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Item 1.01 Entry into a Material Definitive Agreement.

On June 30, 2006 Nektar Therapeutics (the “Company”) and its wholly owned subsidiary Nektar Therapeutics AL, Corporation (“Nektar AL”) and J. Milton
Harris, a Nektar employee as an individual (“Harris”), entered into a Settlement Agreement and General Release (the “Settlement Agreement”) with the Board of
Trustees of the University of Alabama, a public corporation and one of its divisions, the University of Alabama Huntsville (collectively “UAH”).

The Settlement Agreement was entered into in connection with a complaint filed on July 14, 2005 by UAH against the Company and Nektar AL in the United
States District Court for the Northern District of Alabama. The complaint alleged patent infringement, breach of a contract royalty obligation, violation of the
Alabama Trade Secrets Act, and unjust enrichment. On August 3, 2005, UAH amended its complaint to add Harris as a party to the litigation and expand the
claims and remedies sought by UAH in the litigation. On November 7, 2005 Nektar AL filed a counterclaim against UAH seeking recovery for royalty payments
previously paid. UAH subsequently amended its complaint on December 13, 2005 and on April 4, 2006. The foregoing narrative description is referred to herein
as the “Litigation.”

Under the terms of the Settlement Agreement, the Company, Nektar AL, Harris and UAH have agreed to full and complete satisfaction of all claims asserted by
the parties regarding the subject matter of the Litigation. In consideration for this settlement of claims, the Company and Harris made an initial payment of fifteen
million dollars ($15,000,000) (“Initial Payment”) to UAH. The Company paid eleven million dollars ($11,000,000) and Mr. Harris paid four million dollars
($4,000,000) of the Initial Payment. Beginning July 1, 2007, the Company will pay UAH ten (10) annual payments of one million dollars ($1,000,000) (the
“Installment Payments”).

The Company has five (5) business days to remedy any default of the Installment Payments and should it fail to cure a default within this cure period, the
remaining balance of the Installment Payments is due immediately. In addition, if the Company does not cure a default by paying the remaining balance of the
Installment Payments in full, the Company’s license to certain patent rights from UAH would terminate. In the event the Company’s cash and cash equivalents are
less than one hundred fifty million dollars ($150,000,000) on its quarter end financial statements, or is reasonably likely to fall below one hundred fifty million
dollars ($150,000,000), then UAH has the right to request that the Company put in place a one million dollar ($1,000,000) letter of credit in favor of UAH to be in
effect until such time as the Company’s cash and cash equivalents exceed one hundred fifty million dollars ($150,000,000) on its quarter end financial statements.
In the event the Company’s cash and cash equivalents are less than seventy-five million dollars ($75,000,000) in any given quarter, UAH has the right to demand
that the Company escrow the amount of the remaining balance of the Installment Payments in a federally chartered bank for the exclusive benefit of UAH and the
Company will have fourteen (14) business days to cure the deficiency or the remaining balance on the Installment Payments shall be escrowed by the Company.

Also pursuant to the Settlement Agreement, the License Agreement between UAH and Nektar AL (formerly Shearwater Polymers, Inc.) dated June 17, 1993 (the
“License Agreement”) was terminated in its entirety and all rights, obligations and liabilities of UAH and Nektar AL, including but not limited to the royalty
obligations of Nektar AL, were extinguished in their entirety. Concurrently with the termination of the License Agreement, UAH granted the
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Company a fully paid up, royalty-free, worldwide, assignable, transferable, sole and exclusive (even as to UAH) license, with the right to grant and authorize
sublicenses, under United States Patent No. 5,252,714 (entitled “Preparation and Use of Polyethylene Glycol Propionaldehyde”) to make, have made, use, sell,
offer for sale, import and offer to import products.

Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant.

The description in Item 1.01 above is incorporated herein by reference in its entirety.

Item 9.01 Financial Statements and Exhibits.
 
Exhibit
Number Description
99.1  Press release titled “Nektar and University of Alabama in Huntsville Announce Agreement to Settle Litigation.”

Exhibit 99.1 to this report shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to the
liabilities of that Section or Sections 11 and 12(a)(2) of the Securities Act of 1933, as amended. The information contained in Exhibit 99.1 to this report shall not
be incorporated by reference into any filing with the Securities and Exchange Commission made by Nektar Therapeutics, whether made before or after the date
hereof, regardless of any general incorporation language in such filing.
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SIGNATURES

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

By:  /s/ Nevan C. Elam
 Nevan C. Elam

 

Senior Vice President Corporate
Operations and General Counsel

Date:  July 7, 2006
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Exhibit 99.1
 

Contacts:    

Nektar   University of Alabama in Huntsville
Joyce Strand (650) 631-3138   Joel C. Lonergan (256) 824-6414
Jennifer Ruddock (650) 631-4954   

Nektar and University of Alabama in Huntsville Announce Agreement to Settle Litigation

San Carlos, Calif. and Huntsville, Alabama, July 7, 2006 – Nektar Therapeutics (Nasdaq:NKTR) and the University of Alabama in Huntsville (UAH) today
announced the settlement of UAH’s litigation against Nektar and Dr. Milton Harris, the founder of Nektar Alabama and a former employee of UAH, in exchange
for a total cash payment of $25 million.

Under the terms of the agreement, Nektar and Dr. Harris, have jointly made an upfront payment totaling $15 million to UAH. In addition, Nektar will pay UAH
the sum of $1 million per year for ten years. UAH currently plans to apply the funds towards its endowment and to fund scholarships for the entire campus,
including Chemistry and Biology programs. In exchange, UAH has agreed to dismiss all claims related to the Nektar PEGylation patent portfolio and Nektar has
agreed to dismiss all counterclaims.

“We are pleased that we were able to reach an amicable resolution of this case. This settlement provides a substantial benefit to the University and will provide
numerous opportunities for UAH in the years to come,” said Dr. Frank Franz, President of the University of Alabama in Huntsville.

“This settlement is in the best interests of Nektar and helps maintain our focus on improving and expanding our PEGylation business. We also believe that the
support of the University of Alabama in Huntsville’s science and educational missions is consistent with Nektar’s vision and values,” said Robert B. Chess,
Acting President and CEO of Nektar.

About Nektar Advanced PEGylation Technology

Nektar Advanced PEGylation has the potential to improve the safety and efficacy of therapeutic agents by increasing drug circulation time in the bloodstream,
decreasing immunogenicity and dosing frequency, increasing bioavailability and improving drug solubility and stability. It is based on the use of non-toxic
polyethylene glycol (PEG) polymers, which can be attached to most major drug classes, including proteins, peptides, antibody fragments, small molecules, and
other drugs and is used in eight approved products in the U.S. and Europe today.



About Nektar

Nektar Therapeutics is a biopharmaceutical company that develops and enables differentiated therapeutics with its industry-leading drug delivery technologies,
expertise and manufacturing capabilities. Nektar technology and know-how have enabled nine approved products for partners, which include the world’s leading
pharmaceutical and biotechnology companies. Nektar also develops its own products by applying its drug delivery technologies and expertise to existing
medicines to enhance performance, such as improving efficacy, safety and compliance.

About UAH

The University of Alabama in Huntsville is a doctoral-granting, research-intensive university with approximately half of the university’s graduates earning
degrees in engineering or science, making UAH one of the leading producers of engineers and physical scientists in Alabama. The University provides academic
and research support for aerospace and defense, life sciences, information technology as well as Earth and space sciences.

This release contains forward-looking statements that reflect management’s current views as to Nektar’s business and management team. Important risks and
uncertainties related to these forward-looking statements are detailed in Nektar’s reports and other filings with the SEC, including its Annual Report on Form 10-
K for the year ended December 2005 and its Quarterly Report on 10-Q for the quarter ended March 30, 2006. Actual results could differ materially from these
forward-looking statements. Nektar assumes no obligation to update any forward-looking statements contained in this release as the result of new information or
future events or developments that may occur after the date of this release.

# # #


