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PART I

Item 1. Business

This Annual Report on Form 10-K contains forwardlimg statements regarding our business, financial
condition, results of operations and prospects. #fg@uch as “expects,” “anticipates,” “intends,” “@ns,”
“believes,” “seeks,” “estimates,” “thinks,” “may,” “could,” “will,” “would,” “should,” “continues,” “p  otential,”
“likely,” “opportunity” and similar expressions owariations of such words are intended to identifyMard-looking
statements, but are not the exclusive means ofifigag forward-looking statements in this Annuad®rt.
Additionally, statements concerning future matsarsh as the development or regulatory approvalesy products
enhancements of existing products or technologfirsl party performance under key collaboration agments,
revenue and expense levels and other statemeragedieg matters that are not historical are forwalabking
statements.

”ou ” i, ” ow ” o ”u

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

Overview

We are a biopharmaceutical company dedicated tdetielopment and commercialization of recombinant
human enzymes that either transiently modify tiasuder the skin to facilitate injection of otheetapies or correct
diseased tissue structures for clinical benefit. €isting products and our products under devetograre based
primarily on intellectual property covering the fdyrof human enzymes known as hyaluronidases.

Our operations to date have involved: (i) orgargzamd staffing our operating subsidiary, Halozyme,;
(i) acquiring, developing and securing our tecloggt (iii) undertaking product development for @xisting
products and a limited number of product candidaed (iv) supporting the development of partngremtiuct
candidates. We continue to increase our focus opayprietary product pipeline and have expandedstments in
our proprietary product candidates. We currentlyeh@ultiple proprietary programs in various stagesesearch
and development. In addition, we have enteredarkey partnership with F. Hoffmann-La Roche, Ltd an
Hoffmann-La Roche, Inc., or Roche, to apply Enha@MZEechnology to Roche’s biological therapeutic comutsu
for up to eight targets. We also have a key pastiiprwith Baxter Healthcare Corporation, or Baxterapply
Enhanze Technology to Baxter’s biological therajpeempound, GAMMAGARD LIQUID™ . In January 2011,
we and Baxter mutually agreed to terminate a pestige between Baxter and us, under which Baxtemvatdwide
marketing rights for HYLENEX®, a registered trademark of Baxter Internationat, There are two marketed
products that utilize our technology: HYLENEX, adyronidase human injection used as an adjuvagritance th
dispersion and absorption of other injected drugsfauids, and Cumulas®, a product used fan vitro fertilization,
or IVF. Currently, we have received only limited/eaue from the sales of API to the third party thatduces
Cumulase, in addition to other revenues from outmgaships with Baxter and Roche.

In February 2007, we and Baxter amended certastirgiagreements relating to HYLENEX and enteréd &
new agreement for kits and formulations with rHuRH@ the HYLENEX Partnership. In October 2009, &ax
commenced the commercial launch of HYLENEX recorabitn(hyaluronidase human injection). Because dquort
of the HYLENEX manufactured by Baxter was not imgaiance with the requirements of the underlying
HYLENEX agreements, HYLENEX was voluntarily recallsn May 2010. In May 2010, we delivered a notite o
breach to Baxter due to Baxter’s failure to mantufiec HYLENEX in accordance with the terms of exigti
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development and supply contracts. In August 20amnounced the withdrawal, without prejudice hef notice o
breach to Baxter. We have been in communicatioh thi¢ U.S. Food and Drug Administration, or FDAd drave
provided them materials relating to the root caarset remediation plans. We are also generatingrdgtsested by
the FDA and currently expect, pending regulatorjew and approval, that we could reintroduce thedpct in the
second half of 2011.

Effective January 7, 2011, we and Baxter mutuatisead to terminate the HYLENEX Partnership and the
associated agreements. In addition, the partieedgo endeavor in good faith to negotiate, by IApr2011, one or
more definitive agreements setting forth the sewi be provided by the respective parties duaitrgnsition
period including, without limitation, Baxter’'s mafiagture of an interim supply of Standalone Prodastdefined in
the HYLENEX Development and Supply Agreement) pallmutually acceptable terms and conditions. The
termination of these agreements does not affeatttier relationships between the parties, includiregapplication
of Halozyme’s Enhanze Technology to Baxter's GAMMARD LIQUID.

On August 12, 2010, we announced the issuance ibéd)Btates Patent No. 7,767,429 (the 429 Pajent”
claiming recombinant human hyaluronidase. Claimiégohuman PH20 glycoprotein, PEGylated variahts, t
glycoprotein produced by recombinant methods, drairpaceutical compositions with other agents, ihiclg
antibodies, insulins, cytokines, anti-infectivesl @uditional therapeutic classes were awardedsmtitent and
additional claims are in prosecution. This pateititvot expire until September 23, 2027. A Europeannterpart
patent, EP1603541, was also granted to us on Nosefrih 2009. On August 13, 2010, however, we lghthat an
opposition to this patent was filed with the Eurapéatent Office. We plan on contesting the opjmrsivith
written submissions to the European Patent Offizkvae expect to obtain European patent protectiahis equal ¢
superior to the claims issued in the '429 patehe European patent provides protection until M&r,c?024.

In October 2010, we completed a corporate reorgéiniz to focus our resources on advancing our core
proprietary programs and supporting strategic radés with Roche and Baxter. This reorganizationolted in a
reduction in the workforce of approximately 25 marcprimarily in the discovery research and précdihareas.

On December 2, 2010, Jonathan E. Lim, M.D. resigreeBresident, Chief Executive Officer and a memober
the Board of Directors (“Board”) of Halozyme. Ond@enber 2, 2010, the Board appointed Gregory |.tFRIED.,
our then Vice President and Chief Scientific Offie@d Director, to serve as our President and Ghietutive
Officer. On the same day, we appointed H. Michdedgard, Ph.D., our then Vice President, Discovergdarch, to
serve as our Vice President and Chief Scientifibcer.

We and our partners have product candidates iregearch, preclinical and clinical stages, butritevenues
from the sales and/or royalties of these produetliickates will depend on our partners’ abilities ands to develop,
manufacture, obtain regulatory approvals for aratessfully commercialize product candidates. It iayears, if
ever, before we and our partners are able to obtgimlatory approvals for these product candidatéshave
incurred net operating losses each year since timcepvith an accumulated deficit of approximat8B25.3 million
as of December 31, 2010.

In January 2010, we filed a shelf registrationestadnt on Form S-3 (Registration No. 333-164215¢tvhi
allows us, from time to time, to offer and selltopb100.0 million of equity or debt securities.September 2010,
we sold approximately $60.2 million of our commdack in an underwritten public offering at a neicprof $7.25
per share. We may utilize this universal shelhia tuture to raise capital to fund the continuedettspment of our
product candidates, the commercialization of oodpcts or for other general corporate purposes.

We reincorporated from the State of Nevada to theeDf Delaware in November 2007. Our principdices
and research facilities are located at 11388 Stwiéalley Road, San Diego, California 92121. Olepbone
number is (858) 794-8889 and our e-mail addresgagd halozyme.com Additional information about the
Company can be found on our website at www.halozgome, and in our periodic and current reports fikath the
Securities and Exchange Commission, or SEC. Cagiear current and periodic reports filed with BEC are
available at the SEC Public Reference Room at 40 treet, N.W., Washington, D.C. 20549, and oalat
www.sec.gov and our website at www.halozyme.com.




Table of Contents

Technology

Our primary technology is based on our proprietagombinant human PH20 enzyme, or rHUPH20, a human
synthetic version of hyaluronidase. Hyaluronidee@senzymes (proteins) that break down hyalurooaHA,
which is a naturally occurring space-filling, gidd substance that is a major component of botmabtissues
throughout the body, such as skin and cartilage: admormal tissues such as tumors. The PH20 enizyane
naturally occurring enzyme that temporarily degeaHé,, thereby facilitating the penetration and wkibn of other
drugs and fluids that are injected under the skiim ¢he muscle. Our proprietary rHuPH20 technolaggpplicable
to multiple therapeutic areas and may be usedttodxpand existing markets and create new oneséor
development of our own proprietary products. ThaPH20 technology may also be applied to existird) an
developmental products of third parties through pastnerships and other collaborations.

Strategy

We are dedicated to the development and commeraiain of recombinant human enzymes that either
transiently modify tissue under the skin to faaikt injection of other therapies or correct disddssue structures
for clinical benefit. By expanding upon our sciéintexpertise in the extracellular matrix, or Matrive hope to
develop therapeutic and aesthetic drugs. Our leagnee, rHUPH20 hyaluronidase, facilitates the @ginof drugs
and fluids through the Matrix and into circulatiohluPH?20 is the underlying drug delivery technolagyoth
HYLENEX and Enhanze Technology. We continue to seaks to combine rHUPH20 with previously approved
drugs to develop new proprietary products, witheptially new patent protection.

We are also expanding our scientific work in thetii4sby developing other enzymes and agents thigeta
unique aspects of the Matrix, giving rise to potimiew molecular entities targeting indicationsmdocrinology,
oncology and dermatology. For instance, we areldpirgg a formulation of rHUPH20 and insulin for ttreatment
of diabetes mellitus. We are also developing a R&@g version of the rHUPH20 enzyme, or PEGPH241, [dsts
longer in the bloodstream, and may therefore b&dtget solid tumors by clearing away the surrongdilA and
reducing the interstitial fluid pressure within mgalant tumors to allow better penetration by chdrampeutic
agents. In addition, we are developing a Matrix-ifydalg enzyme that targets components of the skith a
subcutaneous tissues that may have both theramewttiaesthetic applications within dermatology. léspects of
our corporate strategy include the following:

« Develop our own proprietary products based on é12Penzyme and other new molecular entit

Seek partnerships for our Enhanze Technology deligety platform;

Support product development and commercializatimaten our Roche Enhanze Technology collabora

¢ Support product development and commerciatinainder our Baxter BioScience Enhanze Technology
collaboration; an

Reintroduce HYLENEX to the marke
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Products and Product Candidates

We have two marketed products and multiple prodantidates targeting several indications in vargiages
of development. The following table summarizes paprietary products and product candidates asagediur
partnered product candidates:

Rescarch!

Products and Therapentic Usef Pre- Filed for | Marketed
Product Candidates Area Indication{s) | Chnical Phase 1 Phase 2 Phase 3 | Approval | Product
Praprietary Product Candidates
Ultrafast Insuln:

Insulin-PH20 Endocrninology |Diabetes
Analog-PH240 Endocrinology | Diabetes
PEGPH2ID Oncology Solid mumors
HTT-5411 Dermatology | Acsthetic
medicing,
other
Partnered Product Candidates
Foche (up 1o & targass:
Subcutancous
Heroeptin & Oncology Breast cancer
Subcutanzous Oneology Mon-
MahThera Hodgkin's
Ivmphoma
Subcutancous Anti- Rheumaroid
Actemrak Inflammatory  |arthritis

Baxter BioScience | Immunology | Primary
H-LQ IRTLO=

{immunoglabulin deficiency
with tHuPH2 )
Approved Products
HYLEMNEX Various Peptide, small
molecule and
fluid delivery
Cumulase In vitro Intracvio-
fertilization plasmic sperm
injection

(IKIE

Ultrafast Insulin Program

Our lead proprietary program focuses on the fortmreof rHuPH20 with prandial (mealtime) insulire the
treatment of diabetes mellitus. Diabetes mellituan increasingly prevalent, costly condition agged with
substantial morbidity and mortality. Attaining améintaining normal blood sugar levels to minimize tong-term
clinical risks is a key treatment goal for diabgtatients. Combining rHUPH20 with regular insuboigh
combinations are referred to as “Insulin-PH20"paapid acting analog insulin, i.e., insulin lisgktumalog®),
insulin aspart (Novolo@ ) and insulin glulisine (Apidr&) (such combinations are referred to as “Analog-PH2
facilitates faster insulin dispersion in, and alpsion from, the subcutaneous space into the vascatapartment
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leading to faster insulin response. By making nimalinsulin onset faster, i.e., providing earliesulin to the blood
and thus earlier glucose lowering activity, a camalion of insulin with rHUPH20 may yield a betteofile of
insulin effect, more like that found in healthy mdiabetic people.

The primary goal of our ultrafast insulin prograsrté develop a best-in-class insulin product, with
demonstrated clinical benefits for type 1 and Deias mellitus patients, in comparison to the ecurséandard of
care analog products. With a more rapidly absorfaeter acting insulin product, we seek to demaitstone or
more significant improvements relative to existireptment, such as improved glycemic control, lgmglycemia
and less weight gain. A number of Phase 1 and Phabeical pharmacology trials and registratioaltenabling
treatment studies in connection with our ultrafastilin program have been completed and are ongmipianned,
that will investigate the various attributes of asulin product candidates. The status of sonteede trials is
summarized below:

¢ In January 2011, we initiated an insulin pustydy that utilizes rHUPH20 combined with two connonedly
available mealtime insulin analogs: insulin aspad insulin glulisine. Patients with type 1 dialsetarolled
in these pump studies will receive the insulin agadlone and the Analog-PH20 combination for tltkegs
each. Data for pharmacokinetic and glucodynamicsmes as well as safety and tolerability will béexded
and compared for each treatment. The double-bliassover pump study will enroll approximately 36yl
diabetes patients who already receive their inghkmapy with a pump. Patients will receive subcetas
continuous infusions of either insulin aspart aland insulin aspart with rHuPH20 for 72 hours eaich
insulin glulisine alone and insulin glulisine witHuPH20 for 72 hours each. The primary endpoirthef
study is a comparison of the early insulin exposisreneasured by the area under the curve duriniy$hé0
minutes following a bolus infusion of insulin dedred by a pump. Various pharmacokinetic and
glucodynamic measures including+x, T max, glucose infusion rates, glycemic response todstahmeal
challenges, and area under the curve at specifiedihtervals will also be measured. An evaluatibthe
safety and local tolerability of the analogs wittdavithout rHUPH20 will also be performed. We cuthg
expect that results from the study will be avaidatoir presentation at a scientific forum by -2011.

¢ In January 2011, we completed patient enrailnfi@r two randomized doublelind Phase 2 clinical trials th
utilize our rHUPH20 in combination with the two ¢itag commercially available mealtime analogs: iimsul
aspart and insulin lispro. Diabetes patients eedalh these cross-over design studies receivesattirin
analog alone and the Analog-PH20 treatment for é2ks each. Previous studies have demonstratethéhat
coinjection of rHUPH20 with an insulin analog résuh a more physiologic fast-in, fast-out profihat
enhances the mealtime glycemic control for eactiogndhese Phase 2 clinical trials, one in typeabetes
patients and the other in type 2 patients, will pane two ultrafast insulin analog products formeditvith
rHUPH20 to an active comparator, Humalog. Eachystumlolled approximately 110 patients and begah wit
a 4 to 6 week titration period where patients optéd their basal insulin dosing. Patients then oanided to
receive either the Lispro-PH20 or Aspart-PH20 itigegional study drugs and the active comparataeth
times daily for 12 weeks each in a random sequértoe primary endpoint of each study will be a corigma
of improved glycemic control, as assessed by tlamgé in glycemic control from baseline. Data regayd
postprandial glucose levels, the proportion ofgas that safely achieve glycemic control target®s of
hypoglycemia, weight change and additional endgaiill be collected

¢ In August 2010, we completed a Phase 2 clini@d to compare regular insulin with rHUPH20ligpro
alone. After a one-month observation period theluitled dose optimization, patients were randomiaed
regular insulin with rHUPH20 or lispro and treatedthree months. At the end of three months, pidigvere
crossed over to the other study treatment for andtiree months. This study was designed to evathat
safety and efficacy of Insulin-PH20 relative tatanslard of care therapy, Humalog. The resultsisfgtudy
were presented at the Tenth Annual Diabetes TeoggdVleeting, November 2010, in Bethesda, Maryl:

¢ In March 2010, we completed a Phase 2 clirstadly in patients with type 2 diabetes mellitusisT
randomized cro:-over design study was designed to compare the rpostial glycemic excursior
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following a standardized test meal for threettresmt regimens: insulin lispro with rHUPH20, regula
insulin with rHUPH20 and lispro alone, each deldeat an individually optimized dose. The clinitél
results showed that injection of insulin lisprolwiHuPH20 reduces both hyperglycemic excursions and
incidence of hypoglycemia relative to insulin lism@lone, and that the optimum dose of insulin bspas
reduced when coinjected with rHUPH20. The resutisfthis study were presented at the American
Diabetes Association, or ADA, 70th Scientific Sessiin Orlando in June 2010 and at the 46th Annual
Meeting of the European Association for the Stutipiabetes, or EASD, in Stockholm, Sweden in
September 201(

e In February 2010, we completed a Phase 1cdistudy designed to assess the effects of tmemaed
prandial insulin analogs administered with rHuPH®2fnhpared to each of the analogs alone, each dedivar
a standardized dose. This randomized, six-way avess design, euglycemic clamp study compared the
postprandial pharmacokinetics and glucodynamide@fnsulin analogs with and without rHUPH20. The
clinical trial results showed that the additiorrldfilPH20 to three different mealtime insulin analogs
accelerated their absorption. The accelerationywred by the coadministration of rHuUPH20 produced
significantly more pronounced insulin action durthg first two hours after injection followed byreore
rapid diminution of insulin effects compared to #ealogs alone. The coinjection of PH20 with lisaspart
and glulisine results in a more physiologic fastfast-out profile and accelerates the glucodynamic pedbi
each analog. The results from this study were pilesented at the ADA 70th Scientific Sessions ila@o
in June 2010 and the 46th Annual Meeting of the BASStockholm, Sweden in September 2(

PEGPH20

We are investigating a PEGylated version of rHUPHRGBPEGPH20, a new molecular entity, as a caneliftat
the systemic treatment of tumors rich in HA. PE@wlarefers to the attachment of polyethylene glyomur
rHUPH20 enzyme, which extends its half life in bhe@od from less than one minute to approximately
48-72 hours. An estimated 20% to 30% of solid tisnicluding prostate, breast, pancreas and camuymulate
significant amounts of HA that surrounds and cdkiersurface of the tumor cells. The quantity of ptaduced by
the tumor correlates with increased tumor growtth metastasis and has been linked with tumor pregnesn som
studies.

In preclinical studies, PEGPH20 has been showrepdete HA in cell culture and in animal models afifan
cancer. The PEGPH20-mediated depletion of HA indlumodels results in significant inhibition of tungrowth
when used as a single agent, and it greatly eneaheeampact of chemotherapy. The increased effichc
chemotherapy results from a great influx of drum tumor tissue as the HA is removed. This effecgecific for
the tumor microenvironment, and is not observedommal tissues. Repeat dosing with PEGPH20 prodaced
sustained depletion of HA in the tumor microenvir@nt. For tumor models that did not produce HA pghesence
of PEGPH20 had no effect. Administration of the bimation of PEGPH20 with docetaxel, liposomal damcin
and gemcitabine in HA-producing animal tumor mogetsduced a significant survival advantage for the
combination relative to either chemotherapeutimagéone.

In the first quarter of 2009, we initiated a Phasdinical trial for our PEGPH20 program. This fins human
trial with PEGPH20 is a dosescalation, multicenter, pharmacokinetic and phaodgnamic, safety study, in whi
patients with advanced solid tumors are receiuntigavenous administration of PEGPH20 as a singtetad@ased
on initial data from this trial, and after constitta with the FDA, lower doses of PEGPH20 are nowplyed at a
lower dosing frequency. The study is actively elimgland in a dose escalation phase. In July 2@&0nitiated a
second Phase 1 clinical trial with PEGPH20 in tieatment of solid tumors. This trial incorporaties tise of oral
dexamethasone as a pretreatment for all patieittstprreceiving intravenous administration of PEP. The
second Phase 1 study is ongoing and actively émgoll

Enhanze Technology

Enhanze Technology, a proprietary drug deliveryagekement platform using rHUPH20, is a broad teagyol
that we have licensed to other pharmaceutical cormpaWhen formulated with other injectable drugshanze
Technology can facilitate the subcutaneous disperand absorption of these drugs. Molecules as lasg200
nanometers may pass freely through the Matrix, whécovers its normal density within approximat@dyhours,
leading to a drug delivery platform which does petmanently alter the architecture of the skin. phiecipal focus
of our Enhanze Technology platform is the use afRH20 to facilitate subcutaneous route of admiaitn




Table of Contents

for large molecule biological therapeutics, som&hbich currently require intravenous administratiBotential
benefits of subcutaneous administration of thegkgics include life cycle management, patient emence,
reductions in infusion reactions and lower admiaistn costs.

We currently have Enhanze Technology partnershitis Roche and Baxter and we are currently pursuing
additional partnerships with biopharmaceutical cames that market or develop drugs that could liefnem
injection via the subcutaneous route of adminigtnat

Roche Partnership

In December 2006, Halozyme and Roche entered mirhanze Technology partnership, or the Roche
Partnership. Under the terms of the Roche PartierRioche obtained a worldwide, exclusive licersddvelop an
commercialize product combinations of rHUPH20 withto thirteen Roche target compounds resulting ftioe
collaboration. Roche initially had the exclusivghti to apply rHuUPH20 to only three pre-defined Roblologic
targets with the option to exclusively develop andhmercialize rHUPH20 with an additional ten tasg&oche
elected to add a fourth exclusive target in Decar@b88 and a fifth exclusive target in June 2002010 Roche
did not pay the annual license maintenance feéverof the remaining eight additional target sldts.a result,
Roche currently retains the option to exclusivedyelop and commercialize rHUPH20 with an additiachege
targets through the payment of annual license reaartce fees. Pending the successful completioarafus
clinical, regulatory and sales events, Roche vélbbligated to make milestone payments to us, dsaseoyalty
payments on the sales of products that result frenpartnership.

Compounds directed at three of the Roche excluaigets have previously commenced clinical triéiiso
compounds (subcutaneous Herceftand subcutaneous MabThé&raare in Phase 3 clinical trials and one
compound (subcutaneous Acterfirphas completed a Phase 1 clinical trial.

In October 2009, Roche commenced its first Phadmi®al trial for a compound directed at an exalagarget
and in December 2010, the enrollment for this stwdg completed. This Phase 3 clinical trial isdor
subcutaneously delivered version of Roshanticancer biologic, Herceptin (trastuzumab). Stiuely will investigat:
the pharmacokinetics, efficacy and safety of sudmoebus Herceptin in patients with HER2-positiveabteancer as
part of adjuvant treatment. Herceptin is approwettdat HER2-positive breast cancer and currestlyivien
intravenously. Breast cancer is the most commogaraamong women worldwide. Each year, more thamation
new cases of breast cancer are diagnosed worldaidenearly 400,000 people will die of the diseaseually. In
HER2-positive breast cancer, increased quantifiisecoHER2 protein are present on the surface®tdmor cells.
This is known as ‘HER2 positivity’ and affects appimately 20-25% of women with breast cancer. Rduwe
stated that they expect to file for regulatory awat of subcutaneous Herceptin in 2012.

In February 2011, Roche began a Phase 3 cliniaafdr a subcutaneous formulation of MabTheraugiinab).
The study will investigate pharmacokinetics, effigand safety of MabThera SC. Intravenously adrténésl
MabThera is approved for the treatment of non-Haughymphoma (NHL) and Chronic Lymphocytic Leukemi
(CLL), types of cancer that affects lymphocyteswbite blood cells. An estimated 66,000 new cased¢Hl were
diagnosed in the U.S. in 2009 with approximatel$,000 new cases reported worldwide.

In 2009, Roche completed a Phase 1 clinical tombfsubcutaneous formulation of Actemra. Thid tria
investigated the safety and pharmacokinetics of staimeous Actemra in patients with rheumatoid aighiThe
results from this Phase 1 trial suggest that furgixploration may be warranted. Actemra administénéravenousl:
is approved for the treatment of rheumatoid aithriRoche is separately developing a subcutanewosdf Actemr:
that does not use rHUPH20 and is being investigatedeekly or biweekly administration.

Additional information about the Phase 3 subcutasdderceptin and Phase 3 subcutaneous MabTheieatlin
trials can be found at www.clinicaltrials.gov andw.roche-trials.com.

Baxter Gammagard Partnership

GAMMAGARD LIQUID is a current Baxter product that indicated for the treatment of primary
immunodeficiency disorders associated with defecthe immune system. In September 2007, Halozymde a
Baxter entered into an Enhanze Technology partigerehthe Gammagard Partnership. Under the tefrtisi®
partnership, Baxter obtained a worldwide, exclusisense to develop and commercialize product coatimns of
rHUPH20 with GAMMAGARD LIQUID, or HyQ. Pending theuccessful completion of various regulatory and
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sales milestones, Baxter will be obligated to mallestone payments to us, as well as royalty paysnem the sale
of products that result from the partnership. Baideesponsible for all development, manufacturiigpical,
regulatory, sales and marketing costs under then@agard Partnership, while we will be responsibletti@ supply
of the rHUPH20 enzyme. In addition, Baxter hasaienproduct development and commercialization @ians in
major markets identified in the Gammagard Licetsdanuary 2011, Baxter announced the completianRifiase
clinical trial for HyQ. Baxter has stated that thexpect to file for regulatory approval of HyQ i612.

HYLENEX Partnership

HYLENEX is a formulation of rHuPH20 that, when injed under the skin, enhances the dispersion and
absorption of other injected drugs or fluids. Irbfeeary 2007, Halozyme and Baxter amended certastiey
agreements relating to HYLENEX and entered intoHlYe.ENEX Partnership for kits and formulations with
rHUPH20. Pending the successful completion of @s@f regulatory and sales events, Baxter woula Heeen
obligated to make milestone payments to us, asagealbyalty payments on the sales of productsrésadt from the
partnership. Baxter was responsible for developpreanufacturing, clinical, regulatory, sales andkating costs
of the products covered by the HYLENEX Partnersiffe. supplied Baxter with API for HYLENEX, and Bakte
prepared, filled, finished and packaged HYLENEX &ett it for subsequent distribution.

In October 2009, Baxter commenced the commeraigida of HYLENEX recombinant (hyaluronidase human
injection) for use in pediatric rehydration at #@09 American College of Emergency Physicians (ACEekentific
assembly. In addition, under the HYLENEX PartngusBiaxter had a worldwide, exclusive license toalep and
commercialize product combinations of rHUPH20 vidtixter hydration fluids and generic small moleadriegs,
with the exception of combinations with (i) bisppbsnates, (ii) cytostatic and cytotoxic chemothetsje agents
and (i) proprietary small molecule drugs, thehtigto which had been retained by Halozyme.

Because a portion of the HYLENEX manufactured byxtBawas not in compliance with the requirements of
the underlying HYLENEX agreements, HYLENEX was vatarily recalled in May 2010. In May 2010, we
delivered a notice of breach to Baxter due to Béxfailure to manufacture HYLENEX in accordancdtwihe
terms of existing development and supply contréltte. notice was sent after Baxter informed us ahaortion of
the HYLENEX manufactured by Baxter was not in coianpte with the requirements of the underlying agrests
with Baxter. In August 2010, we announced the wilahl, without prejudice, of the notice of breaotBaxter. We
have been in communication with the FDA and hawwided them materials relating to the root causk an
remediation plans. We are also generating dateestgd by the FDA and currently expect, pending leggry
review and approval, that we could reintroduceptzaluct in the second half of 2011.

Effective January 7, 2011, we and Baxter mutuatisead to terminate the HYLENEX Partnership and the
associated agreements. In addition, the partiesedgo endeavor in good faith to negotiate, by IAr2011, one or
more definitive agreements setting forth the sewi be provided by the respective parties duaitrgnsition
period including, without limitation, Baxter’'s mafiagture of an interim supply of Standalone Prodastdefined in
the HYLENEX Development and Supply Agreement) pallmutually acceptable terms and conditions. The
termination of these agreements does not affeatttier relationships between the parties, includiregapplication
of Halozyme’s Enhanze Technology to Baxter's GAMMARD LIQUID.

Cumulase

Cumulase is aex vivo(used outside of the body) formulation of rHuPH&0dplace the bovine (bull) enzyme
currently used for the preparation of oocytes (gggser to IVF during the process of intracytoplasrperm
injection (ICSI), in which the enzyme is an essgirdbomponent. Cumulase strips away the HA thabsuas the
oocyte, allowing the clinician to then perform &SI procedure.

Patents and Proprietary Rights

Patents and other proprietary rights are essdnt@lr business. Our success will depend in padusrability
to obtain patent protection for our inventionspteserve our trade secrets and to operate withéninging the
proprietary rights of third parties. Our strategya actively pursue patent protection in the UhBates and certain
foreign jurisdictions for technology that we beleto be proprietary to us and that offers us aniaiecompetitive
advantage. Our patent portfolio includes nine idspatents, one granted European patent and a nwhpending
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patent applications. We are the exclusive licemddle University of Connecticut under a patentexovg the DNA
sequence that encodes human hyaluronidase. Tleistatpires in 2015. We have a patent pertainirrg¢ombinar
human hyaluronidase which expires in 2027 and éurglatent applications that relate to the recomtihaman
hyaluronidase and methods of using and manufagtwecombinant human hyaluronidase (expiration dttvh
applications can only be determined upon maturatiarur issued patents). We believe our patemg#irepresent a
barrier to entry for potential competitors lookittgutilize these hyaluronidases.

In addition to patents, we rely on unpatented tisetwets, proprietary know-how and continuing tedbgical
innovation. We seek protection of these trade $gegpeoprietary know-how and innovation, in pantough
confidentiality and proprietary information agreertse Our policy is to require our employees, divest
consultants, advisors, partners, outside scierddilaborators and sponsored researchers, othésaash\and other
individuals and entities to execute confidentialifreements upon the start of employment, conguttirother
contractual relationships with us. These agreenmotade that all confidential information develaper made
known to the individual or entity during the coursfehe relationship is to be kept confidential arud disclosed to
third parties except in specific circumstanceghicase of employees and some other partiesgteeraents
provide that all inventions conceived by the indisal will be our exclusive property. Despite the o these
agreements and our efforts to protect our intalglgbroperty, there will always be a risk of unauibed use or
disclosure of information. Furthermore, our tradersts may otherwise become known to, or be indigsty
developed by, our competitors.

We also file trademark applications to protectrtaenes of our products and product candidates. These
applications may not mature to registration and baghallenged by third parties. We are pursuiademark
protection in a number of different countries ardtime world. There can be no assurances that eegisor
unregistered trademarks or trade names of our coynpal not infringe on third parties rights or Wwhe acceptable
to regulatory agencies.

Research and Development Activities

Our research and development expenses consistrpyimfcosts associated with the development and
manufacturing of our product candidates, compeosatnd other expenses for research and develogreesdnnel,
supplies and materials, costs for consultants aladed contract research, clinical trials, facitiysts and
amortization and depreciation. We charge all redeand development expenses to operations as théycarred.
Our research and development activities are prignfntused on the development of our various prodaadidates

Since our inception in 1998 through December 3102%e have incurred research and development sgpen
of $201.5 million. From January 1, 2008 through &weber 31, 2010, approximately 26% and 17% of csgarch
and development expenses were associated withetfedahment of our ultrafast insulin and PEGPH2@pob
candidates, respectively. Due to the uncertainghbitaining the FDA and other regulatory approvais, reliance on
third parties and competitive pressures, we arélarta estimate with any certainty the additioradts we will incu
in the continued development of our proprietarydoit candidates for commercialization. However gxpect our
research and development expenses to increase psoduct candidates advance into later stagebrocal
development.

Manufacturing

We have existing supply agreements with contractufecturing organizations Avid Bioservices, Ina. Avid,
and Cook Pharmica LLC, or Cook, to produce bulk ARlese manufacturers each produce API under duBeod
Manufacturing Practices, or cGMP, for clinical udasaddition, Avid currently produces API for coramialized
products. Avid and Cook will also provide suppan the chemistry, manufacturing and controls sestifor FDA
and other regulatory filings. We rely on their #@lito successfully manufacture these batches dompto product
specifications and Cook has limited experience rfaaturing our API. In addition, as a result of @ontractual
obligations to Roche, we will be required to sigrahtly scale up our commercial API production ab& during thi
next two years. The ability of Cook to obtain sta#is a cGMP-approved manufacturing facility andathiéity of
both manufacturers to (i) retain their status aMBGpproved manufacturing facilities; (ii) to susstilly scale up
our API production; or (iii) to manufacture the ARlquired by our proprietary and partnered prodants product
candidates is essential to our corporate strategy.
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Sales and Marketing
HYLENEX

Resolution of the manufacturing issue discoverea small number of vials of HYLENEX during a rowgin
inspection is a top priority for us. The manufattgrproblem resulted in a voluntary recall of threguct in May
2010 and it has been off the market since that.tive have identified the issue and have proposadudion to the
FDA. Additional data requested by the agency isenity being generated. Upon confirmation of thasag Baxter
will be able to resume its role as the providetheffinal fill and finish steps in the productioropess. This should,
pending regulatory review and approval, allow useiatroduce the product in the second half of 2@FLture
manufacturing plans for HYLENEX call for a shift tifese activities to an alternate supplier witrea process that
would allow more favorable pricing.

In January 2011, Baxter returned its worldwide retiflg rights for HYLENEX to us. Upon its returnttoe
market, we intend to take advantage of the initiafketing inroads achieved by Baxter. We are caiiinto assess
our commercial and strategic options for the produ@ddress additional uses and geographic regions

Cumulase

We have an exclusive distribution agreement widis&ributor of IVF reagents and media that seltedtly to
IVF clinics in both the United States and Europesarkets. During 2010, sales of API for Cumulaseewer
approximately $466,000.

Competition
HYLENEX

Other manufacturers have FDapproved products for use as spreading agentsiding ISTA Pharmaceutica
Inc., with an ovine (ram) hyaluronidase, Vitr&gegand Amphastar Pharmaceuticals, Inc., with a ®vin
hyaluronidase, Amphada®¢. In addition, some commercial pharmacies compdwmduronidase preparations for
institutions and physicians even though compournmtegarations are not FDA-approved products. Some
compounding pharmacies do not test every batchmasfyet for drug concentration, sterility and ladkpgrogens. In
addition, HYLENEX is priced at a significant premiwcompared to the animal-derived hyaluronidasesently in
the marketplace. This price premium may slow maakieption of HYLENEX and make market penetration
difficult.

Cumulase

A key clinical selling point for Cumulase is thatiay eliminate the risk of animal pathogen trarssion and
toxicity inherent in slaughterhouse preparatioriee Tompeting enzymes are of animal origin, creadimg
opportunity for a recombinant human enzyme alté@raaCumulase is priced at a premium compareddatiimal-
derived products sold by leading IVF suppliers,ahhinay make market penetration difficult.

Government Regulations

The FDA and comparable regulatory agencies in §orebuntries regulate extensively the manufactocesale
of the pharmaceutical products that we have deeelap currently are developing. The FDA has esthbti
guidelines and safety standards that are applicalitee laboratory and preclinical evaluation alidical
investigation of therapeutic products and stringegtlations that govern the manufacture and daleese product
The process of obtaining regulatory approval faew therapeutic product usually requires a sigaift@mount of
time and substantial resources. The steps typioadjyired before a product can be produced andetetior
human use include:

< Animal pharmacology studies to obtain preliminariormation on the safety and efficacy of a dr
 Laboratory and preclinical evaluatiin vitro andin vivoincluding extensive toxicology studie

The results of these laboratory and preclinicalistsimay be submitted to the FDA as part of anstigational
new drug, or IND, application. The sponsor of aI&pplication may commence human testing of thepmamd
30 days after submission of the IND, unless ndatif@the contrary by the FDA.
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The clinical testing program for a new drug typigahvolves three phases:

« Phase 1 investigations are generally conduatééalthy subjects. In certain instances, subjefth a life-
threatening disease, such as cancer, may pargdip&thase 1 studies that determine the maximuenatield
dose and initial safety of the produ

* Phase 2 studies are conducted in limited nusniiesubjects with the disease or condition tdreated and
are aimed at determining the most effective dosiesghedule of administration, evaluating both gadeid
whether the product demonstrates therapeutic eftawss against the disease;

« Phase 3 studies involve large, well-controllacestigations in diseased subjects and are aahedrifying
the safety and effectiveness of the di

Data from all clinical studies, as well as all ledtory and preclinical studies and evidence of pobdjuality,
typically are submitted to the FDA in a new druglagation, or NDA. Although the FDA requirements for clinici
trials are well established and we believe thahexe planned and conducted our clinical trialsccoadance with
the FDA's applicable regulations and guidelinessthrequirements, including requirements relatirntgsting the
safety of drug candidates, may be subject to chasgeresult of recent announcements regardintygafgblems
with approved drugs. Additionally, we could be reqd to conduct additional trials beyond what we panned
due to the FDA's safety and/or efficacy concerndue to differing interpretations of the meaningaf clinical
data. (See Part | — Item 1A, “Risk Factors.”)

The FDA's Center for Drug Evaluation and ReseaotlfCDER, must approve an NDA for a drug beforealym
be marketed in the United States. If we begin toketaour proposed products for commercial sald@d.S., any
manufacturing operations that may be establishe@d outside the United States will also be suliecigorous
regulation, including compliance with cGMP. We atsay be subject to regulation under the OccupatiBatety
and Health Act, the Environmental Protection Aleg Toxic Substance Control Act, the Export Confal and
other present and future laws of general applioatio addition, the handling, care and use of latmy animals are
subject to the Guidelines for the Humane Use arré GaLaboratory Animals published by the Natiolmstitutes o
Health.

Regulatory obligations continue post-approval, Exetlide the reporting of adverse events when a grug
utilized in the broader patient population. Promotand marketing of drugs is also strictly regudateith penalties
imposed for violations of FDA regulations, the LanhAct (trademark statute) and other federal azig $aws,
including the federal anti-kickback statute.

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

From time to time, legislation is drafted and ilueed in Congress that could significantly chargestatutory
provisions governing the approval, manufacturind ararketing of drug products. In addition, FDA rigions and
guidance are often revised or reinterpreted byagency or reviewing courts in ways that may sigatfitly affect
our business and development of our product cateidend any products that we may commercializs. It
impossible to predict whether additional legislatchanges will be enacted, or FDA regulations, gjuie or
interpretations changed, or what the impact of augh changes may be.

Product Liability Insurance

We currently maintain product liability insurance our products and clinical trials that providesamge in th
amount of $10.0 million per incident and $10.0 iiilin the aggregate.

Executive Officers of the Registrant

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

As of March 1, 2011, we had 102 full-time employdrsluding 77 engaged in research and clinical
development activities. Included in our total headd are 36 employees who hold Ph.D. or M.D. degjridene of
our employees are unionized and we believe outisaekhip with our employees is good.

Item 1A. Risk Factors

Risks Related To Our Business

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

Relative to expenses incurred in our operationshawe generated only minimal revenue from prodalgtss
licensing fees and milestone payments to date anchay never generate sufficient revenues from éupnoduct
sales, licensing fees and milestone payments seiéixpenses. Even if we ultimately do achieveifsogimt
revenues from product sales, licensing fees amdilesstone payments, we expect to incur significgrerating
losses over the next few years. We have never jpeditable, and we may never become profitableotigh
December 31, 2010, we have incurred aggregat@ssts of approximately $225.3 million.

If our proprietary and partnered product candidate® not receive and maintain regulatory approvats, if
approvals are not obtained in a timely manner, suiilure or delay would substantially impair our ality to
generate revenues.

Approval from the FDA is necessary to manufactur@ market pharmaceutical products in the UniteteSta
and the other countries in which we anticipate ddinsiness have similar requirements. The proagssbtaining
FDA and other regulatory approvals is extensivaetconsuming and costly, and there is no guarahtaghe FDA
or other regulatory bodies will approve any appiaas that may be filed with respect to any of ptoprietary or
partnered product candidates, or that the timingngfsuch approval will be appropriate for the sabproduct
launch schedule for a product candidate. We, anghadners, attempt to provide guidance as toithigj for the
filing and acceptance of such regulatory approvais such filings and approvals may not occur @ndtiginally
anticipated timeline, or at all. There are no pitary or partnered product candidates currentthéregulatory
approval process, and we and our partners mayenstitcessful in obtaining such approvals for artgmgal
products in a timely manner, or at all (please adder to the risk factor titled Our proprietary and partnered
product candidates may not receive regulatory appt®for a variety of reasons, including unsucaglssfnical
trials. ” for additional information relating to the appadwf product candidates).

Additionally, in order to continue to manufacturedamarket pharmaceutical products, we must mairain
regulatory approvals. If we or any of our partrems unsuccessful in maintaining our regulatory aepglis our abilit
to generate revenues would be adversely affectadeXample, because a portion of the HYLENEX mactufizzd
by Baxter was not in compliance with the requiretaaf the underlying HYLENEX agreements, HYLENEXsva
voluntarily recalled in May 2010. We have beenamenunication with the FDA and have provided thentemals
relating to the root cause and remediation plarfslé¥ve are generating data requested by the FRIcarrently
expect that we could reintroduce the product instheond half of 2011, this expectation is dependpah
regulatory review and approval and, therefore, arnot guaranty that we will be able to meet thisetine.

If our contract manufacturers are unable to manufare significant amounts of the API used in our pdoicts
and product candidates, our product development aodnmercialization efforts could be delayed or gtep
and our collaborative partnerships could be damaged

We have existing supply agreements with contractufecturing organizations Avid and Cook to prodbogk
API. These manufacturers each produce API underl@W clinical uses. In addition, Avid currentlyqauces API
for commercialized products. Avid and Cook will@fsrovide support for the chemistry, manufactudng control
sections for FDA and other regulatory filings. Viédyron their ability to successfully manufacturegh batches
according to product specifications and Cook hiively limited experience manufacturing our ARI.addition,
as a result of our contractual obligations to Reoehewill be required to significantly scale up @mammercial API
production at Cook during the next two years. Ib&E¢s unable to obtain status as a cGMP-approvetifaaturing
facility, or if either Avid or Cook: (i) are unabte retain status as cGMP-
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approved manufacturing facilities; (ii) are unatdeotherwise successfully scale up our API produngtor (iii) fail
to manufacture the API required by our proprietangd partnered products and product candidatesfoother
reason, our business will be adversely affectedhdie@ not established, and may not be able tolestafavorable
arrangements with additional APl manufacturers suggbliers of the ingredients necessary to manufache API
should the existing manufacturers and supplierstecunavailable or in the event that our existiraufacturers
and suppliers are unable to adequately perform tesponsibilities. We have attempted to mitigateimpact of
supply interruption through the establishment afesss API inventory, but there can be no assurahegshis safety
stock will be maintained or that it will be suffésit to address any delays, interruptions or othaslpms
experienced by Avid and/or Cook. Any delays, iniptions or other problems regarding the abilityAefd

and/or Cook to supply API on a timely basis co(ildcause the delay of clinical trials or otherwitsday or prevent
the regulatory approval of proprietary or partngpeaduct candidates; (ii) delay or prevent the cife
commercialization of proprietary or partnered praduand/or (iii) cause us to breach contractudabakibns to
deliver API to our partners. Such delays wouldliikdamage our relationship with our partners uraerkey
collaboration agreements and they would have armbtalverse effect on our business and finan@atdion.

If any party to a key collaboration agreement, inling us, fails to perform material obligations umd such
agreement, or if a key collaboration agreement,ary other collaboration agreement, is terminated fny
reason, our business could significantly suffer.

We have entered into multiple collaboration agremsiander which we may receive significant future
payments in the form of maintenance fees, milespgayenents and royalties. In the event that a faity to perforn
under a key collaboration agreement, or if a kdjaboration agreement is terminated, the redudticamticipated
revenues could delay or suspend our product deredapactivities for some of our product candidadessyell as
our commercialization efforts for some or all of @uoducts. In addition, the termination of a keylaboration
agreement by one of our partners could materiailyaict our ability to enter into additional collahtion agreemen
with new partners on favorable terms, if at allcértain circumstances, the termination of a kdkaboration
agreement would require us to revise our corpairtdegy going forward and reevaluate the appticatand value
of our technology.

For example, because a portion of the HYLENEX maouufred by Baxter was not in compliance with the
requirements of the underlying HYLENEX agreemehit§]| ENEX was voluntarily recalled in May 2010. In
January 2011, Halozyme and Baxter mutually agre¢drminate the HYLENEX Partnership and Halozyme
reacquired all rights to HYLENEX. We are in commeation with the FDA, and have provided them materia
relating to the root cause and remediation plares.avé also generating data requested by the FD/A&wmnently
expect, pending regulatory review and approval, weacould reintroduce the product in the secorfidi®2011.

Most of our current proprietary and partnered prodts and product candidates rely on the rHUPH20 emay.

The rHUPH20 enzyme is a key technological compoagBnhanze Technology, our ultrafast insulin pesgy
HYLENEX and other proprietary and partnered produstd product candidates. An adverse development fo
rHUPH20 (e.g., an adverse regulatory determinagtating to rHuPH20, we are unable to obtain sigfic
quantities of rHUPH20, we are unable to obtain aimain material proprietary rights to rHuPH20 ar discover
negative characteristics of rHuPH20) would subgéintimpact multiple areas of our business, inahgdcurrent
and potential partnerships, as well as proprigtaograms.

Our proprietary and partnered product candidates ynaot receive regulatory approvals for a varietyresons
including unsuccessful clinical trials.

Clinical testing of pharmaceutical products is rdpexpensive and uncertain process and the faludelay of
a clinical trial can occur at any stage. Evenitiahresults of preclinical studies or clinicaiatresults are promising,
we or our partners may obtain different results thihto show the desired levels of safety andcaffy, or we may
not, or our partners may not, obtain applicableit&gry approval for a variety of other reasonsniCél trials for
any of our proprietary or partnered product cangisl@ould be unsuccessful, which would delay or
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prohibit regulatory approval and commercializatidrihe product candidates. In the United Statesadiner
jurisdictions, regulatory approval can be delayigdited or not granted for many reasons, includegong others

« regulatory review may not find a product caladé safe or effective enough to merit either cargd testing
or final approval

« regulatory review may not find that the datani preclinical testing and clinical trials juséi§ approval, or
they may require additional studies that would sigantly delay or make continued pursuit of apmbv
commercially unattractive

< aregulatory agency may reject our trial datdisagree with our interpretations of either iclith trial data or
applicable regulation:

« the cost of a clinical trial may be greaterttwhat we originally anticipate, and we may dec¢alrot pursue
regulatory approval for such a trii

* aregulatory agency may not approve our manufargysiocesses or facilities, or the processes dities of
our partners, our contract manufacturers or ourmeerial suppliers

¢ aregulatory agency may identify problems thieo deficiencies in our existing manufacturingqasses or
facilities, or the existing processes or facilittdour partners, our contract manufacturers orawr material
suppliers;

* aregulatory agency may change its formahtorimal approval requirements and policies, actreon to
previous guidance, adopt new regulations or ragse issues or concerns late in the approval prooe:

» a product candidate may be approved onlyrfdications that are narrow or under conditions pate the
product at a competitive disadvantage, which majt lihe sales and marketing activities for suchdpizt
candidate or otherwise adversely impact the comialguotential of a produc

If a proprietary or partnered product candidateasapproved in a timely fashion on commerciallgbte terms,
or if development of any product candidate is teated due to difficulties or delays encounteretharegulatory
approval process, it could have a material advierpact on our business and we will become more riggre on thi
development of other proprietary or partnered pebdandidates and/or our ability to successfullyuae other
products and technologies. There can be no asssgdinat any proprietary or partnered product caxdidill
receive regulatory approval in a timely manneraiall.

We anticipate that certain proprietary and partth@mducts will be marketed, and perhaps manufadiun
foreign countries. The process of obtaining regujagpprovals in foreign countries is subject ttagend failure
for the reasons set forth above, as well as faaesthat vary from jurisdiction to jurisdictionhd approval process
varies among countries and jurisdictions and caalwe additional testing. The time required to abt@pproval ma:
differ from that required to obtain FDA approvabrBign regulatory agencies may not provide appsowala timely
basis, if at all. Approval by the FDA does not eresapproval by regulatory authorities in other doies or
jurisdictions, and approval by one foreign regutatauthority does not ensure approval by regulatuhorities ir
other foreign countries or jurisdictions or by fA.

Our key partners are responsible for providing cairt proprietary materials that are essential companrts of
our partnered product candidates, and any failure $upply these materials could delay the developnzem
commercialization efforts for these partnered prazticandidates and/or damage our collaborative paatships.

Our partners are responsible for providing cenpaoprietary materials that are essential componafisir
partnered product candidates. For example, Roctesmnsible for producing the Herceptin and Mabaequired
for its subcutaneous product candidates and Baxtesponsible for producing the GAMMAGARD LIQUIDIfits
product candidate. If a partner, or any applicalhiel party service provider of a partner, encoumntéfficulties in
the manufacture, storage, delivery, fill, finishp@ackaging of either components of the partneredymst candidate
or the partnered product candidate itself, sucticdities could: (i) cause the delay of clinicabts or otherwise
delay or prevent the regulatory approval of pagdgroduct candidates; and/or (ii) delay or previeateffective
commercialization of partnered products. Such detauld have a material adverse effect on our lkessiand
financial condition. For example, Baxter received/arning Letter from the FDA in January 2010 regagd
Baxter's GAMMAGARD LIQUID manufacturing facility in_essines, Belgium. The FDA indicated in
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March 2010 that the issues raised in the Warnirttek&ad been addressed by Baxter and we do neteiese
issues to impact the development of the GAMMAGARIQUID product candidate.

If we have problems with third parties that eithdistribute API on our behalf or prepare, fill, firsh and
package our products and product candidates fortdimition, our commercialization and developmentfefts
for our products and product candidates could bdaled or stopped.

We rely on third parties to store and ship API an loehalf and to also prepare, fill, finish and kzege our
products and product candidates prior to theirithistion. If we are unable to locate third partieperform these
functions on terms that are acceptable to us, theithird parties we identify fail to perform thebligations, the
progress of clinical trials could be delayed orresaspended and the commercialization of approvedugt
candidates could be delayed or prevented. For elaipcause a portion of the HYLENEX manufacturgdBbxter
was not in compliance with the requirements oftthderlying HYLENEX agreements, HYLENEX was voluriliar
recalled in May 2010. We are in communication wvtite FDA, and have provided them materials relatintpe root
cause and remediation plans. We are also geneddiagequested by the FDA and currently expecilipg
regulatory review and approval, that we could reisitice the product in the second half of 2011. dEffe
January 7, 2011, we and Baxter mutually agreedrtainate the HYLENEX Partnership and the associated
agreements. In addition, the parties agreed toamién good faith to negotiate, by April 7, 20bhe or more
definitive agreements setting forth the servicelsarovided by the respective parties during @siten period
including, without limitation, Baxter's manufactuo¢ an interim supply of Standalone Product (asneeff in the
HYLENEX Development and Supply Agreement), all oatoally acceptable terms and conditions. The Baxter
facility is the only facility currently approved lifie FDA to prepare, fill, finish and package HYLEX. Any delay
in reaching a new agreement with Baxter would lilgglay our ability to reintroduce the producthe tsecond half
of 2011.

We may wish to raise additional capital in the neémtelve months and there can be no assurance thatwill be
able to obtain such funds.

During the next twelve months, we may wish to raidditional capital to continue the developmenbwf
product candidates or for other current corporatp@ses. Our current cash position and expectezhtms during
the next few years may not constitute the amouwgtpital necessary for us to continue the developmiour
proprietary product candidates and to fund gergatations. In addition, if we engage in acquisgiof companie
products or technology in order to execute ourress strategy, we may need to raise additionatataje will
need to raise additional capital in the future tigto one or more financing vehicles that may belabbs to us.
Potential financing vehicles include: (i) the pahbbrr private issuance of securities; (ii) new dotleative agreemen
and/or (iii) expansions or revisions to existindlaoorative relationships.

Considering our stage of development, the natumuotapital structure and general market conditiéinve
are required to raise additional capital in theifat the additional financing may not be availabie€favorable terms,
or at all. If additional capital is not available tavorable terms when needed, we will be requioesignificantly
reduce operating expenses through the restructofiogr operations. If we are successful in raisidditional
capital, a substantial number of additional sharag be issued and these shares will dilute the shieinterest of
our current investors.

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

We may not be successful in marketing and promatimgexisting product candidates or any other pctsiwe
develop or acquire in the future. Our sales, mangeand distribution capabilities are very limitéd.order to
commercialize any products successfully, we mustirally develop substantial sales, marketing astlilution
capabilities or establish collaborations or otheamgements with third parties to perform thesgises. We do not
have extensive experience in these areas, and weaobhée able to establish adequate in-house sabaketing and
distribution capabilities or engage and effectivaelgnage relationships with third parties to perfamy or all of
such services. To the extent that we enter intprooaotion or other licensing arrangements, our pcbdevenues
are likely to be lower than if we directly marketaod sold our products, and any revenues we reegivdepend
upon the efforts of third parties, whose effortymat meet our expectations or be successful. Ttidgk
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parties would be largely responsible for the speediscope of sales and marketing efforts, and roagedicate the
resources necessary to maximize product opporésni@ur ability to cause these third parties tosiase the speed
and scope of their efforts may also be limitedadidition, sales and marketing efforts could be tieglg impacted
by the delay or failure to obtain additional sugjwer clinical trial data for our products. In someses, third party
partners are responsible for conducting these iadditclinical trials and our ability to increagdeetefforts and
resources allocated to these trials may be limited.

For example, in 2011, we and Baxter mutually agtegdrminate the HYLENEX Partnership and the
associated agreements. In addition, the partieedgo endeavor in good faith to negotiate, by IApr2011, one or
more definitive agreements setting forth the sewito be provided by the respective parties duaitrgnsition
period on mutually acceptable terms and conditigvis.may not successfully negotiate favorable tesfreich
transition service agreements which may causeay dietthe reintroduction of HYLENEX to the market.

If we or our partners fail to comply with regulatgrrequirements, regulatory agencies may take actagainst
us or them, which could significantly harm our busess.

Any approved products, along with the manufactupracesses, post-approval clinical data, labeling,
advertising and promotional activities for thesedarcts, are subject to continual requirements awnigw by the
FDA and other regulatory bodies. Regulatory authesrisubject a marketed product, its manufacturdrthe
manufacturing facilities to continual review andipdic inspections. We, and our partners, will bbjsct to
ongoing regulatory requirements, including requisatimissions of safety and other post-market inédion and
reports, registration requirements, cGMP regulatioequirements regarding the distribution of sa®pb
physicians and recordkeeping requirements. The c@gRlations include requirements relating to dualontrol
and quality assurance, as well as the correspomdaigtenance of records and documentation. Weorehe
compliance by our contract manufacturers with cGliggulations and other regulatory requirementsirgjab the
manufacture of our products. We and our partnersakso subject to state laws and registration reqments
covering the distribution of our products. Regutptagencies may change existing requirements qutatkew
requirements or policies. We or our partners maglbe to adapt or may not be able to adapt to thkaages or
new requirements.

Regulatory requirements applicable to pharmacduytimaucts make the substitution of suppliers and
manufacturers costly and time consuming. We havemail internal manufacturing capabilities and ame] expect
to be in the future, entirely dependent on contma@hufacturers and suppliers for the manufactumuofproducts
and for their active and other ingredients. Theaigification of these manufacturers and suppliersugh their
failure to comply with regulatory requirements abuakgatively impact our business because the dalaysosts in
obtaining and qualifying alternate suppliers (i€swalternative suppliers are available, which wencéd assure)
could delay clinical trials or otherwise inhibitroability to bring approved products to market, gfhivould have a
material adverse effect on our business and fia&oondition.

Later discovery of previously unknown problems witlr proprietary or partnered products, manufaaturi
processes or failure to comply with regulatory iegments, may result in any of the following:

« restrictions on our products or manufacturing psses

< warning letters

» withdrawal of the products from the mark

 voluntary or mandatory reca

* fines;

« suspension or withdrawal of regulatory approv

* suspension or termination of any of our ongoingicél trials;
« refusal to permit the import or export of our proti

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

« injunctions or the imposition of civil or crimingknalties
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For example, because a portion of the HYLENEX maouufred by Baxter was not in compliance with the
requirements of the underlying HYLENEX agreemehit§| ENEX was voluntarily recalled in May 2010. Weedn
communication with the FDA, and have provided theaterials relating to the root cause and remedigiians.
We are also generating data requested by the FdA@mently expect, pending regulatory review appraval, that
we could reintroduce the product in the second &fa2011.

If proprietary or partnered product candidates aapproved by regulatory bodies such as the FDA baotrubt
gain market acceptance, our business may suffer arelmay not be able to fund future operations.

Assuming that our proprietary or partnered prodaacididates obtain the necessary regulatory approaal
number of factors may affect the market acceptantieese existing product candidates or any othadycts which
are developed or acquired in the future, includargpng others:

« the price of products relative to other therap@dlie same or similar treatmer

« the perception by patients, physicians anérothembers of the health care community of thecéffeness
and safety of these products for their prescribeatinents

« our ability to fund our sales and marketinfpe$ and the ability and willingness of our pars fund sales
and marketing efforts

« the degree to which the use of these productsigeted by the approved product lat

« the effectiveness of our sales and marketifagte and the effectiveness of the sales and ntiakefforts of
our partners

« the introduction of generic competitors; ¢

« the extent to which reimbursement for our picid and related treatments will be available ftbird party
payors.

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

In addition, our proprietary and partnered prodiaztdidates will be restricted to the labels appaddwe
applicable regulatory bodies such as the FDA, hedd restrictions may limit the marketing and prbamof the
ultimate products. If the approved labels are ietste, the sales and marketing efforts for thesmpcts may be
negatively affected.

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

The testing, marketing and sale of pharmaceuticadycts involves the risk of product liability alas by
consumers and other third parties. Although we taairproduct liability insurance coverage, prodiadbility
claims can be high in the pharmaceutical industiy @ur insurance may not sufficiently cover ounattiabilities.
If product liability claims were to be made agaiust it is possible that our insurance carriers deyy, or attempt
to deny, coverage in certain instances. If a latagginst us is successful, then the lack or ingaffcy of insurance
coverage could materially and adversely affecttusiness and financial condition. Furthermore, ot
distributors of pharmaceutical products requireimirm product liability insurance coverage beforechase or
acceptance of products for distribution. Failursatisfy these insurance requirements could impedeability to
achieve broad distribution of our proposed prodaais the imposition of higher insurance requiremenuld
impose additional costs on us. In addition, sineaynof our partnered product candidates include the
pharmaceutical products of a third party, we ruaribk that problems with the third party pharmaioali product
will give rise to liability claims against us.

Our inability to attract, hire and retain key managnent and scientific personnel could negativelyeft our
business.

Our success depends on the performance of key raareay and scientific employees with biotechnology
experience. Given our relatively small staff sigkative to the number of programs currently undaratbpment, we
depend substantially on our ability to hire, traimtivate and retain high quality personnel, esgdcour scientists
and management team. If we are unable to retastiegipersonnel or identify or hire additional
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personnel, we may not be able to research, devetmpmercialize or market our product candidatesxgected or
on a timely basis and we may not be able to adetustipport current and future alliances with sat partners.

Furthermore, if we were to lose key managementopeel, such as Gregory Frost, Ph.D., our Presialedht
Chief Executive Officer, we would likely lose somertion of our institutional knowledge and techmhicaow-how,
potentially causing a substantial delay in one orevof our development programs until adequateangphent
personnel could be hired and trained. For exanipiel-rost has been with us from soon after ourptioa, and he
possesses a substantial amount of knowledge abodewelopment efforts. If we were to lose his B&y, we
would experience delays in meeting our product greent schedules. In 2008, we adopted a seve iy
applicable to all employees and a change in coptitity applicable to senior executives. We haveaawpted any
other policies or entered into any other agreemspesifically designed to motivate officers or athenployees to
remain with us.

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

Our operations might be interrupted by the occuri@mof a natural disaster or other catastrophic even

Our operations, including laboratories, offices attter research facilities, are located in a thaitding
campus in San Diego, California. We depend on acitifies and on our partners, contractors and gentbr the
continued operation of our business. Natural désasir other catastrophic events, interruptiorthénsupply of
natural resources, political and governmental changildfires and other fires, floods, explosioastions of animal
rights activists, earthquakes and civil unrest dalirupt our operations or those of our partnesatractors and
vendors. Even though we believe we carry comméyaiahsonable business interruption and liabilitsurance, ar
our contractors may carry liability insurance thedtect us in certain events, we might suffer lessea result of
business interruptions that exceed the coveragihieunder our and our contractors’ insurancécpes or for
which we or our contractors do not have coveragg. #atural disaster or catastrophic event coulatlasignifican
negative impact on our operations and financialltesMoreover, any such event could delay ouraedeand
development programs.

If we or our partners do not achieve projected dignent goals in the timeframes we publicly annoener
otherwise expect, the commercialization of our pumtis and the development of our product candidatesy be
delayed and, as a result, our stock price may dexli

We publicly articulate the estimated timing for #iecomplishment of certain scientific, clinicalguéatory and
other product development goals. The accomplishmieathy goal is typically based on numerous assiomptand
the achievement of a particular goal may be deldyedny number of reasons both within and outsideur
control. If scientific, regulatory, strategic othet factors cause us to not meet a goal, regardfagbether that goal
has been publicly articulated or not, the commédezition of our products and the development of gnaprietary
and partnered product candidates may be delayedidition, the consistent failure to meet publizhnounced
milestones may erode the credibility of our managignteam with respect to future milestone estimates

Future acquisitions could disrupt our business amérm our financial condition.

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

« we may have to issue convertible debt or gggéturities to complete an acquisition, which wdadilute our
stockholders and could adversely affect the marykee of our common stoc

¢ an acquisition may negatively impact our ressaf operations because it may require us to aneoor write
down amounts related to goodwill and other intalegéssets, or incur or assume substantial delstalities,
or it may cause adverse tax consequences, subs@epreciation or deferred compensation chal

« we may encounter difficulties in assimilatiagd integrating the business, products, technadpgiersonnel
or operations of companies that we acqt

 certain acquisitions may impact our relatidpshith existing or potential partners who are cetitpve with
the acquired business, products or technolo
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 acquisitions may require significant capiteuisions and the acquired businesses, producecbnologies
may not generate sufficient value to justify acdigia costs;

e an acquisition may disrupt our ongoing busineévert resources, increase our expenses andatisur
managemen

* acquisitions may involve the entry into a geqdpic or business market in which we have litd@o prior
experience; an

 key personnel of an acquired company may decidéonobrk for us.

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

Risks Related To Ownership of Our Common Stock
Our stock price is subject to significant volatyit

We participate in a highly dynamic industry whidtea results in significant volatility in the maigrice of
common stock irrespective of company performanceaAesult, our high and low sales prices of ounmon stock
during the twelve months ended December 31, 2018 $@.11 and $5.22, respectively. We expect owkgpoice
to continue to be subject to significant volatilégd, in addition to the other risks and uncerimsndescribed
elsewhere in this annual report on Form 10-K ahdthkr risks and uncertainties that are eitherknotvn to us at
this time or which we deem to be immaterial, anyhef following factors may lead to a significanbgtin our stock
price:

« adispute regarding our failure, or the fadlof one of our third party partners, to complyhithe terms of a

collaboration agreemer

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

« the sale of common stock by any significantkholder, including, but not limited to, directiadirect sales
by members of management or our Board of Direc

* the resignation, or other departure, of membemariagement or our Board of Directc
« general negative conditions in the healthcare itrgu
« general negative conditions in the financial mask

« the failure, for any reason, to obtain reguigtapproval for any of our proprietary or partreepeoduct
candidates

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

« for those products that are waiting to be aped by the FDA, the failure of the FDA to appreueh
products in a timely manner consistent with the I's historical approval proces

« the suspension of any clinical trial due to safatpatient tolerability issue
« the suspension of any clinical trial due to maand/orcompetitive conditions

« our failure, or the failure of our third pagpartners, to successfully commercialize produpts@ved by
applicable regulatory bodies such as the F

« our failure, or the failure of our third party peets, to generate product revenues anticipatedussiors

e problems with an API contract manufactureaditl and finish manufacturer for any product eoguct
candidate

« the sale of additional deand/orequity securities by u:
« our failure to obtain financing on acceptable teram:
a restructuring of our operatior
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Future sales of shares of our common stock pursuémbur universal shelf registration statement may
negatively affect our stock price.

We currently have the ability to offer and sellto#$39.8 million of additional equity or debt seitiess under au
effective universal shelf registration statememieS of substantial amounts of shares of our comstamk or other
securities under our universal shelf registrati@tesnent could lower the market price of our comrsimtk and
impair our ability to raise capital through theesaf equity securities. In the future, we may isadditional options,
warrants or other derivative securities convertibte our common stock.

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

Our stock has historically traded at a low daibding volume. If low trading volume continues, iayrbe
difficult for stockholders to sell their sharestive public market at any given time at prevailimizgs.

Risks Related To Our Industry

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

Extensive industry regulation has had, and willtoare to have, a significant impact on our businédis
pharmaceutical companies, including ours, are stibjeextensive, complex, costly and evolving ragjoh by the
federal government, principally the FDA and, t@sser extent, the U.S. Drug Enforcement Adminisinabr DEA,
and foreign and state government agencies. Theréddg@od, Drug and Cosmetic Act, the Controlled Sabces
Act and other domestic and foreign statutes andlatigns govern or influence the testing, manufasty
packaging, labeling, storing, recordkeeping, safapyproval, advertising, promotion, sale and distion of our
products. Under certain of these regulations, wkaur contract suppliers and manufacturers areestityy periodic
inspection of our or their respective facilitiesppedures and operations and/or the testing ofystsdy the FDA,
the DEA and other authorities, which conduct peédaaspections to confirm that we and our contggipliers and
manufacturers are in compliance with all applicablgulations. The FDA also conducts pre-approvelzost-
approval reviews and plant inspections to determinether our systems, or our contract supplierd’ an
manufacturers’ processes, are in compliance witkie@nd other FDA regulations. If we, or our contrsupplier,
fail these inspections, we may not be able to coroiaéize our product in a timely manner withoutuniéng
significant additional costs, or at all.

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

We are dependent on receiving FDA and other goventah approvals prior to manufacturing, marketind a
shipping our products. Consequently, there is abaayisk that the FDA or other applicable governtaleauthoritie:
will not approve our products, or will take postapval action limiting or revoking our ability tel our products,
or that the rate, timing and cost of such approwdllsadversely affect our product introduction psaor results of
operations.

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

We primarily rely on patents to protect our intetleal property rights. The strength of this pratatthowever,
is uncertain. For example, it is not certain that:

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

« we were the first to file patent applications feese inventions

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

< any of our issued patents, or patent pendipi@ations that result in issued patents, willhie¢d valid and
infringed in the event the patents are assertehstgathers
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We currently own or license several patents anal lsdse pending patent applications applicable 1oR#20
and other proprietary materials. There can be sorasce that our existing patents, or any patestsei to us as a
result of our pending patent applications, willyide a basis for commercially viable products, pilbvide us with
any competitive advantages, or will not face thuadty challenges or be the subject of further pedaggs limiting
their scope or enforceability. For example, a Eeeoppatent, EP1603541, claiming rHUPH20 was graoted on
November 11, 2009. Claims to the human PH20 glyatejm, PEGylated variants, the glycoprotein prodiog
recombinant methods, and pharmaceutical compositiéth other agents, including antibodies, insylsygokines,
antiinfectives and additional therapeutic classes wararded in this patent and additional claims aggrasecution
On August 13, 2010, however, we learned that amsifipn to this patent was filed with the Europ&aient Office.
We plan on contesting the opposition with writteibsissions to the European Patent Office and weap obtair
European patent protection that is equal or sup@wiolaims previously issued in a counterpart eahiStates patent
(U.S. Patent No. 7,767,429). Any limitations in @atent portfolio could have a material adverseatfbn our
business and financial condition. In addition,nifyaf our pending patent applications do not reisuiésued patents,
or result in issued patents with narrow or limité@ims, this could have a material adverse effaaur business ar
financial condition.

We may become involved in interference proceedingkse U.S. Patent and Trademark Office, or other
proceedings in other jurisdictions, to determire phiority, validity or enforceability of our invéions. In addition,
costly litigation could be necessary to protect patent position.

We also rely on trademarks to protect the namesioproducts. These trademarks may not be accepiabl
regulatory agencies. In addition, these trademiaudg be challenged by others. If we enforce ouretnaarks against
third parties, such enforcement proceedings magxpensive. We also rely on trade secrets, unpatgmoprietary
know-how and continuing technological innovatioatttve seek to protect with confidentiality agreetaemith
employees, consultants and others with whom weudssour business. Disputes may arise concerningvithership
of intellectual property or the applicability orferceability of these agreements, and we mightxeoable to resolve
these disputes in our favor.

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

Patent protection for proteirbased therapeutic products and other biotechnolagyentions is subject to a gre:
deal of uncertainty, and if patent laws or the imetation of patent laws change, our competitoraynbe able
to develop and commercialize products based ondiscoveries.

Patent protection for protein-based therapeutidpets is highly uncertain and involves complex legal
factual questions. In recent years, there have biggificant changes in patent law, including tbedl standards that
govern the scope of protein and biotechnology pgat&tandards for patentability of full-length guattial genes,
and their corresponding proteins, are changingeRewourt decisions have made it more difficulbldain patents,
by making it more difficult to satisfy the requirent of non-obviousness, have decreased the aviyladsi
injunctions against infringers, and have increabkedikelihood of challenging the validity of a pat through a
declaratory judgment action. Taken together, thiesgsions could make it more difficult and costly €is to obtain,
license and enforce our patents. In addition, aemé¢ years, several members of the United Statagr€ss have
made numerous proposals to change the patentestaihése proposals include measures that, amosgtbihgs,
would expand the ability of third parties to oppasgted States patents, introduce the “first to’fdtandard to the
United States patent system, and limit damagesfanger is required to pay. If the patent staistehanged, the
scope, validity and enforceability of our patentynbe significantly decreased.

There also have been, and continue to be, polegudsions concerning the scope of patent proteati@rded
to biotechnology inventions. Social and politicpposition to biotechnology patents may lead tooaer patent
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protection within the biotechnology industry. Séead political opposition to patents on genes jairdeins may
lead to narrower patent protection, or narroweintiaterpretation, for genes, their correspondingtgins and
inventions related to their use, formulation andchafacture. Patent protection relating to biotechgglproducts is
also subject to a great deal of uncertainty outdiddJnited States, and patent laws are evolvinhusdergoing
revision in many countries. Changes in, or difféiaterpretations of, patent laws worldwide mayutes our
inability to obtain or enforce patents, and magpwlbthers to use our discoveries to develop andwerialize
competitive products, which would impair our busise

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

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

Third-party payors are increasingly attemptinginatl both the coverage and the level of reimbursanoé new
drug products to contain costs. Consequently, figmit uncertainty exists as to the reimbursemtaitis of newly
approved healthcare products. Third party payong moa establish adequate levels of reimbursemertho
products that we commercialize, which could lirhiégit market acceptance and result in a materiad@adveffect on
our financial condition.

Customer contracts, such as with group purchagiganizations and hospital formularies, will oftest nffer
contract or formulary status without either the éstvprice or substantial proven clinical differatitn. If our
products are compared to animal-derived hyalur@@ddy these entities, it is possible that neii¢gnese
conditions will be met, which could limit market@ptance and result in a material adverse effecuofinancial
condition.

The rising cost of healthcare and related pharmadieal product pricing has led to cost containmentggsures
that could cause us to sell our products at loweicps, resulting in less revenue to us.

Any of the proprietary or partnered products theaténbeen, or in the future are, approved by the Ri2¥ be
purchased or reimbursed by state and federal goarhauthorities, private health insurers and otinganizations,
such as health maintenance organizations and marage organizations. Such third party payors asirgly
challenge pharmaceutical product pricing. The tremeard managed healthcare in the United Stateggribwth of
such organizations, and various legislative prolsosad enactments to reform healthcare and governim&urance
programs, including the Medicare Prescription Diuadernization Act of 2003, could significantly inBnce the
manner in which pharmaceutical products are presdrand purchased, resulting in lower prices aralfeduction
in demand. Such cost containment measures andhbaadtreforms could adversely affect our abilitgéd our
products.

In March 2010, the United States adopted the Rafimtection and Affordable Care Act, as amendethby
Health Care and Education Affordability ReconcibatAct, or the Healthcare Reform Act. This law stamtially
changes the way health care is financed by botemaovental and private insurers, and significanmtipacts the
pharmaceutical industry. The Healthcare Reformadettains a number of provisions that are expeatéahpact ou
business and operations, in some cases in waysnvtcurrently predict. Changes that may affectmsiness
include those governing enrollment in federal Hemdte programs, reimbursement changes, fraud arsg a&mnd
enforcement. These changes will impact existingegoment healthcare programs and will result indéreelopment
of new programs, including Medicare payment forfg@enance initiatives and improvements to the phgsiquality
reporting system and feedback program.

Additional provisions of the Healthcare Reform Asime of which become effective in 2011, may negéiti
affect our revenues in the future. For example Hbalthcare Reform Act imposes a non-deductiblésextax on
pharmaceutical manufacturers or importers thatsathded prescription drugs to U.S. governmentnarog that we
believe will impact our revenues from our produthsaddition, as part of the Healthcare Reform Agi'ovisions
closing a funding gap that currently exists in khedicare Part D prescription drug program (commdmgwn as
the “donut hole”), we will also be required to pite a 50% discount on branded prescription druggetised to
beneficiaries within this donut hole. We expect tha Healthcare Reform Act and other healthcdi@memeasure
that may be adopted in the future could have anmahtdverse effect on our industry generally
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and on our ability to maintain or increase our picicsales or successfully commercialize our prodantlidates or
could limit or eliminate our future spending on dBpment projects.

Furthermore, individual states have become incngasiaggressive in passing legislation and impletingn
regulations designed to control pharmaceutical peogricing, including price or patient reimburserheonstraints,
discounts, restrictions on certain product acdegsortation from other countries and bulk purchgsiregally
mandated price controls on payment amounts by garty payors or other restrictions could negagieaid
materially impact our revenues and financial cdoditWe anticipate that we will encounter similagulatory and
legislative issues in most other countries outtieéeUnited States.

We face intense competition and rapid technologichbnge that could result in the development of guwts by
others that are superior to our proprietary and pgaered products under development.

Our proprietary and partnered products have nunsecompetitors in the United States and abroad diirofy
among others, major pharmaceutical and speciabim@dchnology firms, universities and other reskanstitutions
that have developed competing products. Pendingeiheroduction of HYLENEX, the competitors for HENEX
will include, but are not limited to ISTA Pharmatieals, Inc. and Amphastar Pharmaceuticals, In@ragrothers.
For our Insulin-PH20 and Analog-PH20 product caathd, such competitors may include Biodel Inc., ™Nov
Nordisk Inc. and Mannkind Corporation. These coritgest may develop technologies and products ttatare
effective, safer, or less costly than our currarfuture proprietary and partnered product canéislar that could
render our technologies and product candidatesietiesor noncompetitive. Many of these competitargeh
substantially more resources and product developmeanufacturing and marketing experience and dhfad
than we do. In addition, many of our competitorgensignificantly greater experience than we doridartaking
preclinical testing and clinical trials of pharmatieal product candidates and obtaining FDA anetotkgulatory
approvals of products and therapies for use inthesmle.

Item 1B. Unresolved Staff Commen

None.

Item 2. Properties

Our administrative offices and research facilities currently located in San Diego, California. M&se an
aggregate of approximately 58,000 square feetfafeo&nd research space for a monthly rent expehse
approximately $128,000, net of costs and propentgs associated with the operation and maintenafribe
subleased facilities. We believe the current spmeglequate for our immediate needs.

Item 3. Legal Proceeding:

From time to time, we may be involved in disputasluding litigation, relating to claims arising toof
operations in the normal course of our businesy. &rhese claims could subject us to costly legglenses and,
while we generally believe that we have adequaterance to cover many different types of liabisitieur insuranc
carriers may deny coverage or our policy limits rbayinadequate to fully satisfy any damage award&tlements
If this were to happen, the payment of any suchrdsveould have a material adverse effect on ousaaiated
results of operations and financial position. Aadially, any such claims, whether or not successfulld damage
our reputation and business. We currently are matrty to any legal proceedings, the adverse outomimvhich, in
management’s opinion, individually or in the aggreg would have a material adverse effect on onsaaated
results of operations or financial position.

Item 4. Removed and Reservi
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PART Il
Item 5. Market for Registran’'s Common Equity, Related Stockholder Matters arsslier Purchases of Equity
Securities
Market Information

Our common stock is listed on the NASDAQ Global kgrunder the symbol “HALO.” The following table
sets forth the high and low sales prices per stfoeir common stock during each quarter of the et recent

fiscal years:
2010 2009
High Low High Low
First Quarte! $8.67 $5.22 $6.41 $3.9:
Second Quarte $9.11 $6.0¢ $8.0¢ $5.07
Third Quartel $8.1C $6.41 $7.91 $6.11
Fourth Quarte $8.31 $6.6¢ $7.8¢ $5.27

On March 1, 2011, the closing sales price of ounmmn stock on the NASDAQ Stock Market was $6.81 per
share. As of March 1, 2011, we had approximatédp@ stockholders of record. We have not paid amigldhds on
our common stock since our inception and do noeekf pay dividends on our common stock in thegeeable
future.

Securities Authorized for Issuance Under Equity Corpensation Plans

The following table summarizes our compensationplander which our equity securities are authorfped
issuance as of December 31, 2010:

Number of
Shares
Number of Remaining
Shares to be Available for
Issued upon Weighted-Average Future Issuance
Exercise of Exercise Price Under Equity
Outstanding of Outstanding Compensation
Options, Options, Plans (Excluding
Warrants and Warrants and Shares Reflecte
Rights Rights in Column (a))
Plan Category (@) (b) ()
Equity compensation plans approved by stockhold$ 7,975,360 $ 3.87 3,246,55!
Equity compensation plans not approved by stocldre — — —
Total 7,975,360 $ 3.87 3,246,55!

(1) Represents stock options under the 2008 Stock P08 Outside Directors’ Stock Plan, 2006 StockiP2905
Outside Directors’ Stock Plan, 2004 Stock Plan #wed2001 Stock Plan. Options under the 2001 Stéak P
were assumed by Halozyme as part of the March at#¥ger between DeliaTroph Pharmaceuticals, Inc.
(“DeliaTroph”) and Global Yacht Services, Inc. TA@01 Stock Plan was approved by the shareholders of
DeliaTroph prior to the merger and the former shaigers of DeliaTroph held approximately 90% of wioéing
stock of Halozyme immediately following the mergéhe 2001 Stock Plan expired in January 2(
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Stock Performance Graph and Cumulative Total Return

Notwithstanding any statement to the contrary ig @hour previous or future filings with the SEfet
following information relating to the price perfoance of our common stock shall not be deemed “filed” with
the SEC or to be “soliciting material” under the Geities Exchange Act of 1934, as amended, or fuh&nge Act,
and it shall not be deemed to be incorporated Iigremce into any of our filings under the Secusitfect of 1933, as
amended, or the Exchange Act, except to the exeespecifically incorporate it by reference intekdiling.

The graph below compares Halozyme Therapeuticsslogmulative five-year total shareholder retum o
common stock with the cumulative total returnshef NASDAQ Composite index and the NASDAQ Biotecloggyl
index. The graph tracks the performance of a $&08stment in our common stock and in each of tHexas (with
the reinvestment of all dividends) from DecemberZ105 to December 31, 2010. The historical staatep
performance included in this graph is not necelgsaudicative of future stock price performance.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Halozyme Therapeutics Inc. The NASDAQ Comimokidex
And The NASDAQ Biotechnology Index

T00
—— Halozyme Therapeatics, Inc.
B0 | = NASDAD Composite

00 NASDAQ Biotechnology
o

100 /M
J00
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200 /

100 it =0 = \8:__—,—__.—-&——/—&
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12/05 124006 12407 12/08 1 24009 12/10

* $100 invested on 12/31/05 in stock or index, intigdeinvestment of dividends.

Fiscal year ending December .

12/05 12/06 12/07 12/08 12/09 12/10

Halozyme Therapeutics, Inc. $100.0C |$442.37 |$390.6¢ | $307.6¢ |$322.5¢ |$435.1¢

NASDAQ Composite $100.0C |$112.57 [$122.0¢ |$ 72.1f |$104.27 |$123.0(

NASDAQ Biotechnology $100.0C |$ 99.8t [$103.2¢ |$ 96.4¢ |$105.9¢ |$122.1¢
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Iltem 6. Selected Financial Dat:

The selected consolidated financial data set foetbw as of December 31, 2010 and 2009, and fofighal
years ended December 31, 2010, 2009 and 2008¢&wed from our audited consolidated financial extatnts
included elsewhere in this report. This informatitould be read in conjunction with those conseédiddinancial
statements, the notes thereto, and with “ManageémBigcussion and Analysis of Financial Conditiordd&results
of Operations.” The selected consolidated finart#h set forth below as of December 31, 2008, 2072006,
and for the fiscal years ended December 31, 20672806, are derived from our audited consolidateahtcial
statements that are contained in reports previdiisety with the SEC, not included herein.

Summary Financial Information

Years Ended December 31,

Statement of Operations Data: 2010 2009 2008 2007 2006
Total revenue $13,624,11 $13,671,30 $ 8,764,13' $ 3,799,52. $ 981,74t
Net loss (53,241,65) (58,360,52) (48,654,19) (23,896,18) (14,751,98)

Net loss per share, basic and dilu $ (0.56) $ (0.67) $ (0.61) $ (0.329) $ (0.29)
Shares used in computing net loss per

share, basic and dilute 94,357,69 86,700,09  79,843,70 74,317,93 62,610,26
As of December 31

Balance Sheet Datz¢ 2010 2009 2008 2007 2006
Cash and cash equivalel $83,255,84  $67,464,50 $63,715,90 $ 97,679,08 $44,189,40
Working capital 74,155,36  60,044,79.  59,794,37 92,312,93 41,343,01
Total asset 91,345,33 77,149,75 76,562,71 103,460,37 46,091,32
Deferred revenue 58,093,55 60,482,19 49,448,45 39,269,49 19,981,53
Total liabilities 70,993,87 70,246,37 61,182,71 45,692,45 23,010,08
Stockholder' equity 20,351,45 6,903,38! 15,379,99 57,767,92 23,081,23

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

In addition to historical information, the followgndiscussion contains forward-looking statemendas #ne
subject to risks and uncertainties. Actual resoiey differ substantially from those referred todimrdue to a
number of factors, including but not limited tokssdescribed in the Part I, Item 1A “Risks Factoesid elsewhere
in this Annual Report.

Overview

We are a biopharmaceutical company dedicated tdetielopment and commercialization of recombinant
human enzymes that either transiently modify tiasuder the skin to facilitate injection of otheetapies or correct
diseased tissue structures for clinical benefit. @isting products and our products under devebograre based
primarily on intellectual property covering the filyrof human enzymes known as hyaluronidases. Hgaldases
are enzymes (proteins) that break down hyaluroomaHA, which is a naturally occurring space-fillingel-like
substance that is a major component of both notisgles throughout the body, such as skin andagetiand
abnormal tissues such as tumors. Our primary tdoggas based on our proprietary recombinant huRid20
enzyme, or rHUPH20, a human synthetic version afurgnidase. The PH20 enzyme is a naturally oqogrri
enzyme that temporarily degrades HA, thereby fatitig the penetration and diffusion of other dragd fluids tha
are injected under the skin or in the muscle. @appetary rHuPH20 technology is applicable to riplgt
therapeutic areas and may be used to both expastthgxnarkets and create new ones through thela@went of
our own proprietary products. The rHuUPH20 technglogy also be applied to existing and developmentaducts
of third parties through partnerships or otheratmdirations.

Our operations to date have involved: (i) orgargzamd staffing our operating subsidiary, Halozyme,;
(i) acquiring, developing and securing our tecloggt (iii) undertaking product development for @xisting
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products and a limited number of product candidaed (iv) supporting the development of partngremtiuct
candidates. We continue to increase our focus opi@yprietary product pipeline and have expandedstments in
our proprietary product candidates. We currentlyeh@aultiple proprietary programs in various stagesesearch
and development. In addition, we have enteredarkey partnership with F. Hoffmann-La Roche, Ltd an
Hoffmann-La Roche, Inc., or Roche, to apply EnhaMZEechnology to Roche’s biological therapeutic comuitsi
for up to eight targets. We also have a key pastriprwith Baxter Healthcare Corporation, or Baxterapply
Enhanze Technology to Baxter’s biological therajpeempound, GAMMAGARD LIQUID™ . In January 2011,
we and Baxter mutually agreed to terminate a pestile, under which Baxter had worldwide marketiigts for
HYLENEX @, aregistered trademark of Baxter Internationad, There are two marketed products that utilize ou
technology: HYLENEX, a product used as an adjutamnhance the dispersion and absorption of otfjected
drugs and fluids, and Cumula8e a product used fan vitro fertilization, or IVF. Currently, we have receivedly
limited revenue from the sales of API to the ttpatty that produces Cumulase, in addition to otbeenues from
our partnerships with Baxter and Roche.

We and our partners have product candidates iregearch, preclinical and clinical stages, butritevenues
from the sales and/or royalties of these produatliickates will depend on our partners’ abilities ands to develop,
manufacture, obtain regulatory approvals for aratessfully commercialize product candidates. It iayears, if
ever, before we and our partners are able to obtgimlatory approvals for these product candidatéshave
incurred net operating losses each year since timcepvith an accumulated deficit of approximat8B25.3 million
as of December 31, 2010.

In January 2010, we filed a shelf registrationestadnt on Form S-3 (Registration No. 333-164215¢tvhi
allows us, from time to time, to offer and selltopb100.0 million of equity or debt securities.S3eptember 2010,
we sold approximately $60.2 million of our commdack in an underwritten public offering at a neicprof $7.25
per share. We may utilize this universal shelhia tuture to raise capital to fund the continuedettspment of our
product candidates, the commercialization of oodpcts or for other general corporate purposes.

Collaborative Partnerships
Roche Partnership

In December 2006, Halozyme and Roche entered miernhanze Technology partnership, or the Roche
Partnership. Under the terms of the Roche PartiperRoche obtained a worldwide, exclusive licertsddvelop an
commercialize product combinations of rHUPH20 withto thirteen Roche target compounds resulting fiioe
collaboration. Roche initially had the exclusivghti to apply rHUPH20 to only three pre-defined Roblologic
targets with the option to exclusively develop andchmercialize rHUPH20 with an additional ten tasg&oche
elected to add a fourth exclusive target in Decer@b@8 and a fifth exclusive target in June 2002010 Roche
did not pay the annual license maintenance feéverof the remaining eight target slots. As a refRbche
currently retains the option to exclusively devetoyl commercialize rHUPH20 with an additional thergets
through the payment of annual license maintenaees. Pending the successful completion of varibogal,
regulatory and sales events, Roche will be obl@yatenake milestone payments to us, as well adtyogayments
on the sales of products that result from the gastmp.

Compounds directed at three of the Roche excluaigets have previously commenced clinical triéiiso
compounds (subcutaneous Hercefitand subcutaneous MabThé&raare in Phase 3 clinical trials and one
compound (subcutaneous Acterfirphas completed a Phase 1 clinical trial.

In October 2009, Roche commenced its first Phadmi®al trial for a compound directed at an exalagarget
and in December 2010, the enroliment for this stadg completed. This Phase 3 clinical trial isdor
subcutaneously delivered version of Roshanticancer biologic, Herceptin (trastuzumab). Stoely will investigat
the pharmacokinetics, efficacy and safety of sudnoebus Herceptin in patients with HER2-positiveabteancer as
part of adjuvant treatment. Herceptin is approwettdat HER2-positive breast cancer and currestlyivien
intravenously. Breast cancer is the most commoneraamong women worldwide. Each year, more thamati®on
new cases of breast cancer are diagnosed worldaidenearly 400,000 people will die of the diseaseually. In
HER2-positive breast cancer, increased quantifiiseoHER2 protein are present on the surface®tdmor cells.
This is known as ‘HER2 positivity’ and affects appimately 20-25% of women with breast cancer. Rdwe
stated that they expect to file for regulatory apat of subcutaneous Herceptin in 2012.
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In February 2011, Roche began a Phase 3 cliniaafdr a subcutaneous formulation of MabTheraugiinab).
The study will investigate pharmacokinetics, effigand safety of MabThera SC. Intravenously adrténésl
MabThera is approved for the treatment of non-Haughymphoma (NHL) and Chronic Lymphocytic Leukeami
(CLL), types of cancer that affects lymphocyteswbite blood cells. An estimated 66,000 new casedHl were
diagnosed in the U.S. in 2009 with approximatel%,000 new cases reported worldwide.

In 2009, Roche completed a Phase 1 clinical toabfsubcutaneous formulation of Actemra. Thid tria
investigated the safety and pharmacokinetics of staimeous Actemra in patients with rheumatoid aighiThe
results from this Phase 1 trial suggest that furéix@loration may be warranted. Actemra administéné&ravenoush
is approved for the treatment of rheumatoid aithriRoche is separately developing a subcutanesosdf Actemr:
that does not use rHUPH20 and is being investigatedeekly or biweekly administration.

Additional information about the Phase 3 subcutasdderceptin and Phase 3 subcutaneous MabTheieatlin
trials can be found at www.clinicaltrials.gov and/w.roche-trials.com.

Baxter Gammagard Partnership

GAMMAGARD LIQUID is a current Baxter product that indicated for the treatment of primary
immunodeficiency disorders associated with defecthe immune system. In September 2007, Halozymde a
Baxter entered into an Enhanze Technology partierehthe Gammagard Partnership. Under the tefritsi®
partnership, Baxter obtained a worldwide, exclusisense to develop and commercialize product coatimns of
rHUPH20 with GAMMAGARD LIQUID, or HyQ. Pending theuccessful completion of various regulatory ands
milestones, Baxter will be obligated to make miast payments to us, as well as royalty paymenth®gales of
products that result from the partnership. Baxdeesponsible for all development, manufacturitigjaal,
regulatory, sales and marketing costs under then@agard Partnership, while we will be responsiblettie supply
of the rHUPH20 enzyme. In addition, Baxter hasatemproduct development and commercialization atians in
major markets identified in the Gammagard Licetsdanuary 2011, Baxter announced the completianRiiase
clinical trial for HyQ. Baxter has stated that thexpect to file for regulatory approval of HyQ i612.

HYLENEX Partnership

HYLENEX is a formulation of rHUPHZ20 that, when infed under the skin, enhances the dispersion and
absorption of other injected drugs or fluids. IbRery 2007, Halozyme and Baxter amended certastiey
agreements relating to HYLENEX and entered intew agreement for kits and formulations with rHuPH@Othe
HYLENEX Partnership. Pending the successful conguetf a series of regulatory and sales eventsiéBaxould
have been obligated to make milestone payments,tasuwell as royalty payments on the sales ofymtsdhat
result from the partnership. Baxter was respongddrelevelopment, manufacturing, clinical, reguigtsales and
marketing costs of the products covered by the HYEK Partnership. We supplied Baxter with API for
HYLENEX, and Baxter prepared, filled, finished gmackaged HYLENEX and held it for subsequent distidn.

In October 2009, Baxter commenced the commeraigda of HYLENEX recombinant (hyaluronidase human
injection) for use in pediatric rehydration at #@09 American College of Emergency Physicians (ACEekentific
assembly. In addition, under the HYLENEX PartngrsBiaxter had a worldwide, exclusive license toaley and
commercialize product combinations of rHUPH20 vidtixter hydration fluids and generic small molealtdegs,
with the exception of combinations with (i) bisppbsnates, (ii) cytostatic and cytotoxic chemothetdiz agents
and (iii) proprietary small molecule drugs, thehtigto which had been retained by Halozyme.

Because a portion of the HYLENEX manufactured byxtBawas not in compliance with the requirements of
the underlying HYLENEX agreements, HYLENEX was vatarily recalled in May 2010. In May 2010, we
delivered a notice of breach to Baxter due to Béxfailure to manufacture HYLENEX in accordancedtwihe
terms of existing development and supply contréltte. notice was sent after Baxter informed us ahaortion of
the HYLENEX manufactured by Baxter was not in coiaapte with the requirements of the underlying agrests
with Baxter. In August 2010, we announced the wilahl, without prejudice, of the notice of breaotBaxter. We
have been in communication with the U.S. Food angyiAdministration, or FDA, and have provided them
materials relating to the root cause and remediatians. We are also generating data requesteuelyDA and
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currently expect, pending regulatory review andrapal, that we could reintroduce the product ingbeond half of
2011.

Effective January 7, 2011, we and Baxter mutuaiiyead to terminate the HYLENEX Partnership and the
associated agreements. In addition, the partieedgo endeavor in good faith to negotiate, by IApr2011, one or
more definitive agreements setting forth the sewito be provided by the respective parties duaitrgnsition
period including, without limitation, Baxter’s mafacture of an interim supply of Standalone Prodastdefined in
the HYLENEX Development and Supply Agreement) pallmutually acceptable terms and conditions. The
termination of these agreements does not affeatttier relationships between the parties, includiregapplication
of Halozyme’s Enhanze Technology to Baxter's GAMMARD LIQUID.

Revenues

Revenues from product sales depend on our ahilitievelop, manufacture, obtain regulatory approfaaland
successfully commercialize our products and prodantlidates.

Revenues from license and collaboration agreenaateecognized based on the performance requirsroént
the underlying agreements. Revenue is deferrefbés received before they are earned. Nonrefundgiffent
payments and license fees, where we have an ongoiatyement or performance obligation, are recdrds
deferred revenue and recognized as revenue ovepttiect or development period. Milestone paymargs
generally recognized as revenue upon the achieveshéme milestones as specified in the underhdaggeement,
assuming we meet certain criteria. Royalty reverfitges the sale of licensed products are recognigexh the sale
of such products.

Elements of our collaborative partnerships inclnderefundable license fees, reimbursements of relsead
development services, various clinical, regulatargales milestones and future product-based @ityogayments,
as applicable. Due to our ongoing involvement dailans under these partnerships, we recorded thiefumdable
license fees and annual license maintenance fadsfaged revenues. Such revenues are being reesapover the
terms of the underlying agreements that definadlhas of the partnerships.

Costs and Expenses

Cost of Sales.Cost of sales consists primarily of raw materitigd-party manufacturing costs, fill and finish
costs, and freight costs associated with the sdil€simulase, API for Cumulase and the API for HYLEXN Cost
of sales also consists of the write-down of obgoletentory.

Research and Developmen©Our research and development expenses includeesahnd benefits, research-
related manufacturing services, clinical trialsptract research services, supplies and materadsities and other
overhead costs and other outside expenses. Weechlrgsearch and development expenses to opesatothey
are incurred. Our research and development aetivitie primarily focused on the development ofvamious
product candidates.

Since our inception in 1998 through December 3102@e have incurred research and development egpen
of $201.5 million. From January 1, 2008 through &aber 31, 2010, approximately 26% and 17% of csgaech
and development expenses were associated withretledaphment of our ultrafast insulin and PEGPH2Gpod
candidates, respectively. Due to the uncertaingybitaining the FDA and other regulatory approvais, reliance on
third parties and competitive pressures, we arélerta estimate with any certainty the additiorzdts we will incu
in the continued development of our proprietarydoici candidates for commercialization. However gxpect our
research and development expenses to increase psoduct candidates advance into later stagebroal
development.

Clinical development timelines, likelihood of susseand total costs vary widely. We anticipate tatwill
make ongoing determinations as to which researdidaxmelopment projects to pursue and how much fgntti
direct to each project on an ongoing basis in nespdo existing resource levels, the scientific @imdcal progress
of each product candidate, and other market andatay developments. We plan on focusing our resesion
those proprietary and partnered product candidht#gepresent the most valuable economic andesirat
opportunities.

Product candidate completion dates and costs vgmjfisantly for each product candidate and ardidift to
estimate. The lengthy process of seeking regulatpprovals and the subsequent compliance with cgipé
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regulations require the expenditure of substantisburces. Any failure by us to obtain, or any gétaobtaining,
regulatory approvals could cause our research ameldpment expenditures to increase and, in tave la material
adverse effect on our results of operations. Waagbe certain when, or if, our product candidatékreceive
regulatory approval or whether any net cash inflamwn our other product candidates, or developmeuijepts, will
commence.

Selling, General and AdministrativeSelling, general and administrative, or SG&A, expes consist primarily
of compensation and other expenses related toaporate operations and administrative employesnunting
and legal fees, other professional services expensa&rketing expenses, as well as other expensesiated with
operating as a publicly traded company.

Critical Accounting Policies and Estimates

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

Revenue Recognition

We generate revenues from product sales and codlib® agreements. Payments received under codéiber
agreements may include nonrefundable fees at tepiion of the agreements, license fees, milegtageents for
specific achievements designated in the collabgragreements, reimbursements of research andogaveht
services and/or royalties on sales of productdtiegirom collaborative arrangements.

We recognize revenue in accordance with the auttiimé guidance on revenue recognition. Revenue is
recognized when all of the following criteria aretm(1) persuasive evidence of an arrangementsgx®tdelivery
has occurred or services have been rendered;d3eller’s price to the buyer is fixed or determbieaand
(4) collectibility is reasonably assured.

Product Sales

Revenues from the sales of Cumulase and API forlase are recognized when the transfer of ownership
occurs, which is upon shipment to our distribute are obligated to accept returns for productdioas not meet
product specifications. Historically, we have natltany product returns as a result of not meetinduyzct
specifications.

Under the terms of the HYLENEX Partnership, we diggipBaxter the API for HYLENEX at our fully
burdened cost plus a margin. Baxter filled andsfieid HYLENEX and held it for subsequent distribatiat which
time we ensured it met product specifications afelased it as available for sale. Because of autiraged
involvement in the development and production psead HYLENEX, the earnings process was not comsitleo
be complete. Accordingly, we deferred the revemeeralated product costs on the API for HYLENEXiLifte
product was filled, finished, packaged and releaBegter could only return the API for HYLENEX ta if it did
not conform to certain specified criteria set fdarthhe HYLENEX Partnership or upon terminationsath
agreement.

Effective January 7, 2011, we and Baxter mutuaiiyead to terminate the HYLENEX Partnership and the
associated agreements. In addition, the partiesedgn endeavor in good faith to negotiate, by IAr2011, one or
more definitive agreements setting forth the sewi be provided by the respective parties duaitrgnsition
period including, without limitation, Baxter’s mafacture of an interim supply of Standalone Prodastdefined in
the HYLENEX Development and Supply Agreement) pallmutually acceptable terms and conditions. Assalt,
we recorded a reserve for inventory obsolesceneppfoximately $875,000 for HYLENEX API for the yeanded
December 31, 2010. In addition, we have recharaegdeferred revenue of approximately $991,008 @serve
for product returns for HYLENEX API previously dedired to Baxter that could be returned to us.
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In addition, we received product-based payments tipe sale of HYLENEX by Baxter, in accordance with
terms of the HYLENEX Partnership. Product saleenesxes were recognized as we earned such revensess dia
Baxter’s shipments of HYLENEX to its distributordi@n such amounts could be reasonably estimatede Baxd
prepaid $10.0 million of non-refundable productdzhpayments. The prepaid prodbeised payments were initia
deferred and were being recognized as product salesue as we earned such revenue from the dales o
HYLENEX by Baxter through December 31, 2010. Agsult of the HYLENEX Partnership termination, wel wi
reassess the period over which the unamortizedréefeevenue relating to the prepaid product-b@sgthents
totaling approximately $9.3 million at December 3@10 will be recognized. The period over whicts tamount
will be amortized will be based on the final outeof the definitive agreement expected to be sidnyedpril 7,
2011.

Revenues under Collaborative Agreements

Revenues from collaborative and licensing agreesnar recognized based on the performance requiterol
the underlying agreements. Revenue is deferrefibém received before they are earned. Nonrefundgdftent
payments and license fees, in which we have aninggovolvement or performance obligation, are reeal as
deferred revenue and recognized as revenue oveptfiect or development period. We recognize nules
payments upon the achievement of specified milestdfin (1) the milestone is substantive in nature the
achievement of the milestone was not reasonablyredst the inception of the agreement, (2) the &e
nonrefundable and (3) our performance obligatidtes she milestone achievement will continue tdflmeded by ou
collaborator at a level comparable to the leveblethe milestone achievement. Any milestone paysnexteived
prior to satisfying these revenue recognition catare recorded as deferred revenue. Reimburseroérgsearch
and development services are recognized as revknirg the period in which the services are pertminmRoyaltie:
to be received based on sales of licensed protyatsir collaborators incorporating our productsraegnized as
earned in accordance with the terms of the undeglggreements.

Under the terms of the HYLENEX Partnership, Baxtaid us a nonrefundable upfront payment of
$10.0 million in 2007. Due to our continuing invelment obligations (for example, support activiagsociated wit
rHuPh20 enzyme), the $10.0 million upfront paymeas deferred and was being recognized over the aéthe
HYLENEX Partnership. As a result of the terminatmfrthe HYLENEX Partnership in January 2011, wed wil
reassess the period over which the unamortizedréefeevenue relating to the upfront payment totali
approximately $7.8 million at December 31, 2010 td recognized. The period over which this amautitbe
amortized will be based on the final outcome ofdbénitive agreement expected to be signed bylApr2011.

Share-Based Payments

We use the fair value method to account for sthased payments in accordance with the authoritgtindance
for stock compensation. The fair value of eachaptiward is estimated on the date of grant usiBek-Scholes-
Merton option pricing model, or Black-Scholes modieat uses assumptions regarding a number of engpid
subjective variables. These variables include goaitnot limited to, our expected stock price véitgtiactual and
projected employee stock option exercise behavitsis,free interest rate and expected dividendgegted
volatilities are based on the historical volatilitffour common stock. The expected term of optgnasited is based
on analyses of historical employee terminationsrated option exercises. The rigke interest rates are based or
U.S. Treasury yield in effect at the time of thamr Since we do not expect to pay dividends orconrmon stock
in the foreseeable future, we estimated the divddgeld to be 0%. Forfeitures are estimated atithe of grant and
revised, if necessary, in subsequent periods ifadorfeitures differ from those estimates. Wereate pre-vesting
forfeitures based on our historical experience.

If factors change and we employ different assunmgtior determination of fair value in future persothe
sharebased compensation expense that we record may siiffieificantly from what we have recorded in thugrent
period. There is a high degree of subjectivity ied when using option pricing models to estimduars-based
compensation. Certain share-based payments, swhgeyee stock options, may expire worthless bemtise
result in zero intrinsic value as compared to #ievfalues originally estimated on the grant daie @eported in our
consolidated financial statements. Alternativelues may be realized from these instruments tieagignificantly
in excess of the fair values originally estimatedtoe grant date and reported in our consolidated
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financial statements. There is currently no maldeted mechanism or other practical applicatioretdwthe
reliability and accuracy of the estimates stemnfing) these valuation models, nor is there a meawesmpare and
adjust the estimates to actual values. Althoughdhesalue of employee share-based awards is mé@ted in
accordance with authoritative guidance on stockpmmmsation using an option-pricing model, that vahay not be
indicative of the fair value observed in a willibgyer/willing seller market transaction.

Research and Development Expenses

Research and development expenses include saaddsenefits, facilities and other overhead expgnse
clinical trials, research-related manufacturing/ges, contract services and other outside expeResearch and
development expenses are charged to operatiohgwsare incurred. Advance payments, including nomagable
amounts, for goods or services that will be useatndered for future research and developmentiaetiare
deferred and capitalized. Such amounts will begetzed as an expense as the related goods arerdelior the
related services are performed or such time tlaCibmpany does not expect the goods to be deliverservices t
be rendered.

Milestone payments that we make in connection witlicensed technology or product candidates are esqu
as incurred when there is uncertainty in receifirigre economic benefits from the licensed techgylor product
candidates. We consider the future economic benieditn the licensed technology or product candslaiee
uncertain until such licensed technology or proaactdidates are approved for marketing by regujdiodies such
as the FDA or when other significant risk factors abated. Management has viewed future economifite for
all of our licensed technology or product candiddatebe uncertain and has expensed these amoumtscfmunting
purposes.

Payments in connection with our clinical trials afeen made under contracts with multiple contrasearch
organizations that conduct and manage clinicdbtoa our behalf. The financial terms of these agrents are
subject to negotiation and vary from contract totcact and may result in uneven payment flows. Galye these
agreements set forth the scope of work to be peddrat a fixed fee, unit price or on a time-andemat basis.
Payments under these contracts depend on factisasiuthe successful enrollment or treatment oémpistor the
completion of other clinical trial milestones. Exyges related to clinical trials are accrued basedus estimates
and/orrepresentations from service providers regardindkyerformed, including actual level of patient@mment,
completion of patient studies and clinical triatsgress. Other incidental costs related to pagentliment or
treatment are accrued when reasonably certaine lEbntracted amounts are modified (for instanee, @esult of
changes in the clinical trial protocol or scopenofrk to be performed), we modify our accruals adeagly on a
prospective basis. Revisions in scope of contnactharged to expense in the period in which thtsfinat give rise
to the revision become reasonably certain. Becaifee uncertainty of possible future changes &dtope of wor
in clinical trials contracts, we are unable to difgran estimate of the reasonably likely effectaofy such changes
on our consolidated results of operations or firrmosition. Historically, we have had no matedhhnges in our
clinical trial expense accruals that would have &adaterial impact on our consolidated resultspafrations or
financial position.

Inventory

Inventory consists of raw materials used in productwork in process and finished goods inventarshand
related to our HYLENEX and Cumulase products. Inegnis valued at lower of cost or market (net izdile
value) using the first-in, first-out method. Invent is reviewed periodically for slow-moving or athste status. To
the extent that its net realizable value is loviantcost, an impairment would be recorded. As atre§the
termination of the HYLENEX Partnership in Janua@i 2, we recorded a reserve for inventory obsoleszen
approximately $875,000 for HYLENEX API for the yeamded December 31, 2010.

The above listing is not intended to be a comprsiverist of all of our accounting policies. In nyatases, the
accounting treatment of a particular transactiogpiscifically dictated by U.S. GAAP. There are aseas in which
our management’s judgment in selecting any avalalibrnative would not produce a materially diéferresult.
Please see our audited consolidated financialrstates and notes thereto included in Part 1| — 182af this report,
which contain accounting policies and other disates required by U.S. GAAP.
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Results of Operations
Comparison of Years Ended December 31, 2010 and3200

Product Sales— Product sales were $896,000 for the year endedrbtsme31, 2010 compared to $971,00(
the year ended December 31, 2009. The decreasb P, or 8%, was primarily due to the decreasasilies of
Cumulase and HYLENEX. Based on the recall of HYLBNER May 2010 and the termination of the HYLENEX
Partnership in January 2011, we expect only prosalets of Cumulase in future periods until HYLENEX
reintroduced to the market. As a result of the HXIEX Partnership termination, we will reassess theqal over
which the unamortized deferred revenue relatindpéoprepaid product-based payments totaling apprabely
$9.3 million at December 31, 2010 will be recogdiz€he period over which this amount will be ammet will be
based on the final outcome of the definitive agreinexpected to be signed by April 7, 2011.

Revenues Under Collaborative AgreementsRevenues under collaborative agreements werexzippately
$12.7 million for the years ended December 31, 281d2009. Revenues under collaborative agreerpeamarily
consisted of the amortization of license fees aildstone payments received from Roche and Baxter of
approximately $3.0 million and $10.1 million in 2D&nd 2009, respectively. The decrease of $7.1omjlbr 70%,
was due to the decrease in milestone paymentsrésult of the termination of the HYLENEX Partnapshn
January 2011, we will reassess the periods overhwthie unamortized deferred revenue relating taipifeont
payment totaling approximately $7.8 million at Dexd®er 31, 2010 will be recognized. The period ovkicw this
amount will be amortized will be based on the fimaicome of the definitive agreement expected teitpeed by
April 7, 2011.

Revenues under collaborative agreements also iedlteimbursements for research and developmeritssrv
from Roche of $5.2 million and $1.4 million and Beixof $4.2 million and $1.2 million in 2010 and(®)
respectively. Such reimbursements are for resesardrdevelopment services rendered by us at theseqfiRoche
and Baxter and the amount of future revenues elateeimbursable research and development ser@eesertair
We expect the non-reimbursement revenues undesatlaborative agreements to continue to increadeture
periods provided that our partners meet variousaal and regulatory milestones set forth in sugteaments.

Cost of Sales— Cost of sales were $985,000 for the year endetber 31, 2010 compared to $312,000 for
the year ended December 31, 2009. The increasenivaagrily due to a reserve for inventory obsolesecof
$875,000 for HYLENEX API in 2010 in connection withe termination of the HYLENEX Partnership in Janu
2011. The increase was offset in part by the dser@athe cost of sales due to a decrease in HYLYNEI sales il
2010. Based on the termination of the HYLENEX Parship in January 2011, we expect only cost of pcodales
of Cumulase in future periods until HYLENEX is riduced to the market.

Research and Development Research and development expenses were $51i8midl the year ended
December 31, 2010 compared to $56.6 million forythar ended December 31, 2009. The decrease ofiilich,
or 8%, was primarily due to a $3.4 million decresmsactivities supporting our PEGPH20 program mainl
manufacturing for clinical trial material and a $2nillion decrease in activities supporting theafist insulin
program mainly due to the completion of severalicéil trials in early 2010. The decrease was {brtidfset by a
$1.2 million increase in activities supporting tH€l-501 program. In connection with the reduction ia workforce
in October 2010, we incurred a one-time chargeséparation costs in the fourth quarter of 2010 wiwas mostly
offset by reduced compensation expenses duringjtister. We expect research and development tostsrease
slightly in future periods as we continue with alinical trial programs and continue to develop amghufacture ol
product candidates.

Selling, General and Administrative- SG&A expenses were $15.1 million for the yearezh®ecember 31,
2010 compared to $15.2 million for the year endeddénber 31, 2009. We expect SG&A expenses to isernea
future periods as we plan to increase sales ankatiag activities.

Share-Based Compensatiea Total compensation cost for our share-based patgwveas $4.9 million for the
year ended December 31, 2010 compared to $4.mflhir the year ended December 31, 2009. Researt
development expenses included share-based comipensbapproximately $2.5 million and $2.4 milliam2010
and 2009, respectively. SG&A expenses includedeshased compensation of approximately $2.3 milind $2.1
million in 2010 and 2009, respectively. As of Ded®m31, 2010, $6.8 million of total unrecognized
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compensation costs related to non-vested stockrmgptind restricted stock awards is expected tedmgnized over
a weighted average period of 2.5 years.

Other Income, net— Other income consisted of one-time grants of axiprately $978,000 received in 2010
under the Qualifying Therapeutic Discovery Projactgram administered under section 48D of the traleRevenu
Code, or QTDP. Other income, net also included@steincome of $49,000 for the year ended Decerdbe?010
compared to $101,000 for the year ended Decemhe&t0BB. The decrease in interest income was priynduie to
lower interest rates and lower average cash arfdezsivalent balances in 2010 as compared to the g&riod in
20009.

Net Loss— Net loss for the year ended December 31, 20108%3<2 million, or $0.56 per common share,
compared to $58.4 million, or $0.67 per common alfiar the year ended December 31, 2009. The dexieart
loss was primarily due to a decrease in operatipgreses and receipt of QTDP grants in 2010.

Comparison of Years Ended December 31, 2009 and3200

Product Sales— Product sales were $971,000 for the year endegmleer 31, 2009 compared to $712,000 for
the year ended December 31, 2008. The increas2s8f, @00, or 36%, was primarily due to the increaseasles of
HYLENEX and Cumulase.

Revenues Under Collaborative AgreementsRevenues under collaborative agreements werexzippately
$12.7 million for the year ended December 31, 28@8@pared to $8.1 million for the year ended Decamdlie
2008, which represents an increase of $4.6 mibios7%. Revenues under collaborative agreementsapity
consisted of the amortization of license fees aildstone payments received from Roche and Baxter of
approximately $10.1 million and $3.4 million in 2D&nd 2008, respectively. The increase of $6.7anillor 197%,
was primarily due to the increase in milestone payts. Revenues under collaborative agreementsralsoled
reimbursements for research and development serfroe Roche of $1.4 million and $1.7 million andx@er of
$1.2 million and $3.0 million in 2009 and 2008,pestively.

Cost of Sales— Cost of sales were $312,000 for the year endetiber 31, 2009 compared to $332,000 for
the year ended December 31, 2008. The decreagddfdP, or 6%, was mainly due to the decreaseetdist of
Cumulase sales in 2009.

Research and Development Research and development expenses were $56i6midl the year ended
December 31, 2009 compared to $44.2 million forythar ended December 31, 2008. The increase of $iflion,
or 28%, was primarily due to the increases in & supporting our ultrafast insulin program a0$% million and
PEGPH20 program of $2.9 million.

Selling, General and Administrative- SG&A expenses were $15.2 million for the yearezh®ecember 31,
2009 compared to $14.6 million for the year endeddnber 31, 2008. The increase of approximatel® $8D, or
4%, was primarily due to the increase in compeanatosts of $1.0 million and legal expenses reltdguhtent
applications of $845,000. The increase was paytadfset by a decrease in other legal expense& @f @illion.

Share-Based Compensatiea Total compensation cost for our share-based patgweas $4.5 million for the
year ended December 31, 2009 compared to $3.omflhir the year ended December 31, 2008. Reseatt
development expenses included share-based comipensaapproximately $2.4 million and $1.5 milliam 2009
and 2008, respectively. SG&A expenses includedeshased compensation of approximately $2.1 milind
$2.2 million in 2009 and 2008, respectively. Adefcember 31, 2009, $7.1 million of total unrecogdiz
compensation costs related to non-vested stockmgptind restricted stock awards is expected tedmgnized over
a weighted average period of 2.7 years.

Other Income, net— Other income, net consisted of interest incom®1df1,000 for the year ended
December 31, 2009 compared to $1.7 million forytear ended December 31, 2008. The decrease ieshiacom:
was primarily due to lower cash and cash equivdlat@nces and lower interest rates in 2009 as cadpa the
same period in 2008.

Net Loss— Net loss for the year ended December 31, 200995821 million, or $0.67 per common share,
compared to $48.7 million, or $0.61 per common slfiar the year ended December 31, 2008. The inereaset
loss was primarily due to an increase in operatixgenses, partially offset by increases in revenues
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Liquidity and Capital Resources

Our principal sources of liquidity are our existiogsh and cash equivalents. As of December 31, 204 0ad
cash and cash equivalents of approximately $83I8miWe will continue to have significant caslgugrements to
support product development activities. The amaunat timing of cash requirements will depend onsihecess of
our clinical development programs, regulatory aratkat acceptance, and the resources we devotsedarch and
other commercialization activities.

We believe that our current cash and cash equitsaleill be sufficient to fund our operations forl@ast the
next twelve months. Currently, we anticipate tokt cash burn of approximately $47.0 to $52.0 onillior the year
ending December 31, 2011, depending on the progfessious preclinical and clinical programs, theing of our
manufacturing scale up and the achievement of uanivilestones under our existing collaborative agrents. We
do not expect our revenues to be sufficient to fopérations for several years. We expect to furrdbperations
going forward with existing cash resources, anéitgd revenues from our existing collaborations awh that we
will raise through future transactions. We may ffica future cash needs through any one of the fallgpfinancing
vehicles: (i) the public offering of securities) (iew collaborative agreements; (iii) expansionsawisions to
existing collaborative relationships; (iv) privdieancings; and/or (v) other equity or debt finarys.

In January 2010, we filed a shelf registrationesta#nt on Form S-3 (Registration No. 333-164215tvhi
allows us, from time to time, to offer and selltopb100.0 million of equity or debt securities.September 2010,
we sold approximately $60.2 million of our commdack in an underwritten public offering at a neicprof $7.25
per share. We may utilize this universal shelhia tuture to raise capital to fund the continuedettspment of our
product candidates, the commercialization of oodpcts or for other general corporate purposes.

In June 2009, we sold approximately $40.0 millidmar common stock in a public offering at a prafe$6.50
per share under a prior shelf registration statérmer-orm S-3 (Registration No. 333-155787) whi@swiled in
November 200€

Our existing cash and cash equivalents will noadbequate to fund our operations until we becomk ftas
positive, if ever. We cannot be certain that add&i financing will be available when needed og\éilable,
financing will be obtained on favorable terms. & are unable to raise sufficient funds, we willchéedelay, scale
back or eliminate some or all of our research aketbpment programs, delay the launch of our prodacdidates,
if approved, and/or restructure our operationsudfraise additional funds by issuing equity se@sjtsubstantial
dilution to existing stockholders could resultwié raise additional funds by incurring debt finangithe terms of
the debt may involve significant cash payment a@ti@ns as well as covenants that may restrict bilityato operatt
our business.

Operating Activities

Net cash used in operations was $45.4 million dutire year ended December 31, 2010 compared to
$40.1 million of net cash used in operations dutlrgyear ended December 31, 2009. This changeriraarily
due to a reduction in partnerships payments ofa@mately $13.5 million and an increase of appraadiety
$3.2 million cash payments for prepaid expensesotimel assets in 2010; partially offset by a deswena operating
expenses of approximately $4.2 million and a dessred approximately $5.4 million in cash paymenpisaccounts
payable and accrued expenses. In addition, wevet&978,000 in QTDP grants offsetting cash usegperating
activities for the year ended December 31, 2010.

Net cash used in operations was $40.1 million dytire year ended December 31, 2009 compared to
$35.4 million of net cash used in operations dutlrggyear ended December 31, 2008. This changeriraarily
due to increased operating expenses of approxiyndie.9 million and timing of accounts payable asdrued
expenses payments; partially offset by increasesh@ahip payments of approximately $15.1 milliarmidg 2009
as compared to 2008.

Investing Activities

Net cash used in investing activities was $647 ihg the year ended December 31, 2010 compared to
$1.5 million during the year ended December 31920is was primarily due to a decrease in purchas@ropert
and equipment during 2010.
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Net cash used in investing activities was $1.5iamlduring the year ended December 31, 2009 cordgare
$1.2 million during the year ended December 31820his was primarily due to an increase in purebaxf
property and equipment during 2009.

Financing Activities

Net cash provided by financing activities was $6hiBion during the year ended December 31, 20lfigarec
to $45.4 million during the year ended December2BD9. Net cash provided by financing activitiesiniy 2010
primarily consisted of net proceeds of $60.0 millfcom the sale of our common stock in Septembé&02hd
$1.8 million from stock option exercises. Net castwided by financing activities during 2009 priiaconsisted
of net proceeds of $38.2 million from the sale of common stock in June 2009 and $7.2 million frearrant and
stock option exercises.

Net cash provided by financing activities was $4%6ilion during the year ended December 31, 2008 marec
to $2.6 million during the year ended December2BD8. Net cash provided by financing activitiesingi2009
primarily consisted of net proceeds of $38.2 millfoom the sale of our common stock in June 20@D an
$7.2 million from warrant and stock option exersisiet cash provided by financing activities dur2@8
primarily consisted of proceeds from warrant amatlstoption exercises.

Off-Balance Sheet Arrangements

As of December 31, 2010, we did not have any mlatiips with unconsolidated entities or financial
partnerships, such as entities often referred &irastured finance or special purpose entitieschvivould have
been established for the purpose of facilitatirfgbaflance sheet arrangements or other contractoattpw or
limited purposes. In addition, we did not engag#awling activities involving non-exchange tradedtcacts. As
such, we are not materially exposed to any finapdiquidity, market or credit risk that could aig we had
engaged in these relationships.

Contractual Obligations
As of December 31, 2010, future minimum payments aluwder our contractual obligations are as follows:

Payments Due by Period

Less than More than

Contractual Obligations: Total 1 Year 1-3 Years 4-5 Years 5 Years
Operating lease $ 4,603,75 $ 2,217,811 $2,385,42f $ 51¢ % —
License payment 1,975,00! 775,00( 600,00( 600,00( —
Purchase obligations(: 30,703,42 28,389,96 1,636,39! 533,27: 143,791
Total $37,282,18 $31,382,77 $4,621,82.  $1,133,791  $143,79(

(1) Purchase obligations include outstanding purchaders for outsourced research and developmentcgsrior
our various preclinical and clinical programs, floe manufacturing of our products for clinical ammnmercial
use and other recurring purchases and services im#oie normal course of busine

As of December 31, 2010, we had no long-term debapital lease obligations.

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

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

« the costs of filing, prosecuting, defendingl @mforcing any patent claims and other intelldgiwaperty
rights;

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

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

See Note 2Summary of Significant Accounting Policies — Pegdidoption of Recent Accounting
Pronouncement, in the Notes to Consolidated Financial Statemfmmta discussion of recent accounting
pronouncements and their effect, if any, on the gamy.

ltem 7A. Quantitative and Qualitative Disclosures About MagkRisk

Our primary exposure to market risk is interesbme sensitivity, which is affected by changes mdleneral
level of U.S. interest rates, particularly becatieemajority of our investments are in short-terierketable
securities. The primary objective of our investmecitivities is to preserve principal while at tlzere time
maximizing the income we receive from our investtaawithout significantly increasing risk. Some bétsecurities
that we invest in may be subject to market riskisTheans that a change in prevailing interest mrat@g cause the
value of the investment to fluctuate. For examiflere purchase a security that was issued witkkedfinterest rate
and the prevailing interest rate later rises, tilee of our investment will probably decline. Tonmiize this risk,
we typically invest all, or substantially all, ofiocash in money market funds that invest primanlgovernment
securities. Our investment policy also permits stieents in a variety of securities including comerempaper and
government and non-government debt securitiesehe@l, money market funds are not subject to naiste
because the interest paid on such funds fluctwateshe prevailing interest rate. As of Decembgr 3010, we did
not have any holdings of derivative financial omeoodity instruments, or any foreign currency denaated
transactions, and all of our cash and cash equitsalgere in money market mutual funds and othezstments that
we believe to be highly liquid.

Item 8. Financial Statements and Supplementary D¢

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

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

None.

Iltem 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and proceduresatetiesigned to ensure that information requivdakt
disclosed in our Exchange Act reports is recorgencessed, summarized and reported within the iti@ekpecifie
in the Securities and Exchange Commission’s rubesfarms, and that such information is accumulated
communicated to our management, including our Chiefcutive Officer and Chief Financial Officer, as
appropriate, to allow timely decision regardinguieed disclosure. In designing and evaluating tiseldsure
controls and procedures, management recognizedlyatontrols and procedures, no matter how waligted and
operated, can only provide reasonable assuranaehadving the desired control objectives, and athéing a
reasonable level of assurance, management nedgssasirequired to apply its judgment in evaluatihg cost-
benefit relationship of possible controls and pohes.

Under the supervision and with the participatiomof management, including our principal executffeer
and principal financial officer, we conducted amlenation of our disclosure controls and proceduaessuch term is
defined under Rule 13a-15(e) promulgated undeS#wurities Exchange Act of 1934, as amended. Barséklis
evaluation, our principal executive officer and puncipal financial officer concluded that our dissure controls
and procedures were effective as of the end opéned covered by this Annual Report on Form 10-K.

Changes in Internal Control Over Financial Reporting

There have been no significant changes in ourriaterontrol over financial reporting that occurdding the
quarter ended December 31, 2010, that have mayeafédcted, or are reasonably likely to materiaffect our
internal control over financial reporting.
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Managemen’s Report on Internal Control Over Financial Reporting

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

« Pertain to the maintenance of records that in ressle detail accurately and fairly reflect the sattions an
dispositions of our asse!

« Provide reasonable assurance that transa@rmen®corded as necessary to permit preparatitinasfcial
statements in accordance with generally accepteauating principles, and that receipts and expenekt ar
being made only in accordance with authorizatidnsuo management and directors; ¢

» Provide reasonable assurance regarding pliewentt timely detection of unauthorized acquisitiose or
disposition of our assets that could have a mateffiact on our financial statemen

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or dete
misstatements. Projections of any evaluation afatiffeness to future periods are subject to thethiat controls

may become inadequate because of changes in amglitir that the degree of compliance with thecpesi or
procedures may deteriorate.

Our management assessed the effectiveness oftetmahcontrol over financial reporting as of Det®m31,
2010. In making this assessment, our managemedtthseriteria set forth by the Committee of Spoimgp
Organizations of the Treadway Commission (COSOpternal Control-Integrated Framework.

Based on our assessment, management concludeddhwtDecember 31, 2010, our internal control over
financial reporting is effective based on thoséecia.

The independent registered public accounting fiat udited the consolidated financial statemdrasdre
included in this Annual Report on Form 10-K hasiestan audit report on the effectiveness of owriral control
over financial reporting as of December 31, 201tk Teport appears below.
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
Halozyme Therapeutics, Inc.

We have audited Halozyme Therapeutics, Inc.’s iv@kecontrol over financial reporting as of Decem®gy
2010, based on criteria established in Internalt@br— Integrated Framework issued by the Committee
Sponsoring Organizations of the Treadway Commisftleen COSO criteria). Halozyme Therapeutics, Inc.’s
management is responsible for maintaining effedtiternal control over financial reporting and fte assessment
of the effectiveness of internal control over fingh reporting included in the accompanying Managetis Report
on Internal Control Over Financial Reporting. Oesponsibility is to express an opinion on the camyfsainternal
control over financial reporting based on our audit

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

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

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

In our opinion, Halozyme Therapeutics, Inc. maimégi, in all material respects, effective interraitcol over
financial reporting as of December 31, 2010, basethe COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), the consolidated balance shedislozyme Therapeutics, Inc. as of December 310201 2009,
and the related consolidated statements of opestaash flows and stockholders’ equity for eacthefthree years
in the period ended December 31, 2010 of Halozyherdpeutics, Inc. and our report dated March 11120
expressed an unqualified opinion thereon.

/sl Ernst & Young LLP
San Diego, California

March 11, 2011
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Iltem 9B. Other Information

None.

PART IlI

Item 10. Directors, Executive Officers and Corporate Govente

The information required by this item regardingediors is incorporated by reference to our DefipifProxy
Statement (the “Proxy Statement”) to be filed with Securities and Exchange Commission in conmeetith our
2011 Annual Meeting of Stockholders under the hagdElection of Directors.” The information requitéy this
item regarding compliance with Section 16(a) of Seeurities Exchange Act of 1934, as amendedcimfiorated
by reference to the information under the captiGorhpliance with Section 16(a) of the Exchange Actbe
contained in the Proxy Statement. The informatemuired by this item regarding our code of ethicimcorporated
by reference to the information under the capti@ode of Conduct and Ethics” to be contained inRnaxy
Statement. The information required by this itegareling our audit committee is incorporated by nexfee to the
information under the caption “Board Meetings arahinittees - Audit Committee” to be contained in Buoxy
Statement.

Executive Officers

Gregory |. Frost, Ph.D. (39Rresident, Chief Executive Officer and Director. Brost was named Halozyme’s
President and Chief Executive Officer in Decemt#k® Dr. Frost was Vice President and Chief Exeeubfficer
from 1999 through December 2010. He brought theding enzyme technologies to Halozyme in 1999 asd h
spent more than fifteen years conducting reseamdh@ extracellular matrix. Over his eleven yeaddaozyme,
Dr. Frost has led the R&D efforts from discoveryoilgh FDA approval for a number of biotechnologgdrcts.
Prior to Halozyme, he was a Scientist at the Sid¢ieymel Cancer Center. In the Department of Paiipplat the
University of California, San Francisco, his woekl Idirectly to the purification, cloning, and chateization of the
human hyaluronidase gene family, and the discowtsgveral metabolic disorders. He has authorediplail
scientific peer-reviewed and invited articles ie thyaluronidase field and is an inventor on sevieglpatents.

Dr. Frost is a member of the American AssociatmnG@ancer Research and the American Society ofdalin
Oncology and he is registered to practice befoedi!s. Patent and Trademark Office. Dr. Frost ehhig B.A. in
biochemistry and molecular biology from the Uningref California, Santa Cruz, and his Ph.D. in bepartment
of Pathology at the University of California, Sarafcisco.

Kurt A. Gustafson (43)/ice President, Secretary and Chief Financial @ffiér. Gustafson joined Halozyme
in 2009 with extensive operational and managerpegence in financial planning and analysis, aotiog, treasur
and international responsibility gained during Hsyears with Amgen Inc. In his most recent positias Vice
President, Manufacturing Finance, Mr. Gustafsonfirahcial responsibility for each of Amgen’s wonlidie
manufacturing sites and the Cost Accounting Grélgowas responsible for the financial planning, @astounting,
capital planning and procurement activities at ezfdhese sites from 2006 to 2009. From 2004 td5200
Mr. Gustafson was Vice President, Finance and CiH@x@en International, responsible for financisuphing and
accounting for Ex-US operations. Stationed in Seviend, Mr. Gustafson was responsible for Amgdnternatione
Operations, which spanned Europe, the Middle Esttern Europe, North Africa and Australia. Frod@eo
2004, Mr. Gustafson headed up Corporate Finantaaiithg and Analysis, most recently as Vice Preagide
Corporate Financial Planning & Analysis. In thigerche was responsible for worldwide consolidatiéthe
company’s forecasts. He also led the Corporatertgssi Analysis group, which provided financial aedision
support to the Product Strategy Teams. From 192080, Mr. Gustafson held multiple positions in Aengs
Treasury group with increasing levels of respofisibimost recently serving as Treasurer, whereversaw the tax
department and the customer finance group. Prifmining Amgen, Mr. Gustafson worked in public asoting as
Staff Auditor at Laventhol & Horwath in Chicago. ldarned a B.A. in accounting from North Park Un$itgrin
Chicago and an M.B.A from University of Californlags Angeles.

William J. Fallon (54)Vice President, Manufacturing & Operations. Mr.l6aljoined Halozyme in 2006 as
Vice President, Manufacturing & Operations. Higu@ssibilities include oversight of all aspectsmtirnal and
external manufacturing and facilities operatiorsswall as bioprocess development. Prior to Halozymeeserved as
President and Chief Executive Officer of CytovaBéglogics, a contract manufacturing organizatioatth
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provides manufacturing and development servicéisediotechnology industry. From 2001 to 2003, las Wice
President of Technical Operations at Genzyme Catjmor, having held the same position at Novazyme
Pharmaceuticals, Inc. prior to its acquisition byn@yme in 2001. Mr. Fallon joined Novazyme fromigkaryotic
Therapies, where he was Vice President of Manurfiexcfdrom 1998 to 2001. From 1993 to 1998, he wapleyed
in several management positions for the Ares-Se@noap, including Vice President, U.S. Manufactgrin
Operations. In this role, he served as general ga@naverseeing the production and distributioalbbf Serono’s
approved biotechnology products in the United Stafeom 1990 to 1992, he was Director of Manufaatufor
Centocor, Inc. His prior experience also includasous management and operational roles at Invifrorporation
and Travenol-Genentech Diagnostics. Mr. FallonedmanB.S. in marine science and a B.A. in biolagynfLong
Island University, and an M.S. in biology from Nuwgastern University.

H. Michael Shepard, Ph.D. (6LYijce President, Chief Scientific Officer. Dr. Sheghgoined Halozyme in 2009
as Vice President, Discovery Research with extensiperience in the biotechnology industry. He prasnoted to
Chief Scientific Officer in December 2010. Dr. Shaghhas been a founder or co-founder of sever&dlimology
companies and his work has included protein therégse(Receptor BioLogix, Inc., 2003-2008), smabletules
(NewBiotics, Inc., 1997-2002), gene therapy (Cdnjt,/Schering-Plough Corporation, 1992-1997), amwhoclonal
antibody therapeutics (Genentech, Inc. 1980-1982jle at Genentech, Dr. Shepard participated inyntdrihe
early programs that transformed Genentech intarawercial success. Among his most important accahpients
was the description of a key mechanism by whichatucells can escape the host immune system. This led to
the discovery of the breast cancer drug Hercépttrastuzumab). In 2007, Dr. Shepard shared the &dakipert
Prize from Harvard Medical School in recognitiontlos achievement. Dr. Shepard received his bactsetiegree i
zoology from the University of California, Davisahis Ph.D. in Molecular, Cellular and Developméialogy
from Indiana University. Dr. Shepard was also agastoral fellow at Indiana University, supportedthe Damon
Runyon Cancer Research Foundation.

Michael J. LaBarre, Ph. D. (47Vice President, Product Development. Dr. LaBariegd Halozyme in 2008
and oversees all of Halozyme’s product developrafotts, bringing strong expertise in chemistry nuiacturing
and controls (CMC) based on his extensive expegiémthe biotechnology industry for both biologarsd small
molecules. In his previous role as Vice Presidémroduct Development at Paramount BioSciences,,LLC
Dr. LaBarre led the CMC efforts for all of the prad development programs within Paramount’s pddfd®rior to
joining Paramount, Dr. LaBarre served in variousesrch and development positions from 1995 to 20@3ogen
Idec (previously IDEC), where he had responsibilityanalytical and formulation development, protpirification
and biochemical characterization supporting numetD and BLA submissions, including those for Ran® and
Zevalin® . His last position with Biogen Idec was DirectdérAmalytical and Protein Biochemistry. Prior to IBE
Dr. LaBarre spent two years at Vical, Inc. in tmalgtical methods development group. He begandrises at
Hybritech, where he held positions in regulatofigia$ and manufacturing technical support, focuging
radiolabeled antibody technologies and analytibahaistry. Dr. LaBarre received his B.S. in cherngiftom
Southampton College and his Ph.D. in bioinorgahengistry from the University of Arizona.

Item 11. Executive Compensatio

The information required by this item is incorpaby reference to the information under the captio
“Executive Compensation” to be contained in thexiprStatement.

Item 12. Security Ownership of Certain Beneficial Owners anbnagement and Related Stockholder Matt

Information relating to securities authorized fesuance under our equity compensation plans ferdbtin
“ltem 5. Market for Registrant's Common Equity, Rield Stockholder Matters and Issuer PurchasesuwifyEq
Securities” above in this Annual Report. The otfihéarmation required by this item is incorporatedrbference to
the information under the caption “Security Owngushf Certain Beneficial Owners and Management Ratated
Stockholder Matters” to be contained in the Protgt&nent.
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Item 13. Certain Relationships and Related Transactions, abitector Independence

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

Item 14. Principal Accounting Fees and Servict

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

Item 15. Exhibits and Financial Statement Schedul

(a) Documents filed as part of this report.

1.

2.

Financial Statements:

Page
Report of Independent Registered Public Accourfdinm F-1
Consolidated Balance Sheets at December 31, 2@L2G09 F-2
Consolidated Statements of Operations for Eacheiyiears Ended December 31, 2010, 2009 and
2008 F-3
Consolidated Statements of Cash Flows for Eachefriears Ended December 31, 2010, 2009 and
2008 F-4
Consolidated Statements of Stockholders’ EquityHach of the Years Ended December 31, 2010,
2009 and 200 F-5
Notes to the Consolidated Financial Statem F-6

List of all Financial Statement schedules. Aledules are omitted because they are not apmicatihe

required information is shown in the Financial 8taénts or notes thereto.

3. List of Exhibits required by Item 601 of RegidatS-K. See part (b) below.
(b) Exhibits:
2.1  Agreement and Plan of Merger, dated November 1@7 20y and between the Registrant and the
Registrar’s predecessor Nevada corporatiot
3.1 Amended and Restated Certificate of Incorporatiafiled with the Delaware Secretary of State on
October 7, 2007(Z
3.2 Certificate of Designation, Preferences and Rightke terms of the Series A Preferred Stoc
3.3 Bylaws(2)
4.1 Amended Rights Agreement between Corporate Stoaksfer, as rights agent, and Registrant, dated
November 12, 2007(1¢
1C.1  License Agreement between University of Connectémd Registrant, dated November 15, 200
1C.2  First Amendment to the License Agreement betweerddsity of Connecticut and Registrant, dated

January 9, 2006(¢

10.3* Commercial Supply Agreement with Avid Bioservicks;. and Registrant, dated February 16, 200

1C.4*

First Amendment to the Commercial Supply Agreentativeen Avid Bioservices, Inc. and Registrant,
dated December 15, 2006(1

10.5* Clinical Supply Agreement between Cook PharmicaCldand Registrant, dated August 15, 2008
1C.6# DeliaTroph Pharmaceuticals, Inc. 2001 Amended agstdRed Stock Plan and form of Stock Option

Agreements for options assumed thereundk

1C0.7# 2004 Stock Plan and Form of Option Agreement theder(4)

10.8# Halozyme Therapeutics, Inc. 2005 Outside Dire’ Stock Plan(7

10.9# Form of Stock Option Agreement (2005 Outside Diwes’ Stock Plan)(11
1C.10¢ Form of Restricted Stock Agreement (2005 Outside®ors’ Stock Plan)(11
1C.11#4 Halozyme Therapeutics, Inc. 2006 Stock Plan

1C.12#¢ Form of Stock Option Agreement (2006 Stock Plan)

1C.13# Form of Restricted Stock Agreement (2006 Stock YP14r)

1C.14# Halozyme Therapeutics, Inc. 2008 Stock Plan

1C.15¢ Form of Stock Option Agreement (2008 Stock Plan)

1C0.16% Form of Restricted Stock Agreement (2008 Stock yP24)

1C.17¢ Halozyme Therapeutics, Inc. 2008 Outside Dire’ Stock Plan(19

1C.18# Form of Restricted Stock Agreement (2008 Outside®ors’ Stock Plan)(25
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1C.19¢ Form of Indemnity Agreement for Directors and ExeaiOfficers(17)

1C.20#4 Outside Director Compensation Plan(.

1C.21# 2008 Senior Executive Incentive Structure(

1C.22# 2009 Senior Executive Incentive Plan(.

1C.23% 2010 Senior Executive Incentive Plan(.

1C.24% Change in Control Policy(2(

1C.25¢ Severance Policy(2:

10.26* Amended and Restated Exclusive Distribution Agresrbetween Baxter Healthcare Corporation, B
Healthcare S.A. and Registrant, dated FebruargQ@7(14)

1C0.27* Amended and Restated Development and Supply Agmetdmetwveen Baxter Healthcare Corporation,
Baxter Healthcare S.A. and Registrant, dated Feprig 2007(14

1C.28* License and Collaboration Agreement between Battéaithcare Corporation, Baxter Healthcare S.A.
and Registrant, dated February 14, 2007

1C.29 Termination Agreement between Halozyme Inc., Babdealthcare Corporation and Baxter Healthcare
S.A, effective January 7, 2011(z

1C.30* Enhanze Technology License and Collaboration Agesdrhetween Baxter Healthcare Corporation,
Baxter Healthcare S.A. and Registrant, dated Sdme, 2007(16

1C.31* License and Collaboration Agreement between F.affn-La Roche Ltd, Hoffmanbha Roche Inc. an
Registrant dated December 5, 2006(

1C.32 Sublease Agreement (11404 Sorrento Valley Roafctefe as of July 2, 2007 (1

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

1C0.34 Underwriting Agreement between Halozyme Therapsutitc. and Jefferies & Company, Inc., dated
June 23, 2009(21

1C0.35 Underwriting Agreement between Halozyme Therapsutitc. and Barclays Capital Inc., dated
September 8, 2010(2

10.36 Separation Agreement And General Release of Ainddetween Halozyme Therapeutics, Inc. and
Jonathan E. Lin

211  Subsidiaries of Registrant(

23.1 Consent of Independent Registered Public Accourking

31.1 Certification of Chief Executive Officer pursuantRule 13a-14(a) and 15d-14(a) of the Securities
Exchange Act of 1934, as amenc

31.2  Certification of Chief Financial Officer pursuat Rule 13a-14(a) and 15d-14(a) of the Securities
Exchange Act of 1934, as amenc

32 Certification of Chief Executive Officer and Chigihancial Officer pursuant to 18 U.S.C. 1350, as
adopted pursuant to Section 906 of the Sart-Oxley Act of 200z

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

(2) Incorporated by reference to the Registsudgfinitive proxy statement filed with the SECorm DEF14A ol
October 11, 2007

(3) Incorporated by reference to the Registrant’s Reggion Statement on Form SB-2 filed with the Corssion
on April 23, 2004

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

(5) Incorporated by reference to the Registrant’s Reggisn Statement on Form S-8 filed with the Conwsiais on
October 26, 200«

(6) Incorporated by reference to the Regisf's Current Report oForm ¢-K, filed February 22, 200!

(7) Incorporated by reference to the Regist's Current Report oForm &K, filed July 6, 2005

(8) Incorporated by reference to the Regisf's Current Report oForm ¢-K, filed January 12, 200t

(9) Incorporated by reference to the Regist's Annual Report oForm 1(-KSB/A, filed March 29, 2005
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(10) Incorporated by reference to the Regist's Current Report oForm &K, filed March 24, 2006

(11) Incorporated by reference to the Regist's Quarterly Report oForm 1(-Q, filed August 8, 200€
(12) Incorporated by reference to the Regist's Current Report oForm &K/A, filed December 15, 2001
(13) Incorporated by reference to the Regist's Current Report oForm ¢-K, filed December 21, 200!
(14) Incorporated by reference to the Regist's Current Report oForm &K/A, filed February 20, 200°
(15) Incorporated by reference to the Regist's Current Report oForm &K, filed July 31, 2007

(16) Incorporated by reference to the Regist's Current Report oForm &K, filed September 12, 200
(17) Incorporated by reference to the Regist's Current Report oForm &K, filed December 20, 200
(18) Incorporated by reference to the Regist's Annual Report oForm 1(-K, filed March 14, 2008
(19) Incorporated by reference to the Regist's Current Report oForm &K, filed March 19, 2008

(20) Incorporated by reference to the Regist's Current Report oForm &K, filed April 21, 2008.

(21) Incorporated by reference to the Regist's Quarterly Report oForm 1(-Q, filed May 9, 2008

(22) Incorporated by reference to the Regist's Quarterly Report oForm 1(-Q, filed November 7, 200¢
(23) Incorporated by reference to the Regist's Current Report oForm &K, filed February 9, 200¢
(24) Incorporated by reference to the Regist's Current Report oForm &K, filed June 23, 200¢

(25) Incorporated by reference to the Regist's Quarterly Report oForm 1(-Q, filed August 7, 2009
(26) Incorporated by reference to the Regist's Current Report oForm &K, filed February 8, 201(
(27) Incorporated by reference to the Regist's Current Report oForm &K, filed September 9, 201
(28) Incorporated by reference to the Regist's Current Report oForm &K, January 10, 201:

* Confidential treatment has been requested foriogptartions of this exhibit. These portions havememitted
from this agreement and have been filed separaii¢tfythe Securities and Exchange Commiss
# Indicates management contract or compensatorygslarrangemen

(c) Financial Statement Schedules. See Iltem 1%(@)2e.
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SIGNATURES

Pursuant to the requirements of the Securities &xg@ Act of 1934, the Registrant has duly causedéeport
to be signed on its behalf by the undersignedénGiy of San Diego, on March 11, 2011.

Halozyme Therapeutics, Inc.,
a Delaware corporatic

Date: March 11, 201 By: /s/ Gregory I. Frost, Ph.D.

Gregory |. Frost, Ph.L
President and Chief Executive Offi

POWER OF ATTORNEY

Know all persons by these presents, that each perBose signature appears below constitutes anoirgpp
Gregory |. Frost and Kurt A. Gustafson, and eacthefn, as his true and lawful attorneys-in-fact agdnts, with
full power of substitution and resubstitution, fom and in his name, place, and stead, in any Hrdacities, to
sign any and all amendments to this Annual Repod, to file the same, with all exhibits theretod ather
documents in connection therewith, with the Semgiand Exchange Commission, granting unto saidregys-in-
fact and agents, and each of them, full power aridlogity to do and perform each and every act anytrequisite
and necessary to be done in connection therevétfully to all intents and purposes as he mightaarid do in
person, hereby ratifying and confirming that albsatorneys-in-fact and agents, or any of thertheir or his
substitute or substituted, may lawfully do or cattsbe done by virtue thereof.

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

Signature Title Date

/sl Gregory I. Frost, Ph.I

Gregory |. Frost, Ph.C
/s/ Kurt A. Gustafsol

Kurt A. Gustafson

/s/ Kenneth J. Kelle

Kenneth J. Kelle
/s/ Robert L. Engler, M.C

Robert L. Engler, M.D
/sl Kathryn E. Falber

Kathryn E. Falber;
/s/ Randal J. Kirl

Randal J. Kirk

/s/ Connie L. MatsL

Connie L. Matsu
/s!/ John S. Patton, Ph.

John S. Patton, Ph.l

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

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

Chairman of the Board of Directors

Director

Director

Director

Director

Director
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
Halozyme Therapeutics, Inc.

We have audited the accompanying consolidated balsineets of Halozyme Therapeutics, Inc. as of
December 31, 2010 and 2009, and the related cdasetl statements of operations, cash flows anétsitaers’
equity for each of the three years in the periatkenDecember 31, 2010. These financial statemeatha
responsibility of the Company’s management. Oupaasibility is to express an opinion on these fiah
statements based on our audits.

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

In our opinion, the financial statements referredlbove present fairly, in all material respedis, ¢onsolidated
financial position of Halozyme Therapeutics, IncDacember 31, 2010 and 2009, and the consolidasedts of its
operations and its cash flows for each of the tlgezers in the period ended December 31, 2010, nfocmity with
U.S. generally accepted accounting principles.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), Halozyme Therapeutics, Inc.’srimecontrol over financial reporting as of Decem®g, 2010,
based on criteria established in Internal Controlntegrated Framework issued by the Committee ohSpring
Organizations of the Treadway Commission and opontedated March 11, 2011 expressed an unqualifpéoion
thereon.

/sl Ernst & Young LLP

San Diego, California
March 11, 2011
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HALOZYME THERAPEUTICS, INC.

CONSOLIDATED BALANCE SHEETS

ASSETS

Current asset:
Cash and cash equivalel
Accounts receivabl
Inventory
Prepaid expenses and other as

Total current asse
Property and equipment, r

Total Asset:

LIABILITIES AND STOCKHOLDERS

Current liabilities:
Accounts payabl
Accrued expense
Deferred revenu

Total current liabilities
Deferred revenue, net of current port
Deferred rent, net of current porti
Commitments and contingencies (Note
Stockholder equity:

December 31,

December 31,

Preferred stock — $0.001 par value; 20,000,000eshanthorized; no shares

issued and outstandir

Common stock — $0.001 par value; 150,000,000 starg®rized; 100,580,84
and 91,681,756 shares issued and outstanding anider 31, 2010 and 200!

respectively
Additional paic-in capital
Accumulated defici
Total stockholder equity
Total Liabilities and Stockholde’ Equity

2010 2009
$ 83,25584 $ 67,464,50
2,328,26! 4,243 ,90!
193,42 1,159,55:
3,720,89 1,573,77
89,498,43 74,441,74
1,846,89! 2,708,011
$ 91,34533 $ 77,149,75

' EQUITY

$ 382036 $ 282049
8,605,56! 6,083,85.
2,917,12 5,492,60-
15,343,06 14,396,94
55,176,42 54,989,58
474,38 859,83
100,58: 91,68:
245,502,67  178,821,85
(225,251,79) (172,010,14)
20,351,45 6,903,38!

$ 9134533 $ 77,149,75

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

CONSOLIDATED STATEMENTS OF OPERATIONS

REVENUES:

Product sale

Revenues under collaborative agreem
Total revenue

OPERATING EXPENSES

Cost of product sale

Research and developme

Selling, general and administrati
Total operating expens

OPERATING LOSS

OTHER INCOME (EXPENSE)

Other income (expens

Interest income, ne

Total other income, n¢

NET LOSS BEFORE INCOME TAXE:
Income tax benef

NET LOSS

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

Years Ended December 31,

2010 2009 2008
$ 89551t $ 970,84 $ 711,93
12,728,59 _ 12,700,45 8,052,20:;
13,624,11 _ 13,671,30 8,764,13"
985,28: 311,89: 332,32
51,773,50  56,614,26  44,232,93
15,122,96 1520340 _ 14,633,58
67,881,74 7212956 _ 59,198,84
(54,257,63) (58,458,26) (50,434,70)
966,96 (3,010 (3,024
49,01 100,74° 1,720,52
1,015,98; 97,73 1,717,50:
(53,241,65) (58,360,52) (48,717,19)
— — (63,000
$(53,241,65) $(58,360,52) $(48,654,19)
$ (0.56) $ 0.67) $ (0.67)
9435769 _ 86,700,09 _ 79,843,70

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

CONSOLIDATED STATEMENTS OF CASH FLOWS

OPERATING ACTIVITIES:
Net loss

Adjustments to reconcile net loss to net cash usegerating

activities:

Share-based compensatic

Depreciation and amortizatic

Loss on disposal of equipme

Changes in operating assets and liabilit
Accounts receivabl
Inventory
Prepaid expenses and other as
Accounts payable and accrued expel
Deferred ren
Deferred revenu

Net cash used in operating activit

INVESTING ACTIVITIES:
Purchases of property and equipm

Net cash used in investing activiti

FINANCING ACTIVITIES:

Proceeds from issuance of common stock
Proceeds from exercise of stock options,
Proceeds from exercise of warrants,

Net cash provided by financing activiti

Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe

Supplemental disclosure of non-cash investing arahting

activities:

Accounts payable for purchases of property andpeaent

Years Ended December 31,

2010

2009

2008

$(53,241,65) $(58,360,52) $(48,654,19)

See accompanying notes to consolidated financsgistents.

4,866,32! 4,526,03! 3,695,84:
1,507,92! 1,443,73 1,047,87:
13,54: 2,68t 4,72¢
1,915,64 3,020,50.  (6,484,58)
966,12 (718,22) 262,14
(2,147,11)  1,017,37, (576,46¢)
3,437,080  (2,000,23)  4,788,34
(314,74 (113,34 363,48
(2,388,64) 11,033,73 _ 10,178,96
(45,385,50) (40,148,26) (35,373,86)
(646,54)  (1,461,02)  (1,159,74)
(646,549  (1,461,02)  (1,159,74)
59,965,005  38,174,37 —
1,858,33: 1,018,35 843,71

— 6,165,15: 1,726,71;
61,823,39 _ 45357,88 2,570,42!
15,791,34 3,748,600  (33,963,17)
67,464,550  63,71590 _ 97,679,08
$83,25584 $67,464,50 $63,715,90
$ 1380¢ $ 14349 $ 15947
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HALOZYME THERAPEUTICS, INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
Years Ended December 31, 2010, 2009 and 2008

BALANCE AT JANUARY 1, 2008

Shar-based compensation expel

Issuance of common stock pursuant to exercis
warrants, ne

Issuance of common stock pursuant to exerciseook
options

Issuance of restricted stock awa

Net loss

BALANCE AT DECEMBER 31, 200¢

Shar-based compensation expel

Issuance of common stock for cash,

Issuance of common stock pursuant to exercise of
warrants, ne

Issuance of common stock pursuant to exerciseook
options

Issuance of restricted stock awa

Net loss

BALANCE AT DECEMBER 31, 200¢

Shar-based compensation expel

Issuance of common stock for cash,

Issuance of common stock pursuant to exerciseook
options

Issuance of restricted stock awa

Net loss

BALANCE AT DECEMBER 31, 201(

Additional Total
Common Stock Paid-In Accumulated Stockholders’

Shares Amount Capital Deficit Equity
77,903,94 $ 77,90¢ $122,685,44 $ (64,995,42) $57,767,92
— — 3,695,84. — 3,695,84.
1,628,37- 1,62¢ 1,725,08! — 1,726,71.
1,828,83I 1,82¢ 841,88 — 843,71t
192,50( 19: (299 — —
— — — (48,654,19) (48,654,19)
81,553,65 81,55 128,948,06 (113,649,62) 15,379,99
— — 4,526,03! — 4,526,03!
6,150,00! 6,15( 38,168,22 — 38,174,37
3,140,78! 3,141 6,162,01 — 6,165,15!
717,32: 717 1,017,44 — 1,018,16.
120,00( 12C 73 — 19z
— — — (58,360,52) (58,360,52)
91,681,75 91,68: 178,821,85 (172,010,14) 6,903,38!
— — 4,866,32! — 4,866,32!
8,300,00it 8,30( 59,956,75 — 59,965,05
479,09: 47¢ 1,857,73 — 1,858,21.
120,00( 12C — 12C

(53,241,65) (53,241,65)

100,580,84 $100,58: $245,502,67 $(225,251,79) $ 20,351,45

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

Notes to Consolidated Financial Statements

1. Organization and Business

Halozyme Therapeutics, Inc. (“Halozyme” or the “Qmamy”) is a biopharmaceutical company dedicateti¢o
development and commercialization of recombinamtduu enzymes that either transiently modify tissogen the
skin to facilitate injection of other therapiesoarrect diseased tissue structures for clinicaklieriThe Company’s
existing products and its products under develogrmenbased primarily on intellectual property aovg the family
of human enzymes known as hyaluronidases.

The Companys operations to date have involved: (i) organizng staffing its operating subsidiary, Halozy
Inc.; (ii) acquiring, developing and securing #stinology; (iii) undertaking product developmentife existing
products and a limited number of product candidated (iv) supporting the development of partnqrextiuct
candidates. The Company currently has multiple fetgry programs in various stages of researchdaneélopmen
In addition, the Company has a key partnership withloffmann-La Roche, Ltd and Hoffmann-La Roche, |
(“Roche”) to apply Enhanz®! Technology to Roche’s biological therapeutic comqtsufor up to eight targets. The
Company also has a key partnership with BaxtertHeate Corporation (“Baxter”) to apply Enhanze Tremdbgy to
Baxter’s biological therapeutic compound, GAMMAGARIQUID ™. The Company also had a partnership with
Baxter, under which Baxter had worldwide marketiigints for HYLENEX®, a registered trademark of Baxter
International, Inc. ("HYLENEX Partnership”). In Jaary 2011, the Company and Baxter mutually agreed t
terminate the HYLENEX Partnership. There are twoketed products that utilize the Company'’s techgpio
HYLENEX, a hyaluronidase human injection used aa@jnvant to enhance the dispersion and absorpfiother
injected drugs and fluids, and Cumul&sea product used fan vitro fertilization (“IVF”). Currently, the Company
has received only limited revenue from the sale&Rifto the third party that produces Cumulaseddition to
other revenues from its partnerships with Baxter Rnche.

2. Summary of Significant Accounting Policies
Basis of Presentation

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

Use of Estimates

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

Cash and Cash Equivalents

Cash and cash equivalents consist of highly liguestments with original maturities of three mantir less
from the original purchase date.

Concentrations

Financial instruments that potentially subject @@mmpany to a significant concentration of crediktonsist of
cash and cash equivalents and accounts receividi#eCompany maintains its cash balances with ojerma
commercial bank and a major investment firm. Degdstld with the bank and investment firm exceedaimount
of insurance provided on such deposits.

The Company sells its products to establishedibligtrs in the pharmaceutical industry. Credititeaded
based on an evaluation of the customer’s finarcatition. Approximately 100% and 97% of the acdsun
receivable balance as of December 31, 2010 and, 28§8ectively, represents amounts due from twtous's.
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Management evaluates the collectibility of the ads receivable based on a variety of factors dioly the length
of time the receivables are past due, the finamgalth of the customer and historical experieBesed upon the
review of these factors, the Company did not reearéllowance for doubtful accounts at Decembe£810 and
2009. For the years ended December 31, 2010, 2002@08, 52%, 76% and 44% of total revenues wera fr
Roche and 42%, 20% and 51% of total revenues wene Baxter, respectively.

The Company relies on two third-party manufactuferghe supply of the active pharmaceutical inggetlin
each of its current products. Payments due to thaspliers represent 32% and 4% of the accounahpaypalance
at December 31, 2010 and 2009, respectively.

Accounts Receivable

Accounts receivable is recorded at the invoicedwarhand is non-interest bearing. Accounts recee bl
recorded net of an allowance for doubtful accou@tsrently, the allowance for doubtful accountgéso as the
collectibility of accounts receivable is reasonasdgured.

Inventory

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

Inventory at December 31, 2010 and 2009 consistaveimaterials used in the manufacture of the Caylga
HYLENEX and Cumulase products. As a result of #renination of the HYLENEX Partnership in January. 20
the Company recorded a reserve for inventory okselece of approximately $875,000 for HYLENEX AP foe
year ended December 31, 2010. As of December 31 20d 2009, the reserve for inventory obsolescesms
approximately $875,000 and $0, respectively.

Property and Equipment

Property and equipment are recorded at cost. Equnipia depreciated using the straight-line methaat their
estimated useful lives of three years and leasehgddovements are amortized using the straight+#ethod over
the estimated useful life of the asset or the |éase, whichever is shorter.

Impairment of Long-Lived Assets

The Company accounts for long-lived assets in alzoore with authoritative guidance for impairment or
disposal of long-lived assets. Long-lived assetsraviewed for events or changes in circumstanveeigh indicate
that their carrying value may not be recoverabte.the years ended December 31, 2010, 2009 and 2468 has
been no impairment of the value of such assets.

Fair Value of Financial Instruments

The carrying value of cash equivalents, accourtsivable, accounts payable and accrued expenses
approximates fair value. Séair Value Measurementselow for further discussion of fair value.

Fair Value Measurements

The Company follows the authoritative guidanceféir value measurements and disclosures, which gmon
other things, defines fair value, establishes asistent framework for measuring fair value and exjsadisclosure
for each major asset and liability category measatdair value on either a recurring or nonrecgrbasis. Fair
value is defined as an exit price that would beired to sell an asset or paid to transfer a lighih an orderly
transaction between market participants. As swaihylue is a market-based measurement that steuld
determined based on assumptions that market getits would use in pricing an asset or liability.
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The framework for measuring fair value providesexdrchy that prioritizes the inputs to valuatieshniques
used in measuring fair value as follows:

Level 1 Quoted prices (unadjusted) in active markets fenittal assets or liabilitie

Level 2 Inputs other than quoted prices included withindlelvthat are either directly or indirectly
observable; an

Level 3  Unobservable inputs in which little or no marketivty exists, therefore requiring an entity to
develop its own assumptions about the assumpti@israrket participants would use in prici

Cash equivalents of approximately $79.8 million &68.3 million at December 31, 2010 and 2009,
respectively, are carried at fair value and aresifeed within Level 1 of the fair value hierarchgcause they are
valued based on quoted market prices for idensiealirities. The Company has no instruments thatlassified
within Level 2 and Level 3.

Deferred Rent

Rent expense is recorded on a straight-line basistbe initial term of any lease. The differenetvieen rent
expense accrued and amounts paid under any leesmneant is recorded as deferred rent in the accoynma
consolidated balance sheets.

Comprehensive Income/Loss

Comprehensive income (loss) is defined as the ahamgquity during a period from transactions atitep
events and circumstances from non-owner sourcasp@hensive loss was the same as the Companylasset

Revenue Recognition

The Company generates revenues from product satbsadlaborative agreements. Payments receivedrunde
collaborative agreements may include nonrefundfggs at the inception of the agreements, licensg, feilestone
payments for specific achievements designatederctiiaborative agreements, reimbursements of relsead
development services and/or royalties on salesamfyzts resulting from collaborative agreements.

The Company recognizes revenues in accordancelhegtauthoritative guidance for revenue recognitidmne
Company recognizes revenue when all of the follgwgriteria are met: (1) persuasive evidence ofreangement
exists; (2) delivery has occurred or services Hmen rendered; (3) the seller’s price to the bis/éred or
determinable; and (4) collectibility is reasonahbsured.

Product Sales —Revenues from the sales of Cumulase and API forlase are recognized when the transfer
of ownership occurs, which is upon shipment toGloenpany’s distributor. The Company is obligatedd¢oept
returns for product that does not meet productifipations. Historically, the Company has not hay aroduct
returns as a result of not meeting product spextifios.

In accordance with the HYLENEX Partnership with Baxthe Company supplied Baxter with API for
HYLENEX at its fully burdened cost plus a margirax@er filled and finished HYLENEX and held it foulssequent
distribution, at which time the Company ensureadét product specifications and released it as abfgilfor sale.
Because of the Company’s continued involvementiéndevelopment and production process of HYLENBX, t
earnings process was not considered to be completerdingly, the Company deferred the revenueratated
product costs on the API for HYLENEX until the prexd was filled, finished, packaged and releasedtddanight
only return the API for HYLENEX to the Company ifdid not conform to the specified criteria setffion the
HYLENEX Partnership or upon termination of suchesgnent. In addition, the Company received prodased
payments upon the sale of HYLENEX by Baxter, inaxdence with the terms of the HYLENEX Partnership.
Product sales revenues were recognized as the @gnepaned such revenues based on Baxter's shiproknts
HYLENEX to its distributors when such amounts cobireasonably estimated. Effective January 7, 201
Company and Baxter mutually agreed to terminatéfieENEX Partnership and the associated agreemgets.
Note 5,"Deferred Revenue,” for further discussion.

F-8




Table of Contents

Halozyme Therapeutics, Inc.

Notes to Consolidated Financial Statements — (Comtiied)

Collaborative Agreements —Fhe Company analyzes each element of its collalveragreements to determine
the appropriate revenue recognition. The Compaoygmizes revenue on nonrefundable upfront paynserds
license fees in which it has an ongoing involvenmmerformance obligation over the period of digant
involvement under the related agreements. The Coynpcognizes milestone payments upon the achievieofie
specified milestones if: (1) the milestone is sab#ve in nature and the achievement of the milesteas not
reasonably assured at the inception of the agreeif®rhe fees are nonrefundable and (3) our pexdnce
obligations after the milestone achievement wilitimue to be funded by our collaborator at a legghparable to
the level before the milestone achievement. Angstilne payments received prior to satisfying thegenue
recognition criteria are recorded as deferred regeReimbursements of research and developmerntegsiare
recognized as revenue during the period in whiehsirvices are performed. Royalties to be recdiasdd on sales
of licensed products by the Company’s collaboraitweerporating the Company’s products will be ratiagd as
earned. See Note 5, “Deferred Revenue,” for furthezussion.

Cost of Sales

Cost of product sales consists primarily of rawemats, third-party manufacturing costs, fill ankigh costs
and freight costs associated with the sales of CaseyAPI for Cumulase and the API for HYLENEX. Cobsales
also consists of the write-down of obsolete inventéds a result of the termination of the HYLENE&rhership in
January 2011, the Company recorded a reservevfeniary obsolescence of $875,000 for HYLENEX AR thee
year ended December 31, 20

Research and Development Expenses

Research and development expenses include saaddsenefits, facilities and other overhead expgnse
external clinical trials, research-related manufeant services, contract services and other outsigeenses.
Research and development expenses are chargedraiiops as incurred when these expenditures reldhe
Company'’s research and development efforts and headternative future uses.

Advance payments, including nonrefundable amodiatgyoods or services that will be used or rendéoed
future research and development activities arergfeand capitalized. Such amounts will be reccgphizs an
expense as the related goods are delivered oeldted services are performed or such time whe@tmpany doe
not expect the goods to be delivered or servicéetperformed.

Milestone payments that the Company makes in cdimmewith in-licensed technology or product candéa
are expensed as incurred when there is uncertaimgceiving future economic benefits from the fised
technology or product candidates. The Company densithe future economic benefits from the licertsetinolog'
or product candidates to be uncertain until sutgnised technology or product candidates are apgfove
marketing by the U.S. Food and Drug Administrationwhen other significant risk factors are abatMdnagement
has viewed future economic benefits for all of icensed technology or product candidates to bertainn and has
expensed these amounts for accounting purposes.

Clinical Trial Expenses

Expenses related to clinical trials are accrue@dhasm the Company’s estimates and/or represensafiiom
service providers regarding work performed, inahgdactual level of patient enroliment, completidrpatient
studies and clinical trials progress. Other inctdeoosts related to patient enroliment or treatnae@ accrued when
reasonably certain. If the contracted amounts areified (for instance, as a result of changes éendimical trial
protocol or scope of work to be performed), the @any modifies its accruals accordingly on a prospedasis.
Revisions in the scope of a contract are chargedpense in the period in which the facts that gise to the
revision become reasonably certain. Historicalig, Company has had no material changes in itsalitiial
expense accruals that would have had a materiadhgn its consolidated results of operationsrmarftial position
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Restructuring Expense

In accordance with authoritative guidance for exitlisposal cost obligations, the Company recoossscand
liabilities associated with restructuring activitjienainly employee separation costs based on atdatstimates of
fair value in the period the liabilities are incedr In periods subsequent to initial measuremttities are
evaluated and adjusted as appropriate for changgscumstances at least on a quarterly basisseleder to
Note 11,“Restructuring Expense,” for further discussion.

Share-Based Payments

The Company records compensation expense assouitkestock options and other share-based compensat
in accordance with the authoritative guidance focls compensation. The cost of employee serviassved in
exchange for an award of equity instrument is mesgbat the grant date, based on the estimatedudhie of the
award, and is recognized as expense on a straighbasis, net of estimated forfeitures, over #wisite service
period of the award. Share-based compensation sgpegognized during the period is based on theevafl the
portion of share-based payment awards that is atéiym expected to vest during the period. Sharedas
compensation expense for an award with a performaandition is recognized when the achievemenudis
performance condition is determined to be probdbtbe outcome of such performance condition isdetermined
to be probable or is not met, no compensation esgp@nrecognized and any recognized compensatjgensr is
reversed. As share-based compensation expensenieethds based on awards ultimately expected tg itdss
been reduced for estimated forfeitures. The guidaaquires forfeitures to be estimated at the tirgrant and
revised, if necessary, in subsequent periods ifedorfeitures differ from those estimates. Prestirgy forfeitures
were estimated to be approximately 10% for emplsye¢he years ended December 31, 2010, 2009 abttit2dsel
on the Company'’s historical experience and thostsgfeer group. Total share-based compensatioanseprelated
to share-based awards for the years ended Dece&hp2910, 2009 and 2008 was comprised of the fatigw

Years Ended December 31,

2010 2009 2008

Research and developme $2,517,17. $2,441,90° $1,541,00:
Selling, general and administrati 2,349,15. 2,084,12 2,154,83!
Shar-based compensation expel $4,866,32!  $4,526,031  $3,695,84.
Net shar-based compensation expense, per basic and diluee $ 0.0t % 0.0t % 0.0t
Shar-based compensation expense fr

Stock options $4,022,791  $3,648,17. $2,691,57

Restricted stock awart 843,53! 877,85t 1,004,27.

$4,866,32!  $4,526,031  $3,695,84.

Cash flows resulting from tax deductions in exag@ghie cumulative compensation cost recognizeafions
exercised (excess tax benefits) are classifiecsls inflows provided by financing activities andlcautflows used
in operating activities. Due to the Company’s st position, no tax benefits have been recogrirzéte
consolidated statements of cash flows.

The cost of noremployee services received in exchange for an aefaeduity instrument is measured base:
either the fair value of the consideration receigethe fair value of the equity instruments issugkichever is mol
reliably measurable. The Company recognized apprabdly $0, $93,000 and $0 in stock-based compemsati
expense related to stock options granted to noriegraes for the years ended December 31, 2010, 2002008,
respectively. There were no non-employee stoclonptoutstanding at December 31, 2010 and 2009.
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Income Taxes

Income taxes are recorded in accordance with aitetioe guidance for accounting for income taxekiol
requires the recognition of deferred tax assetdiabdities to reflect the future tax consequenoésvents that have
been recognized in the Company’s consolidated filahistatements or tax returns. Measurement ofi¢tfierred
items is based on enacted tax laws. In the everfutiare consequences of differences between fialarporting
bases and tax bases of the Company’s assets hilididia result in a deferred tax asset, an evanabf the
probability of being able to realize the future efits indicated by such assets is required. The [i2my records a
valuation allowance to reduce the deferred taxtagedhe amount that is more likely than not tadegized.
Effective January 1, 2007, the Company adoptechtitieoritative guidance on accounting for uncerjgintincome
taxes, which prescribes a comprehensive modeldarthe Company should recognize, measure, present a
disclose in its consolidated financial statemeatuhcertain tax positions that the Company hasrtal expects to
take on a tax return.

Other Income

Other income for the year ended December 31, 26@6isted of one-time grants of approximately $908,0
received under the Qualifying Therapeutic Discovrgject program administered under section 48heinterna
Revenue Code.

Net Loss Per Share

Basic net loss per common share is computed bdidiyinet loss for the period by the weighted averag
number of common shares outstanding during the@g@ewithout consideration for common stock equimtde Stocl
options, unvested stock awards and warrants arsidened to be common equivalents and are only declun the
calculation of diluted earnings per common sharemdeir effect is dilutive. Because of the Compamet loss, a
outstanding stock options, unvested stock awardsamrants were excluded from the calculation. Toeenpany
has excluded the following stock options, unvestedk awards and warrants from the calculationilotetl net los:
per common share because their effect is antiradut

2010 2009 2008
Stock options and awari 8,095,36!  7,924,26! 7,447,28!
Warrants — — 3,230,65!

8,095,36! 7,924,261  10,677,94

Segment Information

The Company operates in one segment, which isstearch, development and commercialization of human
enzymes that either transiently modify tissue urnerskin to facilitate injection of other therapier correct
diseased tissue structures for clinical benefie Thief operating decision-makers review the opagatsults on an
aggregate basis and manage the operations asea gegating segment.

Pending Adoption of Recent Accounting Pronouncement

In April 2010, the FASB issued Accounting Standddgslate (“ASU”) No. 2010-17, Revenue Recognition
(Topic 605):Milestone Method of Revenue RecognitidédU No. 2010-17 states that the milestone meibied
valid application of the proportional performancedal when applied to research or development aeraegts.
Accordingly, an entity can make an accounting goditection to recognize a payment that is contihg@on the
achievement of a substantive milestone in its etytiin the period in which the milestone is achdvEhe milestone
method is not required and is not the only accdetaiethod of revenue recognition for milestone pagts. The
guidance in ASU No. 2010-17 is effective for fisgahrs beginning on or after June 15, 2010 andlmapplied
prospectively to milestones achieved after the ddopmlate or retrospectively for all periods prasenEarly
adoption is permitted provided that the revisedlgnce is retrospectively applied to the beginnifithe year of
adoption. The Company will adopt this guidance amuary 1, 2011. The Company does not expect
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the adoption of ASU No. 2010-17 to have a matémglact on its consolidated financial position cults of
operations.

In September 2009, the FASB issued ASU No. 200RE¥enue Recognition (Topic 60Bjultiple-
Deliverable Revenue Arrangeme. ASU No. 2009-13 requires an entity to allocatamagement consideration at
the inception of an arrangement to all of its dedables based on their relative selling prices. ASU
No. 200¢13 eliminates the use of the residual methodlotation and requires the relative-selling-pricetmé in
all circumstances in which an entity recognizegnese for an arrangement with multiple deliveralsigisject to
Accounting Standards Code 605-25. The guidanceSb No. 2009-13 is effective prospectively for rewen
arrangements entered into or materially modifiefiScal years beginning on or after June 15, 2&E0ly adoption
is permitted. The Company does not expect the atopt ASU No. 2009-13 to have a material impacitsen
consolidated financial position or results of opierss.

3. Property and Equipment

Property and equipment consists of the following:

December 31 December 31

2010 2009
Research equipme $4,308,65  $3,838,30
Computer and office equipme 1,215,89. 1,333,92.
Leasehold improvemen 998,36 981,14(
6,522,91i 6,153,37.
Accumulated depreciation and amortizat (4,676,01) (3,445,35)

$1,846,89° $2,708,0Li

Depreciation and amortization expense was apprdeigndl.5 million, $1.4 million and $1.0 millionof the
years ended December 31, 2010, 2009 and 2008 ctasghe.

4. Accrued Expenses

Accrued expenses consist of the following:

December 31 December 31

2010 2009
Accrued outsourced research and development exp $3,647,76: $2,609,81!
Accrued compensation and payroll ta 3,045,95I 2,945,49;
Accrued expense 1,911,85 528,53

$8,605,560  $6,083,85

5. Deferred Revenue

Deferred revenue consists of the following:

December 31 December 31

2010 2009
Collaborative agreemen $48,761,36 $50,390,40
Product sale 9,332,191 10,091,79
Total deferred revent 58,093,55 60,482,19
Less current portio 2,917,12! 5,492,60:
Deferred revenue, net of current port $55,176,42 $54,989,58
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Roche Partnership— In December 2006, the Company and Roche entatedilicense and collaborative
agreement for Enhanze Technology (the “Roche Patii). Under the terms of the Roche PartnersRig;he
obtained a worldwide, exclusive license to develnd commercialize product combinations of rHUPHRS,
Companys proprietary recombinant human hyaluronidase,ugnih thirteen Roche target compounds resultingn
the collaboration. Roche paid $20.0 million to @empany in December 2006 as an initial upfront paytfor the
application of rHUPH20 to three pre-defined Roclutogic targets. Through December 31, 2010, Roché an
aggregate of $19.25 million in connection with Re'shelection of two additional exclusive targetsl amnual
license fees for the right to designate the remagitargets as exclusive targets. In 2010 Rochadalighay the annu
license maintenance fees on five of the remainiglgtéarget slots. As a result, Roche currentlgiret the option to
exclusively develop and commercialize rHUPH20 waithadditional three targets through the paymeanafial
license maintenance fees.

Due to the Company’s continuing involvement obligias (for example, support activities associateith wi
rHUPH20 enzyme), revenues from the upfront paymexiusive designation fees and annual license terzmce
fees were deferred and are being recognized oedetm of the Roche Partnership. The Company rézedn
revenue from the upfront payment, exclusive dedigndees and annual license maintenance fees uhedétoche
Partnership in the amounts of approximately $2.anj $1.9 million and $1.2 million for the yeaended
December 31, 2010, 2009 and 2008, respectivelyeret revenue relating to the upfront payment,iesteé
designation fees and annual license maintenanseufeser the Roche Partnership was $32.9 million and
$32.6 million as of December 31, 2010 and 2009eetvely.

Baxter Partnerships— In September 2007, the Company and Baxter entetecn Enhanze Technology
License and Collaboration Agreement (the “Gammag@andnership”). Under the terms of the Gammagard
Partnership, Baxter paid the Company a nonrefuedagiront payment of $10.0 million. Due to the Cemg's
continuing involvement obligations (for exampleppart activities associated with rHuPh20 enzynie), t
$10.0 million upfront payment was deferred andamb recognized over the term of the GammagardPesttip.
The Company recognized revenue from the upfrontneay under the Gammagard Partnership in the amotints
approximately $521,000 for the year ended Decer@be010 and $606,000 for the years ended DeceBih@00!
and 2008. Deferred revenue relating to the upfpayinent under the Gammagard Partnership was $8idmand
$8.6 million as of December 31, 2010 and 2009,aetyely.

In February 2007, the Company and Baxter amendgaicexisting agreements for HYLENEX and entered
into the HYLENEX Partnership for kits and formutats with rHuPH20. Under the terms of the HYLENEX
Partnership, Baxter paid the Company a nonrefuedagiront payment of $10.0 million. Due to the Cemg's
continuing involvement obligations (for exampleppart activities associated with rHuPh20 enzynie), t
$10.0 million upfront payment was deferred and beisig recognized over the term of the HYLENEX Parship.
The Company recognized revenue from the upfrontea under the HYLENEX Partnership in the amouffits o
approximately $503,000 for the year ended Decer@be010 and $586,000 for the years ended DeceBih@00!
and 2008. Deferred revenue relating to the upfpayinent under the HYLENEX Partnership was $7.8iomland
$8.3 million as of December 31, 2010 and 2009,aetyely.

In addition, Baxter would make payments to the Canypbased on sales of the products covered unéer th
HYLENEX Partnership. Baxter had prepaid nonrefunel@ooduct-based payments totaling $10.0 million in
connection with the execution of the HYLENEX Parsiép. The prepaid product-based payments weraligit
deferred and were being recognized as product ealesues as the Company earned such revenuestfeosales
of HYLENEX by Baxter. The Company recognized reveifmom the product-based payments in the amounts of
approximately $332,000, $204,000 and $116,000Heryears ended December 31, 2010, 2009 and 2008,
respectively. Deferred revenue relating to the potdbased payments was $9.3 million and $9.7 miléis of
December 31, 2010 and 2009, respectively.

Effective January 7, 2011, the Company and Baxtgually agreed to terminate the HYLENEX Partnership
and the associated agreements. In addition, thiepagreed to endeavor in good faith to negotatedpril 7, 2011
one or more definitive agreements setting forthsiiices to be provided by the respective padigsg a
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transition period including, without limitation, B&er's manufacture of an interim supply of Standel®roduct (as
defined in the HYLENEX Development and Supply Agneait), all on mutually acceptable terms and cooilti
The termination of these agreements does not affeabther relationships between the parties, diolyithe
application of Halozyme’s Enhanze Technology totBes GAMMAGARD LIQUID. As a result, the Company F
recharacterized deferred revenue of approxima@®1 00 as a reserve for product returns for HY LEMEPI
previously delivered to Baxter that could be retatnin addition, the Company will reassess theoplsrover which
the unamortized deferred revenue relating to tepgd producbased payments totaling approximately $9.3 mi
and the unamortized deferred revenue relatinggaifiiront payment totaling approximately $7.8 roilliat
December 31, 2010 will be recognized. The periads ahich these amounts will be amortized will lzeséd on th
final outcome of the definitive agreement expedtele signed by April 7, 2011.

6. Stockholders Equity

Issuance of Common Stoek In September 2010, the Company issued 8.3 mifiltares of common stock in a
public offering at a net price of $7.25 per shgenerating approximately $60.0 million in net preds. In
connection with this financing, the Company grarttedn underwriter an option to purchase 1,245dz0es of
common stock at a price of $7.25 per share. Themptas exercisable in the event that the undeswsivld more
than 8.3 million shares of common stock. The opégrpired unexercised on October 8, 2010.

During 2010, the Company issued an aggregate g099%hares of common stock in connection with the
exercises of stock options (479,093 shares at ghterl average exercise price of $3.88 per shatk)emtricted
stock awards (120,000 shares at an exercise fri@.@01 per share) for cash in the aggregate atafun
approximately $1.9 million.

In June 2009, the Company issued 6,150,000 sh&oesronon stock in a public offering at a price 650 per
share, generating approximately $38.2 million ihpreceeds.

During 2009, the Company issued an aggregate @83192 shares of common stock in connection wih th
exercises of stock purchase warrants (3,140,78@sl@ a weighted average exercise price of $205hare), stoc
options (717,322 shares at a weighted averageisggiice of $1.42 per share) and restricted stockrds
(120,000 shares at an exercise price of $0.00%hs=e) for cash in the aggregate amount of appwaieiyn
$7.2 million.

During 2008, the Company issued an aggregate dB3/&0 shares of common stock in connection wigh th
exercises of stock purchase warrants (1,628,374 sla a weighted average exercise price of $le08hmare), stoc
options (1,828,836 shares at a weighted averageiserice of $0.55 per share) and restricteckséoards
(192,500 shares at an exercise price of $0.00shmee) for cash in the aggregate amount of appeteiyn
$2.6 million.

7. Equity Incentive Plans

The Company currently has six equity incentive pléhe “Plans”): the 2008 Stock Plan, the 2008 {dats
Directors’ Stock Plan, the 2006 Stock Plan, the520@tside Directors’ Stock Plan, the 2004 StoclnRlad the
2001 Stock Plan. All of the Plans were approvedhaystockholders.

During the year ended December 31, 2010, the Coyngiaamted sharbased awards under the 2008 Stock |
and the 2008 Outside Directors’ Stock Plan. The @amy had an aggregate of 18,100,000 shares of carstook
reserved for issuance as of December 31, 201thd3ktshares, 7,975,365 shares were subject t@aoditsy option
and 3,246,559 shares were available for futuretgmainshare-based awards. At the present time, gesament
intends to issue new common shares upon the egarti&ock options and restricted stock awards.

Stock Options. Options are subject to terms and conditions éstadl by the Compensation Committee of the
Company’s Board of Directors. Options have a tefre years and generally vest at the rate of 2B&year from
the grant date and monthly thereafter until théamstare fully vested over four years. Certainaptiwards provid
for accelerated vesting if there is a change irtrobas defined in the Plans).
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A summary of the Company’s stock option award dgtias of and for the years ended December 31,,2010
2009 and 2008 is as follows:

Shares Weighted Weighted Aggregate
Underlying Average Exercist Average Remaining Intrinsic
Stock Options Price per Share Contractual Term (yrs) Value
Outstanding at January 1, 20 7,809,97" $ 2.02
Granted 1,513,651 $ 5.7¢
Exercisec (1,857,47) $ 0.5%
Cancelled/forfeitec (211,360 $ 7.6(
Outstanding at December 31, 2( 7,254,78 % 3.0z
Granted 1,519,40! $ 6.41
Exercisec (717,32) $ 1.4Z
Cancelled/forfeitec (252,609 $ 6.11
Outstanding at December 31, 2( 7,804,261 $ 3.7
Granted 1,332,71. % 5.9¢
Exercisec (479,09) $ 3.8¢
Cancelled/forfeitet (682,52) $ 6.2¢
Outstanding at December 31, 2( 7,975,360 $ 3.87 4.4 $32.7 millior
Vested and expected to ves
December 31, 201 7,730,46' $ 3.8( 4.2 $32.3 millior
Exercisable at December 31, 2( 5,824,550 $ 3.0t 3.2 $28.7 millior

The weighted average graa&te fair values of options granted during the yesded December 31, 2010, 2
and 2008 were $3.69 per share, $3.72 per shar$388 per share, respectively. As of December 3102
approximately $6.5 million of total unrecognizedeensation costs related to non-vested stock opti@rds is
expected to be recognized over a weighted averagedpof approximately 2.5 years. The intrinsicueabf options
exercised during the years ended December 31, 2009, and 2008 was approximately $1.8 million, $8iion
and $9.9 million, respectively. Cash received frgtock option exercises for the years ended DeceBhe2010,
2009 and 2008 was approximately $1.9 million, $thilion and $844,000, respectively.

The fair value of each option award is estimatedhendate of grant using a Black-Scholes-Mertomoopt
pricing model (“Black-Scholes model”) that uses #issumptions noted in the following table. Expecstaldtility is
based on historical volatility of the Company’s eoon stock. Due to insufficient data of the Compargdmmon
stock, expected volatility in 2009 and 2008 wasbasn the Company’s common stock and its peer grblug
expected term of options granted is based on aealykhistorical employee termination rates aniboptxercises.
The risk-free interest rate is based on the U.8aJury yield for a period consistent with the expaterm of the
option in effect at the time of the grant. The dauid yield assumption is based on the expectafion future
dividend payments by the Company. Assumptions uséte Black-Scholes model were as follows:

Years Ended December 31

2010 2009 2008
Expected volatility 65.6-70.€% 65.(% 65.(%
Average expected term (in yea 5.7 5.k 5.5
Risk-free interest rat 1.3¢-2.8(% 1.65-2.7% 1.2€-3.1%
Expected dividend yiel 0% 0% 0%
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Restricted stock awardsRestricted stock awards are grants that entidehblder to acquire shares of restric
common stock at a fixed price, which is typicallyminal. The shares of restricted stock cannot b ptedged, or
otherwise disposed of until the award vests andusmmwested shares may be reacquired by the Comparlyef
original purchase price following the awardee’srigration of service. Annual grants of restricteacktunder the
Outside Directors’ Stock Plans typically vest ifi fhe first day the awardee may trade the Compmaaidck in
compliance with the Company’s insider trading ppficllowing the date immediately preceding thetfaanual
meeting of stockholders following the grant date.

In May 2008, the Company granted certain emplog&es00 performance-based restricted stock awards
(“Performance Awards”), for a purchase price ofd®Q per share, under the 2008 Stock Plan. All ef th
Performance Awards became fully vested upon achien¢ of certain development performance milestaiter@a
in September 2009. No performance-based awardsgvanéed during the years ended December 31, 2640 a
2009. The Company recognized approximately $231:0@0$201,000 of share-based compensation expelased
to the Performance Awards during the year endectiber 31, 2009 and 2008, respectively.

During the years ended December 31, 2010, 2002@08, the Company issued restricted stock awardsrun
the 2008 Stock Plan, 2008 Outside Directors’ Stelei and 2005 Outside Directors’ Stock Plan. THieviang
table summarizes the Company’s unvested restrattesk activity during the years ended DecembefB10, 2009

and 2008:

Weighted Average

Number of Grant Date

Shares Fair Value
Unvested at January 1, 20 105,000 $ 10.37
Granted 192,50 $ 4.94
Vested (105,000 $ 10.37
Forfeited — 3 —
Unvested at December 31, 2C 192,50 $ 4.94
Granted 120,000 $ 5.81
Vested (192,500 $ 4.94
Forfeited — 3 —
Unvested at December 31, 2C 120,000 $ 5.81
Granted 120,000 $ 7.67
Vested (120,000 $ 5.81
Forfeited — 3 —
Unvested at December 31, 2C 120,000 $ 7.67

The total grantate fair value of restricted stock awards vestaihd the years ended December 31, 2010,
and 2008 was approximately $697,000, $951,000 artrillion, respectively. As of December 31, 20tal
unrecognized compensation cost related to unvesiges was approximately $324,000, which is expeotbe
recognized over a weighted-average period of apmrately 4.4 months.

8. Commitments and Contingencies

Operating Leases- The Company’s administrative offices and reseéaciiities are located in San Diego,
California. The Company leases an aggregate obappately 58,000 square feet of office and reseapzte.

In July 2007, the Company entered into a sublegsseaent with Avanir Pharmaceuticals, Inc. (“Avénior
Avanir's excess leased facilities located at 1188&ento Valley Road, San Diego, California (“11388perty”)
(the “11388 Sublease”) for 27,575 square feet if@fand research space. The 11388 Sublease expifadjust
2008. As a result, in July 2007, the Company edter® a lease agreement (the “Lease”) with BC &un, LLC
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(“BC Sorrento”) for these facilities through Januan13. Effective September 2010, BMR-11388 Soaéfdlley
Road LLC acquired the 11388 Property and becamadtelandlord of the 11388 Property. Payment okitigas
under the Lease commenced in September 2008 lagt@hligations in the short-term 11388 Sublease had
concluded. Under the terms of the Lease, the imit@nthly rent payment was approximately $37,0000fi€osts
and property taxes associated with the operatidmaaintenance of the leased facilities, commeniir@eptember
2008 and increased to approximately $73,000 statilfMarch 2009. Thereafter, the annual base eesiilbject to
approximately 4% annual increases each year thouighe term of the Lease. Under terms of the Laase11388
Sublease, the Company recorded a tenant improveastieniance of approximately $276,000 and free tetatling
approximately $794,000 as deferred rent, of whighraximately $545,000 and $758,000 was includedkiierred
rent as of December 31, 2010 and 2009, respectively

In July 2007, the Company also entered into a sisel@agreement with Avanir for Avanir's excess ldase
facilities located at 11404 Sorrento Valley Roaaln ®iego, California (the “11404 Sublease”) forlB4 square
feet of office and research space for a monthly pagment of approximately $54,000, net of costs pnoperty
taxes associated with the operation and maintenaiitte subleased facilities. The 11404 Subleap@exin
January 2013. The annual base rent is subjectim=imately 4% annual increases each year througheuerms
of the 11404 Sublease. In addition, the Compangived free rent totaling approximately $492,000wbfch
approximately $266,000 and $355,000 was includateferred rent as of December 31, 2010 and 2009,
respectively.

In January 2009, the Company entered into a suleasd agreement with Sirion Therapeutics, Inc.ri¢87), a
subtenant of Avanir, for Sirion’s excess subledsedities located at 11408 Sorrento Valley Roaaln ®iego,
California (the “Sub-Sublease”) for 2,000 squat f&f office and research space. The Sub-Sublegueed in
September 2009 with monthly rent payments of agprately $6,000 commencing in April 2009. As a r¢sil
April 2009, the Company entered into a subleaseeagent with Avanir for 9,187 square feet of thislity (the
“11408 Sublease”), which expires in January 201& monthly rent payments, which commenced in Jgn2@t0,
were approximately $21,000 and are subject to anarincrease of approximately 3%. Under term$eft1408
Sublease, the Company received a tenant improvealiemtance of $75,000, of which approximately $48 @&nd
$62,000 was included in deferred rent at DecembefB10 and 2009, respectively.

The Company pays a pro rata share of operating,dosurance costs, costs of utilities and regb@rty taxes
incurred by the landlords for the subleased faedit

Additionally, the Company leases certain officeipquent under operating leases. Total rent experse w
approximately $1.5 million, $1.4 million and $1.4llion for the years ended December 31, 2010, 29092008,
respectively.

Approximate annual future minimum operating leaagnpents as of December 31, 2010 are as follows:

Operating

Year: Leases
2011 $1,926,001
2012 1,999,001
2013 83,00(
2014 1,00(
Total minimum lease paymer $4,009,00!

Material Agreements— In September 2007, the Company entered into thenGayard Partnership with Baxt
Under the terms of the Gammagard Partnership, Bakitained a worldwide, exclusive license to depeiad
commercialize product combinations of rHUPH20, vaitburrent Baxter product, GAMMAGARD LIQUID. Under
the terms of the Gammagard Partnership, Baxterthai€ompany a nonrefundable upfront payment of
$10.0 million. Due to the Company’s continuing ilwement obligations, the $10.0 million upfront pagmbwas
deferred and is being recognized over the termm@f3ammagard Partnership. Pending successful cbomtd a
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series of regulatory and sales milestones, Baxssr mmake further milestone payments totaling $37lbam to the
Company. In addition, Baxter will pay royalties e sales, if any, of the products that result ftbmcollaboratior
The Gammagard Partnership is applicable to botaridtformulation combinations. Baxter assumes all
development, manufacturing, clinical, regulatoles and marketing costs under the Gammagard Petripewhile
the Company is responsible for the supply of theRH20 enzyme. In addition, Baxter has certain pcodu
development and commercialization obligations ijammarkets identified in the Gammagard Partnership

In February 2007, the Company and Baxter amendedliicexisting agreements relating to HYLENEX and
entered into the HYLENEX Partnership for kits andiulations with rHUPH20. Under the terms of thelHFEKEX
Partnership, Baxter paid a nonrefundable upfrogtnznt of $10.0 million and, pending the successtuhpletion o
a series of regulatory and sales events, Baxtetditave been obligated to make milestone paymerttset
Company which could potentially reach a value otaf25.0 million. In addition, Baxter would makayments to
the Company based on the sales of products covedsl the HYLENEX Partnership. Baxter had prepadiotal of
$10.0 million of such product-based payments. Baa®n assumed all development, manufacturingicelin
regulatory, sales and marketing costs of the prsdemvered by the HYLENEX Partnership. The Company
continued to supply Baxter with the API for HYLENEXnd Baxter filled and finished HYLENEX and heldadr
subsequent distribution. In addition, Baxter oledia worldwide, exclusive license to develop androercialize
product combinations of rHUPH20 with Baxter hydratfluids and generic small molecule drugs, with éixceptiol
of combinations with (i) bisphosphonates, (ii) static and cytotoxic chemotherapeutic agents angfoprietary
small molecule drugs, the rights to which have be¢ained by the Company. Due to the Company’sicointy
involvement obligations, the $10.0 million upfrgueyment was deferred and was being recognizedtbggerm of
the HYLENEX Partnership. Effective January 7, 20the, Company and Baxter mutually agreed to terraittz
HYLENEX Partnership and the associated agreemengsidition, the parties agreed to endeavor in daitd to
negotiate, by April 7, 2011, one or more definitagreements setting forth the services to be peavizy the
respective parties during a transition period ideig, without limitation, Baxter's manufacture af aterim supply
of Standalone Product (as defined in the HYLENEX/®&epment and Supply Agreement), all on mutually
acceptable terms and conditions. The terminatidhege agreements does not affect the other colitibe
relationships between the parties, including th@iegtion of Halozyme’s Enhanze Technology to Béaste
GAMMAGARD LIQUID.

In December 2006, the Company and Roche enteredhatRoche Partnership for Enhanze Technologyet
the terms of the Roche Partnership, Roche obtainedridwide, exclusive license to develop and coneinéze
product combinations of rHUPH20 and up to thirtBerche target compounds resulting from the partigr§toche
paid $20.0 million as an initial upfront license fior the application of rHuPH20 to three pre-defifrRoche
biologic targets. Pending the successful completfom series of clinical, regulatory and sales ¢évgRoche will pa
the Company further milestones which could potdgtr@ach a value of up to $111.0 million. In adialit, Roche
will pay the Company royalties on product salestifi@se first three targets. Through December 310 2Roche has
elected two additional exclusive targets. In 20beHe did not pay the annual license maintenancerfdiare target
slots. As a result, Roche has an option to sel@gttbree additional targets under the Roche peship agreement,
provided that Roche continues to pay annual exglysinaintenance fees to the Company. For eacheadditione
five targets, Roche may pay the Company furtherampfand milestone payments of up to $47.0 milpen target,
as well as royalties on product sales for eachede additional five targets. Additionally, Rochiéd ebtain access
to the Company’s expertise in developing and apglyHuPH20 to Roche targets. Under the terms oRtbhehe
Partnership, the Company was obligated to scatbeiproduction of rHUPH20 and to identify a seceadrce
manufacturer that would help meet anticipated petida obligations arising from the partnership.that end,
during 2008, the Company entered into a Technologynsfer Agreement and a Clinical Supply Agreenvétit a
second rHUPH20 manufacturer, Cook Pharmica LLC ¢iCp Cook has the capacity to produce the quastithe
Company was required to deliver under the ternth®@Roche Partnership. The technology transferomaspleted
in 2008. In 2009, multiple batches
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of rHUPH20 were produced to support planned futlinécal studies. In 2010, the Company initiatedqess
validation activities in support of potential futucommercialization.

In August 2008, the Company entered into a ClinBgbply Agreement (the “Cook Clinical Supply
Agreement”) with Cook. Under the terms of the C@inical Supply Agreement, Cook will manufacturetaa
batches of the API that will be used in clinicéls of certain product candidates.

In March 2010, the Company entered into a CommkSeipply Agreement with Cook (the “Cook Commercial
Supply Agreement”). Under the terms of the Cook @mrtial Supply Agreement, Cook will manufacturetaier
batches of the API that will be used for potent@nmercial supply of certain product candidatesdésrihe terms
of the Cook Commercial Supply Agreement, the Comgparcommitted to certain minimum annual purchasfes
API equal to four quarters of forecasted supplyD&tember 31, 2010, the Company has a minimum peech

obligation of approximately $5.4 million.

In March 2010, the Company amended its Commercippy Agreement (the “March 2010 Avid
Amendment”) with Avid Bioservices, Inc. (“Avid'\vhich was originally entered into in February 2@0& amende
in December 2006. Under the terms of the March 20468 Amendment, the Company is committed to certai
minimum annual purchases of API equal to threetquapf forecasted supply. In addition, Avid has tight to
manufacture and supply a certain percentage oAfHehat will be used in the Company’s HYLENEX and
Cumulase products. At December 31, 2010, the Coynbas a minimum purchase obligation of approxinyatel

$308,000.

In March 2010, the Company entered into a secomdr@@rcial Supply Agreement with Avid (the “Avid
Commercial Supply Agreement”). Under the termshef Avid Commercial Supply Agreement, the Company is
committed to certain minimum annual purchases dféfal to three quarters of forecasted suppladdition,
Avid has the right to manufacture and supply aatemercentage of the API that will be used inaarproduct
candidates. At December 31, 2010, the Company hasiemum purchase obligation of approximately $4008.

Legal Contingencies- From time to time the Company is involved in legetions arising in the normal coul
of its business. The Company is not presently stiltjeany material litigation nor, to managemehktiswledge, is
any litigation threatened against the Company ¢blgctively is expected to have a material adveffect on the
Company’s consolidated cash flows, financial caadior results of operations.

9. Income Taxes

Significant components of the Company’s net deteta assets at December 31, 2010 and 2009 arenshow
below. A valuation allowance of $97.6 million an@5$1 million has been established to offset thede&trred tax

assets as of December 31, 2010 and 2009, resggctgeaealization of such assets is uncertain.

Deferred tax asset
Net operating loss carryforwar
Deferred revenu
Research and development cre
Share-based compensatic
Depreciatior
Other, ne

Total deferred tax asse

Valuation allowance for deferred tax ass

Net deferred tax asse

2010 2009
$ 57,035,000 $42,253,00
22,248,00 18,370,00
15,540,00 12,175,00
1,449,00! 1,171,001
533,00( 327,00(
749,00( 789,00(
97,554,00 75,085,00

(97,554,00)

(75,085,00)

$

$
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The provision for income taxes on earnings suligatcome taxes differs from the statutory fed@mabme tax
rate at December 31, 2010, 2009 and 2008, duesttotiowing:

2010 2009 2008

Federal income tax rate of 34 $(18,102,00) $(19,843,00) $(16,544,00)
State income tax, net of federal ben (3,106,00i) (3,405,001 (2,839,001
Research and development cre (3,379,00i) (4,464,00) (3,099,001
Tax effect on no-deductible expenses and otl 2,118,00! 2,186,001 2,445,001
Increase in valuation allowan 22,469,00 25,526,00 20,037,00
Benefit due to refundable R&D cre( — — (63,000

$ — $ — $ (63,000

At December 31, 2010, the Company had federal adiflothia tax net operating loss carryforwards of
approximately $159.0 million and $165.0 millionspectively. Included in these amounts are fedemdl@alifornia
net operating losses of approximately $16.8 millinibutable to stock option deductions of whibh tax benefit
will be credited to equity when realized. The fedend California tax loss carryforwards will beginexpire in
2018 and 2012, respectively, unless previouslyzetil.

At December 31, 2010, the Company also had fe@d@cICalifornia research and development tax credit
carryforwards of approximately $11.4 million and®nillion, respectively. The federal research dadelopment
tax credits will begin to expire in 2024 unlessvpoesly utilized. The California research and depahent tax
credits will carryforward indefinitely until utilied.

Pursuant to Internal Revenue Code Section 382rthaal use of the net operating loss carryforwards
research and development tax credits could bedirby any greater than 50% ownership change dangghree-
year testing period. As a result of any such owmiprehange, portions of the Compi's net operating loss
carryforwards and research and development tavitsraxk subject to annual limitations. The Compeomypleted a
Section 382 analysis regarding the limitation & tiet operating losses and research and develognegtits as of
December 31, 2010. Based upon the analysis, thep@wyrdetermined that ownership changes occurrpdon
years. However, the annual limitations on net ojpegdoss and research and development tax cradiyforwards
will not have a material impact on the future atfion of such carryforwards.

At December 31, 2010 and 2009, the Company’s ugrézed income tax benefits and uncertain tax possti
were not material and would not, if recognizedeetffthe effective tax rate. Interest and/or peesiltelated to
uncertain income tax positions are recognized byGbmpany as a component of income tax expenseéh€gears
ended December 31, 2010 and 2009, the Companyotlictcognize any interest or penalties.

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

10. Employee Savings Plal

The Company has an employee savings plan pursu&@gdtion 401(k) of the Internal Revenue Code.dlha
allows participating employees to deposit into daferred investment accounts up to 90% of theargakubject to
annual limits. The Company is not required to madetching contributions under the plan. However,Goepany
voluntarily contributed to the plan approximate$38,000, $374,000 and $0 in the years ended Deae3db2010,
2009 and 2008, respectively.

11. Restructuring Expense

In October 2010, the Company completed a corpoestgyanization to focus its resources on advanitsngpre
proprietary programs and supporting strategicradkées with Roche and Baxter. This reorganizationlted in a
reduction in the workforce of approximately 25 marcprimarily in the discovery research and préciihareas.
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The Company recorded approximately $1.3 millios®ferance pay and benefits expenses in connecition w
the reorganization, of which $1.2 million and $@@vas included in research and development experde
selling, general and administrative expense, rasdyg, in the consolidated statement of operatifmmghe year
ended December 31, 2010. No other restructuringgelsavere incurred. As of December 31, 2010, ankelaf
$117,000 is included in current accrued expensdssaexpected to be paid in 2011.

The following table summarizes the restructuringraal activity:

Employee

Severance
_and Benefits
Balance, January 1, 20. $ —
Accruals during the yet 1,321,57
Cash payment (1,204,90)
Balance, December 31, 20 $ 116,67

12. Management Changes

On December 2, 2010, Jonathan E. Lim, M.D. resigreeBresident, Chief Executive Officer and a menober
the Board of Directors (“Board”) of Halozyme. Ond@enber 2, 2010, the Board appointed Gregory |.tFRIED.,
our then Vice President and Chief Scientific Offiaed Director, to serve as our President and Ghietutive
Officer. On December 2, 2010, the Company appoiktedlichael Shepard, Ph.D., the Company’s curréoeV
President, Discovery Research, to serve as the @oyrgpVice President and Chief Scientific Officer.

In connection with Dr. Lim’s resignation from th@@pany, the Company and Dr. Lim entered into a
Separation Agreement and Release (the “Lim Separétjreement”). Pursuant to the terms of the LimpaBation
Agreement, in exchange for a release of claimsamdlim’s assistance (when reasonably requestettidy
Company) through March 31, 2011 in the transitibhis responsibilities to Dr. Frost, the Companyesgl to
provide Dr. Lim with salary continuation for a padliof one year and reimburse Dr. Lim for twelve therof
healthcare coverage. In addition, Dr. Lim’s outdiag options will continue to vest until March 2011 under the
original terms of Dr. Lim’s option grants. The Coamy recorded a liability and expense of approxitged48,000
in severance expenses for the year ended Decerhp203B0, of which $35,000 was paid as of DecemeB10.
A balance of $413,000 is included in current acdresepenses as of December 31, 2010 and is expechedpaid
by the end of 2011. In addition, 46,667 sharesmfidn’s options will become vested and exercisahleng
December 3, 2010 through March 31, 2011. The Compesognized approximately $50,000 in incremental
compensation costs associated with the modificatiddr. Lim’s stock options for the year ended Daber 31,
2010.

13. Related Party Transactions

Connie L. Matsui, a director of the Company, andthesband had a controlling ownership interest (and
therefore a financial interest) in an entity thelcha minority ownership position in BC Sorrento,emtity that lease
the 11388 Property to the Company until SeptembB&02The transaction with BC Sorrento was revieaed
approved by the Company’s Board of Directors inoadance with the Company'’s related party transagtialicy.
Effective September 2010, BC Sorrento sold the 8 B®perty to an unrelated party. As such, the Gommo
longer has any business transactions with BC Sarieffective September 2010. The Company paid B&eBto
approximately $982,000, $1.2 million and $281,000the years ended December 31, 2010, 2009 and 2008
respectively.

In December 2006, Halozyme entered into a licegseaament with a related party, Nektar Therapeutics
Corporation (“Nektar”) under which the Company atéa a license to certain intellectual propertihtsggand
proprietary technology of Nektar. Dr. John Pat@member of the ComparsyBoard of Directors, was an emplo’
and director of Nektar at the time this agreemeas wexecuted. Effective January 1, 2009, Dr. Pattas
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no longer an employee or director of Nektar. ThenBany paid Nektar approximately $0, $0 and $73f00the
year ended December 31, 2010, 2009 and
14. Summary of Unaudited Quarterly Financial Information

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

Quarters Ended

2010 (Unaudited) March 31, June 30, September 30 December 31
Total revenue $ 3,441,73. $ 3,213,35 $ 3,396,50 $ 3,572,52.
Total operating expens $15,229,87 $15,365,43 $15,830,14 $ 21,456,29
Net loss $(11,787,47) $(12,150,92) $(12,409,57) $(16,893,67)
Net loss per share, basic and dilu $ 0.19) % (0.19) % (019 $ (0.19)
Shares used in computing net loss per sha

basic and dilute: 91,610,83 91,766,79 93,626,389 100,337,07

Quarters Ended

2009 (Unaudited) March 31, June 30, September 30 December 31
Total revenue $ 2,772,37. $ 1,426,150 $ 3,028,880 $ 6,443,89
Total operating expens $17,531,11 $18,509,87 $16,968,48 $19,120,09
Net loss $(14,725,36) $(17,060,02) $(13,910,28) $(12,664,85)
Net loss per share, basic and dilu $ (0.18) % (0.2) % (0.1¢) $ (0.19
Shares used in computing net loss per share

basic and dilute: 82,429,86 82,990,10 89,570,54 91,488,38
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SEPARATION AGREEMENT
AND GENERAL RELEASE OF ALL CLAIMS

This Separation Agreement and General Relelaa# Claims (“Separation Agreement”) is made bydabetween Halozyme Therapeutics,
Inc. (“Halozyme”) andlonathan E. Lim (“Employee”) as of December 2, 2010 with respedh®following facts:

A. Employee is currently employed by Halozyme.

B. Employee is resigning from his employmeithwalozyme effective December 2, 2010 (“Separafdate”). As a result of Employee’s
resignation, Employee is not entitled to any seveggpayment or benefits under the Halozyme SeverBobicy or otherwise. However,
Halozyme wishes to reach an amicable separatidnEviiployee and obtain Employee’s reasonably negeasaistance in transitioning
Employee’s responsibilities to other Halozyme persd.

C. The parties desire to settle all claims issdes that have, or could have been raisedlatioe to Employee’s employment with
Halozyme and arising out of or in any way relathe acts, transactions or occurrences betweenoyagand Halozyme to date, including,
but not limited to, Employee’s employment with Hajme or the termination of that employment, ontdrens set forth below.

THEREFORE, in consideration of the promised mnutual agreements hereinafter set forth, it ie@d by and between the undersigned as
follows:

1. Transition Assistanc&o assist Halozyme in the transition of Employg@®vious responsibilities, Employee agrees to g®vi
consulting services to Halozyme under the termsrized in this Separation Agreement. From the Sajmar Date through March 31, 2011
(the “Transition Period”), Employee agrees to mhkeself available at reasonable times and upororedse notice, to provide information
as may be requested by Halozyme, through its Ghietutive Officer, related to events or projectsvliich Employee was involved while
employed by Halozyme. Without the consent of Empégyin no event will such assistance require mwae ten hours a month. Employee’s
agreement to provide such consulting assistanicecisnsideration of the Severance Package beingdad, and as such, he will not be
entitled to any additional compensation for pronglsuch assistance. However, Halozyme shall reisgbEmployee for any reasonable out-
of-pocket expenses he incurs in the course of ghogisuch consulting assistance (e.g., travel,ifgggetc.), provided such expenses are pre-
approved by Halozyme’s Chief Executive Officer. éaime acknowledges that Employee is entitled tenmaification under Halozyme’s
Bylaws with respect to his service as a directar executive officer. During the Transition Peribthlozyme will provide Employee with the
same indemnification he would have been entitledntder Halozyme’s Bylaws if Employee had remainegbleyed by Halozyme during that
period. Except as requested by Halozyme’s Chiethtkee Officer, Employee will not contact Halozyramployees or parties that have
commercial relationships with Halozyme with respedtalozyme business matters.

2. Severance Packagtalozyme agrees to provide Employee with the follmypayments and benefits (“Severance Packagethtoh
Employee is not otherwise entitled. Employee ackedges and agrees that this Severance Packagéumssadequate legal consideration
for the promises and representations made by Eraploythis Separation Agreement.




Severance PaymeH&lozyme agrees to pay Employee the equivalen2aféeks’ of Employes’ base salary, or Four Hundred Fift
Thousand Dollars ($415,000.00), less all appropfi@tleral and state income and employment taxev€i@nce Payment”). The Severance
Payment will be paid out in twelve equal monthlympents, each payable on the 15th of each monthmesmoing December 15th, 2010.

Continuation of Group Health Benefltalozyme agrees to pay the premiums required tGragn Employee’s group health care
coverage through December 31, 2011, under thecaibdi provisions of the Consolidated Omnibus BudRgztonciliation Act of 1985
(“COBRA"), provided that Employee elects to contnand remains eligible for these benefits under R®Bcompletes all necessary
paperwork to trigger and maintain COBRA coveragel does not obtain health coverage through anetin@toyer during this period. Shot
Employee obtain other health coverage during taisop he shall notify Halozyme within 14 days.

Stock Option#t various times during his employment, Employee haen granted stock options. Notwithstanding amgrary terms
of the stock option plan(s), grant(s) or agreensrapplicable to such stock options, all unvestedksoptions previously granted to
Employee as of the date his employment terminatkgsontinue to vest at the rate set forth in sstdck option grant(s) or agreement(s), until
the earlier of (a) March 31, 2011, or (b) a daiergo March 31, 2011 on which the Board of Direstootifies Employee in writing that it has
concluded that Employee has failed to comply whi provisions of Section 1, above. Employee stalktthree months from the date on
which the vesting of his stock options terminateadcordance with this provision, to exercise Ipisom to purchase any vested stock option
shares. Except as specifically provided in the gaéty two sentences, all stock options held by Byg® shall be governed by the terms and
conditions of the stock option plan(s), grant(sj/an agreement(s) applicable to such options.

3. General Releagemployee unconditionally, irrevocably and absoltelleases and discharges Halozyme, and any pamdrgubsidiar
corporations, divisions and affiliated corporatippartnerships or other affiliated entities of Halme, past and present, as well as Halozgme’
employees, officers, directors, agents, successutassigns (collectively, “Released Parties”ynfiadl claims related in any way to the
transactions or occurrences between them to datketfullest extent permitted by law, includingt Imot limited to, Employee’s employment
with Halozyme, the termination of Employee’s empimnt, and all other losses, liabilities, claimsarges, demands and causes of action,
known or unknown, suspected or unsuspected, ariiegtly or indirectly out of or in any way conrned with Employee’s employment with
Halozyme. This release is intended to have thederstgpossible application and includes, but idingted to, any tort, contract, common la
constitutional or other statutory claims, includigt not limited to alleged violations of the Gaithia Labor Code or the federal Fair Labor
Standards Act, Title VIl of the Civil Rights Act P64 and the California Fair Employment and Hogguet, the Americans with Disabilities
Act and all claims for attorneys’ fees, costs axpemses. Employee expressly waives Employee’s tigtgcovery of any type, including
damages or reinstatement, in any administrativeoart action, whether state or federal, and whebthenght by Employee or on Employee’s
behalf, related in any way to the matters reledsedin. However, this general release is not irgdrtd bar any claims that, by statute, may
not be waived, such as claims for workers’ compmsdenefits, unemployment insurance benefitssatlitory indemnity.

4. California Civil Code Section 1542 WaivEmployee expressly acknowledges and agrees thaglatt under Section 1542 of the
California Civil Code are expressly waived. Thattgmn provides:




A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICHHE CREDITOR DOES NOT KNOW OR SUSPECT TO
EXIST IN HIS OR HER FAVOR AT THE TIME OF EXECUTINGHE RELEASE, WHICH IF KNOWN BY HIM OR HER MUST
HAVE MATERIALLY AFFECTED HIS OR HER SETTLEMENT WITHTHE DEBTOR.

5. Representation Concerning Filing of Le§jetions. Employee represents that, as of the date of tiparadon Agreement, Employee
not filed any lawsuits, charges, complaints, petigi claims or other accusatory pleadings agaiakizgme or any of the other Released
Parties in any court or with any governmental agekenployee further agrees that, to the fulleseekpermitted by law, Employee will not
prosecute, nor allow to be prosecuted on Employeetslf, in any administrative agency, whetherestatfederal, or in any court, whether
state or federal, any claim or demand of any tg@ieted to the matters released in this Separatgedment.

6. Nondisparagemerfimployee agrees that Employee will not make anynialry statements, written or oral, or cause operage
others to make any such statements that defanpardige or in any way criticize the personal anbiminess reputations, practices or con
of Halozyme or any of the other Released Parties.

7. Confidentiality and Return of Halozyme peay.Employee understands and agrees that as a conditieceiving the Severance
Package in paragraph 2, all Company property muséturned to Halozyme on or before December 60 2B¢ signing this Separation
Agreement, Employee represents and warrants thptdyae will not use or disclose to others any aetfitial or proprietary information of
Halozyme or the Released Parties. Employee fugheres to comply with the continuing obligationganeling confidentiality set forth in the
surviving provisions of the Employee Nondisclosanel Assignment Agreement previously executed byl&yee. Employee acknowledges
that this Separation Agreement or a descriptioitsahaterial terms may be included in filings Halo® makes with the Securities and
Exchange Commission.

8. No AdmissionsBy entering into this Separation Agreement, theeRsdd Parties make no admission that they havgedger are now
engaging, in any unlawful conduct. The parties ustd@d and acknowledge that this Separation Agraemeot an admission of liability ai
shall not be used or construed as such in any @gadministrative proceeding.

9. Consideration PerioEmployee has until December 6, 2010 to decide venathnot to enter into this Separation Agreemé€his
Separation Agreement shall not become effectivenforceable until the day Employee signs this Sejmar Agreement. If the signed
Separation Agreement is not received by Anita WthHdaon, Executive Director of HR, by 5:00 p.m. Radiime on December 6, 2010,
Halozyme will assume that Employee is not intersitethe Severance Package, and the offer willubenaatically withdrawn.

10. Full Defensélhis Separation Agreement may be pled as a fullcangplete defense to, and may be used as a basis fojunction
against, any action, suit or other proceeding iy be prosecuted, instituted or attempted by Eyggldn breach hereof. Employee agrees
that in the event an action or proceeding is intgid by the Released Parties in order to enforeéettms or provisions of this Separation
Agreement, the Released Parties shall be entitledh award of reasonable costs and attorneysitfieasred in connection with enforcing this
Separation Agreement, to the fullest extent peeditty law.




11. Severabilityin the event any provision of this Separation Agreat shall be found unenforceable, the unenforegatavision shall
be deemed deleted and the validity and enforcéabifithe remaining provisions shall not be affectieereby.

12. Applicable LawThe validity, interpretation and performance oftBieparation Agreement shall be construed ancpratied accordir
to the laws of the United States of America andState of California.

13. _Entire Agreement; Modificatiofhis Separation Agreement, including the surviyingvisions of Halozyme’s Employee
Nondisclosure and Assignment Agreement previousceted by Employee and Halozyme and herein ingatpd by reference, is intend
to be the entire agreement between the partiesgmersedes and cancels any and all other andggieements, written or oral, between the
parties regarding this subject matter. This Semaratgreement may be amended only by a writterrumsént executed by all parties hereto.

THE PARTIES TO THIS SEPARATION AGREEMENT HAVE READHE FOREGOING SEPARATION AGREEMENT AND FULLY
UNDERSTAND EACH AND EVERY PROVISION CONTAINED HERE. WHEREFORE, THE PARTIES HAVE EXECUTED THIS
SEPARATION AGREEMENT ON THE DATES SHOWN BELOW.

Dated: 12/6/10 By: /s/ Jonathan E. Lim
Jonathan E. Lim

HaLozYME THERAPEUTICS, INC.

Dated: 12/7/10 By: /s/ Gregory |. Frost
Gregory |. Frost, PhD
President & CEO




Exhibit 23.1

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference inRbgistration Statements on Form S-8 (Nos. 333-699833-133829 and 333-152914) and
Form S-3 (Nos. 333-120448 and 333-164215) of Hataz{lherapeutics, Inc. and in the related Prospestoour reports dated March 11,
2011, with respect to the consolidated financialeshents of Halozyme Therapeutics, Inc., and tfee&@feness of internal control over
financial reporting of Halozyme Therapeutics, Imecluded in this Annual Report (Form 10-K) for thear ended December 31, 2010.

/sl Ernst & Young LLP

San Diego, California
March 11, 2011



EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Gregory I. Frost, Ph.D., Chief Executive OffiadfrHalozyme Therapeutics, Inc. (the “Registrand?,hereby certify in accordance with 18
U.S.C 1350, as adopted pursuant to Section 302=05arbanes-Oxley Act of 2002, that:

1.
2.

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

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

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

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

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

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

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

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

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

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

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

Date: March 11, 2011 /s/ Gregory |. Frost, Ph.D

Gregory I. Frost, Ph.D
President and Chief Executive Offic



EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Kurt A. Gustafson, Chief Financial Officer of ldayme Therapeutics, Inc. (the “Registranty, hereby certify in accordance with 18 U.!
1350, as adopted pursuant to Section 302 of theaBas-Oxley Act of 2002, that:

1.
2.

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

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

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

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

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

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

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

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

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

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

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

Date: March 11, 2011 s/ Kurt A. Gustafson

Kurt A. Gustafson
Vice President, Secretary and Chief Financial @ff



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

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

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

Dated: March 11, 2011 /s/ Gregory |. Frost, Ph.D
Gregory I. Frost, Ph.D
President and Chief Executive Offic

In connection with the Annual Report of HalozymeeTdpeutics, Inc. (the “Registrant”) on Form K der the Year ended December 31, 2(
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), I, Kurt A. @fson, Chief Financial Officer of the

Registrant, certify, pursuant to 18 U.S.C. 1350adspted pursuant to Section 906 of the Sarbanésy@xt of 2002, that, to the best of my
knowledge:

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

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

Dated: March 11, 2011 /sl Kurt A. Gustafson
Kurt A. Gustafson
Vice President, Secretary and Chief Financial @ff




