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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

3] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended March 31, 2010
or

a TRANSITION REPORTS PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number: 0-24006

NEKTAR THERAPEUTICS
(Exact name of registrant as specified in its @rart
Delaware 94-313494C
(State or other jurisdiction of (IRS Employer
incorporation or organizatiol Identification No.)

201 Industrial Road
San Carlos, California 94070
(Address of principal executive offices)

650-631-3100
(Registrant’s telephone number, including area fode

(Former name, former address and former fiscal, ykahanged since last report)

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti8 or 15(d) of the Securities Excha
Act of 1934 during the preceding 12 months (orsiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastfgs. Yesd No[O

Indicate by check mark whether the registrant ldsnstted electronically and posted on its corpo¥&eb site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T (8232.405 of ttiapter) during the preceding 12
months (or for such shorter period that the regigtwas required to submit and post such filessMe No [J

Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See definitions of “large accelerated filaccelerated filer” and “smaller reporting coany” in Rule 12b-2 of the Exchange Act.

Large accelerated fildr] Accelerated fileid Non-accelerated fileE] Smaller reporting compariy
(Do not check if a smaller
reporting company

Indicate by check mark whether the registrantshell company (as defined by Rule 12b-2 of the Brge Act). Yed]l No M

The number of outstanding shares of the regissa@@mmon Stock, $0.0001 par value, was 94,058,63%poil 30, 2010.
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Forward-Looking Statements

This report includes “forward-looking statementsthin the meaning of Section 27A of the Securides of 1933, as amended (the
“Securities Act”), and Section 21E of the Secusitiexchange Act of 1934, as amended (the “Exchargd.All statements other than
statements of historical fact are “forward-lookstgtements” for purposes of this quarterly reparForm 10-Q, including any projections of
earnings, revenue or other financial items, aniestants regarding the plans and objectives of memnagt for future operations (including,
but not limited to, pre-clinical development, ctial trials and manufacturing), any statements awiieg proposed drug candidates or other
new products or services, any statements regafdtaoge economic conditions or performance, anyestants regarding expected benefits
from the closing of the sale of pulmonary assefddwartis on December 31, 2008, any statementsaedahe timing of the move of our
corporate headquarters to, and the estimated afgtse facility subject to the sublease with Pfjdac. dated September 30, 2009, any
statements regarding the success of our collalbagtincluding in relation to the license agreenvath AstraZeneca AB dated September
2009, any statement regarding our plans and obgcfor our collaboration with Bayer Healthcare Le@ered into in August 2007 for
BAY41-6551 (NKTR-061 or Amikacin Inhale), includingans and objectives to initiate Phase 3 clinigals, any statements regarding the
plans and timing of any transaction regarding NKI®, and any statements of assumptions underlyipgfthe foregoing. In some cases,
forward-looking statements can be identified byuke of terminology such as “may,” “will,” “expe¢tsplans,” “anticipates,” “estimates,”
“potential” or “continue,” or the negative theremfother comparable terminology. Although we beadidglvat the expectations reflected in the
forward-looking statements contained herein arsaeable, such expectations or any of the forwap#itm statements may prove to be
incorrect and actual results could differ mateyiflbm those projected or assumed in the forwaakiltg statements. Our future financial
condition and results of operations, as well asfanyard-looking statements, are subject to inherisks and uncertainties, including, but not
limited to, the risk factors set forth in Partltem 1A “Risk Factors” below and for the reasonsalbed elsewhere in this quarterly report on
Form 10-Q. All forwardiooking statements and reasons why results magrdiftluded in this report are made as of the Hateof and we d
not intend to update any forward-looking statememtsept as required by law or applicable regulati@xcept where the context otherwise
requires, in this quarterly report on Form 10-@, tG@ompany,” “Nektar,” “we,” “us,” and “our” refeto Nektar Therapeutics, a Delaware
corporation, and, where appropriate, its subsiesari

Trademarks
All Nektar brand and product names, including, fottlimited to, Nektar®, contained in this documare trademarks, registered

trademarks or service marks of Nektar Therapeititise United States (U.S.) and certain other aoemtThis document also contains
references to trademarks, registered trademarksemite marks of other companies that are thegutppf their respective owners.




PART I: FINANCIAL INFORMATION
Item 1. Condensed Consolidated Financial Statements- Unaudited:

NEKTAR THERAPEUTICS
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except per share information)
(Unaudited)

ASSETS
Current asset:
Cash and cash equivalel
Shor-term investment
Accounts receivable, net of allowance of $306 atdiis81, 2010
and nil at December 31, 2009, respecti
Inventory
Other current assets
Total current asse
Property and equipment, r
Goodwill
Other assets

Total assets

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl
Accrued compensatic
Accrued clinical trial expenst
Accrued expense
Deferred revenue, current porti
Other current liabilities
Total current liabilities
Convertible subordinated not
Capital lease obligatior
Deferred revenu
Deferred gair
Other long-term liabilities
Total liabilities
Commitments and contingenci
Stockholder' equity:

Preferred stock, $0.0001 par value; 10,000 sharémazed Series A; 3,100 shares designated; nest

issued or outstanding at March 31, 2010 and Deee®ib, 200¢

Common stock, $0.0001 par value; 300,000 sharé®anéd; 93,918 shares and 93,281 shares issue

outstanding at March 31, 2010 and December 31,,2@88ectively
Capital in excess of par vali
Accumulated other comprehensive incc
Accumulated deficit
Total stockholders’ equity
Total liabilities and stockholders’ equity

The accompanying notes are an integral part ofel@mdensed consolidated financial statements.

December
March 31, 31,
2010 2009
$ 20,57: $ 49,597
341,38t 346,61
7,70¢ 4,801
8,702 6,471
7,101 6,187
$ 385,47 $ 413,66¢
82,65( 78,26:
76,50 76,50
3,881 7,08¢
$ 548,50¢ $ 575,51¢
$ 566/ $ 3,06¢
5,704 10,05:
13,61¢ 14,16%
5,70¢ 4,35¢
90,46¢ 115,56
4,48¢ 5,81¢
$ 125,64 $ 153,01¢
214,95} 214,95}
18,35: 18,80(
75,33¢ 76,80¢
4,80¢ 5,027
4,65¢ 4.54¢
$ 443,75 $ 473,15
9 9
1,336,46; 1,327,94
1,022 1,02¢
(1,232,73)) (1,226,60)
104,75« 102,36’
$ 548,50¢ $ 575,51¢




NEKTAR THERAPEUTICS
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share information)

(Unaudited)
Three months endec
March 31,
2010 2009
Revenue
Product sales and royalti $ 358 $ 6,47(C
License, collaboration, and other 29,65¢ 3,241
Total revenue 33,237 9,711
Operating costs and expens
Cost of goods sol 4,29¢ 5,62¢
Research and developm 23,28¢ 23,36:
General and administrative 9,01: 11,02(
Total operating costs and expenses 36,59¢ 40,00¢
Loss from operation (3,359 (30,299
Non-operating income (expens:
Interest incomi 463 1,65(C
Interest expens (2,95)) (3,339
Other income (expense), net 24 45
Total nor-operating expens (2,469 (1,642
Loss before provision for income tax (5,829 (31,940
Provision for (benefit from) income taxes 30¢ (139
Net loss $ (6,130 $ (31,807
Basic and diluted net loss per share $ (0.09) $ (0.39)
Shares used in computing basic and diluted netdesshare 93,63! 92,51¢

The accompanying notes are an integral part ofé¢lmmdensed consolidated financial statements.




NEKTAR THERAPEUTICS
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net loss

(In thousands)
(Unaudited)

Adjustments to reconcile net loss to net cash usegerating activities

Depreciation and amortizatic

Stocl-based compensatic

Other noi-cash transactior
Changes in operating assets and liabilii

Accounts receivabl

Inventory

Other asset

Accounts payabl

Accrued compensatic

Accrued clinical trial expenst

Accrued expense

Deferred revenu

Other liabilities
Net cash used in operating activit
Cash flows from investing activities:

Purchases of investmer

Maturities of investment

Sales of investmen

Purchases of property and equipm

Transaction costs from Novartis pulmonary asset sal
Net cash provided by investing activiti
Cash flows from financing activities:

Payments of loan and capital lease obligat

Proceeds from issuances of common stock
Net cash provided by (used in) financing activi
Effect of exchange rates on cash and cash equigalen
Net decrease in cash and cash equiva
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

The accompanying notes are an integral part ofélmndensed consolidated financial statements.

Three months endec

March 31,
2010 2009

$ (6,130 $ (31,807
4,14¢ 3,61¢

3,744 2,32¢

(23%) 11&

(2,90¢) 5,36¢
(2,237) (4,079

(883 49¢
1,74¢ (8,095
(4,349 (6,139
(552) (2,640

1,35¢ 3,36¢
(26,56¢) (3,029
(1,302) (1,897)
$ (34,167) (42,399
(115,277 (85,299
112,07 104,45¢

8,197 -
(3,979 (5,109
- (4,766

$ 1,021 9,29(
(359 (302

4,77¢ 61
$ 4,417 (247)
(300 61
$ (29,025 (33,289
49,597 155,58

$ 20,57 122,30(




NEKTAR THERAPEUTICS
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
March 31, 2010
(Unaudited)

Note 1—Organization and Summary of Significant Accanting Policies
Organization

We are a clinical-stage biopharmaceutical compaadtjuartered in San Carlos, California and incafeorin Delaware. We are
developing a pipeline of drug candidates thataditbur PEGylation and advanced polymer conjugatentaogy platforms designed to
improve the therapeutic benefits of drugs.

Basis of Presentation and Principles of Consolidain

Our consolidated financial statements include thanfcial position, results of operations and cémivs of our whollyewned subsidiarie
Nektar Therapeutics AL, Corporation (Nektar AL),Kter Therapeutics (India) Private Limited, Nektdrefapeutics UK, Ltd. (Nektar Uk
and Aerogen, Inc. All intercompany accounts andgaations have been eliminated in consolidatior. filerger of Nektar AL, an Alabama
corporation, with and into its parent corporatibiektar Therapeutics, was made effective July 30928s of the effective date, the separate
existence of the Alabama corporation ceased, dmihts, privileges, powers and franchises of Atebama corporation are vested in Nektar
Therapeutics, the surviving corporation.

We prepared our Condensed Consolidated Finanaédigents following the requirements of the Seasitind Exchange Commission
(SEC) for interim reporting. As permitted undergbaules, certain footnotes or other financial infation that are normally required by U.S.
generally accepted accounting principles (GAAP) marcondensed or omitted. In the opinion of managenthese financial statements
include all normal and recurring adjustments thatoensider necessary for the fair presentatioruofinancial position and operating results.

Our Condensed Consolidated Financial Statementesreminated in U.S. dollars. Accordingly, chanigesxchange rates between the
applicable foreign currency and the U.S. dollat affect the translation of each foreign subsid®financial results into U.S. dollars for
purposes of reporting our consolidated financiauhes. Translation gains and losses are includeddumulated other comprehensive income
in the stockholders’ equity section of the ConddnSensolidated Balance Sheets. To date, such ctivauteanslation adjustments have not
been material to our consolidated financial positio

Revenue, expenses, assets, and liabilities candueiyg each quarter of the year. Therefore, tealte and trends in these interim
Condensed Consolidated Financial Statements mayentbte same as those for the full year.

The accompanying Condensed Consolidated Balanat Sh@f March 31, 2010, the Condensed Consolidétizeéments of Operations
for the three months ended March 31, 2010 and 28@®the Condensed Consolidated Statements of/dasis for the three months ended
March 31, 2010 and 2009 are unaudited. The CondeBsasolidated Balance Sheet data as of Decemb@089 was derived from the
audited consolidated financial statements whichirslded in our Annual Report on Form 10-K fileitmthe SEC on March 2, 2010. The
information included in this quarterly report onrff010-Q should be read in conjunction with the otidated financial statements and the
accompanying notes to those financial statementsded in our Annual Report on Form 10-K for theryended December 31, 2009.

Use of Estimates

The preparation of financial statements in confoymiith U.S. GAAP requires management to make egtsiand assumptions that
affect the reported amounts of assets and lisslitind disclosure of contingent assets and ligisilét the date of the financial statements and
the reported amounts of revenue and expenses dhengporting period. Actual results could diffeom these estimates.
Reclassifications

Certain items previously reported in specific fioah statement captions have been reclassifiednéocm to the current period

presentation. Such reclassifications do not impeetiously reported revenue, operating loss ota® or total assets, liabilities or
stockholders’ equity.




Segment Information

We operate in one business segment which focusappying our technology platforms to improve ttegfprmance of established and
novel medicines. We operate in one segment becaudausiness offerings have similar economics dhdraharacteristics, including the
nature of products and production processes, typesstomers, distribution methods and regulatonirenment. We are comprehensively
managed as one business segment by our Chief ExeQifficer and his management team.

Significant Concentrations

Our customers are primarily pharmaceutical andelslmtology companies that are located in the U.& Eamope. Our accounts receive
balance contains billed and unbilled trade recdesfyrom product sales, royalties, and collaboeatesearch agreements. We provide for an
allowance for doubtful accounts by reserving faedfically identified doubtful accounts. We genéralo not require collateral from our
customers. We regularly review our customers’ payrhéstories and associated credit risk. We havesrperienced significant credit losses
from our accounts receivable.

We are dependent on our partners and vendors tdproaw materials, drugs and devices of appropgaiality and reliability and to
meet applicable regulatory requirements. Conse@yentthe event that supplies are delayed or infeted for any reason, our ability to
develop and produce our products could be impawhith could have a material adverse effect onbmginess, financial condition and
results of operations.

Revenue
Product sales and royaltie

Product sales are primarily derived from cost-phanufacturing and supply agreements with our collation partners and revenue is
recognized in accordance with the terms of theedlagreement. We have not experienced any signtfieturns from our customers.

Generally, we are entitled to royalties from ourtpers based on their net sales once their produetapproved for commercial sale.
We recognize royalty revenue when the cash isvedeir when the royalty amount to be received tisnedble and collection is reasonably
assured.

License, collaboration and oth

We enter into technology license agreements arldbmftive research and development arrangemettigpvarmaceutical and
biotechnology partners that may involve multipléivderables. Our arrangements may contain one oerabthe following elements: upfront
fees, contract research, milestone payments, metawifag and supply, royalties, and license feeshkgeliverable in the arrangement is
evaluated to determine whether it meets the citerbe accounted for as a separate unit of acioguott whether it should be combined with
other deliverables. Revenue is recognized for esminent when there is persuasive evidence thatrangement exists, delivery has
occurred, the price is fixed or determinable, anitection is reasonably assured.

Upfront fees received for license and collaboratigeeements are recognized ratably over our exp@etformance period under the
arrangement. Management makes its best estiméte gieriod over which we expect to fulfill our flemance obligations, which may
include technology transfer assistance, clinicaktigpment activities, and manufacturing activifiesn development through the
commercialization of the product. Given the ura@ttes of research and development collaboratisiggjficant judgment is required to
determine the duration of the performance period.

Performance milestones payments received are ddfarrd recorded as revenue ratably over the pefitiche from the achievement
the milestone and our estimated date on which éxémilestone will be achieved. Management maleedst estimate of the period of time
until the next milestone is reached. Final milastpayments are recorded and recognized upon &utpihe respective milestone, provided
that collection is reasonably assured.

The original estimated amortization periods forrapf fees and milestone payments are periodicatyuated to determine if
circumstances have caused the estimate to chadgésm amortization of revenue is adjusted prosipely.




Income Taxes

We recorded a net income tax provision for our apens in India at an effective tax rate of 34%heT.S. Federal deferred tax asset
generated from our net operating loss has beenreslerved.

We account for income taxes under the liability moel, in which deferred tax assets and liabilitiesdetermined based on differences
between the financial reporting and tax reportingds of assets and liabilities and are measured asacted tax rates and laws that are
expected to be in effect when the differences apeeted to reverse. Realization of deferred tartass dependent upon future earnings, the
timing and amount of which are uncertain.

Recent Accounting Pronouncements
FASB Accounting Standards Update 2-13, Revenue Recognition (Topic 605) — Multiplen@ghble Revenue Arrangements

In October 2009, the FASB published FASB Accountitgndards Update (ASU) 2009-13, which amendsritexia to identify separate
units of accounting within Subtopic 605-25, “ReverRecognition-Multiple-Element Arrangements”. Tlegised guidance also expands the
disclosure required for multiple-element revenuargements. FASB ASU No. 2009-13 is effective fecdl years beginning on or after June
15, 2010, and may be applied retrospectively fopaliods presented or prospectively to arrangesnentered into or materially modified
after the adoption date. Early adoption is permiifieovided that the revised guidance is retroalgtispplied to the beginning of the year of
adoption. We are currently evaluating the impacddption on our financial position and result®pérations.

FASB ASU 2071-17, Revenue Recoghnition - Milestone Method (T6p%): Milestone Method of Revenue Recognition

In April 2010, the FASB codified the consensus hesitin Emerging Issues Task Force Issue No. 08Migstone Method of Revenue
Recognition.” FASB ASU No. 2010-17 provides guidamn defining a milestone and determining whenay be appropriate to apply the
milestone method of revenue recognition for redearad development transactions. FASB ASU No. 2010 is effective for fiscal years
beginning on or after June 15, 2010, and is effeatin a prospective basis for milestones achiefted the adoption date. Early adoption is
permitted provided that the revised guidance imagtively applied to the beginning of the yeaadbption. We are currently evaluating the
impact of adoption on our financial position anduiés of operations.

Note 2—Cash, Cash Equivalents, and Available-For-$alnvestments

Cash, cash equivalents, and available-for-salesinvents are as follows (in thousands):
Estimated Fair Value at

December
March 31, 31,
2010 2009
Cash and cash equivalel $ 20,572 $ 49,597
Short-term investments (less than one year to ntygtur 341,38¢ 346,614
Total cash, cash equivalents, and available-fa-salestments $ 361,95¢ $ 396,211

Our portfolio of cash, cash equivalents, and ab&ldor-sale investments includes (in thousands):

Estimated Fair Value at

December
March 31, 31,
2010 2009
Cash and money market fun $ 20,572 $ 33,104
Obligations of U.S. corporatior 175,02 160,45¢
Obligations of U.S. government agenc 99,451 125,731
U.S. corporate commercial pag 61,912 71,92:
Obligations of U.S. states and municipalities 5,001 4,99t
Total cash, cash equivalents, and available-far-galestments $ 361,95¢ $ 396,211

The primary objective of our investment activitisso preserve principal while at the same time imi&ing yields without
significantly increasing risk. To achieve this adtjee, we invest in liquid, high quality debt seitis. We use a market approach to value
Level 2 investments. The disclosed fair valuetegldo our investments is based primarily on tipered fair values in our period-end
brokerage statements. We independently validatgetfair values using available market quotes #mer information.




Our investments in debt securities are subjechterést rate risk. To minimize the exposure duant@dverse shift in interest rates,
invest in shorterm securities and maintain a weighted averagenithabf one year or less. At March 31, 2010 and&gber 31, 2009, t
average portfolio duration was approximately fiventins and the contractual maturity of any singlegtment did not exceed twelve months.

Gross unrealized gains and losses were insignifigalarch 31, 2010 and at December 31, 2009. gfbss unrealized losses were
primarily due to changes in interest rates on fixeme securities. Based on our available castoanéxpected operating cash requirements
we do not intend to sell these securities andritase likely than not that we will not be requiredsell these securities before we recover the
amortized cost basis. Accordingly, we believe thaeeno other-than-temporary impairments on thesergties and have not recorded a
provision for impairment.

The following table represents the fair value hielng for our financial assets measured at fair@a&no a recurring basis as of March 31,
2010 (in thousands):

Level 1 Level 2 Level 3 Total

Money market fund $ 16,31t $ $ — 8 16,31¢
Obligations of U.S. corporatior — 175,022 — 175,022
Obligations of U.S. government agenc — 99,451 — 99,451
U.S. corporate commercial pag — 61,912 — 61,912
Obligations of U.S. states and municipalities — 5,001 — 5,001
Cash equivalents and availe-for-sale investment $ 16,31t % 341,38t $ — 8 357,701
Cash 4,257

Cash, cash equivalents, and available-for-salesinvents $ 361,95¢

Level 1— Quoted prices in active markets for identical assetiabilities.

Level 2 — Inputs other than Level 1 that are observablegeitirectly or indirectly, such as quoted pricesdimilar assets or liabilities;
guoted prices in markets that are not active; beoinputs that are observable or can be corrobdfiay observable market data
for substantially the full term of the assets abliities.

Level 3 — Unobservable inputs that are supported by littta@mmarket activity and that are significant to thie value of the assets or
liabilities.

Note 3 —Inventory

Inventory consists of the following (in thousands):

December
March 31, 31,
2010 2009
Raw material $ 6,195 $ 5,937
Work-in-process 2,11C —
Finished goods 398 534
Total $ 8,70z $ 6,471

Inventory is manufactured upon receipt of firm gwase orders from our licensing partners. Inveniteciudes direct materials, direct
labor, and manufacturing overhead and is computeal first-in, first-out basis. Inventory is stat@the lower of cost or market and is net of
reserves of $4.8 million and $3.3 million as of EtaB1, 2010 and December 31, 2009, respectivelseiiRes are determined using specific
identification plus an estimated reserve for pagmtefective or excess inventory based on hisabegperience or projected usage.

Note 4 - Commitments and Contingencies
Legal Matters

From time to time, we may be involved in lawsudigims, investigations and proceedings, consigiirigtellectual property, commerci
employment and other matters, which arise in tlonary course of business. In accordance with thieti@gencies Topic of the FASB ASC,
we make a provision for a liability when it is bgitobable that a liability has been incurred aredaimount of the loss can be reasonably
estimated. These provisions are reviewed at lassterly and adjusted to reflect the impact of riegions, settlements, rulings, advice of
legal counsel, and other information and eventtapeng to a particular case. Litigation is inhehgminpredictable. If any unfavorable ruling
were to occur in any specific period, there exiséspossibility of a material adverse impact onrdgsults of operations of that period or on
cash flows and liquidity.




Indemnifications in Connection with Commercial Agreents

As part of our collaboration agreements with outipers related to the license, development, matuwfaand supply of drugs based on
our proprietary technologies, we generally agregefend, indemnify and hold harmless our partnens fand against third party liabilities
arising out of the applicable agreements, includirgduct liability (with respect to our activitieaipd infringement of intellectual property to
the extent the intellectual property is developgdi® and licensed to our partners. The term ofetiedemnification obligations is generally
perpetual any time after execution of the agreeniérgre is generally no limitation on the potenéialount of future payments we could be
required to make under these indemnification ohilges.

As part of our pulmonary asset sale to Novartis th@sed on December 31, 2008, we and Novartis mgatesentations and warranties
and entered into certain covenants and ancillargeagents which are supported by an indemnity otidigaln the event it was determined
that we breached any of the representations anchmtaas or covenants and agreements made by he imainsaction documents, we could
incur an indemnification liability depending on ttieing, nature, and amount of any such claims.

To date we have not incurred costs to defend lawsuisettle claims related to these indemnificatibligations. If any of our
indemnification obligations is triggered, we magun substantial liabilities. Because the obligaetbunt under these agreements is not
explicitly stated, the overall maximum amount af tibligations cannot be reasonably estimated. &hiliies have been recorded for these
obligations on our Consolidated Balance Sheet$ Baoch 31, 2010 or December 31, 2009.

Note 5 —License and Collaboration Agreements

We have entered into various license agreementscahdborative research and development agreemeitts pharmaceutical ai
biotechnology companies. Under these arrangemestaye entitled to receive license fees, upfrogtpnts, milestone payments when at
certain development or regulatory milestones ahéeaed, and/or reimbursement for research and dprednt activities. All of our reseal
and development agreements are generally cancebgbleur partners without significant financial plpato the partner. Our costs
performing these services are included in Resemmdrdevelopment expense.

In accordance with these agreements, we recordegh&é, collaboration and other revenue as follivghousands):

Three months endec

March 31,
Partner Agreement 2010 2009
AstraZeneca AE NKTR-118 and NKTF-119 $ 25,72¢ % =
Bayer Healthcare LL( BAY41-6651 (NKTF-061, Amikacin Inhale 887 1,39¢
F. Hoffmann Li-Roche Pegasy: 1,28: 20
Other 1,757 1,82¢
License, collaboration, and other revenue $ 29,65: $ 3,241

In addition, we have recorded deferred revenudingldo these agreements in our Condensed Consatdidalance Sheets as follows
thousands):

December
March 31, 31,

Partner Agreement 2010 2009
AstraZeneca AE NKTR-118 and NKTF-119 $ 76,04: $ 101,38¢
Bayer Healthcare LL( BAY41-6651 (NKTF-061, Amikacin Inhale 32,90( 33,78¢
F. Hoffmann Li-Roche Pegasy: 29,50: 30,78¢
Other 27,35¢ 26,41:

Total Deferred Revent 165,80: 192,37:
Less: current portion (90,46°) (115,56

Deferred Revenue, non-current $ 75,33¢ $ 76,80¢

AstraZeneca AB
NKTF-118 and NKTR-119

On September 20, 2009, we entered into a Licenseehgent with AstraZeneca AB, a Swedish corporgifsiraZeneca), under which
we granted AstraZeneca a worldwide, exclusive, gieigd, royalty-bearing, and sublicensable licensgeu our patents and other intellectual
property to develop, sell and otherwise commergiekploit Oral NKTR-118 and NKTR-119. AstraZenewidl bear all costs associated with
research, development and commercialization ariccasiltrol product development and commercializatiesisions for Oral NKTR-118 and
NKTR-119.




Under the terms of the agreement, AstraZenecaysaah upfront payment of $125.0 million. We exgecmortize the remaining
deferred revenue over the performance obligatisingevhich is expected to conclude with the comiplebf the technology transfer at the
end of 2010.

Bayer Healthcare LLC
BAY4:-6651 (NKTR-061, Amikacin Inhale)

On August 1, 2007, we entered into a co-developntierhse and co-promotion agreement with BayeirtHeare LLC to develop a
specially-formulated inhaled Amikacin (BAY41-665We are responsible for any future developmenhefrtebulizer device included in the
Amikacin product through the completion of Phasdidical trial, scale-up for commercialization, aoemmercial manufacturing and supply.
Bayer Healthcare LLC is responsible for most futtlneical development and commercialization coatisactivities to support worldwide
regulatory filings, approvals and related actigtifurther development of BAY41-6651 and final protdpackaging.

We received an upfront payment of $40.0 millior2607 and performance milestone payments of $20lmi We expect to
amortize the remaining deferred revenue relatedegaupfront payment through July 2021, the estichated of the life of the agreement. We
expect to amortize the remaining deferred reveelatead to the milestone payments through DecembiEd.2

F. Hoffmann La-Roche Ltd and Hoffmann-LaRoche Inc.
PEGASY!

In February 1997, we entered into a license, manuifaag and supply agreement with F. Hoffmann-LaRoLtd and Hoffmann-La
Roche Inc. (Roche), under which we granted Roclerédwide, exclusive license to use certain PEGgiamaterials in the manufacture of
PEGASYS. As aresult of Roche exercising a licangension option in December 2009, beginning ih®Roche has the right to
manufacture all of its requirements for our profanig PEGylation materials for PEGASYS and we waqedform additional manufacturing,
any, only on an as requested basis.

In connection with Roche’s exercise of the liceapion extension in December 2009, we receivedyapat of $31.0 million. We
expect to amortize the remaining deferred revehtmugh December 2015, which is the period throuplclvwe are required to provide back-
up manufacturing and supply services on an as-steddasis.

Note 6 — Stock-Based Compensation

Total stock-based compensation expense was recorden Condensed Consolidated Financial Statensntsllows (in thousands):
Three months ended

March 31,
2010 2009
Cost of goods sold, net of inventory chai $ 38 % 75
Research and development expe 1,461 662
General and administrative expense 2,24¢ 1,58¢
Total stock-based compensation costs $ 3,74¢  $ 2,32¢

Aggregate Unrecognized St-Based Compensation Expense

Aggregate total unrecognized stock-based compeamsakpense is expected to be recognized as folliovteousands):

As of

Fiscal Year March 31, 2010
2010 (remaining 9 month $ 11,85¢
2011 13,99¢
2012 9,50z
2013 6,671
2014 and thereafter 617

$ 42,64¢




Summary of Stock Option Activity

During the three months ended March 31, 2010 af®,2@e granted 3,756,925 and 3,202,200 stock opti@spectively. The weight
average grant-date fair value of options granteihduhe threenonths ended March 31, 2010 and 2009 was $5.98h@ee and $2.41 ¢
share, respectively.

Black-Scholes Assumptions

The fair values of stock-based awards are basezbtimates as of the date of grant using the B&aikeles option valuation model w
the following weighted-average assumptions:

Three months ended March 31,

2010 2009
Average ris-free interest rat 1.9% 1.5%
Volatility factor 63.0% 59.7%
Dividend yield 0.0% 0.0%
Weighted average expected | 4.8 years 5.0 year:

The average risk-free interest rate is based obJtBetreasury yield curve in effect at the timegodnts for periods commensurate with
the expected term of the stock-based award. Qumate of expected volatility is based on the dailtorical trading data of our common
stock over a historical period commensurate withekpected term of the stoblesed award. We have never paid dividends, naredexpec
to pay dividends in the foreseeable future; theeefave used a dividend yield of 0.0%.

For the three months ended March 31, 2010, we astithe weighted-average expected life basedeoadhtractual and vesting terms
of the stock options, as well as historic cancielfaind historic exercise data. Previously, theghted-average expected life was determined
using the “simplified” method, in which the expetide was based on the average of the vesting &gminthe contractual term of the option,
as permitted under Staff Accounting Bulletin TopiD.2. The change did not result in a materifiecBnce in weighted average expected
life.

For the three months ended March 31, 2010, thmestd annual forfeiture rate for director optiond sestricted stock units awards
(RSU), employee options and RSU awards, and pedocatrbased RSU awards utilized was 0%, 11%, andr@5pectively. For the three
months ended March 31, 2009, the estimated anaotfeitiire rate for director options and RSU awagdsployee options, and employee k
awards was estimated to be 15%, 11%, and 25%,asglg.

Note 7—Net Loss Per Share

Basic net loss per share is calculated based omélghted-average number of common shares outsigualdiring the periods presented.
For all periods presented in the Condensed CoraslidStatements of Operations, the net loss alailatltommon stockholders is equal to
the reported net loss. Basic and diluted net lesspare are the same due to our historical ne¢$oand the requirement to exclude potent
dilutive securities which would have an anti-digtieffect on net loss per share. The weighted geevthese potentially dilutive securities
has been excluded from the diluted net loss peestaculation and is as follows (in thousands):

Three months ended March

31,
2010 2009
Convertible subordinated not 9,98¢ 9,98¢
Stock options 8,54 14,58¢
Total 18,53: 24 57
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Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion contains forward-lookirtgtements that involve risks and uncertainties. &twal results could differ
materially from those discussed here. Factorsdbalid cause or contribute to such differences ohellbut are not limited to, those discussed
in this section as well as factors described irrt'Raltem 1A—Risk Factors.”

Overview
Strategic Direction of Our Business

We are a clinical-stage biopharmaceutical compawelbping a pipeline of drug candidates that wibzir PEGylation and advanced
polymer conjugate technology platforms to impradwe therapeutic benefits of drugs. Our proprietaodpct pipeline is comprised of drug
candidates targeted at a number of therapeutis émeluding oncology, pain, anti-infectives and iommology. We create our innovative
product candidates by using our proprietary chegnigatform to modify the chemical structure of gswising unique polymer conjugates.
Additionally, we may utilize established pharmagptotargets to engineer a new drug candidate rglgma combination of the known
properties of these targets and the attributesio€ostomized polymer chemistry. Our drug candislare designed to substantially improve
the pharmacokinetics, half-life, oral bioavailatyilimetabolism or distribution of drugs to imprabeir therapeutic efficacy.

We continue to make substantial investments tormaiaur pipeline of drug candidates from early stdigcovery research through
clinical development. We have several Phase 2cdlirtiials for NKTR-102 (PEGylated irinotecan) dited at a number of different oncology
indications including ovarian, breast, and colakctincers. In addition, we have an ongoing Phadimical trial for NKTR-105 (PEGylated
docetaxel) for patients with refractory solid tusoiVe also have other products in early discovesgarch or preclinical development.

Our focus on research and clinical developmentiregsubstantial investments that continue to megeas we advance each drug
candidate through the development cycle. While aleiee that our strategy has the potential to ersignificant value if one or more of our
drug candidates demonstrates positive clinicallt®sud receives regulatory approval in one or nmoagor markets, drug development is an
inherently uncertain process and there is a higlhof failure at every stage prior to approval #gmeltiming and outcome of clinical trial
results are very difficult to predict. Clinical ddepment success and failures can have an unpmbtiicind disproportionate positive or
negative impact on our scientific and medical pextg, financial prospects, financial condition, amarket value.

We decide on a program-tprogram basis whether we wish to continue develapimto Phase 3 pivotal clinical trials and comniedize
products on our own, or seek a partner, or purst@reination of these approaches. Following conyiedf Phase 2 development, or earlier
in the development cycle in certain circumstaneeswill generally be seeking collaborations wittear more biotechnology or
pharmaceutical companies to conduct Phase 3 dlidézeelopment, to be responsible for the regulasgryroval process and, if such drug
candidate is approved, to market and sell the oiregne or more global markets. To date, we havimpeed our proprietary drug developmr
programs prior to Phase 3 clinical development. ifiteend to explore a variety of structures for Hatmration partnership for NKTR-102 in
order to seek to maximize the value of this drugdé@ate. Whether we ultimately enter into a cadlation agreement for NKTR-102 will
depend on the partnership and other opportunttigsmay be available to us. The financial termsuath future collaborations, if any,
including, without limitation, upfront payments,\d&dopment and sales milestone payments, and rosathkyg, will be critical to the future
prospects of our business and financial condifidrere can be no assurance that any future collibosawill be available to us for NKTR-
102 or other of our development programs, on coriaky favorable terms or at all.

We also have a number of existing license and lootktion agreements with third parties who havensed our proprietary technologies
for drugs that have either received regulatory apgirin one or more markets or drug candidatesatastill in the clinical development
stage. For example, the future clinical and conwmaésuccess of Bayer’'s Amikacin Inhale (BAY41-65INKTR-061), UCB's CIMZIA,
Roche’s MIRCERA and Affymax’s Hematide, among othevill together have a material impact on our lbegn financial results and
financial condition, as will the success of BayeZipro Inhale program, in relation to which we haeetain royalty rights. Because drug
development and commercialization is subject to enams risks and uncertainties, there is a riskabafuture revenue from one or more of
these agreements will be less than we anticipate.

Historically, we entered into a number of licenad aupply contracts under which we manufacturedsapglied proprietary PEGylation
reagents on a cost-plus or fixed price basis. dtent strategy is to manufacture and supply PE{&yl reagents to support our proprietary
drug candidates or for third party collaboratorevehwe have a strategic development and commezaii@n relationship. As a result,
whenever possible, we are renegotiating or notisgaknewal of legacy manufacturing supply arrangets that do not include a strategic
development or commercialization component. Wthils will result in some revenue loss in the shiertn, product sales from these legacy
agreements are generally low-margin. Our stragdigyvs us to focus our proprietary manufacturingesxise and capacity on drugs and drug
candidates where we have significant future econapportunity.
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Key Developments and Trends in Liquidity and Cédtssource:

At March 31, 2010, we had approximately $362.0iomllin cash, cash equivalents, and short-term inversts and $240.5 million in
indebtedness. We may from time to time purchasetoe convertible subordinated notes through gasbhase or exchanges for our other
securities in open market or privately negotiatadgactions, depending on, among other factordewats of available cash and the price at
which such convertible notes are available for pase. For instance, in the fourth quarter of 20@8repurchased approximately $100.0
million in par value of our 3.25% convertible suBlioiated notes for an aggregate purchase price©8%4illion. We will evaluate similar
future transactions, if any, in light of then-ekigt market conditions. These transactions, indiaijuor in the aggregate, may be material to
our business.

In 2010, we plan to relocate all of our functionsrently located in San Carlos, California, inchgliour corporate headquarters, to a
facility in the Mission Bay area of San Francis€alifornia, which we have subleased from Pfizer It 2010, in connection with the move,
we expect to spend approximately $25.0 milliontésrant improvements to complete the Mission Bayliaand office and laboratory
equipment.

We have financed our operations primarily throughenue from product sales and royalties, developarehcommercialization
collaboration contracts and debt and equity finagsi In October 2009, we received a payment of $12hllion from AstraZeneca under the
license agreement we entered with AstraZeneca A&ldaeptember 20, 2009 (AstraZeneca License) apfaont payment for the worldwic
rights to further develop and commercialize OralTR<118 and NKTR-119. In December 2009, we alseixexl a payment of $31.0 million
from the exercise of a license option extensiowy of our existing collaboration partners. Simita2009, the results of our collaboration
partnering efforts will also have a material impawctour cash position at the end of 2010. To de&tdave incurred substantial debt as a
of our issuances of subordinated notes that areectihle into our common stock. Our substantialtdtide market price of our securities, and
the general economic climate, among other factangld have material consequences for our finaoabition and could affect our sources
of short-term and long-term funding. Our abilityrteeet our ongoing operating expenses and repaguistanding indebtedness is dependent
upon our and our partners’ ability to successfatiynplete clinical development of, obtain regulatapprovals for and successfully
commercialize new drugs. Even if we or our partra@essuccessful, we may require additional caftabntinue to fund our operations and
repay our debt obligations as they become due.eTtem be no assurance that additional funds, ifxdreh required, will be available to us
favorable terms, if at all.

Results of Operations
Three Months Ended March 31, 2010 and 2009

Revenue (in thousands, except percente

Three Three
months months Percentage
ended ended Increase / Increase /
March 31, March 31, (Decrease) (Decrease)
2010 2009 2010 vs. 200 2010 vs. 200
Product sales and royalti $ 3,582 % 6,47C $ (2,886 (45%)
License, collaboration and other 29,65: 3,241 26,41: >10(%
Total revenue $ 33,237 $ 9,711 $ 23,52¢ >100%

Our revenue is derived from our collaboration agreets, under which we may receive license feegstoihe payments based on clin
progress, regulatory progress or net sales achiemesimcontract research payments, royalties oryotaghles revenue. Significant variation
the timing of receipt of cash payments and ourgaitmn of revenue can result from the nature ghdicant milestone payments based on
execution of new collaboration agreements, thengnaif clinical, regulatory or sales events whictenfresult in single milestone payments
and the timing and success of the commercial laohcew drugs by our collaboration partners.

Product Sales and Royalti

Product sales include cost-plus and fixed priceufeniuring and supply agreements with our collationgpartners. We also receive
royalty revenue from certain of our collaborati@artpers based on their net sales once their preduetapproved for commercial sale.

The decrease in product sales and royalties fothttee months ended March 31, 2010 compared tthtke months ended March 31,
2009 is primarily attributable to lower productesalolumes to our collaboration partners. Thergrof shipments is based on the demand
and requirements of our collaboration partnersiamebt ratable through the year. We expect qusrpgoduct sales volumes to increase in
remainder of 2010.
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License, Collaboration and Oth

License, collaboration and other revenue inclugesréization of upfront payments and performanceestdne payments received in
connection with our license and collaboration agreets and reimbursed research and developmentsegeiihe level of license,
collaboration and other revenue depends in pam tip® estimated amortization period of the upfaomd milestone payments, the
achievement of future milestones, the continuatibexisting collaborations, the amount of reimbdrsesearch and development work, and
the signing of new collaborations.

For the three months ended March 31, 2010, the#aser in license, collaboration and other revenugened to the three months ended
March 31, 2009 is primarily attributable to the &Hillion recognized of the $125.0 million upfrquayment received from AstraZeneca in
October 2009 for NKTR-118 and NKTR-119.

Cost of Goods Sold and Product Gross Margin (irudands, except percentages)

Three Three Percentage
months months Increase / Increase /
ended ended (Decrease) (Decrease)
March 31, March 31, 2010 vs. 2010 vs.
2010 2009 2009 2009
Cost of goods sol $ 4,29 3 5,62¢ $ (1,330 (24%)
Product gross prof $ (7112 % 844 $ (1,55¢€) >(100%)
Product gross marg (20%) 13%

For the three months ended March 31, 2010 compgartee three months ended March 31, 2009, the dseri@ product gross margin is
primarily attributable to the decrease in prodadé shipments and increase in reserves recogniz@tdthe three months ended March 31,
2010. As aresult of the fixed cost base assatiatth our manufacturing activities, we expect prodgross margin to fluctuate in future
periods depending on the level of manufacturinggsdrom our customers.

Research and Development Expense (in thousandsptgxercentages

Three Three
months months Percentage
ended ended Increase / Increase /
March 31, March 31, (Decrease) (Decrease)
2010 2009 2010 vs. 200 2010 vs. 200
Research and development expe $ 23,28t $ 23,36: $ (77) 0%

Research and development expense consists primoaplgrsonnel costs, including salaries, beneditsl, stock-based compensation,
clinical studies performed by contract researclanizations, materials and supplies, licenses agsl Bnd overhead allocations consisting of
various support and facilities related costs. Whilsearch and development expense remained atstenmt level for the three months ended
March 31, 2010 compared to the three months endsadhivd1, 2009, the components of research anda@weint expense changed after we
entered into the AstraZeneca License for NKTR-1A@ dKTR-119 and the completion of our researchdexklopment facility in India.

Research and development expense related to NKBRyid NKTR-119 for the three months ended MarcH2809 totaled
approximately $4.4 million compared to $0.5 millimnthe same period of 2010. In addition, outsigdending with contract manufacturing
and contract research organizations decreaseddigpamately $0.6 million for the three months endiéalrch 31, 2010 compared to the three
months ended March 31, 2009. These decreasesfferet by the following increases: $1.0 milliorciease for the NKTR-102 program as
we continue the Phase 2 clinical trials for ourdsteovarian and colorectal cancer programs; $@l®mincrease for our India operations
after the completion of the India research facil#g.7 million increase in U.S. employee costs essalt of headcount additions and salary
benefit cost increases; and $0.8 million increaseoin-cash stock-based compensation expense.

General and Administrative Expense (in thousankisegt percentages)

Three Three
months months Percentage
ended ended Increase / Increase /
March 31, March 31, (Decrease) (Decrease)
2010 2009 2010 vs. 200 2010 vs. 200
General and administrative expel $ 9,01t $ 11,02( $ (2,007%) (18%)

13




General and administrative expense is associatihdadministrative staffing, business developmertketing, and legal. For the three
months ended March 31, 2010 compared to the thosghs ended March 31, 2009, the decrease is atthlkeuto reductions in headcount and
outside professional services. Allocation of cogpe-wide overhead costs, including facilities, lammesources, information systems, and
procurement, to general and administrative expdesesased as a result of the decreased headcageriénal and administrative departme
while total company headcount remained at a camdisvel. Outside professional services relabddgal, accounting, market research,
recruiting, and other consulting decreased by #iilBon for the three months ended March 31, 20&Mpared to the three months ended
March 31, 2009. Partially off-setting these dases, non-cash stock-based compensation expensasead by $0.7 million due to additional
stock option and RSU grants and higher stock price.

Interest Income and Interest Expense (in thousaextept percentage

Three Three
months months Percentage
ended ended Increase / Increase /
March 31, March 31, (Decrease) (Decease)
2010 2009 2010 vs. 200 2010 vs. 200
Interest incom $ 462 % 1,65 $ (1,187 (72%)
Interest expens $ (2,950 $ (3,337 $ (38€) (12%)

The decrease in interest income for the threeths ended March 31, 2010 compared to the threghm@nded March 31, 2009 is a
result of decreased market interest rates recdorenlir cash and short-term investments.

Liquidity and Capital Resources

We have financed our operations primarily througdenue from partner licensing, collaboration andwufa@cturing agreements, public
and private placements of debt and equity secsritied financing of equipment acquisitions andadeitenant leasehold improvements.

We had cash, cash equivalents and short-term imeggs in marketable securities of $362.0 milliod ardebtedness of $240.5 million,
including $215.0 million of 3.25% convertible subrated notes due September 2012, $20.0 milliaapital lease obligations, and $5.5
million in other liabilities as of March 31, 2010.

Due to the continuing adverse environment in tieglicmarkets, we may experience reduced liquidity wespect to some of our short-
term investments. These investments are generalilytb maturity, which is less than one year. Hosveif the need arose to liquidate such
securities before maturity, we may experience Bsseliquidation. At March 31, 2010, the averageetito maturity of the investments helc
our portfolio was approximately five months and tle@tractual maturity of any single investment ad exceed twelve months. To date we
have not experienced any liquidity issues with eespo these securities, but should such issuss,ame may be required to hold some, or all,
of these securities until maturity. We believe tlaten allowing for potential liquidity issues withspect to these securities, our remaining
cash, cash equivalents, and short-term investrahtse sufficient to meet our anticipated cashage#or at least the next twelve months.
Based on our available cash and our expected apgish requirements, we do not intend to sefldleecurities and it is more likely than
not that we will not be required to sell these siies before we recover the amortized cost basisordingly, we believe there are no other-
than-temporary impairments on these securitieshané not recorded a provision for impairment.

Cash flows from operating activities

Cash flows used in operating activities for thethmonths ended March 31, 2010 totaled $34.2 mijlidhich includes $7.2 million for
employee bonus payments related to services peefbrm2009, $3.5 million for interest payments om convertible subordinated notes, and
$23.5 million of other net operating cash uses.aBee of the nature and timing of certain cash ptgg@ind payments, net cash utilization is
not expected to be ratable over the four quartetiseoyear.

For the three months ended March 31, 2009, cashinggperations included $4.7 million for employmus payments related to
services performed in 2008, $3.5 million for in&rpayments on our convertible subordinated n&23, million for severance payments,
$31.5 million of other net operating cash uses.

Cash flows from investing activities
We purchased $4.0 million and $5.1 million of prdpend equipment in the three months ended Matgt2810 and 2009, respectively.
During the three months ended March 31, 2009, viet &8 million of previously expensed transactmsts related to the sale of certain

assets related to our pulmonary business, assdd¢atknology and intellectual property to Novanibjch was completed on December 31,
2008.
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Cash flows from financing activities

We received $4.8 million from issuances of commimelsto employees during the three months endeaiViat, 2010, resulting in net
cash provided by financing activities. Cash usefin@ncing activities was not significant for the¢e months ended March 31, 2009.

Contractual Obligations

There were no material changes during the threg¢lm@anded March 31, 2010 to the summary of contehctbligations included in our
Annual Report on Form 10-K for the year ended Ddwemn31, 2009.

Off-Balance Sheet Arrangements
We do not utilize off-balance sheet financing agements as a source of liquidity or financing.
Recent Accounting Pronouncements
FASB Accounting Standards Update 2-13, Revenue Recognition (Topic 605) — MultiplenBehble Revenue Arrangements

In October 2009, the FASB published FASB Accountttgndards Update (ASU) 2009-13, which amendsritexia to identify separate
units of accounting within Subtopic 605-25, “ReverRecognition-Multiple-Element Arrangements”. Tlkeised guidance also expands the
disclosure required for multiple-element revenuargements. FASB ASU No. 2009-13 is effective fecdl years beginning on or after June
15, 2010, and may be applied retrospectively fopaliods presented or prospectively to arrangesnentered into or materially modified
after the adoption date. Early adoption is permiitieovided that the revised guidance is retroalstimpplied to the beginning of the year of
adoption. We are currently evaluating the impaaaddption on our financial position and result®pérations.

FASB ASU 201-17, Revenue Recognition - Milestone Method (T60%): Milestone Method of Revenue Recognition

In April 2010, the FASB codified the consensus hesitin Emerging Issues Task Force Issue No. 08Mig&stone Method of Revenue
Recognition.” FASB ASU No. 2010-17 provides guidamn defining a milestone and determining whenay be appropriate to apply the
milestone method of revenue recognition for redearad development transactions. FASB ASU No. 2010 is effective for fiscal years
beginning on or after June 15, 2010, and is effeain a prospective basis for milestones achiefted the adoption date. Early adoption is
permitted provided that the revised guidance i®egtively applied to the beginning of the yeaadbption. We are currently evaluating the
impact of adoption on our financial position andulés of operations.

Item 3. Quantitative and Qualitative Disclosures abut Market Risk

Our market risks at March 31, 2010 have not chasgguficantly from those discussed in Iltem 7A of dnnual Report on Form 10-K
for the year ended December 31, 2009 on file withSecurities and Exchange Commission.

Iltem 4. Controls and Procedures
Disclosure Controls and Procedures

We maintain disclosure controls and proceduresatetiesigned to ensure that information requivdaetdisclosed in our Securities
Exchange Act reports is recorded, processed, suimadaand reported within the time periods spedifiethe SEGCS rules and forms, and tt
such information is accumulated and communicatadanagement, including our Chief Executive Offiaed Chief Financial Officer, as
appropriate, to allow timely decisions regardinguieed financial disclosure.

As of the end of the period covered by this repue ,carried out an evaluation, under the supenviaiad with the participation of our
management, including our Chief Executive Officed £hief Financial Officer, of the effectivenesstod design and operation of our
disclosure controls and procedures pursuant to @@ Act Rule 13a-15. Based upon, and as of theeadathis evaluation, our Chief
Executive Officer and Chief Financial Officer comdéd that our disclosure controls and procedures eféective.

Changes in Internal Control Over Financial Reporting
We continuously seek to improve the efficiency affdctiveness of our internal controls. This resuitrefinements to processes

throughout the Company. However, there was no ah@amgur internal control over financial reportitigat occurred in the three months er
March 31, 2010 that has materially affected, aeasonably likely to materially affect, our intekeantrol over financial reporting.
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Limitations on the Effectiveness of Controls

Our management, including our Chief Executive @ifiand Chief Financial Officer, does not expect tha disclosure controls and
procedures or our internal control over financedarting will prevent all error and all fraud. Ardool system, no matter how well conceived
and operated, can provide only reasonable, notaties@ssurance that the objectives of the cosysiem are met. Because of the inherent
limitations in all control systems, no evaluatidrcontrols can provide absolute assurance thaballrol issues and instances of fraud, if any,
within the company have been detected. These inhbngtations include the realities that judgmeimslecision-making can be faulty, and
that breakdowns can occur because of simple evrarsstakes. Additionally, controls can be circumtesl by the individual acts of some
persons, by collusion of two or more people or lanagement override of the control. The design gfsyistem of controls also is based in
part upon certain assumptions about the likelihoffditure events, and there can be no assurantarifalesign will succeed in achieving its
stated goals under all potential future conditiddger time, controls may become inadequate beaafuseanges in conditions, or the degree
of compliance with the policies or procedures matedorate. Because of the inherent limitationa gost-effective control system,
misstatements due to error or fraud may occur anda detected.

Approval of Non-Audit Services
In the three months ended March 31, 2010, the ADdithmittee of the Board of Directors approved agnately $12,300 in non-audit

related services related to tax compliance andsadyiservices to be provided by Ernst & Young LbBr independent registered public
accounting firm.
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PART II: OTHER INFORMATION
Item 1. Legal Proceedings

Reference is hereby made to our disclosures in&L®tters” under Note 4 of the Notes to ConderBensolidated Financial
Statements in this Quarterly Report on Form 10-@the information under the heading “Legal Mattdssincorporated by reference herein.

Item 1A. Risk Factors

Investors in Nektar Therapeutics should carefutigysider the risks described below before makingeestment decision. The risks
described below may not be the only ones relatngut company. This description includes any matetianges to and supersedes the
description of the risk factors associated with lousiness previously disclosed in Iltem 1A of ounAal Report on Form 10-K for the twelve
months ended December 31, 2009. Additional riskswre currently believe are immaterial may alsodmpur business operations. Our
business, results of operation, financial condjtmash flow and future prospects and the tradifmgef our common stock and our abilities to
repay our convertible notes could be harmed asudtref any of these risks, and investors may &lker part of their investment. In assessing
these risks, investors should also refer to theratiformation contained or incorporated by refeeeim this Quarterly Report on Form 10-Q
and our Annual Report on Form XOfor the year ended December 31, 2009, includimgoonsolidated financial statements and relatdes;
and our other filings made from time to time wille tSecurities and Exchange Commission (SEC).

Risks Related to Our Business

Drug development is an inherently uncertain procesand there is a high risk of failure at every stagef development and development
failures can significantly harm our business.

We have a number of proprietary product candidaespartnered product candidates in research arelogenent ranging from the early
discovery research phase through preclinical tg<tind clinical trials. Preclinical testing and dil trials are long, expensive and highly
uncertain processes. It will take us, or our cdlalive partners, several years to complete clinizls. Drug development is an uncertain
scientific and medical endeavor and failure carxpeetedly occur at any stage of clinical developtesen after early preclinical or mid-
stage clinical results suggest that the drug cateitas potential as a new therapy that may bguafénts and health authority approval
would be anticipated. Typically, there is a higteraf attrition for product candidates in precladiand clinical trials due to scientific
feasibility, safety, efficacy, changing standaréfismedical care and other variables. We or oumeaist have a number of important product
candidates in mid- to late-stage development sadBager’'s Amikacin Inhale, Oral NKTR-118 (oral PH&gd naloxol) and NKTR-119
which we partnered with AstraZeneca, Affymax’s Héide, and NKTR-102 (PEGylated irinotecan) in a nembf oncology indications
including breast, colorectal and ovarian canc®v® also have an ongoing Phase 1 clinical triaNiTR-105 (PEGylated docetaxel) for
patients with refractory solid tumors. Any onetloése trials could fail at any time as clinical diepment of drug candidates presents
numerous unpredictable risks and is very uncegall times prior to regulatory approval by onerare health authorities in major markets.

Even with success in preclinical testing and clina trials, the risk of clinical failure remains high prior to regulatory approval.

A number of companies in the pharmaceutical antebimology industries have suffered significantoue$een setbacks in later stage
clinical trials (i.e., Phase 2 or Phase 3 trials® tb factors such as inconclusive efficacy resut$ adverse medical events, even after
achieving positive results in earlier trials thatres satisfactory both to them and to reviewing l&guy agencies. Although we announced
positive Phase 2 clinical results for Oral NKTR-1®8al PEGylated naloxol) in 2009, there are stilbstantial risks and uncertainties
associated with the future commencement and outadrad’hase 3 clinical trial and the regulatoryigevprocess even following the
AstraZeneca transaction. While NKTR-102 (PEGylatgmbtecan) continues in Phase 2 clinical develeptifor multiple cancer indications,
it is possible this product candidate could faibime or all of the cancer indications in whictsiturrently being studied due to efficacy, safety
or other commercial or regulatory factors. In thuarter ended March 31, 2010, we announced preimipositive results from stage one of
our Phase 2 trial for ovarian cancer patients. s€lresults were based on preliminary data onlysact results could change based on final
data gathering and analysis review proceduresddition, the preliminary results from stage 1ref NKTR-102 clinical study for ovarian
cancer is not necessarily indicative or predict¥¢he future results from stage 2 of this clinisaldy or the other cancer indication where we
are studying NKTR-102. As a result, there remaisggnificant uncertainty as to the success onffaibf NKTR-102 and whether this drug
candidate will eventually receive regulatory ap@ilawr be a commercial success even if approvechbyoo more health authorities in any of
the cancer indications for which it is being studid he risk of failure is increased for our prodc@ndidates that are based on new
technologies, such as the application of our ads@molymer conjugate technology to small molecuteduding without limitation Oral
NKTR-118, Oral NKTR-119, NKTR-102, NKTR-105 and otheug candidates currently in the discovery researgtreclinical development
phases. If our PEGylation and advanced polymejugarte technologies fail to generate new drug aatds with positive clinical trial resu
and approved drugs, our business, results of apesatand financial condition would be materialbrimed.
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If we are unable to establish and maintain collabaation partnerships on attractive commercial termsour business, results of
operations and financial condition could suffer.

We intend to continue to seek partnerships withrplageutical and biotechnology partners to fundréigno of our research and
development expenses and develop and commercilizeroduct candidates, including NKTR-102. In epbver 2009, we entered into a
license agreement with AstraZeneca for NKTR-118 K@'R-119 which included an upfront payment of $IPillion. The completion of
the AstraZeneca transaction was critical to ouarfizial results and financial condition for the yeaded December 31, 2009. We intend to
explore a variety of transaction structures fookaboration partner for NKTR-102. Whether we miléitely enter into a collaboration
agreement for NKTR-102 will depend on the partnigrsind other opportunities that may be availablesto Our ability to successfully
conclude a collaboration partnership for NKTR-1@02commercially favorable terms, or at all, will leaa significant impact on our business
and financial position in 2010. The timing of amyure partnership, as well as the terms and camditof the partnership, will affect our
ability to benefit from the relationship. If we anaable to find suitable partners or to negotiatéaborative arrangements with favorable
commercial terms with respect to our existing autdre product candidates or the licensing of odnnelogy, or if any arrangements we
negotiate, or have negotiated, are terminatedbuosiness, results of operations and financial ¢cadcould suffer.

We may not be able to obtain intellectual propertylicenses related to the development of our technag on a commercially reasonable
basis, if at all.

Numerous pending and issued U.S. and foreign pétgits and other proprietary rights owned by thiedties relate to pharmaceutical
compositions, medical devices and equipment antiodstfor preparation, packaging and delivery ofrptaeutical compositions. We
cannot predict with any certainty which, if anytera references will be considered relevant toaswur collaborative partnerg2chnology b
authorities in the various jurisdictions where stights exist, nor can we predict with certaintyigih) if any, of these rights will or may be
asserted against us by third parties. In cedases, we have existing licenses or cross-licemglbghird parties however the scope and
adequacy of these licenses is very uncertain ane¢ltange substantially during long development@mmercialization cycles for
biotechnology and pharmaceutical products. Tharebe no assurance that we can obtain a liceragyttechnology that we determine we
need on reasonable terms, if at all, or that wédcdevelop or otherwise obtain alternate technoldigwe are required to enter into a license
with a third party, our potential economic benéditthe products subject to the license will be idished. The failure to obtain licenses on
commercially reasonable terms, or at all, if neederlild have a material adverse effect on us.

If any of our pending patent applications do not isue, or are deemed invalid following issuance, weay lose valuable intellectual
property protection.

The patent positions of pharmaceutical, medicalogeand biotechnology companies, such as ourgjrarertain and involve complex
legal and factual issues. We own approximately (& and approximately 380 foreign patents andrabmar of pending patent applications
that cover various aspects of our technologieshéle filed patent applications, and plan to filditidnal patent applications, covering
various aspects of our PEGylation and advancedpaiyconjugate technologies and our proprietary gecbdandidates. There can be no
assurance that patents that have issued will e &atl enforceable or that patents for which wdyamil issue with broad coverage, if at all.
The coverage claimed in a patent application casidgraficantly reduced before the patent is issaied, as a consequence, our patent
applications may result in patents with narrow cage. Since publication of discoveries in scieatifi patent literature often lags behind the
date of such discoveries, we cannot be certainnbawere the first inventor of inventions covergdooir patents or patent applications. As
part of the patent application process, we may haparticipate in interference proceedings dedlidmethe U.S. Patent and Trademark
Office, which could result in substantial cost & aven if the eventual outcome is favorable. Furtan issued patent may undergo further
proceedings to limit its scope so as not to prowd&ningful protection and any claims that havedds or that eventually issue, may be
circumvented or otherwise invalidated. Any attemapénforce our patents or patent application rigbtsld be time consuming and costly. An
adverse outcome could subject us to significabilitees to third parties, require disputed rightsbe licensed from or to third parties or
require us to cease using the technology in disjiiuen if a patent is issued and enforceable, lsscdavelopment and commercialization of
pharmaceutical products can be subject to subatatgiays, patents may expire early and providg ardhort period of protection, if any,
following commercialization of related products.
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There are many laws, regulations and judicial desssthat dictate and otherwise influence the maime/hich patent applications are
filed and prosecuted and in which patents are gtaahd enforced. Changes to these laws, regulaimhfudicial decisions are subject to
influences outside of our control and may negayiedfect our business, including our ability to abtmeaningful patent coverage or
enforcement rights to any of our issued patentsv Mevs, regulations and judicial decisions may dteoactive in effect, potentially reducing
or eliminating our ability to implement our pateetated strategies to these changes. Changes $oregulations and judicial decisions that
affect our business are often difficult or impossito foresee, which limits our ability to adequpigdapt our patent strategies to these
changes.

The commercial potential of a drug candidate in deglopment is difficult to predict and if the market size for a new drug is
significantly smaller than we anticipated, it couldsignificantly and negatively impact our revenue, esults of operations and financial
condition.

It is very difficult to estimate the commercial potial of product candidates due to factors suctaéesty and efficacy compared to other
available treatments, including potential generimdalternatives with similar efficacy profiles,arfging standards of care, third party payer
reimbursement, patient and physician preferenbesavailability of competitive alternatives thatyremerge either during the long drug
development process or after commercial introdu¢tamd the availability of generic versions of successful product candidates following
approval by health authorities based on the expiraif regulatory exclusivity or our inability tagvent generic versions from coming to
market in one or more geographies by the assesfione or more patents covering such approved difugLie to one or more of these risks
the market potential for a product candidate isdothan we anticipated, it could significantly arebatively impact the commercial terms of
any collaboration partnership potential for suobdurct candidate or, if we have already enteredantollaboration for such drug candidate,
the revenue potential from royalty and milestongnpents could be significantly diminished and wonddyatively impact our revenue, results
of operations and financial condition.

Our revenue is exclusively derived from our collabmtion agreements, which can result in significanfluctuation in our revenue from
period to period, and our past revenue is therefor@ot necessarily indicative of our future revenue.

Our revenue is derived from our collaboration agreets with partners, under which we may receivdraghresearch payments,
milestone payments based on clinical progressJa&gy progress or net sales achievements, rogadtienanufacturing revenue. Significant
variations in the timing of receipt of cash paynsesutd our recognition of revenue can result froenrthture of significant milestone payme
based on the execution of new collaboration agreé&nthe timing of clinical, regulatory or saleeats which result in single milestone
payments and the timing and success of the comatdacinch of new drugs by our collaboration parn&he amount of our revenue derived
from collaboration agreements in any given peridtidepend on a number of unpredictable factorsluding our ability to find and maintain
suitable collaboration partners, the timing of tiegyotiation and conclusion of collaboration agresisigith such partners, whether and when
we or our partner achieve clinical and sales nuless, whether the partnership is exclusive or weretle can seek other partners, the timing
of regulatory approvals in one or more major meaglestd the market introduction of new drugs or genarsions of the approved drug, as
well as other factors.

If our partners, on which we depend to obtain regudtory approvals for and to commercialize our partneed products, are not
successful, or if such collaborations fail, the defopment or commercialization of our partnered prodicts may be delayed or
unsuccessful.

When we sign a collaborative development agreemelitense agreement to develop a product candigiitea pharmaceutical or
biotechnology company, the pharmaceutical or bloietogy company is generally expected to:

« design and conduct large scale clinical stuc
» prepare and file documents necessary to obtainrgment approvals to sell a given product candidate;or
* market and sell our products when and if they ppraved.

Our reliance on collaboration partners poses a rumbrisks to our business, including risks that:

e we may be unable to control whether, and the extewhich, our partners devote sufficient resoutoethe development programs or
commercial marketing and sales effo

+ disputes may arise in the future with respect goawnership of rights to technology or intellectpedperty developed with partne
» disagreements with partners could lead to delaysritermination of, the research, developmentoonmmercialization of product

candidates or to litigation or arbitration procewgs;
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e contracts with our partners may fail to providenith significant protection, or to be effectivelgferced, in the event one of our
partners fails to perforn

e partners have considerable discretion in electihgther to pursue the development of any additipraduct candidates and may
pursue alternative technologies or products eihetheir own or in collaboration with our competsiy

» partners with marketing rights may choose to defateer resources to the marketing of our partnereducts than they do to
products of their own development or produc-licensed from other third partie

« the timing and level of resources that our partdedicate to the development program will affeettiming and amount of revenue
we receive

* we do not have the ability to unilaterally termmaigreements (or partners may have extension ewedmights) that we believe are
not on commercially reasonable terms or consistéhtour current business strate

e partners may be unable to pay us as expectec

e partners may terminate their agreements with uat@nally for any or no reason, in some cases thighpayment of a termination fee
penalty and in other cases with no terminationpiesalty.

Given these risks, the success of our current atude partnerships is highly unpredictable andhaare a substantial negative or positive
impact on our business. We have entered into ami&dions in the past that have been subsequenthyrtated, such as our collaboration with
Pfizer for the development and commercializatiombfled insulin that was terminated by Pfizer iovidmber 2007. If other collaborations
are suspended or terminated, our ability to comialkze certain other proposed product candidatesdcalso be negatively impacted. If our
collaborations fail, our product development or coencialization of product candidates could be detiagr cancelled, which would
negatively impact our business, results of openatend financial condition.

If we or our partners do not obtain regulatory approval for our product candidates on a timely basidf at all, or if the terms of any
approval impose significant restrictions or limitations on use, our business, results of operationsdfinancial condition will be
negatively affected.

We or our partners may not obtain regulatory applréar product candidates on a timely basis, #lgtor the terms of any approval
(which in some countries includes pricing approvadly impose significant restrictions or limitatioms use. Product candidates must undergo
rigorous animal and human testing and an exteriddA& mandated or equivalent foreign authorities'ieewprocess for safety and efficacy.
This process generally takes a number of yearsemdres the expenditure of substantial resoues.time required for completing testing
and obtaining approvals is uncertain, and the FBdather U.S. and foreign regulatory agencies lsabstantial discretion to terminate
clinical trials, require additional clinical dev@lment or other testing at any phase of developnaetdy or withhold registration and
marketing approval and mandate product withdrawaddiding recalls. In addition, undesirable siffeets caused by our product candidates
could cause us or regulatory authorities to infgrrdelay or halt clinical trials and could resalta more restricted label or the delay or denial
of regulatory approval by regulatory authorities.

Even if we or our partners receive regulatory approf a product, the approval may limit the indezhuses for which the product may
marketed. Our partnered products that have obtaegadatory approval, and the manufacturing proeesésr these products, are subject to
continued review and periodic inspections by théARIDd other regulatory authorities. Discovery freath review and inspection of
previously unknown problems may result in restoict on marketed products or on us, including wafal or recall of such products from
the market, suspension of related manufacturingadioes or a more restricted label. The failureltain timely regulatory approval of
product candidates, any product marketing limitagior a product withdrawal would negatively impawt business, results of operations and
financial condition.

We are a party to numerous collaboration agreementand other significant agreements which contain coplex commercial terms that
could result in disputes, litigation or indemnificaion liability that could adversely affect our busness, results of operations and
financial condition.

We currently derive, and expect to derive in the$eeable future, all of our revenue from collaboneagreements with biotechnology
and pharmaceutical companies. These collaboratjmeaents contain complex commercial terms, inolydi

« clinical development and commercialization obligat that are based on certain commercial reasaregsgerformance standards
that can often be difficult to enforce if disputesse as to adequacy of performar
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» research and development performance and reimbaergashligations for our personnel and other resesiedlocated to partnered
product development progran

« clinical and commercial manufacturing agreemerm)esof which are priced on an actual cost basigffoducts supplied by us to our
partners with complicated cost allocation formwdasl methodologie:

» intellectual property ownership allocation betwesrand our partners for improvements and new invesideveloped during the
course of the partnershi

« royalties on end product sales based on a numbmmoplex variables, including net sales calculatjagreography, patent life, generic
competitors, and other factors; ¢

* indemnity obligations for thir-party intellectual property infringement, produetility and certain other claim

On September 20, 2009, we entered into a worldeidtusive license agreement with AstraZeneca fefftinther development and
commercialization of NKTR-118 and NKTR-119. In #&ouh, we have also entered into complex commemmgeements with Novartis in
connection with the sale of certain assets relatexir pulmonary business, associated technolodyirdellectual property to Novartis (the
Novartis Pulmonary Asset Sale), which was complete@®ecember 31, 2008. Our agreements with Astr@Zaeand Novartis conta
complex representations and warranties, covenadtsndemnification obligations that could resulsimbstantial future liability and harm our
financial condition if we breach any of our agreatseavith AstraZeneca or Novartis or any third patyeements impacted by this complex
transaction. As part of the Novartis Pulmonary A&ade, we entered an exclusive license agreemiémiNevartis Pharma pursuant to which
Novartis Pharma grants back to us an exclusiveyacable, perpetual, roya-free and worldwide license under certain spegiéitent rights
and other related intellectual property rights ssegy for us to satisfy certain continuing contratbbligations to third parties, including in
connection with development, manufacture, salecmmimercialization activities related to our pargteprogram for BAY41-6551 with
Bayer Healthcare LLC . We also entered into a seragreement pursuant to which we have subcontréxtdovartis certain services to be
performed related to our partnered program for BAYS51 and a transition services agreement pursaaviiich Novartis and we provided
each other with specified services for limited tipeziods following the closing of the Novartis Palnary Asset Sale to facilitate the transi
of the acquired assets and business from us torhiva

From time to time, we have informal dispute resolutiscussions with third parties regarding thprapriate interpretation of the
complex commercial terms contained in our agreesaéme or more disputes may arise in the futurardigg our collaboration agreements,
transaction documents, or third party license agesds that may ultimately result in costly litigatiand unfavorable interpretation of cont
terms, which would have a material adverse impaaiuwr business, results of operations or finaremaldition.

If we or our partners are not able to manufacture dugs or drug substances in quantities and at costhat are commercially feasible,
we may fail to meet our contractual obligations oour proprietary and partnered product candidates may experience clinical delays «
constrained commercial supply which could significatly harm our business.

If we are not able to scale-up manufacturing totrtfee drug quantities required to support largeicéil trials or commercial
manufacturing in a timely manner or at a commelicigasonable cost, we risk delaying our clinicgll$ or those of our partners and may
breach contractual obligations and incur associdtedages and costs, and reduce or even eliminsdeiated revenues. In some cases, we
may subcontract manufacturing or other servicdgrfaceutical manufacturing involves significasksi and uncertainties related to the
demonstration of adequate stability, sufficientification of the drug substance and drug prodind itientification and elimination of
impurities, optimal formulations, process validatiand challenges to controlling for all of theaetbrs during manufacturing scale-up for
large clinical trials and commercial manufacturargd supply. In addition, we have faced and maheérfuture face significant difficulties,
delays and unexpected expenses as we validateptuitgl contract manufacturers required for scaléeuglinical or commercial
guantities. Failure to manufacture products inngjtias or at costs that are commercially feasilaleld cause us not to meet our supply
requirements, contractual obligations or other iregients for our proprietary product candidates asd result, would significantly harm i
business, results of operations and financial ¢amdi

For instance, we entered a service agreement vattaitis pursuant to which we subcontract to Nogagértain important services to be
performed in relation to our partnered programBéy41-6551 with Bayer Healthcare LLC. If our subt@ttors do not dedicate adequate
resources to our programs, we risk breach of oligations to our partners. Building and validatiagge scale clinical or commercial-scale
manufacturing facilities and processes, recruiting training qualified personnel and obtaining 8eaey regulatory approvals is complex,
expensive and time consuming. In the past we haveuntered challenges in scaling up manufactuongéet the requirements of large st
clinical trials without making modifications to tlieug formulation, which may cause significant gslan clinical development. Further, our
drug and device combination products, such as BA§%31 and the Cipro Inhale program, require sigaiit device design, formulation
development work and manufacturing scale-up a@iit Further, we have experienced delays in stattie Phase 3 clinical development
program for BAY41-6551 as we work to finalize thevite design with a demonstrated capability to beufactured at commercial
scale. This work is ongoing. Drug/device combim@afproducts are particularly complex, expensivagtconsuming and uncertain due to the
number of variables involved in the final produesigin, including ease of patient/doctor use, maartee of clinical efficacy, reliability and
cost of manufacturing, regulatory approval requigais and standards and other important factorerel¢tontinues to be substantial and
unpredictable risk and uncertainty related to mactufring and supply until such time as the comnaéstipply chain is validated and proven.
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We purchase some of the starting material for drugand drug candidates from a single source or a lited number of suppliers, and
the partial or complete loss of one of these supplis could cause production delays, clinical trial elays, substantial loss of revenue and
contract liability to third parties.

We often face very limited supply of a critical ramaterial that can only be obtained from a singtes limited number of, suppliers,
which could cause production delays, clinical tdalays, substantial lost revenue opportunity ertraet liability to third parties. For examp
there are only a limited number of qualified supgi and in some cases single source supplierydaaw materials included in our
PEGylation and advanced polymer conjugate drug diéations, and any interruption in supply or failtioegprocure such raw materials on
commercially feasible terms could harm our busirgsdelaying our clinical trials, impeding commeiciation of approved drugs or
increasing operating loss to the extent we canass pn increased costs to a manufacturing customer.

We rely on trade secret protection and other unpateted proprietary rights for important proprietary t echnologies, and any loss of
such rights could harm our business, results of opations and financial condition.

We rely on trade secret protection for our conftd@rand proprietary information. No assurance loargiven that others will not
independently develop substantially equivalent ictamitial and proprietary information or otherwisargaccess to our trade secrets or disi
such technology, or that we can meaningfully proter trade secrets. In addition, unpatented petgny rights, including trade secrets and
know-how, can be difficult to protect and may ldlseir value if they are independently developedllird party or if their secrecy is lost.
Any loss of trade secret protection or other unpiatk proprietary rights could harm our businessilte of operations and financial condition.

We expect to continue to incur substantial lossesd negative cash flow fromoperations and may not achieve or sustain profitaltity in
the future.

For the three months ended March 31, 2010, we teparnet loss of $6.1 million. If and when weiagh profitability depends upon a
number of factors, including the timing and recdigni of milestone payments and royalties receitied timing of revenue under our
collaboration agreements, the amount of investma&atmake in our proprietary product candidatestaadegulatory approval and market
success of our product candidates. We may not leg@lchieve and sustain profitability.

Other factors that will affect whether we achiewe austain profitability include our ability, alone together with our partners, to:

» develop products utilizing our technologies, eitimelependently or in collaboration with other phao®utical or biotech companie
* receive necessary regulatory and marketing appst

* maintain or expand manufacturing at necessaryde

» achieve market acceptance of our partnered proc

* receive royalties on products that have been applawnarketed or submitted for marketing approv#hwegulatory authorities; ar

* maintain sufficient funds to finance our activiti
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If we do not generate sufficient cash flow througlncreased revenue or raising additional capital, wenay not be able to meet our
substantial debt obligations.

As of March 31, 2010, we had cash, cash equivalants short-term investments in marketable seesritalued at approximately $362.0
million and approximately $240.5 million of indebteess, including approximately $215.0 million imeertible subordinated notes due
September 2012, $20.0 million in capital leasegailons, and $5.5 million of other liabilities.

Our substantial indebtedness has and will contiaupact us by:
* making it more difficult to obtain additional fineimg;
» constraining our ability to react quickly in an ambrable economic climat
»  constraining our stock price; a
e constraining our ability to invest in our proprigtgroduct development progran

Currently, we are not generating positive cash fldwve are unable to satisfy our debt service mepients, substantial liquidity
problems could result. In relation to our conveetibubordinated notes, since the market price ptommon stock is significantly below the
conversion price, the holders of our outstandingvectible subordinated notes are unlikely to conhtrez notes to common stock in
accordance with the existing terms of the notewelido not generate sufficient cash from operationrepay principal or interest on our
remaining convertible subordinated notes, or satisfy of our other debt obligations, when due, vagy fmave to raise additional funds from
the issuance of equity or debt securities or otisEnnestructure our obligations. Any such finanaingestructuring may not be available to us
on commercially acceptable terms, if at all.

If we cannot raise additional capital, our financid condition will suffer.

We have no material credit facility or other maakdommitted sources of capital. To the extent atyeg and capital resources are
insufficient to meet our future capital needs, wik kave to raise additional funds from new colladtion partnerships or the capital markets
to continue the marketing and development of othrielogies and proprietary products. Such funds nudye available on favorable terms,
if at all. We may be unable to obtain suitable m®Naboration partners on attractive terms andsoinstantial indebtedness may limit our
ability to obtain additional capital markets finamg: If adequate funds are not available on reasertarms, we may be required to curtail
operations significantly or obtain funds by entgrinto financing, supply or collaboration agreensemt unattractive terms. Our inability to
raise capital could harm our business and our gtdck. To the extent that additional capital ised through the sale of equity or convertible
debt securities, the issuance of such securitiegdwesult in dilution to our stockholders.

If government and private insurance programs do noprovide reimbursement for our partnered products o proprietary products,
those products will not be widely accepted, which euld have a negative impact on our business, resslof operations and financial
condition.

In both domestic and foreign markets, sales ofpawinered and proprietary products that have redeiggulatory approval will depenc
part on market acceptance among physicians anehpsitipricing approvals by government authorities e availability of reimbursement
from third-party payers, such as government headthinistration authorities, managed care providaigate health insurers and other
organizations. Such thirgarty payers are increasingly challenging the paité cost effectiveness of medical products andcs. Therefor:
significant uncertainty exists as to the pricingiagvals for, and the reimbursement status of, naplyroved healthcare products. Moreover,
legislation and regulations affecting the pricirfgopbarmaceuticals may change before regulatory@gempprove our proposed products for
marketing and could further limit pricing approvéds, and reimbursement of, our products from goweent authorities and third-party
payers. A government or third-party payer decisionto approve pricing for, or provide adequateszage and reimbursements of, our
products would limit market acceptance of such potsl

We depend on third parties to conduct the clinicatrials for our proprietary product candidates and any failure of those parties to
fulfill their obligations could harm our development and commercialization plans.

We depend on independent clinical investigatoretreat research organizations and other tpady service providers to conduct clini
trials for our proprietary product candidates. Téowe rely heavily on these parties for successfatution of our clinical trials and are
ultimately responsible for the results of theirites, many aspects of their activities are bedjonr control. For example, we are responsible
for ensuring that each of our clinical trials isxdacted in accordance with the general investigatiplan and protocols for the trial, but the
independent clinical investigators may prioritizeer projects over ours or communicate issues daggour products to us in an untimely
manner. Third parties may not complete activitiesohedule or may not conduct our clinical trialaccordance with regulatory requirem
or our stated protocols. The early terminationrof af our clinical trial arrangements, the failwfethird parties to comply with the regulatic
and requirements governing clinical trials or aeliance on results of trials that we have not diyezonducted or monitored could hinder or
delay the development, approval and commerciatinadf our product candidates and would adverségcabur business, results of
operations and financial condition.

23




Our manufacturing operations and those of our contact manufacturers are subject to governmental regatory requirements, which,
if not met, would have a material adverse effect onur business, results of operations and financiaondition.

We and our contract manufacturers are require@iitain cases to maintain compliance with curremtdgmanufacturing practices
(cGMP), including cGMP guidelines applicable tohaetpharmaceutical ingredients, and are subjeictspections by the FDA or comparable
agencies in other jurisdictions to confirm such ptiance. We anticipate periodic regulatory inspmtdi of our drug manufacturing facilities
and the manufacturing facilities of our contractufacturers for compliance with applicable regutat@quirements. Any failure to follow
and document our or our contract manufacturerseeatite to such cGMP regulations or satisfy otherufecturing and product release
regulatory requirements may disrupt our abilityrteet our manufacturing obligations to our custonlees to significant delays in the
availability of products for commercial use or @il study, result in the termination or hold odliaical study or delay or prevent filing or
approval of marketing applications for our produé&ilure to comply with applicable regulations naso result in sanctions being imposed
on us, including fines, injunctions, civil penaftjdailure of regulatory authorities to grant maitkg approval of our products, delays,
suspension or withdrawal of approvals, license cation, seizures or recalls of products, operatésgrictions and criminal prosecutions, any
of which could harm our business. The results e$¢hinspections could result in costly manufactucinanges or facility or capital equipm
upgrades to satisfy the FDA that our manufactuaing quality control procedures are in substantalgiance with cGMP. Manufacturing
delays, for us or our contract manufacturers, penpdesolution of regulatory deficiencies or suspamswould have a material adverse effect
on our business, results of operations and finanoiadition.

Significant competition for our polymer conjugate ciemistry technology platforms and our partnered andproprietary products and
product candidates could make our technologies, pducts or product candidates obsolete or uncompetite, which would negatively
impact our business, results of operations and firrecial condition.

Our PEGylation and advanced polymer conjugate céteynplatforms and our partnered and proprietaogpcts and product candidates
compete with various pharmaceutical and biotechmotmmpanies. Competitors of our PEGylation angmpelr conjugate chemistry
technologies include The Dow Chemical Company, Br2lbarmaceuticals, Inc., SunBio Corporation, Momntaew Pharmaceuticals, Inc.,
Novo Nordisk A/S (formerly assets held by Neoselihetogies, Inc.), and NOF Corporation. Several otiemical, biotechnology ar
pharmaceutical companies may also be developingyRiEGn technologies or technologies that have Isinimpact on target drug molecules.
Some of these companies license or provide thentdoby to other companies, while others are devetphe technology for internal use.

There are several competitors for our proprietaogdpct candidates currently in development. For BAY%551 (Amikacin inhale), the
current standard of care includes several approveaenous antibiotics for the treatment of eithespital-acquired pneumonia or ventilator-
associated pneumonia in patients on mechanicailatemns. For Oral NKTR-118 (PEGylated naloxol), there currently several alternative
therapies used to address opioid-induced congiip&®I1C) and opioid-induced bowel dysfunction (OBDyluding over-the-counter
laxatives and stool softeners such as docusatarspgenna and milk of magnesia. In addition, tlaeesa number of companies developing
potential products which are in various stagediofcal development and are being evaluated forttbatment of OIC and OBD in different
patient populations, including Adolor Corporati@iaxoSmithKline plc, Progenics Pharmaceuticals,,IRfizer (via Wyeth acquisition
completed in 2009), Mundipharma Int. Limited, SuganPharmaceuticals and Takeda Pharmaceutical Comypaited. For NKTR-102
(PEG-irinotecan), there are a number of approvethfties for the treatment of colorectal cancetutling Eloxatin, Camptosar, Avastin,
Erbitux, Vectibux, Xeloda, Adrucil and Wellcovorim addition, there are a number of drugs in vaistages of preclinical and clinical
development from companies exploring cancer thesapi improved chemotherapeutic agents to potgntiaht colorectal cancer, including,
but not limited to, products in development fronsByl-Myers Squibb Company, Pfizer, Inc., GlaxoStKiine plc, Antigenics, Inc., F.
Hoffmann-La Roche Ltd, Novartis AG, Cell Therapestilnc., Neopharm Inc., Meditech Research Ltdh&mia Limited, Enzon
Pharmaceuticals, Inc. and others. There are atswrder of chemotherapies and cancer therapies\aggptoday and in various stages of
clinical development for ovarian and breast cantwisiding but not limited to: Avastin® (bevacizubjaCamptosar® (irinotecan), Doxil®
(doxorubicin HCI), Ellence® (epirubicin), Gemzaf@emcitabine), Herceptin® (trastuzumab), Hycamt{t@potecan), Paraplatin®
(carboplatin), and Taxol® (paclitaxel). These tipéea are only partially effective in treating ovarior breast cancers. Major pharmaceutical
or biotechnology companies with approved drugsrogslin development for these cancers include &rldeyers Squibb, Genentech, Inc.,
GlaxoSmithKline plc, Johnson and Johnson, Pfizer,, IEli Lilly & Co., and many others.
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There can be no assurance that we or our partriksuacessfully develop, obtain regulatory appiewend commercialize next-
generation or new products that will successfullgnpete with those of our competitors. Many of cumpetitors have greater financial,
research and development, marketing and sales,fadunting and managerial capabilities. We face cstitipn from these companies not j
in product development but also in areas suchasitemg employees, acquiring technologies thathh&nhance our ability to commercialize
products, establishing relationships with certaisearch and academic institutions, enrolling ptgignclinical trials and seeking program
partnerships and collaborations with larger phaeutical companies. As a result, our competitors sagceed in developing competing
technologies, obtaining regulatory approval or g@jnmarket acceptance for products before we des&lievelopments could make our
products or technologies uncompetitive or obsolete.

We could be involved in legal proceedings and mapndur substantial litigation costs and liabilities hat will adversely affect our
business, results of operations and financial contithn.

From time to time, third parties have asserted,raag in the future assert, that we or our partivdrgige their proprietary rights. The
third party often bases its assertions on a clhahits patents cover our technology. Similar d@gses of infringement could be based on
future patents that may issue to third partiesedrtain of our agreements with our partners, weoahgated to indemnify and hold harmless
our partners from intellectual property infringerhgaroduct liability and certain other claims, wiicould cause us to incur substantial cos
we are called upon to defend ourselves and oung@@ragainst any claims. If a third party obtamjsrictive or other equitable relief agains
or our partners, they could effectively preventarspur partners, from developing or commercializior deriving revenue from, certain
products or product candidates in the U.S. andaabreor instance, F. Hoffmann-La Roche Ltd, to Whie license our proprietary
PEGylation reagent for use in the MIRCERA produdas a party to a significant patent infringememtdait brought by Amgen Inc. related
Roche’s proposed marketing and sale of MIRCERAegattchemotherapy anemia in the U.S. In Octob@828 federal court ruled in favor
of Amgen, issuing a permanent injunction preveniRuoghe from marketing or selling MIRCERA in the U.B December 2009, the U.S.
District court for the District of Massachusettdéezrd a final judgment and permanent injunctiom, Boche and Amgen entered into a
settlement and limited license agreement whichnadlRoche to begin selling MIRCERA in the U.S. ityJ2014.

Third-party claims could also result in the awafdubstantial damages to be paid by us or a sedtienesulting in significant payments
to be made by us. For instance, a settlement mégjuiire us to enter a license agreement under winichay substantial royalties to a third
party, diminishing our future economic returns frtma related product. In 2006, we entered intdigeliion settlement related to an
intellectual property dispute with the UniversitiyAdabama in Huntsville pursuant to which we paldl® million and agreed to pay an
additional $10.0 million in equal $1.0 million imdiments over ten years ending with the last payrdaa on July 1, 2016. We cannot predict
with certainty the eventual outcome of any pendinéuture litigation. Costs associated with su¢igdition, substantial damage claims,
indemnification claims or royalties paid for licexssfrom third parties could have a material adveffaet on our business, results of
operations and financial condition.

If product liability lawsuits are brought against us, we may incur substantial liabilities.

The manufacture, clinical testing, marketing anld s medical products involve inherent producbiiigy risks. If product liability costs
exceed our product liability insurance coverage ey incur substantial liabilities that could haveevere negative impact on our financial
position. Whether or not we are ultimately sucagissfany product liability litigation, such litigen would consume substantial amounts of
our financial and managerial resources and mighiltén adverse publicity, all of which would impaiur business. Additionally, we may not
be able to maintain our clinical trial insuranceponduct liability insurance at an acceptable dbsit, all, and this insurance may not provide
adequate coverage against potential claims ordosse

Our future depends on the proper management of oucurrent and future business operations and their asociated expenses.

Our business strategy requires us to manage oundassto provide for the continued developmentoténtial commercialization of our
proprietary and partnered product candidates. @ateg)y also calls for us to undertake increassedareh and development activities and to
manage an increasing number of relationships vdttnprs and other third parties, while simultangoosnaging the expenses generated by
these activities. If we are unable to manage etffelgt our current operations and any growth we mgyerience, our business, financial
condition and results of operations may be advems#bcted. If we are unable to effectively manage expenses, we may find it necessary to
reduce our personnel-related costs through furithrctions in our workforce, which could harm opemations, employee morale and impair
our ability to retain and recruit talent. Furtheneaf adequate funds are not available, we masehaired to obtain funds through
arrangements with partners or other sources thatretauire us to relinquish rights to certain of technologies or products that we would
otherwise relinquish.
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We are dependent on our management team and key tetcal personnel, and the loss of any key manager employee may impair
our ability to develop our products effectively andmay harm our business, operating results and finasial condition.

Our success largely depends on the continued ssreicour executive officers and other key persbiife loss of one or more memb
of our management team or other key employees smuldusly harm our business, operating resultsiaadcial condition. The relationshi
that our key managers have cultivated within odustry make us particularly dependent upon theitinaed employment with us. We are
also dependent on the continued services of ointeal personnel because of the highly technictinesof our products and the regulatory
approval process. Because our executive officesiskag employees are not obligated to provide ub adntinued services, they could
terminate their employment with us at any time withpenalty. We do not have any post-employmentompetition agreements with any of
our employees and do not maintain key personrgeriance policies on any of our executive offierkey employees.

Because competition for highly qualified technicapersonnel is intense, we may not be able to attraend retain the personnel we need
to support our operations and growth.

We must attract and retain experts in the area$iro€al testing, manufacturing, regulatory, finenmarketing and distribution and
develop additional expertise in our existing persnWe face intense competition from other bioptereutical companies, research and
academic institutions and other organizations falifjed personnel. Many of the organizations withich we compete for qualified
personnel have greater resources than we haveugecampetition for skilled personnel in our indys$s$ intense, companies such as ours
sometimes experience high attrition rates with réga their skilled employees. Further, in makimgptdoyment decisions, job candidates o
consider the value of the stock options they areteive in connection with their employment. Oguigy incentive plan and employee ber
plans may not be effective in motivating or retagnour employees or attracting new employees, mmifisant volatility in the price of our
stock may adversely affect our ability to attractetain qualified personnel. If we fail to attragtw personnel or to retain and motivate our
current personnel, our business and future growdgbpects could be severely harmed.

If earthquakes and other catastrophic events strikeour business may be harmed.

Our corporate headquarters, including a substgmidion of our research and development operatineslocated in the San Francisco
Bay Area, a region known for seismic activity anplagential terrorist target. In addition, we owgifgies for the manufacture of products
using our PEGylation and advanced polymer conjutgatienologies in Huntsville, Alabama and own araséeoffices in Hyderabad, India.
There are no backup facilities for our manufactyi@perations located in Huntsville, Alabama. In é&vent of an earthquake or other natural
disaster, political instability, or terrorist evantany of these locations, our ability to manuf@etand supply materials for drug candidates in
development and our ability to meet our manufantynbligations to our customers would be signiftgadisrupted and our business, results
of operations and financial condition would be hadmOur collaborative partners may also be sulbjecatastrophic events, such as
hurricanes and tornadoes, any of which could harnbasiness, results of operations and financiatliton. We have not undertaken a
systematic analysis of the potential consequeresttbusiness, results of operations and finarciatlition from a major earthquake or o
catastrophic event, such as a fire, sustainedologswer, terrorist activity or other disaster, atwinot have a recovery plan for such disasters.
In addition, our insurance coverage may not ba@efft to compensate us for actual losses fromiteyruption of our business that may
occur.

We have implemented certain anti-takeover measuresyhich make it more difficult to acquire us, evenlough such acquisitions may
be beneficial to our stockholders.

Provisions of our certificate of incorporation amdaws, as well as provisions of Delaware law, daukke it more difficult for a third
party to acquire us, even though such acquisitioag be beneficial to our stockholders. These akidver provisions include:

» establishment of a classified board of directohghat not all members of the board may be eleatete time

» lack of a provision for cumulative voting in thesefion of directors, which would otherwise allowdghan a majority of stockholders
to elect director candidate

« the ability of our board to authorize the issuaottblank check” preferred stock to increase thenber of outstanding shares and
thwart a takeover attemg

*  prohibition on stockholder action by written consehereby requiring all stockholder actions tatdleen at a meeting of stockholde

» establishment of advance notice requirements forimations for election to the board of directordarproposing matters that can
acted upon by stockholders at stockholder meetad

« limitations on who may call a special meeting afc&holders

Further, we have in place a preferred share puectights plan, commonly known as a “poison pilliieTprovisions described above, our
“poison pill” and provisions of Delaware law relating to busim@smbinations with interested stockholders mayalisage, delay or preven
third party from acquiring us. These provisions ra#go discourage, delay or prevent a third padynfacquiring a large portion of our
securities or initiating a tender offer or proxyntest, even if our stockholders might receive arpuen for their shares in the acquisition over
the then current market prices. We also have agghahcontrol severance benefits plan which pravide certain cash severance, stock
award acceleration and other benefits in the ewenemployees are terminated (or, in some casgigyréor specified reasons) following an
acquisition. This severance plan could discourathérd party from acquiring ut
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Risks Related to Our Securities
The price of our common stock and senior convertil debt are expected to remain volatile.

Our stock price is volatile. During the quarter eddiarch 31, 2010, based on closing bid pricehierNNASDAQ Global Select Market,
our stock price ranged from $9.39 to $15.52 peresi&e expect our stock price to remain volatiteadldition, as our convertible senior notes
are convertible into shares of our common stoclatility or depressed prices of our common stocklddnave a similar effect on the trading
price of our notes. Also, interest rate fluctuasi@an affect the price of our convertible seniceroA variety of factors may have a signific
effect on the market price of our common stockates, including:

e announcements of data from, or material developsienbur clinical trials or those of our competitoincluding delays in clinical
development, approval or launc

* announcements by collaboration partners as to pieiis or expectations related to products usimgesnologies
e announcements or terminations of collaboration emgents by us or our competito
» fluctuations in our results of operatiol

» developments in patent or other proprietary rigimsluding intellectual property litigation or enitgg into intellectual property licen:
agreements and the costs associated with thosegameents

e announcements of technological innovations or r@wapeutic products that may compete with our amat@roducts or products
under developmen

* announcements of changes in governmental regulaffenting us or our competitor

* hedging activities by purchasers of our convertd@aior notes

» litigation brought against us or third parties tbomn we have indemnification obligatior
e public concern as to the safety of drug formulaideveloped by us or others; ¢

» general market condition

Our stockholders may be diluted, and the price of or common stock may decrease, as a result of theezrise of outstanding stock
options and warrants or the future issuances of sadities.

We may issue additional common stock, preferreckstestricted stock units or securities convegtibko or exchangeable for our
common stock. Furthermore, substantially all shafesmmon stock for which our outstanding stockays or warrants are exercisable are,
once they have been purchased, eligible for imntediale in the public market. The issuance of @idit common stock, preferred stock,
restricted stock units or securities convertible ior exchangeable for our common stock or theatseiof stock options or warrants would
dilute existing investors and could adversely dffbe price of our securities.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

None, including no purchases of any class of ouitggecurities by us or any affiliate pursuanaty publicly announced repurchase
plan in the three months ended March 31, 2010.

Item 3. Defaults Upon Senior Securities

None.
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Item 5. Other Information
None.

Iltem 6. Exhibits

Except as so indicated in Exhibit 32.1, the follogviexhibits are filed as part of, or incorporatgddference into, this Quarterly Report
on Form 10-Q.

Exhibit

Number Description of Documents

31.1(2) Certification of Nektar Therapeut’ principal executive officer required by Rule -14(a) or Rule 15-14(a).
31.2(2) Certification of Nektar Therapeut’ principal financial officer required by Rule 1-14(a) or Rule 15-14(a).

32.1(1)* Section 1350 Certification

(1) Filed herewith

* Exhibit 32.1 is being furnished and shall not berded to be “filed” for purposes of Section 18 af Becurities Exchange Act of 1934,
as amended, or otherwise subject to the liabifitthat section, nor shall such exhibit be deemeuktincorporated by reference in any
registration statement or other document filed unide Securities Act of 1933, as amended, or thei®ees Exchange Act, except as

otherwise stated in such filin

28




SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréport to be signed on its behalf
the undersigned thereunto duly authorized.

By: /s/ bHN NICHOLSON

John Nicholsor
Senior Vice President and Chief Financial
Officer

Date: May 5, 201!

By: /s/ JLLIAN B. THOMSEN

Jillian B. Thomsen
Senior Vice President and Chief Accounting
Officer

Date: May 5, 201!
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EXHIBIT INDEX

Except as so indicated in Exhibit 32.1, the follogvexhibits are filed as part of, or incorporatgddference in, this Quarterly Report on
Form 10-Q.

Exhibit

Number Description of Documents

31.1(2) Certification of Nektar Therapeut’ principal executive officer required by Rule -14(a) or Rule 15-14(a).
31.2(2) Certification of Nektar Therapeut’ principal financial officer required by Rule 1-14(a) or Rule 15-14(a).

32.1(1)* Section 1350 Certification

(1) Filed herewith

* Exhibit 32.1 is being furnished and shall not berded to be “filed” for purposes of Section 18 af 8ecurities Exchange Act of 1934,
as amended, or otherwise subject to the liabilitthat section, nor shall such exhibit be deemdoktincorporated by reference in any
registration statement or other document filed unide Securities Act of 1933, as amended, or theies Exchange Act, except as
otherwise stated in such filin
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Exhibit 31.1

CERTIFICATIONS

I, Howard W. Robin, certify that:

1.

2.

I have reviewed this Quarterly Report on Forr-Q of Nektar Therapeutic

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact necessary to
make the statements made, in light of the circuntgtsunder which such statements were made, nigtadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statementsosimet financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this rep

The registrant’s other certifying officer(s) andrk responsible for establishing and maintainiisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repagtias defined in Exchange Act Ru
13&-15(f) and 15-15(f)), for the registrant and hay

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoece with generally accepted accounting princjj

C) Evaluated the effectiveness of the registisdtsclosure controls and procedures and preséntats report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; an

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thratcurred during the registrant’s
most recent fiscal quarter (the registrant’s fotigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reportir

The registrant’s other certifying officer(s) anbdve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknes#ethe design or operation of internal contratiofinancial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

b)  Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant’s
internal control over financial reportin

Date: May 5, 2010

/s/ HowarD W. RoBIN

Howard W. Robir
Chief Executive Officer, President and Direc
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Exhibit 31.2

CERTIFICATIONS

[, John Nicholson, certify that:

1.

2.

I have reviewed this Quarterly Report on Forr-Q of Nektar Therapeutic

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact necessary to
make the statements made, in light of the circuntgtsunder which such statements were made, nigtadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statementsosimet financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this rep

The registrant’s other certifying officer(s) andrk responsible for establishing and maintainiisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repagtias defined in Exchange Act Ru
13&-15(f) and 15-15(f)), for the registrant and hay

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoece with generally accepted accounting princjj

C) Evaluated the effectiveness of the registisdtsclosure controls and procedures and preséntats report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; an

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thratcurred during the registrant’s
most recent fiscal quarter (the registrant’s fotigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reportir

The registrant’s other certifying officer(s) anbdve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknes#ethe design or operation of internal contratiofinancial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

b)  Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant’s
internal control over financial reportin

Date: May 5, 2010

/s/ JoHN NICHOLSON

John Nicholsot
Senior Vice President and Chief Financial Offi
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Exhibit 32.1
SECTION 1350 CERTIFICATIONS*
Pursuant to the requirement set forth in Rule 18@lof the Securities Exchange Act of 1934, asrated (the “Exchange Act'dnd Sectio
1350 of Chapter 63 of Title 18 of the United Sta@sde (18 U.S.C. §1350), Howard W. Robin, Chief dsive Officer, President, a
Director of Nektar Therapeutics (the “Companyéhd John Nicholson, Senior Vice President and Chilefincial Officer of the Compar
each hereby certifies that, to the best of his kedge:

1. The Company’s Quarterly Report on FormQg@er the three months ended March 31, 2010, tahvttiis Certification is attached
Exhibit 32.1 (the “Periodic Report”), fully comps$ewvith the requirements of Section 13(a) or Sectibfd) of the Exchange Act; and

2. The information contained in the Periodic Refairly presents, in all material respects, thaficial condition and results of operati
of the Company.

Dated: May 5, 2010

/s/ HowarD W. RoBIN /s/ JoHN NICHOLSON
Howard W. Robin John Nicholson
Chief Executive Officer, President and Director Senior Vice President and Chief Financial Officer

*  This certification accompanies the Form QQGe which it relates, is not deemed filed with 8ecurities and Exchange Commission al
not to be incorporated by reference into any filmfgthe Company under the Securities Act of 1933,amended, or the Securi
Exchange Act of 1934, as amended (whether madeadiefoafter the date of the Form @Q); irrespective of any general incorpora
language contained in such filing.




