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VICAL INCORPORATED
10390 Pacific Center Court
San Diego, CA 92121
(858) 646-1100

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON MAY 24, 2012

TO THE STOCKHOLDERSOF VICAL INCORPORATED:

NOTICE ISHEREBY GIVEN that the Annual Meeting of Stockholders of Vicatdnporated, a Delaware corporation (the “Compgny”

will be held on Thursday, May 24, 2012, at 8:00.&5astern Time at the Hilton Times Square, 234 \{2st Street, New York, New York
10036, for the following purposes:
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To elect the nominee named herein as a Classdttdir to serve until the 2015 Annual Meeting ofcBtmlders and until his successor is
elected,

To amend the Company’s Amended and Restated Stoektive Plan to increase the aggregate numbéranés of common stock
authorized for issuance under the plan by 3,000sb@0es

An advisory approval of the compensation of the @any’s named executive officers, as describederattompanying Proxy
Statement

To ratify the selection by the Audit Committee loéBoard of Directors of Ernst & Young LLP as thdépendent registered public
accounting firm of the Company for its fiscal yeading December 31, 2012; a

To transact such other business as may properly ¢cmfore the meeting or any adjournment or postpené¢ thereof
The foregoing items of business are more fully dbsed in the Proxy Statement accompanying this ¢¢oti

The Board of Directors has fixed the close of bestnon March 28, 2012, as the record date for thru&l Meeting. Only stockholders of

record at the close of business on that date meyatadhe meeting or any adjournment thereof.

By Order of the Board of Directors

W—

Jill M. Broadfoot
Senior Vice President, Chief Financial Officer
and Secretary

San Diego, California
April 13, 2012

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALSFOR THE
STOCKHOLDER MEETING TO BE HELD ON MAY 24, 2012

THE PROXY STATEMENT AND ANNUAL REPORT ARE AVAILABLE AT
WWW .PROXYVOTE.COM

ALL STOCKHOLDERSARE CORDIALLY INVITED TO ATTEND THE MEETING IN PERSON. WHETHER OR NOT
YOU EXPECT TO ATTEND THE MEETING, PLEASE VOTE ON THE INTERNET ASINSTRUCTED IN THESE
MATERIALSOR, IF THISPROXY STATEMENT WASMAILED TO YOU, COMPLETE, DATE, SIGN AND RETURN THE
ENCLOSED PROXY OR VOTE OVER THE TELEPHONE OR ON THE INTERNET ASINSTRUCTED IN THESE
MATERIALS, ASPROMPTLY ASPOSSIBLE IN ORDER TO ENSURE YOUR REPRESENTATION AT THE MEETING. IF
THISPROXY STATEMENT WASMAILED TO YOU, A RETURN ENVELOPE (WHICH ISPOSTAGE PREPAID IF
MAILED IN THE UNITED STATES) ISENCLOSED FOR THAT PURPOSE. EVEN IF YOU HAVE GIVEN YOUR PROXY,
YOU MAY STILL VOTE IN PERSON IF YOU ATTEND THE MEETING. PLEASE NOTE, HOWEVER, THAT IF YOUR
SHARESARE HELD OF RECORD BY A BROKER, BANK OR OTHER AGENT AND YOU WISH TO VOTE AT THE
MEETING, YOU MUST OBTAIN FROM THE RECORDHOLDER A PROXY CARD ISSUED IN YOUR NAME.

THANK YOU FOR ACTING PROMPTLY.




VICAL INCORPORATED
10390 Pacific Center Court
San Diego, CA 92121
(858) 646-1100

PROXY STATEMENT
FOR THE 2012 ANNUAL MEETING OF STOCKHOLDERS

To Be Held May 24, 2012
QUESTIONS AND ANSWERSABOUT THISPROXY MATERIAL AND VOTING
Why am | receiving these materials?

We have provided you this proxy statement andhi#f proxy was mailed to you, the enclosed proxychecause the Board of Directors
of Vical Incorporated (sometimes referred to as‘@empany” or “Vical”) is soliciting your proxy teote at the 2012 Annual Meeting of
Stockholders (the “Annual Meeting”). You are indt® attend the Annual Meeting to vote on the psge@described in this proxy statement.
However, you do not need to attend the meetingte your shares. If you have received a printed @fphese materials by mail, you may
complete, sign and return the enclosed proxy cafdliow the instructions below to submit your pyoaver the telephone or on the Internet.
If you did not receive a printed copy of these miate by mail and are accessing them on the Inteyo@ may follow the instructions below
to submit your proxy on the Internet.

We intend to mail a notice regarding the avail&pitif proxy materials to our stockholders of recantl to make this proxy statement
available on or about April 13, 2012. We will pay the cost of soliciting proxies to vote at thendial Meeting.

What am | voting on?

There are four matters scheduled for a vote:

» Election of the nominee named herein as a Cladisdttor to serve until the 2015 Annual Meetingsédckholders and until his
respective successor is elect

 Amendment of the Company’s Amended and Restatetk$taentive Plan to increase the aggregate nuwfsrares of common
stock authorized for issuance under the plan b§@BQDO share:

» An advisory approval of the compensation of the @any' s named executive officers, as described in troxypstatement; an

» Ratification of the selection by the Audit Comméttef the Board of Directors of Ernst & Young LLPths independent registered
public accounting firm of the Company for its fisgaar ending December 31, 20:

Why did | receive a Notice Regarding the Availability of Proxy Materials?

In accordance with rules and regulations adoptetthéysecurities and Exchange Commission we makeroxy materials available to
our stockholders on the Internet. Accordingly, we sending a Notice of Internet Availability of RyoMaterials (the “Notice”) to our
stockholders of record. The Notice will instructuyas to how you may access and review all of th@oitant information contained in the
proxy materials. The Notice also instructs youcakdw you may submit your proxy on the Internetdéi would like to receive a printed cc
of our proxy materials, including a proxy card, yghould follow the instructions for requesting suchterials included in the Notice.
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Who can vote at the Annual Meeting?

Only stockholders of record at the close of busirmsMarch 28, 2012, will be entitled to vote a #innual Meeting. On this record
date, there were 85,893,990 shares of common stgskanding and entitled to vote.

Am | astockholder of record?

If at the close of business on March 28, 2012, whares were registered directly in your name Wittal's transfer agent,
Computershare, Inc., then you are a stockholdezaafrd.

What if my sharesarenot registered directly in my name but are held in street name?

If at the close of business on March 28, 2012, whiares were held in an account at a brokerage liamk, dealer, or other similar
organization, then you are the beneficial ownestares held in “street name” and the Notice isd&nwvarded to you by that organization.
The organization holding your account is considehedstockholder of record for purposes of votintha annual meeting. As a beneficial
owner, you have the right to direct that organaatn how to vote the shares in your account.

If I am a stockholder of record of Vical shares, how do | cast my vote?
If you are a stockholder of record, you may voteénson at the annual meeting. We will give yowakolb when you arrive.

If you do not wish to vote in person or you willtrize attending the annual meeting, you may votprbyy. You may vote by proxy ov
the telephone, on the Internet, or using a proxg taat you may request or that we may elect tiveleht a later time. The procedures for
voting by proxy are as follows:

» To vote by proxy on the Internet, gohttp://www.proxyvote.com to complete an electronic proxy ca

» To vote by proxy using a proxy card that may béveetd, complete, sign and date your proxy cardratan it promptly in the
envelope provided. If you wish to request a proagde please follow the instructions for requesfingxy materials in the Notici

» To vote by proxy over the telephone, dial the fidle phone number listed on a proxy card that neaglddivered under the heading
“Vote by Phon” using a touc-tone phone and follow the recorded instructic

If you vote by proxy, your vote must be receivedldy59 p.m. Eastern Time on May 23, 2012, to bentmxl

We provide I nternet proxy voting to allow you to vote your shares on-line, with procedures designed to ensure the authenticity
and correctness of your proxy vote instructions. However, please be awar e that you must bear any costs associated with your Internet
access, such as usage char ges from I nter net access providers and telephone companies.

If | am a beneficial owner of Vical shares, how do | vote?

If you are a beneficial owner of shares held irettname and you received a Notice by mail, youlshaave received the Notice from
the organization that is the record owner of ydares rather than from us. Beneficial owners witeived a Notice by mail from the record
owner should follow the instructions included



in the Notice to view the proxy statement and tnaihsheir voting instructions. Beneficial owners evvish to vote in person at the annual
meeting must obtain a valid proxy from the reconther. To request the requisite proxy form, folldwe instructions provided by your broker
or contact your broker.

What types of votes are permitted on each proposal?

For Proposal 1, the election of the nominee nanezdih as a director, you may either vote “For” tloeninee to the Board of Directors
or you may “Withhold” your vote for the nominee.rRhe other matters to be voted on, you may vota™Br “Against” or you may
“Abstain” from voting. Whether or not you plan tdend the meeting, we urge you to vote by proxgrisure that your vote is counted. You
may still attend the meeting and vote in persgmif have already voted by proxy.

How are votes counted?

Votes will be counted by the inspector of electiqpointed for the meeting, who will separately dotor the proposal to elect directc
votes “For,” “Withhold” and broker non-votes; andth respect to other proposals, votes “For” angidst,” abstentions and, if applicable,
broker non-votes. Abstentions will be counted talgahe vote total for each proposal and will hdaeedame effect as “Against” votes. A
“broker non-vote” occurs when a stockholder of rdgsuch as a broker, holding shares for a beaéfieiner does not vote on a particular
item because the stockholder of record does nat Hescretionary voting power with respect to thai and has not received voting
instructions from the beneficial owner. Broker nartes will be counted towards the presence of awqudout will not be counted towards the
vote total for any proposal.

How many votes ar e needed to approve each proposal?

e For Proposal 1, the election of the nominee nanageih as a Class Il director, the nominee nameeimeeceiving the most “For”
votes (among votes properly cast in person or byyprwill be elected. Broker ni-votes will have no effec

» Proposal 2, the amendment of the Company’s AmendddRestated Stock Incentive Plan to increasegheegate number of
shares of common stock authorized for issuanceruthdelan by 3,000,000 shares, will be approvédrédceives a “For” vote
from the holders of a majority of shares votedesiin person or by proxy. An “Abstain” vote will @ the same effect as an
“Agains” vote. Broker no-votes will have no effec

» Proposal 3, the advisory approval of the compeosatf the Company’s named executive officers, hdlapproved if it receives a
“For” vote from the holders of a majority of shaegther present in person or represented by progyeatitled to vote. An
“Abstair” vote will have the same effect as“Agains” vote. Broker no-votes will have no effec

» Proposal 4, the ratification of the selection by #udit Committee of the Board of Directors of Br&sYoung LLP as the
Company’s independent registered public accouriingfor its fiscal year ending December 31, 20d#| be approved if it
receives a “For” vote from the holders of a majodt shares voted either in person or by proxy.“Abstain” vote will have the
same effect as € Agains” vote. Broker no-votes will have no effec

How many votesdo | have?

On each matter to be voted upon, you have onefeptach share of common stock you owned as ofltse of business on March 28,
2012.



What isthe quorum requirement?

A quorum of stockholders is necessary to hold &waketing. A quorum will be present if at leashajority of the outstanding shares
are present at the meeting or represented by pAbxthe close of business on the record date fmtketing, there were 85,893,990 shares
outstanding and entitled to vote. Thus 42,946,%#8es must be present at the meeting or represkytebxy to have a quorum.

Your shares will be counted towards the quorum @nfpu submit a valid proxy or vote at the meetitfighere is no quorum, a majori
of the votes present at the meeting or represdntgaoxy may adjourn the meeting to another date.

What doesit mean if | receive morethan one Notice or proxy card?

If you received more than one Notice or proxy caalr shares are registered in more than one name gegistered in different
accounts. Please follow the voting instructionduided ineach Notice and proxy card to ensure that all of yowarsk are voted.

What if | return a proxy card but do not make specific choices?

If you return a signed and dated proxy card withoatking any voting selections, your shares wilvbted “For” the election of the
nominee for director in Proposal 1, “For” Propadathe amendment of the Company’s Amended and Res&iock Incentive Plan, “For”
Proposal 3, the advisory approval of the compensaif the Company’s named executive officers, dfml™ Proposal 4, the ratification of tl
selection of Ernst & Young LLP. If any other matigiproperly presented at the meeting, your praxe(of the individuals named on your
proxy card) will vote your shares using his or best judgment.

Can | change my vote after submitting my proxy?
Yes. You can revoke your proxy at any time befbeefinal vote at the meeting. You may revoke yawixg in any one of three ways:

* You may submit another properly completed proxyaaith a later date

* You may send a written notice that you are revokiogr proxy to Vical's Secretary at 10390 Pacifeen@r Court, San Diego, CA
92121; ot

* You may attend the Annual Meeting and vote in per&mply attending the meeting will not, by itsevoke your proxy
What isthe deadline to submit a proposal for inclusion in the proxy materialsfor the 2013 Annual M eeting?

To be eligible for inclusion in the proxy materiéds the 2013 Annual Meeting of Stockholders, aktmlder proposal must be received
by Vical's Corporate Secretary by the close of hess on December 14, 2012. Stockholder proposaiddsbhe addressed to Vical
Incorporated, Attn: Corporate Secretary, 10390figaCienter Court, San Diego, CA 92121.

What procedure should | follow if | intend to present a proposal or nominate a director from the floor at the 2013 Annual M eeting of
Stockholders?

If you wish to submit a proposal that is not toieluded in next year’s proxy materials, you geftigmaust do so not less than 50 days
nor more than 75 days prior to the date of our 2848ual Meeting of Stockholders
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in order for the proposal to be considered at teeting. If you wish to submit a director nominatfon consideration at our 2013 Annual
Meeting of Stockholders, you generally must dotdeast 120 days prior to the date of the meetiigoroposals and nominations must be
submitted in writing to Vical Incorporated, Attno@orate Secretary, 10390 Pacific Center Court,[@ago, CA 92121. You are also advis
to review the Company’s Bylaws, which you may resjue writing from the Company’s Secretary at thdr@ss above and which contain
additional requirements about advance notice ak$tolder proposals and director nominations.

How can | find out the results of the voting at the Annual M eeting?

Preliminary voting results will be announced at Areual Meeting. We expect to report final votirggults in a current report on Form
8-K within four business days after the annual inget



PROPOSAL 1
ELECTION OF DIRECTOR

We have three classes of directors serving staddbree-year terms. Our Board is presently compos$éde directors. Class | and
Class Il currently consist of two directors ana&€3 1l currently consists of one director. One €laslirector is to be elected at the Annual
Meeting to serve until our 2015 Annual Meeting edckholders and until his respective successobkas elected and qualified or until his
resignation, removal from office, death or incapacihe terms of the Class | and Class Il direstexpire at our 2014 and 2013 Annual
Meetings of Stockholders, respectively.

The nominee for Class Il director is R. Gordon DiaggM.D. He is currently a director of Vical, Hasen nominated for election by the
Board based on the recommendation of the Nomin&iogernance Committee of our Board of Directorsl was previously elected as a
director by the stockholders. It is our policy tweurage all directors to attend the Annual Meetilbof our directors attended our 2011
Annual Meeting of Stockholders.

Directors are elected by a plurality of the votesspnt in person or represented by proxy and edtit vote at a meeting. The nominee
receiving the highest number of affirmative votéthe shares represented and entitled to voteeahtimual Meeting will be elected as a
director of Vical. Shares represented by executegligs will be voted, if authority to do so is neithheld, for the election of the nominee
named above. Shares represented by proxy cannvatde for a greater number of persons than the eumibnominees named. In the event
that the nominee should be unavailable for eleci®a result of an unexpected occurrence, suckshalt be voted for the election of such
substitute nominee as our Board of Directors map@se. The person nominated for election has agoesgtve if elected, and our
management has no reason to believe that the nemiitiecoe unavailable for election.

T HE B oARD OF D IRECTORS R ECOMMENDSA V OTE FOR THE E LECTION OF THE N AMED N OMINEE .

Set forth below is biographical information as oéidh 1, 2012, for the nominee and each person wikeoseof office as a director will
continue after the Annual Meeting. There are noilfamelationships among our executive officers oedtors.

Name Age Position(s) Held with Vical Director Since
Robert H. Campbe 74  Director December 200
R. Gordon Douglas, M.L 77  Chairman of the Boar May 1999

Gary A. Lyons 60  Director March 1997
Robert C. Merton, Ph.C 67 Director March 200z
Vijay B. Saman 59 Director, President and Chief Executive Offi November 200!

Nomineefor Election for a Three-Year Term Expiring at the 2015 Annual M eeting

R. Gordon Douglas, M.D.is currently serving as a the Chairman of therBad Directors for NovaDigm Therapeutics Inc. and
member of the Board of Directors for the Aeras @lolB Vaccine Foundation. Dr. Douglas served onBbard of Directors of Middlebrook
Pharmaceuticals Inc. from 2000 to 2010 and IOMAfg@eation from 2002 to 2008. Dr. Douglas has selagd member of the board of
directors of Protein Sciences Corporation sincel20t. Douglas consulted for the Dale and Betty Bans Vaccine Research Center at the
National Institutes of Health from 1999 to 2011.ikleurrently an Adjunct Professor of Medicine arr@zll University Medical College
Dr. Douglas retired in April 1999 from Merck & Cdnc. (“Merck”), where he had been President oferck Vaccine Division since 1991
and a member of the Merck Management Committeer Rrijoining Merck, Dr. Douglas was Chairman of Department of Medicine and
Physician-in-Chief at the New York Hospital-Corngleédical Center, and he held earlier teaching,aeteand
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administrative posts at the University of RocheMedical Center and Baylor College of Medicine. lrtdds a bachelor’s degree from
Princeton University and an M.D. degree from Cdrbgliversity Medical College. Dr. Douglas receivieid medical staff training at The Ne¢
York Hospital and Johns Hopkins Hospital and isi8d@ertified in Internal Medicine. He is a membéth® Institute of Medicine, the
Association of American Physicians, the Infecti@iseases Society of America and numerous othemarg@ons.

Directors Continuing in Office Until the 2013 Annual Meeting

Robert H. Campbeheld various positions with Sunoco, Inc., a pullichded petroleum refiner and chemicals manufactdor 40
years through June 2000, including President, Gixefcutive Officer and Chairman of the Board. 1999while Mr. Campbell was Chairm
of Sunoco, the company won the “Board Excellenca/lfrom Spencer Stuart and the Wharton Scho@usfiness of the University of
Pennsylvania. In 2001, Mr. Campbell was named dri€arporate America’s Outstanding Directors” byetéditors of “Corporate Alert.” In
addition, he was invited to testify as an expertorporate governance issues in May 2002, befar&Jt§. Senate Permanent Subcommittee
on Investigations in the hearings on Enron Corp. Arthur Andersen LLP. Mr. Campbell served as a menof the Board of Directors of
CIGNA Corporation, an employee benefits compargmfil992 through March 2010. Mr. Campbell also sglaga member of the Board of
Directors of The Hersheg’Company, a chocolate and sugar confectionery anygrom 1995 through March 2007. Mr. Campbell bavel
as a member of the Board of Directors of the PEWhEation since 2001, and is currently Chairmarheffoundation Board. Mr. Campbell
received a bachelor’s degree in chemical engingevith honors from Princeton University, a mastelegree in chemical engineering from
Carnegie Mellon University and a master’'s degremamagement through the Sloan Fellows program ashtdnusetts Institute of
Technology (“MIT").

Gary A. Lyondeld various positions with Neurocrine Biosciendas,, a biopharmaceutical company, for 16 yeamsugh January
2008, including President and Chief Executive @ffic-rom 1983 to 1993, Mr. Lyons held various exigeypositions at Genentech, Inc., a
biotechnology company, including Vice PresidenBabiness Development, Vice President of Salesarettor of Sales and Marketing.
From 1973 to 1983, Mr. Lyons worked with AmericaritiCal Care, a division of American Hospital Sup@orporation, serving as Director
of Sales from 1980 to 1983. Mr. Lyons presentlyseras a member of the board of directors of Neumediosciences, Inc. (since 1993),
Rigel Pharmaceuticals, Inc. (since 2005) and NeesXgInc. (since 2011), all of which are publickidh biotechnology companies. In
addition, Mr Lyons served on the Board of Directof DL BioPharma and Facet Biotech Corporatiomfi2z008 through 2010 and on the
Board of Directors of Poniard Pharmaceuticals, fran 2009 through 2011. Mr. Lyons holds a bachsldegree in marine biology from the
University of New Hampshire and an M.B.A. degremirNorthwestern University, JL Kellogg Graduate &ilof Management.

Directors Continuing in Office Until the 2014 Annual Meeting

Robert C. Merton, Ph.Dis currently the School of Management DistinguisRedfessor of Finance at the MIT Sloan School of
Management. He is also the University Professorrifugeat Harvard University and the Resident Séstat Dimensional Fund Advisors.
Dr. Merton was the George Fisher Baker Profess@&usiness Administration from 1988 to 1998 and Jahe Natty McArthur University
Professor from 1998 to 2010 at the Harvard BusiSes®ol. He previously served on the finance fgoodtthe MIT Sloan School of
Management from 1970 until 1988. Dr. Merton recditlee Alfred Nobel Memorial Prize in Economic Saies in 1997 for a new method to
determine the value of derivatives. He is pastiBess of the American Finance Association, a mendb¢he National Academy of Sciences
and a fellow of the American Academy of Arts ande8ces. Dr. Merton served as a member of the bafaddectors of Dimensional Funds
from 2003 until 2009. Until September 2008, Dr. kderwas also a director and the Chief Science &ffid Trinsum, created in 2007 by a
merger of Marakon Associates and Integrated Finaiméed, a specialized investment bank he co-faghish 2002. Dr. Merton served as a
director of Community First Financial Group and enla Banking Group from 2003 to 2010. He serwvesadvisory boards of several
companies and institutions. Some of Dr. Mertontseot



financial and accounting experience includes sgrasa Senior Advisor to and Managing Director®Morgan Chase & Co. from 1999 to
2001, and a cofounder and principal of Long-Termi@Management, L.P. He has received numerousesce awards and has lectured
widely. Dr. Merton holds a B.S. degree in enginegrnathematics from Columbia University, an M.Syrée in applied mathematics from
the California Institute of Technology, and a PhdBgree in economics from MIT. In addition, Dr. Nber holds numerous honorary degrees.

Vijay B. Samanjpined us as President and Chief Executive Offieé&dovember 2000. Previously, he held various parsét at Merck
from 1977 to 2000. From 1998 to 2000, he was Qbjadrating Officer of the Merck Vaccine Division.ofn 1990 to 1998, he served in the
Merck Manufacturing Division as Vice President aidéine Operations, Vice President of Business Affand Executive Director of
Materials Management. From 1977 to 1990, Mr. Sarhaltt a variety of positions of increasing respbitisy in manufacturing, process
engineering, production planning and control, besindevelopment and loss prevention in several iMmrerating divisions. Mr. Samant
holds a bachelor’s degree in chemical engineerioig the University of Bombay, India, an M.S. degireehemical engineering from
Columbia University and an S.M. degree from thea8I8chool of Management at MIT. Mr. Samant becameber of the board of
directors of Raptor Pharmaceutical Corporationdf2 Mr. Samant has been a member of the Boardusitdes for the National Foundation
for Infectious Diseases and the International faednstitute in Seoul, South Korea since 2008. 3&mant was also a Director of the Aeras
Global TB Vaccine Foundation from 2001 to 2010.

CORPORATE GOVERNANCE AND BOARD AND COMMITTEE MATTERS
Independence of the Board of Directors

Under the Nasdaqg Stock Market (“Nasdaq”) listirenstards, a majority of the members of a listed amgfs board of directors must
qualify as “independentds affirmatively determined by the board of direst@ur Board of Directors consults with our colnsesnsure the
the Board’s determinations are consistent witlmedélvant securities and other laws and regulatiegarding the definition of “independent,”
including those set forth in pertinent listing stards of Nasdagq, as in effect from time to time.

Consistent with these considerations, after rexaéall relevant transactions or relationships b&mveach director, or any of their farr
members, and us, our senior management and oyrdndent registered public accounting firm, our BloafrDirectors has affirmatively
determined that all of our directors, except for. Bamant, our President and Chief Executive Offiasx independent directors within the
meaning of the applicable Nasdaq listing standards.

See also “Certain Relationships and Related Pérsanmsactions” below.
Board L eader ship Structure and Risk Management

Our Chairman of the Board position is a non-exeeutiosition and is separate from the position deCExecutive Officer. Separating
these positions allows our Chief Executive Offitefocus on our day-to-day business, while allowtimg Chairman of the Board to lead our
Board in its fundamental role of providing adviceaind independent oversight of management. OurdBeaognizes the time, effort and
energy that the Chief Executive Officer is requitedievote to his position in the current busiresgronment, as well as the commitment
required to serve as our Chairman, particularlthasBoard’s oversight responsibilities continugtow. Our Board believes that having
separate positions, with an independent, executive director serving as Chairman, is the egaite leadership structure for our Compan
this time and allows each of the positions to beied out more effectively than if one person wrgked with both the day-to-day oversight
of our business as well as leadership of our Board.



The Board has an active role in overseeing the @miyip risk management. The Board regularly revie@grmation presented by
management regarding the Company’s business amdtmpes risks, including those relating to liqujditegulatory and compliance, and
monitors risk through Board reports and discussiegarding risk at Board meetings. The Board adsiews and approves corporate goals
and budgets on an annual basis. Further, pursodstcharter, the Audit Committee reviews with Beard any issues that may arise in the
performance of its duties, including those relatmghe quality or integrity of the Company’s fir@al statements, the Company’s compliance
with legal or regulatory requirements and its CoflBusiness Conduct and Ethics. The Compensationriitiee monitors risk related to
compensation policies and the Nominating/Govern@m®mittee monitors risk related to governance aratession planning.

Corporate Gover nance Guidelines

We are committed to the diligent exercise of socoighorate governance principles. Our Board of Raechas adopted Corporate
Governance Guidelines to provide assistance t8tfzed in managing Board composition, representafiorction and performance. The
Corporate Governance Guidelines are attached aglabit to the charter of our Nominating/Governa@menmmittee, which is available on «
website atvww.vical.com

Executive Sessions

As required under Nasdagq listing standards, ougpeddent directors meet in regularly scheduledwgkexsessions at which only
independent directors are present.

Stockholder Communications with the Board of Directors

Our Board of Directors has adopted a formal proéasstockholder communications with the Boardratividual directors. Information
regarding this process is available on our weladitevw.vical.com

Committees of the Board of Directors

During the fiscal year ended December 31, 2011 Board of Directors had three standing committaesAudit Committee, a
Compensation Committee, and a Nominating/Govern@uremittee. The Audit Committee, Compensation Cottemiand
Nominating/Governance Committee each operate umdeitten charter adopted by our Board, all of vagece available on our website
www.vical.com

The following table provides membership and meetirigrmation for the fiscal year ended December2i1,1, for each of the
committees:

Nominating/
Name Audit Compensation Governance
Robert H. Campbe X X* X
R. Gordon Douglas, M.LC X X X
Gary A. Lyons X X*
Robert C. Merton, Ph.L X*
Total meetings held in fiscal year 20 5 3 1

* Chairpersor

Each director attended at least 75% in the aggeenfahe meetings of the committees on which heeskduring the fiscal year ended
December 31, 2011.

Below is a description of each committee of our iBloaf Directors. Our Board has determined that emchmittee member is
independent within the meaning of applicable Naditigg standards.
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Audit Committee

Our Board of Directors has a separately desigretating Audit Committee established in accordamitie Section 3(a)(58)A of the
Securities Exchange Act of 1934, as amended (tkel&hge Act”). The Audit Committee oversees oupooate accounting and financial
reporting processes, our systems of internal cbatrer financial reporting, and audits of our ficéal statements. Among other functions, the
Audit Committee evaluates the performance of asdsses the qualifications of the independent ergidtpublic accounting firm; engages
the independent registered public accounting fatetermines whether to retain or terminate the iexjshdependent registered public
accounting firm or to appoint and engage a newpaddent registered public accounting firm; confeith senior management and the
independent registered public accounting firm rdiyay the adequacy and effectiveness of internairobaver financial reporting; establishes
procedures, as required under applicable law hi@réceipt, retention and treatment of complaieteived by us regarding accounting,
internal accounting controls or auditing matterd #ive confidential and anonymous submission by eygas of concerns regarding
guestionable accounting or auditing matters; regiand approves the retention of the independeisteegd public accounting firm to
perform any proposed permissible non-audit seryivesitors the rotation of partners of the indepamdegistered public accounting firm on
our audit engagement team as required by law; wesvamnnually the Audit Committee’s written chartadahe committee’s performance;
reviews the financial statements to be includedunAnnual Report on Form 10-K; and discusses mitnagement and the independent
registered public accounting firm the results & #mnual audit and the results in our quarterlgrfaial statements. The Audit Committee has
the authority to retain special legal, accountingther advisors or consultants as it deems negessappropriate to carry out its duties.

Our Board of Directors has determined that Robei&rton, Ph.D. qualifies as an “audit committewficial expert,” as defined in
applicable Securities and Exchange Commission (“$E(es. In making such determination, the Boamda a qualitative assessment of
Dr. Merton’s level of knowledge and experience lase a number of factors, including his formal estion and experience.

The report of the Audit Committee is included heren page 41.
Compensation Committee

The Compensation Committee oversees our overalpeosation strategy and related policies, plangpangrams. Among other
functions, the Compensation Committee determindsapproves the compensation and other terms ofoymant of our Chief Executive
Officer; determines and approves the compensatidrogher terms of employment of our other executiffieers, as appropriate; reviews and
recommends to the Board the type and amount of easgtion to be paid to Board members; recommeniietBoard the adoption,
amendment and termination of our Amended and Rebs&itock Incentive Plan (the “Stock Incentive PJaatiministers the Stock Incentive
Plan; and reviews and establishes appropriateansercoverage for our directors and executive @fficThe Compensation Committee has
the authority to retain special legal, accountingther advisors or consultants as it deems negessappropriate to carry out its duties. The
Committee has broad power to form and delegateuitisority to subcommittees pursuant to its chafitbe Committee has delegated authority
to The President’s Stock Option Committee, whicls wstablished by our Board of Directors, to makigirequity grants within certain
parameters, beyond which Compensation Committesaahis required.

The report of the Compensation Committee is indiuderein on page 22.
Compensation Committee Interlocks and Insider Bgudtion

The Compensation Committee of our Board of Directmmsisted of Mr. Campbell, Dr. Douglas and Mrohy during the fiscal year
ended December 31, 2011. No member of the Compensadmmittee was at any time during or prior te fiscal year ended December 31,
2011 an officer or employee of Vical. No
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interlocking relationship existed between Mr. CaelptDr. Douglas or Mr. Lyons and any member of atlyer companyg board of director
board of trustees or compensation committee duhagperiod.

Nominating/Governance Committee

The Nominating/Governance Committee is respongdsl@entifying, reviewing and evaluating candidate serve on our Board of
Directors, reviewing and evaluating our incumbengators and the performance of our Board; recondimgncandidates to our Board for
election to our Board of Directors; making recomufegions to the Board regarding the membershipettmmittees of our Board; assess
the performance of our Board, including its come@#; and developing a set of corporate governamdelmes for Vical.

Consideration of Director Nominees
Director Qualifications

The Nominating/Governance Committee believes thatitiates for director should have certain miningualifications, including
having the highest personal integrity and ethicslaging able to read and understand basic finastagments. The Committee also consi
such factors as possessing relevant expertise wpimh to be able to offer advice and guidance toagament, having sufficient time to
devote to the affairs of Vical, demonstrated exswlk in his or her field, having the ability to mise sound business judgment and havini
commitment to rigorously represent the long-terieriests of stockholders. However, the Committegmstthe right to modify these
qualifications from time to time.

Qualification of Current Directors

The composition of our current Board reflects dsitgrin business and professional experience ailid.sSkhen considering whether ¢
current directors and nominees have the experieuadifications, attributes and skills, taken astmle, to enable our Board to satisfy its
oversight responsibilities effectively in light oir Company’s business and structure, our Nomig&tavernance Committee and Board
focused primarily on the information discussedasteof the directors’ individual biographies setlicherein. In particular:

*  With regard to Mr. Campbell, our Board consideregddxperience in the global manufacturing and tetdgy sector, as well as |
expertise with corporate governan

*  With regard to Mr. Lyons, our Board consideredéitensive managerial experience, including his asla Chief Executive
Officer and other executive level positions at jpubhd private companies in the biotechnology se

» With regard to Dr. Merton, our Board considereddiagbal experience in finance and investments nfifed planning and risk
managemen

e With regard to Mr. Samant, our Board considerecekignsive expertise in biopharmaceutical develoyraed product
commercialization, as well as his strong techrécal entrepreneurial experience in diverse fie

e With regard to Dr. Douglas, our Board consideredehXtensive industry-specific expertise, includiigpreviously held role as
President of Merc's vaccine division, as well as his extensive exquexé as a physician and academic
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Evaluating Nominees for Director

The Nominating/Governance Committee reviews candgitor director nominees in the context of theentrcomposition of our Boar
our operating requirements and the long-term isteref stockholders. In conducting this assessnlemiCommittee considers age,
experience, skills, and such other factors asdtreappropriate given the current needs of thedaad Vical, to maintain a balance of
knowledge, experience and capability. In addittbe, Nominating/Governance Committee also considimessity in its evaluation of
candidates for Board membership. The Board of Daredelieves that diversity with respect to viewposkills and experience should be an
important factor in board composition. In the cascumbent directors whose terms of office atetsexpire, the Nominating/Governance
Committee reviews such directors’ overall servic&ical during their term, including the numberrméetings attended, level of participation,
quality of performance, and any other relationshipd transactions that might impair such directmdependence. In the case of new dire
candidates, the Committee also determines whetlkandminee must be independent, which determin&ibased upon applicable Nasdaq
listing standards, applicable SEC rules and reguiatand the advice of counsel, if necessary. Tdrar@ittee then uses its network of cont:
to compile a list of potential candidates, but ra#sp engage, if it deems appropriate, a profeskgmaach firm. The Committee conducts any
appropriate and necessary inquiries into the backgts and qualifications of possible candidatesr &ibnsidering the function and needs of
our Board of Directors. The Committee meets towlisand consider such candidates’ qualificationstla@n selects a nominee for
recommendation to our Board of Directors by mayovibte. To date, neither the Nominating/Governa@oemittee nor any predecessor to
the Committee has paid a fee to any third pargssist in the process of identifying or evaluatiirgctor candidates. To date, neither the
Nominating/Governance Committee nor any predecdestie Committee has rejected a timely directanimee from a stockholder,
stockholders, holding more than 5% of our votiragkt

Stockholder Nominations

The Nominating/Governance Committee will consideeator candidates recommended by stockholders Ndminating/Governance
Committee does not intend to alter the manner iichvh evaluates candidates, including the mininariteria set forth above, based on
whether or not the candidate was recommended ychktwlder. Stockholders who wish to recommenadviiddials for consideration by the
Nominating/Governance Committee to become nomif@eslection to the Board at an Annual Meeting tdc&holders must do so |
delivering at least 120 days prior to the anniverskate of the mailing of our proxy statement far tast Annual Meeting of Stockholders a
written recommendation to the Nominating/Governa@oenmittee c/o Vical Incorporated, 10390 Pacifimt@e Court, San Diego, CA 921
Attn: Corporate Secretary. Each submission mudostt: the name and address of the Vical stockdrotth whose behalf the submission is
made; the number of Vical shares that are ownedflmally by such stockholder as of the date ofsbbmission; the full name of the
proposed candidate; a description of the propoaadidate’s business experience for at least theque five years; complete biographical
information for the proposed candidate; and a digtson of the proposed candidate’s qualificatiossaadirector. Each submission must be
accompanied by the written consent of the proposedinee to be named as a nominee and to servdigector if elected.

Board Meetings

During the fiscal year ended December 31, 2011 Board of Directors held six meetings. All direc@ttended at least 75% in the
aggregate of the meetings of our Board of Directors

CERTAIN RELATIONSHIPS AND RELATED PERSON TRANSACTIONS

We have adopted a Related-Person Transactions/Rolinonitor transactions in which Vical and anytted following have an interest:
a director, executive officer or other employe@aaominee to become a director of the Companycargg holder known by the Company to
be the record or beneficial owner of more than 5%ny class of the Company’s voting securities}iammediate family member” of any of
the foregoing, which
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means any child, stepchild, parent, stepparenyspaibling, mother-in-law, father-in-law, sonkaw, daughter-in-law, brother-in-law, or
sister-in-law of such person, and any person (dtiear a tenant or employee) sharing the houseti@dah person; and any firm, corporation
or other entity in which any of the foregoing persds an executive, partner or principal or holdsnailar control position or in which such
person directly or indirectly has a 5% or greatgrity interest (collectively, “Related Persons”heTpolicy covers any transaction,
arrangement or relationship (or any series of simiiansactions, arrangements or relationshipghich the Company is, was or will be a
participant in which the amount involved exceed2®Q00 and in which any Related Person had, haslldrave a direct or indirect material
interest (“Related-Person Transactions”). Transastinvolving compensation for services providethisCompany as an employee,
consultant or director are not considered Reladdh Transactions under this policy.

Under this policy, any proposed transaction thatlieen identified as a Related-Person Transactiynb@ consummated or materially
amended only following approval by the Audit Contestin accordance with the provisions of this polla the event that it is inappropriate
for the Audit Committee to review the transactionifeasons of conflict of interest or otherwisgerfaking into account possible recusals by
Audit Committee members, then the Related-Persanskction shall be approved by another independentber of the Board. Our Related-
Person Transaction Policy can be found in the Gatpdsovernance section posted on our websitenvat.vical.com.

In August of 2010 the Board of Directors, with thedit Committee’s approval, authorized the Comptmgnter into an agreement with
one of our current directors, Gary A. Lyons, toyide consulting services related to the CompanySiress development activities. The
initial term of the contract was for a five montérjpd with $7,500 per month being paid to Mr. Lyahsing that period. The agreement was
extended in December 2010, June 2011 and agairéerbber 2011, each for an additional six month&utiee same terms as the original
agreement.

There were no other related person transactiong sianuary 1, 2011 required to be reported pursaapplicable SEC rules.
CODE OF BUSINESS CONDUCT AND ETHICS

We have adopted a Code of Business Conduct andsHft@ode of Ethics”) applicable to all of our affirs, directors and employees,
which can be viewed on our websitenatw.vical.com If we make any substantive amendments to our @b&hics or grant any waiver
from a provision of the Code of Ethics to any exe®uofficer or director, we will promptly disclogbe nature of the amendment or waive
our website.

EXECUTIVE COMPENSATION
Compensation Discussion and Analysis

The primary objectives of the Compensation Committeour Board of Directors with respect to exeggompensation are to attract,
retain, and motivate the best possible executieataln doing so, the Committee seeks to tie sand longterm cash and equity incentives
achievement of measurable corporate and individegbrmance objectives, and to align executivesgimives with stockholder value
creation. To achieve these objectives, the Compensaommittee has maintained, and expects to duiithplement, compensation plans that
tie a substantial portion of executives’ overalingensation to our research, clinical, regulatoopmercial, financial and operational
performance.

The Compensation Committee, in conjunction with ageament, develops our compensation plans by atjigubscription
compensation survey data for national and regicoalpanies in the biopharmaceutical industry andiglylavailable compensation data
from a peer group. In addition, the Compensatiomf@dtee will, from time to time, use the servicéaa@ompensation consultant. The peer
group, which is periodically
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updated by management and reviewed by the BodBirettors, consists of representative companiesidening various factors including
product focus, market capitalization, number of kEypges, and cash position. The individual compaimexsir peer group for 2011 included
AVANIR Pharmaceuticals, Inc., ArQule, Inc., BioCtygharmaceuticals, Inc., Curis, Inc., Depomed, IDgnavax Technologies Corporatic
Geron Corporation, Helozyme Therapeutics, Inc.pixi®harmaceuticals, Inc., Infinity Pharmaceutichis., Ligand Pharmaceuticals
Incorporated, Neurocrine Biosciences Inc., Novawax, Optimer Pharmaceuticals, Inc., Osiris Theutigs, Inc., Pharmacyclics, Inc.,
Sangamo Biosciences, Inc., Spectrum Pharmaceytinals Sucampo Pharmaceuticals, Inc., Synta Phaeuties, Inc., and Xenoport, Inc.

We believe that the practices of the peer grougpaipanies provide us with appropriate compensdgmthmarks for base salary, cash
bonuses and equity based awards. For benchmarkéuogittve compensation, we typically review compéinsasurvey data obtained from
subscription services as well as the compensatitanwde have collected from the peer group of conegafhis data is presented to the
Compensation Committee as part of the annual repi®gess.

Based on management’s analyses and recommenddktierS@pmpensation Committee has approved a payeidormance
compensation philosophy, which is intended to blinge salaries and total executive compensatibneirwith the following ranges of
salaries and total compensation for executivegiilar positions and with similar responsibilitiesthe companies represented in the
compensation data we review:

* median range for a rating of meets expectatiotisérprevious yea
» 60thpercentile for a rating of exceeds expectatiorthénprevious year; ar
» 75thpercentile for a rating of outstanding in the poend year

The Compensation Committee also recognizes supsgidormance may, if justified, warrant compensatavels at up to the 100
percentile of the compensation data we review.

We work within the framework of this pay-for-penfoance philosophy to determine each component ekaautive'’s initial
compensation package based on numerous factohsiimg:

» the individua’'s particular employment background and circumstgnoeluding training and prior relevant work exgece;

» the individual’s role with us and the compensatiaid to similar persons in the companies repredentthe compensation data
that we review

» the demand for individuals with the individ’s specific expertise and experience at the tintéref

» performance goals and other expectations for tiséipn;

» comparison to other executives within our Compaawiitng similar levels of expertise and experiencet

» uniqueness of industry skill

The Company’s Compensation Committee has implerdearieannual performance program, under which arperébrmance goals are

determined and set forth in writing at the begignifi each calendar year for the Company as a wdradefor each executive. The Company’s
corporate goals are organized within the followtingee departments:

» finance;
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» business development; a
» product developmen

Performance against the Company’s corporate aneibeutives’ individual goals is used by the Congagion Committee and the
Board of Directors in evaluating and determiningadets of the compensation of the Company’s etveesl

2011 Corporate Goals

When choosing the Company’s corporate goals, therdBof Directors generally aims to create stretwsigset in a manner that will
motivate the Company’s executives. As a result@bmpany is expected to achieve objectives thatexkthe Board’s expectations. As an
example of the difficulty of achieving the corp@afoals set by the Board, in 2010 the Company’&eaement of corporate goals resulted in
80 out of 100 possible points on the sliding ssgtem described below und&kchievement of 2011 Corporate and Individual Gdals
Corporate goals for finance are set with specifiamitative targets, while corporate goals for bass development and product development
have both quantitative and qualitative targets.

Annual corporate goals are proposed by managemessgwed, modified where appropriate and finallpagved by the Board of
Directors by no later than the first quarter of dpplicable calendar year. These corporate goasttthe achievement of specific research,
clinical, regulatory, operational and administratimilestones within the three corporate departmaedsribed above.

For 2011, the Compensation Committee establisheébttowing finance corporate goal:
* maintaining an annual cash burn of $27 millioness|
The Company’s 2011 business development corpoaaticgnsisted of:
» completing certain partnership activitit
The Compensation Committee also established pratiyvetlopment corporate goals for 2011, which inetid
» completing certain analysis for Allovec®;
» completing certain manufacturing and related atitisifor Allovectin®;
» developing a European regulatory strategy and dtibmicertain regulatory filings for Allovecti®;

» reaching certain regulatory progress with the Faxodl Drug Administration (“FDA”) and/or European Mades Agency
(“EMA") for TransVax®; and

» initiating clinical activities for a TransVe® Phase 3 trial
2011 Individual Goals

Annual individual goals focus on contributions whiacilitate the achievement of the corporate gaal$ are set during the first quarter
of each calendar year. Individual goals are propdgeeach executive and approved by the Compartyiaf Executive Officer (the “CEQO”).
The CEQ'’s goals include the corporate goals apmrtwyethe Board of Directors. In determining CEO @amsation, the Board of Directors
considers the achieved corporate goals and any fatiers that, in the judgment of the Board, maynay not contribute to the creation of
shareholder value during the prior year.
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The 2011 individual goals for the Company’s SeMme President, Chief Financial Officer and Seanetacluded:
* managing the compa’s operations within budge
e improving management of patent and legal activi
e supporting business development partnership efl
» effectively communicating with the Compé' s Board of Directors
» effectively managing subordinates and pe
» developing the human resources department
» enhancing the investor relations strate
The 2011 individual goals for the Company’s Exeai¥ice President, Product Development included:
» providing oversight for the Compa’s Allovectin® program, including assisting with critical objects;
» aiding in certain regulatory progress with the FBxd EMA for TransVa:® Phase 3 trial desig!

« providing general support for the Company’s Trans¥Vand CyMVectin™ programs, including assisting wétftical objectives
and partnering activitie:

e supporting the development of the Com[’s Vaxfectin® program;

» supporting the development of the Comf’s HSV-2 program;

» providing product development guidance for the Cany s pandemic flu program

» overseeing the Compa’'s technology development initiatives including fedpto define strategic and operational objecti
* reviewing plans and progress of the Comy's programs supported by government grants;

» creating project plans and budgets for the Com’s various research and development progr.

The CEO performs an interim assessment of the ithai goals for the Company’s other executive effgcin the third quarter of each
calendar year to determine individual progressregjahe previously established goals. The individwals for the Company’s executive
officers, other than the CEO, may be modified at thme to account for significant changes in tleenpany’s operating strategy.

Achievement of 2011 Corporate and Individual Goals

The achievement of corporate goals is measuredstidiag scale based on the Company’s actual padace relative to the specified
target levels. The Company typically expects thellef achievement of each goal to fall in the tiddipper end of the scale. Each corporate
goal has a maximum number of points possible orsthaée, which is weighted based on the goal’s ingpae to the Company’s overall
performance. In 2011, the Company'’s finance, bgsimevelopment and product development corporatis gocounted for
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10, 20 and 70 points, respectively, of the 100 al@oints possible for the achievement of corpoguals. Following each year, the
Compensation Committee, based upon the recommendaif the Company’s management, determines tle@ett which each corporate
goal was achieved for the previous year, whichltesu an overall performance score for the presigear’'s corporate goals. The
Compensation Committee generally considers a sifdsetween 55 and 74 points as meeting expectatioreorporate goals as a whole.

For 2011, the Compensation Committee scored thebgérformance of the corporate goals relativihéospecified targets as follows:

maintaining an annual cash burn of $27 millionessl (achieved 10 out of 10 point

completing certain partnership activities (achietédut of 20 points’

completing certain analysis for Allovect® (achieved 20 out of 20 point:

completing certain manufacturing and related ati¢isifor Allovectin® (achieved 10 out of 10 points

developing a European regulatory strategy and sttibgncertain regulatory filings for Allovecti® (achieved 8 out of 10 points
reaching certain regulatory progress with the FD&/ar EMA for TransVax® (achieved 12 out of 20 points); a

initiating clinical activities for a TransVe® Phase 3 trial (achieved 8 out of 10 poin

In December 2011, during its annual performancerevthe Compensation Committee awarded an addit®moints for Company
achievements that were not included in the Comgsaosginal corporate goals set in the first quanfe2011. Those goals included the

following:

obtaining FDA agreement to split the Allovec® databases between response rate and sur
passing specific manufacturing milestones reladettié Compar’s TransVax® collaboration;
developing additional relationships with coveragalgsts; anc

maintaining key relationships with large sharehmdd

The Compensation Committee’s assessment of eapbrede goal, including the additional points awdrideDecember 2011, on the
sliding scale resulted in a total of 90 points outhe 100 points possible for corporate goal acmieent in 2011.

Consistent with the Company’s compensation philogpthe evaluation of the achievement of individgedls by each executive (other

than the CEO) begins with a written self-assesspvemith is submitted to the CEO. The CEO prepanesitten evaluation based on the
executive’s self-assessment, the CEO’s own evalnati the executive’s performance, and input frahrecs within the Company. Whether
and to what extent an executive’s individual geeése met is determined on an aggregate, rathergbahRby-goal, basis. For 2011, it was
determined that the Company’s Senior Vice Presjdehief Financial Officer and Secretary and the @any’s Executive Vice President,
Product Development both achieved their individymdls on an aggregate basis.
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Determination of Executive Compensation

After performing the individual evaluations, the @GBubmits recommendations for approval to the Carsgion Committee for salary
increases, cash bonuses, and stock based awattls father executives. In the case of the CEOindisidual performance evaluation is
conducted by the Compensation Committee, whichraétes his compensation changes, cash bonus, ecidisased awards. Annual base
salary increases, annual stock-based awards, anghlacash bonuses, to the extent granted, are ingpited during the first calendar quarter
of the year.

The Company does not directly associate the aciniemeof any corporate goal, the overall performast®e for corporate goals, or an
executive’s overall performance with respect todriber individual goals, with any particular compation outcome. Rather, the overall
performance score for corporate goals and eachugxets overall performance with respect to hider individual goals is used as a tool for
the Compensation Committee to evaluate appropsatey increases, cash bonuses and stock- basedisataaddition to corporate and
individual goal achievement, the Compensation Cdtemialso considers the following factors in detaing an executive’'s compensation
package:

» The executive’s role within the Company and the pensation data for similar persons in peer grouppanies and subscription
compensation survey da

» The demand for executives with the execl’s specific expertise and experien
» A comparison to other executives within the Complaying similar levels of expertise and experierzce]
» Uniqueness of the execut’s industry skills

The Compensation Committee retains ultimate digmrets to whether any salary increases, cash bsmusstock-based awards will be
awarded for any year, including whether to acceptaoy from the CEO’s recommendations regardindisatary increases, cash bonuses or
stock-based awards for other executives.

Based upon the individual assessment of the admientof goals established for 2011, the Compens&mmmittee approved certain
discretionary cash bonuses and stock-based awardsif named executive officers. Specifically, @@mpensation Committee granted Vijay
B. Samant, Jill M. Broadfoot, and Alain P. Rollacash bonuses of 60%, 46% and 48% of base salapgatvely, restricted stock units
covering 67,000, 27,000 and 27,000 shares, respdctand stock options covering 362,000, 147,080 247,000 shares, respectively.

Factors influencing the determination of cash bamg stock-based awards granted to Mr. Samantdedithe level of awards granted
for 2010 and the median awards and equity pos@fd@EOs in the Company’s peer group and compasjaesented in compensation survey
data, as well as the Compensation Committee’s mi@tation that Mr. Samarg’awards for 2011 should be higher than 2010 Iehaded upo
the fact that the Company exceeded its expectatiithsrespect to 2011 corporate goals, the CompgeEms@ommittee’s assessment that
demand for executives with Mr. Samant’s level afl sind experience was relatively high, the unigi#ls of Mr. Samant that benefit the
Company and the Compensation Committee’s assesshagiit would be relatively difficult to replackdse skills.

Factors influencing the determination of cash bamt stock-based awards granted to Ms. Broadfetided the level of awards
granted for 2010 and the median awards and eqagitipn of CFOs in the Comparsypeer group and companies represented in com T
survey data, as well as the Compensation Comnstttermination that Ms. Broadfoot's awards for P8hould be higher than 2010 levels
based upon the Company’s achievement of its 20ddocate goals as set forth above, the fact thatBvisadfoot achieved
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her 2011 individual goals, Ms. Broadfoot's roleowerseeing the administrative functions of the Camyp the Compensation Committee’s
assessment that demand for executives with Ms.dBooés level of skill and experience was relativhigh, the unique skills of

Ms. Broadfoot that benefit the Company and the Gamsption Committee’s assessment that it would lagively difficult to replace those
skills.

Factors influencing the determination of cash bamgs stock-based awards granted to Mr. Rollandided the level of awards granted
for 2010 and the median awards and equity postfdProduct Development Executives in the Compapgesr group and companies
represented in compensation survey data, as weHeaSompensation Committee’s determination thatRadland’s awards for 2011 should
be higher than 2010 levels based upon the Compahievement of its 2011 corporate goals as st &dove, the fact that Mr. Rolland
achieved his 2011 individual goals, Mr. Rollandierin overseeing the Product Development functafrthe Company, the Compensation
Committee’s assessment that demand for executiitedMiv. Rolland’s level of skill and experience wadatively high, the unique skills of
Mr. Rolland that benefit the Company and the Corsptan Committee’s assessment that it would béivelg difficult to replace those
skills.

Compensation Components
The components of our compensation package aallaw$:
Base Salary

Base salaries for our executives are establisheglban the scope of their responsibilities and trr relevant background, training,
and experience, taking into account competitivekeiacompensation paid by the companies represémtbé compensation data we review
for similar positions and the overall market deméardsuch executives at the time of hire. As witat executive compensation, we believe
that if our executives meet the performance exgiecisof the Compensation Committee, then theielsadaries should be in line with the
median range of salaries for executives in sinptzgitions and with similar responsibilities in #t@mpanies of similar size to us represented
in the compensation data we review. However we laddi@ve that superior performance may, if justifizarrant compensation levels at up to
the 100 percentile of the compensation data wevevi\n executive’s base salary is also evaluatgdtter with other components of the
executive’s other compensation to ensure thatxkelgive’s total compensation is in line with oweeall compensation philosophy.

Base salaries are reviewed annually as part ofdienual performance program and increased for mesftons, based on the executive’s
success in meeting or exceeding individual perfarceaobjectives and an assessment of whether signifcorporate goals were achieved. If
necessary, we also realign base salaries with mignkels for the same positions in the companiesiraflar size to us represented in the
compensation data we review, if we identify sigrafit market changes in our data analysis. Addilipntiie Compensation Committee
adjusts base salaries as warranted throughouetirefgr promotions or other changes in the scopgmeadth of an executive’s role or
responsibilities.

Annual Bonus

Our compensation program includes eligibility forannual performance-based cash bonus in the €afleemecutives and certain non-
executive employees. The amount of the cash bosysrdls on the level of achievement of the statgubcate, department, and individual
performance goals, with a target bonus generatlpsa percentage of base salary. Currently, elt@ives and certain non-executive
employees are eligible for annual performance-baastl bonuses. The bonus amounts for our execuyipiEslly range between 20%-60%
of their base salary. The payment of any bonustiseadiscretion of the Compensation Committee.
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Long-Term Incentives

We believe that long-term performance is achietedugh an ownership culture that encourages lormg-participation by our
executives in equity-based awards. Our Stock Imeettlan allows the grant to executives of stockams, restricted stock, and other equity-
based awards. We typically make an initial equityaad of stock options to new employees and anrinakdased grants as part of our ove
compensation program. The cumulative amount okstgtions granted as part of our annual performgnogram is approved by the
Compensation Committee. All equity-based awardatgrhto executives are approved by our Compens@tionmittee or our Board of
Directors. Our current practice, as required byStack Incentive Plan, is to price equity-basedrawat the closing price of our common
stock on the date the awards are granted.

Initial stock option awardsExecutives who join us are awarded initial stopkian grants. These grants have an exercise paical ¢o
the fair market value of our common stock on thentjdate and a vesting schedule of 25% on thediimsiversary of the date of hire and
quarterly thereafter for the next three years. dtmeunt of the initial stock option award is detared based on the executive’s position with
us and analysis of the competitive practices otthrapanies similar in size to us represented irctmpensation data that we review. The
amount of the initial stock option award is alseiegved in light of the executive’s base salary atiter compensation to ensure that the
executive’s total compensation is in line with owerall compensation philosophy.

Annual stock option award<ur practice is to make annual stock option awasdgart of our overall performance program or upon
promotion. The Compensation Committee believesdtwk options provide management with a strorigtiinlong-term corporate
performance and the creation of stockholder valie.intend that the annual aggregate value of theseds will be set near competitive
median levels for companies represented in the eosgiion data we review. As is the case when tleuats of base salary and initial equity
awards are determined, a review of all componeitseoexecutive’s compensation is conducted, inalgidwards granted in prior periods,
when determining annual equity awards to ensurteasth@&xecutive’s total compensation conforms toamarall philosophy and objectives.

Restricted stock unit award$Ve make grants of Restricted Stock Units (“RSUs"gxecutives and certain non-executive employees t
provide additional long-term incentive to build gtbolder value. RSU awards are made in anticipaifarontributions that will create value
in the Company. Because the shares underlying $igsRhave a defined value at the time the RSU ggsanaide, RSU grants are often
perceived as having more immediate value than siptikns, which have a less calculable value whrantgd. However, the RSUs we grant
generally cover fewer shares than the stock optims/ould grant for a similar purpose. RSUs typicaest 25% on the first anniversary of
the date of grant and quarterly thereafter forméxet three years. Executives have the option afirtine of grant to defer the issuance of the
shares underlying the RSUs beyond the date at wh&eRSU vests. This feature allows the individoadefer the payment of income taxes
related to these shares until the shares underdim@®SU are issued. Upon vesting and issuandeeafdmmon stock underlying the RSU the
Company typically withholds from each holder themgr of shares of common stock necessary in oodeaittsfy our statutory minimum tax
withholding obligation. This feature provides th@ders with a method to satisfy our statutory mimimtax withholding obligations without
immediately selling a portion of the shares issued.

Other Compensation

We maintain broad-based benefits and perquisitesite offered to all employees, including heaifurance, life and disability
insurance, dental insurance, and a 401(k) plapatticular circumstances, we also utilize cashisgybonuses when certain executives join
us. Generally, such cash signing bonuses are ctmdtly required to be repaid on a pro-rata basihi¢ Company if the employee recipient
voluntarily terminates employment with us priotthe first anniversary of the date of hire. Whetheigning bonus is paid and the amount
thereof is determined on a case-by-case basis tinelepecific hiring circumstances. For
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example, we will consider paying signing bonusesaimpensate for amounts forfeited by an execupanuerminating prior employment to
assist with relocation expenses and/or to creatdiadal incentive for an executive to join our Cpamy in a position where there is high
market demand. We also reimburse our Chief Exeeuifficer for certain relocation costs up to $50,@@r year. A majority of the
reimbursement is used for temporary housing wteléstin San Diego.

Termination Based Compensation

SeveranceUpon termination of employment, our executive aficare entitled to receive severance paymentetermining whether
to approve, and setting the terms of, such severamangements, the Compensation Committee reagthiat executives, especially highly
ranked executives, often face challenges secuemgemployment following termination. If our exeattiofficers, other than our Chief
Executive Officer, are terminated without “causa’they resign for “good reason” (as defined inrteenployment agreements), they will be
entitled to severance consisting of continued lsatay payments at the then-current rate, incluthiegpayment of health insurance
premiums, for a period of 12 months, plus a paynegoil to the executive officer's cash bonus ingirevious year. Our Chief Executive
Officer’'s employment agreement provides for seveeazonsisting of 18 months of continued base salarya payment equal to one and one
half times any cash bonus paid in the prior yddrisiemployment is terminated without “cause”fdneé resigns for “good reason” (as defined
in his employment agreement). In addition, our exiee officers, other than our Chief Executive ©#i, receive accelerated vesting on all
their unvested stock awards as if they had remadnggloyed by us for 12 months from the date of beation. Our Chief Executive Officer
receives accelerated vesting on all his unvestak stwards as if he had remained employed by us&anonths from the date of termination.

In the event that the termination occurs withinn2dnths of a “change in control” (as defined in #8ygeements), the severance for our
executive officers, other than our Chief Executdfficer, consists of lump sum payments equal tontths of base salary at the thenrent
rate, the payment of health insurance premium42amnonths, plus a payment equal to the executoféiser’s cash bonus paid in the
previous year. Our Chief Executive Officer's emptmgnt agreement provides for severance of a lumpespral to 24 months of base salary
at the then-current rate, the payment of healthrarsce premiums for 18 months, plus a payment dquaie and one half times any cash
bonus paid in the prior year. In addition, all eat&ling unvested stock awards held by our execoffigers will vest immediately.

Additional details about these severance provisimtsuding definitions of “cause” and “good reasean be found under “Potential
Payments Upon Termination or Change of ControlldwweWe believe that our executives’ severance agek are generally in line with
severance packages offered to executives of thpaois of similar size to us represented in thepsoreation data we reviewed.

Acceleration of vesting of equity-based awatdsaddition to the severance provisions contaimeithé employment agreements with
executive officers, provisions of our Stock InceatPlan allow our Board of Directors to grant stbased awards to employees and
executives that provide for the acceleration otimgsin the event of a “change of control” (as defi in the Plan). Currently, all of our
outstanding equity-based awards include provisibasaccelerate vesting of such awards in the esfemchange of control. The
Compensation Committee believes that these prawdsame properly designed to promote stability dudarchange of control and enable our
executives to focus on corporate objectives dugispange of control, even if their employment maybbsequently terminated.

Tax and Accounting Implications

Deductibility of executive compensatids part of its role, the Compensation Committeéewws and considers the deductibility of
executive compensation under Section 162(m) ofrtteznal Revenue Code, which provides that the Gompnay not deduct compensation
of more than $1,000,000 that is paid to certain
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individuals. The Company believes that compensaiaid under the management incentive plans arergigntully deductible for federal
income tax purposes. However, in certain situatitims Committee may approve compensation thatnetimeet these requirements in order
to ensure competitive levels of total compensatiorits executives.

Accounting for stock-based compensatiBeginning on January 1, 2006, the Company begamuating for stock-based payments
including its Stock Option Program, LoAdgrm Stock Grant Program, Restricted Stock PrograchStock Award Program in accordance
the requirements of FASB ASC Topic 718. The Comptos Committee considers the accounting impaetofity-based compensation
when developing the Company’s compensation strategy

The Role of Stockholder Say-on-Pay Voiés.provide our stockholders with the opportunitcést an annual advisory vote on
executive compensation through a “say-on-gagposal. At our 2011 Annual Meeting of Stockholfjer substantial majority of the votes «
on the say-on-pay proposal were voted in favohefgroposal. The Compensation Committee beliewashis affirms stockholder support of
our overall approach to executive compensationofdiagly, the Compensation Committee did not chatgepproach in 2011. The
Compensation Committee will continue to considerdhtcome of our say-on-pay votes when making éutompensation decisions for our
named executive officers.

Compensation Committee Report

The material in this report is not “soliciting matal,” is not deemed “filed” with the SEC and shaidbt be incorporated by reference by
any general statement incorporating by referende filing into any other filing of Vical under thgecurities Act or the Exchange Act, except
to the extent Vical specifically incorporates tteport by reference.

The Compensation Committee of the Company haswedend discussed the Compensation Discussion aaty#is required by
Item 402(b) of Regulation S-K with management dated on such review and discussions, the Compam&&xmmittee recommended to
the Board that the Compensation Discussion andy&igbe included in this Proxy Statement.

Compensation Committee

Robert H. Campbell
R. Gordon Douglas, M.D.
Gary A. Lyons

22



SUMMARY COMPENSATION TABLE

The Company has entered into compensation agresmwihtits executives. The terms of those agreesnaatvide for benefits such as

relocation reimbursement, severance payments aitthgeacceleration of equity-based awards in tlentesf a change of control. The terms
of these benefits are further discussed underehdihg “Compensation Components” included herei fdllowing table provides
information regarding the compensation of eachusfrmmed executive officers for each of the thieeaf years ended December 31, 2011,
2010 and 2009.

All Other

Stock Option Compensation

Name and Salary Bonus Awards Awards Total

Principal Position Y ear $ %@ %@ % (2 % %)
Vijay B. Samant 2011 525,00( 315,00( 319,50( 506,87 56,51(3) 1,722,89
President and Chief Executive Offic 201C 500,00( 262,00( 415,20( 660,38: 56,51(4) 1,894,09
200¢ 470,00( 250,00( 137,60( 196,04! 56,51(5) 1,110,16:
Jill M. Broadfoot 2011 304,00( 140,00( 127,80( 202,75( 61€ 775,16¢
Senior Vice President, Chief Financ 201( 295,00( 120,00 173,00( 275,15¢ 661 863,82(
Officer and Secretar 200¢ 284,00( 115,00 60,20( 81,68¢ 5,091 545,97
Alain P. Rolland Pharm.D., Ph. 2011 330,00( 158,00( 127,80( 202,75( 5,971 824,52:
Executive Vice President, Prodt 201C 320,00( 130,00( 173,00( 273,64! 5,971 902,61¢

Developmen 200¢ 306,00  120,00( 60,20( 81,22¢ 5,971 573,39

1)

(@)

(3)

(4)

()

Annual bonuses are granted after the compleiczach calendar year at the Compensation Coneisttiéscretion, taking into account
the Company'’s performance against corporate goalsexcept with respect to our Chief Executive €ffi each named executive
officer's performance against his or her individual gaadsmnore fully described aboy

These amounts represent the grant date faievafl equitybased awards granted by the Company during the peasented, determin
in accordance with FASB ASC Topic 718. All awards amortized over the vesting life of the award. &detailed discussion of our
grant date fair value calculation methodology, uiithg assumptions and estimates inherent therkase refer to Note 1 to the finan
statements contained in our Annual Report on Fd-K for the year ended December 31, 2011 filed with SEC on March 15, 201

Of the amount shown, $50,000 represents ratotabsts, including $31,784 in rent and utilityypeents for an apartment for
Mr. Samant and $14,633 for tax reimburseme

Of the amount shown, $50,000 represents ratotabsts, including $31,304 in rent and utilityypeents for an apartment for
Mr. Samant and $15,783 for tax reimburseme

Of the amount shown, $50,000 represents retotabsts, including $30,461 in rent and utilityypeents for an apartment for
Mr. Samant and $16,137 for tax reimburseme
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GRANTSOF PLAN BASED AWARDS

The following table provides details regarding &tbased awards granted to each of our named exeaificers during the fiscal year
ended December 31, 2011.

All Other
Option
All Other Awards:
Stock Number of Grant Date
Awards:
Number of Securities Exercise or Fair Value
Underlying of Stock
Shares of Base Price and Option
Stock or Options of Option
Grant Units (#) # Awards Awards
Name Date 12 (2) ($/sh) ($)
Vijay B. Samant 1/7/201: — 450,00( 2.14 506,87+
1/7/201: 150,00( — — 319,50(
Jill M. Broadfoot 1/7/201: — 180,00( 2.14 202,75(
1/71201: 60,00( — — 127,80(
Alain P. Rolland, Pharm.D., Ph.| 1/7/201: — 180,00( 2.14 202,75(
1/7/201: 60,00( = — 127,80(

(1) The amounts shown reflect the number of shamegrlying the RSUs granted to each named execatfiiger. The par value of $0.01
per share of the underlying shares of an RSU gsgrdid by the named executive officer on the déigrant.

(2) The right to exercise the above stock optiards RSUs generally vests 25% on the first annivgreathe date of grant, with the
remaining rights vesting quarterly over the remagrthree year:
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OUTSTANDING EQUITY AWARDSAT FISCAL YEAR-END

The following table provides details regarding tansling stock-based awards for each of our namedutixe officers as of
December 31, 2011.

Option Awards Stock Awards
Number of
Number of Market
Securitiles Numb_e( of Option Sha_resor Value of
Underlylng Securities Exercise Units of Sharesor
Unexer cised Underlying Stock That Units of
Unexer cised Option Stock That
Options - Options - Price Expiration Have Not Have Not
Name Exercisable Unexercisable (1) (%) Date Vested Vested ($) (2)
Vijay B. Samant 125,00( — 9.4(C 2/4/201: 244,06 1,076,31.
150,00( — 3.11 1/27/201.
100,00( — 6.3t 2/8/201:
75,00( — 5.0¢ 2/21/201!
60,00( — 4.54 1/5/201¢
100,00 — 6.71 1/4/201°
75,00( 5,00( 4.27 1/3/201¢
165,00( 75,00( 1.7 1/8/201¢
157,50( 202,50( 3.47 1/10/202(
— 450,00( 2.14 1/6/202:
Jill M. Broadfoot 60,00( — 4.8( 10/10/201. 99,49¢ 438,79
20,00( — 5.0¢ 2/21/201!
20,00( — 4.54 1/5/201¢
50,00( — 6.71 1/4/201°
32,81 2,18 4.27 1/3/201¢
68,75( 31,25( 1.7z 1/8/201¢
65,62 84,37 3.47 1/10/202(
— 180,00( 2.14 1/6/202:
Alain P. Rolland, Pharm.D 60,00( — 6.4¢ 7/31/201. 99,37 438,23
Ph.D. 20,00( — 3.11 1/27/201:
15,00( — 6.3t 2/8/201:
15,00( — 5.0¢ 2/21/201!
15,00( — 4.54 1/5/201¢
30,00( — 6.71 1/4/201°
23,43¢ 1,562 4.27 1/3/201¢
68,75( 31,25( 1.7 1/8/201¢
65,62¢ 84,37¢ 3.41 1/10/202(
— 180,00( 2.14 1/6/202:

(1) The right to exercise the above stock opticesty 25% on the first anniversary of the date ahgyiwith the remaining rights vesting
quarterly over the remaining three ye:

(2) The market value of the RSUs is determined hitiplying the number of shares underlying the R®yshe closing price for our
common stock of $4.41 on December 30, 2!
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OPTION EXERCISES AND STOCK VESTED

The following table provides details regarding &toptions exercised and RSUs vested for each ohanred executive officers for the
fiscal year ended December 31, 2011.

Option Awards Stock Awards
Number of
Number of
Shares Value Shares
Acquired on Realized on Acquired Value
on Realized on

Name Exercise Exercise ($) Vesting Vesting ($) (1)
Vijay B. Samant — — 80,62%(2) 228,51
Jill M. Broadfoot — — 33,00((3) 90,04
Alain P. Rolland, Pharm.D., Ph.| — — 32,25( 91,68¢

(1) Represents the number of shares vested multipligdeomarket value of the underlying shares ornvdésting date less the purchase
of $0.01 per shart

(2) Mr. Samant elected to defer receipt of 26,2bhese shares until the earlier of a change irtrobas defined in the Stock Incentive Plan
or 90 days following the termination of his emplagmh

(3) Ms. Broadfoot elected to defer receipt of thelsares until February 1, 2015. The deferral agesgsrallow the employee to receive the
vested shares prior to the deferral date onlyénetrent of a change in control or upon terminatibemployment

NONQUALIFIED DEFERRED COMPENSATION TABLE

We grant RSUs to our executives and other employdesRSUs granted typically vest 25% on the firstiversary date of the grant,
with the remaining rights vesting quarterly oves tekmaining three years and, once vested, allowdhécipants to acquire shares of common
stock at par value. At the time the RSU is granitedemployee has the option to defer the releai@afommon stock underlying the RSU to
a future date which is after its vesting date. &leetion to defer the release of the common stocletying the RSU also defers the required
state and federal income tax withholding requiraimentil those shares are released. The electideftr the release of the common shares
underlying the RSU is irrevocable. The deferrakagnents allow the employee to receive the vestaaslprior to the deferral date only in
the event of a change in control or upon termimatibemployment. The following table provides distaggarding the value of stock awards
as of December 31, 2011, for which issuance ofltaes underlying those awards has been defehnethdrease in value of deferred shares
during the current year and the value of deferredess which were released during the current year.

Aggregate
Withdrawals/ Agoregate
Aggregate
Earningsin Contributions Balance at
Last FY Last FY
Name [63) (9 ®)(D)
Vijay B. Samant 36,997 — 698,71.
Jill M. Broadfoot 55,18: — 338,47.

Alain P. Rolland, Pharm.D., Ph. — _ _

(1) Amount represents the market value of vestadibreleased shares multiplied by the closing fiec®ur common stock of $4.41 on
December 30, 201
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POTENTIAL PAYMENTSUPON TERMINATION OR CHANGE OF CONTROL

We have entered into employment agreements witlexecutive officers which include provisions thatite those executive officers
receive severance payments in specified casestepoination without “cause” or resignation for “gbmeason”. Severance for our executive
officers, other than our Chief Executive Officeonsists of continued base salary payments at #rechrrent rate, including the payment of
health insurance premiums, for a period of 12 mantlus a payment equal to the executive offices’sh bonus in the previous year. In
addition, our executive officers, other than ouieCxecutive Officer, receive accelerated vestingall their unvested stock awards as if 1
had remained employed by us for 12 months frondtte of termination. Cause is defined as any onkeofollowing: (i) failure to perform
the executive’s duties, (ii) gross misconduct) {iiaud or (iv) a conviction of, or a plea of “gyil or “no contest” to a felony. Good reason is
defined as any one of the following: (i) a materaduction in authority or responsibility or signént demotion or (ii) a material reduction in
base salary or a reduction in base salary of nfane 25%. To resign for good reason, an executiv@ matify us of his or her intention with
60 days after the occurrence of a condition cautsgtiy “good reason” and provide us with 30 daysure the condition. In the event that our
executives qualify for severance payments, thesalantinuation payments will be made on a semi-higrbasis and will be reduced dollar
for dollar by any other compensation earned byettecutives during the severance period as an employindependent contractor. In the
event that the termination occurs within 24 mormttha “change in control,” as defined in the agreetagthe severance for our executive
officers, other than our Chief Executive Officeonsists of lump sum payments equal to 18 montlmeé salary at the then-current rate, the
payment of health insurance premiums for 12 momthis a payment equal to the executive officershdaonus paid in the previous year. In
addition, all outstanding unvested stock awardd bglour executive officers will vest immediately.

We have entered into an employment agreement witlCbaief Executive Officer, which provides for conted base salary payments at
the then-current rate, including the payment ofthdéasurance premiums, for a period of 18 mongthss a payment equal to one and one half
times his cash bonus in the previous year, if hipleyment is terminated without “cause” or if hsigns for “good reason”. In addition, he
receives accelerated vesting on all his unvestak stwards as if he had remained employed by us&anonths from the date of termination.
Cause is defined as any one of the following:dilufe to perform the executive’s duties, (ii) ggasisconduct, (iii) fraud or (iv) a conviction
of, or a plea of “guilty” or “no contest” to a felg. Good reason is defined as any one of the fatigw(i) a material reduction in authority or
responsibility, (ii) removal of the direct repogimelationship with the Board of Directors, (iinyareduction in base compensation, or (iv) a
material breach of the employment agreement. Irettemt that our Chief Executive Officer qualifies §everance payments, the salary
continuation payments will be made on a semi-mgrihlsis, will be reduced dollar for dollar by arther compensation earned by him
during the severance period, as an employee outtans and will be terminated if he enters intoesnployment or consulting agreement \

a company which is primarily involved in researdayelopment or commercialization of a method oivéey of naked DNA into humans or
animals. In the event that the termination occuthiw24 months of a “change in control,” as defirie the agreement, our Chief Executive
Officer's employment agreement provides for a lisum payment equal to 24 months of base salariigahen-current rate, the payment of
health insurance premiums for 18 months, plus angay equal to one and one half times his cash bpaidsin the previous year. In addition,
all outstanding unvested stock awards held by duefExecutive Officer will vest immediately.

All of the Company’s outstanding equity-based awandlude provisions that accelerate vesting ohsawards in the event of a change
of control. A change of control is defined as tisewsrence of either of the following events: (gt@nge in the composition of the Board of
Directors, as a result of which fewer than 50%hef incumbent directors are directors who eithgrhéal been directors of the Company 24
months prior to such change; or (b) were electedpminated for election, to the Board of Directaith the Company 24 months prior to
such change and who were still in office at theetioithe election or nomination; or (ii) any perdmtomes, by acquisition or aggregation of
securities, the beneficial owner of securitieshef Company representing 50% or more of the combin#&dg power of the Company’s
securities eligible to vote for the election ofeditors.
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The following table provides details of potentiayments which could occur upon termination of thenad executive officers or in the
event of a change of control of the Company assgmitriggering event occurred on December 31, 2011.

Cash Health
Severance Bonus Insurance Acceleration of

Name Payment ($)(1) Payment ($) Premiums ($)(1) Equity Awards ($)(2)

Vijay B. Samant _

«  Involuntary termination without cause 787,50 472,50( 31,19 1,589,31

«  Voluntary resignation for good reason 787,50( 472,50( 31,19 1,589,31

. @ramE e 1,050,001 472.50( 3119 2487.42:

Jill M. Broadfoot ‘

«  Involuntary termination without cause 304,00 140,00 20,79¢ 492,24

«  Voluntary resignation for good reason 304,00 140,00 20,79¢ 492,24:

. Change in control 456,00( 140,00( 20,79( 1,009,76‘
Alain P. Rolland, Pharm.D., Ph.D.

«  Involuntary termination without cause 330,00 158,00 20,79¢ 386,86t

«  Voluntary resignation for good reason 330,00( 158,00 20,79¢ 386,86t

. Change in control 495,00( 158,00( 20,79( 769,72

(1) Inthe cases of an involuntary termination withcause and voluntary resignation with good nea® amounts assume no subsequent
employment or consultancy by the executive durivegepplicable severance peri

(2) The amounts shown reflect (a) for stock optjdhs excess, if any, of the closing price for common stock of $4.41 on December 30,
2011 over the exercise price of the stock optiondgfiplied by the number of shares underlying tp&ans for which vesting is
accelerated due to the specified termination ahébfRSUs, the closing price for our common sto€i4.41 on December 30, 2011,
multiplied by the number of shares underlying tf&UR for which vesting is accelerated due to theifipd termination

DIRECTOR COMPENSATION

The compensation program for our non-employee tlireds intended to fairly compensate them fortitme and effort required of a
director. The Company uses a combination of cadhstotk-based incentive compensation to attractetaih qualified candidates to serve
on the Board. The Board also takes into considmerdtie performance of the Company when determitiiagappropriate level of their
compensation. In March 2012, our Board of Direcaoreended our non-employee director compensatiaoyptnl more closely align the
Company'’s director compensation with the Compapgsr group and market practices. The following dpson reflects this amendment.

Director Fees

Each of our non-employee directors receives analrfea of $44,000 for service on the Board of Dives. All fees are paid on a
quarterly basis. Non-employee directors are algolrersed for their expenses for each meeting atiegnd

28



Director Equity Awards

Under the Stock Incentive Plan, each of our newemployee directors, on the date of his or hertigle¢o the Board of Directors,
receives a stock option grant with a Black-Schalkeston (“BSM”) value of $75,000 and an RSU with a BSM value of,826 as of the gra
date. The shares subject to these options and BStu#sally vest 25% on the first anniversary ofdage of grant, with the remaining shares
vesting quarterly over the next three years. Eachemployee director who has served on our Board mfdbars for at least six months on
date of each regular Annual Meeting of Stockhol@ddse receives an annual grant of an option wiS& value of $63,750 and an RSU with
a BSM value of $21,250 as of the grant date. Thesiens and RSUs vest in full on the date of tlgutar Annual Meeting of Stockholders
the year following the year in which the optionsl&SUs were granted. No more than an aggregat@%fd the shares available under our
Stock Incentive Plan are available for grant to-eomployee directors. Our Board of Directors mayvjate discretionary grants under the
Stock Incentive Plan to our non-employee directdreder the Stock Incentive Plan, stdeksed awards to purchase a total of 1,278,437
of our common stock have been granted to our cumrem-employee directors, with 345,000 sharesisfttital amount granted during the
fiscal year ended December 31, 2011.

Fees and Equity Awards of the Chairman of the Boar d of Directors

Dr. Douglas receives a total annual fee of $64f008erving as Chairman of our Board of Direct@sr Chairman of the Board of
Directors also receives an annual grant of an optith a BSM value of $83,750 and an RSU with a B&Wie of $21,250 as of the grant
date. These fees and awards are in lieu of the ensgtions the Chairman would otherwise receiveramaemployee director. These awards
vest in full on the date of the regular Annual Megtof Stockholders for the year following the y@awhich the options and RSUs were
granted.

Committee Fees

The Chairman of the Audit Committee of the Boardokctors receives an annual Audit Committee Ghair fee of $25,000. The
Chairman of the Compensation Committee receivemnanal Committee Chairman fee of $15,000. The Gteairof the
Nominating/Governance Committee receives an an@aaimittee Chairman fee of $10,000. All I-chairman Committee members receive
an additional fee of $7,000 for each committee bictvthey serve.

Director Compensation Table

The table below summarizes the compensation patiédZompany to non-employee directors for theafigear ended December 31,
2011.

All Other
Fees Earned Stock Option Compensation

Awards Awards Total

Name(1) in Cash (%) ®)2) ®)2) ®E) (9
R. Gordon Douglas, M.L 42,50( 114,90( 159,327 — 316,72°
Robert H. Campbe 40,00( 71,81 99,57¢ — 211,39:
Gary A. Lyons 35,00( 71,81% 99,57¢ 90,00(3)  296,39:
Robert C. Merton, Ph.L 37,50( 71,81 99,57¢ — 208,89:

(1) Vijay B. Samant, the ComparsyPresident and Chief Executive Officer, is notuded in this table as he is an employee of the @Gy
and thus receives no compensation for his serg@edirector

(2) These amounts represent the grant date faiewafl equitybased awards granted by the Company during 201drndimed in accordan:
with FASB ASC Topic 718. All awards are amortizegothe vesting life of the award. For a detailetdssion of our grant date fair
value calculation methodology, includi
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assumptions and estimates inherent therein, pteéeseto Note 1 of the financial statements comdiim our Annual Report on Form 10-
K for the year ended December 31, 2011, filed withSEC on March 15, 2012. As of December 31, 264adh director had the
following number of shares underlying RSUs andapioutstanding: R. Gordon Douglas, M.D. — 30,08 280,000; Robert H.
Campbell- 18,750 and 232,500; Gary A. Lyo- 18,750 and 210,937; and Robert C. Merton, P— 18,750 and 245,00!

(3) Fees related to a consulting agreement entetedvith the Company in August 2010. The agreemeas subsequently amended to

extend the consulting term in Decem2010, June 2011 and December 2(

EQUITY COMPENSATION PLAN INFORMATION

The following table provides certain informationad<December 31, 2011, with respect to our equitygensation plan in effect on that

date.

Number of Securitiesto
be I'ssued Upon Exercise

of Outstanding Options,

Warrants and Rights (a)

Equity compensation plans approved
stockholders 6,955,10

30

Weighted-Average
Exercise Price of
Outstanding Options,
Warrants and Rights (b)

$ 3.51

Number of Securities
Remaining Available for

Issuance Under Equity
Compensation Plans
(Excluding Securities

Reflected
in Column (a)) (c)

3,020,65!



SECURITY OWNERSHIP
Security Owner ship of Directorsand Named Executive Officers

The following table sets forth the beneficial owstép of the Company’s common stock as of MarchO1L22 for each director of the
Company, each executive named in the Summary Cogatien Table herein, and by all directors and naeegtutive officers of the
Company as a group.

Rightsto Acquire
Total Stock and

Shares Within Per cent of
Common 60 Days of Stock Based
Name Stock March 1, 2010 Holdings Total(1)
Vijay B. Saman 120,72t 1,103,12! 1,223,85. 1.41%
Jill M. Broadfoot 4,62°¢ 406,87t 411,50: *
Alain P. Rolland, Pharm.D., Ph.| 65,81 401,87! 467,68t *
Robert H. Campbe 32,25( 176,25( 208,50( *
R. Gordon Douglas, M.C 50,00( 290,00t 340,00( *
Gary A. Lyons 31,25( 154,68 185,93 *
Robert C. Merton, Ph.L 31,25( 168,75( 200,00( *
All directors and executive officers as a group
(7 persons 335,91 2,701,56: 3,037,47 3.4%%

* Less than 19

(1) Percent of shares beneficially owned by any peisecalculated by dividing the number of shares Eeiadly owned by that person as
March 1, 2012 (including any shares which that @etsas the right to acquire beneficial ownershipvibhin 60 days of March 1, 2012),
by the sum of the total number of shares outstandiof March 1, 2012, and the number of shareshwthiat person has the right to
acquire beneficial ownership of within 60 days adifigh 1, 2012. Applicable percentages are base® &88,773 shares of our common
stock outstanding as of March 1, 2012, adjustagauired.
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Security Ownership of Certain Beneficial Owners

The following table sets forth the beneficial owstep of the Company’s Common Stock as of March01,22 for each stockholder who
was a beneficial owner of more than five percerthefoutstanding shares of the Company’s Commock&io such date. The information
below is based on filings by the beneficial owneith the SEC pursuant to sections 13(g) under tteh&nge Act as well as additional
information provided to us by the stockholders at®d in the footnotes below. The Company is notrawé any other beneficial owner of
more than five percent of the Company’s CommonlStoc

Per cent of
Common
Name and Address Stock Total(1)
Singer, James R. (2) 10,005,66 11.€%

111 Commercial Street, Suite 201
Portland, ME 0410.

Fidelity Management and Research Company (3) 9,729,90 11.2%
82 Devonshire Street
Boston, MA 0210¢

Federated Investors, Inc. (4) 6,876,30! 8.C%
Federated Investors Tower
Pittsburgh, PA 1522

(1) Percent of shares beneficially owned by angldiolder is calculated by dividing the number cdusis beneficially owned by the
stockholder by the sum of the number of sharedand#ng as of March 1, 2012. Applicable percentagesased on 85,889,773 shares
of our common stock outstanding as of March 1, 2

(2) Based on Form 4 filed by James R. Singer (“&itjgon January 9, 2012. According to the Formledfi Singer had sole voting power
with respect to 10,005,667 shares of our commarksds of January 6, 201

(3) Based on Amendment No. 1 to Schedule 13G file&idelity Management and Research Company (“Kidgbn February 10, 2012.
According to the schedule 13G, 9,729,907 sharesioEommon stock were beneficially owned by Figedis of January 31, 201

(4) Based on Amendment No. 11 to Schedule 13G hileBederated Investors, Inc. (“Federated”) on &atyr 9, 2012. According to the
schedule 13G, 6,876,305 shares of our common steo& beneficially owned by Federated, Voting Shémmesocable Trust, John F.
Donahue, Rhodora J. Donahue and J. Christopherhbenas of December 31, 20:
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PROPOSAL 2
AMENDMENT OF THE STOCK INCENTIVE PLAN

Our Stock Incentive Plan was adopted by our Bo&Mli@ctors on October 14, 1992, and was subsetuentended and restated on
twelve occasions. The most recent amendment ateteetent of the plan approved by our stockholders effective as of May 25, 2010.
Stockholders are being asked to approve an amendmtre Stock Incentive Plan to increase the nurobehares of our common stock
reserved for issuance under the plan by 3,000,68fs. This proposed amendment of the Stock InaeRian will be effective as of May 24,
2012, if approved by our stockholders at the AniMieéting. Our Stock Incentive Plan as proposecetarbended is attached as Appendix A
to this proxy statement.

The affirmative vote of the holders of a majorifitlee shares present in person or representeddsy j@nd entitled to vote at the Anni
Meeting will be required to approve this amendnierthe Stock Incentive Plan as described in thip®sal 2. Abstentions will be counted
toward the tabulation of votes cast on this propasd will have the same effect as negative vd@@esker non-votes are counted towards a
quorum, but are not counted for any purpose inrdeténg whether this matter has been approved.

T HE B 0ARD OF D IRECTORS R ECOMMENDS
AV oTE FOR THE A PPROVAL OF THE A MENDMENT TO O UR STOCK | NCENTIVE P LAN .

Summary of Amendment

Stockholders are being asked to approve an amerdm#re Stock Incentive Plan to increase the nurobshares of our common stc
reserved for issuance under the plan by 3,000,6afes. The Board of Directors approved the propaseehdment on March 22, 2012,
conditioned upon approval by our stockholders.

Description of Stock Incentive Plan

The following description of the Stock IncentiveaPRlis a summary only. It is subject to, and quedifin its entirety by, the full text of
the Stock Incentive Plan as proposed to be ameaitigched as Appendix A to this proxy statement.

Purpose

The purpose of the Stock Incentive Plan is to assisn recruiting and retaining qualified employgeonsultants, advisors and non-
employee directors and to allow us to build a §atig long-term relationship with these individudtsough recognition of their contributions
to our affiliates and to us. The plan providestfa grant of nonstatutory stock options (“NSOs{tions intended to qualify as incentive st
options (“ISOs”) under Section 422(b) of the Codd &ghts to purchase shares of our common stackyding RSU awards.

Administration

The Stock Incentive Plan is administered by our @ensation Committee, consisting exclusively of eomployee directors of the
Company who are appointed by our Board of Directorg Board of Directors may act on its own bekath respect to grants under the p
The Compensation Committee may appoint one or suibecommittees, consisting of one or more of oficefs who do not need to be
directors, to administer the plan with respectuo@mployees who are not “covered employagxier Section 162(m)(3) of the Code and
are not required to report pursuant to Section)l&{the Exchange Act. On February 5, 2002, ourrBad Directors created the President’s
Stock Option Committee to administer the plan wibpect to these employees. Mr. Samant is currérelgole member of the President’s
Stock Option Committee. The President’s Stock @p@ommittee periodically acted by written conseuring the fiscal year ended
December 31, 2009.
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Subject to the limitations set forth in the Stonkéntive Plan, our Compensation Committee seleltswill receive awards under the plan
and determines the amount, vesting requirement®tred conditions of each award. In addition, tlenPensation Committee establishes the
guidelines and forms for implementing the plan enesponsible for interpreting and making all desis regarding the operation of the plan.
The Compensation Committee’s decisions are findltdnding upon all participants in the plan.

Eligibility and Shares Subject to the Stock I ncentive Plan

Under the Stock Incentive Plan, 12,700,000 sharesirocommon stock have been reserved for issu@raténcluding 3,000,000 shares
which are subject to stockholder approval at thauwah Meeting) either by direct sale or upon exercitoptions granted to our employees
(including our officers and directors who are asoployees), noemployee directors, and consultants and advisocspstvide services to |
as independent contractors. ISOs may be grantgd@woiur employees who are paid from our payro$Q¢ and RSUs may be granted to our
employees, consultants and advisors and non-engldiyectors.

The Stock Incentive Plan currently provides thatas and awards that do not vest upon the satisfaof performance goals made to
any employee in a single calendar year and thanterded to comply with Section 162(m) of the Caousey not cover more than 1,300,000
shares of common stock. In addition, of the shavedable under the Stock Incentive Plan, no mas 30% in the aggregate are available
for grant to non-employee directors, subject tdatrradjustments. If any rights to acquire shareden the Stock Incentive Plan expire or are
canceled without having been exercised in full,shares allocable to the unexercised portion df sights shall again become available for
grant under the Stock Incentive Plan. If sharaseidsinder the Stock Incentive Plan are forfeitieely also become available for new grants.

As of March 31, 2012, we had 114 employees anddamoployee directors eligible to participate in Steck Incentive Plan.

As of March 31, 2012, options to purchase an aggecof 8,137,238 shares of our common stock atightel average exercise price
$3.39 per share and a weighted average remairfiengfli7.12 years were outstanding under the Stocéritive Plan. To date, all stock options
have been granted with exercise prices equal téathenarket value of our common stock on the ddtgrant. As of March 31, 2012, RSUs
covering 1,178,169 shares of our common stock wetstanding under the Stock Incentive Plan. As afd# 31, 2012, a total of 1,629,626
shares of our common stock were available for &iaptions, RSU or other awards under the StocknieePlan (not including 3,000,000
shares which are subject to stockholder approvleafnnual Meeting). On March 30, 2012, the clgginice for our common stock on the
Nasdaq Stock Market was $3.40 per sh

The allocation of the additional 3,000,000 sharfestack which the stockholders are being askegpy@e has not been determined.
Pursuant to the terms of the Stock Incentive RlaCompensation Committee and/or committees apgabloy the Board of Directors,
including the President’s Stock Option Committe#|, determine the number of options and RSUs (amda@her awards) to be allocated to
our employees and non-employee directors unde$tihek Incentive Plan in the future, and such atioca may only be made in accordance
with the provisions of the Stock Incentive Plardascribed herein.

Terms of Options

The Compensation Committee will determine the datates on which stock options granted pursuatitestock Incentive Plan will
vest. The Committee will also determine the terorsefach option granted under the plan. The maxiraum of each option granted under
Stock Incentive Plan is ten years (five years endhse of an ISO granted to any key employee &f whp, together with certain family
members, owns more than 10% of our outstandingngatiock (a “10% stockholder™)).
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The exercise price of ISOs and NSOs granted uiéeplan may not be less than 100% of the fair mardeie of our common stock on
the date of the grant (110% in the case of an I&Dtgd to a 10% stockholder). Under the Stock IticerPlan, the exercise price is payable
in cash or, if permitted by an optionee’s optioneggnent, in our common stock or with a full receypsomissory note under certain
conditions.

Neither the Compensation Committee nor the Boadiag#ctors has the authority to take any of thetehctions with respect to the
Stock Incentive Plan:

* Amend the exercise price of outstanding gré
» Issue new grants in exchange for the cancellati@utstanding grants; «

e Buyout outstanding underwater grants for ci
Terms of Shares Offered for Sale

The terms of any sale of shares of our common stocknnection with a restricted stock award ot unider the Stock Incentive Plan
will be set forth in an award agreement to be euténto between us and each purchaser or RSU hdlberterms of the award agreements
entered into under the Stock Incentive Plan ne¢daddentical, and the Compensation Committeerates all terms and conditions of e
of these agreements, consistent with the StocknthaePlan. The purchase price for shares soldnthgeStock Incentive Plan may not be
less than the par value of the shares.

Any shares sold or RSUs granted under the Stoanlthe Plan may be subject to vesting upon conutgpecified in the award
agreement. Vesting conditions are determined byCthpensation Committee and may be based on thpenstts service, individual
performance, our performance or such other critsithe Compensation Committee may adopt. Shalgépsisuant to an RSU award may
subject to a right of repurchase by us at theginal purchase price in the event that any applécaesting conditions are not satisfied and
be subject to restrictions on resale or transfét ey have vested. RSUs may not be transferresblul. Any right to acquire shares under
Stock Incentive Plan (other than an option or R&illlautomatically expire if not exercised withi® 8lays after the grant of such right was
communicated by the Compensation Committee todbipient. A holder of shares sold under the Stoclemtive Plan has the same voting,
dividend and other rights as our other stockholdghsres underlying RSUs may not be acquired th&iRSUs vest. The holders of RSUs
not entitled to vote or receive dividends on anyhef shares underlying the RSUs until the RSUsamdtthe shares are acquired. In certain
circumstances the award agreement governing RStdstpehe holder to defer receipt of the vestedeshaeyond the vesting date, subject to
certain conditions.

Duration, Amendment and Termination

Our Board of Directors may amend, suspend or taataithe Stock Incentive Plan at any time, excegitahy such amendment,
suspension or termination shall not affect any avpeviously granted. Any amendment of the Stodeihtive Plan is subject to approval of
our stockholders only to the extent required byliapple law. Because the term of the Stock IncenBlan is 10 years, if the proposal to
amend the Stock Incentive Plan is approved at tireual Meeting, the amended and restated planevithinate on May 24, 2022 (unless
sooner terminated by our Board of Directors), andunther options may be granted or stock sold ymmsto the plan following that date. If
the proposal to amend the Stock Incentive Plamtispproved at the Annual Meeting, the plan willtaate on May 25, 2020.
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Effect of Certain Corporate Events

Outstanding awards under the Stock Incentive Plawige for the automatic vesting of employee stoptions and RSUs in the event
a “Change in Control"'Future employee stock option agreements and othamdsagreements entered into pursuant to the $toektive Plar
will contain similar provisions, unless otherwisgtefmined by the Compensation Committee.

For purposes of the Stock Incentive Plan, the t&hange in Control” means either of the followingeats: (1) a change in the
composition of our Board of Directors after whigwker than one-half of the incumbent directors eittasl been directors of the Company
24 months prior to the change or were elected orimated for election to our Board of Directors wiitle approval of a majority of the
directors who had been directors of the Companm@#ths prior to the change and who were still ficefat the time of the election or
nomination; or (2) any person becomes, by acqaisibr aggregation of securities, the beneficial emaf securities representing 50% or
of the combined voting power of our outstandingusiies at that time. A change in the relative i ownership under clause (2) above
by reason of a reduction in the number of our amiding securities will be disregarded.

In the event of a subdivision of our outstandingiomon stock, a combination or consolidation of autstanding common stock (by
reclassification or otherwise) into a lesser nunidfeshares, a declaration of a dividend payabmmmon stock or in a form other than
common stock in an amount that has a material ieffie¢he price of our shares, a recapitalizatipma, reclassification, or a similar
occurrence, the Compensation Committee will makestishents in the number and/or exercise price tibop and/or the number of shares
available under the Stock Incentive Plan, as apjats

In the event we merge or otherwise reorganize tautiing options will be subject to the agreemenmnefger or reorganization. Such
agreement may provide for the assumption of outlit@noptions by the surviving corporation or itsgra, for their continuation by us (if we
are the surviving corporation), for payment of atcaettlement equal to the difference betweenrtwuat to be paid for one share of our
common stock under the agreement of merger or a@argtion and the exercise price for each optiofigiothe acceleration of the
exercisability of each option followed by the cdfatéon of options not exercised or settled, incabses without the optionee’s consent.

Federal Income Tax Consequences of Awards Under the Stock Incentive Plan

Neither we nor the optionee will incur any fedeead consequences as a result of the grant of annofthe optionee will have no
taxable income upon exercising an 1ISO (excepttti@tlternative minimum tax may apply), and we vétteive no deduction when an ISO is
exercised. Upon exercising an NSO, the optioneergdlg must recognize ordinary income equal to“#jpgead” between the exercise price
and the fair market value of our common stock @ndéate of exercise; we generally will be entitlectdeduction for the same amount. In the
case of an employee, the option spread at theaim¢SO is exercised is subject to income tax wittihg, but the optionee generally may
elect to satisfy the withholding tax obligation bgving shares of common stock withheld from thaselpased under the NSO. The tax
treatment of a disposition of option shares acgluineder the Stock Incentive Plan depends on hog tlba shares have been held and whe
such shares were acquired by exercising an ISQ ekércising an NSO. We will not be entitled toesidction in connection with a
disposition of option shares, except in the case difposition of shares acquired under an 1SOrbdfe applicable ISO holding periods have
been satisfied.

If a plan participant is awarded or allowed to fage fully-vested shares under the Stock InceRtiae, the amount by which the fair
market value of the shares on the date of awapdiathase exceeds the amount (if any) paid forlihees will be taxed to the participant as
ordinary income. We will be entitled to a deductiorthe same amount provided it includes the coragiéon element of the sale or award in
income on the Form W-2 or Form 1099 issued to dréigipant. The participant’s tax basis in the slsaacquired is equal to the shares’
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fair market value on the date of acquisition. Uposubsequent sale of any shares, the participdineaiize capital gain or loss (long-term or
shortterm, depending on whether the shares were helthdoe than one year before the sale) in an amaual ¢o the difference between
or her basis in the shares and the sale price.

If a participant in the Stock Incentive Plan is ased or purchases shares that are subject toiagasshedule, the participant is deemed
to receive an amount of ordinary income equal ¢éoetkcess of the fair market value of the sharéiseatime they vest over the amount (if any)
paid for such shares by the participant. We ar#lethto a deduction equal to the amount of th@ime recognized by the participant, subject
to the tax reporting requirements.

Section 83(b) of the Code permits a participarhaStock Incentive Plan to elect, within 30 dafgsrahe transfer of any shares subject
to a vesting schedule to him or her, to be taxamtdihary income rates on the excess of the faikaetavalue of the shares at the time of the
transfer over the amount (if any) paid by the p#stint for such shares. Withholding taxes applyat time. If the participant makes a
Section 83(b) election, any later appreciatiorhim ¥alue of the shares is not taxed as ordinagnie; but instead is taxed as capital gain v
the shares are sold or transferred.

Awards Under the Stock Incentive Plan

Awards under the Stock Incentive Plan will be matthe discretion of the Compensation Committe@ Thmpensation Committee
has not made any decisions on the amount and fyf@ards that are to be made to our key serviceidars in future years under the Stock
Incentive Plan, and therefore we cannot currerghgigmine the amount or types of Awards that magrbated in the future under the Stock
Incentive Plan to the individuals and groups ligtetbw. The following table sets forth informatioancerning equity-based compensation
under the Stock Incentive Plan as of March 31, 2012

Number

Name of Units
Vijay B. Saman 2,439,001
President and Chief Executive Offic
Jill M.Broadfoot 965,25(
Senior Vice President, Chief Financial Officer &3etretary
Alain P. Rolland, Pharm.D., Ph.| 862,75(
Executive Vice President, Product Developrr
Executive officers, as a groi 4,267,001
Non-employee directors, as a gra 1,134,68
Associates of any director, executive officer aedior nominet —
Other persons who received 5% of such L —
All employees, including all current officers whianot executive officers, as a grc 3,913,72
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PROPOSAL 3
ADVISORY VOTE ON EXECUTIVE COMPENSATION

Under the Dodd-Frank Wall Street Reform and Consupnetection Act, or the Dodd-Frank Act, and SattldA of the Exchange Act,
the Company’s stockholders are now entitled to to@&pprove, on an advisory basis, the compensafitie Company’s named executive
officers as disclosed in this proxy statement icoadance with SEC rules. This vote is not intenideaddress any specific item of
compensation, but rather the overall compensatidgheoCompany’s named executive officers and thilpbphy, policies and practices
described in this proxy statement.

Because the vote is advisory, it is not bindingltnBoard or the Company. Nevertheless, the viegeessed by the stockholders,
whether through this vote or otherwise, are impudrta management and the Board and, accordingdyBtiard and the Compensation
Committee intend to consider the results of thi®vn making determinations in the future regardimgcutive compensation arrangements.

In addition, at our Annual Meeting of Stockholdaedd on May 26, 2011, our stockholders voted taesptheir preference on the
frequency of future advisory votes on executive pensation. Because the frequency of once per geaived the highest number of votes
cast, our Board determined that we will includeoa-binding advisory vote on executive compensatioour proxy materials every year until
the next required advisory vote of our stockholdershe frequency of future advisory votes on ekeelcompensation.

The compensation of the Company’s named execuffieers subject to the vote is disclosed in the @ensation Discussion and
Analysis, the compensation tables, and the reladedhtive disclosure contained in this proxy staemAs discussed in those disclosures, the
Company believes that its compensation policiesdauisions are focused on pay-for-performance jpies, strongly aligned with our
stockholders’ interests and consistent with curneatket practices. Compensation of the Companyisagbexecutive officers is designed to
enable the Company to attract and retain talemecdeaperienced executives to lead the Company ssfidly in a competitive environment.

Accordingly, the Board is asking the stockholdergticate their support for the compensation ef@mpany’s named executive
officers as described in this proxy statement Isting a non-binding advisory vote “FOR” the followgi resolution:

“RESOLVED, that the compensation paid to the Congfsanamed executive officers, as disclosed pursteahtm 402 of
Regulation S-K, including the Compensation Disaussind Analysis, compensation tables and narrdis@ission is hereby
APPROVED.”

Advisory approval of this proposal requires theevot the holders of a majority of the shares preseperson or represented by proxy
and entitled to vote at the annual meeting.

T HEB 0ARD O FD IRECTORS R ECOMMENDS
AV oTel NF AVOR O F P RoOPOSAL 3
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PROPOSAL 4
RATIFICATION OF SELECTION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Audit Committee of our Board of Directors i€kimg stockholder ratification of its selectionkxist & Young LLP (“Ernst &
Young”) to serve as our independent registeredipalsicounting firm for the fiscal year ending Ded®m31, 2012. Ernst & Young has been
engaged as our independent registered public atingudirm since June 2, 2006. Representatives n§E& Young are expected to be present
at the Annual Meeting. They will have an opportyn@ make a statement if they so desire and wikhirElable to respond to appropriate
guestions.

Stockholder ratification of the selection of Er&sYoung as our independent registered public actingtirm is not required under the
laws of the State of Delaware, by our Bylaws oeottise. However, the Audit Committee is submittihg selection of Ernst & Young to the
stockholders for ratification as a matter of goodporate practice. If the stockholders fail tofsathe selection, the Audit Committee will
reconsider whether or not to retain Ernst & Youggen if the selection is ratified, the Audit Comied in its discretion may direct the
appointment of a different independent registengalip accounting firm at any time during the yefat determines that such a change would
be in our best interests and those of our stocldnsld

The affirmative vote of the holders of a majorifytlee shares present in person or representeddsy jand entitled to vote will be
required to ratify the selection of Ernst & Yourgstentions will be counted toward the tabulatibwates cast on this proposal and will h.
the same effect as negative votes. Broker non-atesounted towards a quorum, but are not codntemhy purpose in determining whether
this matter has been approved.

T HE B 0ARD OF D IRECTORS R ECOMMENDS
AV oTE| NF AVOR OF P ROPOSAL 4

Fees of Principal Accounting Firm

The following table sets forth certain fees paidttast & Young for the fiscal years ended Decen#igr2011 and 2010:

Year Ended Year Ended

12/31/11 12/31/10
Audit Fees (1) $380,64° $491,89¢
All Other Fees (2 1,94t 1,89¢

(1) Represents aggregate fees for professionakssriendered for the integrated audit of the Comjsaannual consolidated financial
statements and review of financial statements dedun the Company’s Form 10-Q filings, and othewiges that are normally
provided in connection with statutory and regubatiiings or engagement

(2) Includes fees for a subscription to an online antiog research libran
All fees described above were approved by the AQdinmittee of our Board of Directors.
Pre-Approval Policies and Procedures

The Audit Committee of our Board of Directors hadsjpted a policy and procedures for the pre-approf/alidit and non-audit services
rendered by our independent registered public adoayfirm. The policy generally pre-approves sfiediservices in the defined categories
of audit services, tax services and other permissibn-audit services up to specified amounts.dpproval may also be given as part of the
Audit Committee’s approval of the scope of the eyggaent of the independent registered public acaogifitm or on an individual
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case-by-case basis before the independent regigialdic accounting firm is engaged to provide esetvice. The pre-approval of services
may be delegated to one or more of the Audit Coteels members, but the decision must be reportéuktfull Audit Committee at its next
scheduled meeting.

The Audit Committee of our Board of Directors hatedmined that the rendering of non-audit servimeErnst & Young was
compatible with maintaining the independence ofsE& Young and all such services had been preaggrov
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REPORT OF THE AUDIT COMMITTEE OF THE BOARD OF DIRECTORS

The material in this report is not “soliciting matal,” is not deemed “filed” with the SEC and shaidbt be incorporated by reference by
any general statement incorporating by referendg pnoxy statement into any filing of Vical undee tSecurities Act or the Exchange Act,
except to the extent Vical specifically incorposatieis report by reference.

Audit Committee Report

The Audit Committee of the Board of Directors opesaunder a written charter adopted by the Boairgfctors. The members of the
Audit Committee are Robert C. Merton, Ph.D., Chainnof the Audit Committee, R. Gordon Douglas, Mabd Robert H. Campbell. All of
the members of the Audit Committee are “independé@ettors” as defined in Nasdaq Listing Rule 5@0)&) . In accordance with its written
charter, the Audit Committee assists the Boardioédors in fulfilling its responsibility for oveight of the quality and integrity of Vical's
accounting, auditing and financial reporting preesi.

In discharging its oversight responsibility ashe awudit process, the Audit Committee obtained feamst & Young a formal written
statement describing all relationships between Ndad its independent registered public accourfiing that might bear on the registered
public accounting firm’'s independence consistertihapplicable requirements of the Public CompangoAmting Oversight Board (United
States) (“PCAOB”) regarding the independent registgublic accounting firm’s communications witle tAudit Committee concerning
independence. The Audit Committee discussed witist= Young any relationships that may impact thedijectivity and independence and
satisfied itself as to Ernst & Young's independence

The Audit Committee discussed with Ernst & Young thatters required to be communicated under StateomeAuditing Standards
No. 61, as amende“Communication with Audit Committees.” In additiowjth and without management present, the Audit Gittee
discussed and reviewed the results of Ernst & Y@uegamination of Vical's 2011 financial statemeatsl effectiveness of internal control
over financial reporting.

Based upon the Audit Committee’s discussion witmaggement and Ernst & Young and the Audit Commisteetiew of the
representation of Vical's management and the indeget registered public accounting firm’s reportite Audit Committee, the Audit
Committee recommended to the Board of Directors\Wzal include the audited financial statementd aranagement’s assessment of the
effectiveness of the Company’s internal controlrdirancial reporting in its Annual Report on Foli-K for the fiscal year ended
December 31, 2011, for filing with the SEC.

The Audit Committee Charter provides that one diftthe Audit Committee is to determine whetherdtain or to terminate Vical's
existing independent registered public accounting br to appoint and engage a new independenstered public accounting firm for the
ensuing year. In performing that duty, the Audin@oittee evaluated the performance of Ernst & Youmngerforming the examination of
Vical's financial statements for the fiscal yeaded December 31, 2011, and engaged Ernst & YouMicass independent registered public
accounting firm for the fiscal year ending Decem®gr2012. The Audit Committee is seeking stocképldtification of the selection of
Ernst & Young to serve as Vical's independent regesd public accounting firm for the fiscal yeadery December 31, 2012.

Audit Committee

Robert C. Merton, Ph.D.
R. Gordon Douglas, M.D.
Robert H. Campbell
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires ourctiins, named executive officers and any personsflogaly holding more than 10%
of our common stock to report their initial owndpsbf our common stock and any subsequent chamgisi ownership to the SEC. Our
executive officers, directors and greater than 3886kholders are required by SEC regulation toislras with copies of all Section 16(a)
forms they file.

Specific due dates for these reports have beehlisstad and we are required to identify in thisyyrstatement those persons who fa
to timely file these reports. To our knowledge,dshsolely on a review of the copies of such reportsished to us and written representat
that no other reports were required, during theafiyear ended December 31, 2011, all of our dirscbfficers and greater than 10%
stockholders complied with the Section 16(a) filneguirements.

HOUSEHOLDING OF PROXY MATERIALS

The SEC has adopted rules that permit companiefgarthediaries €.g., brokers) to satisfy the delivery requirementsgiaxy
statements and annual reports with respect to twaooe stockholders sharing the same address bxedel a single proxy statement
addressed to those stockholders. This processhvigmmmonly referred to as “householding,” paediyt means extra convenience for
stockholders and cost savings for companies.

This year, a number of brokers with account holaére are Vical stockholders will be householding proxy materials. A single pro:
statement will be delivered to multiple stockhoklsharing an address unless contrary instructians heen received from the affected
stockholders. Once you have received notice froar pooker that they will be householding commuriaad to your address, householding
will continue until you are notified otherwise antil you revoke your consent. If, at any time, yaulonger wish to participate in
householding and would prefer to receive a sepgratey statement and annual report, please notify proker, direct your written request
Vical Incorporated, Investor Relations, 10390 Radfenter Court, San Diego, California 92121-43d4@antact Jill M. Broadfoot at
(858) 646-1100. Stockholders who currently recemstiple copies of the proxy statement at theirradd and would like to request
householding of their communications should contiaeir broker.

OTHER MATTERS

We know of no other business that will be preseatdtie Annual Meeting. If any other business pprly brought before the Annual
Meeting, it is intended that proxies in the enctb&&m will be voted in accordance with the judgmehthe persons voting the proxies.

Whether or not you plan to attend the meeting, me you to vote by proxy to ensure your vote isnted.

By Order of the Board of Directors

W—

Jill M. Broadfoot
Senior Vice President, Chief Financial Officer
and Secretary

San Diego, California
April 13, 2012
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Important Notice Regarding the Availability of Proxy Materialsfor the Annual Meeting: The Annual Report, Notice & Proxy Statement
is/are available at www.proxyvote.cam

VICAL INCORPORATED
Annual Meeting of Stockholders
May 24, 2012 8:00 AM EDT
Thisproxy issolicited by the Board of Directors

The undersigned stockholder of Vical Incorporatedhe “Company,” acknowledges receipt of the Noti€ the Annual
Meeting of Stockholders and Proxy Statement, eatbddApril 13, 2012, and the undersigned revokgsriair proxies and
appoints Vijay B. Samant and Jill M. Broadfoot, aath of them, as attorneys and proxies for thersighed to vote all shares
of common stock of the Company which the undersigmeuld be entitled to vote at the Annual Meetiigtockholders to be
held at the Hilton Times Square, 234 West 42ndeGtidew York, New York 10036, at 8:00 a.m., EasfBime, on May 24,
2012, or at any adjournment, continuation or pasgipeent thereof, and instructs said proxies to astmdicated on the reverse.

THISPROXY WILL BEVOTED IN ACCORDANCE WITH THE SPECIFICATIONS MADE. IF NO
SPECIFICATIONS ARE MADE, THISPROXY WILL BEVOTED FOR THE ELECTION OF THE NOMINEES FOR
DIRECTOR IN PROPOSAL 1 AND FOR THE APPROVAL OF PROPOSALS?2, 3and 4. PLEASE MARK, SIGN,
DATE AND MAIL THISPROXY CARD PROMPTLY, USING THE ENCLOSED ENVELOPE, WHICH ISPOSTAGE
PREPAID IF MAILED IN THE UNITED STATES.

Continued and to be signed on reverse side




VOTE BY INTERNET - www.proxyvote.com

Use the Internet to transmit your voting instrunticand for electronic delivery of
information up until 11:59 P.M. Eastern Time theg @&fore the cut-off date or meeting
date. Have your proxy card in hand when you acttessveb site and follow the instructions
to obtain your records and to create an electreoiing instruction form.

VICAL INCORPORATED ELECTRONIC DELIVERY OF FUTURE PROXY MATERIALS
10390 PACIFIC CENTER COURT If you would like to reduce the costs incurred lyy company in mailing proxy materials,
SAN DIEGO. A 92121-4340 you can consent to receiving all future proxy stetats, proxy cards and annual rep:

electronically via e-mail or the Internet. To sigpp for electronic delivery, please follow the
instructions above to vote using the Internet aviten prompted, indicate that you agree to
receive or access proxy materials electronicalffutare years.

VOTE BY PHONE - 1-800-690-6903

Use any touch-tone telephone to transmit your goitistructions up until 11:59 P.M.
Eastern Time the day before the cut-off date ortmmgelate. Have your proxy card in hand
when you call and then follow the instructions.

VOTE BY MAIL

Mark, sign and date your proxy card and return ihie postage-paid envelope we have
provided or return it to Vote Processing, c/o Bmdge, 51 Mercedes Way, Edgewood, NY
11717.

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK ASFOLLOWS: X
KEEP THIS PORTION FOR YOUR RECORI
DETACH AND RETURN THIS PORTION ONL'
THISPROXY CARD ISVALID ONLY WHEN SIGNED AND DATED.

z0

0000000000

For Withhold For All  To withhold authority to vote for any individual
All All Except nominee(s), mark “For All Except” and write the
The Board of Directorsrecommends you vote number(s) of the nominee(s) on the line below.
FOR the nominee named below:
1. Election of Director
Nominees
01 R. Gordon Dougla
Against
The Board of Directorsrecommendsyou vote FOR proposals 2, 3 and 4. For Abstain
2 To amend the Company’s Amended and Restated Stoektive Plan to, among other things, increasegiggegate number of shares of common *
stock authorized for issuance under the plan b9@BDO share
3 An advisory approval of the compensation of the @any’s named executive officers as described irptbgy statement
4 To ratify the selection by the Audit Committee bétBoard of Directors of Ernst & Young LLP as indagdent auditors of the Company for its fiscal
year ending December 31, 20
NOTE: Such other business as may properly come beforméeting or any adjournment there
Please sign exactly as your name(s) appear(s) mevéloen signing as attorney, executor, administraoother fiduciary, please give full title aschu
Joint owners should each sign personally. All hcddeust sign. If a corporation or partnership, péesign in full corporate or partnership name, by
authorized officer
SHARES
CUSIP #
JOB # SEQUENCE #
Signature [PLEASE SIGN WITHIN BOX Date Signature (Joint Owners) Date




