stock, in each such event the B Preferred Conversion Price that is then in effect
shall be decreased as of the time of such issuance or, in the event such record date is fixed, as of the close of business on
such record date, by multiplying the B Preferred Conversion Price then in effect by a fraction (i) the numerator of which
is the total number of shares of Common Stock issued and outstanding immediately prior to the time of such issuance or
the close of business on such record date, and (ii) the denominator of which is the total number of shares of Common
Stock issued and outstanding immediately prior to the time of such issuance or the close of business on such record date
plus the number of shares of Common Stock issuable in payment of such dividend or distribution; provided, however ,
that if such record date is fixed and such dividend is not fully paid or if such distribution is not fully made on the date
fixed therefor, the B Preferred Conversion Price shall be recomputed accordingly as of the close of business on such
record date and adjusted pursuant to this subsection to reflect the actual payment of such dividend or distribution.
g. Adjustment for Reclassification, Exchange and Substitution . If at any time or from time to
time after the effective date of these Third Amended and Restated Articles of Incorporation the Common Stock issuable
upon the conversion of the B Preferred is changed into the same or a different number of shares of any class or classes of
stock, whether by recapitalization, reclassification or otherwise (other than an Acquisition or Asset Transfer as defined
in Section 3(c) or a subdivision or combination of shares or stock dividend or a reorganization, merger, consolidation or
sale of assets provided for elsewhere in this Section 4), in any such event each holder of B Preferred shall have the right
thereafter to convert such stock into the kind and amount of stock and other securities and property receivable upon such
recapitalization, reclassification or other change by holders of the maximum number of shares of Common Stock into
which such shares of B Preferred could have been converted immediately prior to such recapitalization, reclassification
or change, all subject to further adjustment as provided herein or, in respect of such other securities or property, by the
terms thereof.
h. Reorganizations, Mergers, Consolidations or Sales of Assets . If at any time or from time to
time after the effective date of these Third Amended and Restated Articles of Incorporation, there is a capital
reorganization of the Common Stock (other than an Acquisition or Asset Transfer as defined in Section 3(c) or a
recapitalization, subdivision, combination, reclassification, exchange or substitution of shares provided for elsewhere in
this
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Section 4), as a part of such capital reorganization, provision shall be made so that the holders of the B Preferred shall
thereafter be entitled to receive upon conversion of the B Preferred the number of shares of stock or other securities or
property of the Company to which a holder of the number of shares of Common Stock deliverable upon conversion
would have been entitled on such capital reorganization, subject to adjustment in respect of such stock or securities by
the terms thereof. In any such case, appropriate adjustment shall be made in the application of the provisions of this
Section 4 with respect to the rights of the holders of B Preferred after the capital reorganization to the end that the
provisions of this Section 4 (including adjustment of the B Preferred Conversion Price then in effect and the number of
shares issuable upon conversion of the B Preferred) shall be applicable after that event and be as nearly equivalent as
practicable.
i.

Sale of Shares for Less Than the B Preferred Conversion Price .

(i) If at any time or from time to time after the effective date of these Third Amended
and Restated Articles of Incorporation, the Company issues or sells, or is deemed by the express provisions of this
Section 4(i) to have issued or sold, Additional Shares of Common Stock (as defined in subsection (iv) below)), other
than as a dividend or other distribution on any class of stock as provided in Section 4(f), and other than a subdivision or
combination of shares of Common Stock as provided in Section 4(e), for an Effective Price (as defined in subsection (iv)
below) less than the then effective B Preferred Conversion Price, then and in each such case the then existing B
Preferred Conversion Price shall be reduced, as of the opening of business on the date of such issue or sale, to a price
determined by multiplying the B Preferred Conversion Price by a fraction (A) the numerator of which shall be (a) the
number of shares of Common Stock deemed outstanding (as defined below) immediately prior to such issue or sale, plus
(b) the number of shares of Common Stock which the aggregate consideration received (as defined in subsection (ii)
below) by the Company for the total number of Additional Shares of Common Stock so issued would purchase at such B
Preferred Conversion Price, and (B) the denominator of which shall be the number of shares of Common Stock deemed
outstanding (as defined below) immediately prior to such issue or sale plus the total number of Additional Shares of
Common Stock so issued. For the purposes of the preceding sentence, the number of shares of Common Stock deemed
to be outstanding as of a given date shall be the sum of (A) the number of shares of Common Stock actually outstanding,
(B) the number of shares of Common Stock into which the then outstanding shares of B Preferred could be converted if
fully converted on the day immediately preceding the given date, and (C) the number of shares of Common Stock which
could be obtained through the exercise or conversion of all other rights, options and convertible securities outstanding on
the day immediately preceding the given date.
(ii) For the purpose of making any adjustment required under this Section 4(i), the
consideration received by the Company for any issue or sale of securities shall (A) to the extent it consists of cash, be
computed at the net amount of cash received by the Company after deduction of any underwriting or similar
commissions, compensation or concessions paid or allowed by the Company in connection with such issue or sale but
without deduction of any expenses payable by the Company, (B) to the extent it consists of property other than cash, be
computed at the fair value of that property as determined in good faith by the
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Board of Directors, and (C) if Additional Shares of Common Stock, Convertible Securities (as defined in subsection (iii)
below) or rights or options to purchase either Additional Shares of Common Stock or Convertible Securities are issued
or sold together with other stock or securities or other assets of the Company for a consideration which covers both, be
computed as the portion of the consideration so received that may be reasonably determined in good faith by the Board
of Directors to be allocable to such Additional Shares of Common Stock, Convertible Securities or rights or options.
(iii) For the purpose of the adjustment required under this Section 4(i), if the Company
issues or sells any (A) stock or other securities convertible into, Additional Shares of Common Stock (such convertible
stock or securities being herein referred to as “ Convertible Securities ”) or (B) rights or options for the purchase of
Additional Shares of Common Stock or Convertible Securities and if the Effective Price of such Additional Shares of
Common Stock is less than the B Preferred Conversion Price, in each case the Company shall be deemed to have issued
at the time of the issuance of such rights or options or Convertible Securities the maximum number of Additional Shares
of Common Stock issuable upon exercise or conversion thereof and to have received as consideration for the issuance of
such shares an amount equal to the total amount of the consideration, if any, received by the Company for the issuance
of such rights or options or Convertible Securities, plus, in the case of such rights or options, the minimum amounts of
consideration, if any, payable to the Company upon the exercise of such rights or options, plus, in the case of
Convertible Securities, the minimum amounts of consideration, if any, payable to the Company (other than by
cancellation of liabilities or obligations evidenced by such Convertible Securities) upon the conversion thereof; provided
that if in the case of Convertible Securities the minimum amounts of such consideration cannot be ascertained, but are a
function of antidilution or similar protective clauses, the Company shall be deemed to have received the minimum
amounts of consideration without reference to such clauses; provided further that if the minimum amount of
consideration payable to the Company upon the exercise or conversion of rights, options or Convertible Securities is
reduced over time or on the occurrence or non-occurrence of specified events other than by reason of antidilution
adjustments, the Effective Price shall upon each such reduction be recalculated using the figure to which such minimum
amount of consideration is reduced; provided further that if the minimum amount of consideration payable to the
Company upon the exercise or conversion of such rights, options or Convertible Securities is subsequently increased, the
Effective Price shall be recalculated upon each such increase using the increased minimum amount of consideration
payable to the Company upon the exercise or conversion of such rights, options or Convertible Securities. No further
adjustment of the B Preferred Conversion Price, as adjusted upon the issuance of such rights, options or Convertible
Securities, shall be made as a result of the actual issuance of Additional Shares of Common Stock on the exercise of any
such rights or options or the conversion of any such Convertible Securities. If any such rights or options or the
conversion privilege represented by any such Convertible Securities shall expire without having been exercised, the B
Preferred Conversion Price as adjusted upon the issuance of such rights, options or Convertible Securities shall be
readjusted to the B Preferred Conversion Price which would have been in effect had an adjustment been made on the
basis that the only Additional Shares of Common Stock so issued were the Additional
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Shares of Common Stock, if any, actually issued or sold on the exercise of such rights or options or rights of conversion
of such Convertible Securities, and such Additional Shares of Common Stock, if any, were issued or sold for the
consideration actually received by the Company upon such exercise, plus the consideration, if any, actually received by
the Company for the granting of all such rights or options, whether or not exercised, plus the consideration received for
issuing or selling the Convertible Securities actually converted, plus the consideration, if any, actually received by the
Company (other than by cancellation of liabilities or obligations evidenced by such Convertible Securities) on the
conversion of such Convertible Securities; provided that such readjustment shall not apply to prior conversions of B
Preferred.
(iv) “ Additional Shares of Common Stock ” shall mean all shares of Common Stock
issued by the Company or deemed to be issued pursuant to this Section 4(i), other than (A) shares of Common Stock
issued upon conversion of the B Preferred; (B) shares of Common Stock issued pursuant to the exercise of options,
warrants or convertible securities outstanding as of the date the first share of B Preferred was issued; (C) shares of
Common Stock issued and/or options, warrants or other Common Stock purchase rights, and the Common Stock issued
pursuant to such options, warrants or other rights for consideration other than cash pursuant to a merger, consolidation,
acquisition or similar business combination approved by the Board of Directors; and (D) shares of Common Stock
issued pursuant to any equipment leasing arrangement, or debt financing from a bank or similar financial institution
approved by the Board of Directors. References to Common Stock in the subsections of this clause (iv) mean all shares
of Common Stock issued by the Company or deemed to be issued pursuant to this Section 4(i). The “ Effective Price ” of
Additional Shares of Common Stock means the quotient determined by dividing the total number of Additional Shares
of Common Stock issued or sold, or deemed to have been issued or sold by the Company under this Section 4(i), into the
aggregate consideration received, or deemed to have been received by the Company for such issue under this Section 4
(i), for such Additional Shares of Common Stock.
j. Certificate of Adjustment . In each case of an adjustment or readjustment of the B Preferred
Conversion Price for the number of shares of Common Stock or other securities issuable upon conversion of the B
Preferred, if the B Preferred is then convertible pursuant to this Section 4, the Company, at its expense, shall compute
such adjustment or readjustment in accordance with the provisions hereof and prepare a certificate showing such
adjustment or readjustment, and shall mail such certificate, by first class mail, postage prepaid, to each registered holder
of B Preferred at the holder’s address as shown in the Company’s books. The certificate shall set forth such adjustment
or readjustment, showing in detail the facts upon which such adjustment or readjustment is based, including a statement
of (i) the consideration received or deemed to be received by the Company for any Additional Shares of Common Stock
issued or sold or deemed to have been issued or sold, (ii) the B Preferred Conversion Price at the time in effect, (iii) the
number of Additional Shares of Common Stock and (iv) the type and amount, if any, of other property which at the time
would be received upon conversion of the B Preferred.
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k. Notices of Record Date . Upon (i) any taking by the Company of a record of the holders of
any class of securities for the purpose of determining the holders thereof who are entitled to receive any dividend or
other distribution, or (ii) any Acquisition (as defined in Section 3(c) or other capital reorganization of the Company, any
reclassification or recapitalization of the capital stock of the Company, any merger or consolidation of the Company
with or into any other corporation, or any Asset Transfer (as defined in Section 3(c)), or any voluntary or involuntary
dissolution, liquidation or winding up of the Company, the Company shall mail to each holder of B Preferred at least ten
(10) days prior to the record date specified therein (or such shorter period approved by a majority of the outstanding B
Preferred) a notice specifying (A) the date on which any such record is to be taken for the purpose of such dividend or
distribution and a description of such dividend or distribution, (B) the date on which any such Acquisition,
reorganization, reclassification, transfer, consolidation, merger, Asset Transfer, dissolution, liquidation or winding up is
expected to become effective, and (C) the date, if any, that is to be fixed as to when the holders of record of Common
Stock (or other securities) shall be entitled to exchange their shares of Common Stock (or other securities) for securities
or other property deliverable upon such Acquisition, reorganization, reclassification, transfer, consolidation, merger,
Asset Transfer, dissolution, liquidation or winding up.
l.

Automatic Conversion .

(i) Each share of B Preferred shall automatically be converted into shares of Common
Stock, based on the then-effective B Preferred Conversion Price, (A) at any time upon the affirmative election of the
holders of at least a majority of the outstanding shares of the B Preferred, or (B) immediately upon the closing of a
firmly underwritten public offering pursuant to an effective registration statement under the Securities Act of 1933, as
amended, covering the offer and sale of Common Stock for the account of the Company in which the gross cash
proceeds to the Company (before underwriting discounts, commissions and fees) are at least $10,000,000. Upon such
automatic conversion, any declared and unpaid dividends shall be paid in accordance with the provisions of Section 4(d).
(ii) Upon the occurrence of either of the events specified in Section 4(l)(i), the
outstanding shares of B Preferred shall be converted automatically without any further action by the holders of such
shares and whether or not the certificates representing such shares are surrendered to the Company or its transfer agent;
provided, however, that the Company shall not be obligated to issue certificates evidencing the shares of Common Stock
issuable upon such conversion unless the certificates evidencing such shares of B Preferred are either delivered to the
Company or its transfer agent as provided below, or the holder notifies the Company or its transfer agent that such
certificates have been lost, stolen or destroyed and executes an agreement satisfactory to the Company to indemnify the
Company from any loss incurred by it in connection with such certificates. Upon the occurrence of such automatic
conversion of the B Preferred, the holders of B Preferred shall surrender the certificates representing such shares at the
office of the Company or any transfer agent for the B Preferred. Thereupon, there shall be issued and delivered to such
holder promptly at such office and in its name as shown on such surrendered certificate or certificates, a certificate or
certificates for the
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number of shares of Common Stock into which the shares of B Preferred surrendered were convertible on the date on
which such automatic conversion occurred, and any declared and unpaid dividends shall be paid in accordance with the
provisions of Section 4(d).
m. Fractional Shares . No fractional shares of Common Stock shall be issued upon conversion
of B Preferred. All shares of Common Stock (including fractions thereof) issuable upon conversion of more than one
share of B Preferred by a holder thereof shall be aggregated for purposes of determining whether the conversion would
result in the issuance of any fractional share. If, after the aforementioned aggregation, the conversion would result in the
issuance of any fractional share, the Company shall, in lieu of issuing any fractional share, pay cash equal to the product
of such fraction multiplied by the Common Stock’s fair market value (as determined by the Board of Directors) on the
date of conversion.
n. Reservation of Stock Issuable Upon Conversion . The Company shall at all times reserve and
keep available out of its authorized but unissued shares of Common Stock, solely for the purpose of effecting the
conversion of the shares of the B Preferred, such number of its shares of Common Stock as shall from time to time be
sufficient to effect the conversion of all outstanding shares of the B Preferred. If at any time the number of authorized
but unissued shares of Common Stock shall not be sufficient to effect the conversion of all then outstanding shares of the
B Preferred, the Company will take such corporate action as may, in the opinion of its counsel, be necessary to increase
its authorized but unissued shares of Common Stock to such number of shares as shall be sufficient for such purpose.
o. Notices . Any notice required by the provisions of this Section 4 shall be in writing and shall
be deemed effectively given: (i) upon personal delivery to the party to be notified, (ii) when sent by confirmed telex or
facsimile if sent during normal business hours of the recipient or if not sent during normal business hours of the recipient
then on the next business day, (iii) five days after having been sent by registered or certified mail, return receipt
requested, postage prepaid, or (iv) one day after deposit with a nationally recognized overnight courier, specifying next
day delivery, with written verification of receipt. All notices shall be addressed to each holder of record at the address of
such holder appearing on the books of the Company.
p. Payment of Taxes . The Company will pay all taxes (other than taxes based upon income)
and other governmental charges that may be imposed with respect to the issue or delivery of shares of Common Stock
upon conversion of shares of B Preferred, excluding any tax or other charge imposed in connection with any transfer
involved in the issue and delivery of shares of Common Stock in a name other than that in which the shares of B
Preferred so converted were registered.
q. No Dilution or Impairment . Without the consent of the holders of the then outstanding B
Preferred if required under Section 2(b), the Company shall not amend its Articles of Incorporation or participate in any
reorganization, transfer of assets, consolidation, merger, dissolution, issue or sale of securities or take any other
voluntary action, for the purpose
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of avoiding or seeking to avoid the observance or performance of any of the terms to be observed or performed
hereunder by the Company, but shall at all times in good faith assist in carrying out all such action as may be reasonably
necessary or appropriate in order to protect the conversion rights of the holders of the B Preferred against dilution or
other impairment.
5.

No Reissuance of B Preferred .

No share or shares of B Preferred acquired by the Company by reason of redemption, purchase,
conversion, or otherwise shall be reissued but such shares shall be restored to the status of authorized, unissued, and
undesignated Preferred Stock; and in addition, the Articles of Incorporation shall be appropriately amended to effect the
corresponding reduction in B Preferred.
F. SERIES C PREFERRED STOCK. The rights, preferences, privileges, restrictions and other matters
relating to the C Preferred are as follows (the definitions contained in this Section F apply only to the provisions of this
section and unless otherwise indicated, section and subsection references are references to sections and subsections of
this section):
1.

Dividend Rights . The C Preferred shall not be entitled to receive any dividends.

2.

Voting Rights .

a. General Rights . Except as otherwise provided herein or as required by law, the C Preferred
shall be voted equally with the shares of the Common Stock and other Preferred Stock of the Company and not as a
separate class, at any annual or special meeting of shareholders of the Company, and may act by written consent in the
same manner as the Common Stock, in either case upon the following basis: each holder of shares of C Preferred shall
be entitled to such number of votes as shall be equal to the whole number of shares of Common Stock into which such
holder’s aggregate number of shares of C Preferred are convertible (pursuant to Section 4) immediately after the close of
business on the record date fixed for such meeting or the effective date of such written consent.
b. Separate Vote of C Preferred . Subject to the rights of any series of Preferred Stock which
may from time to time come into existence, for so long as at least 1,000,000 shares of C Preferred (subject to adjustment
for any stock split, reverse stock split or other similar event affecting the C Preferred) remain outstanding, in addition to
any other vote or consent required herein or by law, the vote or written consent of the holders of at least a majority of the
outstanding C Preferred shall be necessary for effecting or validating the following actions:
(i) Any amendment, alteration, or repeal of any provision of the Articles of
Incorporation of the Company, as amended, (including any filing of a Certificate of Determination) that changes the
voting powers, preferences, or other special rights, privileges, or restrictions of the C Preferred in a manner different
than other classes of stock;
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(ii) Any increase in the authorized number of shares of B Preferred; or
(iii) Any agreement by the Company or its shareholders regarding an Asset Transfer or
Acquisition (each as defined in Section 3(c)).
3.

Liquidation Rights .

a. Upon any liquidation, dissolution, or winding up of the Company, whether voluntary or
involuntary, before any distribution or payment shall be made to the holders of any Junior Stock, subject to the rights of
any other series of Preferred Stock that may from time to time come into existence, the holders of B Preferred and the
holders of C Preferred shall be entitled to be paid, pari passu, out of the assets of the Company an amount (i) per share of
B Preferred equal to the original issue price of the B Preferred plus all declared and unpaid dividends on B Preferred (as
adjusted for any stock dividends, combinations, splits, recapitalizations and the like occurring after the effective date of
these Third Amended and Restated Articles of Incorporation with respect to such shares) for each share of B Preferred
held by them as set forth in Section E(3)(a) above and (ii) per share of C Preferred equal to the Original Issue Price (as
adjusted for any stock dividends, combinations, splits, recapitalizations and the like occurring after the effective date of
these Third Amended and Restated Articles of Incorporation with respect to such shares) for each share of C Preferred
held by them. If, upon any such liquidation, distribution, or winding up, the assets of the Company shall be insufficient
to make payment in full to all holders of B Preferred and all holders of C Preferred of the liquidation preferences set
forth in Section E(3)(a) above and this Section 3, respectively, subject to the rights of any other series of Preferred Stock
that may from time to time come into existence, then such assets shall be distributed among the holders of B Preferred
and the holders of C Preferred at the time outstanding, ratably in proportion to the full amounts to which they would
otherwise be respectively entitled.
b. After the payment of the full liquidation preference of the C Preferred as set forth in Section 3
(a), the payment of the full liquidation preference of the B Preferred as set forth in Section E(3)(a),the payment of the
full liquidation preference of the A Preferred as set forth in Section D(3)(a), and any other distribution that may be
required with respect to any series of Preferred Stock that may from time to time come into existence, the remaining
assets of the Company legally available for distribution, if any, shall be distributed ratably to the holders of the Common
Stock.
c.

The following events shall be considered a liquidation under this Section 3:

(i) any consolidation or merger of the Company with or into any other corporation or
other entity or person, or any other corporate reorganization, in which the shareholders of the Company immediately
prior to such consolidation, merger or reorganization, own less than 50% of the Company’s voting power immediately
after such consolidation, merger or reorganization, or any transaction or series of related transactions to
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which the Company is a party in which in excess of fifty percent (50%) of the Company’s voting power is transferred,
excluding any consolidation or merger effected exclusively to change the domicile of the Company (an “ Acquisition ”);
(ii) a sale, lease or other disposition of all or substantially all of the assets of the
Company (an “ Asset Transfer ”);
(iii) in any of such events, if the consideration received by this corporation is other than
cash, its value will be deemed its fair market value as determined in good faith by the Board of Directors. Any securities
shall be valued as follows:
(A) Securities not subject to investment letter or other similar restrictions on free
marketability covered by (B) below:
(1) If traded on a securities exchange or through the Nasdaq National
Market, the value shall be deemed to be the average of the closing prices of the securities on such quotation system over
the thirty (30) day period ending three (3) days prior to the closing;
(2) If actively traded over-the-counter, the value shall be deemed to be the
average of the closing bid or sale prices (whichever is applicable) over the thirty (30) day period ending three (3) days
prior to the closing; and
(3) If there is no active public market, the value shall be the fair market
value thereof, as determined by the Board of Directors.
(B) The method of valuation of securities subject to investment letter or other
restrictions on free marketability (other than restrictions arising solely by virtue of a shareholder’s status as an affiliate or
former affiliate) shall be to make an appropriate discount from the market value determined as above in (A)(1), (2) or (3)
of this subsection (iii) to reflect the approximate fair market value thereof, as determined by the Board of Directors.
4.

Conversion Rights .

The holders of the C Preferred shall have the following rights with respect to the conversion of the C Preferred into
shares of Common Stock (the “ C Preferred Conversion Rights ”):
a.

Original Issue Price . The “ Original Issue Price ” of the C Preferred is $0.4647.

b. Optional Conversion . Subject to and in compliance with the provisions of this Section 4, any
shares of C Preferred may, at the option of the holder, be converted at any time into fully-paid and nonassessable shares
of Common Stock. The number of shares of Common Stock to which a holder of C Preferred shall be entitled upon
conversion
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shall be the product obtained by multiplying the C Preferred Conversion Rate then in effect (determined as provided in
Section 4(c)) by the number of shares of C Preferred being converted.
c. C Preferred Conversion Rate . The conversion rate in effect at any time for conversion of the
C Preferred (the “ C Preferred Conversion Rate ”) shall be the quotient obtained by dividing the Original Issue Price of
the C Preferred by the C Preferred Conversion Price, calculated as provided in Section 4(d).
d. Conversion Price . The conversion price for the C Preferred shall initially be the Original
Issue Price (the “ C Preferred Conversion Price ”). Such initial C Preferred Conversion Price shall be adjusted from time
to time in accordance with this Section 4. All references to the C Preferred Conversion Price herein shall mean the C
Preferred Conversion Price as so adjusted.
e. Mechanics of Conversion . Each holder of C Preferred who desires to convert the same into
Common Stock pursuant to this Section 4 shall surrender the certificate or certificates therefor, duly endorsed, at the
office of the Company or any transfer agent for the C Preferred, and shall give written notice to the Company at such
office that such holder elects to convert the same. Such notice shall state the number of shares of C Preferred being
converted. Thereupon, the Company shall promptly issue and deliver at such office to such holder a certificate or
certificates for the number of shares of Common Stock to which such holder is entitled and shall promptly pay (i) in cash
or, to the extent sufficient funds are not then legally available therefor, in Common Stock (at the Common Stock’s fair
market value determined by the Board of Directors as of the date of such conversion), any declared and unpaid dividends
on the shares of C Preferred being converted and (ii) in cash (at the Common Stock’s fair market value determined by
the Board of Directors as of the date of conversion) the value of any fractional share of Common Stock otherwise
issuable to such holder. Such conversion shall be deemed to have been made at the close of business on the date of such
surrender of the certificates representing the shares of C Preferred to be converted, and the person entitled to receive the
shares of Common Stock issuable upon such conversion shall be treated for all purposes as the record holder of such
shares of Common Stock on such date.
f. Adjustment for Stock Splits and Combinations . If the Company shall at any time or from
time to time after the effective date of these Third Amended and Restated Articles of Incorporation effect a subdivision
of the outstanding Common Stock without a corresponding subdivision of the Preferred Stock, the C Preferred
Conversion Price in effect immediately before that subdivision shall be proportionately decreased. Conversely, if the
Company shall at any time or from time to time after such effective date combine the outstanding shares of Common
Stock into a smaller number of shares without a corresponding combination of the C Preferred, the C Preferred
Conversion Price in effect immediately before the combination shall be proportionately increased. Such increase or
decrease shall become effective at the close of business on the date the subdivision or combination becomes effective.
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g. Adjustment for Common Stock Dividends and Distributions . If the Company at any time or
from time to time after the effective date of these Third Amended and Restated Articles of Incorporation makes, or fixes
a record date for the determination of holders of Common Stock entitled to receive, a dividend or other distribution
payable in additional shares of Common Stock, in each such event the C Preferred Conversion Price that is then in effect
shall be decreased as of the time of such issuance or, in the event such record date is fixed, as of the close of business on
such record date, by multiplying the C Preferred Conversion Price then in effect by a fraction (i) the numerator of which
is the total number of shares of Common Stock issued and outstanding immediately prior to the time of such issuance or
the close of business on such record date, and (ii) the denominator of which is the total number of shares of Common
Stock issued and outstanding immediately prior to the time of such issuance or the close of business on such record date
plus the number of shares of Common Stock issuable in payment of such dividend or distribution; provided, however ,
that if such record date is fixed and such dividend is not fully paid or if such distribution is not fully made on the date
fixed therefor, the C Preferred Conversion Price shall be recomputed accordingly as of the close of business on such
record date and adjusted pursuant to this subsection to reflect the actual payment of such dividend or distribution.
h. Adjustment for Reclassification, Exchange and Substitution . If at any time or from time to
time after the effective date of these Third Amended and Restated Articles of Incorporation the Common Stock issuable
upon the conversion of the C Preferred is changed into the same or a different number of shares of any class or classes of
stock, whether by recapitalization, reclassification or otherwise (other than an Acquisition or Asset Transfer as defined
in Section 3(c) or a subdivision or combination of shares or stock dividend or a reorganization, merger, consolidation or
sale of assets provided for elsewhere in this Section 4), in any such event each holder of C Preferred shall have the right
thereafter to convert such stock into the kind and amount of stock and other securities and property receivable upon such
recapitalization, reclassification or other change by holders of the maximum number of shares of Common Stock into
which such shares of C Preferred could have been converted immediately prior to such recapitalization, reclassification
or change, all subject to further adjustment as provided herein or, in respect of such other securities or property, by the
terms thereof.
i. Reorganizations, Mergers, Consolidations or Sales of Assets . If at any time or from time to
time after the effective date of these Third Amended and Restated Articles of Incorporation, there is a capital
reorganization of the Common Stock (other than an Acquisition or Asset Transfer as defined in Section 3(c) or a
recapitalization, subdivision, combination, reclassification, exchange or substitution of shares provided for elsewhere in
this Section 4), as a part of such capital reorganization, provision shall be made so that the holders of the C Preferred
shall thereafter be entitled to receive upon conversion of the C Preferred the number of shares of stock or other securities
or property of the Company to which a holder of the number of shares of Common Stock deliverable upon conversion
would have been entitled on such capital reorganization, subject to adjustment in respect of such stock or securities by
the terms thereof. In any such case, appropriate adjustment shall be made in the application of the provisions of this
Section 4 with respect to the rights of the holders of C Preferred after the
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capital reorganization to the end that the provisions of this Section 4 (including adjustment of the C Preferred
Conversion Price then in effect and the number of shares issuable upon conversion of the C Preferred) shall be
applicable after that event and be as nearly equivalent as practicable.
j.

Sale of Shares for Less Than the C Preferred Conversion Price .

(i) If at any time or from time to time after the effective date of these Third Amended
and Restated Articles of Incorporation, the Company issues or sells, or is deemed by the express provisions of this
Section 4(j) to have issued or sold, Additional Shares of Common Stock (as defined in subsection (iv) below)), other
than as a dividend or other distribution on any class of stock as provided in Section 4(g), and other than a subdivision or
combination of shares of Common Stock as provided in Section 4(f), for an Effective Price (as defined in subsection (iv)
below) less than the then effective C Preferred Conversion Price, then and in each such case the then existing C
Preferred Conversion Price shall be reduced, as of the opening of business on the date of such issue or sale, to a price
determined by multiplying the C Preferred Conversion Price by a fraction (A) the numerator of which shall be (a) the
number of shares of Common Stock deemed outstanding (as defined below) immediately prior to such issue or sale, plus
(b) the number of shares of Common Stock which the aggregate consideration received (as defined in subsection (ii)
below) by the Company for the total number of Additional Shares of Common Stock so issued would purchase at such C
Preferred Conversion Price, and (B) the denominator of which shall be the number of shares of Common Stock deemed
outstanding (as defined below) immediately prior to such issue or sale plus the total number of Additional Shares of
Common Stock so issued. For the purposes of the preceding sentence, the number of shares of Common Stock deemed
to be outstanding as of a given date shall be the sum of (A) the number of shares of Common Stock actually outstanding,
(B) the number of shares of Common Stock into which the then outstanding shares of C Preferred could be converted if
fully converted on the day immediately preceding the given date, and (C) the number of shares of Common Stock which
could be obtained through the exercise or conversion of all other rights, options and convertible securities outstanding on
the day immediately preceding the given date.
(ii) For the purpose of making any adjustment required under this Section 4(j), the
consideration received by the Company for any issue or sale of securities shall (A) to the extent it consists of cash, be
computed at the net amount of cash received by the Company after deduction of any underwriting or similar
commissions, compensation or concessions paid or allowed by the Company in connection with such issue or sale but
without deduction of any expenses payable by the Company, (B) to the extent it consists of property other than cash, be
computed at the fair value of that property as determined in good faith by the Board of Directors, and (C) if Additional
Shares of Common Stock, Convertible Securities (as defined in subsection (iii) below) or rights or options to purchase
either Additional Shares of Common Stock or Convertible Securities are issued or sold together with other stock or
securities or other assets of the Company for a consideration which covers both, be computed as the portion of the
consideration so received that may be reasonably determined in good faith by the Board of Directors to be allocable to
such Additional Shares of Common Stock, Convertible Securities or rights or options.
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(iii) For the purpose of the adjustment required under this Section 4(j), if the Company
issues or sells any (A) stock or other securities convertible into, Additional Shares of Common Stock (such convertible
stock or securities being herein referred to as “ Convertible Securities ”) or (B) rights or options for the purchase of
Additional Shares of Common Stock or Convertible Securities and if the Effective Price of such Additional Shares of
Common Stock is less than the C Preferred Conversion Price, in each case the Company shall be deemed to have issued
at the time of the issuance of such rights or options or Convertible Securities the maximum number of Additional Shares
of Common Stock issuable upon exercise or conversion thereof and to have received as consideration for the issuance of
such shares an amount equal to the total amount of the consideration, if any, received by the Company for the issuance
of such rights or options or Convertible Securities, plus, in the case of such rights or options, the minimum amounts of
consideration, if any, payable to the Company upon the exercise of such rights or options, plus, in the case of
Convertible Securities, the minimum amounts of consideration, if any, payable to the Company (other than by
cancellation of liabilities or obligations evidenced by such Convertible Securities) upon the conversion thereof; provided
that if in the case of Convertible Securities the minimum amounts of such consideration cannot be ascertained, but are a
function of antidilution or similar protective clauses, the Company shall be deemed to have received the minimum
amounts of consideration without reference to such clauses; provided further that if the minimum amount of
consideration payable to the Company upon the exercise or conversion of rights, options or Convertible Securities is
reduced over time or on the occurrence or non-occurrence of specified events other than by reason of antidilution
adjustments, the Effective Price shall upon each such reduction be recalculated using the figure to which such minimum
amount of consideration is reduced; provided further that if the minimum amount of consideration payable to the
Company upon the exercise or conversion of such rights, options or Convertible Securities is subsequently increased, the
Effective Price shall be recalculated upon each such increase using the increased minimum amount of consideration
payable to the Company upon the exercise or conversion of such rights, options or Convertible Securities. No further
adjustment of the C Preferred Conversion Price, as adjusted upon the issuance of such rights, options or Convertible
Securities, shall be made as a result of the actual issuance of Additional Shares of Common Stock on the exercise of any
such rights or options or the conversion of any such Convertible Securities. If any such rights or options or the
conversion privilege represented by any such Convertible Securities shall expire without having been exercised, the C
Preferred Conversion Price as adjusted upon the issuance of such rights, options or Convertible Securities shall be
readjusted to the C Preferred Conversion Price which would have been in effect had an adjustment been made on the
basis that the only Additional Shares of Common Stock so issued were the Additional Shares of Common Stock, if any,
actually issued or sold on the exercise of such rights or options or rights of conversion of such Convertible Securities,
and such Additional Shares of Common Stock, if any, were issued or sold for the consideration actually received by the
Company upon such exercise, plus the consideration, if any, actually received by the Company for the granting of all
such rights or options, whether or not exercised, plus the consideration received for issuing or selling the Convertible
Securities actually converted, plus the consideration, if any, actually received by the Company (other than by
cancellation of liabilities or obligations evidenced by such Convertible Securities) on the conversion of such Convertible
Securities; provided that such
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readjustment shall not apply to prior conversions of C Preferred.
(iv) “ Additional Shares of Common Stock ” shall mean all shares of Common Stock
issued by the Company or deemed to be issued pursuant to this Section 4(j), other than (A) shares of Common Stock
issued upon conversion of the C Preferred; (B) shares of Common Stock issued pursuant to the exercise of options,
warrants or convertible securities outstanding as of the date the first share of C Preferred was issued; (C) shares of
Common Stock issued and/or options, warrants or other Common Stock purchase rights under Company stock option
plans to be adopted after January 1, 2004, covering such shares not to exceed an aggregate of 20% of the Common Stock
of the Company on an as converted basis (including any unexercised options and shares available for grant under any
existing stock option plan of the Company), and the Common Stock issued pursuant to such options, warrants or other
rights for consideration other than cash pursuant to a merger, consolidation, acquisition or similar business combination
approved by the Board of Directors; and (D) shares of Common Stock issued pursuant to any equipment leasing
arrangement, or debt financing from a bank or similar financial institution approved by the Board of Directors.
References to Common Stock in the subsections of this clause (iv) mean all shares of Common Stock issued by the
Company or deemed to be issued pursuant to this Section 4(j). The “ Effective Price ” of Additional Shares of Common
Stock means the quotient determined by dividing the total number of Additional Shares of Common Stock issued or
sold, or deemed to have been issued or sold by the Company under this Section 4(j), into the aggregate consideration
received, or deemed to have been received by the Company for such issue under this Section 4(j), for such Additional
Shares of Common Stock.
k. Certificate of Adjustment . In each case of an adjustment or readjustment of the C Preferred
Conversion Price for the number of shares of Common Stock or other securities issuable upon conversion of the C
Preferred, if the C Preferred is then convertible pursuant to this Section 4, the Company, at its expense, shall compute
such adjustment or readjustment in accordance with the provisions hereof and prepare a certificate showing such
adjustment or readjustment, and shall mail such certificate, by first class mail, postage prepaid, to each registered holder
of C Preferred at the holder’s address as shown in the Company’s books. The certificate shall set forth such adjustment
or readjustment, showing in detail the facts upon which such adjustment or readjustment is based, including a statement
of (i) the consideration received or deemed to be received by the Company for any Additional Shares of Common Stock
issued or sold or deemed to have been issued or sold, (ii) the C Preferred Conversion Price at the time in effect, (iii) the
number of Additional Shares of Common Stock and (iv) the type and amount, if any, of other property which at the time
would be received upon conversion of the C Preferred.
l. Notices of Record Date . Upon (i) any taking by the Company of a record of the holders of
any class of securities for the purpose of determining the holders thereof who are entitled to receive any dividend or
other distribution, or (ii) any Acquisition (as defined in Section 3(c) or other capital reorganization of the Company, any
reclassification or recapitalization of the capital stock of the Company, any merger or consolidation of the
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Company with or into any other corporation, or any Asset Transfer (as defined in Section 3(c)), or any voluntary or
involuntary dissolution, liquidation or winding up of the Company, the Company shall mail to each holder of C
Preferred at least ten (10) days prior to the record date specified therein (or such shorter period approved by a majority
of the outstanding C Preferred) a notice specifying (A) the date on which any such record is to be taken for the purpose
of such dividend or distribution and a description of such dividend or distribution, (B) the date on which any such
Acquisition, reorganization, reclassification, transfer, consolidation, merger, Asset Transfer, dissolution, liquidation or
winding up is expected to become effective, and (C) the date, if any, that is to be fixed as to when the holders of record
of Common Stock (or other securities) shall be entitled to exchange their shares of Common Stock (or other securities)
for securities or other property deliverable upon such Acquisition, reorganization, reclassification, transfer,
consolidation, merger, Asset Transfer, dissolution, liquidation or winding up.
m.

Automatic Conversion .

(i) Each share of C Preferred shall automatically be converted into shares of Common
Stock, based on the then-effective C Preferred Conversion Price, (A) at any time upon the affirmative election of the
holders of at least a majority of the outstanding shares of the C Preferred, or (B) immediately upon the closing of a
firmly underwritten public offering pursuant to an effective registration statement under the Securities Act of 1933, as
amended, covering the offer and sale of Common Stock for the account of the Company in which the gross cash
proceeds to the Company (before underwriting discounts, commissions and fees) are at least $10,000,000. Upon such
automatic conversion, any declared and unpaid dividends shall be paid in accordance with the provisions of Section 4(e).
(ii) Upon the occurrence of either of the events specified in Section 4(m)(i), the
outstanding shares of C Preferred shall be converted automatically without any further action by the holders of such
shares and whether or not the certificates representing such shares are surrendered to the Company or its transfer agent;
provided, however, that the Company shall not be obligated to issue certificates evidencing the shares of Common Stock
issuable upon such conversion unless the certificates evidencing such shares of C Preferred are either delivered to the
Company or its transfer agent as provided below, or the holder notifies the Company or its transfer agent that such
certificates have been lost, stolen or destroyed and executes an agreement satisfactory to the Company to indemnify the
Company from any loss incurred by it in connection with such certificates. Upon the occurrence of such automatic
conversion of the C Preferred, the holders of C Preferred shall surrender the certificates representing such shares at the
office of the Company or any transfer agent for the C Preferred. Thereupon, there shall be issued and delivered to such
holder promptly at such office and in its name as shown on such surrendered certificate or certificates, a certificate or
certificates for the number of shares of Common Stock into which the shares of C Preferred surrendered were
convertible on the date on which such automatic conversion occurred, and any declared and unpaid dividends shall be
paid in accordance with the provisions of Section 4(e).
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n. Fractional Shares . No fractional shares of Common Stock shall be issued upon conversion of
C Preferred. All shares of Common Stock (including fractions thereof) issuable upon conversion of more than one share
of C Preferred by a holder thereof shall be aggregated for purposes of determining whether the conversion would result
in the issuance of any fractional share. If, after the aforementioned aggregation, the conversion would result in the
issuance of any fractional share, the Company shall, in lieu of issuing any fractional share, pay cash equal to the product
of such fraction multiplied by the Common Stock’s fair market value (as determined by the Board of Directors) on the
date of conversion.
o. Reservation of Stock Issuable Upon Conversion . The Company shall at all times reserve and
keep available out of its authorized but unissued shares of Common Stock, solely for the purpose of effecting the
conversion of the shares of the C Preferred, such number of its shares of Common Stock as shall from time to time be
sufficient to effect the conversion of all outstanding shares of the C Preferred. If at any time the number of authorized
but unissued shares of Common Stock shall not be sufficient to effect the conversion of all then outstanding shares of the
C Preferred, the Company will take such corporate action as may, in the opinion of its counsel, be necessary to increase
its authorized but unissued shares of Common Stock to such number of shares as shall be sufficient for such purpose.
p. Notices . Any notice required by the provisions of this Section 4 shall be in writing and shall
be deemed effectively given: (i) upon personal delivery to the party to be notified, (ii) when sent by confirmed telex or
facsimile if sent during normal business hours of the recipient or if not sent during normal business hours of the recipient
then on the next business day, (iii) five days after having been sent by registered or certified mail, return receipt
requested, postage prepaid, or (iv) one day after deposit with a nationally recognized overnight courier, specifying next
day delivery, with written verification of receipt. All notices shall be addressed to each holder of record at the address of
such holder appearing on the books of the Company.
q. Payment of Taxes . The Company will pay all taxes (other than taxes based upon income)
and other governmental charges that may be imposed with respect to the issue or delivery of shares of Common Stock
upon conversion of shares of C Preferred, excluding any tax or other charge imposed in connection with any transfer
involved in the issue and delivery of shares of Common Stock in a name other than that in which the shares of C
Preferred so converted were registered.
r. No Dilution or Impairment . Without the consent of the holders of the then outstanding C
Preferred if required under Section 2(b), the Company shall not amend its Articles of Incorporation or participate in any
reorganization, transfer of assets, consolidation, merger, dissolution, issue or sale of securities or take any other
voluntary action, for the purpose of avoiding or seeking to avoid the observance or performance of any of the terms to be
observed or performed hereunder by the Company, but shall at all times in good faith assist in carrying out all such
action as may be reasonably necessary or appropriate in order to protect the conversion rights of the holders of the C
Preferred against dilution or other impairment.
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5.

No Reissuance of C Preferred .

No share or shares of C Preferred acquired by the Company by reason of redemption, purchase, conversion, or
otherwise shall be reissued but such shares shall be restored to the status of authorized, unissued, and undesignated
Preferred Stock; and in addition, these Third Amended and Restated Articles of Incorporation shall be appropriately
amended to effect the corresponding reduction in C Preferred.
IV
A. The liability of the directors of the Corporation for monetary damages shall be eliminated to the fullest
extent permissible under California law.
B. The Corporation is authorized to provide indemnification of agents (as defined in Section 317 of the General
Corporation Law of California) for breach of duty to the Corporation and its shareholders through bylaw provisions or
through agreements with agents, or both, in excess of the indemnification otherwise permitted by Section 317 of the
General Corporation Law of California, subject to the limits on such excess indemnification set forth in Section 204 of
the General Corporation Law of California. If, after the effective date of this Article, California law is amended in a
manner which permits a corporation to limit the monetary or other liability of its directors or to authorize
indemnification of, or advancement of such defense expenses to, its directors or other persons, in any such case to a
greater extent than is permitted on such effective date, the references in this Article to “California law” shall to that
extent be deemed to refer to California law as so amended.
C. Any repeal or modification of this Article shall only be prospective and shall not effect the rights under this
Article in effect at the time of the alleged occurrence of any action or omission to act giving rise to liability.
*

*

*

3. The foregoing amendment and restatement of the Second Amended and Restated Articles of Incorporation
has been duly approved by the Board of Directors of the Corporation.
4. The foregoing amendment and restatement of the Second Amended and Restated Articles of Incorporation
has been duly approved by the required vote of the shareholders of the Corporation in accordance with sections 603 and
903 of the California General Corporations Law. The total number of outstanding shares of the Corporation entitled to
vote with respect to the foregoing amendment and restatement of the Second Amended and Restated Articles of
Incorporation was 5,824,000 shares of Common Stock, 4,816,000 shares of A Preferred and 3,473,343 shares of B
Preferred. The number of shares voting in favor of the amendment equaled or exceeded the vote required, such required
vote being a majority of the outstanding

126

shares of Common Stock, a majority of the outstanding shares of the A Preferred and a majority of the outstanding
shares of the B Preferred, each voting separately as a class.

[The remainder of this page is intentionally left blank.]

127

We further declare under penalty of perjury under the laws of the State of California that the matters set forth in this
certificate are true and correct of our own knowledge.
Executed: October 15, 2003.

/s/Jonathan E. Lim
Jonathan E. Lim,
Chief Executive Officer
/s/Gregory I. Frost
Gregory I. Frost,
Secretary

128

AGREEMENT OF MERGER
THIS AGREEMENT OF MERGER (this “ Agreement ”), is made and entered into as of March 9, 2004, by and among
Global Yacht Services, Inc., a Nevada corporation (the “ Parent ”), DeliaTroph Pharmaceuticals, Inc. dba Hyalozyme
Therapeutics, Inc., a California corporation (the “ Company ”), and Hyalozyme Acquisition Corporation, a Nevada
corporation and a wholly-owned subsidiary of Parent (“ Sub ” and, together with the Company, the “ Constituent
Corporations ”).
RECITALS
A. Parent, the Company and Sub have entered into that certain Agreement and Plan of Merger dated January 28, 2004
(the “ Reorganization Agreement ”), providing for, among other things, the execution and filing of this Agreement and
the merger of Sub with and into the Company upon the terms set forth in the Reorganization Agreement and this
Agreement (the “ Merger ”).
B. The respective Boards of Directors of each of the Constituent Corporations deem it advisable and in the best
interests of each of such corporations and their respective shareholders that Sub be merged with and into the Company
and, in accordance therewith, have approved the Reorganization Agreement, this Agreement and the Merger.
C. The Reorganization Agreement, this Agreement and the Merger have been approved by the shareholders of the
Company and by the sole stockholder of Sub.
NOW, THEREFORE, in consideration of the mutual agreements and covenants set forth herein, each of the Constituent
Corporations hereby agrees that Sub shall be merged with and into the Company in accordance with this Agreement and
the provisions of the laws of the State of California, upon the terms and subject to the conditions set forth as follows:
Article I.
THE CONSTITUENT CORPORATIONS
Section 1.01 The Company . The Company is a corporation duly organized and existing under the laws of the State of
California. The total number of shares that the Company is authorized to issue is 75,000,000 shares, 60,000,000 of which
shall be Common Stock and 15,000,000 of which shall be Preferred Stock. Of the authorized shares of Common Stock,
34,999,701 are issued and outstanding as of the date hereof. Of the authorized shares of Preferred Stock, which no shares
are issued and outstanding as of the date hereof: (i) 4,816,000 shares are designated Series A Preferred Stock; (ii)
3,473,343 shares are designated Series B Preferred Stock; and (iii) 2,367,394 shares are designated of Series C Preferred
Stock. The Company was incorporated under the laws of the State of California on February 26, 1998.
Section 1.02 Sub . Sub is a corporation duly organized and existing under the laws of the State of Nevada with an
authorized capital of 50,000,000 shares of common stock. As of the date of this
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Agreement, 1000 shares of common stock of Sub are issued and outstanding and held by Parent. Sub was incorporated
under the laws of the State of Nevada on January 7, 2004.
Article II.
THE MERGER
Section 2.01 The Merger . At the Effective Time (as defined in Section 2.2 hereof) and subject to and upon the terms
and conditions of this Agreement and the applicable provisions of the General Corporation Law of the State of
California (the “ California Law ”), Sub shall be merged with and into the Company, the separate corporate existence of
Sub shall cease and the Company shall continue as the surviving corporation and as a wholly-owned subsidiary of
Parent. The surviving corporation after the Merger is sometimes referred to hereinafter as the “ Surviving Corporation .”
Section 2.02
Filing and Effectiveness . This Agreement, together with the officer certificates of each of the
Constituent Corporations required by California Law (together, the “ Officer Certificates ”), shall be filed with the
Secretary of State of the State of California. The Merger shall become effective, in accordance with California Law,
upon the filing of this Agreement and the Officer Certificates with the Secretary of State of the State of California (the “
Effective Time ”).
Section 2.03
Effect of the Merger . At the Effective Time, the effect of the Merger shall be as provided in this
Agreement and in the applicable provisions of the California Law. Without limiting the generality of the foregoing, and
subject thereto, at the Effective Time, all the property, rights, privileges, powers and franchises of the Company and Sub
shall vest in the Surviving Corporation, and all debts, liabilities and duties of the Company and Sub shall become the
debts, liabilities and duties of the Surviving Corporation.
Section 2.04 Articles of Incorporation . Effective immediately following the Merger, the Articles of Incorporation of
Surviving Corporation are amended and restated to read as attached hereto as Exhibit A .
Section 2.05

Directors and Officers .

(a) The directors of the Company immediately prior to the Effective Time shall be the directors of the Surviving
Corporation immediately after the Effective Time, each to serve as a director of the Surviving Corporation in
accordance with the provisions of the California Law and the articles of incorporation and bylaws of the
Surviving Corporation until such director’s successor is duly elected and qualified.
(b) The officers of the Company immediately prior to the Effective Time shall be the officers of the Surviving
Corporation immediately after the Effective Time, each to hold office in accordance with the provisions of the
bylaws of the Surviving Corporation.
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Section 2.06

Effect of Merger on the Capital Stock of the Constituent Corporations .

(a) Definitions . For all purposes of this Agreement, the following terms shall have the following respective
meanings:
“ CGCL ” shall mean the California General Corporation Law.
“ Closing ” shall mean the consummation of the transactions contemplated by the Reorganization
Agreement.
“ Closing Date ” shall mean the date of Closing.
“ Company Common Stock ” shall mean shares of common stock of the Company.
“ Outstanding Company Common Stock ” shall mean shares of Company Common Stock
outstanding at the Effective Time.
“ Parent Common Stock ” shall mean shares of Common Stock of the Parent, $0.001 par value per
share.
“ Shareholder ” shall mean each holder of any shares of Outstanding Company Common Stock
immediately prior to Closing.
Capitalized terms used herein but not defined shall have the respective meanings ascribed to such
terms in the Reorganization Agreement.
(b) Effect on Outstanding Company Common Stock . At the Effective Time, by virtue of the Merger and without any
action on the part of Sub, the Company or any of the Shareholders, each share of Outstanding Company
Common Stock shall be converted into the right to receive one share of Parent Common Stock. No fractional
shares of Parent Common Stock will be issued.
(c) Capital Stock of Sub . At the Effective Time, by virtue of the Merger and without any action on the part of
Parent, Sub or the Company, each share of common stock of Sub issued and outstanding immediately prior to the
Effective Time shall be converted into and exchanged for one validly issued, fully paid and nonassessable share
of Company Common Stock.
Article III.
MISCELLANEOUS
Section 3.01 Termination by Mutual Agreement . Notwithstanding the approval of this Agreement by the shareholders
of Sub and the Company, this Agreement may be terminated at any time prior to the Effective Time by mutual
agreement of the board of directors of the Sub and the Company.
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Section 3.02
Counterparts . This Agreement may be executed in one or more counterparts, each of which shall be
deemed an original, but all of which together shall constitute one agreement.
Section 3.03 Governing Law . This Agreement shall be governed in all respects, including validity, interpretation and
effect by the laws of the State of California.

[The remainder of this page is left blank intentionally.]
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IN WITNESS WHEREOF, the undersigned have executed this Agreement as of the date first above written.
HYALOZYME ACQUISITION CORPORATION

/s/Mitch Keeler
Mitch Keeler
President and Secretary

DELIATROPH PHARMACEUTICALS, INC. DBA HYALOZYME
THERAPEUTICS, INC.

/s/Jonathan Lim
Jonathan Lim
President
/s/David Ramsay
David Ramsay
Secretary

GLOBAL YACHT SERVICES, INC.

/s/Mitch Keeler
Mitch Keeler
President

/s/Melissa Day
Melissa Day
Secretary

[SIGNATURE PAGE TO AGREEMENT OF MERGER]

133

EXHIBIT A
ARTICLES OF INCORPORATION
OF
DELIATROPH PHARMACEUTICALS, INC.
I
The name of the Corporation is Halozyme CA, Inc.

II
The purpose of the Corporation is to engage in any lawful act or activity for which a corporation may be
organized under the General Corporation Law of California other than the banking business, the trust company business
or the practice of a profession permitted to be incorporated by the California Corporations Code.

III
The Corporation is authorized to issue one class of shares of stock to be designated no par value Common
Stock. The total number of shares of Common Stock that the Corporation is authorized to issue is 1,000.
IV
The liability of the directors of the Corporation for monetary damages shall be eliminated to the fullest
extent permissible under California law, as such law exists from time to time.
V
The Corporation is authorized to provide indemnification of agents (as defined in Section 317 of the
California Corporations Code) through bylaw provisions, agreements with agents, vote of shareholders or disinterested
directors or otherwise, in excess of the indemnification otherwise permitted by Section 317 of the California
Corporations Code, subject only to applicable limits set forth in Section 204 of the California Corporations Code with
respect to actions for breach of duty to the Corporation and its shareholders.
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VI
The Corporation shall have the power to purchase and maintain insurance on behalf of any agent of the
Corporation against any liability asserted against or incurred by the agent in such capacity or arising out of the agent’s
status as such whether or not the Corporation would have the power to indemnify the agent against such liability under
provisions of the California Corporations Code. The fact that the Corporation owns all or a portion of the shares of the
company issuing a policy of insurance shall not render this Article void if any policy issued by such company is limited
to the extent required by applicable California law.

DATED: March 9, 2004

/s/Jonathan E. Lim
Jonathan E. Lim, MD, President

/s/David A. Ramsay
David A. Ramsay, Secretary
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DELIATROPH PHARMACEUTICALS, INC.
OFFICERS’ CERTIFICATE OF APPROVAL OF MERGER
The undersigned, Jonathan E. Lim, President, and David A. Ramsay, Secretary, hereby certify that:
1.
They are the President and Secretary, respectively, of DeliaTroph Pharmaceuticals, Inc. dba
Hyalozyme Therapeutics, Inc., a California corporation (the “ Company ”).
1. The principal terms of the Agreement of Merger in the form attached to this Certificate (the “ Merger
Agreement ”) providing for the merger (the “ Merger ”) of Hyalozyme Acquisition Corporation, a California
corporation, with and into the Company were duly approved by the Board of Directors and shareholders of the
Company.
2. The total number of shares that the Company is authorized to issue is 75,000,000 shares, 60,000,000 of
which shall be Common Stock and 15,000,000 of which shall be Preferred Stock. The authorized capital stock of the
Company consists of: (i) 4,816,000 shares of Series A Preferred Stock, (iii) 3,473,343 shares of Series B Preferred
Stock, and (iii) 2,367,394 shares of Series C Preferred Stock. There were no shares of Series A Preferred Stock, Series B
Preferred Stock and Series C Preferred Stock issued and outstanding. There were 34,999,701 shares of Common Stock
of the Company issued and outstanding, 18,320,094 shares of which were entitled to vote upon the Merger. The votes of
more than fifty percent (50%) of the outstanding shares of Common Stock, voting together as a single class, were
required to approve the Merger and the principal terms of the Merger Agreement.
3. The principal terms of the Merger Agreement were approved by the consent of the holders of a majority of
the outstanding shares of Common Stock voting together as a single class, which votes exceeded the votes required.
Each of the undersigned further declares under penalty of perjury under the laws of the State of California that the
matters set forth in this certificate are true and correct of his own knowledge.
Date: March 11, 2004
/s/Jonathan Lim _________________________
Jonathan Lim
President

/s/David Ramsay ________________________
David Ramsay
Secretary
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HYALOZYME ACQUISITION CORPORATION
OFFICER’S CERTIFICATE OF APPROVAL OF MERGER
The undersigned, Mitch Keeler, President and Secretary, hereby certifies that:
1. He is the President and Secretary of Hyalozyme Acquisition Corporation, a Nevada corporation (“ Sub ”) and
wholly-owned subsidiary of Global Yacht Services, Inc., a Nevada corporation (“ Parent ”).
2. The principal terms of the Agreement of Merger in the form attached to this Certificate (the “ Merger Agreement ”)
providing for the merger (the “ Merger ”) of Sub with and into DeliaTroph Pharmaceuticals, Inc. dba Hyalozyme
Therapeutics, Inc., a California corporation, were duly approved by the Board of Directors and by the sole shareholder of
Sub.
3. The authorized capital stock of Sub consists of 50,000,000 shares of Common Stock. There were 1000 shares of
Common Stock of Sub issued and outstanding, all of which were entitled to vote upon the Merger. A vote of more than
50% of the outstanding shares of Common Stock of Sub was required to approve the Merger.
4. The principal terms of the Merger Agreement were approved by the consent of Sub’s sole shareholder, holding one
hundred percent (100%) of the Company’s issued and outstanding shares, which vote exceeded the vote required.
5. The approval of the outstanding shares of Parent was not required to approve the Merger; however, approval by a
majority of the shareholders of Parent was obtained.
The undersigned further declares under penalty of perjury under the laws of the State of California that the matters set
forth in this certificate are true and correct of his own knowledge.

Date: March 9, 2004
/s/Mitch Keeler ________________________
Mitch Keeler
President and Secretary
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CERTIFICATE OF AMENDMENT
OF THE
ARTICLES OF INCORPORATION
OF
HALOZYME CA, INC.

Jonathan Lim and David Ramsay hereby certify that:
1. They are the duly elected and acting President and Secretary, respectively, of Halozyme CA, Inc., a California
corporation (the “Corporation”).
2. Article I of the Articles of Incorporation of the Corporation (the “Articles of Incorporation”), which presently reads as
follows:
"The name of the corporation is Halozyme CA, Inc.”
is amended to read as set forth as follows:
“The name of the corporation is Halozyme, Inc.”
3. The foregoing amendment of the Articles of Incorporation has been duly approved by the Board of Directors of the
Corporation.
4. The foregoing amendment of the Articles of Incorporation has been duly approved by the required vote of the
shareholders of the Corporation in accordance with Sections 902 and 903 of the California Corporations Code. There are currently
1,000 shares of common stock of the Corporation outstanding (the “Common Stock”). The number of shares voting in favor of the
amendment equaled or exceeded the vote required, such required vote being greater than fifty percent (50%) of the total number of
outstanding shares of Common Stock.
The undersigned certify under penalty of perjury that they have read the foregoing Certificate of Amendment of the
Articles of Incorporation and know the contents thereof, and that the statements therein are true.
Executed on April 5, 2004.
/s/Jonathan E. Lim
Jonathan E. Lim, President
/s/David A. Ramsay
David A. Ramsay, Secretary
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EXHIBIT B-2
Bylaws

AMENDED AND RESTATED
BYLAWS
OF
HALOZYME, INC.
(a California corporation)
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AMENDED AND RESTATED
BYLAWS
OF
HALOZYME, INC.
(a California corporation)
Article I.
OFFICES
Section 1.03

Principal Executive Office .

The Board of Directors shall fix the location of the principal executive office of the corporation at any place within or
outside the State of California and may change said principal office from one location to another. If the principal
executive office is located outside California and the corporation has one or more business offices in California, then the
Board of Directors shall fix and designate a principal business office in California.
Section 1.04

Other Offices

.

Branch or subordinate offices may at any time be established by the Board of Directors at any place or places where the
corporation is qualified to do business.
Article II.
MEETINGS OF SHAREHOLDERS
Section 2.07

Place of Meetings

.

All meetings of shareholders shall be held either at the principal executive office or at any other place within or without
the State of California which may be designated either by the Board of Directors or by the written consent of a majority
of the shareholders entitled to vote thereat as determined pursuant to Section 6.1 of these Bylaws given either before or
after the meeting. If authorized by the Board of Directors (in its sole discretion) and subject to the requirement of
consent in clause (b) of Section 20 of the California Corporations Code and any guidelines and procedures adopted by
the Board of Directors, shareholders not physically present in person or by proxy at a meeting of shareholders may, by
electronic transmission by and to the corporation or by electronic video communication, participate in a meeting of
shareholders, be deemed present in person or by proxy and vote, whether that meeting is to be held at a designated place
or in whole or in part by means of electronic transmission by and to the corporation or by electronic video
communication.
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Section 2.08

Annual Meetings .

The annual meetings of shareholders shall be held on such day and at such hour as may be fixed by the Board of
Directors. At such meeting, Directors shall be elected, and any other proper business may be transacted.
Section 2.09

Special Meetings

.

Special meetings of the shareholders may be called at any time by the Board of Directors, the Chairman of the Board,
the President, or by the holders of shares entitled to cast not less than ten percent (10%) of the votes at the meeting.
Notice of such special meeting shall be given in the same manner as for the annual meeting of shareholders. Notices of
any special meetings shall specify in addition to the place, date and hour of such meeting, the general nature of the
business to be transacted thereat.
Section 2.10 Meetings by Electronic Transmission or Electronic Video Communication. A meeting of shareholders
may be conducted, in whole or in part, by electronic transmission by and to the corporation or by electronic video
communication if:
(a) the corporation implements reasonable measures to provide shareholders (in person or by proxy) a reasonable
opportunity to participate in the meeting and to vote on matters submitted to shareholders; and
(b) a record of vote or action is maintained by the corporation if any shareholder votes or other shareholder action is
taken at the meeting by means of electronic transmission to the corporation or electronic video communication.
Any request by the corporation to a shareholder pursuant to clause (b) of Section 20 of the California Corporations Code
for consent to conduct a meeting of shareholders by electronic transmission by and to the corporation shall include a
notice that, absent consent of the shareholder pursuant to such clause, the meeting will be held at a physical location.
Section 2.11

Notice of Meetings or Reports

.

Written notice of each meeting of shareholders shall be given not less than ten (10) days nor more than sixty (60) days
before the date of the meeting to each shareholder entitled to vote thereat. Such notice shall be given either personally or
by mail or other means of written communication, addressed or delivered to each shareholder entitled to vote at such
meeting at the address of such shareholder appearing on the books of the corporation or given by him to the corporation
for the purpose of such notice. If no such address appears or is given, notice shall be given either personally or by mail
or other means of written communication addressed to the shareholder at the place where the principal executive office
of the corporation is located, or by publication at least once in a newspaper of general circulation in the county in which
said office is located. The notice shall be deemed to have been given at the time when delivered personally or deposited
in the mail or sent by other means of written communication.
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The same procedure for the giving of notice shall apply to the giving of any report to shareholders.
All such notices shall state the place, the date and the hour of such meeting, and shall state such matters, if any, as may
be expressly required by the California Corporations Code.
Upon request by any person or persons entitled to call a special meeting, the Chairman of the Board, President, Vice
President or Secretary shall within twenty (20) days after receipt of the request cause notice to be given to the
shareholders entitled to vote that a special meeting will be held at a time requested by the person or persons calling the
meeting, but not less than thirty-five (35) nor more than sixty (60) days after receipt of the request.
All other notices shall be sent by the Secretary or an Assistant Secretary, or if there be no such officer, or in the case of
his neglect or refusal to act, by any other officer, or by persons calling the meeting.
Section 2.12

Adjourned Meetings and Notice Thereof .

Any shareholders’ meeting, annual or special, whether or not a quorum is present, may be adjourned from time to time
by the vote of a majority of the shares, represented either in person or by proxy, but in the absence of a quorum, no other
business may be transacted at such meeting, except as provided in Section 2.8 of these Bylaws.
When a shareholders’ meeting is adjourned to another time or place, notice of the adjourned meeting need not be given
if the time and place thereof are announced at the meeting at which the adjournment is taken; except that if the
adjournment is for more than forty-five (45) days or if after the adjournment a new record date is fixed for the adjourned
meeting, notice of the adjourned meeting shall be given to each shareholder of record entitled to vote thereat.
At the adjourned meeting, the corporation may transact any business which might have been transacted at the original
meeting.
Section 2.13

Voting

.

Except as otherwise provided in the Articles of Incorporation and subject to Section 6.1 of these Bylaws, each
outstanding share, regardless of class, shall be entitled to one vote on each matter submitted to a vote of shareholders.
Vote may be viva voce or by ballot; provided, however, that elections for Directors must be by ballot upon demand
made by a shareholder at the meeting and before the voting begins.
Every shareholder entitled to vote at any election for Directors may cumulate his, her or its votes and give one candidate
a number of votes equal to the number of Directors to be elected, multiplied by the number of votes to which his shares
are entitled, or to distribute his, her or its votes on the same principle among as many candidates as he thinks fit,
provided that no shareholder shall be entitled to cumulate votes unless such candidate or candidates names have been
placed in nomination prior to the voting and the shareholder has given notice at the meeting, prior to the voting, of the

145

shareholder’s intention to cumulate the shareholder’s votes. If any one shareholder has given such notice, all
shareholders may cumulate their votes for candidates in nomination. The candidates receiving the highest number of
votes of the shares entitled to be voted for them, up to the number of Directors to be elected by such shares, shall be
elected.
Any holder of shares entitled to vote on any matter may vote part of the shares in favor of the proposal and refrain from
voting the remaining shares or vote them against the proposal, other than elections to office, but, if the shareholder fails
to specify the number of shares such shareholder is voting affirmatively, it shall be conclusively presumed that the
shareholder’s approving vote is with respect to all shares said shareholder is entitled to vote.
Section 2.14

Quorum .

A majority of the shares entitled to vote, represented in person or by proxy, shall constitute a quorum at any meeting of
shareholders. If a quorum is present, the affirmative vote of a majority of the shares represented at the meeting and
entitled to vote on any matter shall be the act of the shareholders, unless otherwise required by the Articles of
Incorporation or the California Corporations Code.
The shareholders present at a duly called or held meeting at which a quorum is present may continue to do business until
adjournment, notwithstanding the withdrawal of enough shareholders to leave less than a quorum, if any action taken
(other than adjournment) is approved by at least a majority of the shares required to constitute a quorum.
Section 2.15

Consent of Absentees

.

The transactions of any meeting of shareholders, if not duly called and noticed, and wherever held, shall be as valid as
though had at a meeting duly held after regular call and notice, if a quorum is present either in person or by proxy, and
if, either before or after the meeting, each of the shareholders entitled to vote, not present in person or by proxy, signs a
written waiver of notice, or a consent to the holding of such meeting, or an approval of the minutes thereof. All such
waivers, consents, or approvals shall be filed with the corporate records or made a part of the minutes of the meeting.
Attendance of a person at a meeting shall constitute a waiver of notice of such meeting, except when a person objects, at
the beginning of the meeting, to the transaction of any business because the meeting is not lawfully called or convened;
provided, that attendance at a meeting is not a waiver of any right to object to the consideration of matters required by
law or these Bylaws to be included in the notice but not so included if such objection is expressly made at the meeting.
Section 2.16

Action Without Meeting.

Any action which may be taken at any meeting of shareholders may be taken without a meeting and without prior notice,
if a consent in writing, setting forth the actions so taken, shall be signed by the holders of outstanding shares having not
less than the minimum number of votes which would be necessary to authorize or take such action at a meeting at which
all shares entitled to vote
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thereon were present and voted; provided, that except to fill a vacancy as provided in Section 3.6 of these Bylaws,
Directors may not be elected by written consent except by unanimous written consent of all shares entitled to vote for the
election of Directors.
Unless the consents of all shareholders entitled to vote have been solicited in writing, notice of the following actions
approved by shareholders without a meeting by less than unanimous written consent shall be given to those shareholders
entitled to vote who have not consented in writing at least ten (10) days before the consummation of the action
authorized by such approval:
(a) approval of a contract or other transaction between the corporation and one or more of its Directors, or between
the corporation and any corporation, firm or association in which one or more of its Directors has a material
financial interest.
(b) approval of any indemnification to be made by the corporation of a person who was or is a party or is threatened
to be made a party to any proceeding by reason of the fact that such person was or is an agent of the corporation.
(c) approval of the principal terms of a reorganization.
(d) approval of a plan of distribution of the shares, obligations or securities of any other corporation, or assets other
than money, which is not in accordance with the liquidation rights of the preferred shares as specified in the
Articles of Incorporation or a Certificate of Determination.
Unless the consents of all shareholders entitled to vote have been solicited in writing, prompt notice of the taking of any
corporate action not listed above which is approved by shareholders without a meeting by less than unanimous written
consent, shall be given to those shareholders entitled to vote who have not consented in writing.
Such notice shall be given as provided in Section 2.5 of these Bylaws.
Section 2.17

Proxies.

Every person entitled to vote shares may authorize another person or persons to act by proxy with respect to such shares.
No proxy shall be valid after the expiration of eleven (11) months from the date thereof unless otherwise provided in the
proxy.
Article III.
DIRECTORS
Section 3.04

Powers .

Subject to the limitations stated in the Articles of Incorporation, these Bylaws, and the California Corporations Code as
to actions which shall be approved by the shareholders or by the affirmative vote of a majority of the outstanding shares
entitled to vote, and subject to the duties of Directors
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as prescribed by the California Corporations Code, all corporate powers shall be exercised by, or under the direction of,
and the business and affairs of the corporation shall be managed by, the Board of Directors.
Section 3.05

Number of Directors

.

The authorized number of Directors of the corporation shall be three (3). The number of Directors provided in this
Section 3.2 may be changed by an amendment to these Bylaws duly adopted by the affirmative vote of a majority of the
outstanding shares entitled to vote.
Section 3.06

Election and Term of Office

.

The Directors shall be elected at each annual meeting of shareholders, but if any such annual meeting is not held, or the
Directors are not elected thereat, the Directors may be elected at any special meeting of the shareholders held for that
purpose. All Directors shall hold office until the expiration of the term for which elected and until their respective
successors are elected, except in the case of the death, resignation or removal of any Director. A Director need not be a
shareholder.
Section 3.07

Resignation

.

Any Director may resign effective upon giving written notice to the Chairman of the Board, the President, the Secretary
or the Board of Directors of the corporation, unless the notice specifies a later time for the effectiveness of such
resignation. If the resignation is effective at a future time, the Board of Directors may elect a successor to take office
when the resignation becomes effective.
Section 3.08

Removal

.

The entire Board of Directors or any individual Director may be removed from office, prior to the expiration of their or
his term of office only in the manner and within the limitations provided by the California Corporations Code.
No reduction of the authorized number of Directors shall have the effect of removing any Director prior to the expiration
of such Director’s term of office.
Section 3.09

Vacancies

.

A vacancy in the Board of Directors shall be deemed to exist (i) in case of the death, resignation or removal of any
Director, (ii) if the Board of Directors by resolution declares vacant the office of a Director who has been declared of
unsound mind by an order of court or convicted of a felony, (iii) if the authorized number of Directors is increased, or
(iv) if the shareholders fail at any annual or special meeting of shareholders at which any Director or Directors are
elected to elect the full authorized number of Directors to be voted for at that meeting.
Vacancies in the Board of Directors may be filled by a majority of the remaining Directors, or if the number of Directors
then in office is less than a quorum by (i) unanimous written consent of the Directors then in office, (ii) the affirmative
vote of a majority of the Directors then in office at
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a meeting held pursuant to notice or waivers of notice, or (iii) a sole remaining Director; however, a vacancy created by
the removal of a Director by the vote or written consent of the shareholders or by court order may be filled only by the
affirmative vote of a majority of the shares represented and voting at a duly held meeting at which a quorum is present
(which shares voting affirmatively also constitute at least a majority of the required quorum), or by the unanimous
written consent of all shares entitled to vote thereon. Each Director so elected shall hold office until the expiration of the
term for which he was elected and until his successor is elected at an annual or a special meeting of the shareholders, or
until his death, resignation or removal.
The shareholders may elect a Director or Directors at any time to fill any vacancy or vacancies not filled by the
Directors. Any such election by written consent other than to fill a vacancy created by removal requires the consent of
the holders of a majority of the outstanding shares entitled to vote.
Section 3.10

Organization Meeting

.

Immediately after each annual meeting of shareholders, the Board of Directors shall hold a regular meeting for
the purpose of organization, the election of officers and the transaction of other business. No notice of such meeting
need be given.
Section 3.11

Other Regular Meetings

.

The Board of Directors may provide by resolution the time and place for the holding of regular meetings of the
Board; provided, however, that if the date so designated falls upon a legal holiday, then the meeting shall be held at the
same time and place on the next succeeding day which is not a legal holiday. No notice of such regular meetings of the
Board need be given.
Section 3.12

Calling Meetings .

Meetings of the Board of Directors for any purpose or purposes shall be held whenever called by the Chairman
of the Board, the President or the Secretary or any two Directors of the corporation.
Section 3.13

Place of Meetings

.

Meetings of the Board of Directors shall be held at any place within or without the State of California which may
be designated in the notice of the meeting, or, if not stated in the notice or if there is no notice, designated by resolution
of the Board. In the absence of such designation, meetings of the Board of Directors shall be held at the principal
executive office of the corporation.
Section 3.14

Meetings by Conference Telephone or Other Communications Equipment

.

So long as permitted by statute, Directors may participate in a regular or special meeting through use of conference
telephone, electronic video communication or electronic transmission by and to the corporation. Participation in a
meeting through the use of conference telephone or electronic
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video communication shall constitute presence in person at that meeting as long as all Directors participating in the
meeting are able to hear one another. Participation through electronic transmission by or to the corporation (other than
by conference telephone or electronic video communication) constitutes presence in person if: (1) each Director
participating in the meeting can communicate with all of the other Directors concurrently; and (2) each Director is
provided the means of participating in all matters before the Board of Directors, including, without limitation, the
capacity to propose, or to interpose an objection to, a specified action to be taken by the corporation.
Section 3.15

Notice of Special Meetings

.

Written notice of the time and place of special meetings of the Board of Directors shall be delivered personally to each
Director, or sent to each Director by mail, or by telephone (including a voice messaging system or by electronic
transmission by the corporation). In case such notice is sent by mail, it shall be deposited in the United States mail at
least four (4) days prior to the time of the holding of the meeting. In case such notice is delivered personally, or by
telephone (including a voice messaging system or by electronic transmission by the corporation), it shall be so delivered
at least forty-eight (48) hours prior to the time of the holding of the meeting. Any oral notice given personally or by
telephone may be communicated either to the Director or to a person at the office of the Director who the person giving
the notice has reason to believe will promptly communicate it to the Director. Such notice may be given by the Secretary
of the corporation or by the persons who called said meeting. Such notice need not specify the purpose of the meeting,
and notice shall not be necessary if appropriate waivers, consents and/or approvals are filed in accordance with
Section 3.13 of these Bylaws.
Section 3.16

Waiver of Notice .

Notice of a meeting need not be given to any Director who signs a waiver of notice, whether before or after the meeting,
or who attends the meeting without protesting, prior thereto or at its commencement, the lack of notice to such Director.
The transactions of any meeting of the Board of Directors, however called and noticed or wherever held, shall be as
valid as though had at a meeting duly held after regular call and notice if a quorum is present and if, either before or after
the meeting, each of the Directors not present signs a written waiver of notice, a consent to holding the meeting or an
approval of the minutes thereof. All such waivers, consents and approvals shall be filed with the corporate records or
made a part of the minutes of the meeting.
Section 3.17

Action Without Meeting

.

Any action required or permitted to be taken by the Board of Directors may be taken without a meeting, if all members
of the Board shall individually or collectively consent in writing to such action. Such written consent or consents shall be
filed with the minutes of the proceedings of the Board. Such action by written consent shall have the same force and
effect as a unanimous vote of such Directors.
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Section 3.18

Quorum .

A majority of the authorized number of Directors shall constitute a quorum for the transaction of business. Every act or
decision done or made by a majority of the Directors present at a meeting duly held at which a quorum is present shall
be the act of the Board of Directors, unless the Articles of Incorporation or the California Corporations Code specifically
requires a greater number. In the absence of a quorum at any meeting of the Board of Directors, a majority of the
Directors present may adjourn the meeting as provided in Section 3.16 of these Bylaws. A meeting at which a quorum is
initially present may continue to transact business, notwithstanding the withdrawal of enough Directors to leave less than
a quorum, if any action taken is approved by at least a majority of the required quorum for such meeting.
Section 3.19

Adjournment

.

Any meeting of the Board of Directors, whether or not a quorum is present, may be adjourned to another time and place
by the vote of a majority of the Directors present. Notice of the time and place of the adjourned meeting need not be
given to absent Directors if said time and place are fixed at the meeting adjourned.
Section 3.20

Inspection Rights

.

Every Director shall have the absolute right at any time to inspect, copy and make extra copies of, in person or by agent
or attorney, all books, records and documents of every kind and to inspect the physical properties of the corporation.
Section 3.21

Fees and Compensation

.

Directors shall not receive any stated salary for their services as Directors, but, by resolution of the Board, a fixed fee,
with or without expenses of attendance, may be allowed for attendance at each meeting. Nothing herein contained shall
be construed to preclude any Director from serving the corporation in any other capacity as an officer, agent, employee,
or otherwise, and receiving compensation therefor.
Section 3.22

Loans to Officers

.

The Board may approve loans of money or property from the corporation to, and guaranties by the corporation of the
obligations of, any officer, whether or not a Director, of the corporation, and may adopt employee benefit plans
authorizing such loans and/or guaranties, without the approval of the shareholders of the corporation, provided that:
(a) the corporation has outstanding shares held of record by more than 100 persons on the date of approval by the
Board;
(b) the vote for approval is sufficient without counting the vote of any interested Director or Directors; and
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(c) the Board determines that such loan, guaranty, or plan may reasonably be expected to benefit the corporation.

Article IV.
EXECUTIVE COMMITTEE AND OTHER COMMITTEES
Section 4.01

Executive Committee.

The Board of Directors may, by resolution adopted by a majority of the authorized number of Directors, appoint an
executive committee, consisting of two or more Directors. The Board may designate one or more Directors as an
alternate member of such committee, who may replace any absent member of any meeting of the committee. The
executive committee, subject to any limitations imposed by the California Corporations Code, or by resolution adopted
by the affirmative vote of a majority of the authorized number of Directors, or imposed by the Articles of Incorporation
or by these Bylaws, shall have and may exercise all of the powers of the Board of Directors.
Section 4.02

Other Committees

.

The Board of Directors may, by resolution adopted by a majority of the authorized number of Directors, designate such
other committees, each consisting of two or more Directors, as it may from time to time deem advisable to perform such
general or special duties as may from time to time be delegated to any such committee by the Board of Directors, subject
to the limitations contained in the California Corporations Code, or imposed by the Articles of Incorporation or by these
Bylaws. The Board may designate one or more Directors as alternate members of any committee, who may replace any
absent member at any meeting of the committee.
Section 4.03

Minutes and Reports

.

Each committee shall keep regular minutes of its proceedings, which shall be filed with the Secretary. All action by any
committee shall be reported to the Board of Directors at the next meeting thereof, and, insofar as rights of third parties
shall not be affected thereby, shall be subject to revision and alteration by the Board of Directors.
Section 4.04

Meetings

.

Except as otherwise provided in these Bylaws or by resolution of the Board of Directors, each committee shall adopt its
own rules governing the time and place of holding and the method of calling its meetings and the conduct of its
proceedings and shall meet as provided by such rules, and it shall also meet at the call of any member of the committee.
Unless otherwise provided by such rules or by resolution of the Board of Directors, committee meetings shall be
governed by Sections 3.11, 3.12 and 3.13 of these Bylaws. Any action required or permitted to be taken by the a
committee may be taken without a meeting, if all members of the committee shall individually
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or collectively consent in writing to such action. Such written consent or consents shall be filed with the minutes of the
proceedings of the Board. Such action by written consent shall have the same force and effect as a unanimous vote of
such committee members.
Section 4.05

Term of Office of Committee Members

.

The term of office of any committee member shall be as provided in the resolution of the Board of Directors designating
him but shall not exceed his term as a Director. Any member of a committee may be removed at any time by resolution
adopted by Directors holding a majority of the directorships, either present at a meeting of the Board or by written
approval thereof.
Article V.
OFFICERS
Section 5.01

Officers

.

The officers of the corporation shall be a President, a Secretary, and a Treasurer, who shall be the Chief Financial
Officer of the corporation. The corporation may also have, at the discretion of the Board of Directors, a Chairman of the
Board, one or more Vice Presidents, one or more Assistant Treasurers, and such other officers as may be appointed in
accordance with the provisions of Section 5.3. One person may hold two or more offices.
Section 5.02

Election

.

The officers of the corporation, except such officers as may be appointed in accordance with the provisions of Sections
5.3 or 5.5 of these bylaws, shall be chosen annually by the Board of Directors, and each shall hold his office until he
shall resign or shall be removed or otherwise disqualified to serve, or his successor shall be elected and qualified.
Section 5.03

Subordinate Officers, etc.

The Board of Directors may appoint such other officers as the business of the corporation may require, each of whom
shall hold office for such period, have such authority and perform such duties as are provided in these Bylaws or as the
Board of Directors may from time to time determine.
Section 5.04

Removal and Resignation

.

Any officer may be removed, either with or without cause, by a majority of the Directors at the time in office, at any
regular or special meeting of the Board, or, except in case of an officer elected by the Board of Directors, by an officer
upon whom such power of removal may be conferred by the Board of Directors.
Any officer may resign at any time by giving written notice to the corporation. Any such resignation shall take effect at
the date of the receipt of such notice or at any later time specified therein; and,
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unless otherwise specified therein, the acceptance of such resignation shall not be necessary to make it effective.
Section 5.05

Vacancies

.

A vacancy in any office because of death, resignation, removal, disqualification or any other cause shall be filled in the
manner described in these Bylaws for regular appointments to such office.
Section 5.06

Chairman of the Board

.

The Chairman of the Board, if there shall be such an officer, shall, if present, preside at all meetings of the Board of
Directors, and exercise and perform such other powers and duties as may be from time to time assigned to him by the
Board of Directors or prescribed by these Bylaws.
Section 5.07

President

.

Subject to such supervisory powers, if any, as may be given by the Board of Directors to the Chairman of the Board, if
there be such an officer, the President shall be the general manager and chief executive officer of the corporation and
shall, subject to the control of the Board of Directors, have general supervision, direction, and control of the business
and officers of the corporation. He shall preside at all meetings of the shareholders. He shall have the general powers and
duties of management usually vested in the office of president of a corporation, and shall have such other powers and
duties as may be prescribed by the Board of Directors or by these Bylaws.
Section 5.08

Vice President

.

In the absence or disability of the President, the Vice Presidents, if any, in order of their rank as fixed by the Board of
Directors, or if not ranked, the Vice President designated by the Board of Directors, shall perform all the duties of the
President, and when so acting shall have all the powers of, and be subject to, all the restrictions upon, the President. The
Vice Presidents shall have such other powers and perform such other duties as from time to time may be prescribed for
them respectively by the Board of Directors or these Bylaws.
Section 5.09

Secretary

.

The Secretary shall keep, or cause to be kept, a book of minutes in written form of the proceedings of the Board of
Directors, committees of the Board, and shareholders. Such minutes shall include all waivers of notice, consents to the
holding of meetings, or approvals of the minutes of meetings executed pursuant to these Bylaws or the California
Corporations Code. The Secretary shall keep, or cause to be kept at the principal executive office or at the office of the
corporation’s transfer agent or registrar, a record of its shareholders, giving the names and addresses of all shareholders
and the number and class of shares held by each.
The Secretary shall give or cause to be given, notice of all meetings of the shareholders and of the Board of Directors
required by these Bylaws or by law to be given, and shall keep the seal of the
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corporation in safe custody, and shall have such other powers and perform such other duties as may be prescribed by the
Board of Directors or these Bylaws.
Section 5.10

Treasurer and Chief Financial Officer .

The Treasurer and Chief Financial Officer shall keep and maintain, or cause to be kept and maintained, adequate and
correct books and records of account in written form or any other form capable of being converted into written form.
The Treasurer and Chief Financial Officer shall deposit all monies and other valuables in the name and to the credit of
the corporation with such depositaries as may be designated by the Board of Directors. He shall disburse all funds of the
corporation as may be ordered by the Board of Directors, shall render to the President and Directors, whenever they
request it, an account of all of his transactions as Treasurer and Chief Financial Officer and of the financial condition of
the corporation, and shall have such other powers and perform such other duties as may be prescribed by the Board of
Directors or by these Bylaws.
Section 5.11

Assistant Secretary

.

The Assistant Secretary shall have all the powers, and perform all the duties of, the Secretary in the absence or inability
of the Secretary to act.
Section 5.12

Compensation

.

The compensation of the officers shall be fixed from time to time by the Board of Directors, and no officer shall be
prevented from receiving such compensation by reason of the fact that he is also a Director of the corporation.
Article VI.
GENERAL MATTERS
Section 6.01

Record Date

.

The Board of Directors may fix, in advance, a time in the future as the record date for the determination of shareholders
entitled to notice of any meeting or to vote or entitled to receive payment of any dividend or other distribution or
allotment of any rights or entitled to exercise any rights in respect of any other lawful action. Shareholders on the record
date are entitled to notice and to vote or receive the dividend, distribution or allotment of rights or to exercise the rights,
as the case may be, notwithstanding any transfer of any shares in the books of the corporation after the record date,
except as otherwise provided by law. Said record date shall not be more than sixty (60) or less than ten (10) days prior to
the date of such meeting, nor more than sixty (60) days prior to any other action.
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A determination of shareholders of record entitled to notice of or to vote at a meeting of shareholders shall apply to any
adjournment of the meeting unless the Board fixes a new record date for the adjourned meeting, but the Board shall fix a
new record date if the meeting is adjourned for more than forty-five (45) days from the date set for the original meeting.
If no record date is fixed by the Board of Directors, the record date shall be fixed pursuant to the California Corporations
Code.
Section 6.02

Inspection of Corporate Records

.

The accounting books and records, and minutes of proceedings of the shareholders and the Board of Directors and
committees of the Board shall be open to inspection upon written demand made upon the corporation by any shareholder
or the holder of a voting trust certificate, at any reasonable time during usual business hours, for a purpose reasonably
related to his interest as a shareholder, or as the holder of such voting trust certificate. The record of shareholders shall
also be open to inspection by any shareholder or holder of a voting trust certificate at any time during usual business
hours upon written demand on the corporation, for a purpose reasonably related to such holder’s interest as a shareholder
or holder of a voting trust certificate. Such inspection may be made in person or by an agent or attorney, and shall
include the right to copy and to make extracts.
Section 6.03

Execution of Corporate Instruments .

The Board of Directors may, in its discretion, determine the method and designate the statutory officer or officers, or
other person or persons, to execute any corporate instrument or document, or to sign the corporate name without
limitation, except where otherwise provided by law, and such execution or signature shall be binding upon the
corporation. Unless otherwise specifically determined by the Board of Directors, formal contracts of the corporation,
promissory notes, mortgages, evidences of indebtedness, conveyances or other instruments in writing, and any
assignment or endorsement thereof, executed or entered into between the corporation and any person, may be signed by
any one of the Chairman of the Board, the President, any Vice President, the Secretary or the Treasurer of the
corporation.
Section 6.04

Ratification by Shareholders

.

The Board of Directors may, subject to applicable notice requirements, in its discretion, submit any contract or act for
approval or ratification of the shareholders at any annual meeting of shareholders, or at any special meeting of
shareholders called for that purpose; and any contract or act which shall be approved or ratified by the affirmative vote
of a majority of the shares entitled to vote represented at a duly held meeting at which a quorum is present, or by the
written consent of shareholders, shall be as valid and binding upon the corporation and upon the shareholders thereof as
though approved or ratified by each and every shareholder of the corporation, unless a greater vote is required by law for
such purpose.
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Section 6.05

Annual Report

.

For so long as the corporation has less than 100 holders of record of its shares, the mandatory requirement of an annual
report is hereby expressly waived. The Board of Directors may, in its discretion, cause an annual report to be sent to the
shareholders. Such reports shall contain at least a balance sheet as of the close of such fiscal year and an income
statement and statement of changes in financial position for such fiscal year, and shall be accompanied by any report
thereon of independent accountants, or if there is no such report, the certificate of an authorized officer of the
corporation that such statements were prepared without audit of the books and records of the corporation.
A shareholder or shareholders holding at least five percent (5%) of the outstanding shares of any class of the corporation
may make a written request to the corporation for an income statement and/or a balance sheet of the corporation for the
three-month, six-month or nine-month period of the current fiscal year ended more than thirty (30) days prior to the
date of the request, and such statement shall be delivered or mailed to the person making the request within thirty (30)
days thereafter. Such statements shall be accompanied by the report thereon, if any, of any independent accountants
engaged by the corporation or the certificates of an authorized officer of the corporation that such financial statements
were prepared without audit from the books and records of the corporation.
Section 6.06

Representation of Shares of Other Corporations .

The President and Vice President of this corporation are authorized to vote, represent and exercise on behalf of the
corporation all rights incident to any and all shares of any other corporation or corporations standing in the name of this
corporation. The authority herein granted to said officers to vote or represent on behalf of this corporation any and all
shares held by this corporation and any other corporation or corporations may be exercised either by such officers in
person or by any person authorized so to do by proxy or power of attorney and duly executed by said officers.
Section 6.07

Inspection of Bylaws

.

The corporation shall keep in its principal executive office in this State the original or a copy of the Bylaws as amended
or otherwise altered to date, which shall be open to inspection by the shareholders at all reasonable times during office
hours.
Article VII.
SHARES OF STOCK
Section 7.01

Form of Certificates

.

Certificates for shares of stock of the corporation shall be in such form and design as the Board of Directors shall
determine and shall be signed in the name of the corporation by the Chairman of the Board, or the President or Vice
President and by the Treasurer or an Assistant Treasurer or the Secretary or any Assistant Secretary. Each certificate
shall state the certificate number, the date of
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issuance, the number, class or series and the name of the record holder of the shares represented thereby, the name of the
corporation, and, if the shares of the corporation are classified or if any class of shares has two or more series, there shall
appear the statement required by the California Corporations Code.
Section 7.02

Transfer of Shares

.

Shares of stock may be transferred in any manner permitted or provided by law. Before any transfer of stock is entered
upon the books of the corporation, or any new certificate issued therefor, the older certificate, properly endorsed, shall be
surrendered and canceled, except when a certificate has been lost, stolen or destroyed.
Section 7.03

Lost Certificates

.

The Board of Directors may order a new certificate for shares of stock to be issued in the place of any certificate alleged
to have been lost, stolen or destroyed, but in every such case, the owner or the legal representative of the owner of the
lost, stolen or destroyed certificates may be required to give the corporation a bond (or other adequate security) in such
form and amount as the Board may deem sufficient to indemnify it against any claim that may be made against the
corporation (including any expense or liability) on account of the alleged loss, theft or destruction of any such certificate
or issuance of such new certificate.
Article VIII.
INDEMNIFICATION
Section 8.01

Indemnification by Corporation

.

Each person who was or is made a party or is threatened to be made a party to or is involved in any action, suit or
proceeding, whether civil, criminal, administrative or investigative (“Proceeding”), by reason of the fact that he or she,
or a person of whom he or she is the legal representative, is or was a director or officer of the corporation or is or was
serving at the request of the corporation as a director, officer, employee or agent of another corporation or of a
partnership, joint venture, trust or other enterprise, including service with respect to employee benefit plans, or was a
director, officer, employee or agent of a corporation which was a predecessor corporation of the corporation or of
another enterprise at the request of such predecessor corporation, whether the basis of such Proceeding is alleged action
in an official capacity as a director, officer, employee or agent or in any other capacity while serving as a director,
officer, employee or agent, shall be indemnified and held harmless by the corporation to the fullest extent authorized by
the California General Corporation Law, against all expenses, liability and loss (including attorneys’ fees, judgments,
fines, ERISA excise taxes or penalties and amounts paid or to be paid in settlement) reasonably incurred or suffered by
such person in connection therewith and such indemnification shall continue as to a person who has ceased to be a
director, officer, employee or agent and shall inure to the benefit of his or her heirs, executors and administrators;
provided , however , that, except as provided in this Article VIII of these bylaws, the corporation shall indemnify any
such person seeking indemnity
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in connection with a Proceeding (or part thereof) initiated by such person only if such Proceeding (or part thereof) was
authorized by the board of directors of the corporation. The right to indemnification conferred by this Section shall
include the right to be paid by the corporation expenses incurred in defending any such Proceeding in advance of its final
disposition to the fullest extent authorized by the California General Corporation Law; provided , however , that, if
required by the California General Corporation Law, the payment of such expenses incurred by such person in advance
of the final disposition of such Proceeding shall be made only upon delivery to the corporation of an undertaking, by or
on behalf of such person, to repay all amounts so advanced if it should be determined ultimately that such person is not
entitled to be indemnified under this Section or otherwise.
Section 8.02

Right of Claimant to Bring Suit

.

If a claim under Section 8.1 of this Article VIII is not paid in full by the corporation within ninety (90) days after a
written claim has been received by the corporation, the claimant may at any time thereafter bring suit against the
corporation to recover the unpaid amount of the claim and, if successful in whole or in part, the claimant shall be entitled
to be paid also the expense of prosecuting such claim. It shall be a defense to any such action (other than an action
brought to enforce a claim for expenses incurred in defending any Proceeding in advance of its final disposition where
the required undertaking, if any, has been tendered to the corporation) that the claimant has not met the standards of
conduct which make it permissible under the California General Corporation Law for the corporation to indemnify the
claimant for the amount claimed. Neither the failure of the corporation (including its board of directors, independent
legal counsel, or its shareholders) to have made a determination prior to the commencement of such action that
indemnification of the claimant is proper in the circumstances because he or she has met the applicable standard of
conduct set forth in the California General Corporation Law, nor an actual determination by the corporation (including
its board of directors, independent legal counsel, or its shareholders) that the claimant has not met such applicable
standard of conduct, shall be a defense to the action or create a presumption that claimant has not met the applicable
standard of conduct.
Section 8.03

Indemnification of Employees and Agents of the Corporation

.

The corporation may, to the extent authorized from time to time by the Board of Directors, grant rights to
indemnification, and to the advancement of expenses to any employee or agent of the corporation to the fullest extent of
the provisions of this Article with respect to the indemnification of and advancement of expenses to directors and
officers of the corporation.
Section 8.04

Rights Not Exclusive

.

The rights conferred on any person by this Article VIII above shall not be exclusive of any other right which such person
may have or hereafter acquire under any statute, provision of the Articles of Incorporation, Bylaw, agreement, vote of
shareholders or disinterested directors or otherwise.
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Section 8.05

Indemnity Agreements

.

The Board of Directors is authorized to enter into a contract with any director, officer, employee or agent of the
corporation, or any person who is or was serving at the request of the corporation as a director, officer, employee or
agent of another corporation, partnership, joint venture, trust or other enterprise, including employee benefit plans, or
any person who was a director, officer, employee or agent of a corporation which was a predecessor corporation of the
corporation or of another enterprise at the request of such predecessor corporation, providing for indemnification rights
equivalent to or, if the Board of Directors so determines, greater than, those provided for in this Article VIII.
Section 8.06

Insurance

.

The corporation may purchase and maintain insurance, at its expense, to protect itself and any director, officer, employee
or agent of the corporation or another corporation (including a predecessor corporation), partnership, joint venture, trust
or other enterprise against any such expense, liability or loss, whether or not the corporation would have the power to
indemnify such person against such expense, liability or loss under the California Corporations Code.
Section 8.07

Amendment, Repeal or Modification

.

Any amendment, repeal or modification of any provision of this Article VIII by the shareholders or the Directors of the
corporation shall not adversely affect any right or protection of a Director or officer of the corporation existing at the
time of such amendment, repeal or modification.
Article IX.
AMENDMENTS
Section 9.01

Power of Shareholders

.

New Bylaws may be adopted or these Bylaws may be amended or repealed by the affirmative vote of a majority of the
outstanding shares entitled to vote or by the written consent thereof, except as otherwise provided by law or by the
Articles of Incorporation.
Section 9.02

Power of Directors

.

Subject to the right of shareholders as provided in Section 9.1 of these Bylaws, Bylaws other than a Bylaw or
amendment thereof specifying or changing a fixed number of Directors, or the minimum or maximum number of a
variable Board of Directors, or changing from a fixed to a variable Board of Directors or vice versa, may be adopted,
amended or repealed by the approval of the Board of Directors.
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CERTIFICATE OF SECRETARY

The undersigned hereby certifies that the undersigned is the duly elected, qualified, and acting Secretary of
Halozyme, Inc. and that the foregoing Amended and Restated Bylaws were adopted as the Bylaws of the corporation as
of May 15, 2009 by the Board of Directors of the corporation.
IN WITNESS WHEREOF, I have hereunder subscribed my name this 19 Day of May, 2009.

/s/ James Cartoni
James Cartoni, Secretary
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DEBTORS:
HALOZYME THERAPEUTICS, INC. and HALOZYME, INC.
SECURED PARTY: OXFORD FINANCE LLC,
as Collateral Agent
EXHIBIT A TO UCC FINANCING STATEMENT
Description of Collateral
The Collateral consists of all of each Debtor’s right, title and interest in and to the following personal property:
All goods, Accounts (including health-care receivables), Equipment, Inventory, contract rights or rights to
payment of money, leases, license agreements, franchise agreements, General Intangibles (except as noted below),
commercial tort claims, documents, instruments (including any promissory notes), chattel paper (whether tangible or
electronic), cash, deposit accounts and other Collateral Accounts, all certificates of deposit, fixtures, letters of credit
rights (whether or not the letter of credit is evidenced by a writing), securities, and all other investment property,
supporting obligations, and financial assets, whether now owned or hereafter acquired, wherever located; and
All Borrower’s Books relating to the foregoing, and any and all claims, rights and interests in any of the above
and all substitutions for, additions, attachments, accessories, accessions and improvements to and replacements,
products, proceeds and insurance proceeds of any or all of the foregoing.
Notwithstanding the foregoing, the Collateral does not include any Intellectual Property; provided, however, the
Collateral shall include all Accounts and all proceeds of Intellectual Property. If a judicial authority (including a U.S.
Bankruptcy Court) would hold that a security interest in the underlying Intellectual Property is necessary to have a
security interest in such Accounts and such property that are proceeds of Intellectual Property, then the Collateral shall
automatically, and effective as of the Effective Date, include the Intellectual Property to the extent necessary to permit
perfection of Collateral Agent’s security interest in such Accounts and such other property of Debtor that are proceeds of
the Intellectual Property. Further, the term “Collateral” shall not include (i) the Shares of Halozyme owned by Parent,
(ii) Excluded Accounts, and (iii) more than sixty-five percent (65.00%) of the Shares of any Foreign Subsidiary of
Borrower if Debtor demonstrates to Secured Party’s reasonable satisfaction that a pledge of more than sixty-five percent
(65.00%) of the Shares of such Foreign Subsidiary creates a present and existing adverse tax consequence to Debtor
under the U.S. Internal Revenue Code.
Pursuant to the terms of a certain negative pledge arrangement with Collateral Agent and the Lenders, Debtor has
agreed not to encumber any of its Intellectual Property.

162

Capitalized terms used but not defined herein have the meanings ascribed in the Uniform Commercial Code in
effect in the State of California as in effect from time to time (the “Code”) or, if not defined in the Code, then in the
Loan and Security Agreement by and between Debtor, Secured Party and the other Lenders party thereto (as modified,
amended and/or restated from time to time).
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FIRST AMENDMENT
TO
LOAN AND SECURITY AGREEMENT AND DISBURSEMENT LETTER
THIS FIRST AMENDMENT to Loan and Security Agreement and Disbursement Letter (this “ Amendment ”) is entered into as of
February 5, 2013, by and among OXFORD FINANCE LLC (“Oxford”) as collateral agent (in such capacity, the “ Collateral Agent ”), the
Lenders listed on Schedule 1.1 of the Loan Agreement or otherwise a party thereto from time to time including, without limitation, Oxford in its
capacity as a Lender, and SILICON VALLEY BANK (in such capacity, each a “Lender” and collectively, the “Lenders”), and HALOZYME
THERAPEUTICS, INC. , a Delaware corporation, and HALOZYME, INC. , a California corporation (individually and collectively, jointly
and severally, “ Borrower ”).
RECITALS
A.
Collateral Agent, Lenders and Borrower have entered into that certain Loan and Security Agreement dated as of December
28, 2012 (as the same may from time to time be amended, modified, supplemented or restated, collectively, the “ Loan Agreement ”). Lenders
have extended credit to Borrower for the purposes permitted in the Loan Agreement.

B. Collateral Agent, Lenders and Borrower have entered into that certain Disbursement Letter dated as of December 28, 2012 (as the
same may from time to time be amended, modified, supplemented or restated, collectively, the “ Disbursement Letter ”).
C. Borrower has requested that Collateral Agent and Lenders amend the Loan Agreement and the Disbursement Letter to make
certain revisions to the Loan Agreement and Disbursement Letter as more fully set forth herein.
D. Collateral Agent and Lenders have agreed to so amend certain provisions of the Loan Agreement and Disbursement Letter, but
only to the extent, in accordance with the terms, subject to the conditions and in reliance upon the representations and warranties set forth below.
AGREEMENT
NOW, THEREFORE, in consideration of the foregoing recitals and other good and valuable consideration, the receipt and adequacy
of which is hereby acknowledged, and intending to be legally bound, the parties hereto agree as follows:
1.
Agreement.

2.

Definitions. Capitalized terms used but not defined in this Amendment shall have the meanings given to them in the Loan

Amendment to Loan Agreement .

2.1

Section 13.1 (Definitions) . The following terms and their respective definitions hereby are amended in Section 13.1 of
the Loan Agreement as follows:
“ Amortization Date ” is February 1, 2014.
“ Maturity Date ” is January 1, 2017.

3.

Amendment to Disbursement Letter . The Disbursement Letter hereby is amended by replacing the Amortization Table with
the Amortization Table attached hereto as Exhibit A .
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4.

Limitation of Amendments.

4.1 The amendments set forth in Sections 2 and 3 , above, are effective for the purposes set forth herein and shall be
limited precisely as written and shall not be deemed to (a) be a consent to any amendment, waiver or modification of any other term or condition
of any Loan Document, or (b) otherwise prejudice any right or remedy which Collateral Agent or any Lender may now have or may have in the
future under or in connection with any Loan Document.
4.2

This Amendment shall be construed in connection with and as part of the Loan Documents and all terms, conditions,
representations, warranties, covenants and agreements set forth in the Loan Documents, except as herein amended, are hereby ratified and
confirmed and shall remain in full force and effect.

5.
Representations and Warranties. To induce Collateral Agent and Lenders to enter into this Amendment, Borrower hereby
represents and warrants to Collateral Agent and Lenders as follows:
5.1 Immediately after giving effect to this Amendment (a) the representations and warranties contained in the Loan
Documents are true, accurate and complete in all material respects as of the date hereof (except to the extent such representations and warranties
relate to an earlier date, in which case they are true and correct as of such date), and (b), no Event of Default has occurred and is continuing;
5.2

Borrower has the power and authority to execute and deliver this Amendment and to perform its obligations under the
Loan Agreement, as amended by this Amendment;

5.3 The organizational documents of Borrower most recently delivered to Collateral Agent and Lenders are true, accurate
and complete and have not been amended, supplemented or restated and are and continue to be in full force and effect;
5.4

The execution and delivery by Borrower of this Amendment and the performance by Borrower of its obligations under
the Loan Agreement, as amended by this Amendment, have been duly authorized;

5.5

The execution and delivery by Borrower of this Amendment and the performance by Borrower of its obligations under
the Loan Agreement, as amended by this Amendment do not and will not contravene (a) any law or regulation binding on or affecting Borrower,
(b) any contractual restriction with a Person binding on Borrower, (c) any order, judgment or decree of any court or other governmental or public
body or authority, or subdivision thereof, binding on Borrower, or (d) the organizational documents of Borrower;

5.6

The execution and delivery by Borrower of this Amendment and the performance by Borrower of its obligations under
the Loan Agreement, as amended by this Amendment do not require any order, consent, approval, license, authorization or validation of, or
filing, recording or registration with, or exemption by any governmental or public body or authority, or subdivision thereof, binding on
Borrower, except as already has been obtained or made; and

5.7

This Amendment has been duly executed and delivered by Borrower and is the binding obligation of Borrower,
enforceable against Borrower in accordance with its terms, except as such enforceability may be limited by bankruptcy, insolvency,
reorganization, liquidation, moratorium or other similar laws of general application and equitable principles relating to or affecting creditors’
rights.

6.

Counterparts. This Amendment may be executed in any number of counterparts and all of such counterparts taken together shall
be deemed to constitute one and the same instrument.
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7.
Effectiveness. This Amendment shall be deemed effective upon (a) the due execution and delivery to Collateral Agent and
Lenders of this Amendment; and (b) Borrower’s payment of all Lenders’ Expenses incurred through the date of this Amendment.
IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be duly executed and delivered as of the date first
written above.

COLLATERAL AGENT:
OXFORD FINANCE LLC

By: /s/ Mark Davis
Name: Mark Davis
Title: Vice President – Finance, Secretary & Treasurer

LENDERS:
OXFORD FINANCE FUNDING I, LLC
By: Oxford Finance LLC, as servicer
By:

/s/ Mark Davis

Name: Mark Davis
Title: Vice President – Finance, Secretary & Treasurer

OXFORD FINANCE FUNDING III, LLC
BORROWER:
By: Oxford Finance LLC, as servicer
HALOZYME THERAPEUTICS, INC.
By:

/s/ Mark Davis

Name: Mark Davis

By: /s/ Kurt Gustafson

Title: Vice President – Finance, Secretary & Treasurer

Name: Kurt Gustafson
Title: VP, CFO

SILICON VALLEY BANK
HALOZYME, INC.
By:

/s/ Kevin Wallace

Name: Kevin Wallace

By: /s/ Kurt Gustafson

Title: Relationship Manager

Name: Kurt Gustafson
Title: VP, CFO
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EXHIBIT A
AMORTIZATION TABLE

Oxford Finance & SVB
Amortization Table
Halozyme AA01
Start Date:
Interest
Rate:
Term:
Payment:

12/28/2012

Disclaimer:

7.55%
48

THIS IS A STANDARD AMORTIZATION
12IO + 36 PI

USED FOR PAYOFF
PURPOSES.

$933,875.60

Final
Payment: $2,550,000.00

SCHEDULE. IT IS NOT INTENDED TO BE

8.5%

Amount: 30,000,000.00
PMT

Payment

Beginning

Monthly

No.

Date

Balance

Payment

Ending
Interest

Principal

Balance
Interim
Interest

1/1/2013

Interim Interest Due - Billed Separately (See Last Tab)

$

30,000,000.00

1

2/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

2

3/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

3

4/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

4

5/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

5

6/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

6

7/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

7

8/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

8

9/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

9

10/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

10

11/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

11

12/1/2013

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

12

1/1/2014

$ 30,000,000.00 $

188,750.00 $

188,750.00 $

— $

30,000,000.00

13

2/1/2014

$ 30,000,000.00 $

933,875.60 $

188,750.00 $

745,125.60 $

29,254,874.40

14

3/1/2014

$ 29,254,874.40 $

933,875.60 $

184,061.92 $

749,813.68 $

28,505,060.71

15

4/1/2014

$ 28,505,060.71 $

933,875.60 $

179,344.34 $

754,531.26 $

27,750,529.45

16

5/1/2014

$ 27,750,529.45 $

933,875.60 $

174,597.08 $

759,278.52 $

26,991,250.93

17

6/1/2014

$ 26,991,250.93 $

933,875.60 $

169,819.95 $

764,055.65 $

26,227,195.28

18

7/1/2014

$ 26,227,195.28 $

933,875.60 $

165,012.77 $

768,862.83 $

25,458,332.45

19

8/1/2014

$ 25,458,332.45 $

933,875.60 $

160,175.34 $

773,700.26 $

24,684,632.19

18,875.00
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20

9/1/2014

$ 24,684,632.19 $

933,875.60 $

155,307.48 $

778,568.12 $

23,906,064.06

21

10/1/2014 $ 23,906,064.06 $

933,875.60 $

150,408.99 $

783,466.62 $

23,122,597.45

22

11/1/2014 $ 23,122,597.45 $

933,875.60 $

145,479.68 $

788,395.93 $

22,334,201.52

23

12/1/2014 $ 22,334,201.52 $

933,875.60 $

140,519.35 $

793,356.25 $

21,540,845.27

24

1/1/2015

$ 21,540,845.27 $

933,875.60 $

135,527.82 $

798,347.78 $

20,742,497.49

25

2/1/2015

$ 20,742,497.49 $

933,875.60 $

130,504.88 $

803,370.72 $

19,939,126.76

26

3/1/2015

$ 19,939,126.76 $

933,875.60 $

125,450.34 $

808,425.26 $

19,130,701.50

27

4/1/2015

$ 19,130,701.50 $

933,875.60 $

120,364.00 $

813,511.61 $

18,317,189.90

28

5/1/2015

$ 18,317,189.90 $

933,875.60 $

115,245.65 $

818,629.95 $

17,498,559.95

29

6/1/2015

$ 17,498,559.95 $

933,875.60 $

110,095.11 $

823,780.50 $

16,674,779.45

30

7/1/2015

$ 16,674,779.45 $

933,875.60 $

104,912.15 $

828,963.45 $

15,845,816.00

31

8/1/2015

$ 15,845,816.00 $

933,875.60 $

99,696.59 $

834,179.01 $

15,011,636.99

32

9/1/2015

$ 15,011,636.99 $

933,875.60 $

94,448.22 $

839,427.39 $

14,172,209.61

33

10/1/2015 $ 14,172,209.61 $

933,875.60 $

89,166.82 $

844,708.78 $

13,327,500.82

34

11/1/2015 $ 13,327,500.82 $

933,875.60 $

83,852.19 $

850,023.41 $

12,477,477.41

35

12/1/2015 $ 12,477,477.41 $

933,875.60 $

78,504.13 $

855,371.47 $

11,622,105.94

36

1/1/2016

$ 11,622,105.94 $

933,875.60 $

73,122.42 $

860,753.19 $

10,761,352.75

37

2/1/2016

$ 10,761,352.75 $

933,875.60 $

67,706.84 $

866,168.76 $

9,895,184.00

38

3/1/2016

$ 9,895,184.00 $

933,875.60 $

62,257.20 $

871,618.40 $

9,023,565.59

39

4/1/2016

$ 9,023,565.59 $

933,875.60 $

56,773.27 $

877,102.34 $

8,146,463.26

40

5/1/2016

$ 8,146,463.26 $

933,875.60 $

51,254.83 $

882,620.77 $

7,263,842.49

41

6/1/2016

$ 7,263,842.49 $

933,875.60 $

45,701.68 $

888,173.93 $

6,375,668.56

42

7/1/2016

$ 6,375,668.56 $

933,875.60 $

40,113.58 $

893,762.02 $

5,481,906.54

43

8/1/2016

$ 5,481,906.54 $

933,875.60 $

34,490.33 $

899,385.27 $

4,582,521.27

44

9/1/2016

$ 4,582,521.27 $

933,875.60 $

28,831.70 $

905,043.91 $

3,677,477.36

45

10/1/2016 $ 3,677,477.36 $

933,875.60 $

23,137.46 $

910,738.14 $

2,766,739.22

46

11/1/2016 $ 2,766,739.22 $

933,875.60 $

17,407.40 $

916,468.20 $

1,850,271.02

47

12/1/2016 $ 1,850,271.02 $

933,875.60 $

11,641.29 $

922,234.31 $

928,036.70

48

1/1/2017

933,875.60 $

5,838.90 $

928,036.70 $

—

Final

1/1/2017

$

928,036.70 $
Final Payment $

2,550,000.00 $ 2,550,000.00 $

Totals $ 38,434,521.68 $

—

8,434,521.68 $ 30,000,000.00
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Consent of Independent Registered Public Accounting Firm
We consent to the incorporation by reference in the following Registration Statements:
(1) Registration Statement (Form S-3 No. 333-120448) of Halozyme Therapeutics, Inc.,
(2) Registration Statement (Form S-3 No. 333-179444) of Halozyme Therapeutics, Inc.,
(3) Registration Statement (Form S-8 No. 333-119969) pertaining to the Halozyme Therapeutics, Inc. 2004 Stock Plan and
Nonstatutory Stock Option Agreement with Andrew Kim and Assumed Options Under the Deliatroph Pharmaceuticals, Inc.
Amended and Restated 2001 Stock Plan of Halozyme Therapeutics, Inc.,
(4) Registration Statement (Form S-8 No. 333-133829) pertaining to the Halozyme Therapeutics, Inc. 2005 Outside Directors’ Stock
Plan and Halozyme Therapeutics, Inc. 2006 Stock Plan of Halozyme Therapeutics, Inc.,
(5) Registration Statement (Form S-8 No. 333-152914) pertaining to the Halozyme Therapeutics, Inc. 2008 Outside Directors’ Stock
Plan and Halozyme Therapeutics, Inc. 2008 Stock Plan of Halozyme Therapeutics, Inc., and
(6) Registration Statement (Form S-8 No. 333-174013) pertaining to the Halozyme Therapeutics, Inc. 2011 Stock Plan of Halozyme
Therapeutics, Inc.;
of our reports dated February 28, 2013 , with respect to the consolidated financial statements of Halozyme Therapeutics, Inc. and
the effectiveness of internal control over financial reporting of Halozyme Therapeutics, Inc. included in this Annual Report (Form 10K) of Halozyme Therapeutics, Inc. for the year ended December 31, 2012 .

/s/ Ernst & Young LLP

San Diego, California
February 28, 2013

EXHIBIT 31.1
CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
I, Gregory I. Frost, Ph.D., Chief Executive Officer of Halozyme Therapeutics, Inc. certify that:
1.

I have reviewed this Annual Report on Form 10-K of Halozyme Therapeutics, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the Registrant as of, and for, the periods presented in this report;

4.

The Registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the Registrant and have:

5.

Date:

a)

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the Registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

b)

designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c)

evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our conclusion
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

d)

disclosed in this report any change in the Registrant’s internal control over financial reporting that occurred during the
Registrant’s most recent fiscal quarter (the Registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the Registrant’s internal control over financial reporting; and

The Registrant’s other certifying officers and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the Registrant’s auditors and the audit committee of the Registrant’s board of directors (or persons performing the
equivalent functions):
a)

all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the Registrant’s ability to record, process, summarize and report financial information;
and

b)

any fraud, whether or not material, that involves management or other employees who have a significant role in the
Registrant’s internal control over financial reporting.

February 28, 2013

/s/ Gregory I. Frost, Ph.D.
Gregory I. Frost, Ph.D.
President and Chief Executive Officer

EXHIBIT 31.2
CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
I, Kurt A. Gustafson, Chief Financial Officer of Halozyme Therapeutics, Inc. certify that:
1.

I have reviewed this Annual Report on Form 10-K of Halozyme Therapeutics, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the Registrant as of, and for, the periods presented in this report;

4.

The Registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the Registrant and have:

5.

a)

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the Registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

b)

designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c)

evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our conclusion
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

d)

disclosed in this report any change in the Registrant’s internal control over financial reporting that occurred during the
Registrant’s most recent fiscal quarter (the Registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the Registrant’s internal control over financial reporting; and

The Registrant’s other certifying officers and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the Registrant’s auditors and the audit committee of the Registrant’s board of directors (or persons performing the
equivalent functions):
a)

all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the Registrant’s ability to record, process, summarize and report financial information;
and

b)

any fraud, whether or not material, that involves management or other employees who have a significant role in the
Registrant’s internal control over financial reporting.

Date: February 28, 2013

/s/ Kurt A. Gustafson
Kurt A. Gustafson
Vice President, Chief Financial Officer

EXHIBIT 32
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 Halozyme Therapeutics, Inc. (the “Registrant”) on Form 10-K for the fiscal year ended December 31,
2012 , as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Gregory I. Frost, Ph.D., Chief Executive
Officer of the Registrant, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002,
that, to the best of my knowledge:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m); and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Registrant.

Dated: February 28, 2013

/s/ Gregory I. Frost, Ph.D.
Gregory I. Frost, Ph.D.
President and Chief Executive Officer

In connection with the Annual Report of Halozyme Therapeutics, Inc. (the “Registrant”) on Form 10-K for the fiscal year ended December 31,
2012 , as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Kurt A. Gustafson, Chief Financial Officer of
the Registrant, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to the
best of my knowledge:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m); and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Registrant.

Dated: February 28, 2013

/s/ Kurt A. Gustafson
Kurt A. Gustafson
Vice President, Chief Financial Officer

