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Item 1.01. Entry into a Material Definitive Agreement.  

     The Halozyme Therapeutics, Inc. 2006 Stock Plan (the “2006 Plan”) was adopted by the Board of Directors (the “Board”) on March 21, 
2006, and provides for the granting of restricted stock awards, restricted stock units, incentive and nonstatutory stock options, stock 
appreciation rights, performance units and shares, deferred compensation awards and other stock-based awards. An aggregate of 2,000,000 
shares of Company Common Stock are reserved under the 2006 Plan.  

     The Board will determine the purchase price payable under restricted stock purchase awards, which may be less than the then current fair 
market value of our Common Stock. Restricted stock awards may be subject to vesting conditions based on such service or performance 
criteria as the Board specifies, including the attainment of one or more performance goals. Unless otherwise provided by the Board, a 
participant will forfeit any shares of restricted stock as to which the restrictions have not lapsed prior to the participant’s termination of service. 
Options granted under the 2006 Plan will generally have a 10-year term and vest at the rate of 1/4 of the shares on the first anniversary of the 
date of grant and 1/48 of the shares monthly thereafter. Options granted under the 2006 Plan will generally provide for full acceleration of the 
unvested portion of an option if the option is not assumed or substituted by an acquiring entity upon a “Change in Control,” as defined under 
the 2006 Plan.  

     The 2006 Plan has not been approved by the Company’s stockholders, but the Company plans on soliciting stockholder approval for the 
2006 Plan in connection with the annual meeting of stockholders to be held on May 4, 2006. The Board does not plan on making any equity 
awards pursuant to the 2006 Plan until after the annual meeting of stockholders. The 2006 Plan is attached to this Form 8-K as Exhibit 99.1.  

Item 2.02. Results of Operations and Financial Condition.  

     On March 23, 2006, Halozyme Therapeutics, Inc. issued a press release to report its financial results for the three months and twelve months 
ended December 31, 2005. The press release is attached as Exhibit 99.2, which is furnished under Item 2.02 of this report and shall not be 
deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934 (the “Exchange Act”) or otherwise subject to the liabilities 
of that section, nor shall it be deemed incorporated by reference in any filing under the Securities Act of 1933, as amended, or the Exchange 
Act, regardless of any general incorporation language in such filing.  

Item 9.01. Financial Statements and Exhibits.  

      (d) Exhibits.  

   

      
Exhibit No.   Description 

99.1    Halozyme Therapeutics, Inc. 2006 Stock Plan 
       

99.2    Press Release dated March 23, 2006 
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SIGNATURES  

     Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by 
the undersigned hereunto duly authorized.  

   

 

          
  Halozyme Therapeutics, Inc.  

    

March 24, 2006  By:   /s/ David A. Ramsay     
    David A. Ramsay     
    Secretary and Chief Financial Officer     
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2006 Stock Plan  
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Halozyme Therapeutics, Inc.  
2006 Stock Plan  

     1.  ESTABLISHMENT , PURPOSE AND TERM  OF PLAN  .  

          1.1 Establishment . The Halozyme Therapeutics, Inc. 2006 Stock Plan (the “Plan” ) is hereby adopted March 21, 2006 subject to 
approval by the stockholders of the Company (the date of such approval, the “ Effective Date ” ).  

          1.2 Purpose . The purpose of the Plan is to advance the interests of the Participating Company Group and its stockholders by providing 
an incentive to attract and retain the best qualified personnel to perform services for the Participating Company Group, by motivating such 
persons to contribute to the growth and profitability of the Participating Company Group, by aligning their interests with interests of the 
Company’s stockholders, and by rewarding such persons for their services by tying a significant portion of their total compensation package to 
the success of the Company. The Plan seeks to achieve this purpose by providing for Awards in the form of Options, Stock Appreciation 
Rights, Restricted Stock Awards, Performance Shares, Performance Units, Restricted Stock Units, Deferred Compensation Awards and other 
Stock-Based Awards as described below.  

          1.3 Term of Plan . The Plan shall continue in effect until the earlier of its termination by the Board or the date on which all of the shares 
of Stock available for issuance under the Plan have been issued and all restrictions on such shares under the terms of the Plan and the 
agreements evidencing Awards granted under the Plan have lapsed. However, Awards shall not be granted later than ten (10) years from the 
Effective Date. The Company intends that the Plan comply with Section 409A of the Code (including any amendments to or replacements of 
such section), and the Plan shall be so construed.  

     2.  DEFINITIONS  AND CONSTRUCTION  .  

          2.1 Definitions . Whenever used herein, the following terms shall have their respective meanings set forth below:  

               (a)  “Affiliate” means (i) an entity, other than a Parent Corporation, that directly, or indirectly through one or more intermediary 
entities, controls the Company or (ii) an entity, other than a Subsidiary Corporation, that is controlled by the Company directly, or indirectly 
through one or more intermediary entities. For this purpose, the term “control” (including the term “controlled by”) means the possession, 
direct or indirect, of the power to direct or cause the direction of the management and policies of the relevant entity, whether through the 
ownership of voting securities, by contract or otherwise; or shall have such other meaning assigned such term for the purposes of registration 
on Form S-8 under the Securities Act.  
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               (b)  “Award” means any Option, SAR, Restricted Stock Award, Performance Share, Performance Unit, Restricted Stock Unit or 
Deferred Compensation Award or other Stock-Based Award granted under the Plan.  

               (c)  “Award Agreement” means a written agreement between the Company and a Participant setting forth the terms, conditions and 
restrictions of the Award granted to the Participant.  

               (d)  “Board” means the Board of Directors of the Company.  

               (e)  “Change in Control” means, unless such term or an equivalent term is otherwise defined with respect to an Award by the 
Participant’s Award Agreement or written contract of employment or service, the occurrence of any of the following:  

                    (i) an Ownership Change Event or a series of related Ownership Change Events (collectively, a “ Transaction ” ) in which the 
stockholders of the Company immediately before the Transaction do not retain immediately after the Transaction, in substantially the same 
proportions as their ownership of shares of the Company’s voting stock immediately before the Transaction, direct or indirect beneficial 
ownership of more than fifty percent (50%) of the total combined voting power of the outstanding voting securities of the Company or, in the 
case of an Ownership Change Event described in Section 2.1(y)(iii), the entity to which the assets of the Company were transferred (the “ 
Transferee ” ), as the case may be; or  

                    (ii) the liquidation or dissolution of the Company.  

For purposes of the preceding sentence, indirect beneficial ownership shall include, without limitation, an interest resulting from ownership of 
the voting securities of one or more corporations or other business entities which own the Company or the Transferee, as the case may be, 
either directly or through one or more subsidiary corporations or other business entities. The Board shall have the right to determine whether 
multiple sales or exchanges of the voting securities of the Company or multiple Ownership Change Events are related, and its determination 
shall be final, binding and conclusive.  

               (f)  “Code” means the Internal Revenue Code of 1986, as amended, and any applicable regulations promulgated thereunder.  

               (g)  “Committee” means the Compensation Committee or other committee of the Board duly appointed to administer the Plan and 
having such powers as shall be specified by the Board. If no committee of the Board has been appointed to administer the Plan, the Board shall 
exercise all of the powers of the Committee granted herein, and, in any event, the Board may in its discretion exercise any or all of such 
powers. The Committee shall have the exclusive authority to administer the Plan and shall have all of the powers granted herein, including, 
without limitation, the power to amend or terminate the Plan at any time, subject to the terms of the Plan and any applicable limitations 
imposed by law.  

               (h)  “Company” means Halozyme Therapeutics, Inc., a Nevada corporation, or any Successor.  
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               (i)  “Consultant” means a person engaged to provide consulting or advisory services (other than as an Employee or a member of the 
Board) to a Participating Company.  

               (j)  “Deferred Compensation Award” means an award of Stock Units granted to a Participant pursuant to Section 11 of the Plan.  

               (k)  “Director” means a member of the Board or of the board of directors of any Participating Company.  

               (l)  “Disability” means the permanent and total disability of the Participant, within the meaning of Section 22(e)(3) of the Code.  

               (m)  “Dividend Equivalent” means a credit, made at the discretion of the Committee or as otherwise provided by the Plan, to the 
account of a Participant in an amount equal to the cash dividends paid on one share of Stock for each share of Stock represented by an Award 
held by such Participant.  

               (n)  “Employee” means any person treated as an employee (including an Officer or a member of the Board who is also treated as an 
employee) in the records of a Participating Company and, with respect to any Incentive Stock Option granted to such person, who is an 
employee for purposes of Section 422 of the Code; provided, however, that neither service as a member of the Board nor payment of a 
director’s fee shall be sufficient to constitute employment for purposes of the Plan. The Company shall determine in good faith and in the 
exercise of its discretion whether an individual has become or has ceased to be an Employee and the effective date of such individual’s 
employment or termination of employment, as the case may be. For purposes of an individual’s rights, if any, under the Plan as of the time of 
the Company’s determination, all such determinations by the Company shall be final, binding and conclusive, notwithstanding that the 
Company or any court of law or governmental agency subsequently makes a contrary determination.  

               (o)  “Exchange Act” means the Securities Exchange Act of 1934, as amended.  

               (p)  “Fair Market Value” means, as of any date, the value of a share of Stock or other property as determined by the Committee, in 
its discretion, or by the Company, in its discretion, if such determination is expressly allocated to the Company herein, subject to the following: 

                    (i) Except as otherwise determined by the Committee, if, on such date, the Stock is listed on a national or regional securities 
exchange or market system, the Fair Market Value of a share of Stock shall be the closing price of a share of Stock as quoted on such national 
or regional securities exchange or market system constituting the primary market for the Stock on the last trading day prior to the day of 
determination, as reported in The Wall Street Journal or such other source as the Company deems reliable.  

                    (ii) Notwithstanding the foregoing, the Committee may, in its discretion, determine the Fair Market Value on the basis of the 
closing, high, low or average sale  
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price of a share of Stock or the actual sale price of a share of Stock received by a Participant, on such date, the preceding trading day, the next 
succeeding trading day or an average determined over a period of trading days. The Committee may vary its method of determination of the 
Fair Market Value as provided in this Section for different purposes under the Plan.  

                    (iii) If, on such date, the Stock is not listed on a national or regional securities exchange or market system, the Fair Market Value 
of a share of Stock shall be as determined by the Committee in good faith without regard to any restriction other than a restriction which, by its 
terms, will never lapse.  

               (q)  “Incentive Stock Option” means an Option intended to be (as set forth in the Award Agreement) and which qualifies as an 
incentive stock option within the meaning of Section 422(b) of the Code.  

               (r)  “Insider” means an Officer, a Director or any other person whose transactions in Stock are subject to Section 16 of the Exchange 
Act.  

               (s)  “Non-Control Affiliate” means any entity in which any Participating Company has an ownership interest and which the 
Committee shall designate as a Non-Control Affiliate.  

               (t)  “ Nonemployee Director ” means a Director who is not an Employee.  

               (u)  “Nonstatutory Stock Option” means an Option not intended to be (as set forth in the Award Agreement) an incentive stock 
option within the meaning of Section 422(b) of the Code.  

               (v)  “Officer” means any person designated by the Board as an officer of the Company.  

               (w)  “Option” means the right to purchase Stock at a stated price for a specified period of time granted to a Participant pursuant to 
Section 6 of the Plan. An Option may be either an Incentive Stock Option or a Nonstatutory Stock Option.  

               (x)  “Option Expiration Date” means the date of expiration of the Option’s term as set forth in the Award Agreement.  

               (y)  “Ownership Change Event” means the occurrence of any of the following with respect to the Company: (i) the direct or indirect 
sale or exchange in a single or series of related transactions by the stockholders of the Company of more than fifty percent (50%) of the voting 
stock of the Company; (ii) a merger or consolidation in which the Company is a party; or (iii) the sale, exchange, or transfer of all or 
substantially all of the assets of the Company.  

               (z)  “Parent Corporation” means any present or future “parent corporation” of the Company, as defined in Section 424(e) of the 
Code.  
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               (aa)  “Participant” means any eligible person who has been granted one or more Awards.  

               (bb)  “Participating Company” means the Company or any Parent Corporation, Subsidiary Corporation or Affiliate.  

               (cc)  “Participating Company Group” means, at any point in time, all entities collectively which are then Participating Companies.  

               (dd)  “Performance Award” means an Award of Performance Shares or Performance Units.  

               (ee)  “Performance Award Formula” means, for any Performance Award, a formula or table established by the Committee pursuant 
to Section 9.3 of the Plan which provides the basis for computing the value of a Performance Award at one or more threshold levels of 
attainment of the applicable Performance Goal(s) measured as of the end of the applicable Performance Period.  

               (ff)  “Performance Goal” means a performance goal established by the Committee pursuant to Section 9.3 of the Plan.  

               (gg)  “Performance Period” means a period established by the Committee pursuant to Section 9.3 of the Plan at the end of which one 
or more Performance Goals are to be measured.  

               (hh)  “Performance Share” means a bookkeeping entry representing a right granted to a Participant pursuant to Section 9 of the Plan 
to receive a payment equal to the value of a Performance Share, as determined by the Committee, based on performance.  

               (ii)  “Performance Unit” means a bookkeeping entry representing a right granted to a Participant pursuant to Section 9 of the Plan to 
receive a payment equal to the value of a Performance Unit, as determined by the Committee, based upon performance.  

               (jj)  “Restricted Stock Award” means an Award of Restricted Stock.  

               (kk)  “Restricted Stock Unit” or “Stock Unit” means a bookkeeping entry representing a right granted to a Participant pursuant to 
Section 10 or Section 11 of the Plan, respectively, to receive a share of Stock on a date determined in accordance with the provisions of 
Section 10 or Section 11, as applicable, and the Participant’s Award Agreement.  

               (ll)  “Restriction Period” means the period established in accordance with Section 8.4 of the Plan during which shares subject to a 
Restricted Stock Award are subject to Vesting Conditions.  

               (mm)  “Rule 16b-3” means Rule 16b-3 under the Exchange Act, as amended from time to time, or any successor rule or regulation.  
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               (nn)  “SAR” or “Stock Appreciation Right” means a bookkeeping entry representing, for each share of Stock subject to such SAR, a 
right granted to a Participant pursuant to Section 7 of the Plan to receive payment in any combination of shares of Stock or cash of an amount 
equal to the excess, if any, of the Fair Market Value of a share of Stock on the date of exercise of the SAR over the exercise price.  

               (oo)  “Section  162(m) ” means Section 162(m) of the Code.  

               (pp)  “Securities Act” means the Securities Act of 1933, as amended.  

               (qq)  “Service” means a Participant’s employment or service with the Participating Company Group, whether in the capacity of an 
Employee, a Director or a Consultant. Unless otherwise provided by the Committee, a Participant’s Service shall not be deemed to have 
terminated merely because of a change in the capacity in which the Participant renders such Service or a change in the Participating Company 
for which the Participant renders such Service, provided that there is no interruption or termination of the Participant’s Service. Furthermore, a 
Participant’s Service shall not be deemed to have terminated if the Participant takes any military leave, sick leave, or other bona fide leave of 
absence approved by the Company. However, if any such leave taken by a Participant exceeds ninety (90) days, then on the ninety-first (91st) 
day following the commencement of such leave the Participant’s Service shall be deemed to have terminated, unless the Participant’s right to 
return to Service is guaranteed by statute or contract. Notwithstanding the foregoing, unless otherwise designated by the Company or required 
by law, a leave of absence shall not be treated as Service for purposes of determining vesting under the Participant’s Award Agreement. A 
Participant’s Service shall be deemed to have terminated either upon an actual termination of Service or upon the entity for which the 
Participant performs Service ceasing to be a Participating Company. Subject to the foregoing, the Company, in its discretion, shall determine 
whether the Participant’s Service has terminated and the effective date of such termination.  

               (rr)  “Stock” means the common stock of the Company, as adjusted from time to time in accordance with Section 4.2 of the Plan.  

               (ss)  “Stock-Based Awards” means any award that is valued in whole or in part by reference to, or is otherwise based on, the Stock, 
including dividends on the Stock, but not limited to those Awards described in Sections 6 through 11 of the Plan.  

               (tt)  “Subsidiary Corporation” means any present or future “subsidiary corporation” of the Company, as defined in Section 424(f) of 
the Code.  

               (uu)  “Successor” means a corporation into or with which the Company is merged or consolidated or which acquires all or 
substantially all of the assets of the Company and which is designated by the Board as a Successor for purposes of the Plan.  

               (vv) “Ten Percent Owner” means a Participant who, at the time an Option is granted to the Participant, owns stock possessing more 
than ten percent (10%) of the total combined voting power of all classes of stock of a Participating Company (other than an Affiliate) within the 
meaning of Section 422(b)(6) of the Code.  
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               (ww)  “Vesting Conditions” means those conditions established in accordance with Section 8.4 or Section 10.2 of the Plan prior to 
the satisfaction of which shares subject to a Restricted Stock Award or Restricted Stock Unit Award, respectively, remain subject to forfeiture 
or a repurchase option in favor of the Company upon the Participant’s termination of Service.  

          2.2 Construction . Captions and titles contained herein are for convenience only and shall not affect the meaning or interpretation of any 
provision of the Plan. Except when otherwise indicated by the context, the singular shall include the plural and the plural shall include the 
singular. Use of the term “or” is not intended to be exclusive, unless the context clearly requires otherwise.  

     3.  ADMINISTRATION  .  

          3.1 Administration by the Committee . The Plan shall be administered by the Committee. All questions of interpretation of the Plan or 
of any Award shall be determined by the Committee, and such determinations shall be final and binding upon all persons having an interest in 
the Plan or such Award.  

          3.2 Authority of Officers . Any Officer shall have the authority to act on behalf of the Company with respect to any matter, right, 
obligation, determination or election which is the responsibility of or which is allocated to the Company herein, provided the Officer has 
apparent authority with respect to such matter, right, obligation, determination or election.  

          3.3 Administration with Respect to Insiders . With respect to participation by Insiders in the Plan, at any time that any class of equity 
security of the Company is registered pursuant to Section 12 of the Exchange Act, the Plan shall be administered in compliance with the 
requirements, if any, of Rule 16b-3.  

          3.4 Committee Complying with Section 162(m) . While the Company is a “publicly held corporation” within the meaning of 
Section 162(m), the Board may establish a Committee of “outside directors” within the meaning of Section 162(m) to approve the grant of any 
Award which might reasonably be anticipated to result in the payment of employee remuneration that would otherwise exceed the limit on 
employee remuneration deductible for income tax purposes pursuant to Section 162(m).  

          3.5 Powers of the Committee . In addition to any other powers set forth in the Plan and subject to the provisions of the Plan, the 
Committee shall have the full and final power and authority, in its discretion:  

               (a) to determine the persons to whom, and the time or times at which, Awards shall be granted and the number of shares of Stock or 
units to be subject to each Award;  

               (b) to determine the type of Award granted and to designate Options as Incentive Stock Options or Nonstatutory Stock Options;  

               (c) to determine the Fair Market Value of shares of Stock or other property;  
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               (d) to determine the terms, conditions and restrictions applicable to each Award (which need not be identical) and any shares acquired 
pursuant thereto, including, without limitation, (i) the exercise or purchase price of shares purchased pursuant to any Award, (ii) the method of 
payment for shares purchased pursuant to any Award, (iii) the method for satisfaction of any tax withholding obligation arising in connection 
with Award, including by the withholding or delivery of shares of Stock, (iv) the timing, terms and conditions of the exercisability or vesting of 
any Award or any shares acquired pursuant thereto, (v) the Performance Award Formula and Performance Goals applicable to any Award and 
the extent to which such Performance Goals have been attained, (vi) the time of the expiration of any Award, (vii) the effect of the Participant’s 
termination of Service on any of the foregoing, and (viii) all other terms, conditions and restrictions applicable to any Award or shares acquired 
pursuant thereto not inconsistent with the terms of the Plan;  

               (e) to determine whether an Award will be settled in shares of Stock, cash, or in any combination thereof;  

               (f) to approve one or more forms of Award Agreement;  

               (g) to amend, modify, extend, cancel or renew any Award or to waive any restrictions or conditions applicable to any Award or any 
shares acquired pursuant thereto;  

               (h) to accelerate, continue, extend or defer the exercisability or vesting of any Award or any shares acquired pursuant thereto, 
including with respect to the period following a Participant’s termination of Service;  

               (i) without the consent of the affected Participant and notwithstanding the provisions of any Award Agreement to the contrary, to 
unilaterally substitute at any time a Stock Appreciation Right providing for settlement solely in shares of Stock in place of any outstanding 
Option, provided that such Stock Appreciation Right covers the same number of shares of Stock and provides for the same exercise price 
(subject in each case to adjustment in accordance with Section 4.2) as the replaced Option and otherwise provides substantially equivalent 
terms and conditions as the replaced Option, as determined by the Committee;  

               (j) to prescribe, amend or rescind rules, guidelines and policies relating to the Plan, or to adopt sub-plans or supplements to, or 
alternative versions of, the Plan, including, without limitation, as the Committee deems necessary or desirable to comply with the laws or 
regulations of or to accommodate the tax policy, accounting principles or custom of, foreign jurisdictions whose citizens may be granted 
Awards;  

               (k) to correct any defect, supply any omission or reconcile any inconsistency in the Plan or any Award Agreement and to make all 
other determinations and take such other actions with respect to the Plan or any Award as the Committee may deem advisable to the extent not 
inconsistent with the provisions of the Plan or applicable law; and  

               (l) to delegate to any proper Officer the authority to grant one or more Awards, without further approval of the Committee, to any 
person eligible pursuant to Section 5, other than a person who, at the time of such grant, is an Insider; provided, however, that (i) the exercise 
price per share of each such Option shall be equal to the Fair Market Value per share  
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of the Stock on the effective date of grant, and (ii) each such Award shall be subject to the terms and conditions of the appropriate standard 
form of Award Agreement approved by the Committee and shall conform to the provisions of the Plan and such other guidelines as shall be 
established from time to time by the Committee.  

          3.6 Indemnification . In addition to such other rights of indemnification as they may have as members of the Board or the Committee or 
as officers or employees of the Participating Company Group, members of the Board or the Committee and any officers or employees of the 
Participating Company Group to whom authority to act for the Board, the Committee or the Company is delegated shall be indemnified by the 
Company against all reasonable expenses, including attorneys’ fees, actually and necessarily incurred in connection with the defense of any 
action, suit or proceeding, or in connection with any appeal therein, to which they or any of them may be a party by reason of any action taken 
or failure to act under or in connection with the Plan, or any right granted hereunder, and against all amounts paid by them in settlement thereof 
(provided such settlement is approved by independent legal counsel selected by the Company) or paid by them in satisfaction of a judgment in 
any such action, suit or proceeding, except in relation to matters as to which it shall be adjudged in such action, suit or proceeding that such 
person is liable for gross negligence, bad faith or intentional misconduct in duties; provided, however, that within sixty (60) days after the 
institution of such action, suit or proceeding, such person shall offer to the Company, in writing, the opportunity at its own expense to handle 
and defend the same.  

          3.7 Arbitration . Any dispute or claim concerning any Awards granted (or not granted) pursuant to this Plan and any other disputes or 
claims relating to or arising out of the Plan shall be fully, finally and exclusively resolved by binding arbitration conducted pursuant to the 
Commercial Arbitration Rules of the American Arbitration Association. By accepting an Award, Participants and the Company waive their 
respective rights to have any such disputes or claims tried by a judge or jury.  

          3.8 Repricing Prohibited . Without the affirmative vote of holders of a majority of the shares of Stock cast in person or by proxy at a 
meeting of the stockholders of the Company at which a quorum representing a majority of all outstanding shares of Stock is present or 
represented by proxy, the Committee shall not approve a program providing for either (a) the cancellation of outstanding Options or SARs and 
the grant in substitution therefore of new Options or SARs having a lower exercise price or (b) the amendment of outstanding Options or SARs 
to reduce the exercise price thereof. This paragraph shall not be construed to apply to the issuance or assumption of an Award in a transaction 
to which Code section 424(a) applies, within the meaning of Section 424 of the Code.  

     4.  SHARES SUBJECT TO PLAN  .  

          4.1 Maximum Number of Shares Issuable . Subject to adjustment as provided in Section 4.2, the maximum aggregate number of 
shares of Stock that may be issued under the Plan shall be Two Million (2,000,000) and shall consist of authorized but unissued or reacquired 
shares of Stock or any combination thereof. If an outstanding Award for any reason expires or is terminated or canceled without having been 
exercised or settled in full, or if shares of Stock acquired pursuant to an Award subject to forfeiture or repurchase are forfeited or  
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repurchased by the Company, the shares of Stock allocable to the terminated portion of such Award or such forfeited or repurchased shares of 
Stock shall again be available for issuance under the Plan. Shares of Stock shall not be deemed to have been issued pursuant to the Plan 
(a) with respect to any portion of an Award that is settled in cash or (b) to the extent such shares are withheld or reacquired by the Company in 
satisfaction of tax withholding obligations pursuant to Section 15.2. Upon payment in shares of Stock pursuant to the exercise of an SAR, the 
number of shares available for issuance under the Plan shall be reduced only by the number of shares actually issued in such payment. If the 
exercise price of an Option is paid by tender to the Company, or attestation to the ownership, of shares of Stock owned by the Participant, or by 
means of a Net-Exercise, the number of shares available for issuance under the Plan shall be reduced only by the net number of shares for 
which the Option is exercised.  

          4.2 Adjustments for Changes in Capital Structure . Subject to any required action by the stockholders of the Company, in the event of 
any change in the Stock effected without receipt of consideration by the Company, whether through merger, consolidation, reorganization, 
reincorporation, recapitalization, reclassification, stock dividend, stock split, reverse stock split, split-up, split-off, spin-off, combination of 
shares, exchange of shares, or similar change in the capital structure of the Company, or in the event of payment of a dividend or distribution to 
the stockholders of the Company in a form other than Stock (excepting normal cash dividends) that has a material effect on the Fair Market 
Value of shares of Stock, appropriate adjustments shall be made in the number and kind of shares subject to the Plan and to any outstanding 
Awards, in the Award limits set forth in Section 5.4, and in the exercise or purchase price per share under any outstanding Award in order to 
prevent dilution or enlargement of Participants’ rights under the Plan. For purposes of the foregoing, conversion of any convertible securities of 
the Company shall not be treated as “effected without receipt of consideration by the Company.” If a majority of the shares which are of the 
same class as the shares that are subject to outstanding Awards are exchanged for, converted into, or otherwise become (whether or not 
pursuant to an Ownership Change Event) shares of another corporation (the “ New Shares” ), the Committee may unilaterally amend the 
outstanding Options to provide that such Options are exercisable for New Shares. In the event of any such amendment, the number of shares 
subject to, and the exercise price per share of, the outstanding Awards shall be adjusted in a fair and equitable manner as determined by the 
Board, in its discretion. Any fractional share resulting from an adjustment pursuant to this Section 4.2 shall be rounded down to the nearest 
whole number. The Committee in its sole discretion, may also make such adjustments in the terms of any Award to reflect, or related to, such 
changes in the capital structure of the Company or distributions as it deems appropriate, including modification of Performance Goals, 
Performance Award Formulas and Performance Periods. The adjustments determined by the Committee pursuant to this Section 4.2 shall be 
final, binding and conclusive.  

     5.  ELIGIBILITY  AND AWARD  L IMITATIONS  .  

          5.1 Persons Eligible for Awards . Awards may be granted only to Employees, Consultants and Directors. For purposes of the foregoing 
sentence, “Employees,” “Consultants”and “Directors” shall include prospective Employees, prospective Consultants and prospective Directors 
to whom Awards are offered to be granted in connection with written offers of an employment or other service relationship with the 
Participating Company Group; provided, however, that no Stock subject to any such Award shall vest, become exercisable or be issued prior to 
the date on which such person commences Service.  
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          5.2 Participation . Awards other than Nonemployee Director Awards are granted solely at the discretion of the Committee. Eligible 
persons may be granted more than one Award. However, eligibility in accordance with this Section shall not entitle any person to be granted an 
Award, or, having been granted an Award, to be granted an additional Award.  

          5.3 Incentive Stock Option Limitations .  

               (a)  Persons Eligible . An Incentive Stock Option may be granted only to a person who, on the effective date of grant, is an Employee 
of the Company, a Parent Corporation or a Subsidiary Corporation (each being an “ISO-Qualifying Corporation” ). Any person who is not an 
Employee of an ISO-Qualifying Corporation on the effective date of the grant of an Option to such person may be granted only a Nonstatutory 
Stock Option. An Incentive Stock Option granted to a prospective Employee upon the condition that such person become an Employee of an 
ISO-Qualifying Corporation shall be deemed granted effective on the date such person commences Service with an ISO-Qualifying 
Corporation, with an exercise price determined as of such date in accordance with Section 6.1.  

               (b)  Fair Market Value Limitation . To the extent that options designated as Incentive Stock Options (granted under all stock option 
plans of the Participating Company Group, including the Plan) become exercisable by a Participant for the first time during any calendar year 
for stock having a Fair Market Value greater than One Hundred Thousand Dollars ($100,000), the portion of such options which exceeds such 
amount shall be treated as Nonstatutory Stock Options. For purposes of this Section, options designated as Incentive Stock Options shall be 
taken into account in the order in which they were granted, and the Fair Market Value of stock shall be determined as of the time the option 
with respect to such stock is granted. If the Code is amended to provide for a limitation different from that set forth in this Section, such 
different limitation shall be deemed incorporated herein effective as of the date and with respect to such Options as required or permitted by 
such amendment to the Code. If an Option is treated as an Incentive Stock Option in part and as a Nonstatutory Stock Option in part by reason 
of the limitation set forth in this Section, the Participant may designate which portion of such Option the Participant is exercising. In the 
absence of such designation, the Participant shall be deemed to have exercised the Incentive Stock Option portion of the Option first. Upon 
exercise, shares issued pursuant to each such portion shall be separately identified.  
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          5.4 Award Limits .  

               (a)  Maximum Number of Shares Issuable Pursuant to Incentive Stock Options . Subject to adjustment as provided in Section 4.2, 
the maximum aggregate number of shares of Stock that may be issued under the Plan pursuant to the exercise of Incentive Stock Options shall 
not exceed Two Million (2,000,000) shares. The maximum aggregate number of shares of Stock that may be issued under the Plan pursuant to 
all Awards other than Incentive Stock Options shall be the number of shares determined in accordance with Section 4.1, subject to adjustment 
as provided in Section 4.2 and further subject to the limitation set forth in Section 5.4(b) below.  

               (b)  Aggregate Limit on Full Value Awards. Subject to adjustment as provided in Section 4.2, in no event shall more than Two 
Million (2,000,000) shares in the aggregate be issued under the Plan pursuant to the exercise or settlement of Restricted Stock Awards, 
Restricted Stock Unit Awards and Performance Awards (“ Full Value Awards ”).  

               (c)  Section  162(m) Award Limits. The following limits shall apply to the grant of any Award if, at the time of grant, the Company is 
a “publicly held corporation” within the meaning of Section 162(m).  

                    (i)  Options and SARs. Subject to adjustment as provided in Section 4.2, no Employee shall be granted within any fiscal year of 
the Company one or more Options or Freestanding SARs which in the aggregate are for more than Five Hundred Thousand (500,000) shares of 
Stock reserved for issuance under the Plan.  

                    (ii)  Restricted Stock and Restricted Stock Unit Awards. Subject to adjustment as provided in Section 4.2, no Employee shall be 
granted within any fiscal year of the Company one or more Restricted Stock Awards or Restricted Stock Unit Awards, subject to Vesting 
Conditions based on the attainment of Performance Goals, for more than Two Hundred Fifty Thousand (250,000) shares of Stock reserved for 
issuance under the Plan.  

                    (iii)  Performance Awards. Subject to adjustment as provided in Section 4.2, no Employee shall be granted (1) Performance 
Shares which could result in such Employee receiving more than Two Hundred Fifty Thousand (250,000) shares of Stock reserved for issuance 
under the Plan for each full fiscal year of the Company contained in the Performance Period for such Award, or (2) Performance Units which 
could result in such Employee receiving more than Three Hundred Thousand dollars ($300,000) for each full fiscal year of the Company 
contained in the Performance Period for such Award. No Participant may be granted more than one Performance Award for the same 
Performance Period.  

6. TERMS AND CONDITIONS  OF OPTIONS .  

     Options shall be evidenced by Award Agreements specifying the number of shares of Stock covered thereby, in such form as the Committee 
shall from time to time establish. No Option or purported Option shall be a valid and binding obligation of the Company unless evidenced by a 
fully executed Award Agreement. Award Agreements evidencing Options may incorporate all or any of the terms of the Plan by reference and 
shall comply with and be subject to the following terms and conditions:  
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          6.1 Exercise Price . The exercise price for each Option shall be established in the discretion of the Committee; provided, however, that 
(a) the exercise price per share shall be not less than the Fair Market Value of a share of Stock on the effective date of grant of the Option and 
(b) no Incentive Stock Option granted to a Ten Percent Owner shall have an exercise price per share less than one hundred ten percent (110%) 
of the Fair Market Value of a share of Stock on the effective date of grant of the Option. Notwithstanding the foregoing, an Option (whether an 
Incentive Stock Option or a Nonstatutory Stock Option) may be granted with an exercise price lower than the minimum exercise price set forth 
above if such Option is granted pursuant to an assumption or substitution for another option in a manner qualifying under the provisions of 
Section 424(a) of the Code.  

          6.2 Exercisability and Term of Options .  

               (a)  Option Vesting and Exercisability. Options shall be exercisable at such time or times, or upon such event or events, and subject 
to such terms, conditions, performance criteria and restrictions as shall be determined by the Committee and set forth in the Award Agreement 
evidencing such Option; provided, however, that (a) no Option shall be exercisable after the expiration of ten (10) years after the effective date 
of grant of such Option, (b) no Incentive Stock Option granted to a Ten Percent Owner shall be exercisable after the expiration of five (5) years 
after the effective date of grant of such Option, (c) no Option shall become fully vested in a period of less than three (3) years from the date of 
grant, other than in connection with a termination of Service or a Change in Control or in the case of an Option granted to a Nonemployee 
Director, and (d) no Option offered or granted to a prospective Employee, prospective Consultant or prospective Director may become 
exercisable prior to the date on which such person commences Service. Subject to the foregoing, unless otherwise specified by the Committee 
in the grant of an Option, any Option granted hereunder shall terminate ten (10) years after the effective date of grant of the Option, unless 
earlier terminated in accordance with its provisions, or the terms of the Plan.  

               (b)  Participant Responsibility for Exercise of Option. Each Participant is responsible for taking any and all actions as may be 
required to exercise any Option in a timely manner, and for properly executing any documents as may be required for the exercise of an Option 
in accordance with such rules and procedures as may be established from time to time. By signing an Option Agreement each Participant 
acknowledges that information regarding the procedures and requirements for the exercise of any Option is available upon such Participant’s 
request. The Company shall have no duty or obligation to notify any Participant of the expiration date of any Option.  

          6.3 Payment of Exercise Price .  

               (a)  Forms of Consideration Authorized . Except as otherwise provided below, payment of the exercise price for the number of 
shares of Stock being purchased pursuant to any Option shall be made (i) in cash, by check or in cash equivalent, (ii) by tender to the Company, 
or attestation to the ownership, of shares of Stock owned by the Participant having a Fair Market Value not less than the exercise price, 
(iii) provided that the Participant is an Employee, and not an Officer or Director (unless otherwise not prohibited by law, including, without 
limitation, any regulation promulgated by the Board of Governors of the Federal Reserve  
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System) and in the Company’s sole and absolute discretion at the time the Option is exercised, by delivery of the Participant’s promissory note 
in a form approved by the Company for the aggregate exercise price, provided that, if the Company is incorporated in the State of Delaware, 
the Participant shall pay in cash that portion of the aggregate exercise price not less than the par value of the shares being acquired, (iv) by such 
other consideration as may be approved by the Committee from time to time to the extent permitted by applicable law, or (v) by any 
combination thereof. The Committee may at any time or from time to time grant Options which do not permit all of the foregoing forms of 
consideration to be used in payment of the exercise price or which otherwise restrict one or more forms of consideration.  

               (b)  Limitations on Forms of Consideration.  

                    (i)  Tender of Stock. Notwithstanding the foregoing, an Option may not be exercised by tender to the Company, or attestation to 
the ownership, of shares of Stock to the extent such tender or attestation would constitute a violation of the provisions of any law, regulation or 
agreement restricting the redemption of the Company’s stock.  

                    (ii)  Payment by Promissory Note. No promissory note shall be permitted if the exercise of an Option using a promissory note 
would be a violation of any law. Any permitted promissory note shall be on such terms as the Committee shall determine. The Committee shall 
have the authority to permit or require the Participant to secure any promissory note used to exercise an Option with the shares of Stock 
acquired upon the exercise of the Option or with other collateral acceptable to the Company. Unless otherwise provided by the Committee, if 
the Company at any time is subject to the regulations promulgated by the Board of Governors of the Federal Reserve System or any other 
governmental entity affecting the extension of credit in connection with the Company’s securities, any promissory note shall comply with such 
applicable regulations, and the Participant shall pay the unpaid principal and accrued interest, if any, to the extent necessary to comply with 
such applicable regulations.  

          6.4 Effect of Termination of Service .  

               (a)  Option Exercisability. Subject to earlier termination of the Option as otherwise provided herein and unless otherwise provided by 
the Committee, an Option shall be exercisable after a Participant’s termination of Service only during the applicable time periods provided in 
the Award Agreement.  

               (b)  Extension if Exercise Prevented by Law. Notwithstanding the foregoing, unless the Committee provides otherwise in the Award 
Agreement, if the exercise of an Option within the applicable time periods is prevented by the provisions of Section 14 below, the Option shall 
remain exercisable until three (3) months (or such longer period of time as determined by the Committee, in its discretion) after the date the 
Participant is notified by the Company that the Option is exercisable, but in any event no later than the Option Expiration Date.  

               (c)  Extension if Participant Subject to Section  16(b) . Notwithstanding the foregoing, if a sale within the applicable time periods of 
shares acquired upon the exercise of the Option would subject the Participant to suit under Section 16(b) of the  
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Exchange Act, the Option shall remain exercisable until the earliest to occur of (i) the tenth (10th) day following the date on which a sale of 
such shares by the Participant would no longer be subject to such suit, (ii) the one hundred and ninetieth (190th) day after the Participant’s 
termination of Service, or (iii) the Option Expiration Date.  

          6.5 Transferability of Options . During the lifetime of the Participant, an Option shall be exercisable only by the Participant or the 
Participant’s guardian or legal representative. Prior to the issuance of shares of Stock upon the exercise of an Option, the Option shall not be 
subject in any manner to anticipation, alienation, sale, exchange, transfer, assignment, pledge, encumbrance, or garnishment by creditors of the 
Participant or the Participant’s beneficiary, except transfer by will or by the laws of descent and distribution. Notwithstanding the foregoing, to 
the extent permitted by the Committee, in its discretion, and set forth in the Award Agreement evidencing such Option, a Nonstatutory Stock 
Option shall be assignable or transferable subject to the applicable limitations, if any, described in the General Instructions to Form S-8 
Registration Statement under the Securities Act.  

     7.  TERMS AND CONDITIONS  OF STOCK  APPRECIATION  RIGHTS  .  

     Stock Appreciation Rights shall be evidenced by Award Agreements specifying the number of shares of Stock subject to the Award, in such 
form as the Committee shall from time to time establish. No SAR or purported SAR shall be a valid and binding obligation of the Company 
unless evidenced by a fully executed Award Agreement. Award Agreements evidencing SARs may incorporate all or any of the terms of the 
Plan by reference and shall comply with and be subject to the following terms and conditions:  

          7.1 Types of SARs Authorized . SARs may be granted in tandem with all or any portion of a related Option (a “Tandem SAR” ) or may 
be granted independently of any Option (a “Freestanding SAR” ). A Tandem SAR may be granted either concurrently with the grant of the 
related Option or at any time thereafter prior to the complete exercise, termination, expiration or cancellation of such related Option.  

          7.2 Exercise Price . The exercise price for each SAR shall be established in the discretion of the Committee; provided, however, that 
(a) the exercise price per share subject to a Tandem SAR shall be the exercise price per share under the related Option and (b) the exercise price 
per share subject to a Freestanding SAR shall be not less than the Fair Market Value of a share of Stock on the effective date of grant of the 
SAR.  

          7.3 Exercisability and Term of SARs .  

               (a)  Tandem SARs . Tandem SARs shall be exercisable only at the time and to the extent, and only to the extent, that the related 
Option is exercisable, subject to such provisions as the Committee may specify where the Tandem SAR is granted with respect to less than the 
full number of shares of Stock subject to the related Option.  

               (b)  Freestanding SARs . Freestanding SARs shall be exercisable at such time or times, or upon such event or events, and subject to 
such terms, conditions, performance criteria and restrictions as shall be determined by the Committee and set forth in the  
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Award Agreement evidencing such SAR; provided, however, that no Freestanding SAR shall be exercisable after the expiration of ten (10) 
years after the effective date of grant of such SAR.  

No SAR shall become fully vested in a period of less than three (3) years from the date of grant, other than in connection with a termination of 
Service or a Change in Control or the case of an SAR granted to a Nonemployee Director.  

          7.4 Deemed Exercise of SARs . If, on the date on which an SAR would otherwise terminate or expire, the SAR by its terms remains 
exercisable immediately prior to such termination or expiration and, if so exercised, would result in a payment to the holder of such SAR, then 
any portion of such SAR which has not previously been exercised shall automatically be deemed to be exercised as of such date with respect to 
such portion.  

          7.5 Effect of Termination of Service . Subject to earlier termination of the SAR as otherwise provided herein and unless otherwise 
provided by the Committee in the grant of an SAR and set forth in the Award Agreement, an SAR shall be exercisable after a Participant’s 
termination of Service only as provided in the Award Agreement.  

          7.6 Nontransferability of SARs . During the lifetime of the Participant, an SAR shall be exercisable only by the Participant or the 
Participant’s guardian or legal representative. Prior to the exercise of an SAR, the SAR shall not be subject in any manner to anticipation, 
alienation, sale, exchange, transfer, assignment, pledge, encumbrance, or garnishment by creditors of the Participant or the Participant’s 
beneficiary, except transfer by will or by the laws of descent and distribution.  

     8.  TERMS AND CONDITIONS  OF RESTRICTED  STOCK  AWARDS .  

     Restricted Stock Awards shall be evidenced by Award Agreements specifying the number of shares of Stock subject to the Award, in such 
form as the Committee shall from time to time establish. No Restricted Stock Award or purported Restricted Stock Award shall be a valid and 
binding obligation of the Company unless evidenced by a fully executed Award Agreement. Award Agreements evidencing Restricted Stock 
Awards may incorporate all or any of the terms of the Plan by reference and shall comply with and be subject to the following terms and 
conditions:  

          8.1 Types of Restricted Stock Awards Authorized . Restricted Stock Awards may or may not require the payment of cash 
compensation for the stock. Restricted Stock Awards may be granted upon such conditions as the Committee shall determine, including, 
without limitation, upon the attainment of one or more Performance Goals described in Section 9.4. If either the grant of a Restricted Stock 
Award or the lapsing of the Restriction Period is to be contingent upon the attainment of one or more Performance Goals, the Committee shall 
follow procedures substantially equivalent to those set forth in Sections 9.3 through 9.5(a).  

          8.2 Purchase Price . The purchase price, if any, for shares of Stock issuable under each Restricted Stock Award and the means of 
payment shall be established by the Committee in its discretion. 
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          8.3 Purchase Period . A Restricted Stock Award requiring the payment of cash consideration shall be exercisable within a period 
established by the Committee; provided, however, that no Restricted Stock Award granted to a prospective Employee, prospective Consultant 
or prospective Director may become exercisable prior to the date on which such person commences Service.  

          8.4 Vesting and Restrictions on Transfer . Shares issued pursuant to any Restricted Stock Award may or may not be made subject to 
Vesting Conditions based upon the satisfaction of such Service requirements, conditions, restrictions or performance criteria, including, 
without limitation, Performance Goals as described in Section 9.4, as shall be established by the Committee and set forth in the Award 
Agreement evidencing such Award. During any Restriction Period in which shares acquired pursuant to a Restricted Stock Award remain 
subject to Vesting Conditions, such shares may not be sold, exchanged, transferred, pledged, assigned or otherwise disposed of other than as 
provided in the Award Agreement or as provided in Section 8.7. Upon request by the Company, each Participant shall execute any agreement 
evidencing such transfer restrictions prior to the receipt of shares of Stock hereunder.  

          8.5 Voting Rights; Dividends and Distributions . Except as provided in this Section, Section 8.4 and any Award Agreement, during the 
Restriction Period applicable to shares subject to a Restricted Stock Award, the Participant shall have all of the rights of a stockholder of the 
Company holding shares of Stock, including the right to vote such shares and to receive all dividends and other distributions paid with respect 
to such shares. However, in the event of a dividend or distribution paid in shares of Stock or any other adjustment made upon a change in the 
capital structure of the Company as described in Section 4.2, any and all new, substituted or additional securities or other property (other than 
normal cash dividends) to which the Participant is entitled by reason of the Participant’s Restricted Stock Award shall be immediately subject 
to the same Vesting Conditions as the shares subject to the Restricted Stock Award with respect to which such dividends or distributions were 
paid or adjustments were made.  

          8.6 Effect of Termination of Service . Unless otherwise provided by the Committee in the grant of a Restricted Stock Award and set 
forth in the Award Agreement, if a Participant’s Service terminates for any reason, whether voluntary or involuntary (including the 
Participant’s death or disability), then the Participant shall forfeit to the Company any shares acquired by the Participant pursuant to a 
Restricted Stock Award which remain subject to Vesting Conditions as of the date of the Participant’s termination of Service in exchange for 
the payment of the purchase price, if any, paid by the Participant. The Company shall have the right to assign at any time any repurchase right 
it may have, whether or not such right is then exercisable, to one or more persons as may be selected by the Company.  

          8.7 Nontransferability of Restricted Stock Award Rights . Prior to the issuance of shares of Stock pursuant to a Restricted Stock 
Award, rights to acquire such shares shall not be subject in any manner to anticipation, alienation, sale, exchange, transfer, assignment, pledge, 
encumbrance or garnishment by creditors of the Participant or the Participant’s beneficiary, except transfer by will or the laws of descent and 
distribution. All rights with respect to a Restricted Stock Award granted to a Participant hereunder shall be exercisable during his or her 
lifetime only by such Participant or the Participant’s guardian or legal representative.  
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     9.  TERMS AND CONDITIONS  OF PERFORMANCE  AWARDS .  

     Performance Awards shall be evidenced by Award Agreements in such form as the Committee shall from time to time establish. No 
Performance Award or purported Performance Award shall be a valid and binding obligation of the Company unless evidenced by a fully 
executed Award Agreement. Award Agreements evidencing Performance Awards may incorporate all or any of the terms of the Plan by 
reference and shall comply with and be subject to the following terms and conditions:  

          9.1 Types of Performance Awards Authorized . Performance Awards may be in the form of either Performance Shares or Performance 
Units. Each Award Agreement evidencing a Performance Award shall specify the number of Performance Shares or Performance Units subject 
thereto, the Performance Award Formula, the Performance Goal(s) and Performance Period applicable to the Award, and the other terms, 
conditions and restrictions of the Award.  

          9.2 Initial Value of Performance Shares and Performance Units . Unless otherwise provided by the Committee in granting a 
Performance Award, each Performance Share shall have an initial value equal to the Fair Market Value of one (1) share of Stock, subject to 
adjustment as provided in Section 4.2, on the effective date of grant of the Performance Share. Each Performance Unit shall have an initial 
value determined by the Committee. The final value payable to the Participant in settlement of a Performance Award determined on the basis 
of the applicable Performance Award Formula will depend on the extent to which Performance Goals established by the Committee are 
attained within the applicable Performance Period established by the Committee.  

          9.3 Establishment of Performance Period, Performance Goals and Performance Award Formula . In granting each Performance 
Award, the Committee shall establish in writing the applicable Performance Period, Performance Award Formula and one or more Performance 
Goals which, when measured at the end of the Performance Period, shall determine on the basis of the Performance Award Formula the final 
value of the Performance Award to be paid to the Participant. To the extent compliance with the requirements under Section 162(m) with 
respect to “performance-based compensation” is desired, the Committee shall establish the Performance Goal(s) and Performance Award 
Formula applicable to each Performance Award no later than the earlier of (a) the date ninety (90) days after the commencement of the 
applicable Performance Period or (b) the date on which 25% of the Performance Period has elapsed, and, in any event, at a time when the 
outcome of the Performance Goals remains substantially uncertain. Once established, the Performance Goals and Performance Award Formula 
shall not be changed during the Performance Period. The Company shall notify each Participant granted a Performance Award of the terms of 
such Award, including the Performance Period, Performance Goal(s) and Performance Award Formula.  
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          9.4 Measurement of Performance Goals . Performance Goals shall be established by the Committee on the basis of targets to be 
attained ( “Performance Targets” ) with respect to one or more measures of business or financial performance (each, a “Performance 
Measure” ), subject to the following:  

               (a)  Performance Measures . Performance Measures shall have the same meanings as used in the Company’s financial statements, or, 
if such terms are not used in the Company’s financial statements, they shall have the meaning applied pursuant to generally accepted 
accounting principles, or as used generally in the Company’s industry. Performance Measures shall be calculated with respect to the Company 
and each Subsidiary Corporation consolidated therewith for financial reporting purposes or such division or other business unit as may be 
selected by the Committee. For purposes of the Plan, the Performance Measures applicable to a Performance Award shall be calculated in 
accordance with generally accepted accounting principles, but prior to the accrual or payment of any Performance Award for the same 
Performance Period and excluding the effect (whether positive or negative) of any change in accounting standards or any extraordinary, 
unusual or nonrecurring item, as determined by the Committee, occurring after the establishment of the Performance Goals applicable to the 
Performance Award. Each such adjustment, if any, shall be made solely for the purpose of providing a consistent basis from period to period 
for the calculation of Performance Measures in order to prevent the dilution or enlargement of the Participant’s rights with respect to a 
Performance Award. Performance Measures may be one or more of the following, as determined by the Committee: (i) sales revenue; (ii) gross 
margin; (iii) operating margin; (iv) operating income; (v) pre-tax profit; (vi) earnings before stock-based compensation expense, interest, taxes 
and depreciation and amortization; (vii) earnings before interest, taxes and depreciation and amortization; (viii) earnings before interest and 
taxes; (ix) net income; (x) expenses; (xi) the market price of the Stock; (xii) stock price; (xiii) earnings per share; (xiv) return on stockholder 
equity; (xv) return on capital; (xvi) return on net assets; (xvii) economic value added; (xviii) market share; (xix) customer service; 
(xx) customer satisfaction; (xxi) safety; (xxii) total stockholder return; (xxiii) free cash flow; (xxiv) net operating income; (xxv) operating cash 
flow; (xxvi) return on investment; (xxvii) employee satisfaction; (xxviii) employee retention; (xxix) balance of cash, cash equivalents and 
marketable securities; (xxx) product development; (xxxi) research and development expenses; (xxxii) completion of an identified special 
project; (xxxiii) completion of a joint venture or other corporate transaction; or (xxxiv) such other measures as determined by the Committee 
consistent with this Section 9.4(a).  

               (b)  Performance Targets . Performance Targets may include a minimum, maximum, target level and intermediate levels of 
performance, with the final value of a Performance Award determined under the applicable Performance Award Formula by the level attained 
during the applicable Performance Period. A Performance Target may be stated as an absolute value or as a value determined relative to a 
standard selected by the Committee.  

          9.5 Settlement of Performance Awards .  

               (a)  Determination of Final Value . As soon as practicable following the completion of the Performance Period applicable to a 
Performance Award, the Committee shall certify in writing the extent to which the applicable Performance Goals have been attained  
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and the resulting final value of the Award earned by the Participant and to be paid upon its settlement in accordance with the applicable 
Performance Award Formula.  

               (b)  Discretionary Adjustment of Award Formula . In its discretion, the Committee may, either at the time it grants a Performance 
Award or at any time thereafter, provide for the positive or negative adjustment of the Performance Award Formula applicable to a 
Performance Award that is not intended to constitute “qualified performance based compensation” to a “covered employee” within the meaning 
of Section 162(m) (a “Covered Employee” ) to reflect such Participant’s individual performance in his or her position with the Company or 
such other factors as the Committee may determine. With respect to a Performance Award intended to constitute qualified performance-based 
compensation to a Covered Employee, the Committee shall have the discretion to reduce some or all of the value of the Performance Award 
that would otherwise be paid to the Covered Employee upon its settlement notwithstanding the attainment of any Performance Goal and the 
resulting value of the Performance Award determined in accordance with the Performance Award Formula.  

               (c)  Payment in Settlement of Performance Awards . As soon as practicable following the Committee’s determination and 
certification in accordance with Sections 9.5(a) and (b), payment shall be made to each eligible Participant (or such Participant’s legal 
representative or other person who acquired the right to receive such payment by reason of the Participant’s death) of the final value of the 
Participant’s Performance Award. Payment of such amount shall be made in cash in a lump sum or in installments, shares of Stock (either fully 
vested or subject to vesting), or a combination thereof, as determined by the Committee.  

          9.6 Voting Rights; Dividend Equivalent Rights and Distributions . Participants shall have no voting rights with respect to shares of 
Stock represented by Performance Share Awards until the date of the issuance of such shares, if any (as evidenced by the appropriate entry on 
the books of the Company or of a duly authorized transfer agent of the Company). However, the Committee, in its discretion, may provide in 
the Award Agreement evidencing any Performance Share Award that the Participant shall be entitled to receive Dividend Equivalents with 
respect to the payment of cash dividends on Stock having a record date prior to the date on which the Performance Shares are settled or 
forfeited. Such Dividend Equivalents, if any, shall be credited to the Participant in the form of additional whole Performance Shares as of the 
date of payment of such cash dividends on Stock. The number of additional Performance Shares (rounded to the nearest whole number) to be 
so credited shall be determined by dividing (a) the amount of cash dividends paid on such date with respect to the number of shares of Stock 
represented by the Performance Shares previously credited to the Participant by (b) the Fair Market Value per share of Stock on such date. 
Dividend Equivalents may be paid currently or may be accumulated and paid to the extent that Performance Shares become nonforfeitable, as 
determined by the Committee. Settlement of Dividend Equivalents may be made in cash, shares of Stock, or a combination thereof as 
determined by the Committee, and may be paid on the same basis as settlement of the related Performance Share as provided in Section 9.5. 
Dividend Equivalents shall not be paid with respect to Performance Units. In the event of a dividend or distribution paid in shares of Stock or 
any other adjustment made upon a change in the capital structure of the Company as described in Section 4.2, appropriate adjustments shall be 
made in the Participant’s Performance Share Award so that it represents the right to receive upon settlement any and all new, substituted or 
additional securities or other  
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property (other than normal cash dividends) to which the Participant would entitled by reason of the shares of Stock issuable upon settlement of 
the Performance Share Award, and all such new, substituted or additional securities or other property shall be immediately subject to the same 
Performance Goals as are applicable to the Award.  

          9.7 Effect of Termination of Service . Unless otherwise provided by the Committee in the grant of a Performance Award and set forth 
in the Award Agreement, the effect of a Participant’s termination of Service on the Performance Award shall be as follows:  

               (a)  Death or Disability . If the Participant’s Service terminates because of the death or Disability of the Participant before the 
completion of the Performance Period applicable to the Performance Award, the final value of the Participant’s Performance Award shall be 
determined by the extent to which the applicable Performance Goals have been attained with respect to the entire Performance Period and shall 
be prorated based on the number of months of the Participant’s Service during the Performance Period. Payment shall be made following the 
end of the Performance Period in any manner permitted by Section 9.5.  

               (b)  Other Termination of Service . If the Participant’s Service terminates for any reason except death or Disability before the 
completion of the Performance Period applicable to the Performance Award, such Award shall be forfeited in its entirety; provided, however, 
that in the event of an involuntary termination of the Participant’s Service, the Committee, in its sole discretion, may waive the automatic 
forfeiture of all or any portion of any such Award.  

          9.8 Nontransferability of Performance Awards . Prior to settlement in accordance with the provisions of the Plan, no Performance 
Award shall be subject in any manner to anticipation, alienation, sale, exchange, transfer, assignment, pledge, encumbrance, or garnishment by 
creditors of the Participant or the Participant’s beneficiary, except transfer by will or by the laws of descent and distribution. All rights with 
respect to a Performance Award granted to a Participant hereunder shall be exercisable during his or her lifetime only by such Participant or the 
Participant’s guardian or legal representative.  

     10.  TERMS AND CONDITIONS  OF RESTRICTED  STOCK  UNIT  AWARDS .  

     Restricted Stock Unit Awards shall be evidenced by Award Agreements specifying the number of Restricted Stock Units subject to the 
Award, in such form as the Committee shall from time to time establish. No Restricted Stock Unit Award or purported Restricted Stock Unit 
Award shall be a valid and binding obligation of the Company unless evidenced by a fully executed Award Agreement. Award Agreements 
evidencing Restricted Stock Units may incorporate all or any of the terms of the Plan by reference and shall comply with and be subject to the 
following terms and conditions:  

          10.1 Grant of Restricted Stock Unit Awards . Restricted Stock Unit Awards may be granted upon such conditions as the Committee 
shall determine, including, without limitation, upon the attainment of one or more Performance Goals described in Section 9.4. If either the 
grant of a Restricted Stock Unit Award or the Vesting Conditions with respect to such Award is to be contingent upon the attainment of one or 
more Performance Goals, the Committee shall follow procedures substantially equivalent to those set forth in Sections 9.3 through 9.5(a).  
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          10.2 Vesting . Restricted Stock Units may or may not be made subject to Vesting Conditions based upon the satisfaction of such Service 
requirements, conditions, restrictions or performance criteria, including, without limitation, Performance Goals as described in Section 9.4, as 
shall be established by the Committee and set forth in the Award Agreement evidencing such Award.  

          10.3 Voting Rights, Dividend Equivalent Rights and Distributions . Participants shall have no voting rights with respect to shares of 
Stock represented by Restricted Stock Units until the date of the issuance of such shares (as evidenced by the appropriate entry on the books of 
the Company or of a duly authorized transfer agent of the Company). However, the Committee, in its discretion, may provide in the Award 
Agreement evidencing any Restricted Stock Unit Award that the Participant shall be entitled to receive Dividend Equivalents with respect to 
the payment of cash dividends on Stock having a record date prior to the date on which Restricted Stock Units held by such Participant are 
settled. Such Dividend Equivalents, if any, shall be paid by crediting the Participant with additional whole Restricted Stock Units as of the date 
of payment of such cash dividends on Stock. The number of additional Restricted Stock Units (rounded to the nearest whole number) to be so 
credited shall be determined by dividing (a) the amount of cash dividends paid on such date with respect to the number of shares of Stock 
represented by the Restricted Stock Units previously credited to the Participant by (b) the Fair Market Value per share of Stock on such date. 
Such additional Restricted Stock Units shall be subject to the same terms and conditions and shall be settled in the same manner and at the 
same time (or as soon thereafter as practicable) as the Restricted Stock Units originally subject to the Restricted Stock Unit Award. In the event 
of a dividend or distribution paid in shares of Stock or any other adjustment made upon a change in the capital structure of the Company as 
described in Section 4.2, appropriate adjustments shall be made in the Participant’s Restricted Stock Unit Award so that it represents the right 
to receive upon settlement any and all new, substituted or additional securities or other property (other than normal cash dividends) to which 
the Participant would entitled by reason of the shares of Stock issuable upon settlement of the Award, and all such new, substituted or 
additional securities or other property shall be immediately subject to the same Vesting Conditions as are applicable to the Award.  

          10.4 Effect of Termination of Service . Unless otherwise provided by the Committee in the grant of a Restricted Stock Unit Award and 
set forth in the Award Agreement, if a Participant’s Service terminates for any reason, whether voluntary or involuntary (including the 
Participant’s death or disability), then the Participant shall forfeit to the Company any Restricted Stock Units pursuant to the Award which 
remain subject to Vesting Conditions as of the date of the Participant’s termination of Service.  

          10.5 Settlement of Restricted Stock Unit Awards . The Company shall issue to a Participant on the date on which Restricted Stock 
Units subject to the Participant’s Restricted Stock Unit Award vest or on such other date determined by the Committee, in its discretion, and set 
forth in the Award Agreement one (1) share of Stock (and/or any other new, substituted or additional securities or other property pursuant to an 
adjustment described in Section 10.3) for each Restricted Stock Unit then becoming vested or otherwise to be settled on  
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such date, subject to the withholding of applicable taxes. Notwithstanding the foregoing, if permitted by the Committee and set forth in the 
Award Agreement, the Participant may elect in accordance with terms specified in the Award Agreement to defer receipt of all or any portion 
of the shares of Stock or other property otherwise issuable to the Participant pursuant to this Section.  

          10.6 Nontransferability of Restricted Stock Unit Awards . Prior to the issuance of shares of Stock in settlement of a Restricted Stock 
Unit Award, the Award shall not be subject in any manner to anticipation, alienation, sale, exchange, transfer, assignment, pledge, 
encumbrance, or garnishment by creditors of the Participant or the Participant’s beneficiary, except transfer by will or by the laws of descent 
and distribution. All rights with respect to a Restricted Stock Unit Award granted to a Participant hereunder shall be exercisable during his or 
her lifetime only by such Participant or the Participant’s guardian or legal representative.  

     11.  DEFERRED COMPENSATION  AWARDS .  

          11.1 Establishment of Deferred Compensation Award Programs . This Section 11 shall not be effective unless and until the 
Committee determines to establish a program pursuant to this Section. The Committee, in its discretion and upon such terms and conditions as 
it may determine, may establish one or more programs pursuant to the Plan under which:  

               (a) Participants designated by the Committee who are Insiders or otherwise among a select group of highly compensated Employees 
may irrevocably elect, prior to a date specified by the Committee, to reduce such Participant’s compensation otherwise payable in cash (subject 
to any minimum or maximum reductions imposed by the Committee) and to be granted automatically at such time or times as specified by the 
Committee one or more Awards of Stock Units with respect to such numbers of shares of Stock as determined in accordance with the rules of 
the program established by the Committee and having such other terms and conditions as established by the Committee.  

               (b) Participants designated by the Committee who are Insiders or otherwise among a select group of highly compensated Employees 
may irrevocably elect, prior to a date specified by the Committee, to be granted automatically an Award of Stock Units with respect to such 
number of shares of Stock and upon such other terms and conditions as established by the Committee in lieu of:  

                    (i) shares of Stock otherwise issuable to such Participant upon the exercise of an Option;  

                    (ii) cash or shares of Stock otherwise issuable to such Participant upon the exercise of an SAR; or  

                    (iii) cash or shares of Stock otherwise issuable to such Participant upon the settlement of a Performance Award or Performance 
Unit.  

          11.2 Terms and Conditions of Deferred Compensation Awards . Deferred Compensation Awards granted pursuant to this Section 11 
shall be evidenced by Award  
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Agreements in such form as the Committee shall from time to time establish. No such Deferred Compensation Award or purported Deferred 
Compensation Award shall be a valid and binding obligation of the Company unless evidenced by a fully executed Award Agreement. Award 
Agreements evidencing Deferred Compensation Awards may incorporate all or any of the terms of the Plan by reference and shall comply with 
and be subject to the following terms and conditions:  

               (a)  Vesting Conditions. Deferred Compensation Awards shall not be subject to any vesting conditions.  

               (b)  Terms and Conditions of Stock Units.  

                    (i)  Voting Rights; Dividend Equivalent Rights and Distributions. Participants shall have no voting rights with respect to shares 
of Stock represented by Stock Units until the date of the issuance of such shares (as evidenced by the appropriate entry on the books of the 
Company or of a duly authorized transfer agent of the Company). However, a Participant shall be entitled to receive Dividend Equivalents with 
respect to the payment of cash dividends on Stock having a record date prior to date on which Stock Units held by such Participant are settled. 
Such Dividend Equivalents shall be paid by crediting the Participant with additional whole and/or fractional Stock Units as of the date of 
payment of such cash dividends on Stock. The method of determining the number of additional Stock Units to be so credited shall be specified 
by the Committee and set forth in the Award Agreement. Such additional Stock Units shall be subject to the same terms and conditions and 
shall be settled in the same manner and at the same time (or as soon thereafter as practicable) as the Stock Units originally subject to the Stock 
Unit Award. In the event of a dividend or distribution paid in shares of Stock or any other adjustment made upon a change in the capital 
structure of the Company as described in Section 4.2, appropriate adjustments shall be made in the Participant’s Stock Unit Award so that it 
represent the right to receive upon settlement any and all new, substituted or additional securities or other property (other than normal cash 
dividends) to which the Participant would be entitled by reason of the shares of Stock issuable upon settlement of the Award.  

                    (ii)  Settlement of Stock Unit Awards. A Participant electing to receive an Award of Stock Units pursuant to this Section 11 shall 
specify at the time of such election a settlement date with respect to such Award. The Company shall issue to the Participant as soon as 
practicable following the earlier of the settlement date elected by the Participant or the date of termination of the Participant’s Service, a 
number of whole shares of Stock equal to the number of whole Stock Units subject to the Stock Unit Award. Such shares of Stock shall be fully 
vested, and the Participant shall not be required to pay any additional consideration (other than applicable tax withholding) to acquire such 
shares. Any fractional Stock Unit subject to the Stock Unit Award shall be settled by the Company by payment in cash of an amount equal to 
the Fair Market Value as of the payment date of such fractional share.  

                    (iii)  Nontransferability of Stock Unit Awards. Prior to their settlement in accordance with the provision of the Plan, no Stock 
Unit Award shall be subject in any manner to anticipation, alienation, sale, exchange, transfer, assignment, pledge, encumbrance, or 
garnishment by creditors of the Participant or the Participant’s beneficiary,  
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except transfer by will or by the laws of descent and distribution. All rights with respect to a Stock Unit Award granted to a Participant 
hereunder shall be exercisable during his or her lifetime only by such Participant or the Participant’s guardian or legal representative.  

     12.  OTHER  STOCK -BASED AWARDS .  

     In addition to the Awards set forth in Sections 6 through 11 above, the Committee, in its sole discretion, may carry out the purpose of this 
Plan by awarding Stock-Based Awards as it determines to be in the best interests of the Company and subject to such other terms and 
conditions as it deems necessary and appropriate.  

     13.  EFFECT OF CHANGE  IN  CONTROL  ON OPTIONS AND SARS .  

          13.1 Accelerated Vesting . The Committee, in its sole discretion, may provide in any Award Agreement or, in the event of a Change in 
Control, may take such actions as it deems appropriate to provide for the acceleration of the exercisability and vesting in connection with such 
Change in Control of any or all outstanding Options and SARs and shares acquired upon the exercise of such Options and SARs upon such 
conditions and to such extent as the Committee shall determine. The previous sentence notwithstanding such acceleration shall not occur to the 
extent an Option or SAR is assumed or substituted with a substantially similar Award in connection with a Change in Control.  

          13.2 Assumption or Substitution . In the event of a Change in Control, the surviving, continuing, successor, or purchasing corporation 
or other business entity or parent thereof, as the case may be (the “Acquiring Corporation” ), may, without the consent of the Participant, 
either assume the Company’s rights and obligations under outstanding Options and SARs or substitute for outstanding Options and SARs 
substantially equivalent options or stock appreciation rights for the Acquiring Corporation’s stock. In the event that the Acquiring Corporation 
elects not to assume or substitute for outstanding Options in connection with a Change in Control, the exercisability and vesting of each such 
outstanding Option held by a Participant whose Service has not terminated prior to such date shall be accelerated, effective as of the date ten 
(10) days prior to the date of the Change in Control. Any Options or SARs which are neither assumed or substituted for by the Acquiring 
Corporation in connection with the Change in Control nor exercised as of the date of the Change in Control shall terminate and cease to be 
outstanding effective as of the date of the Change in Control. Notwithstanding the foregoing, shares acquired upon exercise of an Option or 
SAR prior to the Change in Control and any consideration received pursuant to the Change in Control with respect to such shares shall continue 
to be subject to all applicable provisions of the Award Agreement evidencing such Award except as otherwise provided in such Award 
Agreement. Furthermore, notwithstanding the foregoing, if the corporation the stock of which is subject to the outstanding Options or SARs 
immediately prior to an Ownership Change Event described in Section 2.1(y)(i) constituting a Change in Control is the surviving or continuing 
corporation and immediately after such Ownership Change Event less than fifty percent (50%) of the total combined voting power of its voting 
stock is held by another corporation or by other corporations that are members of an affiliated group within the meaning of Section 1504(a) of 
the Code without regard to the provisions of Section 1504(b) of the Code, the outstanding Options and SARs shall not terminate unless the 
Board otherwise provides in its discretion.  
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          13.3 Effect of Change in Control on Restricted Stock and Other Type of Awards . The Committee may, in its discretion, provide in 
any Award Agreement evidencing a Restricted Stock or Other Type of Award that, in the event of a Change in Control, the lapsing of any 
applicable Vesting Condition, Restriction Period or Performance Goal applicable to the shares subject to such Award held by a Participant 
whose Service has not terminated prior to the Change in Control shall be accelerated and/or waived effective immediately prior to the 
consummation of the Change in Control to such extent as specified in such Award Agreement; provided, however, that such acceleration or 
waiver shall not occur to the extent an Award is assumed or substituted with a substantially equivalent Award in connection with the Change in 
Control. Any acceleration, waiver or the lapsing of any restriction that was permissible solely by reason of this Section 13.3 and the provisions 
of such Award Agreement shall be conditioned upon the consummation of the Change in Control.  

     14.  COMPLIANCE  WITH  SECURITIES  LAW  .  

     The grant of Awards and the issuance of shares of Stock pursuant to any Award shall be subject to compliance with all applicable 
requirements of federal, state and foreign law with respect to such securities and the requirements of any stock exchange or market system 
upon which the Stock may then be listed. In addition, no Award may be exercised or shares issued pursuant to an Award unless (a) a 
registration statement under the Securities Act shall at the time of such exercise or issuance be in effect with respect to the shares issuable 
pursuant to the Award or (b) in the opinion of legal counsel to the Company, the shares issuable pursuant to the Award may be issued in 
accordance with the terms of an applicable exemption from the registration requirements of the Securities Act. The inability of the Company to 
obtain from any regulatory body having jurisdiction the authority, if any, deemed by the Company’s legal counsel to be necessary to the lawful 
issuance and sale of any shares hereunder shall relieve the Company of any liability in respect of the failure to issue or sell such shares as to 
which such requisite authority shall not have been obtained. As a condition to issuance of any Stock, the Company may require the Participant 
to satisfy any qualifications that may be necessary or appropriate, to evidence compliance with any applicable law or regulation and to make 
any representation or warranty with respect thereto as may be requested by the Company.  

     15.  TAX  WITHHOLDING  .  

          15.1 Tax Withholding in General . The Company shall have the right to deduct from any and all payments made under the Plan, or to 
require the Participant, through payroll withholding, cash payment or otherwise, including by means of a Cashless Exercise or Net Exercise of 
an Option, to make adequate provision for, the federal, state, local and foreign taxes, if any, required by law to be withheld by the Participating 
Company Group with respect to an Award or the shares acquired pursuant thereto. The Company shall have no obligation to deliver shares of 
Stock, to release shares of Stock from an escrow established pursuant to an Award Agreement, or to make any payment in cash under the Plan 
until the Participating Company Group’s tax withholding obligations have been satisfied by the Participant.  

          15.2 Withholding in Shares . The Company shall have the right, but not the obligation, to deduct from the shares of Stock issuable to a 
Participant upon the exercise or settlement of an Award, or to accept from the Participant the tender of, a number of whole shares  
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of Stock having a Fair Market Value, as determined by the Company, equal to all or any part of the tax withholding obligations of the 
Participating Company Group. The Fair Market Value of any shares of Stock withheld or tendered to satisfy any such tax withholding 
obligations shall not exceed the amount determined by the applicable minimum statutory withholding rates.  

     16.  AMENDMENT  OR TERMINATION  OF PLAN  .  

     The Board or the Committee may amend, suspend or terminate the Plan at any time. However, without the approval of the Company’s 
stockholders, there shall be (a) no increase in the maximum aggregate number of shares of Stock that may be issued under the Plan (except by 
operation of the provisions of Section 4.2), (b) no change in the class of persons eligible to receive Incentive Stock Options, and (c) no other 
amendment of the Plan that would require approval of the Company’s stockholders under any applicable law, regulation or rule. No 
amendment, suspension or termination of the Plan shall affect any then outstanding Award unless expressly provided by the Board or the 
Committee. In any event, no amendment, suspension or termination of the Plan may adversely affect any then outstanding Award without the 
consent of the Participant unless necessary to comply with any applicable law, regulation or rule.  

     17.  M ISCELLANEOUS  PROVISIONS .  

          17.1 Repurchase Rights . Shares issued under the Plan may be subject to one or more repurchase options, or other conditions and 
restrictions as determined by the Committee in its discretion at the time the Award is granted. The Company shall have the right to assign at 
any time any repurchase right it may have, whether or not such right is then exercisable, to one or more persons as may be selected by the 
Company. Upon request by the Company, each Participant shall execute any agreement evidencing such transfer restrictions prior to the receipt 
of shares of Stock hereunder and shall promptly present to the Company any and all certificates representing shares of Stock acquired 
hereunder for the placement on such certificates of appropriate legends evidencing any such transfer restrictions.  

          17.2 Provision of Information . Each Participant shall be given access to information concerning the Company equivalent to that 
information generally made available to the Company’s common stockholders.  

          17.3 Rights as Employee, Consultant or Director . No person, even though eligible pursuant to Section 5, shall have a right to be 
selected as a Participant, or, having been so selected, to be selected again as a Participant. Nothing in the Plan or any Award granted under the 
Plan shall confer on any Participant a right to remain an Employee, Consultant or Director or interfere with or limit in any way any right of a 
Participating Company to terminate the Participant’s Service at any time. To the extent that an Employee of a Participating Company other than 
the Company receives an Award under the Plan, that Award shall in no event be understood or interpreted to mean that the Company is the 
Employee’s employer or that the Employee has an employment relationship with the Company.  

          17.4 Rights as a Stockholder . A Participant shall have no rights as a stockholder with respect to any shares covered by an Award until 
the date of the issuance of such  
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shares (as evidenced by the appropriate entry on the books of the Company or of a duly authorized transfer agent of the Company). No 
adjustment shall be made for dividends, distributions or other rights for which the record date is prior to the date such shares are issued, except 
as provided in Section 4.2 or another provision of the Plan.  

          17.5 Fractional Shares . The Company shall not be required to issue fractional shares upon the exercise or settlement of any Award.  

          17.6 Severability . If any one or more of the provisions (or any part thereof) of this Plan shall be held invalid, illegal or unenforceable in 
any respect, such provision shall be modified so as to make it valid, legal and enforceable, and the validity, legality and enforceability of the 
remaining provisions (or any part thereof) of the Plan shall not in any way be affected or impaired thereby.  

          17.7 Beneficiary Designation . Subject to local laws and procedures, each Participant may file with the Company a written designation 
of a beneficiary who is to receive any benefit under the Plan to which the Participant is entitled in the event of such Participant’s death before 
he or she receives any or all of such benefit. Each designation will revoke all prior designations by the same Participant, shall be in a form 
prescribed by the Company, and will be effective only when filed by the Participant in writing with the Company during the Participant’s 
lifetime. If a married Participant designates a beneficiary other than the Participant’s spouse, the effectiveness of such designation may be 
subject to the consent of the Participant’s spouse. If a Participant dies without an effective designation of a beneficiary who is living at the time 
of the Participant’s death, the Company will pay any remaining unpaid benefits to the Participant’s legal representative.  

          17.8 Unfunded Obligation . Participants shall have the status of general unsecured creditors of the Company. Any amounts payable to 
Participants pursuant to the Plan shall be unfunded and unsecured obligations for all purposes, including, without limitation, Title I of the 
Employee Retirement Income Security Act of 1974. No Participating Company shall be required to segregate any monies from its general 
funds, or to create any trusts, or establish any special accounts with respect to such obligations. The Company shall retain at all times beneficial 
ownership of any investments, including trust investments, which the Company may make to fulfill its payment obligations hereunder. Any 
investments or the creation or maintenance of any trust or any Participant account shall not create or constitute a trust or fiduciary relationship 
between the Committee or any Participating Company and a Participant, or otherwise create any vested or beneficial interest in any Participant 
or the Participant’s creditors in any assets of any Participating Company. The Participants shall have no claim against any Participating 
Company for any changes in the value of any assets which may be invested or reinvested by the Company with respect to the Plan. Each 
Participating Company shall be responsible for making benefit payments pursuant to the Plan on behalf of its Participants or for reimbursing 
the Company for the cost of such payments, as determined by the Company in its sole discretion. In the event the respective Participating 
Company fails to make such payment or reimbursement, a Participant’s (or other individual’s) sole recourse shall be against the respective 
Participating Company, and not against the Company. A Participant’s acceptance of an Award pursuant to the Plan shall constitute agreement 
with this provision.  
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PLAN HISTORY AND NOTES TO COMPANY  

-i-  

 

      
March 21, 2006    Board adopts Plan with a reserve of Two Million (2,000,000) shares. 
       
                     , 2006    Stockholders approve Plan. 



   



   

EXHIBIT 99.2 

  

HALOZYME THERAPEUTICS REPORTS FOURTH QUARTER  
AND YEAR END 2005 FINANCIAL RESULTS  

— Conference Call and Webcast Today at 8:00 a.m. PDT —  

SAN DIEGO, March 23, 2006 – Halozyme Therapeutics, Inc. (AMEX: HTI), a biopharmaceutical company developing and commercializing 
recombinant human enzymes, today reported financial results for the three months and year ended December 31, 2005.  

“We continue to make solid progress on all fronts and are meeting our milestones, including the recent completion of our INFUSE-LR study 
and the completion of patient enrollment in our Chemophase ® Phase I clinical trial,” stated Jonathan Lim, MD, Halozyme’s President and 
CEO. “We are extremely pleased with the continued advancement of our lead oncology product candidate, Chemophase, and we are excited 
about commercializing our Hylenex product.”  

Fourth Quarter 2005 and Subsequent Weeks’ Highlights  

   

      
Halozyme Contact    Investor Relations Contacts 
David A. Ramsay    Zachary Bryant 
Chief Financial Officer    Lippert/Heilshorn & Associates 
(858) 794-8889    (310) 691-7100 
dramsay@halozyme.com    zbryant@lhai.com 

  •   The completion of patient enrollment for the Chemophase Phase I clinical trial. The initial clinical protocol for Chemophase was 
designed to evaluate a single intravesical (into the bladder) administration of Chemophase along with the widely used anticancer drug 
mitomycin in patients with superficial bladder cancer. The Phase I study completed its target enrollment of five patients with 
superficial bladder cancer. The objectives of the study were to determine the safety, tolerability and pharmacokinetics of Chemophase 
administered intravesically with mitomycin. The study was conducted at BCG Oncology in Phoenix, Arizona under the supervision of 
Donald L. Lamm, MD, the principal investigator. 

  

  •   The completion of the INFUSE-LR clinical trial, a clinical trial of subcutaneous (Sub-Q) infusion (hypodermoclysis) with Hylenex. 
The use of Hylenex preceding Sub-Q infusion of Lactated Ringer’s (LR) solution accelerated the flow rate by approximately four-fold 
versus the Sub-Q infusion following placebo, while causing less edema, and was preferred by both investigator (for 92% of subjects) 
and study subjects (92%). The IN creased F low U tilizing S ubcutaneously- E nabled L actated R inger’s clinical trial, or 



   

Fourth Quarter 2005 Financial Results  

   

      INFUSE-LR study, was designed to determine the subcutaneous infusion flow rate of LR solution with and without Hylenex, 
determine the Sub-Q infusion flow rate dose response to Hylenex over one order of magnitude of dose, and assess safety and 
tolerability. This prospective, double-blind, randomized, placebo-controlled, within-subject, dose-comparison study enrolled 54 
volunteer subjects who received Sub-Q infusions simultaneously in both upper arms through 24 gauge catheters. 

  

  •   The initiation of the INFUSE-Morphine clinical trial, a clinical trail of Sub-Q administration of morphine with Hylenex. Morphine is a 
widely used drug for pain management and is currently approved for both intravenous and subcutaneous administration. More rapid 
absorption facilitated by Hylenex via the Sub-Q route of administration could shorten the time of onset for achieving effective pain 
relief for patients, without the burden of intravenous (IV) administration. The IN creased F low U tilizing S ubcutaneously- E nabled 
M orphine clinical trial, or INFUSE-Morphine study, is designed to determine the time to maximal blood levels of morphine after 
subcutaneous administration with and without Hylenex, maximal blood levels after intravenous administration of morphine, and to 
assess safety and tolerability. The double-blind, randomized, within-patient, placebo-controlled, crossover study will enroll up to 18 
subjects. 

  

  •   The approval of Hylenex recombinant (hyaluronidase human injection) by the U.S. Food and Drug Administration (FDA) in 
December 2005 for use as an adjuvant agent to increase the absorption and dispersion of other injected drugs. Results from a clinical 
trial conducted to support the Hylenex new drug application demonstrated no allergic reactions to Hylenex and significantly reduced 
injection site discomfort. The double-blinded clinical study compared Hylenex to a saline control in 100 human volunteers. These 
volunteers were injected intradermally with Hylenex in one forearm and saline control in the other forearm, and evaluated for allergic 
responses and injection site side effects. The data showed injection site discomfort (e.g., stinging, burning, other discomfort) of 28% in 
the saline arm and 3% in the Hylenex arm. 

  •   Net loss for the fourth quarter of 2005 was $3.5 million, or $0.07 per share, compared with a net loss for the fourth quarter of 2004 of 
$2.5 million, or $0.05 per share. Net loss for the full year 2005 was $13.3 million, or $0.26 per share compared with a net loss for the 
full year 2004 of $9.1 million, or $0.26 per share. 

  •   Research and development expenses for the fourth quarter of 2005 were $2.4 million, compared with $1.7 million for the fourth 
quarter of 2004, reflecting increased research, development and manufacturing expenses associated with the Company’s Hylenex 
product and Chemophase product candidate. 

  •   Selling, general and administrative expenses for the fourth quarter of 2005 were $1.2 million, compared with $0.8 million for the 
fourth quarter of 2004, reflecting an increase in compensation and legal expenses over the prior year quarter. 



   

Conference Call  

Halozyme management will host an investment community conference call today to discuss these topics beginning at 8:00 a.m. PT (11:00 a.m. 
ET). To participate via telephone, please call 888-463-4487 for domestic callers, or 706-679-5355 for international callers. A telephone replay 
will be available for 48 hours by dialing 800-642-1687 from the U.S., or 706-645-9291 for international callers, and entering reservation 
number 6872327. The conference call will be broadcast live over the Internet at www.halozyme.com and will be available for 30 days.  

About Hylenex  

Hylenex recombinant (hyaluronidase human injection) is indicated for use as an adjuvant to increase the absorption and dispersion of other 
injected drugs, for hypodermoclysis, and as an adjunct in subcutaneous urography for improving resorption of radiopaque agents. Hylenex 
recombinant is contraindicated in patients with hypersensitivity to hyaluronidase enzyme or any other ingredient in the formulation. Warnings 
for the use of Hylenex consist of discontinuing Hylenex if sensitization occurs, and not using Hylenex to enhance the absorption and dispersion 
of dopamine and/or alpha agonist drugs, for injection into or around an infected or acutely inflamed area because of the danger of spreading 
localized infection, to reduce the swelling of bites or stings, for application directly to the cornea, or for IV injections because the enzyme is 
rapidly inactivated. Precautions for the use of Hylenex consist of incompatibility with furosemide, benzodiazepines and phenytoin, and 
recommendation for consulting appropriate references to determine the usual precautions when considering administration of Hylenex with any 
drug (e.g., when epinephrine is injected along with hyaluronidase, the precautions for the use of epinephrine in cardiovascular disease, thyroid 
disease, diabetes, digital nerve block, ischemia of the fingers and toes, etc., should be observed). A preliminary skin test for hypersensitivity to 
Hylenex can be performed. The most frequently reported adverse experiences have been local injection site reactions. Hyaluronidase has been 
reported to enhance the adverse events associated with co-administered drug products. Edema has been reported most frequently in association 
with hypodermoclysis. Allergic reactions (uticaria or angioedema) have been reported in less than 0.1% of patients receiving hyaluronidase. 
Anaphylactic-like reactions following retrobulbar block or intravenous injections have occurred, rarely. The full prescribing information for 
Hylenex should be consulted prior to prescription or administration. For full Hylenex prescribing information, visit www.hylenex.com or 
www.halozyme.com .  

About Halozyme Therapeutics, Inc.  

Halozyme is a biopharmaceutical company developing and commercializing recombinant human enzymes for the infertility, palliative care, and 
oncology markets. The company’s portfolio of products is based on intellectual property covering the family of human enzymes known as 
hyaluronidases. Halozyme’s recombinant human enzymes may replace current animal slaughterhouse-derived extracts that carry potential risks 
of animal pathogen transmission and 

   

  •   Cash and cash equivalents were $19.1 million as of December 31, 2005, compared with $6.6 million at September 30, 2005, and 
$16.0 million as of December 31, 2004. 



   

immunogenicity. The company has received FDA approval for two products: Cumulase™, the first and only recombinant human hyaluronidase 
for cumulus removal in the IVF process; and Hylenex™, for use as an adjuvant to increase the absorption and dispersion of other injected 
drugs. The versatility of the first enzyme, rHuPH20, enables Halozyme to develop the product as a medical device, drug enhancement agent, 
and therapeutic drug.  

Safe Harbor Statement  

In addition to historical information, the statements set forth above include forward-looking statements (including, without limitation, 
statements concerning the Company’s products under development, product development plans, milestones, regulatory strategy, regulatory 
filings and clinical studies) that involve risk and uncertainties that could cause actual results to differ materially from those in the forward-
looking statements. The forward-looking statements are also identified through use of the words “believe,” “enable,” “may,” “will,” “could,” 
“intends,” “estimate,” “anticipate,” “plan,” “predict,” “probable,” “potential,” “possible,” “should,” “continue,” and other words of similar 
meaning. Actual results could differ materially from the expectations contained in forward-looking statements as a result of several factors, 
including regulatory approval requirements and competitive conditions. These and other factors that may result in differences are discussed in 
greater detail in the company’s reports on Forms 10-KSB, 10-QSB and other filings with the Securities and Exchange Commission.  

[Table to Follow]  

   



   

HALOZYME THERAPEUTICS, INC.  
CONSOLIDATED STATEMENTS OF OPERATIONS — UNAUDITED  

FOR THE THREE AND TWELVE MONTHS ENDED DECEMBER 31, 2005 AND 2004  

###  

   

                                  
    Three Months Ended     Twelve Months Ended   
    December 31     December 31   
    2005     2004     2005     2004   
REVENUES:                                  
Product Sales    $ 55,863     $ —    $ 127,209     $ —  
                                   
EXPENSES:                                  
Cost of sales      20,853       —      51,968       —  
Research and development      2,411,580       1,700,762       10,220,079       6,517,254   
Selling, general and administrative      1,202,480       827,179       3,416,579       2,570,595   
     

  
    

  
    

  
    

  
  

                                   
Total Expenses      3,634,913       2,527,941       13,688,626       9,087,849   
     

  
    

  
    

  
    

  
  

                                   
LOSS FROM OPERATIONS      (3,579,050 )     (2,527,941 )     (13,561,417 )     (9,087,849 ) 
                                   
Other income (expense), net      65,564       48,829       286,044       (3,527 ) 
     

  
    

  
    

  
    

  
  

                                   
LOSS BEFORE INCOME TAXES      (3,513,486 )     (2,479,112 )     (13,275,373 )     (9,091,376 ) 
                                   
Income Tax Expense      —      —      —      —  
     

  
    

  
    

  
    

  
  

                                   
NET LOSS    $ (3,513,486 )   $ (2,479,112 )   $ (13,275,373 )   $ (9,091,376 ) 
     

  

    

  

    

  

    

  

  

                                   
Net loss per share, basic and diluted    $ (0.07 )   $ (0.05 )   $ (0.26 )   $ (0.26 ) 
     

  

    

  

    

  

    

  

  

                                   
Shares used in computing net loss per share, basic and diluted      51,721,370       47,023,700       50,317,021       35,411,127   
     

  

    

  

    

  

    

  

  


