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PART | — FINANCIAL INFORMATION
Iltem 1. Financial Statements.

HALOZYME THERAPEUTICS, INC.

(A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED BALANCE SHEET — UNAUDITED
AS OF SEPTEMBER 30, 2004

ASSETS

CURRENT ASSETS

Cash and cash equivalel $ 3,480,30.

Prepaid expenses and other current a 130,39(
Total current asse 3,610,69.

PROPERTY AND EQUIPMENT, ne 159,32.

OTHER ASSETS 15,10¢
Total Asset: $ 3,785,11

I

LIABILITIES AND STOCKHOLDERS ' EQUITY

CURRENT LIABILITIES:

Accounts payabl $ 1,923,48

Accrued expense 67,94¢
Total current liabilities 1,991,43

COMMITMENTS AND CONTINGENCIES —

STOCKHOLDERS EQUITY:

Common stock, $0.001 par value; 100,000,000 stearg®rized; 39,704,686 shares issued and outst 39,70¢

Additional paic-in-capital 12,346,75

Deficit accumulated during the development si (10,592,76)
Total Stockholder Equity 1,793,68!
Total Liabilities and Stockholde' Equity $ 3,785,11

I

The accompanying notes are an integral part oktfinancial statements.
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HALOZYME THERAPEUTICS, INC.

(A DEVELOPMENT STAGE COMPANY)

CONSOLIDATED STATEMENTS OF OPERATIONS — UNAUDITED

FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2004 AND 2003 AND FROM INCEPTION TO SEPTEMBER 30,
2004

Cumulative
from inception
Three Months Ended Nine Months Ended (February 26, 1998)
2004 2003 2004 2003 to 2004
EXPENSES
Research and developmt $ 2,598,331 $ 254,900 $ 4,816,49: $ 764,00 $ 7,226,53
General and administrati\ 664,89¢ 153,327 1,743,41 268,48¢ 2,944,56.
Total Expense 3,263,23. 408,23(  6,559,90! 1,032,491 10,171,09
Other income (expense), r 10,08¢ (30,789 (52,359 (80,989 (421,67))
LOSS BEFORE INCOME TAXE:! (3,253,14) (439,019 (6,612,26)  (1,113,48) (10,592,76)
Income Tax Expens = — = = =
NET LOSS $(3,253,14) $ (439,019 $(6,612,26) $(1,113,48) $(10,592,76)
.| .| .| .| I
Net loss per share, basic and dilu $ (0.0§) $ (0.05) $ 0.2) $ (0.149)
| ] | ]
Shares used in computing net loss per share, Aadic
diluted 39,573,31 8,196,36: 31,512,01 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 CASH FLOWS — UNAUDITED

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2004 AND 2@3 AND FROM INCEPTION TO SEPTEMBER 30, 2004

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic
Issuance of common stock for goods and sen
Issuance of common stock for licer
Issuance of common stock for accrued interest éas
Beneficial conversion feature on 2003 nc
Changes in operating assets and liabilit
Prepaid expenses and other as
Accounts payable and accrued expet

Net cash provided by operating activit
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipm

Net cash used in investing activiti
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of na
Proceeds from exercise of warra
Contributed capite— net

Net cash provided by financing activiti
NET INCREASE IN CASH AND CASH EQUIVALENT
CASH AND CASH EQUIVALENTS, beginning of peric

CASH AND CASH EQUIVALENTS, end of perio

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATIOI
Cash paid for income tax

Interest paic

Non cash investing and financing activiti
Conversion of contributed capital to common st

Conversion of notes payable to common si
Common stock issued for property and equipn

Series A preferred stock issued for property andpqgent

2004

2003

$(6,612,26)  $(1,113,48)
84,00: 55,20t
33,00( 5,00(
(132,73) (18,36¢)
1,717,99; 120,61°
(4,910,00) (950,939
(112,42 (59,16¢)
(112,42() (59,16¢)
— 923,87

128,99¢ —
7,870,141 —
7,999,14! 923,87
2,976,72: (86,23¢)
503,58 88,91
$3,480,300 $ 2,67
| |
$ — $ —
| |
$ — $ —
| |
$7,870,14  $ —
| |
$ — $ —
| |
$ — $ —
| |
$ — $ —
| |

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
(Unaudited)

1. Organization and Business

Halozyme is a development stage biopharmaceutizapany dedicated to the development and commeratadh of recombinant human
enzymes for the infertility, ophthalmology, and olugy markets.

Halozyme was founded on February 26, 1998. The @owip operations to date have been limited to drjfagp and staffing the Company,
acquiring, developing and securing its technology andertaking product development for a limitedhber of product candidates. As the
Company has not begun principal operations of coroigéing a product candidate, the financial stag¢ats have been presented as a
development stage company.

Effective March 11, 2004, pursuant to the Agreenagrat Plan of Merger (the “Merger Agreement”), daladuary 28, 2004, among privately
held DeliaTroph Pharmaceuticals, Inc. dba Hyalozliherapeutics, Inc. (“Halozyme”), Global Yacht Sees, Inc. (“Global”), a publicly
traded Nevada corporation and Hyalozyme Acquisi@onporation (“Merger Sub”), a wholly owned subaigi of Global, the Merger Sub
merged with and into Halozyme, with Halozyme thevatwor for accounting purposes.

Although Global acquired Halozyme as a result efMerger, the shareholders of Halozyme held a ritgjof the voting interest in the
combined enterprise. Additionally, the Merger résdilin Halozyme’s management and Board of Direcsssiming operational control of
Global.

The following summatry lists the structure of therlykr and matters completed in connection therewith:

¢ On January 28, 2004, pursuant to an investmemitcompleted simultaneously with the signing ef Bherger Agreement, Halozyme
raised equity capital of approximately $8.1 milli

« The shareholders of Global amended and restatdub(’ s Articles of Incorporation to change Glc'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 issued 35,521,906 shares of its restrictadnoon stock, 6,380,397 options and 11,742,665 westa purchase shares of
common stock to the shareholders of Halozyme imamge for 100% of their issued and outstanding comstock, options and warral
to purchase Halozyr's common stock

» Atotal of 4,296,362 shares of Global's outstagdiommon stock were redeemed by Global from teheeeholders in exchange for
$42,303, or approximately $0.01 per shi

» Global’s shareholders owned approximately 10%hefissued and outstanding shares of Halozyme’'sraomstock, based on 39,421,906
shares outstanding after the Merg

The full text of the Merger Agreement may be foiméxhibit A to Global Yacht's definitive ScheduldC Information Statement, as filed
with the Securities and Exchange Commission onuseigrl7, 2004.

The Merger has been treated as a re-capitalizafibtalozyme. Accordingly, the financial statemergfiect the historical activity of Halozyme
with the capital structure of Global. Prior to tierger, Global had limited operations. On March 2004, Global changed its name to
Halozyme Therapeutics, Inc.
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Basis of Presentation

The accompanying unaudited consolidated finantééments have been prepared in accordance wittuaticg principles generally accepted
in the U.S. and with the rules and regulationshef$ecurities and Exchange Commission relatedjtaeerly report on Form 10-QSB.
Accordingly, they do not include all of the infortitm and disclosures required by accounting priesigienerally accepted in the U.S. for
complete financial statements. The interim finahsiatements reflect all adjustments which, indgp&ion of management, are necessary for a
fair presentation of the financial condition andui¢s of operations for the periods presented. pixae otherwise disclosed, all such adjustr
are of a normal recurring nature.

Operating results for the three and nine monthg@i@kptember 30, 2004 are not necessarily indecaftithe results that may be expected for
the fiscal year ending December 31, 2004 or forfatyre period. For further information, see theaficial statements and disclosures thereto
for the year ended December 31, 2003 included irAomual Report on Form 10-KSB filed with the Setias and Exchange Commission on
March 30, 2004 and other regulatory reports anagil made with the Securities and Exchange Comanissi

The preparation of financial statements in conféymiith accounting principles generally acceptethi@ U.S. requires management to make
estimates and assumptions that affect the repartexiints of assets and liabilities as well as disclkes of contingent assets and liabilities a
date of the financial statements. Estimates alfgethe reported amounts of revenues and expehsag) the reporting period. Actual results
could differ from those estimates.

Certain amounts in the prior year financial statetsdave been reclassified to conform to the ctiyrear presentation.
Stock-Based Compensation

In December 2002, Statement of Financial Accoun8tandards (“SFAS”) No. 148ccounting for Stock-Based Compensation — Tramsitio
and Disclosure — an amendment of FASB Statemerit28evas issued. SFAS No. 148 provides alternative nustlod transition for a
voluntary change to the fair value based methaatobunting for stock-based employee compensat@n fhe intrinsic value-based method of
accounting prescribed by Accounting Principles BodAPB”) Opinion No. 25Accounting for Stock Issued to Employebsaddition, SFAS
No. 148 amends the disclosure requirements of SFASL23,Accounting for Stock-Based Compensatidine Company adopted the
disclosure requirements of SFAS No. 148 effectiee@nber 31, 2002. As allowed by SFAS No. 123, the@any has elected to continue to
apply the intrinsic value-based method of accogngirescribed in APB No. 25 and, accordingly, dogtsracognize compensation expense for
stock option grants made at an exercise price dqualin excess of the fair value of the stockhatdate of grant. Deferred compensation is
recognized and amortized on an accelerated baaiscordance with Financial Accounting Standardsr@d@terpretation No. 28\ccounting

for Stock Appreciation Rights and Other VariablecRtOption or Award Plan, over the vesting period of the related options.

Had compensation cost for the Company’s outstaneingloyee stock options been determined basedeofaithvalue 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:

Three Months Ended Nine Months Ended
In Thousands 2004 2003 2004 2003
Net loss, as reporte $(3,259) $(43¢) $(6,612) $(1,119)
Deduct: Total stoclkased employee Compensation expense determined
Fair value based method for all awa (599 — (2,395 —
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Three Months Ended Nine Months Ended
In Thousands 2004 2003 2004 2003
Pro forma net los $(3,857) $(403)  $(8,007) $(1,119)
| | | ]
Net loss per share, basic and diluted, as rep: $ (0.0¢) $(0.05) $ (0.2)) $ (0.19
I I I L]
Pro forma net loss per share, basic and dil $ (0.10 $(0.05) $ (0.2%) $ (0.19
| | | ]

SFAS No. 123 pro forma information regarding nesl@s required by SFAS No. 123, and has been digtednas if the Company had
accounted for its stockased employee compensation under the fair valdkeadgrescribed 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 three and nine months ended
September 30, 2004 and 2003: weighted-averagdraskinterest rate of 3.0%; a dividend yield of Q&4stock price volatility of 100%; and a
weighted-average life of the option of 48 months.

The effects of applying SFAS No. 123 in this pronfia disclosure are not indicative of future amougtsck option grants are expensed over
their respective vesting periods.

The Company accounts for options issued to nongrepunder SFAS No. 123 and Emerging Issues Tasle FtEITF”) Issue 96-18,
Accounting for Equity Investments that are Isswe@ther than Employees for Acquiring or in Conjuoictwith Selling Goods or Servic. As
such, the value of such options is periodically@asured and income or expense is recognized dilmémgvesting terms.

2. Property and Equipment

September December
2004 2003

Research equipme $ 233,66 $ 195,53:
Office equipment and furnitui 86,97¢ 59,68
Leasehold improvemen 131,56° 84,57
452,21 339,79:

Less accumulated depreciation and amortize (292,89) (208,89()
$ 159,32: $ 130,90«

I I

3. Net Loss Per Common Share

In accordance with SFAS No. 12Barnings Per Shareand SEC Staff Accounting Bulletin (“SABNo. 98, basic net loss per common sha
computed by dividing net loss for the period by Weighted average number of common shares outsitguaidiring the period. Under SFAS
No. 128, diluted net income (loss) per share ispated by dividing the net income (loss) for theipeby the weighted average numbe
common and common equivalent shares, such as spidns and warrants, outstanding during the peiSacth common equivalent shares
have not been included in the Company’s computatfaret loss per share as their effect would haenkanti-dilutive.

6
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Three Months Ended Nine Months Ended

2004 2003 2004 2003
Numerator— Net loss $(3,253,14) $ (439,01 $(6,612,26) $(1,113,48)
| ] | ]
Denominato— Weighted average shares outstanc 39,573,31 8,196,36. 31,512,01 8,196,36.
.| .| .| .|
Net loss per shai $ (0.0¢) $ (0.09 $ (0.23) $ (0.19
.| .| .| .|
Incremental common shares (not included becauteeofanti-
dilutive nature]
Employee stock optior 7,013,39 — 7,013,39 —
Warrants to outside parti 51,33« — 51,33¢ —
Warrants on note 658,34¢ — 658,34¢ —
Series B warrant 288,25¢ — 288,25¢ —
Series C warrani 10,461,94 — 10,461,94 —
Potential common equivaler 18,473,28 — 18,473,28 —
.| .| .| .|

4. Subsequent Event

On October 12, 2004, the Company entered into itieBrsecurities purchase agreements with certetitutional and accredited investors f
$13.9 million private placement of newly issuedrelseof common stock and the concurrent issuaneeanfints for the purchase of additional
shares of common stock. On October 13, 2004, &msaction closed and the Company received net gdsagf approximately $12.9 million.
Our September 30, 2004 pro forma cash and cashagnts were $16.4 million and pro forma stockhodtequity was $14.7 million as a
result of this private placement.

Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations.

The following discussion, including, without limitan, statements concerning our market opportusjtexpected development goals and
priorities, and expense trends and capital resousgiirements, contains forwelooking statements, which involve risks and uraisties.
Our actual results could differ materially from g@anticipated in these forward-looking statemeasta result of various factors, including
those set forth below under the caption “Risk Fa&fbThe interim financial statements and this Mgeaent’s Discussion and Analysis of
Financial Condition and Results of Operations skldu read in conjunction with the financial statenseand notes thereto for the year en
December 31, 2003 and the related Manage’s Discussion and Analysis of Financial ConditiamdaResults of Operations, included in our
Annual Report on Form -KSB filed with the Securities and Exchange Comiarissn March 30, 2004 and other regulatory repatsd filings
made with the Securities and Exchange Commission.

Overview —Halozyme was founded on February 26, 1998. We deyalopment stage biopharmaceutical company dedida the
development and planned commercialization of reéoartt human enzymes for the infertility, ophthalogl, and oncology communities. Our
products under development are based on intelleptaperty covering the family of human enzymeswnas hyaluronidases. Hyaluronidases
are enzymes (proteins) that break down hyalurotiit, ahich is a naturally occurring substance i ttuman body. Currently, we have no
products and all of our potential products areegith the discovery, pre-clinical, pre-NDA or pré&gk) stage. It may be years, if ever, before
we are able to obtain the necessary regulatoryogpfs necessary to generate meaningful revenuetfiersale of these potential products. In
addition, we have never generated any revenue artime had operating and net losses each yearisoeg@ion. We have accumulated a
deficit of $10,592,769 from inception through Sepber 30, 2004.

Our technology is based on recombinant human PHRA0RH20), a human synthetic version of hyaluroredist

7
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degrades hyaluronic acid, a space-filling, “geKelisubstance that is a major component of tissuesighout the body, such as the skin and
eyes. The PH20 enzyme is a naturally occurring mezthat digests hyaluronic acid to temporarily kréawn the gel, thereby facilitating the
penetration and dispersion of other drugs thatrgeeted in the skin or in the muscle.

Bovine and ovine derived hyaluronidases have beed in multiple therapeutic areas, including imosfertilization and ophthalmology, where
a FDA-approved bovine version was used as a drligedg agent to enhance dispersion of local anesthier cataract surgery for over

50 years. Despite the multiple potential therameagiplications for hyaluronidase, there are problenth existing and potential animal derived
product offerings, including:

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

» Prion diseaseCattle testes are an organ with the highest coratitont of hyaluronidase, but also with the higHesels of a protei
implicated in the development of neurodegeneratigserders associated with prion disease, su¢“Mad Cow Diseas”

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

There have been successes in replacing animal girddrived drugs with human recombinant biologissin the case of insulin, Pulmozyme
and human growth hormone. Our objective is to eteethis recombinant human enzyme replacement gtrdtg applying our products under
development to key markets in multiple therapeateas, beginning with in vitro fertilization andhtbalmology.

As an alternative to the existing animal producivésl drugs, our proprietary technology, as evigehloy our exclusive license with the
University of Connecticut of the patent covering fANA sequence which encodes human hyaluronidasg poth expand existing markets i
create new ones. Gaps in existing hyaluronidaseioffs may create demand for our solution.

Revenues

We have not generated any revenues from produes sace our inception on February 26, 1998. Piiodwenue will depend on our ability to
obtain regulatory approvals for and successfullypeercialize our product candidates.

Costs and Expenses

Research and DevelopmeOur research and development expenses consistrgyimicosts associated with the development and
manufacturing of our product candidates, compeosand other expenses for research and develogaesdnnel, supplies and materials,
costs for consultants and related contract resetachity costs, amortization and depreciation. #arge all research and development
expenses to operations as they are incurred. @aareh and development activities are primarily$eel on the development of our
Cumulase™ and Enhanze SC™ product candidates wahéchoth based on our recombinant human PH20 (r20pPéhzyme, a human
synthetic version of hyaluronidase. We are alsetiming Chemophase™, which is also based on oomkmant PH20 enzyme, and are
currently conducting pre-clinical studies in animatdels.

Since our inception through September 30, 2004inerred research and development costs of $7lbmiFrom January 1, 2002 through
September 30, 2004, approximately 90% of our rebeand development costs were associated withetearch and development of our
recombinant human PH20 enzyme used in our Cumulasgd™nhanze SC™ product candidates. Due to thertamaty in obtaining FDA
approval, our reliance on third parties, and coitigetpressures, we are unable to estimate withcamtainty the additional costs we will incur
in the continued development of our Cumulase™, Bras&5C™, and Chemophase™ product candidates faneatialization. However, we
expect our research and development costs to semaebstantially if we are able to advance ouryrbdandidates into later stages of clinical
development.
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Clinical development timelines, likelihood of susseand total costs vary widely. Although we angently focused primarily on advancing
Cumulase™, Enhanze SC™, and Chemophase™, we atéichpat we will make determinations as to whiceaech and development proje
to pursue and how much funding to direct to eadiet on an on-going basis in response to the sfiteand clinical progress of each product
candidate and other market developments.

Product candidate completion dates and costs vwgnjfisantly for each product candidate and ardiclift to estimate. The lengthy process of
seeking regulatory approvals, and the subsequempliance with applicable regulations, require tkpenditure of substantial resources. Any
failure by us to obtain, or any delay in obtainiregulatory approvals could cause our researctdamdlopment expenditures to increase ar
turn, have a material adverse effect on our restiliperations. While we have recently filed a K)&pplication for our Cumulase™ product
candidate in September, 2004, and we anticipatgyfd NDA for our Enhance SC™ product candidatdhefirst quarter of 2005, and an IND
for our Chemophase™ product candidate in the seqoader of 2005, we cannot be certain when onyfreet cash inflow from these products
or any of our other development projects will cormee2

General and Administrativé&seneral and administrative expenses consist pilynafrcompensation and other expenses relatedrtcaporate
operations and administrative employees, legal d@elsother professional services expenses.

Other Income and Expense, N@ether income and expense, net consists primarilgitefest income earned on our cash and cash denisa
and interest expense associated with our shortitetes payable. Other income and expense, neiradismies the liabilities assumed as a result
of the Merger.

Critical Accounting Policies and Estimates -Our discussion and analysis of our financial caaditind results of operations are based on our
financial statements, which have been prepareddordance with accounting principles generally pteg in the U.S., or GAAP for interim
information. Accordingly, they do not include afltbe information and footnotes required by accognprinciples generally accepted in the
U.S. for complete financial statements. The prejaraf these financial statements requires usdkerestimates and judgments that affect the
reported amounts of assets, liabilities, revenuesexpenses and related disclosure of contingsetsiand liabilities. We review our estimates
on an on-going basis. We base our estimates aoricst experience and on various other assumptiuatswe believe to be reasonable under
the circumstances, the results of which form th&sfor making judgments about the carrying vahfesssets and liabilities. We state these
accounting policies in the notes to the financiatesnents in our Annual Report on FormK8B for the year ended December 31, 2003. A«
results may differ from these estimates under giffeassumptions or conditions.

Results of Operations — Comparison of Three MonthEnded September 30, 2004 and 2003
Revenues -Halozyme has generated no revenues since its inoemt February 26, 1998.

Research and Development Research and development expenses were $2,59800@ fthree months ended September 30, 2004 cechpar
to $255,000 for the three months ended Septemhet08B. Our research and development expensesstethgrimarily of costs associated
with the development and manufacturing of our poddandidates, compensation and other expensesdearch and development personnel,
supplies and materials, costs for consultants aleded contract research, facility costs, amoiittne&nd depreciation. Research and
development expenses increased by $2,343,000 duerfly to completion of Cumulase™ 510(k) requirertss the substantial completion of
Enhanze SC™ chemistry manufacturing and contrdid@iand toxicology work, the hiring of additiona@search and development personnel,
and contract manufacturing costs for developmedtpanduction of our rHUPH20 enzyme for researahjadl and potential commercial use.
We expect research and development costs to centinimcrease in future periods as we increaseasgarch efforts and continue to develop
and manufacture our first two product candidates.

General and Administrative —General and administrative expenses were $665@00é three months ended September 30, 2004 cechpar
to $153,000 for the three months ended Septemhe&t0RB. General and administrative expenses inedelag $512,000 due to the hiring of
additional administrative personnel and the inaeddegal and accounting fees associated with begpepublic reporting entity. We anticip
that
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compliance with provisions of the Sarbari@dey Act of 2002, including Section 404 relatimgatudits of our internal controls, will increase
general and administrative costs in future periods.

Other Income and Expense -Other income was $10,000 for the three months eSé@dember 30, 2004 compared to $31,000 in otheeres
for the three months ended September 30, 2003irthease in other income was due to an increasgdrest income relating to our higher
cash and cash equivalents resulting from the cdioplef an $8.1 million capital investment durirendiary 2004. The interest expense during
the 2003 quarter was due to interest expense @atanaling notes payable.

Net Loss —Net loss for the three months ended September(®2i ®as $3,253,000, or $0.08 per common share, agdpo $439,000, or
$0.05 per common share for the three months endptt@ber 30, 2003. The increase in net loss wasodaie increase in operating expenses,
reflecting our increased research and developnfarteand additional personnel.

Comparison of Nine Months Ended September 30, 20@&hd 2003
Revenues -Halozyme has generated no revenues since its inoem February 26, 1998.

Research and Development Research and development expenses were $4,81&00@fnine months ended September 30, 2004 cochpare
to $764,000 for the nine months ended Septembe2@®IB. Our research and development expenses tahpismarily of costs associated w
the development and manufacturing of our producticiates, compensation and other expenses forrobsaad development personnel,
supplies and materials, costs for consultants aladed contract research, facility costs, amoiittmeand depreciation. Research and
development expenses increased by $4,052,000 dueargly to completion of Cumulase™ 510(k) requirams the substantial completion of
Enhanze SC™ chemistry manufacturing and contraié@and toxicology work, the hiring of additiona&search and development personnel,
and contract manufacturing costs for developmedtpaoduction of our rHUPH20 enzyme for researdhjadl, and potential commercial use.
We expect research and development costs to centiinincrease in future periods as we increaseesgarch efforts and continue to develop
and manufacture our first two product candidates.

General and Administrative —General and administrative expenses were $1,743¢00@Be nine months ended September 30, 2004 cadpa
to $268,000 for the nine months ended Septembe2(®IB. General and administrative expenses incddas&1,475,000 due to the hiring of
additional administrative personnel and the inaddsgal and accounting fees associated with bewpmpublic reporting entity. We anticip
that compliance with provisions of the Sarbanese@»¥ct of 2002, including Section 404 relating talas of our internal controls, will
increase our general and administrative coststurduperiods.

Other Income and Expense -Other expense was $52,000 for the nine months eBdptémber 30, 2004 compared to $81,000 for the nin
months ended September 30, 2003. The increasben expense was due to the assumption of $84,0dbitities as a result of the Merger
offset by an increase in interest income relatingur higher cash and cash equivalents resultomg the completion of an $8.1 million capital
investment during January, 2004. The interest espenring 2003 was due to interest expense onamdiisig notes payable.

Net Loss —Net loss for the nine months ended September 3B R@s $6,612,000, or $0.21 per common share, cadpa $1,113,000, or
$0.14 per common share for the nine months endptt®®&er 30, 2003. The increase in net loss wasalae increase in operating expenses,
reflecting our increased research and developnfarteand additional personnel.

Liquidity and Capital Resources —As of September 30, 2004, cash and cash equivalents$3,480,000 versus $504,000 as of December 31
2003, an increase of $2,976,000. This increasdteelsprimarily from the sale of common stock fopagximately $7,999,000, net of issuance
costs during the nine months ended September 8@, 2&set by our net loss for the nine months eéndleptember 30, 2004.
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Net cash used in operations was $4,910,000 dumimdjrist nine months of 2004 compared to $951,00aeh used in operations during
first nine months of 2003. This increase was dugntincrease in personnel and our increased résaatcdevelopment efforts.

Net cash used in investing activities was $112@@ing the first nine months of 2004 compared t8,860 during the first nine months
2003. This was due to the increased purchase pepsoand equipment and leasehold improvementsg@004.

Net cash provided by financing activities was $8,990 during the first nine months of 2004 vers@245000 during the first nine months
2003. In January, 2004, we sold common stock fpr@apmately $8,057,000, or $7,670,000 net of issearosts. Additionally, we received
approximately $329,000 in proceeds from stock opéind warrant exercises during the first nine mewth2004. During the first nine months
of 2003, we received $924,000 from the issuancetds and the related accrued interest on thoss.not

We expect our cash requirements to increase signifiy in the foreseeable future as we continuadcease our research and development for,
seek regulatory approvals of, and develop and naatwife our current product candidates. As we expandesearch and development efforts
and pursue additional product opportunities, wécgdte significant cash requirements for hiringpefsonnel, capital expenditures and
investment in additional internal systems and stfiacture.

The amount and timing of cash requirements willedtepon regulatory and market acceptance of ourystathndidates, if any, and the
resources we devote to researching, developingufaeturing, commercializing and supporting our proidcandidates.

On October 12, 2004, the Company entered into iiefrsecurities purchase agreements with certatitutional and accredited investors ft
$13.9 million private placement of newly issuedrslsaof common stock and the concurrent issuaneeaofnts for the purchase of additional
shares of common stock. On October 13, 2004, #ms#ction closed and the Company received net gdsagf approximately $12.9 million.
We believe that our current cash and cash equitsleill be sufficient to fund our operations uratlleast the end of 2005. Until we can
generate significant cash from our operations, xpeet to continue to fund our operations with ergsicash resources that were primarily
generated from the proceeds from our recent prifuad@cing. We may finance future cash needs thndahg sale of other equity securities, the
exercise of our callable warrants, strategic coltaion agreements and debt financing. We cannothain that our existing cash and cash
equivalents will be adequate or that additionadficing will be available when needed or that, diable, financing will be obtained on terms
favorable to us or our stockholders. Having insigfit funds may require us to delay, scale baaioinate some or all of our research and
development programs or delay the launch of oudycbcandidates. If we raise additional funds Isyiisg equity securities, substantial
dilution to existing stockholders would likely rdisuf we raise additional funds by incurring ddiniancing, the terms of the debt may involve
significant cash payment obligations as well azeoawnts and specific financial ratios that may ietstiur ability to operate our business.

Off-Balance Sheet Arrangements -As of September 30, 2004, we did not have anyiogiships 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 anynfiivag, liquidity, market or credit risk that
could arise if we had engaged in these relatiosship

Caution on Forward-Looking Statements

Any statements in this report about our expectatibeliefs, plans, objectives, assumptions or éuaments or performance are not historical
facts and are forward-looking statements. You dantify these forward-looking statements by the afseords or phrases such as “believe,”
“may,” “could,” “will,” “estimate,” “continue,” “articipate,” “intend,” “seek,” “plan,” “expect,” “shald,” or “would.” Among the factors that
could cause actual results to differ materiallyrrthose indicated in the forward-looking statememésrisks and uncertainties inherent in our
business including, without limitation, difficulseor delays in development, testing, obtaining
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regulatory approvals, manufacturing and marketimgpvoduct candidates; the progress and timinguotnical trials; potential unexpected
adverse side effects or inadequate therapeuticaeffiof our product candidates that could delagrevent product development or
commercialization, or that could result in prodrestalls or product liability claims; the scope aradidity of patent protection for our products
and our ability to commercialize our product camdéd without infringing the patent rights of othersmpetition from other pharmaceutical or
biotechnology companies; our ability to obtain giddial financing to support our operations; andeottisks detailed in our Annual Report on
Form 10-KSB for the year ended December 31, 20648 fvith the Securities and Exchange CommissioMarch 30, 2004 and our amended
SB-2 Registration Statement filed with the Secesititnd Exchange Commission on July 23, 2004 anditbassions set forth below under the
caption “Risk Factors.”

Although we believe that the expectations refleéteour forwardlooking statements are reasonable, we cannot giegr&uture results, even
levels of activity, performance or achievement. iMeertake no obligation to publicly update or revasiy forwardeoking statements, whett
as a result of new information, future events tieowise, unless required by law.

RISK FACTORS

The following information sets forth factors thautd cause our actual results to differ materiddgm those contained in forward-looking
statements we have made in this quarterly repadttanse we may make from time to time. For a metailéd discussion of the factors that
could cause actual results to differ, see the Rettors section in our Annual Report on Form 10-Ki&&] with the Securities and Exchange
Commission on March 30, 2004 and in our amende@ BRgistration Statement filed with the Securitied Exchange Commission on July
2004.

Risks Related To Our Business

We have not generated any revenue from product saldo date; we have a history of net losses and n¢iga cash flow, and may never
achieve or maintain profitability.

We have not generated any revenue from producs saldate and may never generate revenues fronugiredles in the future. Even if we do
achieve significant revenues from product salesexyeect to incur significant operating losses dliernext several years. We have never been
profitable, and may never become profitable. Thio8gptember 30, 2004, we have incurred aggregatesses of $10,592,769.

We may need to raise funds in the next twelve monshand our current capital structure may make us Iss attractive to investors.

During the next twelve months we may need to radditional capital to complete the steps requicedhtain FDA approval for any of our
products. If we engage in acquisitions of comparpesducts, or technology in order to execute augitess strategy, we may need to raise
additional capital. We may be required to raiseitaatthl capital in the future through collaborati@greements, private financings, and various
other equity or debt financings. Our capital stuwetis fairly complex, due largely to the fact tiast have issued warrants to purchase up to
14,146,703 shares of our common stock. We may ne@@94,829 of these warrants for $0.01 per shagercertain circumstances.
Considering our stage of development and the natuoer capital structure, if we are required tseaadditional capital in the future, the
additional financing may not be available on faldeaerms, or at all. If we are successful in rasadditional capital, a substantial number of
additional shares will be outstanding and wouldtdithe ownership interest of our investors.

If we do not receive and maintain regulatory approwls for our product candidates, we will not be abléo commercialize our products,
which would substantially impair our ability to generate revenues.

None of our product candidates have received regylapproval from the FDA or from any similar ratal regulatory agency or authority
any other country in which we intend to do businégsproval from the FDA is necessary to manufacamd market pharmaceutical product
the United States. Many other countries includirgganEuropean countries and Japan have similainggants.
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During September, 2004, we filed a 510(k) applaafor Cumulase™ and we intend to file a NDA fohanze SC™ in the first quarter of
2005. The processes for obtaining FDA approvakatensive, 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 sucakgsbbtaining such approvals for any
of our potential products.

If we are unsuccessful in our clinical trials, we W not receive regulatory approvals for our produd candidates.

Clinical testing of pharmaceutical products is aldong, expensive and uncertain process. Evaenitiidli results of preglinical studies or clinici
trial results are positive, we may obtain differeggults in later stages of drug development, thioly failure to show desired safety and
efficacy.

The clinical trials of any of our product candidat®uld be unsuccessful, which would prevent us fobtaining regulatory approval and
commercializing the product. FDA approval can blayled, limited or not granted for many reasongluiding, among others:

« FDA officials may not find a product candidate safeeffective to merit an approv:

» 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 proceeséacilities, or the processes or facilities af gontract manufacturers or r:
material suppliers

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

» the FDA may approve a product candidate for iaidms that are narrow or under conditions thatelaur product at a competitive
disadvantage, which may limit our sales and mankegictivities or otherwise adversely impact the eearctial potential of a produc

If the FDA does not approve our product candidatestimely fashion on commercially viable termsag terminate development of any of
product candidates due to difficulties or delayscemtered in the regulatory approval process,lithave a material adverse impact on our
business and we will be dependent on the developafexur other product candidates and/or our ghittsuccessfully acquire other products
and technologies.

In addition, we intend to market certain of ourguots, and perhaps have certain of our productsifaetured, 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 FDA lit do not gain market acceptance, our business wiluffer because we may not be
able to fund future operations.

A number of factors may affect the market acceptarfany of our existing products or any other pieid we develop or acquire in the future,
including, among others:

« the price of our products relative to other thegagdor the same or similar treatmel

« the perception by patients, physicians and atienbers of the health care community of the effectss and safety of our products for
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 produstswe may not be successful in marketing and primgatur existing product candidates
or any other products we develop or acquire irftigre.
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In addition, our ability to market and promote puoduct candidates will be restricted to the lalagigroved by the FDA. If the approved labels
are restrictive, our sales and marketing effodsyall as market acceptance and the commerciahfiatef our products may be negatively
affected.

If our products do not gain market acceptance, \&g not be able to fund future operations, includimydevelopment or acquisition of new
product candidates and/or our sales and marketiogsefor our approved products, which would caase business to suffer.

If we are unable to sufficiently develop our salesnarketing and distribution capabilities or enter into agreements with third parties to
perform these functions, we will not be able to comercialize products.

We are currently in the process of developing aless marketing and distribution capabilities. Haere our current capabilities in these areas
are very limited. In order to commercialize anyguots successfully, we must internally develop tari&gal sales, marketing and distribution
capabilities, or establish collaborations or otlieangements with third parties to perform theseises. We do not have extensive experience
in these areas, and we may not be able to estalsfjuate in-house sales, marketing and distribagtipabilities or engage and effectively
manage relationships with third parties to perfamy or all of such services. To the extent thaeweer into co-promotion or other licensing
arrangements, our product revenues are likely tower than if we directly marketed and sold owdarcts, and any revenues we receive will
depend upon the efforts of third parties, whosereffmay not be successful.

If we have problems with our sole contract manufaatrer, our product development and commercializationefforts for our product
candidates could be delayed or stopped.

We have signed an agreement with Avid Bioservioestporated, a contract manufacturing organizatmproduce bulk recombinant human
enzyme product for clinical use. Our contract mactudrer will produce the active pharmaceutical éaignt under current good manufacturing
practices for commercial scale validation and pithvide support for chemistry, manufacturing andtoms sections for FDA regulatory filing
We have not established and may not be able tblestarrangements with additional manufacturerdtiese ingredients or products should
the existing supplies become unavailable or iretfent that our sole contract manufacturer is unbéslequately perform its responsibilities.
Difficulties in our relationship with our manufacér or delays or interruptions in such manufactarenpply of its requirements could limit or
stop our ability to provide sufficient quantitiesaur products, on a timely basis, for clinicabts and, if our products are approved, could limit
or stop commercial sales, which would have a meltadverse effect on our business and financiaditiom.

Our inability to retain key management and scientiic personnel could negatively affect our business.

Our success depends on the performance of key reareag and scientific employees with biotechnologyegience. Given our small staff si
and programs currently under development, we depehstantially on our ability to hire, train, retaind motivate high quality personnel,
especially our scientists and management teamidriighd. If we were to lose either Jonathan LimDMour chief executive officer, or Gregory
Frost, PhD, our chief scientific officer, then weuwld likely lose some portion of our institutiorkalowledge and technical know-how,
potentially causing a substantial delay in one orarof our development programs until adequateacephent personnel could be hired and
trained. For example, Dr. Frost has been with cam@any from soon after its inception, and he pagsea substantial amount of knowledge
about our development efforts. If we were to loseskervices, we would experience delays in meatimgproduct development schedules. We
have not entered into employment agreements wigtoour employees or officers, including Dr. LimdaDr. Frost. We do not have key man
life insurance policies on the lives of any of emnployees, including Dr. Lim and Dr. Frost.

Future sales of shares of our common stock, includ sales of shares following the registration of sines we issued in our most recent
financing, may negatively affect our stock price.

As a result of our January 2004 private financhagsaction, the private investors received appratéty 19.0 million shares of common stock.
The shares of common stock issued in connectidm tis financing transaction represent approxinyad8 of our outstanding common
stock. In connection with the financing

14




Table of Contents

transaction, we also issued warrants to the privetestors that are exercisable for the purchasgdb an aggregate of 10.5 million shares of
common stock based upon a purchase price rangng$0.77 to $1.75 per share. The exercise of tivaseants could result in significant
dilution to stockholders at the time of exerciseeSe shares and the shares issuable upon exdrtiieewmarrants have been registered for
resale.

In October 2004, we entered into definitive seasipurchase agreements with certain institutiandl accredited investors for a $13.9 million
private placement of newly issued shares of comstock and the concurrent issuance of warranthfoptirchase of additional shares of
common stock. On November 11, 2004 we filed a tegfisn statement covering the 10,535,257 shaseesto the private investors and
issuable upon exercise of the warrants. In theréyutive may issue additional options, warrants beotlerivative securities convertible into
Halozyme common stock.

Sales of substantial amounts of shares of our camstaxk, or even the potential for such sales,cctawer the market price of our common
stock and impair the Company’s ability to raiseit@phrough the sale of equity securities.

Our stock price is subject to significant volatility.

Our stock price is subject to significant volagiliDverall market conditions, in addition to othisks and uncertainties described in this section
and elsewhere in this report, may cause the marie of our common stock to fall. We participateai highly dynamic industry, which often
results in significant volatility in the market pei of common stock irrespective of company perfortea As a result, our high and low stock
prices for the last twelve months are $4.75 an@ZGespectively. Fluctuations in the price of oammon stock may be exacerbated by
conditions in the healthcare and technology ingustgments or conditions in the financial marketsegally.

Recent trading in our stock has been limited, so irestors may not be able to sell as much stock asthwant to at prevailing market
prices.

The merger between Global and Halozyme was condladeMarch 11, 2004. On March 12, 2004, our comstook began trading. During t
last ninety days, our average daily trading voluras been approximately 120,000 shares. If limitadihg in our stock continues, it may be
difficult for investors to sell their shares in theblic market at any given time at prevailing psc

Short selling common stock by selling security holkets may drive down the market price of our stock.

Any selling security holders who holds warrants malf shares of our common stock on the marketrbedgercising the warrant. The stock is
usually offered at or below market since the warhantders receive stock at a discount to marketedhe sale is completed the holders
exercise a like dollar amount of shares. If thelstale lowered the market price, upon exercigehtiiders would receive a greater number of
shares than they would have absent the shortHaie pattern may result in a reduction of our comratock’s market price.

Future acquisitions could disrupt our business andiarm our financial condition.

In order to remain competitive, we may decide tguaie additional businesses, products and techiedogs we have limited experience in
evaluating and completing acquisitions, our abiityan organization to make such acquisitions igauen. Acquisitions could require
significant capital infusions and could involve maisks, including, but not limited to, the follomg:

* we may have to issue convertible debt or equtusties to complete an acquisition, which wouldté our stockholders and could
adversely affect the market price of our commouglst

* an acquisition may negatively impact our resultsérations because it may require us to incuelarg-time charges to earning
amortize or write down amounts related to goodanilll other intangible assets, or incur or assumstantial debt or liabilities, or it may
cause adverse tax consequences, substantial dgfmedr deferred compensation char
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» we may encounter difficulties in assimilating antebrating the business, technologies, productsppeel or operations of compan
that we acquire

 certain acquisitions may disrupt our relationshifhvexisting customers who are competitive with dltguired busines

 acquisitions may require significant capital sifins and the acquired businesses, products andkajies may not generate sufficient
revenue to offset acquisition cos

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

If any of these risks occurred, it could adversdfgct our business, financial condition and opegatesults. We cannot assure you that we will
be able to identify or consummate any future adtjoiss on acceptable terms, or at all. If we dosperany acquisitions, it is possible that we
may not realize the anticipated benefits from satuisitions or that the market will not view swariguisitions positively.

Risks Related To Our Industry

Compliance with the extensive government regulationto which we are subject is expensive and time csuming, and may result in the
delay or cancellation of product sales, introductios or modifications.

Extensive industry regulation has had, and willtoare to have, a significant impact on our busin@édlspharmaceutical companies, including
Halozyme, are subject to extensive, complex, casily evolving regulation by the federal governmeriticipally the FDA and to a lesser
extent by the U.S. Drug Enforcement AdministratftibEA”), and foreign and state government agenclése Federal Food, Drug and
Cosmetic Act, the Controlled Substances Act andradlomestic and foreign statutes and regulationsmoor influence the testing,
manufacturing, packing, labeling, storing, recoeaing, safety, approval, advertising, promoti@he sind distribution of our products. Under
certain of these regulations, Halozyme and itsre@tsuppliers and manufacturers are subject toglierinspection of its or their respective
facilities, procedures and operations and/or théirtg of products by the FDA, the DEA and othelhauties, which conduct periodic
inspections to confirm that Halozyme and its catteuppliers and manufacturers are in compliandle all applicable regulations. The FDA
also conducts pre-approval and post-approval res/evd plant inspections to determine whether ostegys, or our contract suppliers’ and
manufacturers’ processes, are in compliance witteatigood manufacturing products and other FDAIl@ipns. If we, or our contract
supplier, fail these inspections, we may not be édicommercialize our product in a timely manngheut incurring significant additional
costs, or at all.

In addition, the FDA imposes a number of complegutatory requirements on entities that advertise@omote pharmaceuticals, including,
but not limited to, standards and regulations foeal-to-consumer advertising, off-label promotiorgustry-sponsored scientific and
educational activities, and promotional activitiegolving the Internet.

We are dependent on receiving FDA and other govemah approvals prior to manufacturing, marketing ahipping 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 &Il 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 subject toegulation by the FDA and other agencies, and if thy do not meet their
commitments, we would have to find substitute suprs or manufacturers, which could delay the supplof our products to market.

Regulatory requirements applicable to pharmacdyticaucts make the substitution of suppliers arshofiacturers costly and time consumi
We have no internal manufacturing capabilities arej and expect to be in the future, entirely ddpaton contract manufacturers and
suppliers for the manufacture of our products amdHeir active and other ingredients. The disdigaliion of these manufacturers and supp
through their failure to comply with
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regulatory requirements could negatively impactlmusiness because the delays and costs in obtainthqualifying alternate suppliers (if
such alternative suppliers are available, whictceugnot assure) could delay clinical trials or otfise inhibit our ability to bring approved
products to market, which would have a materialkeas affect on our business and financial condition

We may be required to initiate or defend against lgal proceedings related to intellectual property rghts, which may result in
substantial expense, delay and/or cessation of tdevelopment and commercialization of our products.

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

< Our patents and pending patent applications conggtlyzts and/or technology that we invented fi

« we were the first to file patent applications foese inventions

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

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

We currently own or license several U.S. and fargigtents and also have pending patent applicafidrese can be no assurance that our
existing patents, or any patents issued to usrasudt of such applications, will provide a basisdommercially viable products, will provide
with any competitive advantages, or will not falsed-party challenges or be the subject of furim@ceedings limiting their scope or
enforceability.

We may become involved in interference proceedingle U.S. Patent and Trademark Office to deteentlie priority of our inventions. In
addition, costly litigation could be necessary totpct our patent position. We also rely on traddsm¢o protect the names of our products.
These trademarks may be challenged by others. €nf@rce our trademarks against third parties, sidébrcement proceedings may be
expensive. We also rely on trade secrets, unpatgmtgrietary know-how and continuing technologicalovation 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 applidépior enforceability of these agreements, andmight not be able to resolve these disputt
our favor.

In addition to protecting our own intellectual pesfy rights, third parties may assert patent, tmaal& 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 thee&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 concEunther, we may be stopped from developing, meetufing 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

If third-party reimbursement is not available, our products may not be accepted in the market.

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

Third-party payers are increasingly attemptingrutiboth the coverage and the level of reimbursanoé new drug products to contain costs.
Consequently, significant uncertainty exists ath&oreimbursement status of newly approved heakhmeducts. If we succeed in bringing
or more of our product candidates to market, tpiatty payers may not establish adequate levelsimfaursement for our products, which
could limit their market acceptance and result material adverse effect on our financial condition
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We face intense competition and rapid technologicalhange that could result in the development of pructs by others that are superior
to the products we are developing.

We have numerous competitors in the United Statdsahroad, including, among others, major pharmézadand specialized biotechnology
firms, universities and other research institutitheg may be developing competing products. Suahpatitors may include Sigma-Aldrich
Corporation, ISTA Pharmaceuticals, Inc. (ISTA), &itkrgan, Inc., among others. These competitorg develop technologies and products
that are more effective or less costly than ourentror future product candidates or that couldiezrour technologies and product candidates
obsolete or noncompetitive. Many of these competit@ve substantially more resources and prodwetidement, manufacturing and
marketing experience and capabilities than we mladdition, many of our competitors have signifitypgreater experience than we do in
undertaking pre-clinical testing and clinical tsaf pharmaceutical product candidates and ob@iRIDA and other regulatory approvals of
products and therapies for use in healthcare. fticopéar, ISTA is developing ovine derived hyaluidase (Vitrase®) for intraocular use. On
May 5, 2004 the FDA approved ISTA'’s Vitrase® foeuwss a spreading agent, the same indication wetglseek for Enhanze SC™. On
September 3, 2004, the FDA made public that itdratted Vitrase three years of marketing exclugivitn October 26, 2004, the FDA
approved Amphastar Pharmaceutical’'s, Amphadased¥yiae hyaluronidase. On October 28, 2004, IST Acanced that the FDA had
extended the exclusivity from three years to fieang, granting Vitrase® new chemical entity statMbile we do not believe that the Vitrase®
marketing exclusivity will apply to Enhanze SC™the FDA decides that it does apply to Enhanze SIE&buld have a material adverse
impact on our operations.

We are exposed to product liability claims, and ingrance against these claims may not be available ts on reasonable terms or at all.

We might incur substantial liability in connectiwiith clinical trials or the sale of our productsoBuct liability insurance is expensive and in
the future may not be available on commerciallyeptable terms, or at all. We currently carry atédiamount of product liability insurance
successful claim or claims brought against us oeeg of our insurance coverage could materiallgpnt@ur business and financial condition.

Item 3. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures

Our Chief Executive Officer and Chief Financial io#fr have, as of the end of the period covereclsyReport, reviewed our process of
gathering, analyzing and disclosing informatiornt ieaequired to be disclosed in our periodic rép@and information that, while not required

to be disclosed, may bear upon the decision of gemant as to what information is required to beldged) under the Exchange Act of 1934,
including information pertaining to the conditiofy and material developments with respect to, asitess, operations and finances. Based on
this evaluation, our Chief Executive Officer andi€trinancial Officer have concluded that our psxprovides for timely collection and
evaluation of information that may need to be disetl to investors.

Changes in Internal Controls Over Financial Reportng

There have been no significant changes in the Cogipinternal controls over financial reporting tloecurred during the quarter ended
September 30, 2004, that have materially affeciedre reasonably likely to materially affect onternal control over financial reporting.
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PART Il - OTHER INFORMATION
Item 1. Legal Proceedings.

From time to time, Halozyme may be involved ingiétiion relating to claims arising out of its opéyas in the normal course of business.
Halozyme currently is not a party to any legal geatings, the adverse outcome of which, in managesnaginion, individually or in the
aggregate, would have a material adverse effeouomesults of operations or financial position.

Item 2. Changes in Securities.

On July 28, 2004, a shareholder exercised wartamigrchase 31,590 common shares for gross procé&d$,000. On August 11, 2004, a
shareholder exercised warrants to purchase 53@8Mon shares for gross proceeds of $24,000. ArSeptember 8, 2004, a shareholder
exercised warrants to purchase 131,086 commonssfargross proceeds of $60,000. These sharespuechased for investment in a private
placement exempt from the registration requiremehtee Securities Act pursuant to Section 4(2)dbé

Item 3. Defaults Upon Senior Securities.

None.

Item 4. Submission of Matters to a Vote of Securitydolders.
None.

Item 5. Other Information.

None.

Item 6. Exhibits and Reports on Form 8-K.

(a) Exhibits:

Exhibit Title

3.1 Articles of Incorporation (1

3.2 Certificate of Amendment to Articles of Incorporati(1)

3.3 Bylaws (1)

3.4 Certificate of Amendment to Articles of Incorpomati(2)

4.1 Form of Common Stock Certificate (

4.2 Form of Callable Stock Purchase Warrant

10.7 2004 Stock Plan and Form of Option Agreement thedeti(4)

10.8  Form of Indemnity Agreement for Directors and ExemiOfficers (4)

10.9* Exclusive Distribution Agreement between Baxter theare Corp. and Registrant, dated August 13, :
31.1  Certification of CEO pursuant to Section 302 of Barbane-Oxley Act of 200z

31.2  Certification of CFO pursuant to Section 302 of 8srbane-Oxley Act of 2002

32.1  Certification of CEO pursuant to Section 906 of Berbane-Oxley Act of 200z

32.2  Certification of CFO pursuant to Section 906 of 8srbane-Oxley Act of 2002

(1) Incorporated by reference to the Regis's Registration Statement on Form-2 filed with the Commission on September 21, 2(

(2) Incorporated by reference to the Regist’'s Information Statement on Schedule 14C filed whth Commission on February 17, 20



3) Incorporated by reference to the Regist's Registration Statement on Form-2 filed with the Commission on April 23, 20C

19




Table of Contents

Exhibit Title

4) Incorporated by reference to the Registrant’s anmesmd number two to the Registration Statement amF2B-2 filed with the
Commission on July 23, 200

* Confidential treatment has been granted for cegaitions of this exhibit. These portions have besritted from this agreement and
have been filed separately with the SecuritiesExchange Commissiol
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causeddiport to be signed on its behalf by the
undersigned in the City of San Diego, on Novem{&r2D04.

Halozyme Therapeutics, In
a Nevada corporatic

Date: November 12, 20( By: /s/ Jonathan E. Lir

Jonathan E. Lim, ML

Its: President, Chief Executive Office
Chairman of the Boar
(Principal Executive Officer

Date: November 12, 20( By: /s/ David A. Ramsa

David A. Ramsa
Its: Secretary, Chief Financial Offic
(Principal Financial and Accounting Office
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EXHIBIT 10.9
EXCLUSIVE DISTRIBUTION AGREEMENT

THIS EXCLUSIVE DISTRIBUTION AGREEMENT (this "Agreeent”), dated as of August 13, 2004 (the "Effecate") is entered into
between BAXTER HEALTHCARE CORPORATION with its pdipal place of business at One Baxter Parkway, fizser Illinois 60015-
4633 ("Baxter"), and HALOZYME, INC. with its pringal place of business at 11588 Sorrento Valley R8ade 17, San Diego, California
92121 ("Halozyme").

WHEREAS the parties entered into the non-bindirtgeteeffective as of April 27, 2004 (the "Letterpursuant to which the parties
contemplated negotiation of this Agreement, ancfoposes of this Agreement, "Product” shall héneenheaning set forth in Section 1 of the
Letter;

WHEREAS, Halozyme wishes to have Baxter promoteketadistribute and sell the Product and Baxtesheg to promote, market, distribute
and sell the Product for Halozyme in the Territeres defined below;

NOW, THEREFORE, in consideration of the premises the undertakings, terms, conditions and coversaitforth below, the parties her
agree as follows:

1. Appointment and Scope.

1.1 Appointment. As of the Effective Date and subje the terms and conditions and for the terrthefAgreement, Halozyme hereby appo
Baxter as its exclusive distributor of the Prodwaid its Improvements (as hereinafter definedhénTerritories (as defined below). Baxter
hereby accepts such appointment and shall useriteercially reasonable efforts to promote, martistribute and sell the Product after the
Approval Date (as defined below). Baxter may extsmch exclusive distribution rights to any of itffikates or sub-distributors in Baxter's
customary distribution system for its other produgtrovided that such Affiliates or sub-distribwtehall be bound by the terms of this
Agreement. For the avoidance of doubt, during émtof the Agreement Halozyme shall not, and giatllenable, assist or appoint any third
party (other than Baxter) to, sell or import Praglee any product that directly competes with thedeict (as determined by its labeled
indications), in the Territories. Notwithstandirtgetforegoing (but subject to

Section 4.2), Halozyme retains the right jointlytwBaxter, to promote and market (but not to gb#) Product. Notwithstanding the foregoing
(but subject to Section 4.2), Baxter shall haveritet to continue to manufacture or have manufactumarket and distribute any products:
Baxter currently manufactures, markets or distebudr has under development. "Improvements” shedimsuch enhancements to the Product
*** including line extensions of the Product, packng of the Product, labeling of the Product, digweents in the Product itself, and Product
as produced by newly developed manufacturing method

1.2 Territories. "Territories" shall mean the laitTerritory and each Additional Territory (as easldefined below). The "Initial Territory" sh
mean the United States and its territories, possesand Puerto Rico. An "Additional Territory" $hrmean a geographic territory (other than
the Initial Territory) that may be added to thisr&gment from time to time in

*** Confidential material redacted and submitteghamtely to the Securities and Exchange Commission.



accordance with the following. If Halozyme desitles distribution of Product in a territory thatnist yet part of the Territories (other than any
territory that was part of the Territories at oimeet but has been excluded pursuant to

Section 1.3), Halozyme shall provide written noticdaxter of each such territory. In additionte tights set forth in Section 1.6 below,
Baxter shall have the right for a period of six @@nths following the date of such written notioedesignate such territory as an Additional
Territory by notifying Halozyme in writing duringush six (6) months period. Upon Baxter's writteticeoto Halozyme in such six (6) month
period, such territory shall be an Additional Temry under this Agreement. If Baxter does not plevsuch written notice during the applicable
six (6) month period, such territory shall not lmeAadditional Territory and Baxter shall have nohtigyunder this Agreement to promote,
market, distribute or sell Products in such teriés.

1.3 Diligence. Baxter will promote, market, distrib and sell the Products in the Territories usimgmercially reasonable efforts, assumini
necessary regulatory approvals are obtained. Ifadails to use such efforts in a country-dyuntry basis for the countries within the Termt
and subject to the cure period set forth in Sedi@) Halozyme shall have the right upon writtetigeto terminate this Agreement with
respect to such country.

1.4 Independent Purchaser Status. Baxter shah liedapendent purchaser and seller of the Pro8aater shall not act as an agent or legal
representative of Halozyme, nor shall Baxter hawergght or power to act for or bind Halozyme irnyaespect or to pledge its credit. Excep
expressly set forth herein, Baxter shall be freeegell the Product on such terms as it may, iadts discretion, determine, including price,
marketing, advertising, promotion, returns, creditsl discounts. The detailed operations of Baxteletuthe Agreement are subject to the sole
control and management of Baxter. Halozyme shalloaably support Baxter's sales and promotionalit&es, including but not limited to,
referring to Baxter all orders and inquiries froomstomers and providing Baxter with any existing keting materials and documents relatin
the marketing authorizations for the Products.

1.5 Failure to Supply. Each party shall use its warcially reasonable efforts to ensure a steadglgugd Product or to resolve any associated
supply issues with their respective contractors.

1.6 Right of First Refusal for Other Products. Hglme hereby grants Baxter a right of first refusategotiate for an exclusive license within
the Territories on commercially reasonable termdisgtribute, offer to sell and sell any new produgther than Improvements described in the
last sentence of Section 1.1) for use in ***, ithyroducts are developed or produced by Halozymeage labeled for use in ***. Baxter shall
have the right for a period of six (6) months fallng the date of such written notice to designatehsother product as a product to be
distributed pursuant to the terms of this Agreentnnotifying Halozyme in writing during such si&)(month period. Upon Baxter's written
notice to Halozyme in such six (6) month period;hsather product will be deemed a Product underAlgireement. If Baxter does not provide
such written notice during the applicable six (&nth period, such other product will not be addethis Agreement and Baxter shall have no
rights under this Agreement to promote, marketrithiste or sell such other product in the Territory
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2. Financial Considerations. Supply of Product.

2.1 *** Profit Calculation. "*** Profit" shall meanwith respect to a calendar quarter, all actuabiiced sales of Product and bovine
hyaluronidase as set forth in Section 4.2 recebseBaxter, its affiliates or their respective sablisees from the sale of Products in such
calendar quarter less (a) *** for the Product (agunally agreed by the parties), (b)(i) *** reasohadllocable to such sales of the Product; (ii)
returns, recalls, breakage, uncollected debt, tzediallowances, if any, given or made in the rmady course of business consistent with past
practice; (iii) sales, use, value added or otheisextaxes, if any, imposed on the sale by any mowental entity; and (iv) freight and insurance
costs incurred in transporting Product from Bastdistribution center in Memphis, Tennessee or sticar distribution center in the Territory
as may be designated by Baxter to the customergyajties owed by Halozyme to licensors of Haloeyowned or controlled intellectual
property for the sale of such Product by BaxtatoAffiliates (***), and (d) *** owed by Baxter tdicensors of Baxter owned or controlled
intellectual property for the sale of such ProducBaxter or its Affiliates (***). Baxter and Halgme shall exercise commercially reasonable
care to maintain any such licenses which cover @@nd or its sale, offer for sale, distributippomotion, importation, exportation, or use
good standing, and Baxter or Halozyme shall proynpotify the other party if any such license isnarated. Baxter shall pay to Halozyme, or
to Halozyme's licensor as Halozyme shall direa,amounts described in clause (c) above concuwyreditth Halozyme's payment of its share
Gross Profit, and shall pay the amounts describ@tause (d) above directly to the licensors of tBax

2.1.1 ** Profit Product. Baxter shall pay to Halome in USD, with respect to each sale of the Prodéit of *** Profits for such Product.

2.1.2 *** Profit *** hyaluronidase. Baxter shall gao Halozyme in USD, with respect to each sal&bin said Territory a percentage of ***
Profits as follows: (i) For the one (1) year peradter the first (1st) year anniversary of the Apgl Date *** of *** Profit for *** as set forth
above in this section using the same productiots@sfor the Product, (ii) for the one (1) yearqekafter the second (2nd) year anniversail
the Approval Date and each successive year there&ft of *** Profit for *** as set forth above inthis section using the same production
costs as for the product, (iii) *** percentage &f Profit on *** shall be paid for any period Halgme loses its regulatory Approval in said
Territory or for any period beyond three (3) monithsvhich it cannot supply API for Product in sdidrritory.

2.2 Other Market(s): In the event Baxter and Hatoeymutually decide to promote this Product ***, ahd marketing of such further
indications shall require additional clinical stesliafter regulatory approval for sale of the Producsale in the country of the Territory in
which the Product is to be promoted for the furthelications, the Parties will agree to an annualdet for such clinical studies, marketing
materials and sales force time and shall dedudt aatual expenses from the *** Profit before thé $plit.

2.3 Payment Reports. Within sixty (60) days after énd of each calendar quarter during the terthi®fAgreement, and within sixty (60) days
following the expiration or termination of this Aggment, Baxter shall furnish to Halozyme a writtgport showing in reasonably specific
detail, on a Product-by-Product and country-by-¢gubasis, (a) the calculation
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of Gross Profit; (b) the withholding taxes, if amgguired by law to be deducted with respect thh@ades; and (c) the exchange rates, if any,
used in determining the amount of United StatekadnlWithin six (6) months after the end of theaal period, Baxter shall provide to
Halozyme a "true-up" calculation that reconcileg aredits or debits arising during such calendar ¥ accordance with Section 2.1 above)
that have not previously been accounted for, oeviraiccurately accounted for, in the quarterly repfor the annual period. All amounts in
any such written report shall be expressed in dritates dollars. With respect to sales of Prodogtsiced in a currency other than United
States dollars, all such amounts shall be exprdsstxin the currency in which the distributioringoiced and in the United States dollar
equivalent. The United States dollar equivalentl dfeacalculated using the average of the exchaatge(local currency per US$1) published in
The Wall Street Journal, Western Edition, underttbading "Currency Trading" on the last businessala&ach month during the applicable
calendar quarter. Baxter shall keep complete andrate records in sufficient detail to enable thants payable hereunder to be determined.

2.4 Audits. Upon the written request of Halozyme ant more than once in each calendar year, Baktdt permit an independent certified
public accounting firm of nationally recognizedrefang, selected by Halozyme and reasonably acceptatBaxter, at Halozyme's expense, to
have access during normal business hours to suttie oécords of Baxter as may be reasonably negetssaerify the accuracy of the payment
reports hereunder for any year ending not more thiaty-six (36) months prior to the date of suelguest. If such accounting firm concludes
that additional amounts were owed during the addiriod, then the parties agree to meet and digbascalculation of the additional
amounts. If it is determined that Baxter still owles additional amounts, then Baxter shall pay sudtditional amounts within thirty

(30) days of the date Halozyme delivers to Baxtehsaccounting firm's written report so concludimbe fees charged by such accounting
shall be paid by Halozyme; provided, however, & #udit discloses that the amounts payable by B&tesuch period are more than one
hundred five percent (105%) of the amounts actyzdig for such period (after the true-up descriipe8ection 2.3 above), then Baxter shall
pay the reasonable fees and expenses chargedtbactmunting firm.

2.5 Payment Terms. All amounts shown to have addoyeeach payment report provided for under Se@i8rabove shall be payable on the
date such payment report is due. Payment of amdumtkole or in part may be made in advance of shehdate.

2.6 Payment Method. All payments by a party todtier party under this Agreement shall be paid mitédl States dollars and all such
payments shall be originated from a United Stasedlocated in the United States and made by bargtransfer in immediately available
funds to such account as the payee shall desigeétee such payment is due.

2.7 Supply of Product. Halozyme agrees to releadesapply or cause to be supplied to Baxter, aduditional charge, the quantities of Proc
as reasonably ordered by Baxter by the delivergsdspecified in Baxter's purchase orders. Baxt@t ship or arrange for shipment of the
Product specified in any purchase order from theeafimanufacture for the Product to Baxter's iligtion facility in Memphis, Tennessee or
such other distribution center in the Territorynaay be designated by Baxter.

3. Warranty, Representations.



3.1 Halozyme warrants that it possesses good anketaale title to the Product sold to Baxter hedmmand complies with all regulatory
requirements for such Product in the Territory.MW#spect to all Product sold to Baxter hereurlgiatris not manufactured by Baxter or its
Affiliates, Halozyme warrants that (i) such Prodootnplies or will comply with all applicable regtday requirements for such Product in the
Territory, (ii) such Product will be manufacturedaccordance with the applicable specificationgettoe, the regulatory approval in the
Territory and Good Manufacturing Practices as a@aplie to such Product in the Territory and in caare with approved quality control
processes and standards, which processes andrsteimdhmeet the minimum requirements of appliealalws and regulations in the Territory,
(iii) such Product will be free from defects in Wwaranship and material, and (iv) it shall providétisbwn expense all packaging and labeling
for such Product that conform with the regulataguirements in the Territory and are suitable &e & the Territory and such labels are
available in the appropriate languages for theiftey:. For purposes of subparagraph (ii) abovehdsatch such Product supplied by Halozy
will include a "Certificate of Analysis," which wilnclude testing results, and shall be sent tot&alxy mail and fax or e-mail, indicating that
the batch has been manufactured and released amgtodapplicable Good Manufacturing Practices dredapplicable specifications therefor.
Halozyme shall indemnify, defend and hold harmsster, its Affiliates, its sublicensees and dmmitors, and their respective directors,
officers, employees and agents, from and againsaad all liabilities, damages, losses, costs apeeses (including the reasonable fees of
attorneys and other professionals) incurred frogn@aims, actions or proceedings by any third ptotthe extent resulting from a breach of
foregoing warranty.

3.2 EXCEPT AS OTHERWISE EXPRESSLY SET FORTH IN THAGREEMENT, HALOZYME MAKES NO WARRANTIES, EXPRESS
OR IMPLIED, WITH RESPECT TO THE PRODUCT. HALOZYMEIBCLAIMS ALL OTHER WARRANTIES, EXPRESS AND IMPLIEL
INCLUDING WITHOUT LIMITATION THE IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR
PURPOSE.

4. Covenants of Baxter.

4.1 No Bundling. Baxter shall not condition theesat transfer of the Product with the sale or timnsf any other product or the use of any
service unless the price for the Product is seplgrademized on the applicable invoice and is thms price charged by Baxter for the Product
when sold separately. Notwithstanding the foregoiagpurposes of calculating *** Profit under Siect 2.1, the "***" under clause (b)(i) shs
include an evenly apportioned share of the yearrehdte pursuant to a customary *** reasonablycalied to sales of Product under such
program.

4.2 Exclusivity. Within *** following the date th€DA gives marketing approval or clearance for adBod (the "Approval Date"), and for so
long as this Agreement is in effect, Baxter shatl promote, market or sell in the Territory anyduot that constitutes *** or any other product
sold solely for the labeled indications of Prodymtsviously or contemporaneously sold by Baxteoyjted, however, that Baxter may contil
to sell *** in said Territory if a *** is availabl€rom other commercial sources in said Territorg 8axter pays to Halozyme, with respect to
each sale of *** in said Territory a percentagedfProfit according to the terms set forth in siect 2.1.2.
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5. Regulatory Filings.

5.1 Baxter shall comply with all applicable regolgtrequirements in any country in which Baxterrmpates, markets or sells the Products or
any products resulting from, in whole or in pang Products. In order for Halozyme to comply withGFR 310.305, 314.80 and 314.98 as
promulgated by FDA and other regulatory authorjt®asxter must report to Halozyme any serious advevents immediately and any adverse
events and product complaints regarding the Prodoasistent with the Quality Agreement. Halozymestireport to Baxter ACC any serious
adverse events immediately and any adverse evedtsraduct complaints regarding the Product, ihezse in accordance with the Quality
Agreement.

5.2 Halozyme shall be responsible at its own codtexpense for maintaining all marketing authoiores within the Territories for the term of
this Agreement. Halozyme shall duly inform the degory authorities of Baxter being the exclusivstdbutor of the Product in the Territories.

6. Confidentiality.

6.1 Confidentiality. During the term of this Agreent, and for a period of five (5) years followirgetexpiration or earlier termination hereof,
each party shall maintain in confidence all Confititd Information (as defined below) disclosed bg tther party, and shall not use, grant the
use of or disclose to any third party the Config@ribformation of the other party other than apressly permitted by this Agreement. Each
party shall notify the other promptly upon discaovef any unauthorized use or disclosure of theroplaety's Confidential Information. As used
herein, "Confidential Information” shall mean alformation and data that (a) is provided by onéyparthe other party under this Agreement,
and (b) if disclosed in writing or other tangibledium is marked or identified as confidential & time of disclosure to the recipient, or is
acknowledged at the time of disclosure to be cemfiidl, or otherwise should reasonably be deemée wonfidential. Notwithstanding the
foregoing, Confidential Information of a party dhadt include that portion of such information asfta which, and only to the extent, the
recipient can establish by written documentatigris(known to the recipient as evidenced by itéttem records before receipt thereof from the
disclosing party, (i) is disclosed to the recigiénee of confidentiality obligations by a thirdnsen who has the right to make such disclosure,
(iii) is or becomes part of the public domain thghwno fault of the recipient, or

(iv) the recipient can reasonably establish is jreaelently developed by persons on behalf of recipigthout access to or use of the
information disclosed by the disclosing party.

6.2 Permitted Disclosures. Either party may disslosnfidential Information of the disclosing pat&) on a need-tianow basis, to such part
directors, officers and employees to the extenh slisclosure is reasonably necessary in conneutitnsuch party's activities as expressly
authorized by this Agreement, and (b) to thosdiatifis, agents and consultants who need to knoWw isfiarmation to accomplish the purposes
of this Agreement (collectively, "Permitted Recipig"); provided such Permitted Recipients are bdondaintain such Confidential
Information in confidence to the same extent agm#t in Section 6.1.

6.3 Litigation and Governmental Disclosure. Eactypmay disclose Confidential Information hereunttethe extent such disclosure is
reasonably necessary for



prosecuting or defending litigation, complying wéhplicable governmental regulations or conduggiregclinical or clinical trials, provided
that if a party is required by law or regulatiomtake any such disclosure of the other party's i@enfial Information it will, except where
impractical for necessary disclosures, for examptée event of a medical emergency, give reasenadbvance notice to the other party of <
disclosure requirement and will use good faith eéféo assist such other party to secure a preteotider or confidential treatment of such
Confidential Information required to be disclosed.

6.4 Limitation of Disclosure. The parties agreet teacept as otherwise may be required by appkcktls, regulations, rules or orders,
including without limitation the rules and regutats promulgated by the United States SecuritiesExatiange Commission, and except as
be authorized in this Section 6, no informationea@ming this Agreement and the transactions conteagherein shall be made public by
either party without the prior written consent loé tother.

6.5 Publicity and SEC Filings. The parties agrexe the public announcement of the execution of Algiseement shall only be by one or more
press releases mutually agreed to by the parthesfailure of a party to return a draft of a predease with its proposed amendments or
modifications to such press release to the othety pathin ten business (10) days of such partgteipt of such press release shall be deemed
as such party's approval of such press releassraived by such party. Each party agrees thatlt shoperate fully and in a timely manner
with the other with respect to all disclosurestte Securities and Exchange Commission and any gtharnmental or regulatory agencies,
including requests for confidential treatment oh@idential Information of either party includedamy such disclosure.

7. Intellectual Property Rights.

7.1 Patent Rights. Except as expressly set forthinAgreement, including but not limited to riglgnd permissions implied in the appointrr
of Baxter and its Affiliates as exclusive distribr(s) pursuant to Section 1.1 of this Agreementpkiane does not, by this agreement, either
expressly or impliedly, grant any other licenseB#xter under any patents or other intellectuapprty owned or controlled by Halozyme or
under which Halozyme has any rights. Halozyme wasr¢hat it owns, controls or has licenses toraéllectual property rights implied in the
appointment of Baxter and its Affiliates as exchesdistributor(s) pursuant to Section 1.1 of thggdement. Halozyme represents that it is not
otherwise a party to any agreement that would ihbibprevent Halozyme from licensing or otherwismveying any of these intellectual
property rights to Baxter. Halozyme warrants thattise of the trademarks referenced in 7.2 bel@l sé delivered free of any claim of any
third party for any infringement of any trademaights of such third party.

7.2 Trademarks and Trade Names.

(a) Baxter shall not use any of Halozyme's trad&sjanr any mark or name confusingly similar therepart of its corporate or business n
or in any other manner, except that (a) Baxter idantify itself as an authorized distributor of Hzyme, (b) (i) if reasonably feasible, taking
into account the final size of the Product as deitleed by Baxter in good faith, Baxter shall pronmitig mark on the Product vial, in addition
Baxter's own trade



dress, any brand name of the applicable Produchtiféectured for Halozyme Therapeutics, Inc., Sargbje€alifornia” and (ii) Baxter shall
prominently mark on the package insert and Progackaging "Manufactured for Halozyme Therapeutins,, San Diego, California”, and (c)
Baxter shall not register any trade mark or traa®e (including any company name) which is identioar confusingly similar to or
incorporates any trade mark or trade name whiclo2yahe or any associated company owns or claimssrigh

(b) Halozyme hereby grants to Baxter an exclusiyletiin the Territories for the term of this Agreent to use Halozyme's trademark "Enhanze
SC(TM)" solely for use with the distribution of tlReoduct. Any other use of Halozyme's trademarkdl sle subject to written prior approval
from Halozyme. Within thirty (30) days after the prpval Date, Halozyme shall supply Baxter with venit guidelines concerning Halozyme's
preferences and restrictions for trade dress detrearks used in the marketing, promotion or digtidn of the Product. Halozyme shall have
the right to approve any trade dress or trademaskd by Baxter with the marketing, promotion otriisition of the Product, which approval
shall not be unreasonably withheld. Such right afddyme to approve shall be exercised by notifagter in writing of Halozyme's desire to
approve such trade dress or trademarks. After satification, Baxter shall supply Halozyme with tayts and/or specimens of any such trade
dress or trade mark usage at least fifteen (15jpbsas days prior to any anticipated use of suctozyae shall have ten (10) business days to
review any such layouts and/or specimens, and bealeemed to approve use of such if Baxter imatitied in writing of Halozyme's
objection to such use by the end of the ten (18)nmss day period. Halozyme may suspend suchafgpproval, without affecting its right to
reactivate such right of approval, by written netto Baxter.

(c) Any goodwill associated with any trade markiixafl or applied or used in relation to Productisl 5 otherwise distributed by Baxter
pursuant to this Agreement shall accrue to the lsetefit of Halozyme, except to the extent thahsymodwill is associated with any Baxter
owned trademark not specific to the Product. Naghimthis Agreement shall create an obligation @olyme to register or otherwise maint
in force any trademarks. However, if Halozyme desidot to maintain the trademark "Enhanze SC(TBXter shall have the option as
exclusive licensee under the mark to obtain ownprshthe trademark "Enhanze SC(TM)" and mainthim mark. Halozyme shall notify
Baxter of any such decision not to maintain thdeéraark "Enhanze SC(TM)" at least thirty (30) dasismto any action needed to maintain the
mark in the Territory, and effect any documentsessary for transfer of ownership of the mark if ®sexercises the option. Nothing in this
Agreement shall create an obligation on Baxteetpster or otherwise maintain in force any tradém®.adpon termination of this Agreement,
ownership of any trademark registered by Baxteug® only in Product labeling or advertising skalt in Halozyme, and Baxter shall exec
all documents necessary to effect such transfemofership; however, this sentence shall not appthhe¢ trademark "Enhanze SC(TM)" if
Halozyme decides not to maintain the trademark,Bander exercises its option above. Upon expiratibthis Agreement under Section 8.1
(provided that this Agreement is not extended byualuwritten agreement of the parties) or termioratif this Agreement by Baxter under 8.2
(a), Baxter shall have the option to purchase fitatozyme any trademark used only in Product lalgetinadvertising, such option being
exercisable by written notice to Halozyme withiirtsh(30) days of such expiration or terminationtlois Agreement. If Baxter exercised this
option, the Parties shall negotiate in good fdi#hterms of such purchase for at least ninety da93. If, after the ninety (90) day period the
parties have not agreed to terms of such purclBzseer shall have a right of first refusal on such

8



trademarks. Under this right of first refusal, Halme shall offer to Baxter any such trademarks @hatoffered for sale, license, or transfer to
any non-Affiliate third party under terms which dne same as the offer to the third party. Baxtatldhave sixty (60) days to accept or reject
such terms. Despite any use of Baxter's genede tiegess, trademarks or servicemarks denoting Bastthe source of Product in connection
with the packaging, labeling, advertising, or prdimo of Product, Halozyme shall have no licens@regs or implied, to use such general trade
dress, trademarks or service marks after the tetioim of this Agreement.

7.3 Intellectual Property Infringement LitigatidBaxter shall inform Halozyme immediately upon beamraware of: (i) any infringements or
risk of infringements by a third party of Halozys@itellectual property (including but not limitéal brands, trademarks, copyrights, and
patents), and

(i) any allegations of infringements or risk ofrimgements by the Products of a third party'sliattual property or claims of such by a third

party.

(@) In the event of any such infringement under ) shall allow *** of any claim of intellectuabroperty right infringement by or against a
third party in *** shall not compromise, settle megotiate or make any statement on behalf ***, Bashall cooperate with *** with any such
infringement defense or prosecution.

(b) In the event of any allegations of infringementisk or infringement under (ii), the Party fifeaving notice of an infringement claim shall
promptly notify the other Party in writing. The o shall set forth the facts of the infringemelafra in reasonable detail. The party being <

or threatened under (ii) *** shall consult with tbéher party, ***, (2) the other party shall cooptr with such party to the extent allowed by
law; and (3) such party shall *** to the extent péted *** an infringement claim under (ii), inclirly ***

(c) ***. In the event that the use, sale, offer fale or importation of a Product is alleged toinge a Third Party Patent or a Third Party
trademark (collectively, "Third Party IP"), the Bes will cooperate to *** for ***. If the Partiesletermine that *** is appropriate, and *** to
such Third Party IP *** the Parties agree that sfiall be *** for ***, when such Third Party IP ***and that *** shall be *** for *** shall
include a *** when such Third Party IP ***. The Res shall *** such Third Party IP ***,

7.4 Copyrights. Baxter hereby acknowledges thabHahe has claimed, or may claim, copyright protettith respect to certain parts of the
Products and the labels, inserts and other magaggharding the Products. Baxter further acknowdsdpe validity of Halozyme's right to cla
copyright protection with respect to such itemsxtBafurther acknowledges that Halozyme has théusie right (to the exclusion of all
others) to claim the copyright protection with respto all such items. Halozyme herein gives Bagigiress permission to copy and distribute
to its sales representatives Product advertisitggature and other materials prepared by or omlbeli Halozyme for the purpose of fulfilling
Baxter's obligations under the Agreement.

8. Term and Termination.

8.1 Term and Renewal. This Agreement, and the atitigs of the parties hereunder, shall commendb@iffective Date and continue for the
life of the *** patents. Thereafter, the Agreemexnill be automatically extended for additional oreay periods until either
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party notifies the other party in writing not léban twenty-four (24) months prior of that pariygent to terminate the Agreement.
8.2 Termination for Cause.

(a) Except as otherwise provided in Section 9.;weeither party may terminate the Agreement upoafter the breach of any material
provision of the Agreement by the other party & tither party has not cured such breach withiry $6@®) days after notice thereof from the
nonbreaching party.

(b) Except as otherwise provided in Section 9.2&a¢d), below, Halozyme shall have the right toni@ate this Agreement upon sixty (60)
days written notice to Baxter if Baxter receivesiemthat all regulatory and commercial approvalsiarket the Product in a country in the
Territory have been obtained, and either (i) da#gscommence commercial sales within six (6) mowfhsuch approval in such country, or (ii)
discontinues or suspends sales of the Productcim sountry for sixty (60) days; provided, howewbat (A) such occurrence was not a resu
Halozyme's failure to supply API to Baxter or maintregulatory approval, and (B) Baxter has notmesd sales within the sixty (60) day
notice period; provided, further, that if Halozygiees notice to Baxter under this Section 8.2(hgéwn any twelve (12) month period, then
Baxter shall not have the right to cure under @ai® above following such second notice.

(c) Either party may terminate immediately in themt of the insolvency of the other party or itability to pay its debts in the ordinary course
of business or the appointment of a liquidatorehesr or administrator.

(d) In the event of a bona fide allegation or claifinfringement under Section 7.3 (ii), Baxter khave the option to suspend distribution of
Product (subject to the rights of Halozyme undaati®a 8.2(b)), or terminate this Agreement, by teritnotice to Halozyme.

(e) Baxter shall have the right to terminate thigeement by giving 30 days advance written noticddlozyme in the event that FDA apprc
for the Product in the Territory is not obtainedHiglozyme by December 31, ***.

(f) If Baxter determines in good faith that confimgisales in any country in the Additional Terntas not commercially reasonable, then Ba
shall give express written notice to Halozyme tb&rand on the date thirty (30) days after suchteminotice, (i) such country shall be
removed from the Additional Territory, and (i) tharties shall have no further rights or obligasion each other with respect to such country
(other than final accounting, payments and augitts and obligations for sales prior to the dathstountry was removed from the Additional
Territory).

8.3 Effect of Expiration and Termination. Expiratior termination of the Agreement shall not religive parties of any obligation accruing
prior to such expiration or termination. The praowis of Sections 6, 7.2(c) and 9 shall surviveekgiration or termination of the Agreement.
Upon the expiration or termination of the Agreem@&axter shall have the right to sell the remairstark of Products for a period of twelve
(12) months following such expiration or terminatio
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9. Miscellaneous.

9.1 Notices. All notices hereunder shall be debdey facsimile (confirmed by overnight delivergy,by overnight delivery with a reputable

overnight delivery service, to the following addred the respective parties:

If to Hal ozyme:

Wth a copy to:

If to Baxter:

Wth a copy to:

Notices shall be effective on the day of receippakty may change its address listed above by etithe other party given in accordance \

this
Section 9.1.

9.2 Force Majeure. Any delay in the performancarof of the duties or obligations of either partydte (except the payment of money), to the
extent caused by an event outside the affectegl'pagtasonable control, shall not be considerecadh of this Agreement, and unless prov

to the contrary herein, the time required for perfance shall be extended for a period equal t@éned of such delay. Such events shall
include without limitation, acts of God; acts ofigiic enemies; insurrections; riots; injunctions;kErgoes; labor disputes, including strikes,

Hal ozyne, Inc.

11588 Sorrento Valley Road, Suite 17

San Diego, California 92121
Attn: Presi dent

Fax: (858) 259-2539
Phone: (858) 794- 8889

Gray Cary Ware & Freidenrich LLP
4365 Executive Drive, Suite 1100
San Diego, California 92121
Attention: Mark R W cker

Fax: (858) 677-1401
Phone: (858) 677-1489

Baxt er Heal t hcare Corporation
95 Spring Street

New Provi dence, NJ 07974
Attn: General Manager

Fax: (908) 286-7267
Phone: (908) 286-7115

Baxt er Heal t hcare Corporation
One Baxter Parkway

Deerfield, Illinois 60015-4633
Attn: General Counsel

Fax: (847) 948-2450
Phone: (847) 948-2600

11



lockouts, job actions, or boycotts; fires; explosipfloods; shortages of material or energy; delayke delivery of raw materials; acts or orc
of any government or agency thereof or other uisieeable causes beyond the reasonable control #malivihe fault or negligence of the
party so affected. The party so affected shall gireampt written notice to the other party of sueluge and a good faith estimate of the
continuing effect of the force majeure conditiom aluration of the affected party's nonperformaacel shall take whatever reasonable steps
are appropriate to relieve the effect of such caaserapidly as possible. If the period of nonpenénce by Baxter because of force majeure
conditions exceeds ninety (90) calendar days, yal@zmay terminate this Agreement by written notac8axter. If the period of
nonperformance by Halozyme because of force majsumditions exceeds ninety

(90) calendar days, Baxter may terminate this Age# by written notice to Halozyme.

9.3 Assignment. Neither party shall assign thisekgnent or any part hereof or any interest hereanyonon-affiliated third party (or use any
subcontractor) without the written approval of tieer party; provided, however, that either pargyrassign this Agreement without such
consent to an Affiliate or in the case of a mergensolidation, change in control or sale of alsobstantially all of the assets of the party
seeking such assignment or transfer and such ttmsaelates to the business covered by this Agesg and the resulting entity assumes ¢
the obligations under this Agreement. No assignrabaltl be valid unless the permitted assignee&)rass all obligations of its assignor under
this Agreement. No assignment shall relieve anyypafrresponsibility for the performance of its igiations hereunder. Any purported
assignment in violation of this Section 9.3 shalMoid.

9.4 Entire Agreement. The parties hereto acknovddtgt this Agreement, together with the Confidaityi Agreement signed by Halozyme
and Baxter on August 14, 2003 (as amended to datejhe Letter (but only for purposes of the défini of the Product), sets forth the entire
agreement and understanding of the parties andseges all prior written or oral agreements or ustd@dings with respect to the subject
matter hereof. No modification of any of the terofishis Agreement, or any amendments thereto, sleatleemed to be valid unless in writing
and signed by an authorized agent or representattiveth parties hereto. No course of dealing aigesof trade shall be used to modify the
terms and conditions herein.

9.5 Waiver. None of the provisions of this Agreet&mall be considered waived by any party heretessnsuch waiver is agreed to, in writing,
by authorized agents of such party. The failura party to insist upon strict conformance to anghefterms and conditions hereof, or failur
delay to exercise any rights provided herein olalsy shall not be deemed a waiver of any rightsnyf party hereto.

9.6 Obligations to Third Parties. Each party watsand represents that this Agreement does nolictonfth any contractual obligations,
expressed or implied, undertaken with any thirdypar

9.7 Independent Contractor. Baxter and Halozymeaetiag under this Agreement as independent cdotaand neither shall be considerec
agent of, or joint venturer with, the other. Unleiserwise provided herein to the contrary, eactypshall furnish all expertise, labor,
supervision, machining and equipment necessarthéoperformance of its
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obligations hereunder and shall obtain and mairgtibuilding and other permits and licenses regfliipy public authorities.

9.8 Governing Law. In any action brought regardimg validity, construction and enforcement of thigeement, it shall be governed in all
respects by the laws of the State of New Jersdhowi regard to the principles of conflicts of law&e courts of the State of California shall
have jurisdiction over the parties hereto in alttexa arising hereunder and the parties hereteabet venue shall be a state or federal court in
California.

9.9 Severability. If any term or provision of tiigreement shall for any reason be held invaliégill or unenforceable in any respect, such
invalidity, illegality or unenforceability shall n@affect any other term or provision hereof, and tkhgreement shall be interpreted and const
as if such term or provision, to the extent theasahmll have been held to be invalid, illegal oenforceable, had never been contained herein.

9.10 Headings, Interpretation. The headings usédisnAgreement are for convenience only and atead of this Agreement.

9.11 Counterparts. The Agreement may be executidaror more counterparts, each of which shall éended an original, but all of which
together shall constitute one and the same institime

IN WITNESS WHEREOF, the parties hereto have eacisea this Exclusive Distribution Agreement to beaxred by their duly-authorized
representatives as of the Effective Date aboveemrit

HALOZYME, | NC. BAXTER HEALTHCARE
CORPORATI ON
By: /s/ Jonathan Lim By: /s/ Billy J. Simmons

Name: Jonathan Lim Name: Billy J. Simmons,
Title: President and CEO Title: General Manager
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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 quarterly report on FormQ@$B of 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.

Dat e: Novenber 12, 2004

/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 quarterly report on FormQ@$B of 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 #psit 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.

Dat e: Novenber 12, 2004

/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 Quarterly Report of Halozyfrteerapeutics, Inc. (the "Registrant”) on Form 18Bfor the Quarter ended September
30, 2004, as filed with the Securities and Exchadgmmission on the date hereof (the "Report")phalhan E. Lim, MD, Chief Executive
Officer of the Registrant, certify, pursuant toUs.C. 1350, as adopted pursuant to Section 9ffedbarbanes-Oxley Act of 2002, that, to the
best of my 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.

Dat ed: Novenber 12, 2004 /sl Jonathan E. Lim

Jonathan E. Lim M
Chi ef Executive Oficer



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 Quarterly Report of Halozyfrteerapeutics, Inc. (the "Registrant”) on Form 18Bfor the Quarter ended September
30, 2004, as filed with the Securities and Excha@gmmission on the date hereof (the "Report"),dyid A. Ramsay, Chief Financial 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 Ac@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.

Dat ed: Novenber 12, 2004 /sl David A. Ransay

David A. Ransay
Chi ef Financial Oficer



