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PART I. FINANCIAL INFORMATION
 

Item 1. Financial Statements

Nabi Biopharmaceuticals

CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

(In thousands)
 

   
September 27,

2008   
December 29,

2007  
ASSETS    
Current assets:    

Cash and cash equivalents   $ 152,249  $ 217,606 
Marketable securities    —     1,600 
Prepaid expenses and other current assets    1,005   2,371 
Restricted cash related to discontinued operations    10,570   —   
Assets of discontinued operations    2,064   4,616 

    
 

   
 

Total current assets    165,888   226,193 
Property and equipment, net    1,404   1,971 
Other assets    288   379 
Restricted cash related to discontinued operations    —     10,027 

    
 

   
 

Total assets   $ 167,580  $ 238,570 
    

 

   

 

LIABILITIES AND STOCKHOLDERS’ EQUITY    
Current liabilities:    

Accounts payable   $ 1,097  $ 3,647 
Accrued expenses and other current liabilities    4, 472   7,105 
Current liabilities of discontinued operations    3,602   9,548 

    
 

   
 

Total current liabilities    9, 171   20,300 
2.875% convertible senior notes, net    34,179   71,738 

    
 

   
 

Total liabilities    43,350   92,038 
Commitments and contingencies    
Stockholders’ equity:    

Convertible preferred stock    —     —   
Common stock    6,229   6,212 
Capital in excess of par value    336,433   333,527 
Treasury stock    (40,503)  (23,608)
Accumulated deficit    (177,929)  (169,599)

    
 

   
 

Total stockholders’ equity    124,230   146,532 
    

 
   

 

Total liabilities and stockholders’ equity   $ 167,580  $ 238,570 
    

 

   

 

See accompanying notes to condensed consolidated financial statements.
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Nabi Biopharmaceuticals

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

(In thousands, except per share amounts)
 
   For the Three Months Ended   For the Nine Months Ended  

   
September 27,

2008   
September 29,

2007   
September 27,

2008   
September 29,

2007  
Operating expenses:      

General and administrative expenses   $ 2,086  $ 6,361  $ 10,146  $ 21,041 
Research and development expenses    3,356   4,476   9,905   15,249 

    
 

   
 

   
 

   
 

Operating loss    (5,442)  (10,837)  (20,051)  (36,290)
Interest income    831   1,352   4,087   4,351 
Interest expense    (286)  (907)  (1,286)  (2,636)
Other income (expense), net    589   10   2,536   12 

    
 

   
 

   
 

   
 

Loss from continuing operations before income taxes    (4,308)  (10,382)  (14,714)  (34,563)
Income taxes    —     —     —     (190)

    
 

   
 

   
 

   
 

Loss from continuing operations    (4,308)  (10,382)  (14,714)  (34,753)
Discontinued operations:      

Net income (loss) from discontinued operations    2,593   (5,519)  6,383   303 
Net gain on disposal of discontinued operations    —     27   —     2,769 

    
 

   
 

   
 

   
 

Income (loss) from discontinued operations    2,593   (5,492)  6,383   3,072 
    

 
   

 
   

 
   

 

Net loss   $ (1,715) $ (15,874) $ (8,331) $ (31,681)
    

 

   

 

   

 

   

 

Basic and diluted (loss) income per share:      
Continuing operations   $ (0.08) $ (0.17) $ (0.28) $ (0. 57)
Discontinued operations    0.05   (0.09)  0. 12   0.05 

    
 

   
 

   
 

   
 

Basic and diluted (loss) income per share   $ (0.03) $ (0. 26) $ (0.16) $ (0. 52)
    

 

   

 

   

 

   

 

Basic and diluted weighted average shares outstanding    51, 592   61,382   52,021   61,256 
    

 

   

 

   

 

   

 

See accompanying notes to condensed consolidated financial statements.
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Nabi Biopharmaceuticals
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(In thousands)

 
   For the Nine Months Ended  

   
September 27,

2008   
September 29,

2007  
Cash flow from operating activities:    

Loss from continuing operations   $ (14,714) $ (34,753)
Adjustments to reconcile loss from continuing operations to net cash used in operating activities from continuing

operations:    
Depreciation and amortization    464   1,454 
Non-cash compensation    2,526   1,985 
Gain on repurchase of convertible senior notes    (2,420)  —   
Other    101   143 
Changes in assets and liabilities:    
Prepaid expenses and other assets    1,368   (222)
Accounts payable, accrued expenses and other    (3,338)  (548)

    
 

   
 

Total adjustments    (1,299)  2,812 
    

 
   

 

Net cash used in operating activities from continuing operations    (16,013)  (31,941)
Net cash provided by operating activities from discontinued operations    299   9,140 

    
 

   
 

Net cash used in operating activities    (15,714)  (22,801)
    

 
   

 

Cash flow from investing activities:    
Purchases of marketable securities    —     (29,475)
Proceeds from sales of marketable securities    1,600   40,250 
Capital expenditures    (20)  (59)
Proceeds from sales of assets    91   —   

    
 

   
 

Net cash provided by investing activities from continuing operations    1,671   10,716 
Net cash provided by investing activities from discontinued operations    2,500   3,157 

    
 

   
 

Net cash provided by investing activities    4,171   13,873 
    

 
   

 

Cash flow from financing activities:    
Proceeds from issuance of common stock for employee benefit plans    69   579 
Purchase of common stock for treasury    (18,658)  —   
Repurchase of convertible senior notes    (35,119)  —   
Other financing activities    (83)  —   

    
 

   
 

Net cash (used in) provided by financing activities from continuing operations    (53,791)  579 
Net cash (used in) provided by financing activities from discontinued operations    (23)  162 

    
 

   
 

Net cash (used in) provided by financing activities    (53,814)  741 
    

 
   

 

Net decrease in cash and cash equivalents    (65,357)  (8,187)
Cash and cash equivalents at beginning of period    217,606   86,227 

    
 

   
 

Cash and cash equivalents at end of period   $ 152,249  $ 78,040 
    

 

   

 

See accompanying notes to condensed consolidated financial statements.
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Nabi Biopharmaceuticals

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

NOTE 1 COMPANY OVERVIEW

We are a biopharmaceutical company focused on the development of products that address unmet medical needs in the areas of nicotine addiction and infectious
disease. We leverage our experience and knowledge in powering the human immune system to target serious medical conditions in these areas. Our products in
development are NicVAX® [Nicotine Conjugate Vaccine], an innovative and proprietary investigational vaccine for treatment of nicotine addiction and prevention
of smoking relapse, and PentaStaphTM [Pentavalent S.aureus Vaccine], a new pentavalent vaccine designed to prevent S.aureus infections including those
infections caused by the most dangerous antibiotic-resistant strains of S.aureus.

NicVAX and PentaStaph will require additional development, including preclinical testing and human studies for PentaStaph and additional human testing for
NicVAX, as well as regulatory approvals before they can be marketed. We are continuing to develop NicVAX and PentaStaph while we search for partners who
will assist in their further development and commercialization.

In June 2007, we sold certain assets related to our product Aloprim® (allopurinol sodium for Injection), or Aloprim, for proceeds of $3.7 million. On December 4,
2007, we sold certain assets constituting our Biologics strategic business unit (SBU) and certain corporate shared services assets to Biotest Pharmaceuticals
Corporation, or Biotest, for $185 million in cash ($10 million of which has been escrowed for valid indemnification claims asserted on or before March 31,
2009). Consequently, as of December 29, 2007, we had sold all of our marketed products, moved our corporate headquarters to Rockville, Maryland and focused
our efforts on developing and partnering our NicVAX and PentaStaph products.

On January 22, 2008, we announced that we had retained Banc of America Securities LLC to assist with our continued exploration of the full range of strategic
alternatives available to us to further enhance shareholder value. These alternatives may include, but are not limited to, licensing or development arrangements,
joint ventures, strategic alliances, a recapitalization, and the sale or merger of all or part of the company. In October 2008, we engaged the services of a life
sciences strategic advisory firm to assist with the strategic alternatives process.

We were incorporated in Delaware in 1969 and our operations are located in Rockville, Maryland.

NOTE 2 BASIS OF PRESENTATION

In the opinion of management, the accompanying unaudited condensed consolidated financial statements include all adjustments, consisting of normal recurring
adjustments, which are necessary to present fairly our financial position, results of operations and cash flows. The condensed consolidated balance sheet at
December 29, 2007 has been derived from audited consolidated financial statements at that date. The interim results of operations are not necessarily indicative of
the results that may occur for the full fiscal year. These statements should be read in conjunction with the Consolidated Financial Statements and Notes included
in our Annual Report on Form 10-K for the year ended December 29, 2007 filed with the Securities and Exchange Commission on February 28, 2008.

Principles of consolidation: The accompanying unaudited condensed consolidated financial statements include the accounts of Nabi Biopharmaceuticals and our
wholly-owned subsidiaries (referred to as “Nabi,” the “Company,” “us,” or “we” throughout this report). All significant inter-company accounts and transactions
are eliminated in consolidation.

Accounting estimates: The preparation of financial statements in conformity with accounting principles generally accepted in the U.S. requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of income and expenses during the reporting period, including such amounts related to discontinued operations.
Actual results could differ from those estimates.

Basis of presentation and reclassifications: Certain prior period amounts have been reclassified to conform to the current year’s presentation. As discussed in
Note 3, the results of operations and the assets and the liabilities related to the Biologics SBU business as well as those amounts related to the Aloprim product
line have been accounted for as discontinued operations in accordance with Statement of Financial Accounting Standards No. 144, “Accounting for the
Impairment or Disposal of Long-Lived Assets,” or SFAS 144. Accordingly, the results of the operations related to the Biologics SBU business and to Aloprim
from prior periods have been reclassified to discontinued operations. Although we have sold substantially all assets of our corporate shared services and our
vaccine manufacturing plant, we continue to reflect these expenses in continuing operations because we continue to require similar functions on an ongoing basis.

Cash and cash equivalents: Cash equivalents consist of investments in highly liquid securities with original maturities of three months or less. At September 27,
2008 cash equivalents consisted solely of money market funds. Our cash equivalents are valued using quoted market prices. We have investment policies and
procedures that are reviewed periodically to minimize credit risk. Under our cash management system, checks issued but not presented to banks frequently result
in book overdraft balances for accounting purposes that are classified within accounts payable in our Condensed Consolidated Balance Sheets. The amount of
these checks included in accounts payable as of September 27, 2008 and December 29, 2007 was $0.4 million and $1.6 million, respectively.
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Restricted cash: Restricted cash related to discontinued operations at September 27, 2008 and December 29, 2007 of $10.6 million and $10.0 million,
respectively, relates to cash held in escrow plus interest to support any valid indemnification claims that may be made by Biotest related to the sale of our
Biologics SBU. Any remaining balance plus interest will be released to us April 15, 2009. As of October 31, 2008, Biotest had not asserted any indemnification
claims.

New accounting pronouncements: In September 2006, the Financial Accounting Standards Board, or FASB, issued SFAS No. 157, “Fair Value Measurements.”
SFAS 157 defines fair value, establishes a framework for measuring fair value in generally accepted accounting principles and expands disclosures about fair
value measurements. SFAS 157 applies to other accounting pronouncements that require or permit fair value measurements and does not require any new fair
value measurements. SFAS 157 is effective for fiscal years beginning after November 15, 2007. We adopted SFAS 157 beginning in the first quarter of our 2008
fiscal year and it did not have a material impact to our financial position or results of operations.

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial Liabilities,” which gives companies the option to
measure eligible financial assets, financial liabilities and firm commitments at fair value (i.e., the fair value option), on an instrument-by-instrument basis, that are
otherwise not permitted to be accounted for at fair value under other accounting standards. The election to use the fair value option is available when an entity
first recognizes a financial asset or financial liability or upon entering into a firm commitment. Subsequent changes in fair value must be recorded in earnings.
SFAS 159 is effective for financial statements issued for fiscal years beginning after November 15, 2007. We adopted SFAS 159 beginning in the first quarter of
our 2008 fiscal year and currently have elected not to use the fair value option for any eligible financial assets or liabilities.

In March 2007, the Emerging Issues Task Force, or EITF, issued EITF Issue No. 06-10, “Accounting for Deferred Compensation and Postretirement Benefit
Aspects of Collateral Assignment Split-Dollar Life Insurance Arrangements,” or EITF 06-10. EITF 06-10 provides guidance to help companies determine
whether a liability for the postretirement benefit associated with a collateral assignment split-dollar life insurance arrangement should be recorded in accordance
with either SFAS No. 106, “Employers’ Accounting for Postretirement Benefits Other Than Pensions” (if, in substance, a post-retirement benefit plan exists), or
Accounting Principles Board Opinion No. 12 (if the arrangement is, in substance, an individual deferred compensation contract). EITF 06-10 also provides
guidance on how a company should recognize and measure the asset in a collateral assignment split-dollar life insurance contract. EITF 06-10 is effective for
fiscal years beginning after December 15, 2007. We adopted EITF 06-10 beginning in the first quarter of our 2008 fiscal year and it did not have a material
impact to our financial position or results of operations.

In June 2007, the EITF issued EITF Issue 07-03, “Accounting for Advance Payments for Goods or Services to Be Used in Future Research and Development,” or
EITF 07-03. EITF 07-03 addresses the accounting for the non-refundable portion of a payment made by a research and development entity for future research and
development activities. Under EITF 07-03, an entity is required to defer and capitalize non-refundable advance payments made for research and development
activities until the related goods are delivered or the related services are performed. EITF 07-03 is effective for fiscal years beginning after December 15, 2007.
We adopted EITF 07-03 beginning in the first quarter of our 2008 fiscal year and it did not have a material impact to our financial position or results of
operations.

In May 2008, the FASB issued FASB Staff Position No. APB 14-1, “Accounting for Convertible Debt Instruments That May Be Settled in Cash upon Conversion
(Including Partial Cash Settlement).” APB 14-1 clarifies that (1) convertible debt instruments that may be settled in cash upon conversion, including partial cash
settlement, are not considered debt instruments within the scope of APB 14-1, “Accounting for Convertible Debt and Debt Issued with Stock Purchase Warrants,”
and (2) issuers of such instruments should separately account for the liability and equity components of those instruments by allocating the proceeds from
issuance of the instrument between the liability component and the embedded conversion option (i.e., the equity component). APB 14-1 is effective for fiscal
years beginning after December 15, 2008 and is required to be applied retrospectively to convertible debt instruments that are within the scope of this guidance
and were outstanding during any period presented in the financial statements. Our Convertible Senior Notes (see Note 10 to our consolidated financial statements
included in this Quarterly Report) fall within the scope of this guidance. While APB 14-1 does not change the cash flow requirements under our Convertible
Senior Notes, non-cash interest expense will increase as a result of amortizing the discounted carrying value of our Convertible Senior Notes. We are currently
assessing the impact of adopting APB 14-1 and expect that adoption will require us to restate our consolidated financial statements from 2005 and forward.
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NOTE 3 DISCONTINUED OPERATIONS

On December 4, 2007, we sold certain assets constituting our Biologics SBU and certain corporate shared services assets to Biotest for $185 million in cash, $10
million of which was placed into an escrow account to support any valid indemnification claims made by Biotest on or before March 31, 2009. Included in the
assets sold were Nabi-HB® [Hepatitis B Immune Globulin (Human)], our plasma business assets including nine FDA-certified plasma collection centers across
the U.S., our state-of-the-art plasma protein production plant, and the investigational products, IVIG, Civacir®, Anti-D and Altastaph as well as most of our
corporate shared services assets (other than cash, cash equivalents and marketable securities) and our Boca Raton, Florida headquarters and real property. We
retained all accounts receivable and the vast majority of liabilities associated with the biologics business. We recorded a net gain on this sale of $78.4 million
during the fourth quarter of 2007 in discontinued operations. In addition, under terms of our agreement with Biotest, until such time as Biotest receives FDA and
applicable state regulatory licenses required to market and sell Nabi-HB, we agreed that Biotest could effectively operate under Nabi’s FDA Licenses and certain
other regulatory permits. Further, because Nabi continues to hold the applicable licenses and permits, pending formal receipt of Biotest’s required licenses and
other regulatory permits, Biotest customers remit payments for Nabi-HB to Nabi which Nabi will subsequently remit to Biotest once the required licenses and
permits are obtained. Biotest has informed us that they received all the necessary licenses and permits as of September 27, 2008. At September 27, 2008 we
recorded a payable of $0.4 million representing cash collected by us but due to Biotest under this arrangement and classified the payable as current liabilities from
discontinued operations.

We also entered into the following agreements with Biotest: (i) a Transition Services Agreement pursuant to which the parties agreed to provide transition
services (including services related to finance, human resources, information technologies, and clinical and regulatory) to each other for a period of up to six
months after closing for a price equal to 150% of direct salary costs plus out of pocket costs, except that there will be no charge for services provided by Biotest
to us through February 4, 2008, (ii) a Contract Manufacturing Agreement pursuant to which Biotest will provide manufacturing and technology transfer services
related to NicVAX and PentaStaph to us at cost until December 31, 2009, (iii) a Right of First Negotiation/Refusal Agreement pursuant to which we granted
Biotest a right of first negotiation and a right of first refusal to obtain rights to utilize PentaStaph and to license the PentaStaph intellectual property that is
necessary to enable Biotest to use PentaStaph solely for purposes relating to the production of Altastaph, and (iv) a Trademark License Agreement pursuant to
which, we will license to Biotest the “Nabi-HB” trademarks on a worldwide, perpetual, royalty-free basis solely for Biotest’s use in the promotion, distribution
and sale of Nabi-HB. Under the Transition Services Agreement at September 27, 2008, Biotest owed us $0.5 million which is recorded as a current receivable
from discontinued operations, and we owed Biotest $0.6 million which is recorded as a current payable from discontinued operations. The Transition Services
Agreement expired in accordance with its terms on June 4, 2008. However, the parties have continued to provide certain transition services to each other under
the fee structure set forth in the Transition Services Agreement.

During the second quarter of 2007, we sold certain assets related to Aloprim to Bioniche Teoranta, for aggregate sale proceeds of $3.7 million. Of that amount,
$1.3 million was received at closing, $1.4 million was received in the fourth quarter of 2007 and $1.0 million is due on December 26, 2008. The buyer also
assumed the remaining commitment under our agreement with DSM Pharmaceuticals, Inc. In connection with the closing of this transaction, we recorded a gain
of $2.6 million during the second quarter of 2007 in discontinued operations. In the first three quarters of 2007 as originally reported, we did not treat Aloprim as
a discontinued operation given its relative immateriality; however, in the fourth quarter of 2007, we reclassified these results to discontinued operations along
with the Biologics SBU business.

During the fourth quarter of 2006, we sold certain assets related to our PhosLo operations. Under the sale agreement, we received $65.0 million in cash at closing
and we subsequently earned and collected $13.0 million of additional milestone payments. We can earn up to an additional $7.5 million upon successful
completion of further milestones. In addition, the purchaser acquired product rights to a new product formulation under development and we are entitled to
royalties on sales of the new product formulation over a base amount for 10 years after the closing date until total consideration paid in the transaction reaches
$150 million.

The assets and liabilities related to our Biologics SBU business, Aloprim and PhosLo have identifiable cash flows that are largely independent of the cash flows
of other groups of assets and liabilities and we will not have a significant continuing involvement with the related products beyond one year after the closing of
the transactions. Therefore, in accordance with SFAS 144, the accompanying unaudited condensed consolidated financial statements report the assets and
liabilities, and the results of operations, related to our biologics business, Aloprim and PhosLo as discontinued operations for all periods presented.
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The following table presents the major classes of assets and liabilities that have been presented as assets of discontinued operations and liabilities of discontinued
operations in the accompanying unaudited condensed consolidated balance sheets:
 

In thousands   
September 27,

2008   
December 29,

2007
Accounts receivable, net   $ 500  $ 2,690
Receivable due from Biotest    465   —  
Restricted cash    10,570   —  
Other assets    1,099   1,926

        

Total current assets of discontinued operations    12, 634   4,616

Restricted cash    —     10,027
        

Total assets of discontinued operations   $ 12,634  $ 14,643
        

Accounts payable   $ —    $ 721
Payable due to Biotest    604   295
Accrued expenses and other liabilities    2,998   8,180
Notes payable, net    —     352

        

Total liabilities of discontinued operations   $ 3,602  $ 9,548
        

The restricted cash balance relates to funds deposited by Biotest plus interest associated with the sale of our Biologics SBU business and is classified as a current
asset in our condensed consolidated balance sheet since it will be released, subject to any valid claims by Biotest, on April 15, 2009. The balance of other assets at
September 27, 2008 and December 29, 2007 includes the remaining $1.0 million note receivable associated with the Aloprim transaction, which is due in
December 2008. Accrued expenses and other liabilities at September 27, 2008 and December 29, 2007 include $3.0 million and $4.3 million, respectively, of
accrued rebates and other sales discounts and credits.

NOTE 4 INCOME (LOSS) PER SHARE

Basic net income (loss) per common share is calculated using the weighted average number of common shares outstanding during the periods, excluding unvested
restricted stock. Diluted net income (loss) per common share is calculated using the weighted average number of common shares and dilutive common equivalent
shares outstanding during the periods, plus the effects of an assumed conversion of the Company’s Convertible Senior Notes, if dilutive, after giving effect to all
adjustments that would result from such assumed conversion. The dilutive impact of stock options and restricted stock is determined by applying the treasury
stock method. In periods of net loss from continuing operations, the assumed conversion of Convertible Senior Notes and stock options are anti-dilutive. A total
of 305,889 and 142,489 common stock equivalents have been excluded from the calculation of diluted net loss per share in the three months ended September 27,
2008 and September 29, 2007, respectively, because their inclusion would be anti-dilutive. In addition, a total of 214,817 and 289,619 common stock equivalents
have been excluded from the calculation of diluted net loss per share in the nine months ended September 27, 2008 and September 29, 2007, respectively, because
their inclusion would be anti-dilutive.

NOTE 5 COMMITMENTS AND CONTINGENCIES

During 2006, we engaged an outside consultant to assess our pricing programs under Medicare/Medicaid and other governmental pricing programs during the
period from 2002 through the second quarter of 2006. In connection with this review, we identified additional liabilities related to discontinued operations for
possible overbilling under Medicare/Medicaid and other governmental pricing programs, of which the remaining amounts due were approximately $2.1 million
and $2.5 million, respectively at September 27, 2008 and December 29, 2007, which are included in the amounts recorded as accrued rebates. We are paying
these obligations as they are rebilled to us. The calculated amount due assumes that we will be successful in rebilling ineligible entities that improperly received
best prices.
 

9



Table of Contents

On January 22, 2008, we announced that we had retained Banc of America Securities LLC to assist with our continued exploration of the full range of strategic
alternatives available to us to further enhance shareholder value. These alternatives may include, but are not limited to, licensing or development arrangements,
joint ventures, strategic alliances, a recapitalization, and the sale or merger of all or part of the company. We have agreed to pay Banc of America Securities LLC
1.1% of the value of a qualifying transaction with a minimum of $1.8 million upon the successful completion of a strategic transaction as defined in our
agreement with them. In October 2008, we engaged the services of a life sciences strategic advisory firm to assist with the strategic alternatives process. We have
agreed to pay this firm a fee of up to $3.5 million upon the successful completion of a strategic transaction.

We have agreements with certain members of our senior management that include certain cash payments and equity-based award modifications in the event of a
termination of employment or a change in control of the Company.

Litigation

We are parties to legal proceedings that we believe to be ordinary, routine litigation incidental to the business of present or former operations. It is management’s
opinion, based on the advice of counsel, that the ultimate resolution of such litigation will not have a material adverse effect on our financial condition, results of
operations or cash flows.

We announced on August 4, 2008 a settlement of an arbitration proceeding against Inhibitex, Inc., or Inhibitex, effective August 1, 2008. Under the terms of the
settlement, Inhibitex agreed to pay us a total of $2.2 million, $1.7 million in connection with the execution of the settlement and $0.5 million by October 15, 2008
with 5% interest from August 1, 2008. We received full payment for this settlement as of October 15, 2008.

NOTE 6 INCOME TAXES

Uncertain Income Tax Positions

We file income tax returns in the U.S. federal jurisdiction, with various states and with various foreign jurisdictions. We are subject to tax audits in all
jurisdictions for which we file tax returns. Tax audits by their very nature are often complex and can require several years to complete.

Federal: Under the tax statute of limitations applicable to the Internal Revenue Code, we are no longer subject to U.S. federal income tax examinations by the
Internal Revenue Service for years before 2003. However, because we are carrying forward income tax attributes, such as net operating losses and tax credits
from 2002 and earlier tax years, these attributes can still be audited when utilized on returns filed in the future.

State: Under the statutes of limitation applicable to most state income tax laws, we are no longer subject to state income tax examinations by tax authorities for
years before 2003 in states in which we have filed income tax returns. Certain states may take the position that we are subject to income tax in such states even
though we have not filed income tax returns in such states and, depending on the varying state income tax statutes and administrative practices, the statute of
limitations in such states may extend to years before 2003.

Foreign: We began foreign operations in 2004. We are subject to foreign tax examinations by tax authorities for all such years of operation.

Other Income Tax Disclosures

At September 27, 2008 we recorded a valuation allowance against all of our deferred tax assets. As a result of this valuation allowance, we expect our full year
effective tax rate for continuing operations to be 0%.

Under Section 382 of the Internal Revenue Code of 1986, as amended, or Section 382, certain significant changes in ownership may restrict the future utilization
of our tax loss carryforwards. The annual limitation is equal to the value of our stock immediately before the ownership change, multiplied by the long-term tax-
exempt rate. Based upon preliminary calculations, we estimate that the utilization of pre-Section 382 ownership change tax losses for federal income tax purposes
would be limited to approximately $14.2 million per year. As a result, federal net operating losses may expire before we are able to fully utilize them. As we have
recorded a full valuation allowance against our net deferred tax assets, there is no current impact of this limitation for financial reporting purposes.

NOTE 7 SUPPLEMENTAL FAIR VALUE DISCLOSURES

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements. SFAS 157 defines fair value, establishes a framework for measuring fair value in
accordance with accounting principles generally accepted in the United States, and expands disclosures about fair value measurements. The Company has
adopted the provisions of SFAS 157 as of the beginning of the first quarter of our 2008 fiscal year for financial instruments. Although the adoption of SFAS 157
did not materially impact the
Company’s financial position or results of operations, the Company is now required to provide additional disclosures as part of its financial statements.
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SFAS 157 establishes a three-tier fair value hierarchy, which prioritizes the inputs used in measuring fair value. These tiers include:
 

 •  Level 1, defined as observable inputs such as quoted prices in active markets for identical assets;
 

 
•  Level 2, defined as observable inputs other than level 1 prices such as quoted prices for similar assets; quoted prices in markets that are not active; or

other inputs that are observable or can be corroborated by observable market data for substantially the full term of the assets or liabilities; and
 

 •  Level 3, defined as unobservable inputs in which little or no market data exists, therefore requiring an entity to develop its own assumptions.

All cash and cash equivalents are recorded at fair market value at September 27, 2008. The inputs used in measuring the fair value of these instruments are
considered to be Level 2 in accordance with the SFAS 157 fair value hierarchy. The fair market values are based on period-end statements supplied by the various
banks and brokers that held the majority of the Company’s funds deposited in institutional money market mutual funds with the remainder held in regular interest
bearing and non-interest bearing depository accounts with commercial banks.

NOTE 8 CONVERTIBLE SENIOR NOTE REPURCHASE

In 2008, we repurchased $38.6 million of our Convertible Senior Notes consisting of $31.6 million during the second quarter and $7.0 million during the third
quarter. We paid $35.2 million which included the principal payment of $38.6 million and accrued interest of $0.1 million, net of a discount of $3.5 million. As a
result of these transactions, we recorded a gain of $2.4 million after accounting for $1.1 million of amortized issue costs and discounts pertaining to the original
issue of the Convertible Senior Notes in 2005. We recorded this $2.4 million gain in other income (expense), net in our Condensed Consolidated Statements of
Operations. Since December 2007, we have repurchased a total of $77.4 million of our notes at a total cost of $69.5 million including accrued interest.
Subsequent to quarter end through October 31, 2008, we have repurchased an additional $18.7 million of our Convertible Senior Notes. We paid $16.6 million
which included the principal payment of $18.7 million, net of a discount of $2.1 million.

NOTE 9 SHARE REPURCHASE

On December 6, 2007, our Board of Directors approved the repurchase of up to $65 million of our common stock in the open market or in privately negotiated
transactions. This share repurchase program includes the $3.1 million outstanding balance from the $5.0 million share repurchase program we announced in 2001.
In the first quarter of 2008 the Company purchased 4.5 million shares at a cost of $16.9 million with an average cost per share of $3.72. In the second and third
quarters of 2008 the Company did not purchase any shares under the share repurchase program. As the purchase of treasury shares are accounted for on the trade
date, the settlement of trades executed in the fourth quarter of 2007 which were settled in the first quarter of 2008 increased the cash used to purchase treasury
shares in the first nine months of the year by $1.8 million to $18.7 million as reported in the Condensed Consolidated Statement of Cash Flows. Since the
inception of the program through September 27, 2008, we have acquired a total of 9.5 million shares for a total cost of $35.2 million. At September 27, 2008,
$29.8 million remains available for share repurchase under the current authorization. Repurchased shares have been accounted for as treasury stock using the cost
method. Subsequent to quarter end, through October 31, 2008, we have repurchased an additional 112,649 shares for $348 thousand.

NOTE 10 STOCK BASED COMPENSATION

Stock Options

A summary of option activity under our stock compensation plans as of September 27, 2008, and the changes during the first nine months of 2008 is presented
below:
 

Options   Number of Options 
Outstanding at December 29, 2007   6,207,678 
Granted   612,250 
Exercised   (119,750)
Forfeited   (198,130)
Expired   (2,331,287)

   
 

Outstanding at September 27, 2008   4,170,761 
   

 

Exercisable at September 27, 2008   2,857,282 
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We recognized $0.4 million and $1.4 million of expense related to stock option awards in the three and nine month periods ending September 27, 2008,
respectively. We recognized $0.6 million and $1.6 million of expense related to stock option awards in the three and nine month periods ending September 29,
2007, respectively.

We granted 612,250 options during the first nine months of 2008 with an average fair value of $2.45. The grants included options to purchase 392,250 shares
which become exercisable over four years in equal annual installments after the date of grant and options to purchase 220,000 shares granted to our outside
directors and corporate secretary which vest over one year in equal quarterly installments. We estimated the fair value of each stock option on the date of grant
using a Black-Scholes option-pricing formula, applying the following assumptions and amortize expense over the option’s vesting period using the straight-line
attribution approach:
 

Expected term (in years)   4.50 - 6.29    
Risk-free interest rate   2.48% - 3.45%
Expected volatility   73.3% - 76.4%
Expected dividend yield   0.0%

Expected Term: The expected term represents the period over which the share-based awards are expected to be outstanding based on the historical experience of
our employees.

Risk-Free Interest Rate: The Company based the risk-free interest rate used in the assumptions on the implied yield currently available on U.S. Treasury zero-
coupon issues with a remaining term equivalent to the stock option award’s expected term.

Expected Volatility: The volatility factor used in the assumptions is based on the historical price of our stock over the most recent period commensurate with the
expected term of the stock option award.

Expected Dividend Yield: We do not intend to pay dividends on common stock for the foreseeable future. Accordingly, we used a dividend yield of zero in the
assumptions.

Restricted Stock

A summary of our restricted stock awards as of September 27, 2008 and the changes during the first nine months of 2008 is presented below:
 

   Number of Shares 
Nonvested at December 29, 2007   582,793 
Granted   195,700 
Vested   (279,332)
Forfeited   (44,624)

   
 

Nonvested at September 27, 2008   454,537 
   

 

We recognized $0.2 million and $1.1 million of expense related to restricted stock awards in the three and nine month periods ending September 27, 2008,
respectively. We recognized $0.3 million and $0.5 million of expense related to restricted stock awards in the three and nine month periods ending September 29,
2007, respectively.

During the first nine months of 2008, we granted 195,700 restricted shares with an average fair value of $3.94, of which 138,700 shares vest over four years in
equal installments after the date of grant, 50,000 shares vested immediately and 7,000 shares vest in one year from the date of grant.
 
Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following is a discussion and analysis of the major factors contributing to our financial condition and results of operations for the three and nine months
ended September 27, 2008 and September 29, 2007. The discussion and analysis should be read in conjunction with the unaudited condensed consolidated
financial statements and notes thereto.

OVERVIEW

We are a biopharmaceutical company focused on the development of products that address unmet medical needs in the areas of nicotine addiction and infectious
disease. We leverage our experience and knowledge in powering the human immune system to target serious medical conditions in these areas. Our products in
development are NicVAX® [Nicotine Conjugate Vaccine], an innovative and proprietary investigational vaccine for treatment of nicotine addiction and
prevention of smoking relapse, and PentaStaphTM [Pentavalent S.aureus Vaccine], a new pentavalent vaccine designed to prevent S.aureus infections including
those infections caused by the most dangerous antibiotic-resistant strains of S.aureus.
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NicVAX and PentaStaph will require additional development, including preclinical testing and human studies for PentaStaph and additional human testing for
NicVAX, as well as regulatory approvals before they can marketed. We are continuing to develop NicVAX and PentaStaph while we search for partners who will
assist in their further development and commercialization.

In June 2007, we sold certain assets related to our product Aloprim® (allopurinol sodium for Injection) Product, or Aloprim, for proceeds of $3.7 million. On
December 4, 2007, we sold certain assets constituting our Biologics Strategic Business Unit (SBU) and certain corporate shared services assets to Biotest for
$185.0 million in cash ($10.0 million of which has been escrowed for valid indemnification claims asserted on or before March 31, 2009). Consequently, as of
December 29, 2007, we had sold all of our marketed products, moved our corporate headquarters to Rockville, Maryland and focused our efforts on developing
and partnering our NicVAX and PentaStaph products.

On January 22, 2008, we announced that we had retained Banc of America Securities LLC to assist with our continued exploration of the full range of strategic
alternatives available to us to further enhance shareholder value. These alternatives may include, but are not limited to, licensing or development arrangements,
joint ventures, strategic alliances, a recapitalization, and the sale or merger of all or part of the company. In October 2008, we engaged the services of a life
sciences strategic advisory firm to assist with the strategic alternatives process.

RESULTS OF OPERATIONS

For all periods shown, the results from the Biologics SBU business, as well as Aloprim and PhosLo product lines have been reclassified as discontinued
operations.

FOR THE THREE MONTHS ENDED SEPTEMBER 27, 2008 AND SEPTEMBER 29, 2007

General and administrative expenses. General and administrative expenses were $2.1 million for the third quarter of 2008 compared to $6.4 million for the third
quarter of 2007. The decrease of $4.3 million reflects the reduced scale of our operations following the sale of our Biologics SBU in December 2007, and our
continued efforts to reduce overall infrastructure costs, principally including legal and accounting costs.

Research and development expenses. Research and development expenses were $3.4 million for the third quarter of 2008 compared to $4.5 million for the third
quarter of 2007. The decrease of $1.1 million is primarily due to a reduction in our new product discovery and development efforts as we focus on our current
product candidates.

Interest income. Interest income was $0.8 million and $1.4 million for the third quarters of 2008 and 2007, respectively. The decrease in interest income is the
result of generally prevailing lower interest rates for our investments in money market funds in the third quarter of 2008 as compared to the third quarter of 2007,
partially offset by an increase in our average cash balance as a result of our sale of the Biologics SBU in the fourth quarter of 2007.

Interest expense. Interest expense was $0.3 million and $0.9 million for the third quarters of 2008 and 2007, respectively. The decrease in interest expense reflects
the impact of the repurchase of $38.8 million par value Convertible Senior Notes in December 2007 and the repurchase of $31.6 million par value and $7.0
million par value Convertible Senior Notes during the second and third quarter, respectively, in 2008.

Other income (expenses), net. Other income includes $0.6 million gain on the repurchase of our Convertible Senior Notes in the third quarter of 2008.

Income taxes. During 2008 and consistent with 2007, we recorded a full valuation allowance against all net deferred tax assets. As a result of this valuation
allowance, the effective tax rate for continuing operations for both years is 0%.

FOR THE NINE MONTHS ENDED SEPTEMBER 27, 2008 AND SEPTEMBER 29, 2007

General and administrative expenses. General and administrative expenses were $10.1 million for the first nine months of 2008 compared to $21.0 million for the
comparable 2007 period. The decrease of $10.9 million reflects the reduced scale of our operations following the sale of our Biologics SBU and our continued
efforts to reduce overall infrastructure costs. Included in the first quarter of 2007 were severance-related charges of $1.6 million associated with the resignation of
the Company’s former President and Chief Executive Officer

Research and development expenses. Research and development expenses were $9.9 million for the first nine months of 2008 compared to $15.3 million for the
comparable 2007 period. The decrease of $5.4 million is primarily due to a reduction in our new product discovery and development efforts as we focus on our
current product candidates.

Interest income. Interest income was $4.1 million and $4.4 million for the first nine months of 2008 and 2007, respectively. The decrease in interest income is the
result of generally prevailing lower interest rates for our investments in money market funds during 2008 partially offset by an increase in our average cash
balance due to the sale of the Biologics SBU in fourth quarter of 2007.
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Interest expense. Interest expense was $1.3 million and $2.6 million for the first nine months of 2008 and 2007, respectively. The decrease in interest expense
reflects the impact of the repurchase of $38.8 million par value Convertible Senior Notes in December 2007 at a discount of $4.7 million and the repurchase of
$31.6 million par value and $7.0 million par value Convertible Senior Notes during the second and third quarter, respectively, in 2008 at a discount of $3.5
million.

Other income (expenses), net. Other income includes $2.4 million gain on the repurchase of our Convertible Senior Notes in the second and third quarters of
2008.

Income taxes. During 2008 and consistent with 2007, we recorded a full valuation allowance against all net deferred tax assets. As a result of this valuation
allowance, the effective tax rate for continuing operations for both years is approximately 0%.

DISCONTINUED OPERATIONS

On December 4, 2007, we sold certain assets constituting our Biologics SBU and certain corporate shared services assets to Biotest for $185.0 million in cash,
$10.0 million of which was placed into an escrow account to support any valid indemnification claims made by Biotest on or before March 31, 2009. As of
October 31, 2008, Biotest had not asserted any indemnification claims. Included in the assets sold were Nabi-HB® [Hepatitis B Immune Globulin (Human)], our
plasma business assets including nine FDA-certified plasma collection centers across the U.S., our state-of-the-art plasma protein production plant, and the
investigational products, IVIG, Civacir®, Anti-D and Altastaph as well as most of our corporate shared services assets (other than cash, cash equivalents and
marketable securities) and our Boca Raton, Florida headquarters and real property. We retained all accounts receivable and the vast majority of liabilities
associated with the biologics business. We recorded a net gain on this sale of $78.4 million during the fourth quarter of 2007 in discontinued operations. In
addition, under terms of our agreement with Biotest, until such time as Biotest receives FDA and applicable state regulatory licenses required to market and sell
Nabi-HB, we agreed that Biotest could effectively operate under Nabi’s FDA Licenses and certain other regulatory permits. Further, because Nabi continues to
hold the applicable licenses and permits, pending formal receipt of Biotest’s required licenses and other regulatory permits, Biotest customers remit payment for
Nabi-HB to Nabi which Nabi will subsequently remit to Biotest once the required licenses and permits are obtained. Biotest has informed us that they have
received all the necessary licenses and regulatory permits as of September 27, 2008.

We also entered into the following agreements with Biotest: (i) a Transition Services Agreement pursuant to which the parties agreed to provide transition
services (including services related to finance, human resources, information technologies, and clinical and regulatory) to each other for a period of up to six
months after closing for a price equal to 150% of direct salary costs plus out of pocket costs, except that there will be no charge for services provided by Biotest
to us through February 4, 2008, (ii) a Contract Manufacturing Agreement pursuant to which Biotest will provide manufacturing and technology transfer services
related to NicVAX and PentaStaph to us at cost until December 31, 2009, (iii) a Right of First Negotiation/Refusal Agreement pursuant to which we granted
Biotest a right of first negotiation and a right of first refusal to obtain rights to utilize PentaStaph and to license the PentaStaph intellectual property that is
necessary to enable Biotest to use PentaStaph solely for purposes relating to the production of Altastaph, and (iv) a Trademark License Agreement pursuant to
which, we will license to Biotest the “Nabi-HB” trademarks on a worldwide, perpetual, royalty-free basis solely for Biotest’s use in the promotion, distribution
and sale of Nabi-HB. The Transition Services Agreement expired in accordance with its terms on June 4, 2008. However, the parties have continued to provide
certain transition services to each other under the fee structure set forth in the Transition Services Agreement.

During the second quarter of 2007, we sold certain assets related to Aloprim to Bioniche Teoranta, for aggregate sale proceeds of $3.7 million. Of that amount,
$1.3 million was received at closing, $1.4 million was received in the fourth quarter of 2007 and $1.0 million is due on December 26, 2008. The buyer also
assumed the remaining commitment under our agreement with DSM Pharmaceuticals, Inc. In connection with the closing of this transaction, we recorded a gain
of $2.6 million during the second quarter of 2007 in discontinued operations. In the first three quarters of 2007 as originally reported, we did not treat Aloprim as
a discontinued operation given its relative immateriality. However, in the fourth quarter of 2007, we reclassified these results to discontinued operations along
with the Biologics SBU business.

During the fourth quarter of 2006, we sold certain assets related to our PhosLo operations. Under the sale agreement, we received $65.0 million in cash at closing
and we subsequently earned and collected $13.0 million of additional milestone payments. We can earn up to an additional $7.5 million upon successful
completion of further milestones. In addition, the purchaser acquired product rights to a new product formulation under development and we are entitled to
royalties on sales of the new product formulation over a base amount for 10 years after the closing date until total consideration paid in the transaction reaches
$150 million.

The assets and liabilities related to our Biologics SBU business, Aloprim and PhosLo have identifiable cash flows that are largely independent of the cash flows
of other groups of assets and liabilities and we will not have a significant continuing involvement with the related products beyond one year after the closing of
the transactions. Therefore, in accordance with SFAS 144, the accompanying unaudited condensed consolidated financial statements report the assets and
liabilities, and the results of operations, related to our biologics business, Aloprim and PhosLo as discontinued operations for all periods presented.
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LIQUIDITY AND CAPITAL RESOURCES

Our cash, cash equivalents and marketable securities at September 27, 2008 totaled $152.2 million as compared to $219.2 million at December 29, 2007. This
decline is primarily the result of the payments of $35.1 million for the repurchases of $38.6 million par value Convertible Senior Notes in May, July and August
2008, the payment of $18.7 million in the settlement of treasury stock purchases in the first quarter of 2008, and net cash used in operating activities of $15.7
million, offset by $2.5 million provided by investing activities from discontinued operations during the first nine months of 2008. Included in the balance of cash,
cash equivalents and marketable securities is $0.4 million representing cash collected from the sale of Nabi-HB that is to be remitted to Biotest. At September 27,
2008, we also had restricted cash of $10.6 million related to discontinued operations that is held in escrow subject to any valid indemnification claims by Biotest
related to the sale of our Biologics SBU. Any balance net of valid claims will be released to us on April 15, 2009. As of October 31, 2008, Biotest had not
asserted any indemnification claims.

Cash used in operating activities from continuing operations for the nine months ended September 27, 2008 was $16.0 million, compared to $31.9 million for the
nine months ended September 29, 2007. The decrease in cash used was primarily associated with our reduction in operating costs. Cash provided by operating
activities from discontinued operations for the nine months ended September 27, 2008 was $0.3 million, relating to the net of cash payments and collections
resulting from the sale of our Biologics SBU business in December 2007.

Cash provided by investing activities from continuing operations for the nine months ended September 27, 2008 was $1.7 million, consisting largely of net
proceeds from the sale of marketable securities. Cash provided by investing activities from discontinued operations for the nine months ended September 27,
2008 was $2.5 million, consisting of a milestone payment in May 2008 related to the sale of the PhosLo operations.

On December 6, 2007, our Board of Directors approved the repurchase of up to $65 million of our common stock in the open market or in privately negotiated
transactions. This share repurchase program includes the $3.1 million outstanding balance from the $5.0 million share repurchase program we announced in 2001.
In the first quarter of 2008 the Company purchased 4.5 million shares at a cost of $16.9 million with an average cost per share of $3.72. In the second and third
quarters of 2008 the Company did not purchase any shares under the share repurchase program. As the purchase of treasury shares are accounted for on the trade
date, the settlement of trades executed in the fourth quarter of 2007 which were settled in the first quarter of 2008 increased the cash used to purchase Treasury
shares in the first six months of the year by $1.8 million to $18.7 million as reported in the Condensed Consolidated Statement of Cash Flows. Since the inception
of the program through September 27, 2008, we have acquired a total of 9.5 million shares for a total cost of $35.2 million. At September 27, 2008, $29.8 million
remains available for share repurchase under the current authorization. Repurchased shares have been accounted for as treasury stock using the cost method.
Subsequent to quarter end, through October 31, 2008, we have repurchased an additional 112,649 shares for $348 thousand.

On April 19, 2005, we issued $100.0 million of Convertible Senior Notes through a private offering to qualified institutional buyers as defined under Rule 144A
of the Securities Act of 1933, as amended, the Securities Act. On May 13, 2005, the initial purchasers exercised $12.4 million of their option to purchase
additional Convertible Senior Notes to cover over allotments. A $3.4 million discount was granted to the initial purchasers and an additional $0.3 million in
deferred charges were recorded for professional fees related to the issuance. Net cash proceeds from the offering totaled $108.7 million. In December 2007 we
repurchased $38.8 million of our Convertible Senior Notes in two transactions for a total of $34.1 million resulting in a net gain of $3.6 million. In May, July and
August 2008 we repurchased an additional $31.6 million, $2.0 million and $5.0 million respectively of our Convertible Senior Notes resulting in a net gain of
$2.4 million recorded in other income. Interest on our Convertible Senior Notes is payable on each April 15 and October 15, beginning October 15, 2005. We can
redeem our Convertible Senior Notes at 100% of their principal amount, plus accrued and unpaid interest, any time on or after April 18, 2010. Holders of our
Convertible Senior Notes may require us to repurchase our Convertible Senior Notes for 100% of their principal amount, plus accrued and unpaid interest, on
April 15, 2010, April 15, 2012, April 15, 2015 and April 15, 2020, or following the occurrence of a fundamental change as defined in the indenture agreement
governing the Notes. We may continue to repurchase our Convertible Senior Notes in the open market or in privately negotiated transactions. Subsequent to
quarter end through October 31, 2008, we have repurchased an additional $18.7 million of our Convertible Senior Notes. We paid $16.6 million which included
$18.7 million, net of a discount of $2.1 million.

On December 7, 2004, we filed a shelf registration statement on Form S-3 with the Securities and Exchange Commission. This registration statement will permit
us, from time to time, to offer and sell up to $175 million of equity or debt securities. If we elect to sell securities under this registration statement, we anticipate
using net proceeds from such sales to provide additional funds for general corporate purposes, including but not limited to clinical trials, research, development
and marketing expenses, and new acquisition and licensing costs.

On January 22, 2008, we announced that we had retained Banc of America Securities LLC to assist with our continued exploration of the full range of strategic
alternatives available to us to further enhance shareholder value. These alternatives may include, but are not limited to, licensing or development arrangements,
joint ventures, strategic alliances, a recapitalization, and the sale or merger
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of all or part of the company. We have agreed to pay Banc of America Securities LLC 1.1% of the value of a qualifying transaction with a minimum of $1.8
million upon the successful completion of a strategic transaction as defined in our agreement with them. In October 2008, we engaged the servies of a life
sciences strategic advisory firm to assist with the strategic alternatives process. We have agreed to pay this firm a fee of up to $3.5 million upon the successful
completion of a strategic transaction.

We believe cash and cash equivalents on hand at September 27, 2008 will be sufficient to meet our anticipated cash requirements for operations and debt service
for at least the next 12 months.

CRITICAL ACCOUNTING POLICIES

We believe that the following policies and estimates are critical because they involve significant judgments, assumptions and estimates. We have discussed the
development and selection of our critical accounting estimates with the Audit Committee of our Board of Directors and the Audit Committee has reviewed the
disclosures presented below relating to those policies and estimates.

Accounting Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities (including with respect to discontinued operations) at the
date of the financial statements and the reported amounts of income and expenses during the reporting period. Actual results could differ from those estimates.

Research and Development Expense

Except for advance payments made for services, research and development costs are expensed as incurred. We use our research and development resources,
including employees, equipment and facilities, across multiple drug development programs. In circumstances where we receive grant income which is a
reimbursement to research and development costs incurred, we record the income as an offset to the related expense.

Equity-Based Compensation

Effective January 1, 2006, we adopted, using the modified-prospective transition method, the fair value recognition provisions of SFAS 123R and related
interpretations. SFAS 123R covers a wide range of share-based compensation arrangements including stock options, restricted share plans, and employee stock
purchase plans.

In applying SFAS 123R, the value of each equity-based award is estimated on the date of grant. For stock options the value is estimated using the Black-Scholes
option-pricing model. The Black-Scholes option-pricing model takes into account volatility in the price of our stock, the risk-free interest rate, the estimated life
of the equity-based award, the closing market price of our stock and the exercise price. We base our estimates of our stock price volatility on our historical stock
price over the most recent period commensurate with the expected term of the equity-based award; however, this estimate is neither predictive nor indicative of
the future performance of our stock. The estimates utilized in the Black-Scholes calculation involve inherent uncertainties and the application of management
judgment. In addition, we are required to estimate the expected forfeiture rate and only recognize expense for those options expected to vest. We recorded $2.5
million and $2.0 million of equity-based compensation expense in the first nine months of 2008 and 2007, respectively.

Liabilities of discontinued operations

We have sold a number of assets and businesses over the last several years and have, on occasion, provided indemnification for liabilities relating to product
liability, and other claims. In addition, we have retained certain liabilities related to products sold through the disposal date. We have recorded reserves related to
these obligations when appropriate. If actual experience deviates from our estimates, we may need to record adjustments to these liabilities in future periods. As
of September 27, 2008, we have accrued liabilities in discontinued operations related to accrued rebates, accrued sales discounts and other accrued sales
deductions of $3.0 million. Our estimates of these liabilities are subject to the inherent limitations of estimates that rely on third-party data, as certain third-party
information may itself rely on estimates and reflect other limitations. We also have a $10.6 million restricted cash balance as of September 27, 2008 which will be
used to settle valid indemnification claims made by Biotest related to the sale of our biologics business. As of October 31, 2008, Biotest had not asserted any
indemnification claims.

NEW ACCOUNTING PRONOUNCEMENTS

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements.” SFAS 157 defines fair value, establishes a framework for measuring fair value
in generally accepted accounting principles and expands disclosures about fair value measurements. SFAS 157 applies to other accounting pronouncements that
require or permit fair value measurements and does not require any new fair value measurements. SFAS 157 is effective for fiscal years beginning after
November 15, 2007. We adopted SFAS 157 beginning in the first quarter of our 2008 fiscal year and it did not have a material impact to our financial position or
results of operations.
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In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial Liabilities” which gives companies the option to
measure eligible financial assets, financial liabilities and firm commitments at fair value (i.e., the fair value option), on an instrument-by-instrument basis, that are
otherwise not permitted to be accounted for at fair value under other accounting standards. The election to use the fair value option is available when an entity
first recognizes a financial asset or financial liability or upon entering into a firm commitment. Subsequent changes in fair value must be recorded in earnings.
SFAS 159 is effective for financial statements issued for fiscal years beginning after November 15, 2007. We adopted SFAS 159 beginning in the first quarter of
our 2008 fiscal year and currently have not elected to use the fair value option for any eligible financial assets or liabilities.

In March 2007, the EITF issued EITF Issue 06-10, “Accounting for Deferred Compensation and Postretirement Benefit Aspects of Collateral Assignment Split-
Dollar Life Insurance Arrangements.” EITF 06-10 provides guidance to help companies determine whether a liability for the postretirement benefit associated
with a collateral assignment split-dollar life insurance arrangement should be recorded in accordance with either SFAS No. 106, “Employers’ Accounting for
Postretirement Benefits Other Than Pensions,” (if, in substance, a postretirement benefit plan exists), or Accounting Principles Board Opinion No. 12 (if the
arrangement is, in substance, an individual deferred compensation contract). EITF 06-10 also provides guidance on how a company should recognize and
measure the asset in a collateral assignment split-dollar life insurance contract. EITF 06-10 is effective for fiscal years beginning after December 15, 2007. We
adopted EITF 06-10 beginning in the first quarter of our 2008 fiscal year and it did not have a material impact to our financial position or results of operations.

In June 2007, the EITF issued EITF Issue 07-03, “Accounting for Advance Payments for Goods or Services to Be Used in Future Research and Development.”
EITF 07-03 addresses the accounting for the non-refundable portion of a payment made by a research and development entity for future research and
development activities. Under EITF 07-03, an entity would defer and capitalize non-refundable advance payments made for research and development activities
until the related goods are delivered or the related services are performed. EITF 07-03 is effective for fiscal years beginning after December 15, 2007. We adopted
EITF 07-03 beginning in the first quarter of our 2008 fiscal year and it did not have a material impact to our financial position or results of operations.

In May 2008, the FASB issued FASB Staff Position No. APB 14-1, “Accounting for Convertible Debt Instruments That May Be Settled in Cash upon Conversion
(Including Partial Cash Settlement).” The APB 14-1 clarifies that (1) convertible debt instruments that may be settled in cash upon conversion, including partial
cash settlement, are not considered debt instruments within the scope of APB 14-1, “Accounting for Convertible Debt and Debt Issued with Stock Purchase
Warrants,” and (2) issuers of such instruments should separately account for the liability and equity components of those instruments by allocating the proceeds
from issuance of the instrument between the liability component and the embedded conversion option (i.e., the equity component). The APB 14-1 is effective for
fiscal years beginning after December 15, 2008 and is required to be applied retrospectively to convertible debt instruments that are within the scope of this
guidance and were outstanding during any period presented in the financial statements. We are currently assessing the impact of adopting ABP 14-1 and expect
that adoption will require us to restate our consolidated financial statements from 2005 and forward.

FORWARD LOOKING STATEMENTS

Statements in this Quarterly Report that are not strictly historical are forward-looking statements and include statements about products in development, clinical
studies, research and development expenditures, cash requirements and alliances and partnerships. You can identify these forward-looking statements because
they involve our expectations, beliefs, projections, anticipations, or other characterizations of future events or circumstances. These forward-looking statements
are not guarantees of future performance and are subject to risks and uncertainties that may cause actual results to differ materially from those in the forward-
looking statements as a result of any number of factors. These factors include, but are not limited to, risks relating to our ability to: successfully partner with third
parties to fund, develop, manufacture and/or commercialize our products in development; initiate and conduct clinical studies; raise sufficient new capital
resources to fully develop and commercialize our products in development; attract, retain and motivate key employees; collect further milestone and royalty
payments under the PhosLo Agreement; obtain regulatory approval for our products in the U.S. or other markets; successfully contract with a third party
manufacturer for the manufacture and supply of NicVAX and PentaStaph; and comply with reporting and payment obligations under government rebate and
pricing programs; and raise additional capital on acceptable terms, or at all. Many of these factors are more fully discussed, as are other factors, in our Annual
Report on Form 10-K for the fiscal year ended December 29, 2007 filed with the Securities and Exchange Commission on February 28, 2008 and under “Risk
Factors” in this Quarterly Report. We do not undertake to update any of these forward-looking statements or to announce the results of any revisions to these
forward-looking statements except as required by law.
 
Item 3. Quantitative and Qualitative Disclosures About Market Risk

We do not engage in trading market risk sensitive instruments or purchasing hedging instruments or “other than trading” instruments that are likely to expose us
to significant market risk, whether interest rate, foreign currency exchange, commodity price or equity price risk.
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Foreign Currency Exchange Risk. We established several foreign subsidiaries in connection with the anticipated marketing and distribution of StaphVAX and
PhosLo. Activity on these subsidiaries has wound down and we expect to dissolve them in the future. We no longer defer any portion of translation gains or losses
related to foreign currency in other comprehensive income. All gains or losses are recorded in our statement of operations as other income (expense) and have
been immaterial to our results for the past two years. We expect that fluctuations in foreign currency rates will continue to have an immaterial impact on our
results. We do not speculate in the foreign exchange market and do not manage exposures that arise in the normal course of business related to fluctuations in
foreign currency exchange rates by entering into offsetting positions through the use of foreign exchange forward contracts. We also do not engage in derivative
activities.

Interest Rate Risk. Our exposure to market interest rate risk relates to our cash, cash equivalents and marketable securities. At September 27, 2008, our $152.2
million of cash and cash equivalents and marketable securities consisted principally of money market funds placed with major financial institutions. Because of
the nature of these funds and the short-term maturities of their investment securities, we do not believe that a change in market rates would have a material
negative impact on the value of our investment portfolio. Declines of interest rates over time will, however, reduce our interest income from our investments.
Interest income was $0.8 million for the third quarter of 2008.
 
Item 4. Controls and Procedures

During the third quarter 2008, our Chief Executive Officer served as Acting Chief Financial Officer and we relied on external financial consultants to provide the
majority of our internal accounting functions.

As of the end of the period covered by this Quarterly Report, management performed, with the participation of our Chief Executive Officer, an evaluation of the
effectiveness of our disclosure controls and procedures (as defined in Securities Exchange Act of 1934, as amended, or the Exchange Act, Rules 13a-15(e) and
15d-15(e)). Our disclosure controls and procedures are designed to ensure that information required to be disclosed in the reports we file or submit under the
Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms, and that such information is
accumulated and communicated to our management, including our Chief Executive Officer, to allow timely decisions regarding required disclosures. Based on
this evaluation, management, including our Chief Executive Officer, has concluded that as of September 27, 2008, the Company’s disclosure controls and
procedures were effective.

Management has identified changes in our internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) that occurred
during the third quarter of 2008 that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting, including:
 

 
•  changes in personnel of our external financial consultants on whom we continue to rely to provide a significant part of our internal accounting

functions; and
 

 
•  adoption of new procedures and internal controls over significant financial accounting processes and disclosures, such as cash disbursements,

purchasing and accounts payable, marketable securities and related interest earnings, stock-based compensation, and our financial statement closing
process (including the preparation and processing of journal entries).

To specifically address the changes identified in our internal control over financial reporting as of September 27, 2008, we developed and performed additional
substantive procedures during our quarter closing process. Management believes that these additional procedures provide reasonable assurance that that our
condensed consolidated financial statements as of and for the three month and nine month periods ended September 27, 2008, are fairly stated in all material
respects in accordance with generally accepted accounting principles in the United States.

A control system, no matter how well designed and operated, can provide only reasonable, not absolute, assurance that the objectives of the control system are
met, and therefore, no evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any, within the Company have been
detected. We do not expect that our disclosure controls and procedures or our internal control over financial reporting are able to prevent all errors and all fraud.

PART II OTHER INFORMATION
 

Item 1. Legal Proceedings

We are parties to legal proceedings that we believe to be ordinary, routine litigation incidental to the business of present or former operations. It is management’s
opinion, based on the advice of counsel, that the ultimate resolution of such litigation will not have a material adverse effect on our financial condition, results of
operations or cash flows.
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Item 1A. Risk Factors

There have been no material changes to the Risk Factors included in our 2007 Form 10-K for the year ended December 29, 2007 filed on February 28, 2008.
 
Item 5. Other Information

On November 6, 2008, Nabi Biopharmaceuticals issued a press release announcing its results of operations for the three and nine months ended September 27,
2008. A copy of the press release announcing these results is furnished as Exhibit 99.1 to this report.

The information in this Item 5 or Exhibit 99.1 shall not be deemed to be “filed” for purposes of Section 18 of the Securities Exchange Act of 1934 (the “Exchange
Act”) or otherwise subject to liability of that section, and it shall not be incorporated by reference into any filing under the Securities Act of 1933 or the Exchange
Act, regardless of any incorporation language in such filing.
 
Item 6. Exhibits
 
31.1  Rule 13a-14(a)/15d-14(a) Certification

32.1  Section 1350 Certification

99.1  Earnings Press Release issued by the Company on November 6, 2008
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SIGNATURES

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

 Nabi Biopharmaceuticals

Date: November 6, 2008  By: /s/ Raafat E.F. Fahim, Ph.D.
  Raafat E.F. Fahim, Ph.D.
  President, Chief Executive Officer and acting Chief Financial Officer

 By: /s/ Ronald B. Kocak

  

Ronald B. Kocak
Controller and Chief Accounting Officer
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EXHIBIT INDEX
 
Exhibit No.  Description
31.1  Rule 13a-14(a)/15d-14(a) Certification

32.1  Section 1350 Certification

99.1  Earnings Press Release issued by the Company on November 6, 2008
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Exhibit 31.1

CERTIFICATIONS

Rule 13a-14(a)/15d-14(a) CERTIFICATION

I, Raafat E.F. Fahim, Ph.D., certify that:
 

1. I have reviewed this report on Form 10-Q of Nabi Biopharmaceuticals;
 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

 

4. I am responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

 

 
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under my supervision,

to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to me by others within
those entities, particularly during the period in which this report is being prepared;

 

 
b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under my

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

 

 
c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report my conclusions about the

effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 

 
d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most

recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely
to materially affect, the registrant’s internal control over financial reporting; and

 

5. I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of
registrant’s board of directors (or persons performing the equivalent functions):

 

 
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which could

adversely affect the registrant’s ability to record, process, summarize and report financial information; and
 

 
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal

control over financial reporting.
 
Date: November 6, 2008  By: /s/ Raafat E.F. Fahim, Ph.D.

  Raafat E.F. Fahim, Ph.D.
  President, Chief Executive Officer and acting Chief Financial Officer



Exhibit 32.1

SECTION 1350 CERTIFICATION

The undersigned officer of Nabi Biopharmaceuticals, or the Company, hereby certifies that, as of the date of this statement, the Company’s report on Form 10-Q
for the quarter ended September 27, 2008, or the Report, fully complies with the requirements of Section 13(a) of the Securities Exchange Act of 1934 and that,
to the best of his knowledge, the information contained in the Report fairly presents, in all material respects, the financial condition of the Company as of
September 27, 2008 and the results of operations of the Company for the three and nine months ended September 27, 2008.

The purpose of this certification is solely to comply with Title 18, Chapter 63, Section 1350 of the United States Code, as amended by Section 906 of the
Sarbanes-Oxley Act of 2002. This statement is not “filed” for the purposes of Section 18 of the Securities Exchange Act of 1934 or otherwise subject to the
liabilities of that Act or any other federal or state law or regulation.
 
Date: November 6, 2008  By:  /s/ Raafat E.F. Fahim, Ph.D.

 Name: Raafat E.F. Fahim, Ph.D.
 Title:  President, Chief Executive Officer and acting Chief Financial Officer



Exhibit 99.1
 

 NEWS RELEASE

Investor Relations
301-770-3099 | www.nabi.com  

FOR IMMEDIATE RELEASE

Nabi Biopharmaceuticals Announces Third Quarter 2008 Financial Results

Rockville, Maryland, November 6, 2008 – Nabi Biopharmaceuticals (NASDAQ: NABI) today announced its third quarter financial results for the three month
period ended September 27, 2008. The Company reported a net loss from continuing operations of $4.3 million, or $0.08 per share, compared to a net loss of
$10.4 million, or $0.17 per share, for the period ended September 29, 2007. Including results from discontinued operations, Nabi had a net loss of $1.7 million, or
$0.03 per share, for the current period compared to a net loss of $15.9 million, or $0.26 per share, in the third quarter of 2007.

For the nine months ended September 27, 2008, the Company’s net loss from continuing operations was $14.7 million, or $0.28 cents per share, compared to
$34.8 million, or $0.57 cents per share, for the nine months ended September 29, 2007. Including results from discontinued operations, the net loss was $8.3
million, or $0.16 per share, compared to a net loss of $31.7 million, or $0.52 per share, in 2007.

The significant improvement in net loss from continuing operations was due to operating expense reductions of 50% and 45%, for the quarter and nine months
ended September 27, 2008 compared to 2007, respectively. These reductions reflect the effect of our efforts to reduce infrastructure costs as well as a reduced
scale of operations.

Net cash used in operating activities from continuing operations was $16.0 million for the first nine months of 2008, a 50% improvement compared to $31.9
million used in the first nine months of 2007. Cash and cash equivalents totaled $152.2 million at September 27, 2008. This balance excludes $10.6 million of
restricted cash related to discontinued operations. This restricted cash is held in escrow to support any valid indemnification claims made by Biotest. The balance
of this account will be released to Nabi in April 2009. To date, Biotest has not asserted any indemnification claims.

During the third quarter, the Company repurchased $7.0 million, par value, of its 2.875% convertible senior notes for $6.2 million, a $0.8 million discount,
resulting in a $0.6 million gain on retirement of debt. As of September 27, 2008, there are $35 million, par value, of convertible senior notes outstanding
compared to $112.4 million one year ago. Nabi has repurchased this debt at an average price of 89 cents on the dollar representing a significant discount to par
value. The Company subsequently repurchased an additional $18.7 million, par value, of these notes in October for 89 cents on the dollar.

Nabi held its End-of-Phase 2 meeting for NicVAX with the U.S. Food and Drug Administration (FDA). The FDA agreed with the Phase 3 trial design protocol
submitted by the Company and encouraged Nabi to submit a Special Protocol Assessment (SPA) application. Nabi has submitted its application and anticipates a
response from the FDA by year end. Assuming the FDA agrees with all aspects of the SPA application before year end, Nabi could initiate the planned Phase 3
clinical trial later this year.

(More)



“I am pleased with our progress from both the financial and clinical perspectives. We continued to reduce operating costs, manage our cash position and improve
our balance sheet,” said Dr. Raafat Fahim, President and Chief Executive Officer of Nabi Biopharmaceuticals. “We continue to work diligently toward achieving
the Company’s objectives with a sharp focus on the strategic alternatives process, our key corporate goal, and we are on track to accomplish our clinical
milestones for 2008. As previously announced, we are collaborating with the NIAID to advance our PentaStaph vaccine and we have completed a successful
NicVAX immunogenicity study necessary for initiation of a Phase 3 clinical trial.”

The Company is also revising its previous guidance for 2008 operating expenses and cash utilization. General and administrative expense for 2008 is expected to
decrease by 50% compared to 2007, research and development expense is expected to decrease by 25% and cash used in continuing operations to decrease by
50% compared to 2007. The original guidance for these line items was a 40% decrease in general and administrative expense, a 45% increase in research and
development expense and a 15% reduction in cash utilization. The change in research and development expense and cash utilization expectations is in part due to
timing of initiation of the NicVAX Phase 3.

Financial Results Conference Call and Webcast Information

The Company will host a live webcast at 4:30 p.m. ET today to discuss these results.

The live webcast can be accessed at: http://phx.corporate-ir.net/phoenix.zhtml?p=irol-eventDetails&c=100445&eventID=2004840
(Due to the length of this URL, it may be necessary to copy and paste this hyperlink into your browser. Remove the space if one exists.) or via the Nabi
Biopharmaceuticals website at http://www.nabi.com.

If you do not have Internet access, the U.S./Canada call-in number is 800-599-9795 and the international call-in number is 617-786-2905. The passcode is
47435332. An audio replay will be available for U.S./Canada callers at 888-286-8010 and for international callers at 617-801-6888. The replay passcode is
64891891. This audio replay also will be available through November 13, 2008. An archived version of the webcast will be available on the company’s website at
http://www.nabi.com.

About Nabi Biopharmaceuticals

Nabi Biopharmaceuticals leverages its experience and knowledge in powering the immune system to develop products that target serious medical conditions in
the areas of nicotine addiction and gram-positive bacterial infections. Nabi Biopharmaceuticals is currently developing NicVAX® (Nicotine Conjugate Vaccine),
an innovative and proprietary investigational vaccine for treatment of nicotine addiction and prevention of smoking relapse, and PentaStaphTM (Pentavalent S.
aureus Vaccine), a vaccine designed to prevent the most dangerous and prevalent strains of S. aureus bacterial infections. The company is headquartered in
Rockville, Maryland. For additional information about Nabi Biopharmaceuticals, please visit our Web site: http://www.nabi.com.

(More)



Forward-Looking Statements

Statements in this release that are not strictly historical are forward-looking statements including statements about the initiation of our planned Phase 3 NicVAX
clinical trial, guidance on operating expenses, cash utilization and general and administrative expense, strategic alternatives process, and development of our
product candidates. You can identify these forward-looking statements because they involve our expectations, beliefs, projections, anticipations or other
characterizations of future events or circumstances. These forward-looking statements are not guarantees of future performance and are subject to risks and
uncertainties that may cause actual results to differ materially from those in the forward-looking statements as a result of any number of factors. These factors
include, but are not limited to, risks relating to our ability to: receive timely FDA action on the SPA application; successfully pursue strategic and other
alternatives; obtain successful clinical trial results; receive PhosLo milestone and royalty proceeds; successfully partner with third parties to fund, develop, and
manufacture our pipeline products, including NicVAX and our gram-positive infections products; realize anticipated cost saving; attract and maintain the human
and financial resources to bring to market products in development; depend upon third parties to manufacture our products; achieve approval and market
acceptance of our products; enter into and maintain arrangements with third parties to market and sell our products; comply with reporting and payment
obligations under government rebate and pricing programs; raise additional capital on acceptable terms, or at all; and re-pay our outstanding convertible senior
notes when due. Many of these factors are more fully discussed, as are other factors, in the company’s Annual Report on Form 10-K for the fiscal year ended
December 29, 2007 and the Quarterly Report for the quarters ended March 29, 2008 and June 28, 2008 on Form 10-Q filed with the Securities and Exchange
Commission

(More)



Nabi Biopharmaceuticals
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)

(In thousands)
 

   
September 27,

2008   
December 29,

2007  
ASSETS    
Current assets:    

Cash and cash equivalents   $ 152,249  $ 217,606 
Marketable securities    —     1,600 
Prepaid expenses and other current assets    1,005   2,371 
Restricted cash related to discontinued operations    10,570   —   
Assets of discontinued operations    2,064   4,616 

    
 

   
 

Total current assets    165,888   226,193 
Property and equipment, net    1,404   1,971 
Other assets    288   379 
Restricted cash related to discontinued operations    —     10,027 

    
 

   
 

Total assets   $ 167,580  $ 238,570 
     

 

LIABILITIES AND STOCKHOLDERS’ EQUITY    
Current liabilities:    

Accounts payable   $ 1,097  $ 3,647 
Accrued expenses and other current liabilities    4, 472   7,105 
Current liabilities of discontinued operations    3,602   9,548 

    
 

   
 

Total current liabilities    9, 171   20,300 
2.875% convertible senior notes, net    34,179   71,738 

    
 

   
 

Total liabilities    43,350   92,038 
Commitments and contingencies    
Stockholders’ equity:    

Convertible preferred stock    —     —   
Common stock    6,229   6,212 
Capital in excess of par value    336,433   333,527 
Treasury stock    (40,503)  (23,608)
Accumulated deficit    (177,929)  (169,599)

    
 

   
 

Total stockholders’ equity    124,230   146,532 
    

 
   

 

Total liabilities and stockholders’ equity   $ 167,580  $ 238,570 
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Nabi Biopharmaceuticals
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

(In thousands, except per share amounts)
 
    For the Three Months Ended   For the Nine Months Ended  

   
September 27,

2008   
September 29,

2007   
September 27,

2008   
September 29,

2007  
Operating expenses:      

General and administrative expenses   $ 2,086  $ 6,361  $ 10,146  $ 21,041 
Research and development expenses    3,356   4,476   9,905   15,249 

    
 

   
 

   
 

   
 

Operating loss    (5,442)  (10,837)  (20,051)  (36,290)
Interest income    831   1,352   4,087   4,351 
Interest expense    (286)  (907)  (1,286)  (2,636)
Other income (expense), net    589   10   2,536   12 

    
 

   
 

   
 

   
 

Loss from continuing operations before income taxes    (4, 308)  (10,382)  (14,714)  (34,563)
Income taxes    —     —     —     (190)

    
 

   
 

   
 

   
 

Loss from continuing operations    (4, 308)  (10,382)  (14,714)  (34,753)
Discontinued operations:      

Net income (loss) from discontinued operations    2,593   (5,519)  6,383   303 
Net gain on disposal of discontinued operations    —     27   —     2,769 

    
 

   
 

   
 

   
 

Income (loss) from discontinued operations    2,593   (5,492)  6,383   3,072 
    

 
   

 
   

 
   

 

Net loss   $ (1,715) $ (15,874) $ (8,331) $ (31,681)

Basic and diluted (loss) income per share:      
Continuing operations   $ (0.08) $ (0.17) $ (0.28) $ (0. 57)
Discontinued operations    0.05   (0.09)  0. 12   0.05 

Basic and diluted (loss) income per share   $ (0.03) $ (0. 26) $ (0.16) $ (0. 52)
    

 

   

 

   

 

   

 

Basic and diluted weighted average shares outstanding    51,592   61,382   52,236   61,256 
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Nabi Biopharmaceuticals
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

(In thousands)
 
   For the Nine Months Ended  

   
September 27,

2008   
September 29,

2007  
Cash flow from operating activities:    

Loss from continuing operations   $ (14,714) $ (34,753)
Adjustments to reconcile loss from continuing operations to net cash used in operating activities from continuing

operations:    
Depreciation and amortization    464   1,454 
Non-cash compensation    2,526   1,985 
Gain on repurchase of convertible senior notes    (2,420)  —   
Other    101   143 
Changes in assets and liabilities:    
Prepaid expenses and other assets    1,368   (222)
Accounts payable, accrued expenses and other    (3,338)  (548)

    
 

   
 

Total adjustments    (1,299)  2,812 
    

 
   

 

Net cash used in operating activities from continuing operations    (16,013)  (31,941)
Net cash provided by operating activities from discontinued operations    299   9,140 

    
 

   
 

Net cash used in operating activities    (15,714)  (22,801)
    

 
   

 

Cash flow from investing activities:    
Purchases of marketable securities    —     (29,475)
Proceeds from sales of marketable securities    1,600   40,250 
Capital expenditures    (20)  (59)
Proceeds from sales of assets    91   —   

    
 

   
 

Net cash provided by investing activities from continuing operations    1,671   10,716 
Net cash provided by investing activities from discontinued operations    2,500   3,157 

    
 

   
 

Net cash provided by investing activities    4,171   13,873 
    

 
   

 

Cash flow from financing activities:    
Proceeds from issuance of common stock for employee benefit plans    69   579 
Purchase of common stock for treasury    (18,658)  —   
Repurchase of convertible senior notes    (35,119)  —   
Other financing activities    (83)  —   

    
 

   
 

Net cash (used in) provided by financing activities from continuing operations    (53,791)  579 
Net cash (used in) provided by financing activities from discontinued operations    (23)  162 

    
 

   
 

Net cash (used in) provided by financing activities    (53,814)  741 
    

 
   

 

Net decrease in cash and cash equivalents    (65,357)  (8,187)
Cash and cash equivalents at beginning of period    217,606   86,227 

    
 

   
 

Cash and cash equivalents at end of period   $ 152,249  $ 78,040 
    

 

   

 

# # #


