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PART |

Item 1.  Description of Business

This Annual Report contains forward-looking statategegarding our business, financial conditiorsults of operations and prospects.
Words such as “expects,” “anticipates,” “intends;plans,” “believes,” “seeks,” “estimates” and simér expressions or variations of such
words are intended to identify forward-looking staents, but are not the exclusive means of idangifprward-looking statements in this
Annual Report. Additionally, statements concerrinigre matters such as the development or regwaapproval of new product
enhancements of existing products or technologea®nue and expense levels and other statemerasdirg matters that are not historical
are forward-looking statements.

”ou LI ”ou

Although forward-looking statements in this AnnRabort reflect the good faith judgment of our maragnt, such statements can only be
based on facts and factors currently known by whs@quently, forwardboking statements are inherently subject to riskd uncertainties ar
actual results and outcomes may differ materialiyrf the results and outcomes discussed in or gratied by the forward-looking statements.
Factors that could cause or contribute to suchedd@hces in results and outcomes include withodutdiion those discussed under the heac
“Risk Factors” below, as well as those discusseskelhere in this Annual Report. Readers are urgédmplace undue reliance on these
forward-looking statements, which speak only as of the dhathis Annual Report. We undertake no obligatorevise or update any forward-
looking statements in order to reflect any eventiomumstance that may arise after the date of Arigaual Report. Readers are urged to
carefully review and consider the various discl@sumade in this Annual Report, which attempt tassdwnterested parties of the risks and
factors that may affect our business, financialditian, results of operations and prospet

The Company

We are a development stage biopharmaceuticapany dedicated to the development and commizati@n of recombinant human
enzymes for the infertility, ophthalmology, and olagy markets. Our operations to date have beeitelirto organizing and staffing the
Company, acquiring, developing and securing itarietogy and undertaking product development fométéd number of product candidates.
As the Company has not begun principal operatiéme®mmercializing a product candidate, the finahsiatements have been presented as a
development stage company.

DeliaTroph Pharmaceuticals, Inc. (“DeliaTrgplour predecessor company, was incorporated tnuaey 26, 1998. Effective March 11,
2004, DeliaTroph (which was doing business atithe tis Hyalozyme Therapeutics, Inc.), Global Y&¥dvices, Inc. (“Global”), a publicly
traded Nevada corporation and Hyalozyme Acquisi@onporation (“Merger Sub”), a wholly owned subaitgi of Global, completed a
transaction in which Merger Sub merged with and DeliaTroph (the “Merger”), with DeliaTroph suring as a wholly owned subsidiary of
Global.

Although Global acquired DeliaTroph as a tlestithe Merger, the former shareholders of Del@h received a majority of the voting
interest in the combined enterprise as considerdtioentering into the Merger. Additionally, theekyer resulted in DeliaTroph’s management
and Board of Directors assuming operational coraf@lobal.

The following summary lists the structurettod Merger and matters completed in connectiorethigh:

* On January 28, 2004, pursuant to an investmendroampleted simultaneously with the signing of dieéinitive Merger agreement,
DeliaTroph raised equity capital of approximateyZmillion.

« The stockholders of Global amended and restatedal's Articles of Incorporation to change Gld's corporate name to Halozyr
Therapeutics, Inc., increased the authorized numbghares of common stock to 100 million, and atited 20 million shares of
preferred stock

* Global, now named Halozyme Therapeutics, Inc.,dds25,521,906 shares of its restricted common s&880,397 options ar
11,742,665 warrants to purchase shares of its camatozk to the
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shareholders of DeliaTroph in exchange for 100%eir issued and outstanding common stock, optanmd warrants to purchase
DeliaTropl's common stock

« A total of 4,296,362 shares of Global, now hametbiame Therapeutics, Inc., outstanding common steete redeemed by Global fri
three stockholders in exchange for $42,303, or@pprately $0.01 per shar

« Upon completion of the Merger, the pre-Merger stmitlers of Global owned approximately 10% of theuéd and outstanding shares of
Halozyme Therapeutics, Inc., based on 39,421,98fesloutstanding after the Merg

The full text of the definitive Merger agreent may be found in Exhibit A to our definitive ®ctule 14C Information Statement, as filed
with the Securities and Exchange Commission onugelprl7, 2004. The Merger has been treated asapitalization of DeliaTroph and,
accordingly, our financial statements reflect tisdrical activity of DeliaTroph with the capitakscture of Global, furthermore, the historical
information presented in this Annual Report refidtte pre-merger activities of DeliaTroph and duesinclude information relating to the
activities of Global prior to the Merger unlesseathise indicated. Prior to the Merger, Global hatdted operations.

In addition, on October 13, 2004, we annodrtbe closing of a private placement in which wiel sm aggregate of 7,925,715 shares of our
common stock and warrants to purchase an addit®y68D,542 shares of our common stock for aggregrates proceeds of approximately
$13.9 million.

Our offices and research facilities are ledadt 11588 Sorrento Valley Road, Suite 17, Sag®i€alifornia 92121. Our telephone number
is (858) 794-8889 and our e-mail addressfie@halozyme.comidditional information about Halozyme can be fowrdour website, at
www.halozyme.conand in our periodic and current reports filed witk Securities and Exchange Commission (“SEC").i€opf our current
and periodic reports filed with the SEC are avadaii the SEC Public Reference Room at 450 FiftbeBtN.W., Washington, D.C. 20549, and
online atwww.sec.goand our website atww.halozyme.com.

Technology

Our technology is based on recombinant huRtd20 (rHuPH20), a human synthetic version of hyalidase that degrades hyaluronic e
a space-filling “gel”-like substance that is a majomponent of tissues throughout the body, sudkiamsand cartilage. The PH20 enzyme is a
naturally occurring enzyme that digests hyaluraicl to temporarily break down the gel, therebylitating the penetration and diffusion of
other drugs that are injected in the skin or inrthescle.

Bovine and ovine-derived hyaluronidases Haaen used in multiple therapeutic areas, includingtro fertilization and ophthalmology,
where a FDA-approved bovine version was used as@adklivery agent to enhance dispersion of lonakthesia for cataract surgery for over
50 years. Despite the multiple potential therapeapiplications for hyaluronidase, there are proklerith existing and potential animal-derived
product offerings, including:

« Impurity: Most such commercial enzyme preparations are centiacts from cattle testes and are typically thas -5% pure.

« Prion diseaseCattle testes are an organ with the highest coretéart of hyaluronidase, but also with the higHesels of a protein
implicated in the development of neurodegeneratiserders associated with prion disease, su“Mad Cow Diseas”

» ImmunogenicityHyaluronidases can also be found in bacteria, egatertain venoms, and marine organisms. We leelfet very few
companies are pursuing clinical development of@frtjese enzymes. Regardless, all such preparaienson-human, and may elicit
potent immune reactions, possess endotoxin, or @ve of the same defects as slaughterhouse denis:

There have been successes in replacing adienaled drugs with human recombinant biologicsna$e case of insulin, Pulmozyme and
human growth hormone. Our objective is to exeduiterecombinant human
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enzyme replacement strategy by applying our praduictier development to key markets in multipledgpeutic areas, beginning with in vitro
fertilization (IVF) and ophthalmology.

As an alternative to the existing animal-dedi drugs, our proprietary technology, as evidermedur exclusive license with the University
of Connecticut of the patent covering the DNA semeewhich encodes human hyaluronidase, may bothnekexisting markets and create |
ones. Gaps in existing hyaluronidase offerings oragte demand for our solution, and provide opmitias to capture market share.
Strategy

We are pursuing a recombinant human enzyplagement strategy to replace animal-derived hgaidase enzymes currently on the
market. Our objective is to develop and commerméatiur first enzyme, recombinant human hyaluromdaduPH?20), as a medical device,
drug enhancement agent, and therapeutic biologig.d§pects of our corporate strategy include thewmng:

« Obtain United States Food and Drug AdministratieBA4) regulatory approval of our developmental pragd@umulas™ , as a medice
device;

« If approved, commercialize Cumulase through outrithistors;
« File a NDA for our developmental product, Enhange™;

* File an IND for our developmental product, Chemaga™ .

Product Development Programs

We have six product candidates targetingipialindications in various stages of developm&he following table summarizes our lead
clinical product and pipeline candidates:

Product Indication Development Status
Cumulase In vitro fertilization 510(K) filec
Enhanze S( Spreading factor for anesthe Pre-NDA
Chemophas Chemoadjuvant for solid tumo Pre-clinical
HTI-101 Inflammation, lysosomal storage disord Discoven
HTI-201 Inflammation, oncolog' Discoven
HTI-401 Central nervous system trauma and disorders, whaating Discoven

Cumulase

Cumulase is an ex vivo (used outside of tidybformulation of rHUPH20 to replace the bovimzyame currently used for the preparation
of oocytes (eggs) prior to IVF during the procekmtacytoplasmic sperm injection (ICSI), in whitte enzyme is an essential component.
enzyme strips away the hyaluronic acid that surdsuhe oocyte. This allows the clinician to therf@en the ICSI procedure, injecting the
sperm into the oocyte. The FDA considers hyalurasédlVF products to be medical devices subjeclL@{l§ approval and we filed our 510(k)
application during September, 2004. We receivedtgELliropean Conformity) Mark for Cumulase in Deceméif 2004, which allows the
Company to market Cumulase in the European Unibe.tdtal ICSI market consists of an estimated 5IDjAtracytoplasmic sperm injection
cycles worldwide in 2005 (Source: CDC, 2001; ESHRE)2).

Enhanze SC

Enhanze SC is a local formulation of rHuPH@®@eplace Wydase®, Wyeth’s discontinued bovineyere previously used for over 50 years
as a drug delivery agent to enhance dispersiooocafl inesthesia for ophthalmic surgery, particylaricataract surgery. Its value as a spres
agent for local anesthesia in cataract surgetyeisésult of its ability to break down hyaluron@da When injected into the skin or in the
muscle, hyaluronidase can digest the hyaluronid gel, allowing for temporarily enhanced penetratmd dispersion of other injected drug
fluids. We plan to submit a New Drug ApplicationdW) in the first




quarter of 2005. The market consists of approxitpae!l million local anesthesia procedures (or 4&%he 14.2 million total estimated
cataract surgery procedures) worldwide in 2004 (SmuMedtech Insight, 2002; Marketscope, 2001; B&wf Ophthalmology, 2003).

Enhanze SC is the first product in the comyfsabroader technology platform called Enhafiz&echnology, a proprietary drug
enhancement system. When co-formulated with otijectiable drugs, Enhanze Technology may faciliia¢epenetration and dispersion of
these drugs by temporarily opening flow channel¥eurthe skin. Molecules as large as 200 nanometayspass freely through the perforated
extracellular matrix which recovers its normal dgnwithin 24 hours, leading to a drug delivery tiéeim which does not permanently alter the
architecture of the skin. Halozyme intends to gesnerships with pharmaceutical companies thaketarugs requiring injection via the
subcutaneous or intramuscular routes that couldfiidrom this technology.

Local anesthesia and other small molecule drgsatural extension of Enhanze SC would be applitiigitechnology, used as a sprea
factor for local anesthetics around the eye, teoéneas of the body. For example, lidocaine amiviagaine are administered for most minor
surgical operations requiring local anesthesia.

Subcutaneous Fluid Replacement (SFR)r Enhanze SC may also facilitate a procedure krasvhypodermoclysis, which allows
subcutaneous delivery of fluids up to one literhwiit the need for intravenous access. Importafitigl replacement in terminal patients may
be achieved without the need for nursing assistartuie method of fluid replacement was an apprdadétation of Wydase, the product that
Enhanze SC is designed to replace. Over 1.1 mi@iBR infusions are performed per year with hospatéents alone (Source: Company
estimates based on National Hospice and Palli@tare Organization data, 2001). However, over 50Bamiinfusion bags are utilized annue
in the United States alone, many of which coulceptélly convert to SFR using Enhanze SC, giviisg to additional market potential (Soul
B. Braun, 2003).

Chemophas

Chemophase, our third product candidate cisegnoadjuvant designed to enhance the transpohtephotherapeutic agents to tumor tissue,
increasing diffusion in distal tissues without affag vascular permeability. Chemophase is interfdegotential use in the treatment of
patients with various solid tumor malignancies. Manlid tumor types (e.g., colon, breast, prostateumulate hyaluronic acid, creating a
barrier to the effective diffusion of current otdue chemotherapeutics. Previous clinical trialbafine (bull) PH20 in patients showed pron
in enhancing chemotherapy regimens using adjunstigeemic hyaluronidase in previously chemo-retmcpatients.

Furthermore, we have observed significanticédn of tumor interstitial fluid pressure followg the administration of rHuPH20 in solid
tumors grown in mice. Tumor interstitial pressigavidely believed to be an important factor limitithe access of cytostatic regimens to solid
tumors. By digesting the hyaluronic acid gel, Chphase may reduce interstitial pressure in the ttandrpromote more effective delivery of
chemotherapy throughout the tumor, as it does uth@eskin, in the case of Enhanze SC. This coutdntially lead to increased patient
survival and extend the product lifecycles of manynmonly used chemotherapeutic agents.

As we continue development of an intraverfoasiulation of rHUPH20, we hope to realize sigrafit time and cost savings by leveraging
our current manufacturing process and toxicologgkpge to support a clinical program for a localaaogy application. We are refining the
clinical targets for Chemophase and plan to filénmestigational new drug (IND) application withetfrDA in oncology during the second
quarter of 2005.




HTI-101

Our HTI-101 discovery program is focused lom development of new clinical applications for eacond patented enzyme. We intend to
leverage our knowledge of this family of enzymesdéwelop new indications for HTI-101 in the fielolsinflammation and lysosomal storage
diseases.

HTI-201

We have a patented discovery program suriiograhother enzyme for use in inflammation and togy, We intend to leverage our
recombinant protein expression capacity to devtiagptechnology.

HTI-401

HTI-401 is a fourth patented enzyme in outtfptio that has unique substrate specificity. Weend to develop manufacturing systems for
HTI-401 to explore its use in central nervous systeauma and wound healing.

Collaborations

We have collaborations underway using ouomgzinant hyaluronidase technology for gene thedsdivery and for solid tumor
chemosensitization. Our research collaboration WiéhSchering-Plough Research Institute involvesdisting of rHuPH20 hyaluronidase for
enhanced gene therapy delivery. The research oottibn with the Ludwig Boltzmann Institute of Aial Oncology in Vienna, Austria is
exploring the effects of rHUPH20 on the sensitigfytumor cells to chemotherapeutic agents. Thesgrams are collaborative research
programs supplying recombinant enzyme with parttteashave expertise in relevant pre-clinical medelhave drugs that may benefit from
our Enhanze Technology programs.

Sales and Marketing
Cumulase

Our sales and marketing strategy in the I\é&fkmt will consist of a multi-channel approach ttzagets patients, clinicians, suppliers, and
regulators. We will raise public awareness of therent risk of using animal-derived products in I¥pplications among industry professionals
and the general public through direct contact watiget audiences, advertising in trade journakssgmtations and booths at conferences and
trade shows, mass mailings, Web initiatives, arehthbuilding efforts such as press releases arat ptiblic relations efforts. Direct contact
could include communicating with key advocacy gmupeeting with FDA officials, and attending spégiaonferences.

One of the highest impact target audiencdibeithe Society for Assisted Reproductive Tecbggl(SART), which is the leading
organization of professionals dedicated to thetfraof assisted reproductive technologies in thédd States. The organization includes over
370 members, which represents over 95% of the ARIcs in the nation. We plan on using efficacy aadety data to recruit key thought
leaders and practitioners from this organizatiohetp promote the use of Cumulase over existinggragions.

There are approximately eight known supplerB/F reagents and media, including micromanifialamedia that contain hyaluronidase
preparations. All of these suppliers sell animaia enzymes, and would benefit greatly from hguime opportunity to supply clinics with a
human recombinant hyaluronidase. We are seekiegtablish non-exclusive distribution agreements wisubset of these suppliers to serve
the worldwide marketplace. We have signed threé swarldwide distribution agreements with key supgiserving this market. The
agreements are with MediCult AS, a Denmark-basstidiitor with strengths in the European markegMiantic Diagnostics, Inc., a New
Jersey-based distributor with strengths in the INArmerican market, and Cook Ob/ Gyn Incorporatednaiana-based distributor with
strengths in the worldwide market. These threeeagents are non-exclusive distribution agreemeiatgnl five year terms with renewal
options for an additional two or three years, arahting each of our distributors the right to purs Cumulase from us and resell it to end
users.




Enhanze SC

During August 2004, we signed an exclusidessand marketing agreement with Baxter Health€amgoration (“Baxter”) to market,
distribute and sell Enhanze SC in the United StabesPuerto Rico. Baxter and Halozyme are equah@arin the commercialization of
Enhanze SC and may mutually agree to pursue ath@oties and dosage forms and indications.

Competition
Cumulase

A strong clinical selling point for Cumulaisethat it may eliminate the risk of animal pathogensmission and toxicity inherent in
slaughterhouse preparations. The competing enzgneesf animal origin, creating an opportunity falékzyme to enter the market with a
recombinant human enzyme alternative. The leadifgsuppliers are CooperSurgical, Irvine Scientifind Cook Ob/ Gyn (bovine products
the US, and MediCult (ovine) and Vitrolife (bovin@)tside the US.

Enhanze SC

Some commercial pharmacies how compound hyaildase preparations for institutions and physgiddowever, there are several
concerns with using a compounded sterile produsm@unded preparations are not FDA-approved pred@ame compounding pharmacies
do not test every batch of product for drug conegian, sterility, and lack of pyrogens. The AmaricAcademy of Ophthalmology therefore
recommends that compounded ophthalmic productsée within 30 days of preparation to minimize baatevergrowth and drug
decomposition. Other manufacturers have FDA apmt@veducts for use as spreading agents, includ@idg\IPharmaceuticals, Inc. (“ISTA"),
with an ovine-derived hyaluronidase (Vitrase®) @&rdphastar Pharmaceuticals, Inc., with a bovinellthylaluronidase, Amphada%¢. The
FDA determined that each of these products wereat@mical entities and hence afforded market ekdtysprecluding identical products
from being marketed for a period of five years. @arch 3, 2005, the FDA confirmed to us that Enha®@ewould be designated a new
chemical entity. Therefore, we believe that itidikely that the Vitrase or Amphadase marketinglesivity will apply to Enhanze SC; but if
the FDA later changes its determination and dedidatseither or both apply to Enhanze SC, then sudécision could have a material adverse
impact on our operations.

Patents and Proprietary Rights

Our success will depend in part on our abitit obtain patent protection for our inventiorsspteserve our trade secrets and to operate
without infringing the proprietary rights of thiphrties. Our strategy is to actively pursue papeotection in the United States and certain
foreign jurisdictions for technology that we beketo be proprietary and that offers a potential petitive advantage for our inventions. Our
patent portfolio includes four issued patents andraber of pending patent applications. We belmwepatent position surrounding
recombinant human hyaluronidases and their metbbdsnufacture presents a barrier to entry for mtideécompetitors looking to utilize the
hyaluronidases.

In addition to patents, we rely on trade stecand proprietary know-how. We seek protectiothe$e trade secrets and proprietary know-
how, in part, through confidentiality and proprigténformation agreements. Our policy is to requite employees, directors, consultants and
advisors, outside scientific collaborators and spoed researchers, other advisors and other indilscand entities to execute confidentiality
agreements upon the start of employment, consubtirigher contractual relationships with us. Thegeeements provide that all confidential
information developed or made known to the indiaidor entity during the course of the relationsiifo be kept confidential and not disclo:
to third parties except in specific circumstandegshe case of employees and some other partiesgteements provide that all inventions
conceived by the individual will be our exclusiveperty. Despite the use of these agreements anefffauts to protect our intellectual
property, there will always be a risk for unautlaed use or disclosure of information. Furthermote,trade secrets may otherwise become
known to, or be independently developed by, ourmetitors.




We also file trademark applications to protee names of our products. These applicationsmofynature to registration and may be
challenged by third parties. We are pursuing traat&mrotection in a number of different countriesumd the world.

Development and Manufacturing

We have signed a commercial supply agreemightAvid Bioservices, Inc. (“Avid”), a contract mafacturing organization, to produce
bulk recombinant enzyme product for clinical usgiddwill manufacture the active pharmaceutical edjent under commercial good
manufacturing practices for commercial scale prtidncand will provide support for chemistry, manetfaring and controls sections for FDA
regulatory filings. We have not established and matybe able to establish arrangements with adwitimanufacturers for these ingredients or
products should the existing supplies become ufablaior in the event that Avid is unable to adeelygperform its responsibilities.

Difficulties in our relationship with Avid or delayor interruptions in Avid’s supply of its requirents could limit or stop its ability to provide
sufficient quantities of our products, on a timbgsis, for clinical trials and, if our products amgproved, could limit or stop commercial sales,
which would have a material adverse effect on ausirkess and financial condition.

In the event that any of our product candidatre used in clinical trials or receive the ngagsregulatory approval for commercialization,
we rely on third parties to prepare, package diifirfish the products prior to their distributioH.we are unable to locate third parties to
perform these functions on terms that are econdiyiaaceptable to us, the progress of clinicalsrizould be delayed or even suspended and
the commercialization of approved product candslataild be delayed or prevented. We currentlyzatidi third party to fill/finish and package
Cumulase. We also utilize another third party tiffifiish and package Enhanze SC under an agreethanis terminable by either party, but
are currently negotiating with this third party afong-term agreement. If we fail to finalize amesgment with this third party, the clinical trial
progress, and potential commercialization of Enkea®&, will likely be delayed.

Research and Development Activities

Our research and development expenses cqniigtrily of costs associated with the developrasmd manufacturing of our product
candidates, compensation and other expenses garogdsand development personnel, supplies and ialaterosts for consultants and related
contract research, facility costs, amortization dafreciation. We charge all research and developegenses to operations as they are
incurred. Our research and development activitiegpamarily focused on the development of our Clase and Enhanze SC product
candidates, but we are also developing Chemophasere currently conducting pre-clinical studieamimal models. Our industry is subject
to rapid technological advancements, developingstry standards and new product introductions ahduecements. As a result, our success
depends, in large part, on our ability to develog eommercialize products.

Our research and development expendituréisdal 2004 and 2003 totaled approximately $6.9iomiland $1.1 million, respectively.
Research and development expenditures in fiscal 206 2003 were primarily related to the developneéour Cumulase and Enhanze SC
product candidates, and, to a lesser extent, Chieasep We anticipate that we will have significagearch and development expenses in the
future in connection with the commercializationoofr current products and development of new praduct

Human Resources

As of February 15, 2005, we had 24 full-tiemeployees, including 17 engaged in research anitalidevelopment activities. Seven
employees hold Ph.D. or M.D. degrees. We anticipateg five to ten additional employees by the efi@005. We believe our relationship
with our employees is good.




Risks Related To Our Business

We have not generated any revenue from product satedate; we have a history of net losses and tiggacash flow, and may newvi
achieve or maintain profitability.

We have not generated any revenue from ptaghles to date and may never generate signifiexenues from future product sales. Even
if we do achieve significant revenues from prodales, we expect to incur significant operatingéssover the next several years. We have
never been profitable, and may never become pbtditd hrough December 31, 2004, we have incurrggesgte net losses of $13,071,881.

We may need to raise funds in the next twelve mentiind there can be no assurance that such fund bé available.

During the next twelve months we may neerhise additional capital to complete the stepsireduo obtain FDA or other regulatory
approval for any of our products. If we engagedquasitions of companies, products, or technologgrder to execute our business strategy,
we may need to raise additional capital. We magelired to raise additional capital in the futtireough the public offering of securities,
collaborative agreements, private financings arribua other equity or debt financings, includindling outstanding warrants to purchase our
common stock. Currently, warrants to purchase agprately 11.8 million shares of our common stook autstanding and this amount of
outstanding warrants may make us a less desirabldigate for investment for some potential investépproximately 5.9 million of our
outstanding warrants contain a call feature thatemtially, will allow us to raise funds from thelters of these warrants. If our common stock
closes at a price equal to or greater than $2.08hm@e for twenty consecutive trading days, weetthe ability, at our sole discretion, to call
warrants exercisable for up to approximately 1,00Q,shares of common stock, provided that we havexercised a call right in the
preceding three months. Upon such a call, the heloethese warrants have thirty days to decidetherdo either exercise their warrants at a
price of $1.75 per share or receive $0.01 fromougéch share of common stock that is not exerclée need to raise funds in the future i
we wish to utilize this call right, we will not kable to exercise the call right if we do not méet tninimum closing price condition and, even if
we meet this condition, we cannot be sure of thewarts that will be raised by such a call becauseesor all warrant holders may decide nc
exercise their warrants. Considering our stagesw€tbpment and the nature of our capital structfivee are required to raise additional cap
in the future, the additional financing may notaéwailable on favorable terms, or at all. If we swecessful in raising additional capital, a
substantial number of additional shares will bestartding and would dilute the ownership interesiwfinvestors.

If we do not receive and maintain regulatory appwds for our product candidates, we will not be alttecommercialize our products, whic
would substantially impair our ability to generatevenues.

With the exception of the December 2004 mgtoefi a CE (European Conformity) Mark for Cumulasene of our product candidates have
received regulatory approval from the FDA or frony @&imilar national regulatory agency or authomityany other country in which we intend
to do business. Approval from the FDA is necessammanufacture and market pharmaceutical prodadise United States. Many other
countries including major European countries anhdénave similar requirements.

During September, 2004, we filed a 510(K)ligpgion for Cumulase and we intend to file a ND# Enhanze SC in the first quarter of
2005. Other manufacturers have FDA approved predoctuse as spreading agents, including ISTA Pheeuticals, Inc. (“ISTA”), with an
ovine-derived hyaluronidase (Vitrase®) and AmphaBtzarmaceuticals, Inc., with a bovine (bull) hyahidase, Amphadas® . The FDA
determined that each of these products were nemichéentities and hence afforded market exclugiyitecluding identical products from
being marketed for a period of five years. On Ma¢R005, the FDA confirmed to us that Enhanze $Glevbe designated a new chemical
entity. Therefore, we believe that it is unlikehat the Vitrase or Amphadase marketing exclusivityapply to Enhanze SC; but if the FDA
later changes its determination and decides thi@reor both apply to Enhanze SC, then such aideci®uld have a material adverse impac
our operations.




The processes for obtaining FDA approvalextensive, time-consuming and costly, and themmiguarantee that the FDA will approve
our recently filed 510(k) application or any NDA®t we intend to file with respect to any of ouoguct candidates, or that the timing of any
such approval will be appropriate for our prod@etrich schedule and other business priorities, wdnielsubject to change. We have not
currently begun the NDA approval process for angwfpotential products, and we may not be sucakssbbtaining such approvals for any
of our potential products.

If we are unsuccessful in our clinical trials, weilnot receive regulatory approvals for our prodticandidates

Clinical testing of pharmaceutical produstsiiso a long, expensive and uncertain process Evgtial results of pre-clinical studies or
clinical trial results are positive, we may obtdifferent results in later stages of drug developtiecluding failure to show desired safety and
efficacy.

The clinical trials of any of our product ciaates could be unsuccessful, which would preusritom obtaining regulatory approval and
commercializing the product. FDA approval can blayled, limited or not granted for many reasonduiding, among others:

* FDA officials may not find a product candidate safeeffective to merit an approvi

* FDA officials may not find that the data from -clinical testing and clinical trials justify appraly or they may require additional stud
that would make it commercially unattractive to tione pursuit of approva

«the FDA may not approve our manufacturing processéscilities, or the processes or facilities af gontract manufacturers or raw
material suppliers

« the FDA may change its approval policies or ad@pt negulations; an

«the FDA may approve a product candidate for indbecetthat are narrow or under conditions that ptheeproduct at a competitive
disadvantage, which may limit our sales and mamkegictivities or otherwise adversely impact the owrcial potential of a produc

If the FDA does not approve our product cdatis in a timely fashion on commercially viablerte or we terminate development of an
our product candidates due to difficulties or delapcountered in the regulatory approval processllihave a material adverse impact on our
business and we will be dependent on the developaferur other product candidates and/or our ahititsuccessfully acquire other products
and technologies.

In addition, we intend to market certain af products, and perhaps have certain of our ptsduanufactured, in foreign countries. The
process of obtaining approvals in foreign countisesubject to delay and failure for similar reason
If our product candidates are approved by the FDAtlo not gain market acceptance, our business wilffer because we may not be al
to fund future operations.

Assuming that we obtain the necessary regulapprovals, a number of factors may affect tlaeket acceptance of any of our existing
product candidates or any other products we deva@@equire in the future, including, among others:

« the price of our products relative to other thezagor the same or similar treatmet

« the perception by patients, physicians and othenbees of the health care community of the effectdgs and safety of our products
their prescribed treatmen

« our ability to fund our sales and marketing effp
« the effectiveness of our sales and marketing effard

« the introduction of generic competito




We have never successfully marketed any mtsdand we may not be successful in marketingpaochoting our existing product
candidates or any other products we develop orieequthe future.

In addition, our ability to market and promatur product candidates will be restricted toltieels approved by the FDA. If the approved
labels are restrictive, our sales and marketingresf as well as market acceptance and the comahguatiential of our products may be
negatively affected.

If our products do not gain market acceptaneemay not be able to fund future operationduitiog the development or acquisition of r
product candidates and/or our sales and marketiogsfor our approved products, which would caase business to suffer.

If we are unable to sufficiently develop our salesarketing and distribution capabilities or entento agreements with third parties
perform these functions, we will not be able to corarcialize products

We are currently in the process of develogingsales, marketing and distribution capabilittéswever, our current capabilities in these
areas are very limited. In order to commercialiag products successfully, we must internally depedobstantial sales, marketing and
distribution capabilities, or establish collabooat or other arrangements with third parties tdgper these services. We do not have extensive
experience in these areas, and we may not be@bktdblish adequate in-house sales, marketinglatribution capabilities or engage and
effectively manage relationships with third partiegperform any or all of such services. To theeakthat we enter into co-promotion or other
licensing arrangements, our product revenues ety Ito be lower than if we directly marketed aotbsour products, and any revenues we
receive will depend upon the efforts of third pestiwhose efforts may not be successful.

If we have problems with our sole contract manufactr, our product development and commercializatiefforts for our product
candidates could be delayed or stopp

We have signed a commercial supply agreemightAvid Bioservices Incorporated (“Avid”), a caact manufacturing organization, to
produce bulk recombinant human hyaluronidase farczl use. Avid will produce the active pharmadeaitingredient under current good
manufacturing practices for commercial scale prtidncand will provide support for chemistry, manetfaring and controls sections for FDA
regulatory filings. The active pharmaceutical irdiemt is used in Enhanze SC, which may requireeaapproval inspection. If Avid fails this
pre-approval inspection, it could have a materilesise effect on our business. We have not edti@oliand may not be able to establish
arrangements with additional manufacturers foretirgredients or products should the existing Sepgiecome unavailable or in the event
our sole contract manufacturer is unable to adetjuperform its responsibilities. Difficulties iruorelationship with Avid or delays or
interruptions in Avids supply of its requirements could limit or stop ability to provide sufficient quantities of ourqaucts, on a timely bas
for clinical trials and, if our products are appedy could limit or stop commercial sales, which ldduave a material adverse effect on our
business and financial condition.

If we have problems with the third parties that pare, package and fill/ finish our product candided for distribution, our produc
development and commercialization efforts for thessndidates could be delayed or stopp

In the event that any of our product candidare used in clinical trials or receive the nsassregulatory approval for commercialization,
we rely on third parties to prepare, package diifirfish the products prior to their distributiod.we are unable to locate third parties to
perform these functions on terms that are econdlyiaeceptable to us, the progress of clinical$r@ould be delayed or even suspended and
the commercialization of approved product candslatauld be delayed or prevented. We currentlyzatidi third party to fill/finish and package
Cumulase. In addition, we currently utilize a thirakty to fill/finish and package Enhanze SC urateagreement that is terminable by either
party, but we are currently negotiating with thigd party on a longerm agreement. If we fail to finalize an agreemeitih this third party, th
clinical trial progress, and potential commerciafian of Enhanze SC, will likely be delayed.
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Our inability to attract, hire and retain key managnent and scientific personnel, and to recruit qifedd independent directors, coul
negatively affect our business.

Our success depends on the performance ahlkeyagement and scientific employees with bioteldgyexperience. Given our small staff
size and programs currently under development,epeidd substantially on our ability to hire, traigtain and motivate high quality personnel,
especially our scientists and management teamidriighd. In addition, we also rely on the expestand guidance of independent directors to
develop business strategies and to guide our d@recoft these strategies. Due to changes in thdatmy environment for public companies
over the past few years, the demand for indeperdietttors has increased and it may be difficultufe, due to competition from both like-
sized and larger companies, to recruit qualifietbppendent directors.

Furthermore, if we were to lose key managdmpersonnel, particularly Jonathan Lim, MD, oureftfexecutive officer, or Gregory Frost,
PhD, our chief scientific officer, then we woullldly lose some portion of our institutional knowdedand technical know-how, potentially
causing a substantial delay in one or more of evetbpment programs until adequate replacementpeet could be hired and trained. For
example, Dr. Frost has been with our Company froomsafter its inception, and he possesses a suias@mount of knowledge about our
development efforts. If we were to lose his sersjicee would experience delays in meeting our prodegelopment schedules. We have not
entered into employment agreements with any okoyployees or officers, including Dr. Lim and Drobkt. We do not have key man life
insurance policies on the lives of any of our ergpks, including Dr. Lim and Dr. Frost.

Future sales of shares of our common stock, incladisales of shares issued in our most recent fingwgs, may negatively affect our stor
price.

As a result of our January 2004 private fgiag transaction, we issued 19,046,721 sharesrofraan stock to certain private investors. In
connection with this transaction we also issued-avds to the private investors for the purchask0p461,943 shares of common stock at
purchase prices ranging from $0.77 to $1.75 petesi@urrently, 8.3 million shares of common stoekain issuable upon exercise of these
warrants. The exercise of these warrants couldtressignificant dilution to stockholders at thime of exercise. We filed a registration
statement on Form SB-2 (Registration No. 333-11%A¥Bich was declared effective on August 12, 2@@4ering the 29,508,664 shares
issued to the private investors and issuable ugercise of the warrants.

As a result of our October 2004 financingns@ction, we issued 7,925,715 shares of commok stazertain institutional and accredited
investors for $13.9 million in gross proceeds. dmmection with this transaction, we also issuedravgs for the purchase of 2,609,542 share
common stock. We filed a registration statemenfform S-3 (Registration No. 333-120448), which weslared effective on November 26,
2004, covering the 10,535,257 shares issued tprihate investors and issuable upon exercise ofvilreants. In the future, we may issue
additional options, warrants or other derivativewsgies convertible into Halozyme common stock.

Sales of substantial amounts of shares o€oommon stock, or even the potential for such ghlesigh the exercise of warrants, could
lower the market price of our common stock and iimipee Company’s ability to raise capital througle sale of equity securities.

Our stock price is subject to significant volatiit

Our stock price is subject to significantatdity. Overall market conditions, in addition édher risks and uncertainties described in this
section and elsewhere in this report, may causentirket price of our common stock to fall. We paEpiate in a highly dynamic industry, whi
often results in significant volatility in the maatkprice of common stock irrespective of companygremance. As a result, our high and low
stock prices during 2004 were $4.75 and $0.02 eetgpely. Fluctuations in the price of our commaock may be exacerbated by conditions in
the healthcare and technology industry segmentsmditions in the financial markets generally.
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Recent trading in our stock has been limited, se@stors may not be able to sell as much stock ay thant to at prevailing market price

During the last ninety days, our averageydaslding volume was approximately 164,000 shdfdsnited trading in our stock continues, it
may be difficult for stockholders to sell their sbsiin the public market at any given time at pilevgprices.

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

As discussed above in the Risk Related toBusiness titledWe may need to raise funds in the next twelve hgrand there can be no
assurance that such funds will be availableé may have the ability to redeem certain outstamdiarrants, under certain conditions, that may
be exercised for approximately 5.9 million sharesanmmon stock. The redemption price for these ar@g is $0.01 per share, but the warrant
holders have the opportunity to exercise their ars prior to redemption at the price of $1.75g&re. If we decide to redeem any portion of
our outstanding warrants in the future, some sphiecurity holders may choose to sell outstandiages of common stock in order to finance
the exercise of the warrants prior to their redéomptThis pattern of selling may result in a reduectof our common stock’s market price.

Risks Related To Our Industry

Compliance with the extensive government regulasdio which we are subject is expensive and timestoning, and may result in th
delay or cancellation of product sales, introducti® or modifications.

Extensive industry regulation has had, artloentinue to have, a significant impact on ousibess. All pharmaceutical companies,
including Halozyme, are subject to extensive, caxptostly and evolving regulation by the fedem@lernment, principally the FDA and to a
lesser extent by the U.S. Drug Enforcement Admiaiiin (“DEA”), and foreign and state governmen¢agies. The Federal Food, Drug and
Cosmetic Act, the Controlled Substances Act andradlomestic and foreign statutes and regulationsmoor influence the testing,
manufacturing, packing, labeling, storing, recoeging, safety, approval, advertising, promotiate sind distribution of our products. Under
certain of these regulations, Halozyme and itsre@tsuppliers and manufacturers are subject togierinspection of its or their respective
facilities, procedures and operations and/or thertg of products by the FDA, the DEA and othehauties, which conduct periodic
inspections to confirm that Halozyme and its cartteuppliers and manufacturers are in compliande &l applicable regulations. The FDA
also conducts pre-approval and post-approval revevd plant inspections to determine whether ostesys, or our contract suppliers’ and
manufacturers’ processes, are in compliance witreatigood manufacturing practices and other FOlegions. If we, or our contract
supplier, fail these inspections, we may not be &dicommercialize our product in a timely manné&hewt incurring significant additional
costs, or at all.

In addition, the FDA imposes a number of clampegulatory requirements on entities that adsernd promote pharmaceuticals,
including, but not limited to, standards and retjatss for direct-to-consumer advertising, off-lapebmotion, industrysponsored scientific ar
educational activities, and promotional activitiegolving the Internet.

We are dependent on receiving FDA and otbgemmental approvals prior to manufacturing, mankeand shipping our products.
Consequently, there is always a risk that the FDAtber applicable governmental authorities wilt approve our products, or will take post-
approval action limiting or revoking our ability sell our products, or that the rate, timing anst @ such approvals will adversely affect our
product introduction plans or results of operations

Our suppliers and sole manufacturer are subjectregulation by the FDA and other agencies, and ifehdo not meet their commitmen
we would have to find substitute suppliers or maaafurers, which could delay the supply of our procta to market.

Regulatory requirements applicable to phasutcal products make the substitution of suppléard manufacturers costly and time
consuming. We have no internal manufacturing cdipekiand are, and expect
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to be in the future, entirely dependent on contmaatufacturers and suppliers for the manufactumioproducts and for their active and other
ingredients. The disqualification of these manufests and suppliers through their failure to compith regulatory requirements could
negatively impact our business because the detaysasts in obtaining and qualifying alternate sigpp (if such alternative suppliers are
available, which we cannot assure) could delayiadirtrials or otherwise inhibit our ability to Img approved products to market, which would
have a material adverse affect on our businesgiaacial condition.

We may be required to initiate or defend againggdé proceedings related to intellectual propertghits, which may result in substantii
expense, delay and/or cessation of the developraedtcommercialization of our products.

We rely on patents to protect our intelletpraperty rights. The strength of this protectibowever, is uncertain. For example, it is not
certain that:

« our patents and pending patent applications conggtyets and/or technology that we invented f

« we were the first to file patent applications foese inventions

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

« any of our issued patents, or patent pending agtdics that result in issued patents, will be hellild and infringed in the event the
patents are asserted against ott

We currently own or license several U.S. pt@nd also have pending patent applications.eTtesn be no assurance that our existing
patents, or any patents issued to us as a ressiichfapplications, will provide a basis for comaiely viable products, will provide us with
any competitive advantages, or will not face thpetty challenges or be the subject of further pedoggs limiting their scope or enforceability.

We may become involved in interference prdoggs in the U.S. Patent and Trademark Office terdeine the priority of our inventions. In
addition, costly litigation could be necessary totpct our patent position. We also rely on traddssm¢o protect the names of our products.
These trademarks may be challenged by others. §nf@rce our trademarks against third parties, sidbrcement proceedings may be
expensive. We also rely on trade secrets, unpatgmtgrietary know-how and continuing technologioalovation that we seek to protect with
confidentiality agreements with employees, consittand others with whom we discuss our busineispubes may arise concerning the
ownership of intellectual property or the applididpior enforceability of these agreements, andmwight not be able to resolve these disputt
our favor.

In addition to protecting our own intellectpaoperty rights, third parties may assert patgatjemark or copyright infringement or other
intellectual property claims against us based oatwliey believe are their own intellectual propeitts. While we have not ever been and are
currently not involved in any litigation, in the@wt we become involved, we may be required to pagtantial damages, including but not
limited to treble damages, for past infringemerit i§ ultimately determined that our products iinge a third partys intellectual property right
Even if infringement claims against us are withmetrit, defending a lawsuit takes significant tinmgy be expensive and may divert
management’s attention from other business concEurther, we may be stopped from developing, megtufing or selling our products until
we obtain a license from the owner of the relevaahnology or other intellectual property righfssuich a license is available at all, it may
require us to pay substantial royalties or othesfe

Future acquisitions could disrupt our business amarm our financial condition.

In order to remain competitive, we may decdmeacquire additional businesses, products arfthtdogies. As we have limited experience
evaluating and completing acquisitions, our ab#ityan organization to
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make such acquisitions is unproven. Acquisitiondaoequire significant capital infusions and coirdolve many risks, including, but not
limited to, the following:

«we may have to issue convertible debt or equitystes to complete an acquisition, which woulduti our stockholders and could
adversely affect the market price of our commoumlst

* an acquisition may negatively impact our resultsdrations because it may require us to incuelarg-time charges to earning
amortize or write down amounts related to goodarildl other intangible assets, or incur or assumstantial debt or liabilities, or it may
cause adverse tax consequences, substantial damedr deferred compensation char¢

« we may encounter difficulties in assimilating antegrating the business, technologies, productsppeel or operations of compan
that we acquire

« certain acquisitions may disrupt our relationshithvexisting customers who are competitive with slcguired busines

e acquisitions may require significant capital infuss and the acquired businesses, products or tegie® may not generate sufficient
revenue to offset acquisition cos

* an acquisition may disrupt our ongoing businesgertliresources, increase our expenses and disttachanagemen
* acquisitions may involve the entry into a geograpribusiness market in which we have little opnior experience; an
« key personnel of an acquired company may decidéonwbrk for us,

If any of these risks occurred, it could adedy affect our business, financial condition apeérating results. We cannot assure you that we
will be able to identify or consummate any futucgaisitions on acceptable terms, or at all. If vepdrsue any acquisitions, it is possible that
we may not realize the anticipated benefits frochsacquisitions or that the market will not vieweBlacquisitions positively.

If third -party reimbursement is not available, our productgyy not be accepted in the mark

Our ability to earn sufficient returns on quioducts will depend in part on the extent to vameimbursement for our products and related
treatments will be available from government heatfiministration authorities, private health inserenanaged care organizations and other
healthcare providers.

Third-party payers are increasingly attengptim limit both the coverage and the level of reimgg@ment of new drug products to contain
costs. Consequently, significant uncertainty exast$o the reimbursement status of newly approeadtiicare products. If we succeed in
bringing one or more of our product candidates évket, third-party payers may not establish adegleatels of reimbursement for our
products, which could limit their market acceptanoe result in a material adverse effect on owrfaial condition.

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

We have numerous competitors in the UnitedeStand abroad, including, among others, majompdzeutical and specialized
biotechnology firms, universities and other reskanstitutions that may be developing competingdpiais. Such competitors include Sigma-
Aldrich Corporation, ISTA Pharmaceuticals, Inc.{h, and Allergan, Inc., among others. These coitgrstmay develop technologies and
products that are more effective or less costly thar current or future product candidates or tioald render our technologies and product
candidates obsolete or noncompetitive. Many ofdtwesnpetitors have substantially more resourcegpeodlict development, manufacturing
and marketing experience and capabilities thanevéndaddition, many of our competitors have sigaifitly greater experience than we do in
undertaking pre-clinical testing and clinical tsaf pharmaceutical product candidates and obiiRDA and other regulatory approvals of
products and therapies for use in healthcare. Qtizewufacturers have FDA approved products for sspeeading agents, including ISTA
Pharmaceuticals, Inc. (“ISTA”), with an
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ovine-derived hyaluronidase (Vitrase®) and AmphaBtzarmaceuticals, Inc., with a bovine (bull) hyahidase, Amphadas® . The FDA
determined that each of these products were nemichéentities and hence afforded market exclugiyitecluding identical products from
being marketed for a period of five years. On Ma¢R005, the FDA confirmed to us that Enhanze $Glevbe designated a new chemical
entity. Therefore, we believe that it is unlikehat the Vitrase or Amphadase marketing exclusiwityapply to Enhanze SC; but if the FDA
later changes its determination and decides thi@reor both apply to Enhanze SC, then such aideci®uld have a material adverse impac
our operations.

We are exposed to product liability claims, andumance against these claims may not be availableisoon reasonable terms or at a

We might incur substantial liability in corat®n with clinical trials or the sale of our prads. Product liability insurance is expensive and
in the future may not be available on commerciatigeptable terms, or at all. We currently carriyrdtéd amount of product liability insuran:
A successful claim or claims brought against usxcess of our insurance coverage could materialtynfour business and financial condition.

We may have difficulty implementing in a timely maer the internal controls over financial reportingecessary to allow our manageme
to report on the effectiveness of our internal cools over financial reporting, and we may incur satantial costs in order to comply with
the requirements of the Sarbanes-Oxley Act of 2002.

Pursuant to Section 404 of the Sarbanes-Oxityf 2002, we will be required to furnish a refpof management’s assessment of the
effectiveness of our internal controls over finahceporting as part of our Annual Report on FOBRKISB for the fiscal year ended
December 31, 2006. Our registered public accoumtdhthen be required to attest to, and reportaur, assessment. In order to issue our
report, our management must document both the mlésigur internal controls over financial repodiand the testing processes that support
management’s evaluation and conclusion. There eamlassurance that we will be able to completevitré& necessary for our management to
issue its management report in a timely manneathatrmanagement will be able to report that owerimal controls over financial reporting are
effective.

Item 2.  Description of Property

Our administrative offices and research ftied are located in San Diego, California. We ¢éeas aggregate of approximately 10,800 sq
feet of office and research space for approxim&2y,000 per month. We have two separate leasesifdacilities that expire on June 30,
2005 (5,700 square feet) and June 30, 2006 (5404rs feet), respectively. We believe the spaeeésjuate for our immediate needs, but
additional space may be required as we expandesagarch and development activities. We do not éeresy significant difficulties in
obtaining any required additional facilities.

ltem 3.  Legal Proceedings

From time to time, Halozyme may be involveditigation relating to claims arising out of perations in the normal course of business.
Any of these claims could subject us to costlgétion and, while we generally believe that we hasdequate insurance to cover many diffe
types of liabilities, our insurance carriers manpyleoverage or our policy limits may be inadequattilly satisfy any damage awards or
settlements. If this were to happen, the paymeangfsuch awards could have a material adversetaffeour results of operations and
financial position. Additionally, any such claimsghether or not successful, could damage our repatand business. Halozyme currently is
not a party to any legal proceedings, the adveuseome of which, in management’s opinion, indivillpar in the aggregate, would have a
material adverse effect on our results of operatmmfinancial position.

ltem 4.  Submission of Matters to a Vote of Security Holde

There were no matters submitted to a votgeofirity holders of Halozyme during the fourth deimof fiscal 2004.
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PART Il

ltem 5.  Market for Common Equity and Related Stockholder Mexs.

Since November 1, 2004, our common stocktaaed under the symbol “HTI” on The American Stéoichange (the “AMEX”). From
March 12, 2004 through October 31, 2004 our comstook traded under the symbol “HZYM” on the Ovee-iounter Bulletin Board. Prior
to the effectiveness of the merger between Glolaa@hY Services, Inc. and our predecessor comparigeph Pharmaceuticals, Inc. on
March 11, 2004, our common stock traded underyh#sl “GYHT” on the Over-the-Counter Bulletin Boarthe following table sets forth
the high and low sales prices per share of our comstock:

Fiscal Year 2004 High Low
First Quarte! $ 4.7¢ $ 0.0z
Second Quarte $ 4.6¢ $ 2.5t
Third Quartel $ 3.3t $ 1.41
Fourth Quarte $ 3.1C $ 1.8C
Fiscal Year 2003 High Low
First Quartel n/e n/e
Second Quarte $ 0.12 $ 0.0
Third Quartel $ 0.1C $ 0.0t
Fourth Quarte $ 0.1C $ 0.0z

On February 15, 2005, the closing sales mfd@ommon Stock was $2.03 per share. As of Feprir 2005, we had approximately
610 shareholders of record. We have not paid arigetids on our common stock since our inceptiondmdot expect to pay dividends on our
common stock in the foreseeable future.

Item 6. Managemen's Discussion and Analysis of Financial Condition drResults of Operation:

In addition to historical information, the followgndiscussion contains forwaldeking statements that are subject to risks ancedinties
Actual results may differ substantially from thoserred to herein due to a number of factors, udahg but not limited to risks described in
section entitled Risks Related to Our Businessedselvhere in this Annual Report.

Overview — DeliaTroph Pharmaceuticals, Inc. (“DeliaTroph”)ethredecessor company to Halozyme, was foundeebru&ry 26, 1998.
On March 11, 2004, DeliaTroph merged with a publichded corporation, Global Yacht Services, IfGl¢bal”), to form Halozyme.
Although Global (which changed its name to HalozyFherapeutics, Inc. in connection with the Mergerjuired DeliaTroph as a result of the
merger, the former shareholders of DeliaTroph laetdajority of the voting interest in the combinedegprise immediately after the Merger.
Additionally, the Merger resulted in DeliaTroph’samagement and Board of Directors assuming opegdtaamtrol of Halozyme Therapeutics,
Inc. Accordingly, the Merger has been treated as@apitalization of DeliaTroph and the financiglarmation presented here and elsewhere in
this Annual Report reflects the historical activityDeliaTroph, unless otherwise indicated. Glatimiducted limited operations prior to the
merger in a line of business wholly unrelated mpbiarmaceutical operations, and the results of @bperations are not reflected in the
financial information of Halozyme.

We are a development stage biopharmaceuticzapany dedicated to the development and plann@dnescialization of recombinant
human enzymes for the infertility, ophthalmologgdaoncology communities. Our products under devalamt are based on intellectual
property covering the family of human enzymes kn@asrhyaluronidases. Hyaluronidases are enzymeteipspthat break down hyaluronic
acid, which is a naturally occurring substancehim tuman body. Currently, we have no product reeemd all of our potential products are
either in the discovery, pre-clinical, pre-NDA aepgp10(k) stage. It may be years, if ever, befoeeane able to obtain the necessary regulatory
approvals necessary to generate meaningful revieonnethe sale of these potential products. In agidjitwe have never generated any revenue
from our
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biopharmaceutical operations and we have had dpgramd net losses each year since inception. We decumulated a deficit of $13,071,¢
from inception through December 31, 2004.

Our technology is based on recombinant huRta20 (rHUPH20), a human synthetic version of hyalidase that degrades hyaluronic €
a space-filling, “gel”-like substance that is a orajomponent of tissues throughout the body, ssdheskin and eyes. The PH20 enzyme is a
naturally occurring enzyme that digests hyaluradicl to temporarily break down the gel, therebylitating the penetration and dispersion of
other drugs that are injected in the skin or inrthescle.

Bovine and ovine-derived hyaluronidases Haeen used in multiple therapeutic areas, includingtro fertilization and ophthalmology,
where a FDA-approved bovine version was used as@adklivery agent to enhance dispersion of lonakthesia for cataract surgery for over
50 years. Despite the multiple potential theraeapiplications for hyaluronidase, there are proklerith existing and potential animal-derived
product offerings, including:

« Impurity: Most such commercial enzyme preparations are cemtiacts from cattle testes and are typically thas -5% pure.

« Prion diseaseCattle testes are an organ with the highest coretéart of hyaluronidase, but also with the higHesels of a protein
implicated in the development of neurodegeneratiserders associated with prion disease, su“Mad Cow Diseas”

» ImmunogenicityHyaluronidases can also be found in bacteria, egatertain venoms, and marine organisms. Verycfawpanies ar
pursuing clinical development of any of these enegnRegardless, all such preparations are non-huandrare therefore likely to elicit
potent immune reactions, possess endotoxin, or @ve of the same defects as slaughterhouse denis:

There have been successes in replacing adienaled drugs with human recombinant biologicsna$e case of insulin, Pulmozyme and
human growth hormone. Our objective is to exeduiterecombinant human enzyme replacement strategyplying our products under
development to key markets in multiple therapeat&as, beginning with in vitro fertilization andhtbalmology.

As an alternative to the existing animal-dedi drugs, our proprietary technology, as evideredur exclusive license with the University
of Connecticut of the patent covering the DNA semgewhich encodes human hyaluronidase, may bothnekexisting markets and create |
ones. Gaps in existing hyaluronidase offerings nragte demand for our solution.

Revenues

We have not generated any revenues from ptagles since our inception on February 26, 1P88duct revenue will depend on our
ability to obtain regulatory approvals for and segsfully commercialize our product candidates. Wéeived a CE (European Conformity)
Mark for Cumulase in December of 2004, which alldles Company to market Cumulase in the Europeanruni

Costs and Expense

Research and Developme@ir research and development expenses consistrpyimicosts associated with the development and
manufacturing of our product candidates, compeoisand other expenses for research and develogaesdnnel, supplies and materials,
costs for consultants and related contract resefacitity costs, amortization and depreciation. @arge all research and development
expenses to operations as they are incurred. @aareh and development activities are primarily$ael on the development of our Cumulase
and Enhanze SC product candidates which are betd@n our recombinant human PH20 (rHUPH20) enzgrheman synthetic version of
hyaluronidase. We are also developing Chemophasiehvis also based on our recombinant PH20 enzgneeare currently conducting pre-
clinical studies in animal models.

Since our inception through December 31, 20@thave incurred research and development c6$8&.9 million. From January 1, 2002
through December 31, 2004, approximately 90% ofresearch and
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development costs were associated with the reseatidevelopment of our recombinant human PH20reeaaysed in our Cumulase and
Enhanze SC product candidates. Due to the uncsriaiobtaining FDA approval, our reliance on thparties, and competitive pressures, we
are unable to estimate with any certainty the &uthl costs we will incur in the continued develapmof our Cumulase, Enhanze SC, and
Chemophase product candidates for commercializatiowever, we expect our research and developnuats ¢o increase substantially if we
are able to advance our product candidates inéo saages of clinical development.

Clinical development timelines, likelihoodsfccess, and total costs vary widely. Althoughaweecurrently focused primarily on advanc
Cumulase, Enhanze SC, and Chemophase, we antitiatee will make determinations as to which resteand development projects to
pursue and how much funding to direct to each pta@a an on-going basis in response to the scietifd clinical progress of each product
candidate and other market developments.

Product candidate completion dates and a@stssignificantly for each product candidate areldifficult to estimate. The lengthy process
of seeking regulatory approvals, and the subseqummpliance with applicable regulations, require ¢ixpenditure of substantial resources.
Any failure by us to obtain, or any delay in obta@) regulatory approvals could cause our reseanchdevelopment expenditures to increase
and, in turn, have a material adverse effect orresults of operations. While we have filed a 5)@(plication for our Cumulase product
candidate in September 2004, and we anticipateyfdi NDA for our Enhanze SC product candidate énfitist quarter of 2005, and an IND for
our Chemophase product candidate in the secondequdr2005, we cannot be certain when or if antycash inflow from these products or
any of our other development projects will commence

General and Administrativé&seneral and administrative expenses consist pilynafrcompensation and other expenses relatedrto ou
corporate operations and administrative employlegal fees and other professional services expenses

Other Income and Expense, N@ether income and expense, net consists primarilgitefest income earned on our cash and cash
equivalents and interest expense associated withraut-term notes payable. Other income and experet, also includes the liabilities
assumed as a result of the Merger.

Critical Accounting Policies and Estimates

The preparation of financial statements icoagance with accounting principles generally ategfin the United States requires that
management make a number of assumptions and essithatt affect the reported amounts of assetsljtied revenues and expenses in our
consolidated financial statements and accompanyites. Management bases its estimates on historfoamation and assumptions believed
to be reasonable. Although these estimates arel lmesmanagement’s best knowledge of current exsmrdscircumstances that may impact the
Company in the future, actual results may diffenfrthese estimates.

Our critical accounting policies are thosatthffect our financial statements materially amebilve a significant level of judgment by
management. While we have not yet recorded anyhte/& date, our critical accounting policy regagdievenue recognition is to record
revenue when the transfer of ownership occurs, ghipment to the distributor. Our critical accougtpolicies also include estimating the
useful lives of fixed assets and the resulting dejation expense and the amount and valuationvehitory.

Results of Operations — Comparison of Year Ended @mber 31, 2004 and 2003
Revenues —Halozyme has generated no revenues since its inoceph February 26, 1998.

Research and Development —-Research and development expenses were $6,51000@fyear ended December 31, 2004 compared to
$1,145,000 for the year ended December 31, 2008ré3earch and development expenses consistedrityimfacosts associated with the
development and manufacturing of our product caatdisl compensation and other expenses for resaadctievelopment personnel, supplies
and materials, costs for consultants and relatettact research, facility costs, amortization aegrdciation. Research and development
expenses increased by $5,372,000 due primarilprimptetion of Cumulase 510(K) requirements, the suitisl completion of Enhanze SC
chemistry manufacturing and controls
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(CMC) and toxicology work, the hiring of addition@search and development personnel, and contemtfiacturing costs for development
and production of our rHUPH20 enzyme for reseaslihical, and potential commercial use. We expestarch and development costs to
continue to increase in future periods as we irsgaaur research efforts and continue to developraamlfacture our first two product
candidates.

General and Administrative — General and administrative expenses were $2,57 f¢0@Be year ended December 31, 2004 compared to
$576,000 for the year ended December 31, 2003. @keswed administrative expenses increased by $10095ue to the hiring of additional
administrative personnel and the increased leghbanounting fees associated with becoming a pudiorting entity. We anticipate that
compliance with provisions of the Sarbar@dey Act of 2002, including Section 404 relatirmgatudits of our internal controls, will increase
general and administrative costs in future periods.

Other Income and Expense —Other expense was $4,000 for the year ended Decedtib2004 compared to $393,000 for the year ended
December 31, 2003. The decrease in other experséduweato interest expense incurred in 2003 froratanting notes payable, which were
converted to common stock in October 2003.

Net Loss —Net loss for the year ended December 31, 2004 @&9%,000, or $0.26 per common share, compared,id$,000, or
$0.26 per common share for the year ended Dece®ih@003. The increase in net loss was due to@ease in operating expenses, reflecting
our increased research and development effortadditional personnel costs.

Liquidity and Capital Resources —As of December 31, 2004, cash and cash equivahares $16,007,000 versus $504,000 as of
December 31, 2003, an increase of $15,503,000.iftisase resulted primarily from the sale of commtowck and warrants to purchase
common stock for approximately $23,450,000, naéssifiance costs during the year ended Decembe0B4, Bffset by our net cash used in
operations and for the purchase of property anipewgnt for the year ended December 31, 2004.

Net cash used in operations was $7,718,06i@glthe year ended December 31, 2004 comparet,#59$,000 of cash used in operations
during the year ended December 31, 2003. This &serevas due to an increase in our research antbgeent efforts and additional
personnel.

Net cash used in investing activities was852@0 during the year ended December 31, 2004 cadpa $72,000 during the year ended
December 31, 2003. This was due to the increaseghase of property and equipment and leaseholdovepnents during 2004.

Net cash provided by financing activities 28,450,000 during the year ended December 34 28Gus $1,946,000 during the year
ended December 31, 2003. In January 2004, we sohinon stock and warrants to purchase common stwckpproximately $8,057,000, or
$7,670,000 net of issuance costs. In October 20840ld common stock and warrants to purchase canstozk for approximately
$13,870,000, or $12,717,000 net of issuance casdiditionally, we received approximately $2,863,00@roceeds from warrant exercises for
the year ended December 31, 2004. During the yeeceDecember 31, 2003, we received $942,000 fhenissuance of promissory notes,
which are no longer outstanding, and the issuahceramon stock upon the exercise of stock options.

We expect our cash requirements to increigséfisantly in the foreseeable future as we coméirio increase our research and development
for, seek regulatory approvals of, and developraadufacture our current product candidates. Asxpard our research and development
efforts and pursue additional product opportunjties anticipate significant cash requirements fang of personnel, capital expenditures and
investment in additional internal systems and stfizcture.

The amount and timing of cash requirementisdgpend on regulatory and market acceptance opmduct candidates, if any, and the
resources we devote to researching, developingufaeturing, commercializing and supporting our proidcandidates.

We believe that our current cash and casivakgmts will be sufficient to fund our operatioingo 2006. Until we can generate significant
cash from our operations, we expect to continderid our operations with existing cash resourcaswrere primarily generated from the
proceeds from our recent private financing. We
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may finance future cash needs through the sal¢éhef @quity securities, the exercise of our caflalshrrants, strategic collaboration agreem
and debt financing. We cannot be certain that gistiag cash and cash equivalents will be adeqoiatkat additional financing will be
available when needed or that, if available, finagaevill be obtained on terms favorable to us or stockholders. Having insufficient funds
may require us to delay, scale back or eliminateesor all of our research and development progm@naelay the launch of our product
candidates. If we raise additional funds by issqgity securities, substantial dilution to exigtstockholders would likely result. If we raise
additional funds by incurring debt financing, tleenhs of the debt may involve significant cash paynabligations as well as covenants and
specific financial ratios that may restrict ourlepito operate our business.

Off-Balance Sheet Arrangements —As of December 31, 2004, we did not have any @hatiips with unconsolidated entities or financial
partnerships, such as entities often referred &irastured finance or special purpose entitieschwivould have been established for the
purpose of facilitating ofbalance sheet arrangements or other contractualipw or limited purposes. In addition, we do nogage in tradini
activities involving non-exchange traded contra8ssuch, we are not materially exposed to anynfiiray, liquidity, market or credit risk that
could arise if we had engaged in these relatiosship

Recent Accounting Pronouncements

See Note 2, “Summary of Significant AccougtfPolicies — Recent Accounting Pronouncementsh@éaccompanying Notes to
Consolidated Financial Statements for a discussiagacent accounting pronouncements and their gfffegny, on the Company.

Iltem 7.  Financial Statements
Our financial statements are annexed tor#psrt beginning on page F-1.
ltem 8. Changes In and Disagreements With Accountants orcAgnting and Financial Disclosure

On March 12, 2004, our Board of Directorseebto replace the independent accountant thatdpaited on the financial statements for
Global Yacht Services, Inc., Hall & Company (“Hall¥Ve retained the accounting firm of Cacciamatta@untancy Corporation
(“Cacciamatta”) on March 12, 2004, to make an exation of the financial statements for the 2002 2003 fiscal years. This examination by
Cacciamatta reflected our paserger structure and our activities as a biophaenécal corporation. We authorized Hall to respéully to any
inquiries from Cacciamatta and to make Hall's wpdpers available to Cacciamatta. We did not hayed@agreements with Hall nor did
Hall's prior reports contain adverse opinions acthimers of opinions. Hall did not make any negateport regarding our internal controls,
management or prior financial statements priotsaismissal.

Item 8A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Under the supervision and with the partidgpabf our management, including our principal axae officer and principal financial officer,
we conducted an evaluation of our disclosure ctsind procedures, as such term is defined under RBa-15(e) promulgated under the
Securities Exchange Act of 1934, as amended (tiobdhge Act). Based on this evaluation, our prinaacutive officer and our principal
financial officer concluded that our disclosure trols and procedures were effective as of the dildeoperiod covered by this Annual Report.

Changes in Internal Controls Over Financial Reportng

There have been no significant changes inirgarnal controls over financial reporting thatowed during the quarter ended December 31,
2004, that have materially affected, or are reaslyrikely to materially affect our internal controver financial reporting.

Iltem 8B.  Other Information.

None.
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PART Il

Item 9. Directors and Executive Officers

The information required by this item regagldirectors is incorporated by reference to ouiriteze Proxy Statement to be filed with the
Securities and Exchange Commission in connectidi eir 2005 Annual Meeting of Stockholders (thed!Br Statement”) under the heading
“Election of Directors.” The information required khis item regarding compliance with Section 1@(@dhe Securities Exchange Act of 1934,
as amended, is incorporated by reference to tlenation under the caption “Compliance with Sectiéifa) of the Exchange Act” contained
in the Proxy Statement. The information requiredHiy item regarding our code of ethics is incogbed by reference to the information under
the caption “Code of Ethics” contained in our Pr&tatement.

Executive Officers

Jonathan E. Lim, MD (33), President, Chief Executive Officer and Director. Dm joined Halozyme in 2003. From 2001 to 2003,
Dr. Lim was a management consultant at McKinsey@&npany, where he specialized in the health canasing, serving a wide range of start-
ups to Fortune 500 companies in the biopharmaadutitedical products, and payor/provider segmétan 1999 to 2001, Dr. Lim was a
recipient of a National Institutes of Health Postdoal Fellowship, during which time he conductédical outcomes research at Harvard
Medical School. He has published articles in pegfewed medical journals such as the Annals of &yrgnd the Journal of Refractive
Surgery. Dr. Lim’s prior experience also includes tyears of clinical training in general surgerytreg New York Hospital-Cornell Medical
Center and Memorial Sloan-Kettering Cancer Ceffteunder and President of a health care softwarganw Founding Editor-iGhief of the
McGill Journal of Medicine; and basic science alidical research at the Salk Institute for BiolagiStudies and Massachusetts Eye and Ear
Infirmary. Dr. Lim is currently a California—licead physician and member of the strategic plannamgrittee of the American Medical
Association. He earned his BS, with honors, anddd&ees in molecular biology from Stanford Univigrshis MD degree from McGill
University, and his MPH degree in health care manant from Harvard University.

Gregory I. Frost, PhD (33),Vice President & Chief Scientific Officer and Ditec. Dr. Frost joined Halozyme in 1999 and has speore
than ten years researching the hyaluronidase fashignzymes. From 1998 to 1999, he was a SenicgdRels Scientist at the Sidney Kimmel
Cancer Center (SKCC), where he focused much ofbi& developing the hyaluronidase technology. Plod8KCC, his research in the
Department of Pathology at the University of Califi@, San Francisco, led directly to the purifioaticloning, and characterization of the
human hyaluronidase gene family, and the discowésgveral metabolic disorders. He has authorestiEhtific peer-reviewed and invited
articles in the Hyaluronidase field and is an ireemmn numerous patents. Dr. Frost's prior expeseincludes serving as a scientific consultant
to a number of biopharmaceutical companies, indgd)-Med (SE), Biophausia AB (SE), and Active Baht€SE). Dr. Frost is registered to
practice before the US Patent Trademark Office,earded his BA in biochemistry and molecular biglégm the University of California,
Santa Cruz, and his PhD in the department of Paglyadt the University of California, San Francisadere he was an ARCS-Scholar.

David A. Ramsay, MBA (40),Vice President & Chief Financial Officer. Mr. Ramnggained Halozyme in 2003 and brings 17 years of
corporate financial experience spanning severalgtres. From 2000 to 2003, he was Vice Presidemigf Financial Officer of Lathian
Systems, a provider of technology-based salesignkifor the life sciences industry. Prior to Lathi Mr. Ramsay was the Vice President,
Treasurer of ICN Pharmaceuticals, a multinatiospé&cialty pharmaceutical company. Mr. Ramsay joigd in 1998 from ARCO, where he
spent four years in various financial roles, mesently serving as Manager of Financial Planningr&lysis for the company’s 1,700-station
West Coast Retail Marketing Network. Prior to ARCG@,served as Vice President, Controller for Sec@acific Asian Bank, a subsidiary of
Security Pacific Corporation. He began his carsearaAuditor at Deloitte & Touche, where he obtdihes CPA license. Mr. Ramsay also
serves on the Board of Directors for Axxora Lifée€®ces, Inc., a privately held, worldwide reseaedmgent company. Mr. Ramsay graduated
from the University of California, Berkeley, with
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a BS degree in Business Administration and earimetMBA degree with a dual major in Finance and t8fgiec Management from The Wharton
School at the University of Pennsylvania.

Don A. Kennard (58),Vice President of Regulatory Affairs & Quality Asance. Mr. Kennard joined Halozyme in 2004 anddsito
Halozyme nearly 30 years of professional senioragament experience in the fields of regulatoryieffgRA), clinical programs, and quality
assurance (QA). He has worked directly with the. B&d and Drug Administration (FDA), as well agukatory authorities of various foreign
ministries of health, to secure registration, atiteocommercialization, and successfully implengumdlity programs, for a broad range and
extensive number of product approvals across phautials, biologics, medical devices, and diagossPrior to Halozyme, Mr. Kennard
was Vice President of Worldwide RA/ QA at Quidelcl, a manufacturer of diagnostic products, whertet the RA/ QA and Clinical
functions, while also establishing a Quality System marking program that enabled Quidel to expamtisustain sales in the European Un
From 1991 to 2001, he was Vice President of RA/ Q&D for Nobel Biocare, Inc. and Steri-Oss (acqdity Nobel Biocare), where he
directed all regulatory affairs, quality assurarmical trials, and R&D activities. From 19811891, Mr. Kennard was Director of RA/ QA at
Allergan, Inc., where he directed regulatory afaguality assurance and quality control in theeflgyment and manufacture of prescription
OTC ophthalmic and dermatological drugs, injectatlegs, biotechnology products, and ophthalmic pet&l Prior to Allergan, he was
Director of Quality Control at B. Braun. Mr. Kenubinolds a BS degree in Microbiology and a Regujefdfairs Certificate.

Carolyn M. Rynard, PhD (50), Vice President of Product Development & ManufacetgriDr. Rynard joined Halozyme in 2003.
Dr. Rynard’s career in drug development spans 20syim the pharmaceutical and biotech industries.tdoad experience includes project
management, formulation, manufacturing, clinicaies, validation, medical devices, and qualitgteyns. From 2001 to 2003, Dr. Rynard
was Vice President of Product Development at Medihac., where she was directly responsible for Mex's Chemistry, Manufacturing, and
Control, formulation, analytical methods, and sfieation development. From 1994 to 2001, she workedmylin Pharmaceuticals, Inc., a
San Diego, California-based pharmaceutical compamgre she held various positions of increasingaesibility, serving most recently as
Senior Director of Product Development. At Amylbr,, Rynard managed seven functional areas and v@t€ sections for US NDAs and
investigational new drug applications; Europeank®ting authorization applications and clinical teaemptions; as well as device 510(k) and
CE mark technical files. Prior to joining AmylinrDRynard held various R&D positions at Baxter Hieghre and at DuPont. Dr. Rynard eal
her BSc degree in Chemistry and Biochemistry froenWniversity of Toronto, and her PhD in Physiaad ®&rganic Chemistry from Stanford
University.

Mark S. Wilson, MBA (44), Vice President of Business Development. Mr. Wilgmned Halozyme in 2003 and has spent more than
15 years in the biotechnology/pharmaceutical ingusiaving most recently served as Founder and 6E®&ophysica Science, Inc. and
Director of Strategic External Alliance ManagemanPfizer Global R&D — La Jolla from 2001 to 2063om 1996 to 2001, Mr. Wilson was
Associate Director of Materials at Agouron Pharmicals, Inc., where he identified and negotiatgdrinational supply agreements in excess
of $120 million annually and served as Materialsniiger for the launch of Viracept. From 1991 to 1996 Wilson was an Associate Direc
at Gensia Laboratories, Ltd., where he directedde wange of business operations. Prior experiafszeincludes various management and
operational roles at Hybritech, Ferro Corporatimmg TRW, Inc. Mr. Wilson earned his BS degree igiegering from the University of
California, Berkeley, and his MBA degree at the Arebn Graduate School of Management at the Untyes&iCalifornia, Los Angeles.

Iltem 10.  Executive Compensatior

The information required by this item is ingorated by reference to the information underciiyation “Executive Compensationbntainec
in the Proxy Statement.
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ltem 11.  Security Ownership of Certain Beneficial Owners ahbnagement and Related Stockholder Matte

The information required by this item is ingorated by reference to the information undercidyation “Security Ownership of Certain
Beneficial Owners and Management and Related Stdd&hMatters” contained in the Proxy Statement.
Iltem 12.  Certain Relationships and Related Transactiol

The information required by this item is ingorated by reference to the information undercgggtion “Certain Relationships and Related
Transactions” contained in the Proxy Statement.
ltem 13.  Exhibits.

The following documents are filed as parttaé Annual Report:

(a) Financial Statements:

Page
Report of Independent Registered Accounting F F-1
Consolidated Balance Sheet at December 31, F-2
Consolidated Statements of Operations for the YEaded December 31, 2004 and 2003 and from Inagefi®ecember 3:

2004 F-3
Consolidated Statements of Stockhol’ Equity from Inception to December 31, 2C F-4
Consolidated Statements of Cash Flows for the Yeaded December 31, 2004 and 2003 and from Inaepi®@ecember 3:

2004 F-5
Notes to Consolidated Financial Stateme F-6

(b) Exhibits:
Exhibit Title
2.1 Agreement of Merger between DeliaTroph Pharmacalstitnc. and Registrant, dated January 28, 20(
31 Amended and Restated Articles of Incorporatiol
3.2 Bylaws(2)
101 License Agreement between University of Connectind Registrant, dated November 15, 200
10.2* Agreement for Services between Avid Bioservices, &amd Registrant, dated November 19, 200
10.3* Distribution Agreement between MidAtlantic Diagnost Inc. and Registrant, dated January 30, 20(
10.4* Distribution Agreement between MediCult AS and R&gint, dated February 9, 2004
10.5* Distribution Agreement between Cook Ob/CIncorporated and Registrant, dated April 13, 20D
10.6 2004 Stock Plan and Form of Option Agreement thetet(4)
10.7 Form of Indemnity Agreement for Directors and Exa@iOfficers(4)
10.8* Exclusive Distribution Agreement between Baxter lteare and Registrant, dated August 13, 200
109 Form of Callable Stock Purchase Warran
10.10 Securities Purchase Agreement between Registrdrntharother signatories thereto, dated as of Octbbe200:
(6)
1011 Form of Common Stock Purchase Warran
10.12 Registration Rights Agreement between Registradtthe other signatories thereto, dated as of Octbbe200:
(6)
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Exhibit Title

10.13* Commercial Supply Agreement with Avid Bioservichs;. and Registrant, dated February 16, 200
311 Certification of CEO pursuant to Section 302 of 8srbane-Oxley Act of 2002
31.2 Certification of CFO pursuant to Section 302 of Barbane-Oxley Act of 200z
321 Certification of CEO pursuant to Section 906 of 8srbane-Oxley Act of 200z
322 Certification of CFO pursuant to Section 906 of Barbane-Oxley Act of 200z

(1) Incorporated by reference to the Regist's Information Statement on Schedule 14C filed dorfary 17, 2004
(2) Incorporated by reference to the Regist's Current Report on Forn-K, filed December 14, 200
(3) Incorporated by reference to the Regist's Registration Statement on Form-2 filed with the Commission on April 23, 20C

(4) Incorporated by reference to the Regis’'s amendment number two to the Registration StateareRorm SI-2 filed with the
Commission on July 23, 200

(5) Incorporated by reference to the Regist's Quarterly Report on Form -QSB, filed November 12, 200
(6) Incorporated by reference to the Regist's Current Report on Forn-K, filed October 15, 200¢
(7) Incorporated by reference to the Regist's Current Report on Forn-K, filed February 22, 200!

* Confidential treatment has been requesteddotain portions of this exhibit. These portions ééeen omitted from this agreement and
have been filed separately with the SecuritiesExchange Commissiol

Iltem 14.  Principal Accountant Fees and Service

The information required by this item is ingorated by reference to the information undercdyation “Principal Accountant Fees and
Services” contained in the Proxy Statement.
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SIGNATURES

Pursuant to the requirements of the Secarifichange Act of 1934, the Registrant has dulgedthis report to be signed on its behalf by
the undersigned in the City of San Diego, on Mdrth2005.

Halozyme Therapeutics, In
a Nevada corporatic

By: /s/ Jonathan E. Lir

Jonathan E. Lim, ML
President, Chief Executive Office
Chairman of the Boar

Date: March 11, 2005

POWER OF ATTORNEY

Know all persons by these presents, that pacdon whose signature appears below constitntea@points Jonathan E. Lim and David A.
Ramsay, and each of them, as his true and lawtfulngtys-in-fact and agents, with full power of gitbhtion and resubstitution, for him and in
his name, place, and stead, in any and all capactt sign any and all amendments to this AnneabR, and to file the same, with all exhibits
thereto, and other documents in connection thehewiith the Securities and Exchange Commissiomtigrg unto said attorneys-in-fact and
agents, and each of them, full power and authtoiyo and perform each and every act and thingisgguand necessary to be done in
connection therewith, as fully to all intents anggmoses as he might or could do in person, heratifying and confirming that all said
attorneys-in-fact and agents, or any of them ar threhis substitute or substituted, may lawfully or cause to be done by virtue thereof.

Pursuant to the requirements of the Secarfigt of 1933, as amended, this Annual Report leas Isigned by the following persons in the
capacities and on the dates indicated.

Signature Title Date
/sl Jonathan E. Lim, M.L Chairman of the Board, President and C March 11, 200¢
Jonathan E. Lim, M.C Executive Officer (Principal Executive Officer)
/sl David A. Ramsa Secretary and Chief Financial Officer (Princi March 11, 200t
David A. Ramsar Financial and Accounting Officer)
sl Gregory I. Frost, Ph.L Vice President and Chief Scientific Offic March 11, 200t
Gregory I. Frost, Ph.C Director
/s/ Kenneth J. Kelley Director March 11, 2005

Kenneth J. Kelle

/s/ Robert L. Engler, M.D. Director March 11, 2005
Robert L. Engler, M.D

/s/ John S. Patton, Ph.D. Director March 11, 2005
John S. Patton, Ph.l
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
Halozyme Therapeutics, Inc.

We have audited the accompanying consolidaémhce sheet of Halozyme Therapeutics, Inc. abdidiary (a development stage
company) (the “Company”) as of December 31, 20604, the related consolidated statements of opeatainckholders’ equity and cash flows
for each of the years in the two year period eridedember 31, 2004, and for the period from incepffeebruary 26, 1998) to December 31,
2004. These financial statements are the respdihsilfithe Company’s management. Our responsybititto express an opinion on these
financial statements based on our audits.

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

In our opinion, such consolidated financiatesments present fairly, in all material respettis,financial position of the Company as of
December 31, 2004, and the results of its opersithol its cash flows for each of the years inweeyear period ended December 31, 2004,
and for the period from inception (February 26,89® December 31, 2004, in conformity with accaumiprinciples generally accepted in the
United States of America.

/sl CACCIAMATTA ACCOUNTANCY
CORPORATION

Irvine, California
February 18, 2005
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CURRENT ASSETS

Cash and cash equivalel

Inventory

Prepaid expenses and other current a:
Total current asse

PROPERTY AND EQUIPMENT, ne

OTHER ASSETS
Total Asset:

LIABILITIES AND STOCKHOLDERS ' EQUITY

CURRENT LIABILITIES:
Accounts payabl
Accrued expense
Total current liabilities
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS EQUITY:

Common stock, $0.001 par value; 100,000,000 stargmrized; 49,202,083 shares issued and outstg

Additional paic-in-capital

HALOZYME THERAPEUTICS, INC.
(A DEVELOPMENT STAGE COMPANY)

CONSOLIDATED BALANCE SHEET
As of December 31, 2004

ASSETS

Deficit accumulated during the development st

Total Stockholder Equity
Total Liabilities and Stockholde' Equity

The accompanying notes are an integral part oktfinancial statements.
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16,007,71
51,82
86,08

16,145,62
235,50¢
22,54+

16,403,67

1,487,24.
92,17(

1,579,411

49,20:
27,846,93
(13,071,88)

14,824,25

16,403,67




HALOZYME THERAPEUTICS, INC.
(A DEVELOPMENT STAGE COMPANY)

CONSOLIDATED STATEMENTS OF OPERATIONS
For the Years Ended December 31, 2004 and 2003 and
From Inception to December 31, 2004

Cumulative
from Inception
(February 26, 1998)

2004 2003 to 2004

EXPENSES

Research and developm: $ 651725 $ 1145421 $ 8,927,29:
General and administrati\ 2,570,59! 576,45. 3,771,741
Total Expense 9,087,84 1,721,87. 12,699,03
Other income (expense), r (3,527) (393,15)) (372,84))
LOSS BEFORE INCOME TAXE:! (9,091,371 (2,115,02) (13,071,88)
Income Tax Expens — — —
NET LOSS $ (9,091,37) $ (2,11502) $ (13,071,88)
Net loss per share, basic and dilu $ (0.2¢) $ (0.2€)

Shares used in computing net loss per share, aadidilutec 35,411,12 8,196,36.

The accompanying notes are an integral part oktfinancial statements.
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HALOZYME THERAPEUTICS, INC.
(A DEVELOPMENT STAGE COMPANY)

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
From Inception (February 26, 1998) to December 32004

Deficit
Common Stock Accumulated Total
Paid-In During Shareholders’
Shares Amount Capital Development Equity
(All share information reflects post-split amounts)
Initial capitalization - $ — 3 10,95¢ $ — $ 10,95¢
Contributed capite— net — — 132,81¢ — 132,81¢
Net loss — — — (41,889 (41,889
BALANCE, DECEMBER 31, 199! — — 143,77! (41,889 101,89:
Contributed capite— net — — 78,47: — 78,47:
Net loss — — — (125,210) (125,210)
BALANCE, DECEMBER 31, 200t — — 222,24 (167,099 55,15«
Issuance of common stock for cash, Februar
2001 4,275,001 4,27t — — 4,27¢
Issuance of common stock for cash, May 4, 2 21,37¢ 21 — — 21
Issuance of common stock for cash, May 25, 2 1,187,49 1,18¢ — — 1,18¢
Contributed capite— net — — 796,22! — 796,22!
Net loss — — — (563,62.) (563,62.)
BALANCE, DECEMBER 31, 200: 5,483,87. 5,48¢ 1,018,47. (730,719 293,24,
Issuance of common stock for cash, May 10, 2 2,712,48: 2,71z 124,18t — 126,90(
Contributed capite— net — — 335,06: — 335,06:
Net loss — — — (1,134,76) (1,134,76)
BALANCE, DECEMBER 31, 200:. 8,196,36. 8,19¢ 1,477,72. (1,865,48) (379,56()
Contributed capite— net — — 2,868,39. — 2,868,39.
Net loss — — — (2,115,02) (2,115,02)
BALANCE, DECEMBER 31, 200: 8,196,36. 8,19¢ 4,346,111 (3,980,50) 373,80°
Redemption of common stock, March 10, 2! (4,296,36) (4,29€) (38,007 — (42,309
Issuance of shares for Merger with DeliaTroph —
net 35,521,90 35,52: 7,876,92 — 7,912,44
Exercise of warrant 282,78l 28¢ 128,71t — 128,99¢
Exercise of callable warrants, r 1,571,68: 1,571 2,726,03 — 2,727,60
Issuance of common stock for cash, 7,925,71! 7,92¢ 12,708,94 — 12,716,87
Issuance of common stock options to consult — — 98,20( — 98,20(
Net loss — — — (9,091,371 (9,091,371
BALANCE, DECEMBER 31, 200« 49,202,08 $49,20: $ 27,846,93 $ (13,071,88) $ 14,824,25

The accompanying notes are an integral part oktfinancial statements.
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HALOZYME THERAPEUTICS, INC.
(A DEVELOPMENT STAGE COMPANY)

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2004 and 2003 and

From Inception to December 31, 2004

Cumulative from

Inception
(February 26, 1998)
2004 2003 to 2004
CASH FLOWS FROM OPERATING ACTIVITIES
Net loss $ (9,091,37) $ (2,115,02) $ (13,071,88)
Adjustments to reconcile net loss to net cash usegerating
activities:
Depreciation and amortizatic 123,35( 75,72¢ 332,24(
Issuance of common stock for goods and sen 98,20( 85,38¢ 200,44t
Issuance of common stock for licer — — 2,33(
Issuance of common stock for accrued interest das — 87,51( 99,76«
Beneficial conversion feature on 2003 nc — 306,75¢ 306,75¢
Changes in operating assets and liabilil
Inventory (51,82) — (51,82)
Prepaid expenses and other as (95,86%) (5,263) (108,63))
Accounts payable and accrued expe! 1,299,85! 105,55 1,573,29!
Net cash provided by operating activit (7,717,650 (1,459,351 (10,717,50)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipm (227,95)) (72,460 (544,64¢)
Net cash used in investing activiti (227,95)) (72,460 (544,64¢)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of na — 842,00( 1,272,001
Proceeds from issuance of common si — 100,00( 110,95t¢
Proceeds from exercise of warra— net 2,862,72 — 2,862,72
Contributed capite— net 7,870,141 1,004,48! 10,307,311
Proceeds from issuance of common st— net 12,716,87 — 12,716,87
Net cash provided by financing activiti 23,449,74 1,946,48! 27,269,86
NET INCREASE IN CASH AND CASH EQUIVALENT? 15,504,13 414,67( 16,007,71.
CASH AND CASH EQUIVALENTS, beginning of peric 503,58( 88,91( —
CASH AND CASH EQUIVALENTS, end of perio $ 16,007,71 $  503,58( $ 16,007,71
SUPPLEMENTAL DISCLOSURES OF CASH FLO!
INFORMATION:
Cash paid for income tax $ — $ — $ —
Interest paic $ — $ — $ —
Non cash investing and financing activiti
Conversion of contributed capital to common st $ 7,870,144 $ — $ 10,307,31
Conversion of notes payable to common si $ — $ 1,371,76 $ 1,371,76.
Conversion of Series C preferred stock to commoaok: $ 1,004,48 $ — $ 1,004,48!
Common stock issued for property and equipn $ — $ — $ 3,09¢
Series A preferred stock issued for property andpsgent $ — $ — $ 20,00(
Accrued cost for redemption of unexercised callalderants  $ 6,114 $ — $ 6,11/

The accompanying notes are an integral part oktfinancial statements.
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Halozyme Therapeutics, Inc.
(A Development Stage Company)

Notes to Consolidated Financial Statements

1. Organization and Business

Halozyme is a development stage biopharma@wiompany dedicated to the development and cowialization of recombinant human
enzymes for the infertility, ophthalmology, and olagy markets.

The Company’s operations to date have beeiteld to organizing and staffing the Company, adggj developing and securing its
technology and undertaking product developmenaftimited number of product candidates. As the Camyphas not begun principal
operations of commercializing a product candidgie financial statements have been presented egedopment stage company.

DeliaTroph Pharmaceuticals, Inc. (“DeliaTrfplour predecessor company, was incorporated tnuaey 26, 1998. Effective March 11,
2004, DeliaTroph (which was doing business atithe tis Hyalozyme Therapeutics, Inc.), Global Y&¥dvices, Inc. (“Global”), a publicly
traded Nevada corporation and Hyalozyme Acquisi@anporation (“Merger Sub”), a wholly owned subaigi of Global, completed a
transaction in which Merger Sub merged with and DeliaTroph (the “Merger”), with DeliaTroph suring as a wholly owned subsidiary of
Global.

Although Global acquired DeliaTroph as a testithe Merger, the former shareholders of Del@h received a majority of the voting
interest in the combined enterprise as considerdtioentering into the Merger. Additionally, theekjer resulted in DeliaTroph’s management
and Board of Directors assuming operational coraf@lobal.

The following summary lists the structurettod Merger and matters completed in connectiorethigh:

* On January 28, 2004, pursuant to an investmentdroampleted simultaneously with the signing of dieéinitive Merger agreement,
DeliaTroph raised equity capital of approximateyZmillion.

« The stockholders of Global amended and restatedal's Articles of Incorporation to change Gld's corporate name to Halozyr
Therapeutics, Inc., increased the authorized numbshares of common stock to 100 million, and atited 20 million shares of
preferred stock

* Global, now named Halozyme Therapeutics, Inc.,dds25,521,906 shares of its restricted common s&880,397 options ar
11,742,665 warrants to purchase shares of its canstozk to the shareholders of DeliaTroph in exgleafior 100% of their issued and
outstanding common stock, options and warrantsitolase DeliaTrof’'s common stock

« A total of 4,296,362 shares of Global, now nhametbilane Therapeutics, Inc., outstanding common steete redeemed by Global fri
three stockholders in exchange for $42,303, or@fiprately $0.01 per shar

» Upon completion of the Merger, the -Merger stockholders of Global owned approximatél¢olof the issued and outstanding share
Halozyme Therapeutics, Inc., based on 39,421,98fshoutstanding after the Merg

The full text of the Merger Agreement mayfbend in Exhibit A to Global Yacht's definitive Setule 14C Information Statement, as filed
with the Securities and Exchange Commission onuseigrl7, 2004.

The Merger has been treated as a re-capiti@iizof DeliaTroph and, accordingly, the finangtdtements reflect the historical activity of
DeliaTroph with the capital structure of GlobalidPito the Merger, Global had limited operations.
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Halozyme Therapeutics, Inc.

Notes to Consolidated Financial Statements — (Comiiied)

2. Summary of Significant Accounting Policies
Basis of Presentatiol

The accompanying consolidated financial stetets have been prepared in accordance with agogyrinciples generally accepted in the
U.S. and with the rules and regulations of the 88es and Exchange Commission related to an amegairt on Form 10-KSB.

The preparation of financial statements infoomity with accounting principles generally actegpin the U.S. requires management to
make estimates and assumptions that affect thetegpamounts of assets and liabilities as wellissl@sures of contingent assets and liabili
at the date of the financial statements. Estimaltes affect the reported amounts of revenues apdrees during the reporting period. Actual
results could differ from those estimates. Cergaimounts in the prior year financial statements Heeen reclassified to conform to the current
year presentatiot

Cash and Cash Equivalent

Cash and cash equivalents consist of highlyd investments with maturities of three monthd¢ess from the original purchase date.

Concentration of Credit Risl

Financial instruments that potentially subfe Company to a significant concentration ofldrask consist of cash and cash equivalents.
The Company maintains its cash balances with ojerrmammercial bank. The balances are insured éy-tderal Deposit Insurance
Corporation up to $100,000.

Inventory

Inventories are stated at lower of cost orkaand consist of raw materials and work in pssogsed in the manufacture of the Company’s
Cumulase product. Inventories are valued usingredstrd cost approach that approximates the firdtrgt-out method. The inventory of work
in process represents those units the Company exmesell in the European Union or to be usedaim@ing programs.

Property and Equipmen

Property and equipment are recorded at Eogtipment and furniture are depreciated using titaéght-line method over their estimated
useful lives of three years and leasehold improvemare amortized using the straight-line methcet ¢tive estimated useful life of the asset or
the lease term, whichever is shorter.

Impairment of Lonc-Lived Asset:

The Company accounts for the impairment dsgagition of long-lived assets in accordance \8thtements of Financial Accounting
Standards (“SFAS”) No. 14#ccounting for the Impairment or Disposal of Longdd AssetsIn accordance with SFAS No. 144, long-lived
assets are reviewed for events of changes in cstamoes, which indicate that their carrying valu®ymot be recoverable. At December 31,
2004, the Company believes there has been no impatrof the value of such assets.

Research and Development Co

Costs and expenses that can be clearly fahds research and development are charged emsgms incurred in accordance with FASB
statement No. 2, “Accounting for Research and Deymkent Costs.”
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Halozyme Therapeutics, Inc.

Notes to Consolidated Financial Statements — (Comiiied)

Stock-Based Compensatio

In December 2002, Statement of Financial Aotimg Standards (“SFAS”) No. 148ccounting for Stock-Based Compensation —
Transition and Disclosure — an amendment of FASBeB8tent No. 12@/as issued. SFAS No. 148 provides alternative nustlod transition
for a voluntary change to the fair value based et accounting for stock-based employee compemsfiom the intrinsic value-based
method of accounting prescribed by Accounting Rples Board (“APB”) Opinion No. 25\ccounting for Stock Issued to Employebs
addition, SFAS No. 148 amends the disclosure requents of SFAS No. 123ccounting for Stock-Based Compensatidine Company
adopted the disclosure requirements of SFAS No.ef#égtive December 31, 2002. As allowed by SFAS \&8, the Company has elected to
continue to apply the intrinsic value-based metbbaccounting prescribed in APB No. 25 and, aceaglyi, does not recognize compensation
expense for stock option grants made to employeas exercise price equal to or in excess of thresédue of the stock at the date of grant.
Deferred compensation is recognized and amortipeghcaccelerated basis in accordance with FinaAciedunting Standards Board
Interpretation No. 28Accounting for Stock Appreciation Rights and Otfiariable Stock Option or Award Plansver the vesting period of t
related options.

Had compensation cost for the Company’s aotihg employee stock options been determined b@s#ue fair value at the grant dates for
those options consistent with SFAS No. 123, the @aomg’s net loss and basic and diluted net lossipare, would have been changed to the
following pro forma amounts:

Year Ended
2004 2003
In thousands
Net loss, as reporte $ (9,099 $ (2,119
Deduct: Total stockased employee Compensation expense determined kaidealue based method -
all awards (1,619 (149
Pro forma net los $ (10,710 $ (2,269
Net loss per share, basic and diluted, as rep: $ (0.26) $ (0.26)
Pro forma net loss per share, basic and dil $ 0.30) $ 0.2¢)

SFAS No. 123 pro forma information regardirgg loss is required by SFAS No. 123, and has Hetarmined as if the Company had
accounted for its stockased employee compensation under the fair valdleaderescribed in SFAS No. 123. The fair valu¢hef options wa
estimated at the date of grant using the Black-Bsharicing model with the following assumptions foe year ended December 31, 2004 and
2003: weighted-average risk-free interest rate.@¥83 a dividend yield of 0%; a stock price volailof 100%; and a weighted-average life of
the option of 48 months.

The effects of applying SFAS No. 123 in thie forma disclosure are not indicative of futunecaints. Stock option grants are expensed
over their respective vesting periods.

The Company accounts for options issued tenployees under SFAS No. 123 and Emerging Issasls Force (“EITF”) Issue 96-18,
Accounting for Equity Investments that are Isswe@ther than Employees for Acquiring or in Conjuoictwith Selling Goods or ServiceAs
such, the value of such options is periodically @asured and income or expense is recognized dimémgvesting terms.

Net Loss Per Shar

In accordance with SFAS No. 1Hjrnings Per Shareand SEC Staff Accounting Bulletin (“SAB”) No. 98asic net loss per common
share is computed by dividing net loss for thequbhy the weighted average number of common slantssanding during the period. Under
SFAS No. 128, diluted net income
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Halozyme Therapeutics, Inc.
Notes to Consolidated Financial Statements — (Comiiied)
(loss) per share is computed by dividing the netiine (loss) for the period by the weighted averagaber of common and common

equivalent shares, such as stock options and waymumstanding during the period. Such commonwedgimt shares have not been included in
the Company’s computation of net loss per shatbeis effect would have been anti-dilutive.

Year Ended
2004 2003

Numerator— Net loss $ (9,091,37) $ (2,115,02)
Denominato— Weighted average shares outstanc 35,411,12 8,196,36.
Net loss per shai $ (0.26) $ (0.2€)
Incremental common shares (not included becautdeeofant-dilutive nature

Stock options 8,700,39 21,697,37

Stock warrant: 11,886,34 11,316,03

Potential common equivaler 20,586,74 33,013,40

Comprehensive Incom

Comprehensive income (loss) is defined astalhges in a company’s net assets, except chaeggting from transactions with
shareholders. At December 31, 2004 and 2003, tinep@ny has no reportable differences between netdiod comprehensive loss.

Use of Estimate:

The preparation of consolidated financiatesteents in conformity with accounting principlesgeally accepted in the United States
requires management to make estimates and assusifiiat affect the amounts reported in the Comacynsolidated financial statements
and accompanying notes. On an ongoing basis, thep@oy evaluates its estimates and judgments, varelased on historical and anticipi
results and trends and on various other assumptiahshe Company believes to be reasonable uhdasitcumstances. By their nature,
estimates are subject to an inherent degree oftaitty and, as such, actual results may diffemftbe Company’s estimates.

Recent Accounting Pronouncemen

On December 16, 2004 the FASB issued SFASLR8BR, “Share-Based Payment,” which is an amendioeBFAS No. 123, “Accounting
for Stock-Based Compensation.” This new standandiedtes the ability to account for share-basedpemsation transactions using
Accounting Principles Board, or APB, Opinion No, 2Accounting for Stock Issued to Employeearid generally requires such transactior
accounted for using a fair-value-based method beddsulting cost recognized in our financial steets. This new standard is effective for
awards that are granted, modified or settled it éasnterim and annual periods beginning aftereJuis, 2005, December 15, 2005 for small
business issuers. In addition, this statementapifily to unvested options granted prior to thectiffe date. The Company will adopt this new
standard effective for the first fiscal quarter2806 and it has not yet determined what impactdtaiadard will have on its financial position or
results of operations.

In November 2004, the FASB issued SFAS Nd, Ilventory Costs: an amendment of ARB No. 43aftkr 4,” to clarify the accounting
for abnormal amounts of idle facility expense, dtdi handling costs and wasted material. SFAS Ni.i4 effective for inventory costs
incurred during fiscal years beginning after
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Halozyme Therapeutics, Inc.
Notes to Consolidated Financial Statements — (Comiiied)
June 15, 2005. We do not believe the provisiorSFAS No. 151, when applied, will have a materigbatt on our financial position or results
of operations.”

3. Inventories

Inventories are stated at the lower of cosharket and consist of raw materials of $22,87@&ork in process of $28,951 used in the
manufacture of the Company’s Cumulase product.ftorées are valued using a standard cost appréettapproximates the first-in, first-out
method. The inventory of work in process represtmise units the Company expects to sell in the@jgan Union or to be used in sampling
programs.

4.  Property and Equipment

2004 2003
Research equipme $ 333,40 $ 195,53
Office equipment and furnitui 102,77! 59,68
Leasehold improvemen 131,56° 84,57
567,74! 339,79
Less accumulated depreciation and amortize (332,24() (208,89()
$ 235,50 $ 130,90«
Depreciation and amortization expense tot&lE2B,350 in 2004 and $75,726 in 2003.
5. Accrued Expenses
2004 2003

Other accrued expens 20,06¢ 11,00(
Accrued vacation payab 72,10¢ 39,16:

6. Stockholders Equity

Issuance of Common Stoek In March 1999, the Company issued 2,078,662eshaf common stock for $10,956 in goods and sesvice
January 2000, the Company issued 2,078,662 shiacesnonon stock for $10,956 in cash. In August 2GdB8,Company issued 442,267 shares
of common stock in exchange for a license valuek?e230. Of the common stock 4,157,324 shares sadeto founders of the Company.

In January 2004, the purchasers of the Sérigtock exercised their option and the Companyeid< 5,304,804 shares of common stock
private placement, at $0.4647 per share, generappgoximately $7.1 million in gross proceeds. didition, the Company sold 756,286 shares
of common stock for $1.25 per share, or $0.9 miliio gross proceeds. Net proceeds from this traiessetotaled approximately $7.9 million.
March 2004, the Company issued 3,900,000 sharesmofmon stock as a result of the reverse Mergediober 2004, the Company issued
7,925,715 shares of common stock in a private piece at a price per share of $1.75, generatingoappately $12.7 million in net proceeds.

Issuance of Common Stock Options for Servieetn September 2002, the Company issued 7,897 @mnstock options for consulting
services valued at $500. In January 2003, the Coyngaued 39,488 common stock options for consyiliervices valued at $2,500. In April
2003, the Company issued 39,488 common stock apfamconsulting services valued at $2,500. In Bet®?003, the Company issued 39,488
common stock options for consulting services valae$2,500. In November 2003, the Company issuetl24common stock options for
consulting services valued at $9,638. In DecembéB82the Company
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Halozyme Therapeutics, Inc.

Notes to Consolidated Financial Statements — (Comiiied)

issued 100,000 common stock options to two fornmarB members and 75,000 common stock options tobraesmof its Scientific Advisory
Board. These options were fully exercisable anly fegsted on the date of grant and shall expiteimyears based on the terms of the options.
The fair value of these options, totaling $68,288s recorded as a noncash stock issuance cost iotipany.

In July 2004, the Company issued 10,000 comstock options to members of it Scientific Advis@oard valued at $33,000. In Novem
2004, the Company issued 20,000 common stock apf@mconsulting services valued at $45,000. IndDatger 2004, the Company issued
10,000 common stock options for consulting serviadaed at $20,200. These options were fully esatdie and fully vested on the date of
grant and shall expire in ten years based on tinestef the options. The fair value of these optias recorded as a honcash stock issuance
cost by the Company.

Series A, B and C Convertible Preferred Steekin January 2001, the Company completed an 8 feodkssplit of its outstanding commi
stock and Series A preferred stock. In Novembed 26 Company completed a 2 for 1 stock splitiier Series B preferred stock and
warrants. In October 2003, the Company completkedoa 1.266199 reverse stock split of all its conmstock. All share numbers and per sl
dollar values in the accompanying financial stateim@nd footnotes have been restated for all peipogsented to reflect the stock splits.

From March 1999 to January 2000, the Compahy 3,803,507 shares of Series A convertible prefiestock (“Series A”) for $198,006
($178,006 in cash and $20,000 in goods and sejyisesof issuance costs. From March 2001 to M&@22€he Company sold 2,743,121 sh.
of Series B convertible preferred stock (“Serie$ Bt $1,254,672 in cash, net of issuance costsinguDctober 2003, the Company sold
2,367,114 shares of Series C convertible prefesteck (“Series C”) for $1,004,486, net of issuaogosts. In addition, in connection with the
Series C financing, the Company issued an optigrutohasers of the Series C to buy an addition@05804 shares of the Company’s
common stock for $0.4647 per share or $7,112,2ohnection with the Series C financing, 289,48aittonal shares of Series B stock were
issued to the Series B investors as a result ofddlation provisions.

Upon closing the Series C investment, théeSek and Series B were all converted to commookstohe liquidation preference of the
Series C is $0.4647 per share and is payable farprece to the common stock. Following this disttibn, upon liquidation, any remaining
assets of the Company shall be distributed ratabholders of the common stock. Upon closing thenfany’s January 2004 private
placement, the Series C stock converted to comromk.s

Warrants — In November and December of 2001, the Compaawtgd warrants to purchase 252,721 shares of corstook at an
exercise price of $0.4748 per share to purchageheseries B. From January to May 2002, the Compganted warrants to
purchase 109,248 shares of common stock at anisegnice of $0.4748 per share to purchasers ob#res B. These warrants are exercisable
until February 15, 2005. In June 2002, the Compaanted, to outside parties for services, warramigirchase 67,129 shares of common ¢
at an exercise price of $0.13 per share. Theseantarwvere fully exercisable and fully vested ondhte of grant and shall expire in ten years
based on the terms of the warrants. The fair vafukese warrants, totaling $8,500, was recordealraan-cash stock issuance cost by the
Company.

In connection with the notes issued in 200@ 2003 (see Note 4), the Company granted wartamsrchase 867,419 shares of common
stock at an exercise price of $0.4496 per shares@lwarrants are exercisable until October 20, . 200@ctober 2003, in conjunction with the
issuance of its Series C convertible preferredisttiee Company granted warrants to purchase 2,38 &hares of common stock to purchasers
of the Series C at an exercise price of $0.766&pare. These warrants are exercisable until Octtie2008.
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Notes to Consolidated Financial Statements — (Comiiied)

In connection with the January 2004 privdeeement, the Company issued warrants (the “Callgdrrants”Yo purchase 8,094,829 she
of common stock at an exercise price of $1.75 pares as amended. These warrants are exercisabléamuary 28, 2009 and are callable by
the Company under certain conditions. In conneatiith the October 2004 private placement, the Cangpssued warrants to
purchase 2,609,542 shares of common stock at anisxerice of $2.25 per share. These warrantsx@ecisable until October 12, 2009. In
December the Company called the first tranche @Qhllable Warrants. Holders of the Callable Was&xercised warrants to
purchase 1,571,682 shares of common stock at $kr78hare, or approximately $2.7 million in netqaeds.

7.  Stock Option Plan

The Company’s 2004 Stock Plan (the “Planty 2001 Stock Plan, as amended, provide for thetiggaof non-statutory or incentive stock
options to acquire shares of the Company’s comrnmrkgo employees of the Company. The Plan is ateired by the Board of Directors
and permits the issuance of options for the pueclofsip to 10,000,000 shares, as amended, of thrg&ay's common stock at exercises pri
of not less than the fair market value of the ulyileg shares on the date of grant. Options graateter the Plan generally vest over a fgaar
period and expire up to a maximum of 10 years fthendate of grant.

The following table summarizes stock optiativaty for the periods indicated:

Shares Weighted
Underlying Average Option
Stock Options Price per Share
Outstanding, January 1, 20 — —
Granted 60,57 $ 0.0¢
Cancelec (10,327) $ 0.0¢
Outstanding, December 31, 2C 50,24¢ $ 0.0¢€
Granted 6,603,42 $ 0.3¢
Exercisec (256,41() $ 0.3¢
Cancelec (4,695 $ 0.0¢
Outstanding, December 31, 2C 6,392,56 $ 0.3¢
Granted 2,814,24 $ 2.01
Exercisec (506,41() $ 0.3¢
Outstanding, December 31, 2C 8,700,39 $ 0.91

The following table summarizes informatiom éatstanding and exercisable options as of DeceBibe2004:

Options Outstanding Options Exercisable
Weighted
Average Weighted Weighted
Remaining Average Number Average
Number Contractual Exercise Vested and Exercise
Exercise Price Qutstanding Life in Years Price Exercisable Price
$0.06 164,01! 5 % 0.0¢ 153,19¢ $ 0.0¢
$0.39— $0.43 6,216,38. 81 $ 0.4C 2,194,83. $ 0.4C
$1.25 150,00( 91 $ 1.2t — —
$2.02— $2.25 1,687,001 98 $ 2.04 430,00( $ 2.04
$3.30— $4.10 483,00( 94 $ 3.81 68,33 $ 3.9¢
8,700,39 8Lt % 0.91 2,846,36- $ 0.71
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8. Income Taxes

Income taxes are recorded in accordance SH#HS No. 109Accounting for Income TaxeBhis statement requires the recognition of
deferred tax assets and liabilities to reflectftitare tax consequences of events that have beegnied in the Company’s financial
statements or tax returns. Measurement of the rdeféems is based on enacted tax laws. In theteékeriuture consequences of differences
between financial reporting bases and tax bastsaCompany’s assets and liabilities result infemed tax asset, SFAS No. 109 requires an
evaluation of the probability of being able to realthe future benefits indicated by such assetgmlation allowance related to a deferred tax
asset is recorded when it is more likely than hat some portion or the entire deferred tax asgebhot be realized. The Company had
combined federal and state deferred tax assetgppbrimately $5,500,000 at December 31, 2004 andiof1000 at December 31, 2003,
consisting primarily of net operating loss carryfards. The Company has recorded a full valuatimwalnce for all net deferred tax assets
generated to date. The deferred tax assets andtioadwallowance increased approximately $4,100i0@D04. The federal and state net
operating losses total approximately $12,200,006,keegin to expire in 2018 and 2008, respectively.

9. Commitments and Contingencie:

Operating Leases— On May 20, 2003, the Company signed a two-yeasé for 5,728 square feet of office and lab spaaeuilding
located at 11588 Sorrento Valley Road, San Diegtif@@nia, commencing on June 1, 2003. On Octol8e2B04, the Company signed an 18-
month lease for an additional 5,060 square feeffafe and lab space in the same building, commenoin January 1, 2005. Additionally, the
Company leases certain office equipment under tipgrieases. Rent expense totaled $147,638 and Bl 8r the years ended December
2004 and 2003, respectively.

Future minimum payments, by year and in tigregate, required under the Company’s non-canleetgderating lease obligations consist
of the following:

Year Ending December 31

2005 $ 159,13-
2006 47,36¢
206,49t

Material Agreement— In February 2005, we entered into a CommeraigpB/ Agreement with Avid Bioservices, Inc. (“Avid"Avid will
manufacture under current good manufacturing prestour first recombinant human enzyme on a notusixe basis over the next two years.
This enzyme will be used in Cumula®eand Enhanze ST, our first two product candidates, as well astimeo products currently in
development. Avid will produce up to seven batghesyear of the enzyme under the terms of the Ages¢. The enzyme is used in Enhanze
SC, which may require a pre-approval inspectionl{PIAAvid fails this PAI, it could have a matefiadverse effect on our business. We have
not established and may not be able to establisingements with additional manufacturers for thegeedients or products should the existing
supplies become unavailable or in the event thatole contract manufacturer is unable to adeqguatiform its responsibilities. Difficulties
in our relationship with our manufacturer or delaysnterruptions in such manufacturer’'s supplytefequirements could limit or stop our
ability to provide sufficient quantities of our ghacts, on a timely basis, for clinical trials aifdyur products are approved, could limit or stop
commercial sales, which would have a material abreffect on our business and financial condition.

Legal Contingencies— In the ordinary course of business, we may feg@®us claims brought by third parties, includolgims relating to
the safety or efficacy of our products. Any of thetaims could subject us to costly litigation awtijle we generally believe that we have
adequate insurance to cover many different
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types of liabilities, our insurance carriers maynyleoverage or our policy limits may be inadequatgilly satisfy any damage awards or

settlements. If this were to happen, the paymeangfsuch awards could have a material adversetaffeour operations and financial posit
Additionally, any such claims, whether or not swsfal, could damage our reputation and business.
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EXHIBIT 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

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

1. | have reviewed this annual report on Form 1@K$&Halozyme Therapeutics, Inc.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or anditate a material fact necessary to make
the statements made, in light of the circumstanoeker which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statemamid,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the Registrant as of, and for, théopls presented in this report;

4. The Registrant's other certifying officers arate responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))ferRegistrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoites designed under our supervision, to
ensure that material information relating to thgiReant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidhg report is being prepared,;

b) evaluated the effectiveness of the Registraigtdosure controls and procedures and presentitsineport our conclusion about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psnt based on such evaluation; and

¢) disclosed in this report any change in the Reggi$'s internal control over financial reportifgat occurred during the Registrant's most re
fiscal quarter (the Registrant's fourth fiscal derain the case of an annual report) that has madl{eaffected, or is reasonably likely to
materially affect, the Registrant's internal cohtreer financial reporting; and

5. The Registrant's other certifying officers arfthl’e disclosed, based on our most recent evatuatimternal control over financial reporting,
to the Registrant's auditors and the audit commitfeRegistrant's board of directors (or persomfopaing the equivalent functions):

a) all significant deficiencies and material weases in the design or operation of internal corttvelr financial reporting which are reasone
likely to adversely affect the Registrant's abitityrecord, process, summarize and report finamtiaimation; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the Registrant's internal
control over financial reporting.

Date: March 11, 2005

/sl Jonathan E. Lim

Jonathan E. Lim M
Chi ef Executive Oficer



EXHIBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

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

1. I have reviewed this annual report on Form 1@K$&Halozyme Therapeutics, Inc.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or anditate a material fact necessary to make
the statements made, in light of the circumstanoeker which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statemeamid,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the Registrant as of, and for, théopls presented in this report;

4. The Registrant's other certifying officers arate responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))ferRegistrant and have:

a) designed such disclosure controls and procedoresused such disclosure controls and procedoites designed under our supervision, to
ensure that material information relating to thgiReant, including its consolidated subsidiariessnade known to us by others within those
entities, particularly during the period in whidhg report is being prepared,;

b) evaluated the effectiveness of the Registraigtdosure controls and procedures and presentitsineport our conclusion about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psnt based on such evaluation;

¢) disclosed in this report any change in the Reggi$'s internal control over financial reportifgat occurred during the Registrant's most re
fiscal quarter (the Registrant's fourth fiscal derain the case of an annual report) that has madl{eaffected, or is reasonably likely to
materially affect, the Registrant's internal cohtreer financial reporting; and

5. The Registrant's other certifying officers arfthl’e disclosed, based on our most recent evatuatimternal control over financial reporting,
to the Registrant's auditors and the audit commitfeRegistrant's board of directors (or persomfopaing the equivalent functions):

a) all significant deficiencies and material weases in the design or operation of internal corttvelr financial reporting which are reasone
likely to adversely affect the Registrant's abitityrecord, process, summarize and report finamtiaimation; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the Registrant's internal
control over financial reporting.

Date: March 11, 2005

/s/ David A. Ransay

David A. Ransay

Chief Financial Oficer



EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Halozymeeldpeutics, Inc. (the "Registrant™) on Form 10-KiBthe Year ended December 31,
2004, as filed with the Securities and Exchange @asion on the date hereof (the "Report"), I, JoaatE. Lim, MD, Chief Executive Officer
of the Registrant, certify, pursuant to 18 U.S.850, as adopted pursuant to Section 906 of theaBashOxley Act of 2002, that, to the best of
my knowledge:

(1) The Report fully complies with the requiremeatsSection 13(a) of the Securities Exchange A@284 (15 U.S.C. 78m); and

(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of the
Registrant.

Dated: March 11, 2005 /sl Jonathan E. Lim

Jonathan E. Lim M
Chi ef Executive Officer



EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Halozymeeldpeutics, Inc. (the "Registrant™) on Form 10-KiBthe Year ended December 31,
2004, as filed with the Securities and Exchange @asion on the date hereof (the "Report"), |, DakidRamsay, Chief Financial Officer of
the Registrant, certify, pursuant to 18 U.S.C. 1380adopted pursuant to Section 906 of the Sasdaxiey Act of 2002, that, to the best of |
knowledge:

(1) The Report fully complies with the requiremeotsSection 13(a) of the Securities Exchange A@%84 (15 U.S.C. 78m); and

(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of the
Registrant.

Dated: March 11, 2005 /'s/ David A. Ransay

David A. Ransay

Chi ef Financial Oficer



