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FORWARD-LOOKING STATEMENTS

In addition to historical information, this Annugkport on Form 10-K contains forward-looking sta¢ats within the meaning of
Section 27A of the Securities Act of 1933, as aneeindr the Securities Act, and Section 21E of theuBities Exchange Act of 1934, as
amended, or the Exchange Act, including statenteg@rding our business, our financial position,rfmearch and development of
biopharmaceutical products based on our patentefl @ivery technologies, and other statements dldsgrour goals, expectations,
intentions or beliefs. Such statements reflectoourent views and assumptions and are subjecskie &nd uncertainties, particularly those
inherent in the process of developing and commiirig biopharmaceutical products based on ourrgateDNA delivery technologies.
Actual results could differ materially from thosiseclssed in this Annual Report on Form 10-K. Factbat could cause or contribute to such
differences include, but are not limited to, thaentified in Item 1A entitled “Risk Factors” begiimg on page 18 of this report, as well as
those discussed in our other filings with the Siiesrand Exchange Commission, or SEC, including@uarterly Reports on Form 10-Q. As a
result, you are cautioned not to unduly rely orséhforward-looking statements. We disclaim any dotypdate any forward-looking statement
to reflect events or circumstances that occur #dfedate on which such statement is made.
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PART |

ITEM 1. BUSINESS
Overview

We research and develop biopharmaceutical prodhactsd on our patented DNA delivery technologiesHermprevention and treatment
of serious or life-threatening diseases. We beltaedollowing areas of research offer the gregtestntial for neaterm commercialization fc
us and our partners:

. Vaccines for use in hi¢risk populations for infectious disease targetsafhich there are significant needs; ¢
. Vaccines for general pediatric, adolescent andtguydulations for infectious disease applicatic

We currently have three active, independent omeagd, development programs in the area of infestiisease comprised of:

. An ongoing Phase 3 clinical trial of ASP0113 foeyention of cytomegalovirus, or CMV, reactivationsitem cell transplant
recipients and an ongoing Phase 2 clinical trigh&P0113 for prevention of CMV infection in kidnewnsplant recipients, both in
collaboration with Astellas Pharma Inc., or Asts]l

. An ongoing Phase 1/2 clinical trial using our Vactfia ® -formulated therapeutic vaccine for herpesgpém virus type 2, or HSV-2,
a cause of recurrent genital herpes;

. A completed preclinical program, with an allowegastigational new drug application, or IND, using €yMVectin™
prophylactic vaccine formulated with our proprigtéfaxfectin® adjuvant to prevent CMV infection before and dumprggnancy

We have leveraged our patented technologies thrbegsing and collaboration arrangements, suauadicensing arrangements with
Astellas, AnGes MG, Inc., or AnGes, Aqua Health.ldfiCanada, or Aqua Health, an affiliate of Noisa&nimal Health, and Merial Limited,
or Merial, a subsidiary of Sanofi, among other biapnaceutical companies.

In addition, we have licensed complementary teabgiek from leading research institutions and bioplageutical companies. We also
have granted non-exclusive, academic licensesnt®biA delivery technology patent estate to 11 lagdiesearch institutions including
Stanford, Harvard, Yale and the Massachusettguitstdf Technology, or MIT. The non-exclusive aaadelicenses allow university
researchers to use our technology free of changediacational and internal, non-commercial reseptoposes. In exchange, we have the
option to exclusively license from the universitpstential commercial applications arising fromithese of our technology on terms to be
negotiated.

Available Information

We were incorporated in Delaware in 1987. Our AhiReport on Form 10-K, Quarterly Reports on Form@,Current Reports on Fol
8-K, and amendments to these reports filed or filned pursuant to Section 13(a) or 15(d) of the Bmgk Act, are available free of charge on
our website at www.vical.coms soon as reasonably practicable after such seaod amendments are electronically filed withuonished to
the SEC. We also make available copies of our melgases and other financial information aboutruswr website.

Our Core Technology

The key discovery leading to our patented core DidAvery technology was that muscle tissues caa tgkpolynucleotide genetic
material, such as DNA or RNA, directly, without thee of viral components or other
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delivery vehicles or technologies, and subsequenifyress the proteins encoded by the genetic rabteriperiods ranging from weeks to m
than a year. Our approach typically involves ddsigiand constructing closed loops of DNA calledspiads, or pDNAs. These pDNASs conti
a DNA segment encoding the protein of interestyalsas short segments of DNA that control proeipression. Plasmids can be
manufactured using uniform methods of fermentatiod processing. This could result in faster devakeqt and production times than
technologies that require development of produet#jc manufacturing processes.

Since the initial discovery of our DNA delivery tewlogy, our researchers have improved the dedignroplasmids to increase
efficiency of gene expression and immunogenicityaddition, we continue to develop formulationgusdnts, and delivery technologies,
including the use of lipid molecules, syntheticymoérs called poloxamers and other approaches @mneetDNA expression or increase the
immune response to DNA vaccines. We own broad paigihts in the United States and in key foreigrrkags to certain non-viral
polynucleotide delivery technologies. Our patemis patent applications cover, for example, DNAd&ly for immunization and delivery of
therapeutic proteins, specific DNA constructs asmnfulations of gene-based product candidates, rdstfur producing pharmaceutical-grade
DNA, and several families of lipid molecules andittuses in DNA delivery. Benefits of our DNA dediy technologies may include the
following, which may enable us to offer novel tmaant alternatives for diseases that are curreiitylp addressed:

. Broad Applicability. Our DNA delivery technologies may be useful iveleping vaccines for infectious diseases, in whtieh
expressed protein induces an immune response; tierapies for cancer, in which the expressed pragean immune system
stimulant or tumor suppressor; and therapeuticepmatelivery, in which the expressed protein iberapeutic agen

. Convenienct.. Our DNA-based biopharmaceutical product candidates anedateto be administered on an outpatient b

. Safety. Our product candidates contain no infectious comepts that may cause unwanted immune respongegjons, or
malignant and permanent changes in the targeté&s’ genetic makeuy

. Repeat Administratio. Our product candidates contain no infectious comepts that may preclude multiple dosing with @len
product or use in multiple produc

. Ease of Manufacturin. Our product candidates are manufactured usinfgumifermentation and purification procedures;

. Cost-EffectivenessOur DNA delivery technologies may be more co$afve than other approaches. They may also dauser
potential side effects, which may reduce per patieatment cost:

Applications of DNA Technology
Our DNA delivery technology is currently being diamed by us and our partners in two areas of agfidio:

Infectious Diseases

DNA vaccines use portions of the genetic code médithogen to cause the host to produce proteiftsegiathogen that may induce an
immune response. Compared with conventional vasdimat use live, weakened, or killed pathogensadyce an immune response, this
method potentially offers superior safety and edsaanufacturing, as well as convenient storageteamdlling characteristics. DNA vaccines
have the potential to induce potent T-cell respsrgrinst target pathogens as well as trigger ptmauof antibodies. Over the past decade,
many scientific publications have documented tliectizeness of DNA vaccines in contributing to immeuwesponses in dozens of species,
including fish, nonhuman primates and humans. Wieveimportant steps in the validation of DNA vams occurred in 2005 when our
licensee Aqua Health received Canadian approvalaiket its proprietary product, Ap€x -IHN, a DNAceime to protect farm-raised salmon
against infectious hematopoietic necrosis virugH!NV, and again in late 2009, when our licensegiMaeceived approval from the U.S.
Department of Agriculture to sell a therapeutic DM#ccine, ONCEPP , designed to aid in extendingstheival time of dogs with oral
melanoma.



Table of Contents

Vaccines are generally recognized as the mosteaftesttive approach for infectious disease healthddowever, the technical limitations
of conventional vaccine approaches have constralreedevelopment of effective vaccines for mangakes. Development of vaccines based
on conventional methods requires significant irtfragure in research and manufacturing. In addjtiba safety risks associated with certain
conventional vaccine approaches may offset thaeni@l benefits. We believe our potential vacgineducts may be simpler to manufacture
than vaccines made using live viruses or proteliusit approaches, including those involving mamaralavian or insect cell, or egg-based,
culture procedures. In addition, our DNA deliveggtinologies may accelerate certain aspects ofvagroduct development such as
nonclinical evaluation and manufacturing.

In the broader vaccine marketplace, it is importantote a changing dynamic. Traditionally, vacsihave been predominantly focused
on the pediatric market, intended to protect cbitdirom diseases that could cause them serious Aamtay, there is a growing interest in
vaccines against diseases that may affect adolessaed adults, which include both sexually trantaditliseases and infections that strike
opportunistically, such as during pregnancy onmimiunocompromised individuals, including the gerigopulation. We believe our
technologies, because of their potential safetydaelopment timeline advantages, could be ideaiited for this new generation of vaccines.

Veterinary

Prior to their development for human therapy, otWAdelivery technologies were extensively testednimals. Research scientists have
published numerous papers detailing positive resaltnany species and covering a broad range e&sksindications. Animal health
encompasses two distinct market segments: livestwcknimals bred and raised for food or other pobsl and companion animals, or pets.
Through our collaborative partnerships there haantapprovals within each of these market segnfientsccines utilizing our DNA delivery
technology.

Manufacturing Process Development

The bacterial fermentation process typically used¥NA vaccines produces a closed loop of DNA,ahlh plasmid, which must include
DNA sequences required in the manufacturing proggssventional vaccine development and manufaauriethods require prolonged effort
after the emergence of a new pathogen for producti@ven a single dose for testing. Current DNAciee development and manufacturing
processes allow initial production of vaccinessdrlitile as three months after selection of a geggaience associated with a pathogen, but
guantities are limited by the batch-processing ciypaf available manufacturing equipment.

Business Strategy
There are four basic elements to our businessgtrat

Develop Products Independently

We currently focus our resources on the independievelopment of infectious disease vaccines. Tleeten of targets for our
independent development programs is driven by tkegecriteria: the complexity of the product deywigent program, competition, and
commercial opportunities. We intend to retain digant participation in the commercialization ofyaindependently developed proprietary
DNA vaccines and therapeutics that receive reguylapproval, although we may choose to enlist thgpert of partners to accelerate product
development and commercialization.

Vaccines are perceived by government and medicahumities as an efficient and cost-effective meargealthcare. According to the
Centers for Disease Control and Prevention, or CD@&ccines are among the very best protections awe lagainst infectious diseases.” In the
infectious disease area, we are currently focusurgesources on the development of DNA-based mascgainst CMV and HSV-2. We
believe our technologies may lead to the developrmfnovel preventive or therapeutic vaccines fdectious disease targets. DNA vaccines
may help combat diseases for which conventionatimecmethods have been unsuccessful.
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Enhance and Expand Our Technologies

We are actively pursuing the refinement of our pls and formulations, the evaluation of potergighancements to our core
technologies and the exploration of additional D8&livery technologies. We are developing futuredpiad candidates based on these
technologies through nonclinical and clinical tegtio determine their safety and effectiveness alde seek to develop additional applications
for our technologies by testing new approachesgeede control or prevention. These efforts coedd lto further independent product
development or additional licensing opportunitiesaddition, we continually evaluate compatiblehtealogies or products that may be of
potential interest for in-licensing or acquisitidie license intellectual property from companieklimy complementary technologies to
leverage the potential of our own DNA delivery teglogies and to further the discovery of innovativerapies for internal development.

Expand the Applications of Our Technologies throuddtrategic Collaborations

We collaborate with major pharmaceutical and biotetogy companies and government agencies, prayigénaccess to complementary
technologies or greater resources. These collabossare intended to provide us with mutually barief opportunities to expand or advance
our product pipeline and serve significant unmetliced needs. We license our intellectual propestgther companies to leverage our
technologies for applications that may not be appate for our independent product development.

Pursue Contract Manufacturing Opportunities

We selectively pursue contract manufacturing opputies to leverage our infrastructure and expeiitispDNA manufacturing, to
support advancement and application of our teclyiesoby others, and to provide revenues that dantrito our independent research and
development efforts.
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Product Development

We, together with our licensees and collaboratme currently developing a number of DNA-based waand therapeutics for the
prevention or treatment of infectious diseases. bk below summarizes our independent program<arporate and government
collaborations.

Product/Concept Intended Use Development Statust Lead Developer
Independent Program
Therapeutic and prophylactic vaccines for  Prevent and protect against recurring Phase 1/2 Vical
HSV-2 flare-ups, reduce viral shedding and
transmissior
CyMVectin™ prophylactic vaccine for CMV Prevent infection before pregnancy to Preclinical complete Vical

preclude fetal transmissic

Corporate Collaboration:

ASP0113 therapeutic vaccine for CMV Protect against infection after stem cell Phase 3 Astellas
transplant:

ASP0113 therapeutic vaccine for CMV Protect against infection after solid Phase 2 Astellas
organ transplani

ONCEPT® therapeutic cancer vaccine Adjunct treatment to increase survival Marketed in the United

encoding human tyrosinase time of dogs with oral melanoma States Merial

Government Collaboratior

Tetravalent dengue vaccine Prevent dengue disease caused by all #hase 1 Naval Medical
dengue serotype Research Centt

“Preclinical” indicates that a specific product datate in a nonclinical setting has shown functi@wdivity that is relevant to a targeted
medical need, and is advancing toward initial hurclarical testing. “Phase 1” clinical trials aretgally conducted with a small number
of patients or healthy subjects to evaluate safi#termine a safe dosage range, identify sidetsffand, if possible, gain early evidence
of effectiveness. “Phase 2” clinical trials are doated with a larger group of patients to evaledtectiveness of an investigational
product for a defined patient population, and ttedaine common short-term side effects and riske@ated with the product candidate.
“Phase 3" clinical trials involve large scale, nigienter, comparative trials that are conductedh wétients afflicted with a target disease
to evaluate the overall benerisk relationship of the investigational productido provide an adequate basis for product labe

Independent Programs Targeting Infectious Diseases
Herpes Simplex Virus - 2

In December 2013, we initiated a Phase 1/2 trisufVaxfectin® -formulated therapeutic vaccine 8V-2 in approximately 156
subjects. The randomized, double-blind, placebdrotied trial will evaluate safety, tolerability drefficacy in otherwise healthy HSV-2-
infected patients aged 18 to 50 years who haverexped 2 to 9 genital herpes recurrences witheérpifior year. The trial will enroll subjects
at six key U.S. clinical sites. The first part bisttrial comprises a dose escalation éf a / daséd, dose, and a full dose of vaccine in a sma
number of subjects prior to initiating the nextligg dose. All vaccine doses will be administereddéhimes on a 0, 28, and 56 days schedule.

This trial will test the effectiveness of two HS\Waccines that we are developing, VCL-HBO01 and MdM01, by comparing the viral
shedding rate prevaccination (baseline) to thd shiadding rate postvaccination.
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Viral shedding will be measured by daily self-cotkd swabs that will be sampled for detectable PIWNA by PCR assay. In addition to this
primary efficacy endpoint, this trial will also duate several secondary outcome measures, inclgginigal lesion rate change from baseline,
the HSV viral load (or copy nhumbers) from baselmewell as assess the immunological responsegimefrom baseline. This Phase 1/2 trial
is a vital first step to showing proof of concdpattour HSV-2 therapeutic DNA vaccine can favorabipact virologic markers of HSV-2
infection.

About HSV-2

HSV-2 is a member of the herpes virus family antthésleading cause of recurrent genital herpesdwade. Approximately one out of
every six individuals aged 15 to 49 years old woitte is infected by HSV-2. HSV-2 infection alsomificantly increases the risk of acquiring
HIV-1. Each year, HSV-2 infects some 23 million npaople. At least 16% of the population in the BdiStates is infected with HSV-2. Even
higher infection rates are evident in developingrides, with further complications in people aisfected with HIV. HSV-2 infections are
permanent and result in periodic virus sheddingr&hs no approved vaccine for HSV-2. Although\ardl regimens have become a standard
of care in developed countries, we believe thaonvenience and cumulative cost underscore the floesdfe, new approaches to reducing
HSV-2 lesions, shedding, and transmission.

CMV Vaccines

CMV is a ubiquitous herpes virus that can causesgicomplications in two distinct patient popubats: immunocompromised transpli
patients and children who are congenitally infeactadng pregnancy. We and our collaborator areenily developing two CMV vaccines:
ASP0113 (TransVax™) and CyMVectin™. ASP0113 is glesd to serve the first patient population by pnewg CMV reactivation or
infection in transplant recipients. In 2011, weelised the right to develop and commercialize ASB@d Astellas. CyMVectin™ is designec
serve the second, much larger patient populatioprbyenting primary CMV infection during pregnaranyd thereby precluding maternal-fetal
CMV transmission, congenital CMV infection, andateld birth defects. We believe congenital CMV repris a major commercial opportul
and could potentially lead to universal vaccination

CyMVectin™

CMV is the most common congenital infection in theited States and a leading cause of birth deféfc@syoman becomes infected with
CMV for the first time during pregnancy, the masitgions of congenital infection can be very sew@ there are no treatment options
available. CyMVectin™ is designed to prevent CM¥éition prior to pregnancy. We believe this maynuditely reduce birth defects causec
CMV.

CyMVectin™ consists of pDNA that encodes the hur@afv glycoprotein B, or gB, antigen and pDNA thatedes the human CMV
phosphoprotein 65, or pp65, antigen. The produfdrisulated with our proprietary lipid-based adjov&axfectin® . Vaxfectir® has been
shown in clinical and nonclinical studies by us atiters to enhance immune responses, particulatilyagly responses, to expressed
immunogens. A recombinant gB protein-based vacdeeegloped by others, has shown some protectianstgaaternal CMV infection in a
Phase 2 clinical trial, so we believe a vaccinatsgy for CMV prevention can be successful. In @adj prior maternal CMV infection is
associated with a reduction of risk of congenitééction. Nonclinical studies performed in rabfitjnea pig and mouse animal models have
demonstrated the ability to induce high titers Bfgpecific antibodies in animals receiving the d&pmid. Rabbit studies of Vaxfectin
-formulated gB pDNA demonstrated an approximat@yfdld enhancement of gB when compared to gB pDiAhosphate-buffered saline.
Similarly, mouse studies also demonstrated thieddiednefit of Vaxfecti® as an adjuvant. The resfithese and prior published studies
provide support that immune responses can be indog@®DNA vaccination and that formulation with fegtin® enhances those immune
responses. pp65 is a major CMV tegument proteinishemong the most widely recognized CMV antigeyns
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both CD4+ and CD8+ T cells in CMV-seropositive &dbg. Induction of pp65-specific T cells followimgccination may provide an additional
antiviral mechanism that could limit the spreadCdV infection by reducing CMV replication and viralads. A repeat dose safety study in
rabbits with Vaxfectir® -formulated gB and pp65 préds have enabled the allowance of an IND to itg@t@inical evaluation of
CyMVectin™,

About CMV

CMV infects over 50% of adults in the United Stdtgsage 50. Although most healthy people who &fiecbed by CMV after birth are
asymptomatic, CMV can affect certain high-risk grspuincluding immunocompromised individuals andgemitally-infected infants.
Significant mortality and morbidity are observedtfie immunocompromised populations, especially hepuaetic stem cell transplant, or
HCT, and solid organ transplant, or SOT, recipielm$MV-seropositive HCT recipients, the incideredeCMV reactivation in the first 6
months following transplantation is 50-70%, andstheubjects are at increased risk for CMV end-odisease. The incidence of CMV disease
has been reduced to approximately 5% by the upeeeinptive antiviral therapy, but currently avaléantiviral therapies are associated with
drug toxicity, are costly, may lead to drug resiseand provide incomplete efficacy. Late-onset Cidactivation may also occur after this
initial period of heightened susceptibility. Degpiurrent antiviral treatments that reduce thedigrece of CMV disease, CMV-seropositive
HCT recipients are still at increased risk of ollereortality as well as significant morbidities prortalities from acute and chronic graft-versus
host disease, as well as other non-CMV infectiassates.

Currently no vaccine is approved for the preventdb@MYV infection. The only approved treatment @V in HCT patients is
ganciclovir, although other antivirals are usedlafffel, such as valganciclovir, foscarnet, andfaidio. We believe a vaccine that enables the
patient’'s immune system to control CMV infectioneteby reducing the need for antiviral therapy, ldne a valuable therapeutic option for
HCT recipients. The control of CMV in immunocompriged persons is primarily associated with T-celtmted immune responses.

CMV-seropositive HCT and SOT recipients represemtartant populations for the prevention of CMV t@aation and reduction in
antiviral therapy. Approximately 50,000 HCTs and,J®0 SOTs are performed annually throughout thddwt/e believe these populations
represent a significant market potential for oulP@%13 vaccine.

CyMVectin™ was designed to prevent CMV infectioiopto pregnancy. We believe this may ultimatelgiuee birth defects caused by
CMV. In the United States, congenital infection wecin about 1 in 150 liveorn infants and results in permanent disabilifiesluding hearin
loss, mental retardation and vision loss in appnately 5,000 children per year, and approximatéy 8eaths annually. Symptomatic
congenital infections occur about one-third of tiee following a primary maternal infection duripgegnancy. Congenital infection can also
occur in CMV-seropositive women. Prior maternal Chim¥ection is associated with a reduction of thegfrency and severity of congenital
infection. Contact with infected young childrerthe primary source of infection for pregnant womespecially those exposed to children in
daycare environments.

DNA vaccine induction of CMV-specific antibodiesdaim-cell responses may prevent or limit CMV infectionhnomen before and duril
pregnancy, which could impact congenital CMV traission and the incidence of newborns suffering ftbemmorbidities or mortality
inflicted by CMV infections. We believe that thdsea significant market potential for our CyMVedtinvaccine, as there are more than
40 million women of childbearing age (10 to 49 y@an the United States.

Other Infectious Disease Programs

Influenza Programs

In 2005, we applied our DNA delivery technologythe development of a pandemic influenza vaccineédated with our proprietary
adjuvant Vaxfectir® . Our approach was to includeciree components which
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we believed would provide potential cross straiotg@etion, particularly against severe disease amdatity, unlike conventional influenza
vaccines which provide symptomatic relief througtitzodies alone and are unlikely to protect agasestre disease and mortality if the strain
match is not correct.

In 2008, we completed two Phase 1 H5N1 pandemigenta trials. The data demonstrated that a Vaxf@cformulated DNA vaccine
can achieve significant immune responses againstlHmndemic influenza in humans. The data suggdistedhe vaccine was well-tolerated
and achieved potentially protective levels of amiyp responses (H5 hemagglutination inhibition, artlers of at least 40 and at least a four-
fold increase from baseline) in at least 47% antbu§/% of evaluable subjects in the higher H5 dmd®rts in the trials. The data also sho
that in the highest H5 dose cohorts, responsesepdak Day 56 and were sustained in 80% to 100%enfésponders through the end of the
study at Day 182. The vaccines demonstrated clasie-antibody responses against two differentrstrai the trials and also induced T-cell
responses against a matching strain of influenzesvh 75% to 100% of the subjects for at leasnsdnths. No significant safety issues were
observed at any of the doses tested.

In 2011, we completed a Phase 1 clinical trialwf\daxfectin® -formulated DNA vaccine against A/H1dandemic influenza. The
double-blind, placebo-controlled H1N1 influenzasiae Phase 1 trial enrolled approximately 30 hgaditiult volunteers at a single U.S.
clinical site. Subjects were randomized 2:1 in® ¥hccine or placebo arms of the trial. The dagmested that the vaccine was well-tolerated
and that more than half of the subjects in the ggmerated neutralizing antibodies of the typeeexgd to provide protection against the dise

At this time, we do not intend to pursue furthevelepment of our pandemic influenza vaccines witifanding through research grants,
collaborations or otherwise. We believe we carhierroptimize the vaccine dose and formulation, icongafety and immunogenicity in a
larger number of subjects, and leverage the prbobocept for our DNA vaccine platform and Vaxfect adjuvant into additional indications.

Government Collaborations

There is currently one ongoing infectious diseasgiam being conducted by the U.S. government usimgechnology. The Naval
Medical Research Center, or NMRC, has initiatedhase 1 study of a tetravalent (serotypes 1, n@4x dengue DNA vaccine formulated
with Vaxfectin® . The trial began in December 201t & fully enrolled.

In addition to these programs, we have developeerakvaccines targeting other diseases includiatana, anthrax, severe acute
respiratory syndrome, or SARS, West Nile virusWwiXV, and Ebola. We have performed nonclinical wark completed a Phase 1 clinical
trial targeting anthrax. The National InstitutedH#falth, or NIH, has completed Phase 1 clinicaldrusing our vaccines targeting SARS, WNV
and Ebola. Due to the lack of commercial opportesiand government funding, we do not plan on @rrtteveloping these vaccines at this
time.

Adjuvant Development
DNA Vaccines with Vaxfectfh

Vaxfectin® is our proprietary, cationic lipid formatlon optimized to increase the immune responsadoines. Vaxfecti® formulations
have demonstrated safety and adjuvant activityDNA vaccine applications in multiple animal modeéis;luding nonhuman primates. Studies
of Vaxfectin® formulated pDNA vaccines against CMV and measle® lshiown enhanced immunogenicity in rodents anthuman primate
Vaxfectin® -formulated pDNA vaccines have also btssted in approximately 120 healthy human subjexsiving influenza or dengue
vaccines, and collectively, these Phase 1 trigleate favorable safety profiles of these vacciiesther clinical data with Vaxfectih -
formulated HSV-2 vaccines will be gathered during tipcoming Phase 1/2 trial mentioned above. WevseVaxfectin® is an important
potentiator of both antibody and T-cell mediatedniume responses to pDNA vaccines.
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A study has been completed which demonstratedathatasles DNA vaccine formulated with Vaxfeétin uadnt elicited sustained
protective levels of neutralizing antibodies inainf (6—10 week old) nonhuman primates confirmed by corepbebdtection following challent
one year after intradermal vaccination, with naickl signs of disease and no culturable virus aft@llenge. Similar results were found in
juvenile (3—2 year old) nonhuman primates. Both measles studéze conducted in collaboration with Diane E fivi M.D., Ph.D., Alfred
and Jill Sommer Professor and Chair of Moleculaciebiology and Immunology, Johns Hopkins Bloomb8atpool of Public Health, under a
grant from the Bill and Melinda Gates Foundation.

Protein Vaccines with Vaxfectf

Vaxfectin® has also demonstrated increased antibadyT-cell responses as well as dose-sparing @tstas an adjuvant for protein-
based influenza vaccines. Since we published thdtseof our initial testing of Vaxfectid 's adjuvieeffect using a commercially available
vaccine from sanofi, more extensive nonclinicatlsta have been published in collaboration with Beliosciences, or Baxter. The studies
with Baxter’s split, seasonal trivalent inactivatetluenza vaccine, as well as with their wholekgghndemic monovalent H5N1 vaccine,
indicated that substantial improvements in thellewéfunctional antibodies could be readily acleiéweven at very low vaccine doses. We are
using these promising nonclinical study resultieteerage out-licensing opportunities with globateiae manufacturers of influenza as well as
other infectious disease vaccines. Importantlypgportunity to gather clinical data demonstrating adjuvant effect of Vaxfectih with
commercial protein-based vaccines is a focus df sotlaborations. There are a variety of unmet ededmore potent versions of existing
nonadjuvanted human vaccines, including improvéidenza vaccines for the elderly.

Other Vaxfectir® Applications

In 2013, we entered into a nonexclusive licensé Biistol-Myers Squibb Company, or BMS, for ourgraed platform DNA
immunization technology and our Vaxfectin adjuvenmtuse in the production of antibodies. Underdagesement, BMS will use our
technology to generate antibodies with potentiatapeutic uses in humans. We also agreed to prepieefied quantities of our Vaxfectin
adjuvant to BMS from time to time.

Collaboration and Licensing Agreements

We have entered into various arrangements withacatp, academic, and government collaboratorg)dioes, licensees, and others. In
addition to the agreements summarized below, wdwdrongoing discussions with potential collaborgtticensors and licensees.

Out-licensing

AstellasIn July 2011, we entered into license agreemerits Astellas, granting Astellas exclusive, worldwideyalty-bearing licenses
under certain of the Company’s intellectual propéstdevelop and commercialize certain productdaiomg plasmids encoding certain forms
of gB, and/or pp65, including ASP0113 but exclud@yMVectin™. Under the agreements, Astellas is oesfble for the worldwide
development and commercialization of products elitensed field, at its expense, and has agreagde@ommercially reasonable efforts to
develop, obtain regulatory approval for and comiadize at least one licensed product for use itag@immunocompromised patients in the
licensed field in the United States and certaireothajor markets.

In 2013 Astellas initiated two ASP0113 clinicabis including a global Phase 3 registration trfaA8P0113 in approximately 500 HCT
recipients. This 1:1 randomized, double-blind, plam-controlled trial will enroll CMV seropositiveilsjects undergoing HCT procedures.
Randomization will be stratified by donor-recipieatatedness and donor CMV serostatus. The triaus& an adaptive design composed of
two parts.
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The first part will enroll approximately 100 subje@nd the primary endpoint will be overall surVighone year. The second part will enroll
approximately 400 subjects and the primary endpaithbe either survival or a composite endpointliding survival and other variables,
depending on the statistical analysis of resutimfthe first part. Enrollment will continue unintepted through both parts, and the endpoin
the second part will be determined by the time kmemt is complete. Treatment and follow-up forleaabject will continue for one year
following enroliment.

Astellas also initiated a Phase 2 trial of ASPOhl&pproximately 140 solid organ transplant recgifse This global, randomized, double-
blind, placebo-controlled trial is designed to ens the efficacy of ASP0113 compared to placebueasured by the incidence of CMV
viremia in CMV-seronegative subjects receiving dnley from a CMV-seropositive donor. The study wio evaluate the safety of ASP0113
in this patient population. Follow-up for each sdtjwill continue for one year following enroliment

Under the terms of the license agreements, Astpaba nonrefundable upfront license fee of $25illon in 2011. We received an
additional $10.0 million in 2012 upon finalizationthe trial design for a Phase 3 registratiorl 6faASP0113 in HCT recipients. We are also
entitled to receive additional cash payments patytotaling $95.0 million for achievement of ¢ain milestones through commercial launch
and to receive double-digit royalties on net safgsroducts, and we have an option to co-promotP@I3 3 in the United States. Under the
terms of a supply and services agreement entetedbynus and Astellas on the same date, we agoegerform certain development and
regulatory activities, at Astellas’ expense, andupply licensed products to Astellas, at Asteleagiense, for use in development and initial
commercialization activities in the licensed fielduring the years ended December 31, 2013, 2012@bd, we recognized $0.7 million, $1
million and $25.3 million, respectively, in licensevenue and $5.6 million, $5.7 million and $2.7lion, respectively, of revenue related to
contract services delivered.

In August 2012 we amended our license and suppheagents with Astellas to, among other thingseXtend the time period that we are
obligated to supply licensed products for comméncse to Astellas, at Astellas’ expense, (ii) mydife allocation of $95.0 million of
milestone payments among certain milestones threagimercial launch and (iii) modify the structufelee royalties on net sales from a fixed
double-digit royalty to tiered double-digit royais.

Prior to licensing ASP0113 to Astellas, we complesemulticenter Phase 2 trial in 94 CMV-seropositdCT recipients (14 donor-
recipient pairs and 80 recipient-only subjects)d@mized 1:1 for vaccine or placebo. Subjects étalere 18-65 years old, CMV-
seropositive, and diagnosed with selected leukeoribigmphomas. Enroliment in the trial was compdieite November 2008 and a 1-year
follow up was completed in November 2009. In 2048,released 12 month post-transplant data, andeshtvat significant reductions were
achieved for key viral reactivation metrics. Theali study results were publishedTihe Lancet Infectious Diseaseslanuary 2012.

In 2005, the Office of Orphan Products Developnwdrihe U.S. Food and Drug Administration, or FD&stjnated ASP0113 as an
orphan drug for the prevention of clinically sigo#nt CMV viremia, CMV disease and associated carapbns in at-risk transplant
populations. Orphan drug designation provides et benefits for qualifying expenses and camltés extended marketing exclusivity.

We initially developed ASP0113 as a pathway toldistta a CMV vaccine proof of concept in a relativeinall patient population. We
decided to specifically target patients who wergcsptible to CMV reactivation in HCT patients. Téiere we designed a vaccine that would
primarily induce a cellular immune response. ASRikla plasmid DNA vaccine that induces bothell-and antibody responses by expres
two antigens: pp65 and gB. The tegument proteii5pfs a major antigen recognized by T cells in GM¥écted individuals. The gB protein
a major surface antigen of CMV and a primary tagjeteutralizing antibodies. The gB protein is adsmajor CMV antigen recognized by b
CD4+and CD8 T cells in CMV-seropositive subjectaluction of gB-specific T cells following DNA vacwtion may provide an additional
antiviral mechanism that
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could act to reduce CMV replication and viral loati®rtly after infection. The vaccine is also fotatad with poloxamer CRL1005, which has
been shown in nonclinical studies by us and otteeenhance gene expression and immune responses.

As of December 31, 2013, the aggregate potentiaistoine payments that we were eligible to recenaeun each of our out-license
agreements with Astellas was equal to approxim&i@8:0 million. We are also eligible to receivequital milestone payments under
collaboration agreements with Merck and Sanofivieeitconsider those agreements to be inactive sitithe. These amounts assume that alll
remaining milestones associated with the milesfzayements are met. Although we believe that sonteemilestones contained in these out-
license agreements may be achieved, it is highlikely that a significant number of them will beteeved. Because the milestones are highly
contingent and we have limited control over whetherdevelopment and regulatory milestones wilabeieved, we are not in a position to
reasonably estimate how much, if any, of the paaéntilestone payments will ultimately be receivedwhen. Additionally, under these out-
license agreements, many of the milestone eveateetated to progress in clinical trials which wike several years to achieve.

We are also eligible to receive royalty paymentdarrour outicense agreements based on net sales of any psoghich incorporate tt
out-licensed technology. The royalties in our aceihse agreements with Astellas are based on pgagenof net sales in the double-digit
range. Our receipt of any royalty payments underaht-license agreements is contingent upon teediee successfully developing and
commercializing products incorporating the licensszhnology, and we have limited control over acensees’ efforts in this regard.
Consequently, we are not in a position to reasgnedtimate when or to what extent we will receing eoyalty payments under our out-license
agreements.

AnGesln 2005, we granted an exclusive worldwide licettsAnGes for use of our core DNA delivery technglag the development
and commercialization of DNA-based products enagdliepatocyte growth factor, or HGF, for cardiovdacapplications. HGF is a human
protein that promotes angiogenesis. AnGes is dpiredcCollategen@ , a DNA-based delivery of HGFifalications related to PAD, a severe
condition caused by blockage of blood vessels fegtlie foot and lower leg.

AnGes has obtained a Special protocol assessnoenttfre FDA for a Phase 3 clinical trial of Collateg® for patients with Critical limb
ischemia, but has not yet commenced the studyekeBbber 2013, the last of the patents we licers@sGes expired, and as a result the
license agreement expired in accordance with itage

Aqua Healthln 2003, we granted a non-exclusive license to Aldaalth for use in Canada of our core DNA deliviemghnology in a
vaccine against a disease that affects both willdfamnm-raised fish. In 2005, Aqua Health receivetlfitation of approval from the Canadian
Food Inspection Agency to sell its proprietary prot Apex® -IHN, a DNA vaccine to protect farm-raissalmon against IHNV. We believe
this approval was an important step in the valaatf our DNA delivery technology. Our license witlqua Health expired in 2013. As such,
no further royalties will be paid to us on salefp&x® -IHN.

Merial . In 2004, we granted an exclusive license to Mdaalise of our core DNA delivery technology in ar@ipeutic vaccine designed
to aid in extending survival time of dogs with onaélanoma. Under the agreement, Merial is resptn®b research and development
activities. In March 2009, Merial received approfram the USDA to market the DNA vaccine, now cdl@NCEPT® . Merial pays royalties
to us on sales of the vaccine.
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Academic CollaboratorsWe also have granted non-exclusive, academindiegto our DNA delivery technology patent estatélt
leading research institutions including Stanfordntrd, Yale and MIT. The academic licenses aeniéd to encourage widespread
commercial use of our innovative DNA delivery teolugies in the development of new antibodies, veexi therapeutic proteins, and
diagnostics. The academic licenses allow universisgarchers to use our technology free of chamgeducational and internal,
non-commercial research purposes. In exchange awe the option to exclusively license from the ensities potential commercial
applications stemming from their use of the techgglon terms to be negotiated.

In-licensing

CytRx. In 2001, we entered into an exclusive agreeméht@ytRx Corporation, or CytRx, which grants ugits to use or sublicense
CytRx’s poloxamer technology to enhance viral on«wal delivery of polynucleotides in all unexcludpteventive and therapeutic human
animal health applications, including CMV. In adilit, the agreement permits our use of CytRx’s tetdgy to enhance the delivery of
proteins in prime-boost vaccine applications thablve the use of polynucleotides. As part of tgeeament, we made a $3.8 million up-front
payment and agreed to make potential future mitestnd royalty payments. As of December 31, 20E3had paid CytRx $5.1 million under
the agreement.

The agreement with CytRx expires upon the expinatibour royalty obligations, unless earlier terated as set forth in the agreement.
Each party may terminate the agreement early up@ibankruptcy or insolvency of, or the materialloteof the agreement by, the other party
upon prior written notice to the other party. Sabj® certain conditions, we may terminate the agrent early upon prior written notice to
CytRx.

City of Hope. In 2003, we licensed from the City of Hope oreanlusive basis various U.S. patents that providéeption for CMV-
related polynucleotide based vaccines, includiran$¥ax™ and CyMVectifiM vaccine candidates. The ageeeexpires upon the last to
expire of the patent rights licensed by us underaireement, unless earlier terminated as setifottte agreement. The City of Hope may
terminate the agreement early, in accordance vaititce provisions set forth in the agreement, ifogase to operate, fail to make payments
when due or materially breach the agreement. Sutgexertain conditions, we may terminate the ageg early at any time upon prior writt
notice to the City of Hope. We are also obligate@ay a low double-digit percentage of any paymesgtseceive from the sub-license of
products that incorporate the licensed technoldgyof December 31, 2013, we had paid the City gb&i$5.4 million under the agreement.

Wisconsin Alumni Research Foundatiddnder a 1989 research agreement, scientiste afriiversity of Wisconsin, Madison, and our
scientists co-invented a core technology relatadttamuscular DNA administration. In 1991, we hsed from the Wisconsin Alumni
Research Foundation, or WARF, its interest in teahnology. Pursuant to the license agreementtveWWARF, we paid the WARF an initial
license fee and agreed to pay the WARF up to 10%&uéin initial upfront monetary payments and albmercentage of some royalty
payments received from third parties under subfieeagreements. As of December 31, 2013, we hadlmaM/ARF an aggregate of $3.0
million under this agreement. The agreement exgineg we have fulfilled our royalty obligations téender, unless earlier terminated as set
forth in the agreement. The WARF may terminate digissement early, in accordance with notice prowsiset forth in the agreement, if we
to make payments when due, materially breach theeagent or commit any act of bankruptcy or becamselvent. Subject to certain
conditions, we may terminate the agreement eadygttime upon prior written notice to the WARF.

As of December 31, 2013, the aggregate potentiaistoine payments that we could be obligated toupaler our in-license agreements
with City of Hope, CytRx, and the WARF was equabfiproximately $4.4 million, $3.3 million and $Ingllion, respectively. These amounts
assume that all remaining milestones associatddthét milestone payments are met. Although we belibat some of the milestones
contained in the in-license agreements may be @aethjet is highly unlikely that a significant numbaf them will be achieved. Because the
milestones are highly contingent and we have lich@tentrol over whether the regulatory
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milestones will be achieved, we are not in a positd reasonably estimate how much, if any, ofpibiential milestone payments will
ultimately be paid, or when. Additionally, undee#e in-license agreements, many of the milestoarts\are related to progress in clinical
trials which will take several years to achieve.

Under these in-license agreements, we may alsblizgted to pay royalties based on net sales ofpaoglucts which incorporate the in-
licensed technology. In each of ourlicense agreements with the City of Hope, CytRx] e WARF, these royalties are based on perces
of net sales in the single digit range. We may alsobligated to make payments under our in-licagseements with the City of Hope and the
WARF based on amounts we receive from sub-licensfessy. Our obligations to pay any royalty payrtseeander our in-license agreements
are contingent upon the successful developmentaminercialization of products incorporating thdigensed technology. Before any
products incorporating the in-licensed technologyroe sold, such products must be approved bydd.®reign regulatory authorities, which
will require a substantial amount of additionaleash and development. Even if such product catelicere advanced through clinical trials,
the results of such trials may not support apprbyahe FDA or comparable foreign agencies. Consetly, we are not in a position to
reasonably estimate when or to what extent weheilbbligated to pay any royalties under our indggagreements.

Contract Manufacturing

In 2008, we entered into a contract with the NMRQ@anufacture a dengue DNA vaccine formulated withVaxfectin® adjuvant. We
manufactured the vaccine and the adjuvant undér3illion contract, and provided regulatory afidical expertise. The dengue vaccine
delivered to the NMRC in 2009. The NMRC is currgrmbnducting a Phase 1 clinical trial using theciae. While we do not have any
ongoing rights to the NMRC'’s dengue DNA vaccin& #accine does incorporate our patented Vaxféctdjuvant. Therefore any
commercialization of the vaccine would requirecatise to these patents.

Intellectual Property

Patents and other proprietary rights are essdot@lir business. We file patent applications tdgmbour technologies, inventions, and
improvements to our inventions that we considerdrtgnt to the development of our business. We belee have a comprehensive patent
portfolio in the United States and in key foreigarkets. We also rely upon trade secrets, know-ltowtinuing technological innovations and
licensing opportunities to develop and maintain @ampetitive position.

Our patents and patent applications cover, for gt@nDNA delivery for immunization and delivery tiferapeutic proteins, specific DI
constructs and formulations of gene-based produudidates, methods for producing pharmaceuticalegl2NA, and several families of lipid
molecules and their uses in DNA delivery, as déscrimore fully below:

. Core DNA Delivery Technologywe and the WARF co-own rights to issued U.S. iateovering our core DNA delivery
technology, including patents on methods of adrenisg DNA sequences for the purposes of expresghieigpeutic proteins or for
inducing immune responses and the administratiddNA sequences into blood vessels and the heat9di, the WARF
exclusively licensed its rights in the core DNAidety technology to us. The remaining patents is tamily expire by
December 30, 2014. We have supplemented theséddbhepatents with patents covering specific prodamplications

. Lipid Technologie. We are the sole assignee of issued U.S. patemesing numerous examples of cationic lipid commtsuthat
are used to facilitate delivery of gene therapiesame tissues. Our HSV-2 therapeutic vaccine daeli our Vaxfecti® adjuvant,
as well as our CyMVectin™ prophylactic vaccine adate are protected in-part by lipid technology/antipid compound patents
that extend up to March 24, 2020. Patent proteafdhese key lipids also has been obtained in fgir€anada and Japan. Under
the Hatcl-Waxman Act, a U.S. patent term extension for up y@ars may be available under certain conditi
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Specific DNA ProductsWe have supplemented the broad patent coverageiloked above with patents covering specific produc
applications of our technologies. To date, we haeeived patents in the United States and Europmkhave patents pending in
Canada and Japan, relating to codon-optimized polgotide-based vaccines against human CMV infeclitie issued patents
expire between December 19, 2023, and May 12, Zl&se patents further protect both our ASP01 L& ffsaitic vaccine
candidate for CMV as well as our CyMVectin™ progmstic vaccine candidate for CMV. Protection for therapeutic vaccine
candidate for HSV-2 is further augmented by andddu.S. patent and foreign counterparts pendidgustralia, Canada, Europe
and Japan, all of which will expire on July 20, 20Zhese patents are co-owned with the Univergitiashington. Under the
Hatct-Waxman Act, a U.S. patent term extension for up years may be available under certain conditi

DNA Process Technologi. As a result of our pioneering efforts to devettgsmid DNA-based products, we have also developec
manufacturing processes for producing pharmacdigieale DNA. To date, we are the exclusive assigrigmtents issued in the
U.S. and granted in Japan and Europe coveringussteps involved in the process of economicaligpcing pure plasmids for
pharmaceutical use. This provides a further le¥@rotection to each of our ongoing programs. Rateuithin this category expire
between February 1, 2014 and November 24, 2023etthé Hatch-Waxman Act, a patent term extensiomifoto 5 years may be
available under certain conditior

During 2013, we were issued two U.S. patents, twmfean patents, two Canadian patents and a Jappatest related to our core D!
delivery technology, enhancements of that technglagd applications of that technology:

U.S. Patent No. 8,415,317, covering the adjuvantpmsition and methods for enhancing immune respgotaspolynucleotidéraset
vaccines which expires March 24, 20:

U.S. Patent No. 8,435,557, covering a method fodpeing sterile polynucleotide-based medicamenistwéxpires December 2,
2023;

European Patent No. 2184067, covering the compasitnd methods for a DNA vaccine for severe aagpiratory syndrome
which expires February 2, 203

European Patent No. 2311848, covering codon-opgithiolynucleotide-based vaccines against human @it@¢tion which
expires December 19, 20z

Canadian Patent No. 2,509,337, covering a proocegaufification of plasmid DNA which expires Noveert?4, 2023

Canadian Patent No. 2,526,128, covering compositithmethods of use for a severe acute respirayoigrome DNA vaccine
which expires May 17, 2024; al

Japanese Patent No. 5331340, covering compositibmethods of use for a DNA influenza virus vaccirféch expires May 18,
2025.

As of December 31, 2013, we were the assignee-assignee of 62 issued U.S. and foreign patentsm@iatain our issued patents by
paying maintenance fees to the patent office il €acintry when due. Where appropriate, we partieipalegal proceedings to vigorously
defend against the revocation or withdrawal of matents. The scope and nature of these proceegémgsally differ depending on the country
in which they are initiated.

As of December 31, 2013, we were also prosecuthpgediding patent applications in the United Statesin foreign countries that cover
various aspects of our proprietary technologiesjmaiuding patent applications for which we arecseassignee and that are being prosecutt
our partners.
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See “ltem 3—Legal Proceedings,” for a discussiopaiént-related disputes, oppositions, and progetstatus. See also “Risk Factors—
Our patents and proprietary rights may not prouslevith any benefit and the patents of others ntayemt us from commercializing our
products,” and “The legal proceedings to obtain defénd patents, and litigation of third-party wiaiof intellectual property infringement,
could require us to spend money and could impailoperations.”

Commercialization and Manufacturing

Because of the broad potential applications oftecinnologies, we intend to develop and commer&alionducts both on our own and
through our collaborators and licensees. We interdkvelop and commercialize products in well-dedispecialty markets, including
infectious diseases. Where appropriate, we intemdly on strategic marketing and distributionaaities.

We believe our plasmids can be produced in commlegciantities through uniform methods of fermewtatind processing that are
applicable to all plasmids. In addition, our formitibns consist of components that are synthesizethically using traditional, readily scalable
organic synthesis procedures.

We produce and supply our own plasmids for allwufr@search needs and clinical trials and interréduce sufficient supplies for all
foreseeable clinical investigations. Our faciligceived a California Food and Drug Branch manufaaufacility license and began production
in 2004. We also engage in contract manufacturfasmid investigational products for selecte@mis.

Competition

We are aware of several development-stage andisk&dbenterprises, including major pharmaceutcal biotechnology firms, which
are actively engaged in infectious disease vaaeisearch and development. These include SanofiaftieyGlaxoSmithKline plc,
Medimmune, Inc., a wholly owned subsidiary of AZegaeca, Merck and Pfizer Inc., among others. We afsy experience competition from
companies that have acquired or may acquire teobied from companies, universities and other rebeastitutions. These companies may
develop proprietary technologies which may matkriahd adversely affect our business.

In addition, a number of companies are developioglycts to address the same diseases that wergeértg. For example, Roche,
Sanofi, AiCuris GmbH & Co. KG in conjunction withévick, Chimerix, Inc., and others have productsemetbpment programs for CMV
treatment and prevention. GlaxoSmithKline plc., Gea Biosciences, Inc., Agenus, Inc. and others pavducts or development programs
HSV-2 treatment. If these or any other companie®id@ products with efficacy or safety profilesrsficantly better than our products, we
may not be able to commercialize our products,satels of any of our commercialized products coeldhvérmed.

Some of our competitors and potential competit@rgehsubstantially greater product development dhfiedand financial, scientific,
marketing and human resources than we do. Comgeetitay develop products earlier, obtain FDA appiof@ products more rapidly, or
develop products that are more effective than thwsker development by us. We will seek to expandechnological capabilities to remain
competitive, however, research and developmentlgre may render our technologies or products ebsalr noncompetitive, or result in
treatments or cures superior to ours.

Our competitive position will be affected by theefise indications addressed by our product caedidat those of our competitors, the
timing of market introduction for these productsldhne stage of development of other technologiegitiress these disease indications. For us
and our competitors, proprietary technologies atitity to complete clinical trials on a timely imsind with the desired results, and the ability
to obtain timely regulatory approvals to marketsta@roduct candidates are likely to be significamhpetitive factors. Other important
competitive factors will include the efficacy, safeease of use, reliability, availability and griof products and the ability to fund operations
during the period between technological conceptioth commercial sales.
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The FDA and other regulatory agencies may expaneicurequirements for public disclosure of DNA-baproduct development data,
which may harm our competitive position with foreignd U.S. companies developing DNA-based prodactsimilar indications.

Government Regulation

Any products we develop will require regulatoryasi@nces prior to clinical trials and additionaluksgory approvals prior to
commercialization. New gene-based products forimaoor therapeutic applications are subject toresite regulation by the FDA and
comparable agencies in other countries. The preegdatory requirements with which we will havecamply are uncertain at this time due to
the novelty of the gene-based products and indiegtior uses, that are currently under developn@ntpotential products will be regulated
either as biological products or as drugs. In thééd States, drugs are subject to regulation utideFederal Food, Drug and Cosmetic Act, o
the FDC Act. Biological products, in addition toithg subject to provisions of the FDC Act, are reged in the United States under the Public
Health Service Act. Both statutes and related eg@ris govern, among other things, testing, marnufeng, safety, efficacy, labeling, storage,
record keeping, advertising, and other promotigmacttices.

Obtaining FDA approval is a costly and time-consugprocess. Generally, FDA approval requires thatlical studies be conducted
in the laboratory and in animal model systems 1o geeliminary information on efficacy and to idéntany major safety concerns. The results
of these studies are submitted as a part of anviNidh the FDA must review and allow before humanicél trials can start. The IND includ
a detailed description of the proposed clinicakstigations.

A company must submit an IND for each proposed peodnd must conduct clinical studies to demonstitae safety and efficacy of the
product necessary to obtain FDA approval. The FB&eives reports on the progress of each phasenafatltesting and may require the
modification, suspension, or termination of cliditiéals if an unwarranted risk is presented taguas.

To obtain FDA approval prior to marketing a pharewéecal product in the United States typically riegs several phases of clinical trials
to demonstrate the safety and efficacy of the prbdandidate. Clinical trials are the means by Wieikperimental treatments are tested in
humans, and are conducted following preclinicdirngs Clinical trials may be conducted within thaitéd States or in foreign countries. If
clinical trials are conducted in foreign countriise products under development as well as this i@ subject to regulations of the FDA
and/or its counterparts in the other countries.rUpaccessful completion of clinical trials, apprioiamarket the treatment for a particular
patient population may be requested from the FDkh@United States and/or its counterparts in atbentries.

Clinical trials for therapeutic products are noripdone in three phases. Phase 1 clinical triadsygically conducted with a small
number of patients or healthy subjects to evalsatety, determine a safe dosage range, identiéyefiidcts, and, if possible, gain early
evidence of effectiveness. Phase 2 clinical taa¢ésconducted with a larger group of patients &lwate effectiveness of an investigational
product for a defined patient population, and ttedaine common short-term side effects and risks@ated with the drug. Phase 3 clinical
trials involve large scale, multi-center, comparmatirials that are conducted to evaluate the olviealefitrisk relationship of the investigatior
product and to provide an adequate basis for ptddhbeling. In some special cases where the effitesting of a product may present a spe
challenge to testing in humans, such as in the eaevaccine to protect healthy humans from atlifeatening disease that is not a naturally
occurring threat, effectiveness testing may beiredun animals.

After completion of clinical trials of a new produ&DA marketing approval must be obtained. If pneduct is regulated as a biologic, a
Biologics License Application, or BLA, is requirelithe product is classified as a new drug, an NBAequired. The NDA or BLA must
include results of product development activitiggclinical studies, and clinical trials in additito detailed chemistry, manufacturing and
control information.
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Applications submitted to the FDA are subject taiapredictable and potentially prolonged approvatpss. Despite good-faith
communication and collaboration between the appliaad the FDA during the development processFib& may ultimately decide, upon
final review of the data, that the application doessatisfy its criteria for approval or requisedditional product development or further
preclinical or clinical studies. Even if FDA regtday clearances are obtained, a marketed prodscthfect to continual review, and later
discovery of previously unknown problems or failtwecomply with the applicable regulatory requirertsemay result in restrictions on the
marketing of a product or withdrawal of the prodfrom the market as well as possible civil or crialisanctions.

Before marketing clearance for a product can barseg the facility in which the product is manufaed must be inspected by the FDA
and must comply with the FDA&’current Good Manufacturing Practices, or cGMBulaions. In addition, after marketing cleararesecurec
the manufacturing facility must be inspected pedallly for cGMP compliance by FDA inspectors, aifdhe facility is located in California,
by inspectors from the Food and Drug Branch ofGhéfornia Department of Health Services.

In addition to the FDA requirements, the NIH hamkkshed guidelines for research involving humeanagic materials, including
recombinant DNA molecules. The FDA cooperates enghforcement of these guidelines, which applylltteaombinant DNA research that is
conducted at facilities supported by the NIH, imihg proposals to conduct clinical research invdvijene therapies. The NIH review of
clinical trial proposals and safety informatioraipublic process and often involves review and apgrby the Recombinant DNA Advisory
Committee of the NIH.

Sponsors of clinical trials are required to regiséad report results for, all controlled, clinicavestigations, other than Phase 1
investigations, of a product subject to FDA regolat Trial registration may require public discloswf confidential commercial development
data resulting in the loss of competitive secnatsch could be commercially detrimental.

We also are subject to various federal, state acal laws, regulations, and recommendations rejdtrsafe working conditions,
laboratory and manufacturing practices, the expemtiad use of animals, and the use and disposaz&rtious or potentially hazardous
substances, including radioactive compounds aratiitus disease agents, used in connection withesearch. The extent of government
regulation that might result from any future legtsdn or administrative action cannot be accurgteddicted.

Employees

As of December 31, 2013, we had 67 full-time empksy; including 6 with doctorate degrees. Of thadime employees, 49 were
engaged in, or directly supporting, research amgldpment and manufacturing activities, and 18 vireigeneral and administrative positions.
A significant number of our management and othepleyees have prior experience with pharmaceuticdia biotechnology companies.
None of our employees is covered by collective amigg agreements, and our management considet®red with our employees to be go

Executive Officers of the Registrant
Our executive officers and other executives af®lkmns:

Name ? Position

Vijay B. Samant 61 President, Chief Executive Officer and Direc
Igor P. Bilinsky, Ph.D 41  Senior Vice President, Corporate Developn
Mammen P. Mammen, Jr., M.| 50 Vice President, Clinical Vaccine

Anthony A. Ramo: 47  Vice President Finance, Chief Accounting Offi
Larry R. Smith, Ph.D 53  Vice President, Vaccine Resea

Y As of December 31, 201
Executive officer
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Vijay B. Samanjpined us as President and Chief Executive Offieédovember 2000. Previously, he held various parsst at Merck
from 1977 to 2000. From 1998 to 2000, he was Objedrating Officer of the Merck Vaccine Division.dfn 1990 to 1998, he served in the
Merck Manufacturing Division as Vice President aic¢ine Operations, Vice President of Business Affand Executive Director of Materials
Management. From 1977 to 1990, Mr. Samant heldiatyaf positions of increasing responsibilityrmanufacturing, process engineering,
production planning and control, business develagraad loss prevention in several Merck operatingsihns. Mr. Samant holds a bachelor’s
degree in chemical engineering from the UniversftBombay, India, an M.S. degree in chemical engjimg from Columbia University and
S.M. degree from the Sloan School of Managemektidat Mr. Samant became a member of the board @fottirs of Raptor Pharmaceutical
Corporation in 2011. Mr. Samant has been a menfitbedBoard of Trustees for the National Foundafmmnfectious Diseases and the
International Vaccine Institute in Seoul, South &osince 2008. Mr. Samant was also a Directoref#ras Global TB Vaccine Foundation
from 2001 to 2010.

Igor P. Bilinsky, Ph.D, joined us as Senior Vice President, Corporatesia@ment in October 2010. Prior to joining us, Bitinsky was
Vice President, Business Development and Speciat&dpns at Halozyme Therapeutics, Inc. since Jg2@08, after joining the company in
2007 as Executive Director, Corporate Developmadt3pecial Operations. From 2005 to 2007, Dr. BKinwas Chief Executive Officer of
Androclus Therapeutics, Inc., a privately-held bahtnology company developing novel therapeuticafdoimmune and inflammatory
diseases. He joined Androclus in 2004 as Chief &tjyey Officer. From 1999 to 2004, Dr. Bilinsky sedvin positions of increasing
responsibility as a management consultant, prégacter and ultimately as principal in the healtegamnactice of the Boston Consulting Group,
where he advised companies in the biotechnologgrpaceutical and life science industries on busisasitegy, operational performance and
mergers and acquisitions. Prior to joining the BasConsulting Group, Dr. Bilinsky also worked irsearch positions at Symyx Technologies,
Inc. and the MIT Lincoln Laboratory. Dr. Bilinskgceived his B.S. degree in physics from the Moskwtitute of Physics and Technology
and his Ph.D. degree in physics from MIT.

Mammen P. Mammen, Jr., M.[pjned us as Vice President, Clinical VaccinedNovember 2012. Prior to joining us, he served as
Infectious Disease Consultant and Chief, Pandendciig Team, U.S. Department of Defense, Fort BletMaryland. From 2006 to 2010,
served as the Army’s Product Manager for vaccinesdvanced Development against dengue, hepatigsmé&HIV viruses for the U.S. Army
Medical Research and Materiel Command, Fort Detit&ryland. As Chief, Department of Virology, themded Forces Research Institute of
Medical Sciences, Thailand, from 2001 to 2006,Mammen managed a number of the Army’s FDA-regulatettine studies. Dr. Mammen
received his M.D. degree from the PennsylvaniaeSthtiversity College of Medicine and is Board-déd in Infectious Diseases. He has beel
elected as Fellow by the Infectious Disease SodEfymerica and the American College of Physiciaths.received his Internal Medicine and
Infectious Disease clinical training from the WalReed Army Medical Center. He earned a B.A. degremathematics from Williams
College. Dr. Mammen has authored or co-authoredynB@ scientific publications spanning multiple eming and re-emerging infectious
diseases.

Anthony A. Ramgsined us as Corporate Controller in February 2808 was named Chief Accounting Officer in July 20418d Vice
President of Finance in December 2013. From Jaril@99 until joining Vical, Mr. Ramos held varioussitions at Copper Mountain
Networks, Inc., a publicly held network communiocas company, most recently as Vice President adrieia with broad responsibilities
finance, accounting, treasury, risk managementcangorate governance. From April 1996 until joinidgpper Mountain Networks,

Mr. Ramos was Accounting Manager at Viasat, Inpuhlicly held digital communications company, wéée held accounting and financial
reporting responsibilities. From January 1990 yatiling Viasat, Mr. Ramos served as an audit managPricewaterhouseCoopers LLP,

where his clients included life sciences, compsatdtware and telecommunications companies as webaernment contractors. Mr. Ramos
received his bachelor’s degree in business adrmatiish and accounting from San Diego State Uniteesid is a Certified Public Accountant.

Larry R. Smith, Ph.D, joined us as Executive Director, Vaccinology ap&mber 2003, and was named Vice President, Vaccin
Research in October 2006. Prior to joining Vical, ®mith was Director of Viral
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Vaccines Research at Wyeth Vaccines, where he awetse immunogenicity testing of various viral viaes including a number of
recombinant viral vectors. Prior to joining Wyeth1i996, Dr. Smith was a Scientific Investigatolmatmune Response, where he identified
autoreactive Teell targets in psoriasis and multiple sclerosiscivited to the clinical testing of several therdpeuaccine candidates. Dr. Sm
received a B.S. degree in biology from Purdue Ursiteg, a Ph.D. in microbiology and immunology frahe University of Texas Medical
Branch, and was a postdoctoral fellow in the Immogyp Department at Scripps Clinic and Research Hation.

ITEM 1A. RISK FACTORS

You should consider carefully the risks describebbly, together with all of the other informatiortinded in this Annual Report on Form
10-K, and in our other filings with the SEC, befdeciding whether to invest in or continue to holdt common stock. The risks described
below are all material risks currently known, exjeelcor reasonably foreseeable by us. If any ofethis&s actually occur, our business,
financial condition, results of operations or céelw could be seriously harmed. This could caugetthding price of our common stock to
decline, resulting in a loss of all or part of yaowestment.

None of our independently developed product candégahas been approved for sale, and we have adichitumber of independently
developed product candidates in clinical trials.Wfe do not develop commercially successful produats may be forced to curtail or cease
operations.

All of our independently developed product candidadre either in research or development. We namsturt a substantial amount of
additional research and development before any &.freign regulatory authority will approve anfyaur product candidates. Limited data
exist regarding the efficacy of DNA vaccines orrtipeutics compared with conventional vaccines erajpeutics. Results of our research and
development activities may indicate that our pradwandidates are unsafe or ineffective. In thieca® may stop development and regulatory
authorities will not approve them. For example2@13 we ceased development of Alloveétin , an itigasonal intratumoral cancer
immunotherapy, following negative results from @& 3 trial.

We have an allowed IND for our CyMVectin™ vaccirendidate. However, we may not conduct Phase 1 Cydiv@' vaccine trials,
and future trials, if any, may not demonstrateisigffit efficacy to support further product develagrh Because we have a limited number of
independent clinical-stage product candidatesgiewperience a significant delay, set-back or failn the development of any of our product
candidates, it could have a material adverse impactur business prospects.

Additionally, we are in early stages of developmeith other product candidates. These product cateds will require significant costs
to advance through the development stages. If ptatuct candidates are advanced through clini@étrthe results of such trials may not
support approval by the FDA or comparable foreigareies. Even if approved, our products may natdmemercially successful, particularly
if they do not gain market acceptance among physsgipatients, healthcare payers and relevant aladimmunities. If we fail to develop and
commercialize our products, we may be forced téadusr cease operations.

We are dependent on our license agreements wittreles to further develop and commercialize ASP0O1Te failure to maintain
these agreements, or the failure of Astellas tofpem its obligations under these agreements, conkbatively impact our business.

Pursuant to the terms of our license agreementsAugtellas, we granted to Astellas exclusive wortteawrights to develop and
commercialize certain products, including ASP0O1B8dxcluding CyMVectin™, for the control and pretien of CMV infection in
immunocompromised patients, including transplaaipients and transplant donors, and pursuant teetimes of our supply and services
agreement with Astellas, we are obligated to perfoertain development activities and supply Assalléth its product requirements for
development and initial commercialization actisti€onsequently, our ability to generate any reesritom ASP0113 depends
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on Astellas’ ability to develop, obtain regulat@gprovals for and successfully commercialize ASBO¥e have limited control over the
amount and timing of resources that Astellas wélflidate to these efforts.

We are subject to a number of other risks assatiaith our dependence on our license agreemenitsAsitellas, including:

Astellas may not comply with applicable regulatgoidelines with respect to developing or commeiziad) ASP0113, which cou
adversely impact sales or future development of N3B;

We and Astellas could disagree as to future devedop plans and Astellas may delay, fail to commencsiop future clinical trials
or other developmen

There may be disputes between us and Astellasidimg disagreements regarding the license agresntéat may result in (1) the
delay of or failure to achieve developmental, raguly and commercial objectives that would resulnilestone or royalty
payments, (2) the delay or termination of any fetdevelopment or commercialization of ASP0113, an¢B) costly litigation or
arbitration that diverts our managen’s attention and resource

Astellas may not provide us with timely and acceiiatormation regarding development, sales and etiuty activities or supply
forecasts, which could adversely impact our abititgomply with our service and supply obligatida#stellas and manage our
own inventory of ASP0113, as well as our abilitygenerate accurate financial foreca

Business combinations or significant changes irelest’ business strategy may adversely affect festehbility or willingness to
perform its obligations under our license agreesie

Astellas may not properly defend our intellectualerty rights, or may use our proprietary inforimatin such a way as to invite
litigation that could jeopardize or invalidate antellectual property rights or expose us to patéitigation;

The royalties we are eligible to receive from Alstelmay be reduced based upon Astellas’ and olityaoi maintain or defend our
intellectual property rights and the presence ofegie competitors

Limitations on our or an acquiror’s ability to medm or pursue development or commercializatioproflucts that are competitive
with ASP0113 could deter a potential acquisitiousthat our stockholders may otherwise view aefig@al; and

If Astellas is unsuccessful in developing, obtagniagulatory approvals for or commercializing ASP8,lwe may not receive any
additional milestone or royalty payments underlitense agreements and our business prospectsnandifil results may be
materially harmed

The license agreements and supply and servicesragre are subject to early termination, includimgpugh Astellas’ right to terminate
upon advance notice to us if Astellas reasonaligrdenes that further development and/or commaeeiibn will not be beneficial for
Astellas. If the agreements are terminated eamymay not be able to find another collaboratottiercommercialization and further
development of ASP0113 on acceptable terms, dt, @ral we may be unable to pursue continued dewedmt or commercialization of
ASP0113 on our own.

Our revenues partially depend on the developmend @ommercialization of products in collaboration thi others to whom we have
licensed our technologies. If our other collaboratoor licensees do not successfully develop and mamtialize products covered by these
arrangements, or if we are unable to find collabdaas or licensees in the future, we may not be atdelerive revenues from these
arrangements, we may lose opportunities to validate DNA delivery technologies, or we may be fordecturtail our development and
commercialization efforts in these areas.

In addition to our license agreements with AsteNes have licensed, and may continue to licenseteminologies to corporate
collaborators and licensees for the research, dpeetnt and commercialization of
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specified product candidates. Our revenues partipend upon the ability of these collaboratois lanensees to successfully develop and
commercialize products covered by these arrangaminaddition, our licensee Astellas has prodacdaates in advanced stages of clinical
development, for which we believe regulatory apptavould provide important further validation ofrdDNA delivery technologies. The
development and commercialization efforts of odtatmrators and licensees are subject to the seke&and uncertainties described above
with respect to our independently developed prodantlidates.

Some collaborators or licensees may not succergtinproduct development efforts. It is possilblattour collaborators or licensees may
be unable to obtain regulatory approval of prodaetdidates using our technologies or successfudisket and commercialize any such
products for which regulatory approval is obtainedSeptember 2010, AnGes announced that afteigssa extensive consultations with the
Japanese Pharmaceuticals and Medical Devices Agiemoyuld be withdrawing its New Drug Applicatioar NDA, for Collategené in
Japan. Also in September 2010, another one oficemdees, Sanofi, announced that NV1FGF, an angiogeowth factor therapeutic for
which Sanofi had licensed our DNA delivery techmglodid not meet the primary endpoint in a globladge 3 trial. Other collaborators or
licensees may not devote sufficient time or resesito the programs covered by these arrangemeittsy@may have limited or no control
over the time or resources allocated by theselmaiégors or licensees to these programs. The aamueerof any of these events may cause us
derive little or no revenue from these arrangemeéose opportunities to validate our DNA deliveeghnologies, or force us to curtail or cease
our development and commercialization efforts esthareas.

Our collaborators and licensees may breach or tat@itheir agreements with us, including somertieat terminate their agreements
without cause at any time subject to certain paigtten notice requirements, and we may be unssfgkis entering into and maintaining ott
collaborative arrangements for the developmentcamdmercialization of products using our technolegléwe are unable to maintain existing
collaboration arrangements or enter into new oosability to generate licensing, milestone oraiby revenues would be materially impaired.

Some of our independent product candidates and safihose under development by our sublicenseesiporate technologies we
have licensed from others. If we are unable to rietaights to use these technologies, we or our sabhsees may not be able to market
products incorporating these technologies on a coernially feasible basis, if at al

We have licensed certain technologies from corparatlaborators and research institutions, andicaied certain of such technologies
to others, for use in the research, developmentaminercialization of product candidates. Our poydievelopment efforts and those of our
sublicensees partially depend upon continued a¢ogbgse technologies. For example, we or ounfioes may breach or terminate our
agreements, or disagree on interpretations of tagesements, which could prevent continued accegse technologies. If we were unabl
resolve such matters on satisfactory terms, olt,at@ or our sublicensees may be unable to devalmbcommercialize our products, and we
may be forced to curtail or cease operations.

We have a history of net losses. We expect to oomtito incur net losses and we may not achieve aintain profitability.

To date, we have not sold, or received approvaétlh any pharmaceutical products. We do not exigesell any pharmaceutical products
for at least the next several years. Our net losses approximately $31.2 million, $22.9 milliondai7.3 million for the years ended
December 31, 2013, 2012 and 2011, respectivelypfAsecember 31, 2013, we had incurred cumulatitdasses totaling approximately
$379.2 million. Moreover, we expect that our netsies will continue and may increase for the for@sieefuture. We may not be able to ach
projected results if we generate lower revenuasagive lower investment income than expected,@meur greater expenses than expected,
or all of the above. We may never generate suffigigoduct revenue to become profitable. We algeeixto have quarter-to-quarter
fluctuations in revenues, expenses, and losses sbmhich could be significant.
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We may need additional capital in the future. If ddional capital is not available, we may have tortail or cease operations.

We may need to raise more money to continue trearek and development necessary to bring our ptedoienarket and to establish
marketing and additional manufacturing capabiliti® may seek additional funds through public arbpe stock offerings, government
contracts and grants, arrangements with corpodlgborators, borrowings under lines of credit thray sources. We currently have on file a
shelf registration statement that allows us toerais to an aggregate of $150.0 million from the sdlcommon stock, preferred stock, debt
securities and/or warrants. However, we may nahde to raise additional funds on favorable teronsgt all. Conditions in the credit markets
and the financial services industry may make ecauity debt financing more difficult to obtain, andymegatively impact our ability to
complete financing transactions. To the extentweataise additional funds by issuing equity sesj our stockholders may experience
significant dilution. Any debt financing, if avablée, may involve restrictive covenants, such agtéitions on our ability to incur additional
indebtedness and other operating restrictionscitnaltl adversely impact our ability to conduct ousiness.

In November 2012, we entered into a Sales AgreemintStifel, under which we may issue and selta®50.0 million of our common
stock from time to time. However, Stifel is not iglalted to sell any shares that we may request tmlag and any attempt to sell shares under
this facility, if made, may not be successful @ulein sufficient proceeds to meet our capitaliieements.

If we are unable to obtain additional funds, we rhaye to scale back our development of new produetisice our workforce or license
to others products or technologies that we otherwisuld seek to commercialize ourselves. The amofumioney we may need would depend
on many factors, including:

. The progress of our research and development prosy
. The scope and results of our preclinical studiesaimical trials;

. The amount of our legal expenses, including thaperses associated with the shareholder classditéd against us and certain
of our current and former officers and any settlehoe damages payments associated with litigatod.

. The time and costs involved in: obtaining necessagylatory approvals; filing, prosecuting and eaifog patent claims; scaling up
our manufacturing capabilities; and the comme@iedngements we may establi

If we do not realize the expected benefits and sssfully manage the transition from the restructag that we announced in August
2013, our operations and financial condition may begatively impacted.

In August 2013, we implemented a restructuringglesil to conserve capital and focus our developmaetitities on our infectious
disease vaccine candidates. If we are unable liaeghe expected operational efficiencies and sasings from our restructuring, our
operating results and financial condition wouldaoeersely affected. We cannot guarantee that wenaiilhave to undertake additional
restructuring activities or that any of our restuing efforts will be successful.

We will also need to effectively manage our operatiand facilities in order to advance our drugettgwment programs and support our
collaboration arrangements. Following our August2@estructuring, it is possible that our infrasttwe may be inadequate to support our
future efforts and business strategy or to maingéfiective operational, financial and managementrods and reporting systems and
procedures. If we cannot successfully manage #mesition of our restructured operations, we mayficcessful in executing our business
strategy.
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The regulatory approval process is expensive, ttnasuming and uncertain, which may prevent us angr @ollaborators and
licensees from obtaining required approvals for tatemmercialization of our products.

Our product candidates under development and thfoser collaborators and licensees, including Aatglare subject to extensive and
rigorous regulations by numerous governmental aiité® in the United States and other countrie® fdgulatory approval process takes man
years and will require us to expend substantiaueses. For example, the FDA has provided onlytéchiguidelines concerning the size i
scope of clinical trials required for gene-basestdabeutic and vaccine products.

Therefore, U.S. or foreign regulations could prevardelay regulatory approval of our productsioniti our and our collaborators and
licensees’ ability to develop and commercialize pioducts. Delays could:

. Imposecostly procedures on our activities and those ofcollaborators and licenset

. Delay or prevent our receipt of developmental anowercial milestones from our collaborators andrigses
. Diminish any competitive advantages that we orgroducts attain; c

. Otherwise negatively affect our results of operatiand cash flow:

We have no experience in filing a Biologics Licedgmplication, or BLA, with the FDA. Because a BLAust be submitted to and
approved by the FDA before any of our product cdatdis may be commercialized, our lack of experi@nag impede our ability to obtain
FDA approval in a timely manner, if at all, whiahturn would delay or prevent us from commercializthose products. Similarly, our lack of
experience with respect to obtaining regulatoryrapgls in countries other than the United Stateg iiigoede our ability to commercialize our
products in those countries.

We believe that the FDA and comparable foreign laguy bodies will regulate separately each proaacitaining a particular gene
depending on its intended use. Presently, to comialze any product we and our collaborators acelnsees must file a regulatory application
for each proposed use. We and our collaboratordieemsees must conduct clinical studies to denmatesthe safety and efficacy of the proc
necessary to obtain FDA or foreign regulatory atith@pproval. The results obtained so far in dinical trials and those of our collaborators
and licensees may not be replicated in ongoingitoré trials, or the results may be subject to warynterpretation on whether they are
sufficient to support approval for commercializatid his may prevent any of our product candidatesh freceiving approval for commercial
sale.

We anticipate that we would commercially manufaetainy of our product candidates that are appromechérketing. Therefore, our
manufacturing facilities will have to be approvedtbe FDA pursuant to inspections conducted afeeisubmit an application for regulatory
approval. If we cannot successfully manufactureemiatthat conforms to applicable specificationd #re strict regulatory requirements of the
FDA, we will not be able to secure and/or maintaigulatory approval for our manufacturing facilitiéf the FDA does not approve our
facilities for the manufacture of our product catades or if it withdraws any such approval in thtife, our ability to develop, obtain
regulatory approval for or market our product cdatis will be adversely affected.

If any of our product candidates receive regulasgpproval, the FDA or other foreign regulatory agies may still impose significant
restrictions on the indicated uses or marketinguwfproduct candidates or impose ongoing requirg¢sen potentially costly post-approval
studies. In addition, regulatory agencies subjgmoauct, its manufacturer and the manufacturedifies to continual review and periodic
inspections. If a regulatory agency discovers mnesfly unknown problems with a product or a prodi&ss, including adverse events of
unanticipated severity or frequency, or problenthhe facility where the product is manufacturdegulatory agency may impose
restrictions on that product or product class,amllaborators and licensees or us, including réagiwithdrawal of a product from the market.
Our product candidates will also be subject to amy&DA and other foreign regulatory agency requieats for the labeling, packaging,
storage, advertising, promotion, record-keeping srtamission of safety and other post-market inféioneon the product. If we or
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our collaborators and licensees fail to maintagutatory compliance after receiving marketing apaipwe or our collaborators and licensees
may be unable to market our products and our bssioeuld suffer.

Adverse events or the perception of adverse evientse field of gene therapy, or with respect torquroduct candidates, may
negatively impact regulatory approval or public meption of our products.

The commercial success of some of our product datek will depend in part on public acceptancéefuse of gene therapy for
preventing or treating human diseases. Seriousselevents, including patient deaths, have occunretinical trials utilizing viral delivery
systems to deliver therapeutic genes to the p&itargeted cells. Although none of our currentdarcts or studies utilize viral delivery
systems, these adverse events, as well as anyaatherse events in the field of gene therapy that atcur in the future, may negatively
influence public perception of gene therapy in gahéf public perception is influenced by clainm&t gene therapy is unsafe, our product
candidates may not be accepted by the generalcpubthe medical community.

Future adverse events in gene therapy or the Ihintdogy industry could also result in greater goveental regulation, stricter labeling
requirements and potential regulatory delays inéiséng or approval of our potential products. Amgreased scrutiny could delay or increase
the costs of our product development efforts aricdil trials. In addition, any adverse events thay occur in our clinical trials and any
resulting publicity may cause regulatory delaystherwise affect our product development effortslorical trials.

Some of our potential products may be administevgzhtients who are suffering from, or are vulnérdb, serious diseases or other
conditions which can themselves be lifeeatening and often result in the death of thieepa Patient deaths in our clinical trials, eviecausec
by pre-existing diseases or conditions, could rieglgtaffect the perception of our product candégatn addition, although we do not believe
our vaccine candidates could cause the diseasgsith@esigned to protect against, a temporalioeksttip between vaccination and disease
onset could be perceived as causal. Some of odupt® are designed to stimulate immune responsdghase responses, if particularly strong
or uncontrolled, could result in local or systeraéberse events, including latent adverse events.

Our patents and proprietary rights may not provids with any benefit and the patents of others mag\ent us from commercializing
our products.

As of December 31, 2013, we were the assignee-assignee of 62 issued U.S. and foreign patentsm@iatain our issued patents by
paying maintenance fees to the patent office ith €acintry when due. Where appropriate, we partieipalegal proceedings to vigorously
defend against the revocation or withdrawal of matents. The scope and nature of these proceegiimgsally differ depending on the country
in which they are initiated. If we are not succaksf defending our patents, we may lose all ot p&our proprietary rights related to those
patents in these geographic regions.

As of December 31, 2013, we were also prosecutthgedding patent applications in the United Statebin foreign countries that cover
various aspects of our proprietary technologiesjmauding patent applications for which we areceassignee and that are being prosecute
our partners.

We may not receive any patents from our currergrgaipplications. Issued patents provide exclysfeit only a limited time period,
after which they no longer serve to protect prdprigtechnologies or to provide any commercial adage. Moreover, if patents are issued to
us, governmental authorities may not allow clainf§icent to protect our technologies and produ€tthers may also challenge or seek to
circumvent or invalidate our patents. In that eyém rights granted under our patents may be ouzate to protect our proprietary technolog
or to provide any commercial advantage.

In addition, the Leahy-Smith America Invents AatAdA, was signed into law on September 16, 204, significantly changed certain
aspects of the United States patent laws. Thesgekanclude, but are not limited
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to, authorizing fee setting authority to the Unitdtes Patent Office, transitioning the United&3tdo a first-inventor-to-file patent system,
expanding the scope of prior art that may be @tiliagainst a pending patent application, and adatistspatent grant proceedings before the
Patent Office in which third parties may challenige validity of the granted patent. It is not cleahat, if any, impact the AIA will have on the
cost of prosecuting our patent applications, oulitalio obtain patents based on our patent apptica, and our ability to enforce or defend our
issued or granted United States patents. An irabdiobtain, enforce, and defend patents covesingproprietary technologies would
materially and adversely affect our business preispend financial condition.

Some components of our gene-based product cangdidegeor may become, patented by others. As #,regumay be required to obtain
licenses to conduct research, to manufacture, wraidket such products. Licenses may not be availalcommercially reasonable terms, or a
all, which may impede our ability to commercialmar products.

The legal proceedings to obtain and defend pateatsd litigation of third-party claims of intellectal property infringement, could
require us to spend money and could impair our oggons.

Our and our collaborators’, including Astellas’ceass will depend in part on our, or our collabansit ability to obtain patent protection
for our products and processes, both in the UrStatles and in other countries. The patent positidmgotechnology and pharmaceutical
companies, however, can be highly uncertain andevcomplex legal and factual questions. Therefibie difficult to predict the breadth of
claims allowed in the biotechnology and pharmacalfields.

We also rely on confidentiality agreements with corporate collaborators, employees, consultardscartain contractors to protect our
proprietary technologies. However, these agreenmmaisbe breached and we may not have adequate ismniedsuch breaches. In addition,
our trade secrets may otherwise become known epiendently discovered by our competitors.

Protecting intellectual property rights can be vexpensive. Litigation may be necessary to enfpatents issued to us or to determine
the scope and validity of third-party proprietaights. If we or, as applicable, our commercialiaatpartners, including Astellas pursuant to its
first right to enforce patents licensed to it under license agreements, choose to go to coutbppsdmeone else from using our inventions,
that individual or company has the right to askdbert to rule that the underlying patents are lidvand/or should not be enforced against tha
third party. Moreover, if a competitor were to fdepatent application claiming technology also ited by us or our collaborators or licensees
we would have to participate in an interferencecpealing before the U.S. Patent and Trademark Qfficketermine the priority of the
invention. We or our collaborators or licensees inaylrawn into interferences with third partiesray have to provoke interferences ourse
to unblock third-party patent rights to allow usomr collaborators or licensees to commercializelpcts based on our technologies. Litigation
could result in substantial costs and the diversiomanagement’s efforts regardless of the resiiltse litigation. An unfavorable result in
litigation could subject us to significant liabiéis to third parties, require disputed rights tdibensed or require us to cease using some
technologies.

Our products and processes may infringe, or beddarinfringe, patents not owned or controlled By Ratents held by others may
require us to alter our products or processesjmobtanses, or stop activities. If relevant claiofghird-party patents are upheld as valid and
enforceable, we or our collaborators or licenseesgdcbe prevented from practicing the subject mattgmed in the patents, or may be requ
to obtain licenses or redesign our products orgsses to avoid infringement. In addition, we or @altaborators or licensees could be require
to pay money damages. A number of genetic sequemqasteins encoded by genetic sequences thatenieaestigating are, or may become,
patented by others. As a result, we or our collatoos or licensees may have to obtain licensesstouse or market these products. Our
business will suffer if we or our collaboratorslioensees are not able to obtain licenses at alhderms commercially reasonable to us or t
and we or they are not able to redesign our preducprocesses to avoid infringement.
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We have incurred costs in several legal proceedimgsving our intellectual property rights in Eyg®, Japan and Canada. We may
continue to incur costs to defend and prosecutenpaeind patent applications in these and othé@neg

Competition and technological change may make ouoguct candidates and technologies less attractiveobsolete.

We compete with companies, including major pharmtical and biotechnology firms that are pursuingeotforms of treatment or
prevention for diseases that we target. We alsoenrpgrience competition from companies that hageiiaed or may acquire technologies
from universities and other research institutigksthese companies develop their technologies, ey develop proprietary positions which
may prevent us from successfully commercializingdpicts.

Some of our competitors are established companiesgreater financial and other resources than axehOther companies may succ
in developing products and obtaining regulatoryrapal from the FDA or comparable foreign agencastdr than we do, or in developing
products that are more effective than ours. Rebesrd development by others may seek to rendetechinologies or products obsolete or
noncompetitive or result in treatments or curessiop to any therapeutics developed by us.

The internet site ClinicalTrials.gov provides pahdiccess to information on clinical trials and thiesults for a wide range of diseases
conditions. Future disclosures of such confidemimhmercial information may result in loss of ackege of competitive secrets.

If we lose our key personnel or are unable to atttand retain additional personnel, we may not b@leto achieve our business
objectives.

We are highly dependent on our principal scientifi@nufacturing, clinical, regulatory and managenpensonnel, including Vijay B.
Samant, our President and Chief Executive Offithe loss of the services of these individuals mggmificantly delay or prevent the
achievement of our objectives. For example, dubedoss of various scientific, clinical and redatg personnel as a result of our August 201.
restructuring, we may be less effective in advagaiar vaccine candidates. We do not maintain “keg@n” life insurance on any of our
personnel. We depend on our continued ability ti@eit, retain and motivate highly qualified manageirand scientific personnel. We face
competition for qualified individuals from otherropanies, academic institutions, government ent#tresother organizations in attracting and
retaining personnel. To pursue our product devetgmlans, we may need to hire additional managepemsonnel and additional scientific
personnel to perform research and developmenteisasradditional personnel with expertise in dalitrials, government regulation and
manufacturing. However, due to the reasons notedeglwe may not be successful in hiring or retajmgnalified personnel and therefore we
may not be able to achieve our business objectives.

We have limited experience in manufacturing our ghact candidates in commercial quantities. We mayt be able to comply with
applicable manufacturing regulations or produce didient product for contract or commercial purposes

The commercial manufacturing of vaccines and abi@pgical products is a time-consuming and compimcess, which must be
performed in compliance with the FDA'’s current Gdddnufacturing Practices, or cGMP, regulations. M&y not be able to comply with the
cGMP regulations, and we have in the past encoehtand may in the future encounter delays, disvoptor quality control problems in our
manufacturing process. In addition, we may neezbtoplete the installation and validation of additiblarge-scale fermentation and related
purification equipment to produce the quantitiepafduct expected to be required for commerciappses. We have limited experience in
manufacturing at this scale. We will also dependhar parties for any commercial scale fillingmrbduct vials. Noncompliance with the
cGMP regulations, the inability to complete thetétiation or validation of additional large-scatgugment, or other problems with our
manufacturing process may limit or delay the dewelent or commercialization of our product candidasad cause us to breach our contract
manufacturing service arrangements or our obligatilmder our agreements with collaborators, inagidiur obligations under our supply and
services agreement with Astellas.
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We currently depend on third parties to conduct atlinical trials and may initially depend on thirgharties to manufacture our produ
candidates commercially.

We rely on third parties, including clinical resgfaorganizations, medical institutions and contfalsbratories, to perform critical
services for us in connection with our clinicahts. These third parties are responsible for mapgets of the trials, including finding and
enrolling subjects for testing and administering ttials. Although we rely on these third partiesonduct our clinical trials, we are respons
for ensuring that each of our clinical trials isxdacted in accordance with its protocol and appleaegulations, including good clinical
practices established by the FDA and foreign regayeaauthorities, which govern the conduct, moriitgy recording and reporting the result:
clinical trials to ensure that the data and resarésscientifically credible and accurate, and that subjects are adequately informed of the
potential risks associated with participating imicial trials. Our reliance on third parties doe$ relieve us of the responsibility to ensure thes
requirements are met. These third parties may eropty with all requlatory and contractual requirerseor may not otherwise perform their
services in a timely or acceptable manner, and ax meed to enter into new arrangements with altemenhird parties and our clinical trials
may be extended, delayed or terminated. In additficuch third parties fail to perform their otditions in compliance with our clinical trial
protocols or applicable good clinical practice dagjons, our clinical trials may not meet regulgteequirements or may need to be repeated,
and we may not be able to obtain regulatory apprfovar commercialize the product candidate beaagjed in such trials. These risks also
apply to the development activities of our collators and licensees, and we do not control oualsothtors’ and licensees’ research and
development, clinical trials or regulatory actiegi

We may also initially depend on collaborators, hisees or other third parties to manufacture ouwdyobcandidates in commercial
guantities. There are a limited number of thirdtiparthat could manufacture our product candiddésmay be unable to enter into any
arrangement for the commercial manufacture of codgct candidates, and any arrangement we secuyreéobaneet our requirements for
manufacturing quality or quantity. Our dependentéhird parties for the commercial manufacture wf product candidates may also reduce
our profit margins and our ability to develop aredicer products in a timely manner.

We have no marketing or sales experience, and ifame unable to develop our own sales and marketiagability, we may not be
successful in commercializing our product

Our current strategy is to market our proprietaigdpicts directly in the United States, but we aottyedo not possess pharmaceutical
marketing or sales capabilities. To market andasllproprietary products, we will need to devedogales force and a marketing group with
relevant pharmaceutical industry experience, oraragipropriate arrangements with strategic partoemsarket and sell these products.
Developing a marketing and sales force is experainktime-consuming and could delay any producatdaulf we are unable to successfully
employ qualified marketing and sales personnelesetbp other sales and marketing capabilities, &g not be able to generate sufficient
product revenue to become profitable.

Healthcare reform and restrictions on reimbursememiay limit our returns on potential products.

Our ability to earn sufficient returns on our protbuwill depend in part on how much, if any, reirgament for our products and related
treatments will be available from:

. Government health administration authoriti

. Government agencies procuring biodefense prodactwilitary or public use, including some for whiale may become a sole-
source vendol

. Private health coverage insure
. Managed care organizations; ¢
. Other organization:
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If we fail to obtain appropriate reimbursement, seald be prevented from successfully commerciadizior potential products. There i
ongoing efforts by governmental and third-partygrayto contain or reduce the costs of healthcacai¢hh various reform measures. In the
United States, the Federal government passed cbmsive healthcare reform legislation in 2010. Mahthe details regarding the
implementation of this legislation are yet to béedmined and we currently cannot predict whethdoavhat extent such implementation or
adoption of reforms may impair our business.

Additionally, third-party payers are increasinghlatlenging the price of medical products and sewidf purchasers or users of our
products are not able to obtain adequate reimbusefar the cost of using our products, they magdo or reduce their use. Significant
uncertainty exists as to the reimbursement stdtnswly approved healthcare products, and whettleqaate third-party coverage will be
available.

We use hazardous materials in our business. Anyiragrelating to improper handling, storage or dispal of these materials could be
time consuming and costly.

Our research and development processes involveotiteolled storage, use and disposal of hazardaisrials and biological materials.
Our hazardous materials include certain compregases, flammable liquids, acids and bases, and tatkie compounds. We are subject to
federal, state and local regulations governingutes manufacture, storage, handling and disposabtérials and waste products. Although we
believe that our safety procedures for handlingdisgosing of these hazardous materials comply thighstandards prescribed by law and
regulation, the risk of accidental contaminationnjury from hazardous materials cannot be complatiéminated. In the event of an accident,
we could be held liable for any damages that re¥uét could incur significant costs to comply witlrent or future environmental laws and
regulations.

We may have significant product liability exposure.

We face an inherent business risk of exposuredduat liability and other claims in the event tbat technologies or products are alle
to have caused harm. We also have potential ligtfdr products manufactured by us on a contrasisi@ar third parties. Although we currer
maintain product liability insurance in the amooh$10 million in the aggregate plus additional emge specific to the foreign countries
where our clinical trials are being conducted, thigirance coverage may not be sufficient, and &g mot be able to obtain sufficient cover.
in the future at a reasonable cost. Our inabibitplttain product liability insurance at an accelgaost or to otherwise protect against potentia
product liability claims could prevent or inhibite commercialization of any products developed $grour collaborators, or our ability to
manufacture products for third parties. If we aredsfor any injury caused by our technologies odpcts, or by third-party products that we
manufacture, our liability could exceed our insw@ooverage and total assets.

Negative conditions in the global credit markets yninpair the liquidity of a portion of our investnre portfolio.

Our investment securities consist of auction ratausties, corporate debt securities and governmgency securities. As of
December 31, 2013, our long-term investments iredual (at par value) $2.5 million auction rate siéggwecured by municipal bonds. At
December 31, 2013, the auction rate security we imalintained a Standard and Psatedit rating of BBB+. Our auction rate secuisty deb
instrument with a long-term maturity and with areiest rate that is reset in short intervals thihoaigctions. The conditions in the global credit
markets have prevented some investors from ligumdabeir holdings of auction rate securities beeathe amount of securities submitted for
sale has exceeded the amount of purchase ordessdbrsecurities. If there is insufficient demaadthe securities at the time of an auction
auction may not be completed and the interest ratgsbe reset to predetermined higher rates. Whetioas for these securities fail, the
investments may not be readily convertible to aasfil a future auction of these investments is egstul or they are redeemed or mature.

Since February 2008, there has been insufficiemiaghel at auction for our auction rate security talBecember 31, 2013. As a result,
this security is currently not liquid, and we coblg required to hold it until it is
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redeemed by the issuer or to maturity. As of Deaam®i, 2013, we had recognized $0.5 million of ésselated to the auction rate security.
The market value of the security has partially wered from the lows that created the losses. A3azfember 31, 2013, we had recorded
cumulative unrealized gains of $0.2 million. Anyute decline in market value may result in addiidosses being recognized.

In the event we need to access the funds thahame illiquid state, we will not be able to do sithwut the possible loss of principal, until
a future auction for this investment is successfut is redeemed by the issuer or it matures.dfare unable to sell this security in the market
or it is not redeemed, then we may be requirectd i to maturity.

Our stock price could continue to be highly volaibnd you may not be able to resell your sharesradbove the price you pay for
them.

The market price of our common stock, like thatainy other life sciences companies, has been dikelig to continue to be highly
volatile. From January 1, 2011, to December 313201ir stock price has ranged from $1.01 to $5T8@. following factors, among others,
could have a significant impact on the market poteur common stock:

. The results of our preclinical studies and clinicills or announcements regarding our plans fluréustudies or trials, or those of
our collaborators, licensees or competiti

. Evidence or lack of evidence of the safety or afficof our potential products or those of our dmiators, licensees or competits

. The success of our collaborators and licenseesidimg Astellas, in the development or commercaian of our product
candidates

. The announcement by us or our collaborators, lees®r competitors of technological innovationa@w products

. Developments concerning our patent or other prégayeights or those of our collaborators, licersseecompetitors, including
litigation and challenges to our proprietary rigi

. Other developments with our collaborators or lie&ss including our entry into new collaborativdicensing arrangement

. Geopolitical developments, natural or r-made disease threats, or other events beyond atnok

. U.S. and foreign governmental regulatory actic

. Changes or announcements in reimbursement pol

. Perioc-to-period fluctuations in our operating resu

. Market conditions for life science stocks in getre

. Changes in the collective short interest in ouclst

. Changes in estimates of our performance by seesidgtnalysts; an

. Our cash balances, need for additional capital cacéss to capite

We and certain of our current and former officersalve been named as defendants in two recently itébsecurities class action
lawsuits and are at risk of future securities claastion litigation due to our past and expected dtgrice volatility.

In the past, stockholders have brought securitessaction litigation against a company followadecline in the market price of its
securities. This risk is especially acute for usduse life science companies have experiencedegtbain average stock price volatility in
recent years and, as a result, have been subjent siverage, a greater number of securities aletisn claims than companies in other
industries. For example,
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we and certain of our current and former officeagehbeen the target of class action litigationtirdgto the decline in our stock price followi
our announcement that our Phase 3 clinical triéth Wilovectin® failed to achieve its pre-establistetipoints. Even if such claims are not
successful, the litigation could result in subgtdmosts and divert our management’s attentionresdurces, which could have a material
adverse effect on our business, operating resuftaancial condition.

Anti-takeover provisions in our charter documenta@dunder Delaware law could make an acquisitionud, which may be beneficial
to our stockholders, more difficult and may prevesitempts by our stockholders to replace or remoue current management.

Our certificate of incorporation and bylaws incluatgi-takeover provisions, such as a classifieddoédirectors, a prohibition on
stockholder actions by written consent, the authaf our board of directors to issue preferreatktwithout stockholder approval, and
supermajority voting requirements for specified@atd. In addition, because we are incorporateddta®are, we are governed by the
provisions of Section 203 of the Delaware GenembGration Law, which generally prohibits stockhersl owning in excess of 15% of our
outstanding voting stock from merging or combinwith us for a period of three years. These prowisimay delay or prevent an acquisitior
us, even if the acquisition may be considered beiaéby some stockholders. In addition, they magcdurage or prevent any attempts by our
stockholders to replace or remove our current mamagt by making it more difficult for stockholdeesreplace members of our board of
directors, which is responsible for appointing tembers of our management.

The issuance of preferred stock could adverselyeaffour common stockholders.

We currently have on file a shelf registration etaént that allows us to raise up to an aggrega$d 9.0 million from the sale of
common stock, preferred stock, debt securitiesandarrants and our restated certificate of incoafion authorizes us to issue up to 5,000
shares of preferred stock. The issuance of prefestack could adversely affect the voting powehaitiers of our common stock, and reduce
the likelihood that our common stockholders wilte&ve dividend payments and payments upon liquidafihe issuance of preferred stock
could also decrease the market price of our comstmek, or have terms and conditions that couldadiszge a takeover or other transaction
that might involve a premium price for our shareshat our stockholders might believe to be initheist interests.

ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable.

ITEM 2. PROPERTIES

We lease approximately 68,400 square feet of matwiag, research laboratory and office spacesitgle site in San Diego, California,
under a lease agreement that expires in August.2017

ITEM 3. LEGAL PROCEEDINGS

In late October and early November 2013, two pugatiass action complaints were filed in the U.8tilixt Court for the Southern
District of California against us and certain of aurrent and former officers. In general, the ctaimis allege that the defendants violated
Sections 10(b) and 20(a) of the Securities Exch@wgef 1934 by making materially false and mislegdstatements regarding our business
prospects and the prospects for Alloveétin , thewatificially inflating the price of our commonastk. The plaintiffs are seeking unspecified
monetary damages and other relief. On Decembe2(@®l13, various parties filed motions to consolidate cases and for appointment as lead
plaintiff and approval of lead counsel (“Motions@onsolidate”). A hearing on the Motions to Congdale is scheduled for February 14,
2014. We plan to vigorously defend against thentdaadvanced.

32



Table of Contents

We prosecute our intellectual property estate vigsly to obtain the broadest valid scope for otempz. Due to uncertainty of the
ultimate outcome of these matters, the impact turéuoperating results or our financial conditiemot subject to reasonable estimates.

In the ordinary course of business, we may becopatg to additional lawsuits involving various iess. We are unaware of any such

lawsuits presently pending against us which, irtiiaily or in the aggregate, are deemed to be nahterpur financial condition or results of
operations.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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PART Il
ITEM 5. MARKET FOR REGISTRANTS COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISUER PURCHASES Ol
EQUITY SECURITIES

Our common stock is listed on the Nasdaq Globalkgtaunder the symbol VICL. The following table peats quarterly information on
the range of high and low sales prices for our comistock during the periods presented.

2013 High Low
First Quarter $4.3(C $2.97
Second Quarte 4.3t 2.9C
Third Quartel 4,51 1.17
Fourth Quarte 1.5 1.01
2012

First Quarte! $4.5¢ $2.9¢
Second Quarte 3.6¢€ 2.71
Third Quartel 4,74 3.17
Fourth Quarte 4.4z 2.61

As of January 31, 2014, there were approximate8/26ckholders of record of our common stock an@B% 103 shares of our common
stock outstanding. We have never declared or paidlavidends and do not expect to pay any dividendbe foreseeable future. We did not
repurchase any of our common stock in the fourtrtgn of 2013.
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Performance Graph

The following performance graph and related infaiorashall not be deemed “soliciting material” ortte “filed” with the SEC, nor shall
such information be incorporated by reference @ty future filing under the Securities Act or Exoba Act, except to the extent that we
specifically incorporate it by reference into stiding.

The following table compares total stockholder mesufor Vical over the last five years to the NapthS. and Foreign Index and the
Nasdag Pharmaceutical Stocks Index assuming aifi¢68tment made on December 31, 2008. Each ofwbedmparative measures
cumulative total return assumes reinvestment afidivds. The stock performance shown on the gralgiwhie not necessarily indicative of

future price performance.
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ITEM 6. SELECTED FINANCIAL DATA

The following table summarizes certain selectedrfiial data derived from our audited financialetatnts. The information presented
should be read in conjunction with “Management’sddission and Analysis of Financial Condition andu®s of Operations” and our audited
financial statements and notes thereto appeargeywlere in this Annual Report on Form 10-K.

Years ended December 3:
2013 2012 2011 2010 2009
(in thousands, except per share amount:

Statement of Operations Data

Revenues

Contract and grant reven $ 5,84¢ $ 6,17¢ $ 4,22¢ $ 6,24¢ $ 3,69:

License and royalty reveni 1,87 11,34: 25,79¢ 2,462 8,99«
Total revenue 7,71¢ 17,51¢ 30,01¢ 8,711 12,68t¢
Operating expense

Research and developmt 14,55¢ 17,34( 17,97¢ 19,69: 23,44¢

Manufacturing and productic 12,69¢ 13,05¢ 10,267 11,43¢ 10,35

General and administrati 11,81« 10,557 9,59¢ 8,79¢ 7,46¢
Total operating expens 39,07( 40,95: 37,84( 39,92¢ 41,27.
Loss from operation (31,35) (23,437 (7,827 (31,219 (28,586)
Investment and other income, 1 114 534 53¢ 83C 30
Interest expens — — — — 2
Net loss (31,239 (22,899 (7,287  $(30,38F)  $(28,55¢)
Net loss per share (basic and dilut $ (0.3) $ (029 $ (0100 $ (051 $ (0.6
Weighted average shares used in per share catou 86,84( 85,96¢ 72,03: 60,08:¢ 47,08¢

Balance Sheet Data (at end of period
Cash, cash equivalents, marketable securities;tknmg investments,

including restrictec $ 55,47; $ 86,08: $56,35¢ $ 60,70: $ 52,56:
Working capital 54,43¢ 80,23( 47,09¢ 49,87+ 38,42:
Total asset 66,35: 96,52: 68,77: 72,907 67,37:
Long-term obligations , less current porti 1,28¢ 1,65 1,96¢ 2,211 2,38(
Total stockholder equity 61,41: 89,08t 60,34¢ 64,36 54,98:
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Overview

We research and develop biopharmaceutical prodhactsd on our patented DNA delivery technologiesHerprevention and treatment

of serious or life-threatening diseases. We belibedollowing areas of research offer the gregtestntial for neaterm commercialization fc
us and our partners:

. Vaccines for use in hi¢risk populations for infectious disease targetadbich there are significant needs; ¢
. Vaccines for general pediatric, adolescent andtgodydulations for infectious disease applicatic

We currently have three active, independent ongagd, development programs in the area of infestibsease comprised of:

. An ongoing Phase 3 clinical trial of ASP0113 foewention of cytomegalovirus, or CMV, reactivationsitem cell transplant

recipients and an ongoing Phase 2 clinical trigh8P0113 for prevention of CMV infection in kidnggnsplant recipients, both in
collaboration with Astellas Pharma Inc., or Asts]l

. An ongoing Phase 1/2 clinical trial using our Vatiie ® -formulated therapeutic vaccine for herpesgén virus type 2, or HSV-2,
a cause of recurrent genital herpes;

. A completed preclinical program, with an allowegastigational new drug application, or IND, using €yMVectin™
prophylactic vaccine formulated with our proprigtéfaxfectin® adjuvant to prevent CMV infection before and dumprggnancy

We have leveraged our patented technologies thrbegysing and collaboration arrangements, suduadicensing arrangements with
Astellas, Sanofi, AnGes, Aqua Health and Merialpamother biopharmaceutical companies.

In addition, we have licensed complementary teabgiek from leading research institutions and bioplageutical companies. We also
have granted non-exclusive, academic licensesnt®biA delivery technology patent estate to 11 lagdiesearch institutions including
Stanford, Harvard, Yale and MIT. The non-exclusieademic licenses allow university researchers¢oour technology free of charge for
educational and internal, non-commercial reseamchgses. In exchange, we have the option to exalysiicense from the universities
potential commercial applications arising from these of our technology on terms to be negotiated.
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Research, Development and Manufacturing Programs

To date, we have not received revenues from tleecdadur independently developed pharmaceuticadymts and have received minimal
revenues from the sale of commercially marketedipets by our licensees. We earn revenues by peirigragrvices under research and
development contracts, grants, manufacturing cotsrand from licensing access to our proprietachmologies. Since our inception, we
estimate that we have received approximately $228libn in revenues from these sources. Revenyesohrce for each of the three years
ended December 31, 2013, were as follows (in midl)o

Source 2013 2012 2011
Astellas contract 5.€ $ 5.7 2.7
Manufacturing process development gr — — 0.6
HSV grants — — 0.2
Other contracts and grar 0.2 0.5 0.4
Total contract and grant revent 5.€ 6.2 4.2
Astellas licens: 0.7 10.7 25.2
AnGes licenst 0.t — —

Other royalties and licens 0.7 0.€ 0.5
Total royalty and license revenu 1.6 11.2 25.¢
Total revenue $7.7 $17.5 $30.C

Research, development, manufacturing and productists by major program, as well as other expefiosesach of the three years ended
December 31, 2013, were as follows (in millions):

Program 2013 2012 2011
Allovectin ® 14.7 $16.C $17.3
HSV 4.2 2.7 0.1
CMV 6.4 9.2 25
Other research, development, manufacturing andugtamh 2.C 2.5 3.3
Total research, development, manufacturing andymtich $27.% $30.4 $28.2

Since our inception through December 31, 2013, stienate that we have spent approximately $500anilin research, development,
manufacturing and production. Our current indepandevelopment focus is on a DNA vaccine for CMWa&cine to treat HSV-2, and other
clinical and preclinical targets.

We are also developing ASP0113, CyMVectin™ and HSdfug candidates, and these programs, excludirRPAS3 which we licensed
to Astellas, will require significant additionalrfds to advance through development to commerctaiza-rom inception through
December 31, 2013, we have spent approximatelyifi®@mon our HSV-2 program and $80 million on ddMV programs.

We have other product candidates in the reseaagje stt can take many years to develop productidates from the initial decision to
screen product candidates, perform preclinicalsafdty studies, and perform clinical trials leadimgto possible approval of a product by the
FDA or comparable foreign agencies. The outcontb@fesearch is unknown until each stage of thantes completed, up through and
including the registration clinical trials. Accongjly, we are unable to predict which potential prctdcandidates we may proceed with, the tim
and cost to complete development, and ultimatelgtindr we will have a product approved by the FDAamparable foreign agencies.

As a result, we expect to incur substantial opegaltisses for at least the next several yearspdmarily to the advancement of our
research and development programs, the cost diifioat studies and clinical trials,
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spending for outside services, costs related tataiaing our intellectual property portfolio, costge to manufacturing activities, costs related
to our facilities, and possible advancement toveamtimercialization activities.

Critical Accounting Policies and Estimates

The preparation and presentation of financial states in accordance with accounting principles gpdlyeaccepted in the United States
requires that management make a number of assumaitd informed estimates that affect the repa@tedunts of assets, liabilities, revenues
and expenses in our financial statements and acwoymy notes. Management bases its estimates tmmibé information and assumptions
believed to be reasonable. Although these estinsaitebased on management’s best knowledge of ¢wvents and circumstances that may
impact us in the future, they are inherently uraiarand actual results may differ materially frdmge estimates.

Our critical accounting policies are those thagetffour financial statements materially and invavagnificant level of judgment by
management. Our critical accounting policies rem@devenue recognition are in the following ardagnse and royalty agreements,
manufacturing contracts, contract services andtgeaenues. Our critical accounting policies alsdide recognition of research and
development expenses and the valuation of longtarm intangible assets.

Revenue Recognition

Revenue is recognized when the four basic critdri@venue recognition are met: (1) persuasiveandd of an arrangement exists;
(2) delivery has occurred or services renderedih@Yee is fixed or determinable; and (4) collbiity is reasonably assured. Certain of our
revenue is generated through manufacturing costaawd stand-alone license agreements.

We have entered into multiple-element arrangemémistder to account for the multiple-element agements, we identify the
deliverables included within the agreement andwatalwhich deliverables represent separate unasagunting. Analyzing the arrangemen
identify deliverables requires the use of judgmant] each deliverable may be an obligation to delervices, a right or license to use an ¢
or another performance obligation.

Multiple-element arrangements prior to January 1, 2011

Prior to adopting the revised multiple element gunick on January 1, 2011, we analyzed our multlpleent arrangements to determine
whether the identified deliverables could be actedifor individually as separate units of accountifihe delivered item(s) were considered a
separate unit of accounting if all of the followingdteria were met: (1) the delivered item(s) hatlie to the customer on a standalone basis;
(2) there was objective and reliable evidence eff#ir value of the undelivered item(s); and (3h# arrangement included a general right of
return relative to the delivered item, deliveryparformance of the undelivered item(s) was considi@robable and substantially in our cont
If these criteria were not met, the deliverable waisibined with other deliverables in the arrangemaed accounted for as a combined unit of
accounting.

Multiple-element arrangements after January 1, 2011

Effective January 1, 2011, we follow the provisi@iASU No. 2009-13 for all multiple element agremts, including contract
manufacturing, contract services and license ageatsnUnder the revised guidance, if the delivéet(s) has value to the customer on a
standalone basis and if the arrangement includesharal right of return relative to the delivertsim, delivery or performance of the
undelivered item(s) is considered probable andtanbially in our control.
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A delivered item is considered a separate unitobanting when the delivered item has value tgoiéner on a standalone basis based
on the consideration of the relevant facts anduairstances for each arrangement. Factors considetieid determination include the research
capabilities of the partner and the availability@$earch expertise in this field in the generalketplace. Arrangement consideration is
allocated at the inception of the agreement tadaltified units of accounting based on their ietaselling price. The relative selling price for
each deliverable is determined using vendor spesffjective evidence, or VSOE, of selling pricehord-party evidence of selling price if
VSOE does not exist. If neither VSOE nor third-gavidence of selling price exists, we use our kestnate of the selling price for the
deliverable. The amount of allocable arrangemensicieration is limited to amounts that are fixedleterminable. The consideration received
is allocated among the separate units of accouraimd the applicable revenue recognition critereaagpplied to each of the separate units.
Changes in the allocation of the sales price batvdedivered and undelivered elements can impa&mea® recognition but do not change the
total revenue recognized under any agreementct$ fand circumstances dictate that the licensastaaslialone value from the undelivered
items, which generally include research and devetnt services and the manufacture of drug prodtiedjcense is identified as a separate
unit of accounting and the amounts allocated tditemse are recognized upon the delivery of tbense, assuming the other revenue
recognition criteria have been met. However, ifdahgounts allocated to the license through theivelaelling price allocation exceed the
upfront license fee, the amount recognized uporétieery of the license is limited to the upfrdeé received. If facts and circumstances
dictate that the license does not have standalale vthe transaction price, including any upfiar@nse fee payments received, are allocated
to the identified separate units of accounting meodgnized as those items are delivered.

The terms of our partnership agreements providenftastone payments upon achievement of certainlaéayy and commercial events.
Effective January 1, 2011, we adopted on a prosebasis the Milestone Method of accounting un&igt) 2010-17. Under the Milestone
Method, we recognize consideration that is contimg@on the achievement of a milestone in its etytias revenue in the period in which the
milestone is achieved only if the milestone is saisve in its entirety. A milestone is consideredbstantive when it meets all of the following
three criteria: 1) The consideration is commengwath either the entity’s performance to achigwe milestone or the enhancement of the
value of the delivered item(s) as a result of a#jgeoutcome resulting from the entity’s perforntarto achieve the milestone, 2) The
consideration relates solely to past performance, 3 The consideration is reasonable relativdl tof dhe deliverables and payment terms
within the arrangement. A milestone is definedragwent (i) that can only be achieved based in &bolin part on either the entity’s
performance or on the occurrence of a specifica&resulting from the entity’s performance, (@j fvhich there is substantive uncertainty at
the date the arrangement is entered into thatwbetevill be achieved and (iii) that would resultadditional payments being due to us.

Contract Services, Grant and Royalty Revenue

We recognize revenue from contract services anerédovernment research grants during the peniechich the related expenditures
are incurred and related payments for those serapereceived or collection is reasonably assiReyalties to be received based on sales of
licensed products by our partners incorporatinglicensed technology are recognized when received.

Research and Development Expenses

Research and development expenses consist of egigesirred in performing research and developmetitities including salaries and
personnel-related costs, supplies and materialsideuservices, costs of conducting preclinical elimdcal trials, facilities costs and
amortization of intangible assets. Research andldpment expenses are charged to operations asithéycurred.

We assess our obligations to make milestone payntleat may become due for licensed or acquirechtdolyy to determine whether the
payments should be expensed or capitalized. Weyehailestone payments to research and developmpahse when:

» The technology is in the early stage of developraaxthas no alternative us
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» There is substantial uncertainty of the technologgroduct being successfi
» There will be difficulty in completing the remaimgjrdevelopment; an
» There is substantial cost to complete the w

Capitalization and Valuation of Long-Lived and Intagible Assets

Intangible assets with finite useful lives congiEtapitalized costs incurred in connection withepds, patent applications pending and
technology license agreements. Payments to acglicense to use a proprietary technology are abiged if the technology is expected to
have alternative future use in research and demeop projects. We amortize costs of approved pst@atent applications pending and lice
agreements over their estimated useful lives,rongeof the agreements, whichever are shorter.

For patents pending, we amortize the costs oveshibger of a period of twenty years from the ddtiling the application or, if license
the term of the license agreement. We re-assesss#ial lives of patents when they are issued,l@never events or changes in circumstance
indicate the useful lives may have changed. Famiatand patent applications pending that we ablgvae charge the remaining unamortized
accumulated costs to research and development sxpen

Intangible assets and long-lived assets are evaldat impairment at least annually or wheneveng&yer changes in circumstances
indicate that their carrying value may not be rezable. If the review indicates that intangiblests®r long-lived assets are not recoverable,
their carrying amount would be reduced to fair ealsactors we consider important that could triggeimpairment review include the
following:

» A significant change in the manner of our use efahquired asset or the strategy for our overalinass; and/c

» A significant negative industry or economic tre

In the event we determine that the carrying vafuatangible assets or long-lived assets is notvetable based upon the existence of
one or more of the above indicators of impairmesgt,may be required to record impairment chargeghiese assets. As of December 31, 201

our largest group of intangible assets with fiites included patents and patents pending folD0WA delivery technology, consisting of
intangible assets with a net carrying value of apjpnately $2.0 million.

Recent Accounting Pronouncements

For information on the recent accounting pronoureisiwhich may impact our business, see Note heoRNbtes to Financial Stateme
included in this Annual Report on Form 10-K.

Results of Operations
Year Ended December 31, 2013, Compared to Year Hridecember 31, 2012

Total RevenuesTotal revenues decreased $9.8 million, or 55189$7.7 million in 2013 from $17.5 million in 201@ur license and
royalty revenue decreased by $9.5 million which pamarily the result of the recognition of $10.7lman of revenue related to our ASP0113
license agreement with Astellas in 2012, compane®Dt7 million in license revenue recognized unileragreement in 2013.

Research and Development Expendeesearch and development expenses decreaseaifiidg, or 16.0%, to $14.6 million for 2013
from $17.3 million for 2012. This decrease was priity due to a sub-license payment we made to thedfHope related to the achievement
of a milestone under the license of our ASP0118amm to Astellas during the year ended DecembeP@12, as well as a decrease in clinical
trial
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and employee related expenses recognized duringetdreended December 31, 2013. These decreasepartedly offset by the recognition
restructuring costs associated with our August 2@s8ucturing.

Manufacturing and Production Expensedanufacturing and production expenses decrea@ddrillion, or 2.7%, to $12.7 million for
2013 from $13.1 million for 2012. This decrease wamarily due to a reduction in employee relatedts as a result of our August 2013
restructuring combined with a decrease in costsgeized related to the production of ASP0113 umderservice and supply agreement with
Astellas. These decreases were substantially dffsetcreases in scientific supplies, contractises/and contract equipment costs recognizet
during the year ended December 31, 2013.

General and Administrative ExpenséSeneral and administrative expenses increase&driillion, or 11.9%, to $11.8 million for 2013
from $10.6 million for 2012. This increase was manity the result of the recognition of restructyricosts associated with our August 2013
restructuring combined with higher legal and actimgnexpenses.

Investment and Other Incoménvestment and other income decreased $0.4 miltio 78.7%, to $0.1 million for 2013 from $0.5 haih
for 2012. This decrease was primarily the result ghin recognized on the sale of auction ratergesuduring the year ended December 31,
2012.

Year Ended December 31, 2012, Compared to Year Bridecember 31, 2011

Total RevenuesTotal revenues decreased $12.5 million, or 4118%17.5 million in 2012 from $30.0 million in 2010ur license and
royalty revenue decreased by $14.5 million whicls wamarily the result of the recognition of $28a8lion of revenue related to our ASP01
license agreement with Astellas in 2011, compaoe®ilD.7 million in license revenue recognized urideragreement in 2012. Our contract
grant revenue increased by $2.0 million which wasarily the result of a $3.0 million increase iontract service revenue recognized under
our contracts with Astellas, which was partiallyset by $1.1 million decrease in grant revenue.

Research and Development Expendeesearch and development expenses decreaseai$iids, or 3.5%, to $17.3 million for 2012
from $18.0 million for 2011. This decrease was priity due to lower costs related to contract sewifor various subtudies and safety stud
primarily related to Allovectir®

Manufacturing and Production Expensddanufacturing and production expenses increagdgifillion, or 27.2%, to $13.1 million for
2012 from $10.3 million for 2011. This increase vpaisnarily the result of a $1.6 million increaseciosts recognized related to the production
of ASP0113 under our service and supply agreemihtAsgtellas. In addition, employee related experisereased $0.9 million as a result of ¢
higher average head count in 2012.

General and Administrative Expenséseneral and administrative expenses increasé€driillion, or 10.0%, to $10.6 million for 2012
from $9.6 million for 2011. This increase was priityathe result of higher overall wages during trear ended December 31, 2012.

Investment and Other Incomavestment and other income decreased $5,00098%,00 $534,000 for 2012 from $539,000 for 2011

Liquidity and Capital Resources

Since our inception, we have financed our operatfmarily through private placements and pubfferings of equity securities, and
revenues from our operations. From our inceptioauh December 31, 2013, we have received approeim$223.4 million in revenues fra
performing services under research and developar@htmanufacturing contracts, from grants and frieamking access to our proprietary
technologies,
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and we have raised net proceeds of approximatel@.84million from the sale of equity securities.sBacash equivalents, marketable
securities, and long-term investments, includirgrieted securities, totaled $55.5 million at Debem31, 2013, compared with $86.1 million
at December 31, 2012. The decrease in our cadhecasvalents and marketable securities for the gaded December 31, 2013, was due
primarily to the use of cash to fund our operations

Net cash used in operating activities was $29.8anikind $17.2 million for the years ended Decen8ier2013 and 2012, respectively.
The increase in net cash used in operating aets/ftir the year ended December 31, 2013, compatkdhe prior year period, was primarily
the result of a $10.0 million decrease in licermgenue related to our ASP0113 license agreemedta &8.4 million increase in receivables.

Net cash provided by (used in) investing activities $25.1 million and $(27.0) million for the ye@nded December 31, 2013 and 2!
respectively. The increase in net cash providethbgsting activities for the year ended December2®13, compared with the prior year, was
primarily the result of a decrease in net purchagésvestments.

Net cash provided by financing activities was $@iBion and $48.7 million for the years ended Debem31, 2013 and 2012,
respectively. The decrease in net cash providdihbyncing activities for the year ended December2®1 3, compared with the prior year
period, was the result of net proceeds receivad fiee sale of our common stock during the year éfdkcember 31, 2012.

A discussion of our exposure to auction rate séesris included in Part Il, Item 7A of this AnnuRéport on Form 10-K under the
heading “Quantitative and Qualitative DisclosurdmAt Market Risk.”

We expect to incur substantial additional researathdevelopment expenses, manufacturing and prioduetpenses, and general and
administrative expenses, including continued ingesan costs related to personnel, preclinicaldinital testing, outside services, facilities,
intellectual property and possible commercializatiOur future capital requirements will depend ammfactors, including continued scient
progress in our research and development progthmscope and results of preclinical testing amdaal trials, the time and costs involved in
obtaining regulatory approvals, the costs involirefiling, prosecuting, enforcing and defendinggudtclaims, the impact of competing
technological and market developments, the costafufacturing scale-up and validation, and possiblamercialization activities and
arrangements. We may seek additional funding throegearch and development relationships with Isigitaotential corporate collaborators.
We may also seek additional funding through pubtiprivate financings. We currently have on filstreelf registration statement that allows us
to raise up to an aggregate of $150.0 million ftbe sale of common stock, preferred stock, dehtrgexs and/or warrants and we have also
entered into an At-The-Market Equity Offering Sategeement with Stifel under which we may issue salup to $50.0 million of shares of
our common stock. However, additional financing maybe available on favorable terms or at alhd€litional financing is not available, we
anticipate that our current available cash andiegisources of funding will be adequate to sat@fy cash needs at least through Decembe
2015.
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Contractual Obligations and Off-Balance Sheet Arrgements

The following table sets forth our contractual ghtions, including all off-balance sheet arrangetsieas of December 31, 2013 (in
thousands):

Payment Due by Perioc

Less thar
2-3 4-5 After
Total 1 Year Years Years 5 Years
Contractual Obligations &
Operating lease obligatiol $13,02: $ 3,46¢ $7,13: $2,42: $—
Unconditional purchase obligatio? 561 561 — — —
Total contractual obligatior $13,58: $4,027 $7,13: $2,42: $—

Certain long-term liabilities reflected on our bada sheet are not presented in this table bechageate already reflected in operating
lease commitments or do not require cash settlemehe future

Unconditional purchase obligations represent cetued commitments entered into for goods and sesvie the normal course of our
business. The purchase obligations do not includential severance payment obligations to our ekezofficers. For information
regarding these severance arrangements, refee ot paragraph in this Item

Under our Merck, Sanofi, Merial and Aqua Healthesmgnents, we are required to pay up to 10% of ceit#ial upfront monetary
payments, and a small percentage of some royajtygats, to the WARF. Under our license agreemeitts Astellas, we are required to me
certain payments to the City of Hope and CytRxdnrection with the development and commercializatibour products licensed by Astell
In addition, certain technology license agreemesqsiire us to make other payments if we or ourisebsees advance products through clii
development. For programs developed with the supgddd.S. government funding, the U.S. governmeay fave rights to resulting products
without payment of royalties to us.

We may be required to make future payments toioensors based on the achievement of milestonderiein various in-licensing
agreements. In most cases, these milestone payarenisised on the achievement of development afategy milestones, including the
exercise of options to obtain licenses relategtrsic disease targets, commencement of varioasgshof clinical trials, filing of product
license applications, approval of product licerfses the FDA or a foreign regulatory agency, angl fihrst commercial sale of a related
product. Payment for the achievement of milestamater our in-license agreements is highly speadaind subject to a number of
contingencies.

The aggregate amount of additional milestone paysiéat we could be required to pay under all afindicense agreements in place at
December 31, 2013, is approximately $12.0 milliofhwhich approximately $7.7 million is related torandependent programs and corporate
and government collaborations which are curremtlglinical development. These amounts assume bhanaaining milestones associated w
the milestone payments are met. In the event tivatyst license approval for any of the related podsl is obtained, we may be required to
make royalty payments in addition to these milestpayments. Although we believe that some of tHestunes contained in our in-license
agreements may be achieved, it is highly unlikebt & significant number of them will be achievBdcause the milestones are contingent, we
are not in a position to reasonably estimate howhmii any, of the potential milestone paymentd witimately be paid, or when. Additionall
under the in-license agreements, many of the mitesévents are related to progress in clinicastidnich will take several years to achieve.

In addition, we have undertaken certain commitmantier license agreements with collaborators, aindemnification agreements
with our officers and directors. Under the liceageeements with our collaborators, we have agmeedrtinue to maintain and defend the
patent rights licensed to the collaborators anthéncase of our agreements with Astellas, haveeabto undertake certain development and
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manufacturing activities. Under the indemnificatexgreements with our officers and directors, weehagreed to indemnify those individuals
for any expenses and liabilities in the event tifraatened, pending or actual investigation, latysuicriminal or investigative proceeding.

We have employment agreements that contain seveergngements with our chief executive officerC&O, and three of our other
officers. Under the agreement with our CEO, weddni@ated to pay severance if we terminate the GEDiployment without “causegt if the
CEO resigns for “good reason,” as defined in thre@gent, within the periods set forth therein. $aeerance for the CEO consists of
continued base salary payments at the then-cuantincluding the payment of health insurancenjuens for 18 months, plus a payment
equal to one and one-half times the CEQO’s cash$onthe previous year. In addition, the CEO regegiaccelerated vesting on all his unveste
stock awards as if he had remained employed bgrussf months from the date of termination. In therd that the termination occurs within
24 months of a “change in control,” as definedhi@ agreement, the severance for the CEO consisttuafip sum payment equal to 24 months
of base salary at the then-current rate, the payofdrealth insurance premiums for 18 months, plpsyment equal to one and one-half times
the CEO'’s cash bonus in the previous year. In enidiall outstanding unvested stock awards wilt wesnediately. The severance for the othe
executives consists of continued payments at the-tlurrent base compensation rate for a periockafienths. All of the agreements specify
that any earnings from employment or consultingrduthis period will offset any salary continuatipayments due from us. The maximum
payments due under these employment agreements Wwavé been $2.0 million if each such officer wersninated at December 31, 2013.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are subject to interest rate risk. Our investrpentfolio is maintained in accordance with ouestment policy which defines
allowable investments, specifies credit qualitynderds and limits the credit exposure of any simggaer. Our investment portfolio consists of
cash equivalents, both restricted and non-restkicterketable securities and long-term investm@8rits.average maturity of our investments,
excluding our auction rate securities, is approxétyafive months. Our investments are classifiedwalable-for-sale securities.

To assess our interest rate risk, we performedsitbgty analysis projecting an ending fair valofeour cash equivalents and current
marketable securities using the following assumnmgti@ 12-month time horizon, a 9-month average ritatand a 150-basis-point increase in
interest rates. This pro forma fair value wouldé&een $119,000 lower than the reported fair vafu@ir investments at December 31, 2013.

Our investment securities consist of auction rataisties, corporate debt securities and governmgency securities. As of
December 31, 2013, our long-term investments iredual (at par value) $2.5 million auction rate siégwecured by municipal bonds. At
December 31, 2013, the auction rate security we tmalintained a Standard and Psatedit rating of BBB+. Our auction rate secuiity deb
instrument with a long-term maturity and with ateirest rate that is reset in short intervals thhoaigctions. The conditions in the global credit
markets have prevented some investors from liguiddheir holdings of auction rate securities beeathe amount of securities submitted for
sale has exceeded the amount of purchase ordessdbrsecurities. If there is insufficient demaodthe securities at the time of an auction
auction may not be completed and the interest ratasbe reset to predetermined higher rates. Whetioas for these securities fail, the
investments may not be readily convertible to aasiil a future auction of these investments is sasful or they are redeemed or mature.

Since February 2008, there has been insufficiemiaghel at auction for our auction rate security lalBecember 31, 2013. As a result,
this security is currently not liquid, and we coble required to hold it until it is redeemed by tbsuer or to maturity. As of December 31,
2013, we had recognized $0.5 million of lossesteel@o the auction rate security by adjusting ésying value. The market value of the
security has partially
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recovered from the lows that created the lossesf &ecember 31, 2013, we had recorded cumulativealized gains of $0.2 million. Any
future decline in market value may result in additil losses being recognized.

The valuation of our auction rate security is sabfe uncertainties that are difficult to predithe fair value of the security is estimated
utilizing a discounted cash flow analysis or ottygre of valuation model as of December 31, 201& Réy drivers of the valuation model
include the expected term, collateralization unded the security investments, the creditworthingfsthe counterparty, the timing of expected
future cash flows, discount rates, and the expdutéding period. The security was also comparedempossible, to other observable market
data for securities with similar characteristics.

In the event we need to access the funds thatareunrently liquid, we will not be able to do sdthout the possible loss of principal,
until a future auction for these investments iscessful or they are redeemed by the issuer orrtfayre. If we are unable to sell these
securities in the market or they are not redeertiesh we may be required to hold them to maturite. 88 not anticipate a need to access thes
funds for operational purposes for the foreseetfblee. We will continue to monitor and evaluategh investments on an ongoing basis for
impairment. Based on our ability to access our @ashother short-term investments, our expectedatipg cash flows, and our other sources
of cash, we do not anticipate that the potentiigluidity of these investments will affect our atyilto execute our current business plan.
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Report of Independent Registered Public Accountingrirm
The Board of Directors and Stockholders of Vicaldrporated

We have audited the accompanying balance shedtisalfincorporated as of December 31, 2013 and 2844 the related statements of
operations, comprehensive loss, stockholders’ gguitl cash flows for each of the three years ipt@d ended December 31, 2013. These
financial statements are the responsibility of@enpany’s management. Our responsibility is to egpran opinion on these financial
statements based on our audits.

We conducted our audits in accordance with thedstials of the Public Company Accounting OversighamBioUnited States). Those standard:
require that we plan and perform the audit to abtaasonable assurance about whether the finastaieiments are free of material
misstatement. An audit includes examining, on Blasis, evidence supporting the amounts and digds in the financial statements. An a
also includes assessing the accounting princied and significant estimates made by managenenelaas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements refer@alove present fairly, in all material respedts, financial position of Vical Incorporated at
December 31, 2013 and 2012, and the results opisations and its cash flows for each of the tlgezers in the period ended December 31,
2013, in conformity with U.S. generally acceptedamting principles.

As discussed in Note 1 to the financial statemehesCompany changed its method of accountingeieemue recognition as a result of the
adoption of the amendments to the FASB Accountitagn@ards Codification resulting from Accountingr®tards Update No. 2009-13,
Revenue Recognition (Topic 605): Mult-Deliverable Revenue Arrangementffective January 1, 2011.

We also have audited, in accordance with the stasdz the Public Company Accounting Oversight Bo@snited States), Vical
Incorporated’s internal control over financial refirog as of December 31, 2013, based on critetibished in Internal Control—Integrated
Framework issued by the Committee of Sponsoringa@imgtions of the Treadway Commission (1992 franrkjvand our report dated
February 14, 2014 expressed an unqualified opitfiereon.

/sl Ernst & Young LLP

San Diego, California
February 14, 2014
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VICAL INCORPORATED

BALANCE SHEETS
(in thousands, except per share data)

December 31

2013
ASSETS
Current assett
Cash and cash equivale $ 38,83
Marketable securities, availa-for-sale 11,54:
Restricted cas 3,11¢
Receivables and other ass 4,59(
Total current asse 58,08’
Long-term investment 1,98(
Property and equipment, r 3,93¢
Intangible assets, n 1,97
Other asset 37¢
Total asset $ 66,35!
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payable and accrued expel $ 3,50
Deferred revenu 15C
Total current liabilities 3,65:
Long-term liabilities:
Deferred ren 1,28¢
Commitments and contingencies (Notes 6 an
Stockholder' equity:
Preferred stock, $0.01 par value, 5,000 share®egréd, none issued and outstanc —
Common stock, $0.01 par value, 160,000 shares ardiolp 86,778 and 86,136 shares issued anc
outstanding at December 31, 2013 and 2012, respéc 86¢
Additional paic-in capital 439,70t
Accumulated defici (379,179
Accumulated other comprehensive inca 11
Total stockholder equity 61,41:
Total liabilities and stockholde’ equity $ 66,35!

See accompanying notes to financial statements
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2012

$ 43,15¢
37,63¢
3,05¢
2,152
86,00¢
2,22
5,28¢
2,81:

191

$ 5,62¢
15C
5,77¢

1,65

861
435,91
(347,93)
247
89,08¢

$ 96,52



Table of Contents

VICAL INCORPORATED

STATEMENTS OF OPERATIONS
(in thousands, except per share data)

Year ended December 31

2013 2012 2011
Revenues

Contract and grant reven $ 5,84¢ $ 6,17¢ $ 4,227

License and royalty reveni 1,872 11,34: 25,79¢
Total revenue 7,71¢ 17,51¢ 30,01¢
Operating expense

Research and developmt 14,55¢ 17,34( 17,97t

Manufacturing and productic 12,69¢ 13,05¢ 10,267

General and administrati 11,81« 10,55' 9,569¢
Total operating expens: 39,07( 40,95: 37,84(
Loss from operation (31,357 (23,439 (7,822
Other income (expense

Investment and other income, | 114 534 53¢
Net loss $(31,239) $(22,899) $(7,287)
Basic and diluted net loss per sh $ (0.3 $ (0.2%) $ (0.10)
Weighted average shares used in computing basidiaurtdd net loss per sha 86,84( 85,96¢ 72,03:

See accompanying notes to financial statements
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Net loss
Other comprehensive los

VICAL INCORPORATED

STATEMENTS OF COMPREHENSIVE LOSS
(in thousands)

Unrealized (losses) gains on availi-for-sale and lon-term marketable securitie
Unrealized (losses) gains arising during holdingqek
Less: Reversal of unrealized gains in accumulatieercomprehensive income upon the s

of long-term marketable securitit
Other comprehensive (loss) incol
Total comprehensive lo!

See accompanying notes to financial statements
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Year ended December 31
2013 2012 2011

$(31,239)  $(22,899) (7,289

(23€) 257 10¢
— (590) —
(236) (339 10¢

$(31,479  $(23,23)  $(7,179
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Balance at January 1, 2011

Net loss

Other comprehensive incor

Exercise of stock options and issuance of
common stock underlying restricted stock
units

Non-cash compensation expense related ti
grant of equity based compensat

Balance at December 31, 20

Net loss

Other comprehensive lo

Issuance of common sto

Exercise of stock options and issuance of
common stock underlying restricted stock
units

Non-cash compensation expense related ti
grant of equity based compensat

Balance at December 31, 20

Net loss

Other comprehensive lo

Exercise of stock options and issuance of
common stock underlying restricted stoc
units

Non-cash compensation expense related to
grant of equity based compensat

Balance at December 31, 20

VICAL INCORPORATED

STATEMENTS OF STOCKHOLDERS'’ EQUITY
FOR EACH OF THE THREE YEARS IN THE PERIOD ENDED DEC EMBER 31, 2013
(in thousands)

Common Stock

Accumulated Other

Total

Number of Additional Accumulated Stockholders’
Paid-in Comprehensive

Shares Amount Capital Deficit Income/(loss) Equity
71,64( $ 71€ $380,92¢ $(317,75) $ 472 $ 64,36:
— — — (7,289 — (7,282
— — — — 10¢€ 10¢
275 3 52 — — 5E
— — 3,10¢€ — — 3,10¢
71,918 71¢ 384,08 (325,03)) 58C 60,34¢
= = = (22,899 = (22,899
— — — — (339 (339)
13,90¢ 13¢ 48,57( — — 48,70¢
314 3 (32) — — (29)
— — 3,29( — — 3,29(
86,1 3¢ 861 435,91! (347,93) 247 89,08¢
- - - (31,239 - (31,239
_ _ — (23€) (23€)
64z 7 327 — — 334
_ — 3,46¢ — — 3,46¢
86,77¢ $ 86¢ $439,70¢ $(379,17) $ 11 $ 61,41

See accompanying notes to financial statements
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STATEMENTS OF CASH FLOWS
(in thousands)

Cash flows from operating activitie
Net loss
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic
Write-off of abandoned patents and licensed technc
Gain on sale of property and equipm
Compensation expense related to stock options wadia
Changes in operating assets and liabilit
Receivables and other ass
Accounts payable and accrued expet
Deferred revenu
Deferred ren
Net cash used in operating activit
Cash flows from investing activitie
Proceeds from the sale of marketable secul
Maturities of marketable securiti
Purchases of marketable securi
Purchases of property and equipir
Proceeds from the sale of property and equipt
Patent and licensed technology expendit
Net cash provided by (used in) investing activi
Cash flows from financing activitie
Net proceeds from issuance of common s
Payment of withholding taxes for net settlementestricted stock unit
Net cash provided by financing activiti

Net (decrease) increase in cash and cash equis
Cash and cash equivalents at beginning of

Cash and cash equivalents at end of "

See accompanying notes to financial statements
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Year ended December 31

2013 2012 2011

$(31,239  $(22,899 $ (7,289
2,21¢ 2,32¢ 2,507
88¢ 71 75

(7 9 —
3,46¢ 3,29( 3,10¢
(2,626) 977 (1,929)
(2,185 (792) (51)
61 51 99
(36€) (247) (169
(29,799 (17,230 (3,639

— 3,75( —
30,97+ 22,15; 20,22(
(5.13) (51,847 (24,59
(332) (64€) (25€)

49 9 —
(412) (409) (40€)
25,14; (26,98 (5,040
81€ 48,93: 214
(482) (259) (159
334 48,68( 55
(4,322) 4,46 (8,624)
43,15¢ 38,69¢ 47,32
$38,837  $43,15¢  $38,60¢
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VICAL INCORPORATED
NOTES TO FINANCIAL STATEMENTS

1. Organization and Summary of Significant Accountig Policies
Organization and Business Activity

Vical Incorporated, or the Company, a Delaware emfion, was incorporated in April 1987 and hasaded substantially all of its
resources since that time to its research and digwvent programs. The Company researches and devalmgharmaceutical products basec
its patented DNA delivery technologies for the mnetion and treatment of serious or life-threaterdisgases.

All of the Company’s potential products are in @sh and development phases. No revenues havegbaerated from the sale of any
such products, nor are any such revenues expemted feast the next several years. The Compamseavenue from research and
development agreements with pharmaceutical colabms and grant and contract arrangements withrgovent entities. Most of the
Company’s product candidates will require significadditional research and development effortduding extensive preclinical and clinical
testing. All product candidates that advance toicdil testing will require regulatory approval prto commercial use, and will require
significant costs for commercialization. There t@no assurance that the Company’s research aetbgevent efforts, or those of its
collaborators, will be successful. The Company et continue to incur substantial losses andyeoerate positive cash flows from
operations for at least the next several yearsaddoirance can be given that the Company can gerserfficient product revenue to become
profitable or generate positive cash flows fromragiens.

Basis of Presentatio

These financial statements are prepared in confgnmith accounting principles generally acceptethia United States of America. The
Company has evaluated all subsequent events thtbegtate and time its financial statements wengeid. The accompanying cash flow
statements for the years ended December 31, 2@lPecember 31, 2011 contain a reclassificatioreafain amortization expenses from
investment activities to operating activities tofm to the current year presentation.

Use of Estimates

The preparation of financial statements in confoymiith accounting principles generally acceptethia United States requires
management to make informed estimates and assursjttiat affect the amounts reported in the findrste&ements and disclosures made in
the accompanying notes. Actual results could diffeterially from those estimates.

Cash, Cash Equivalents and Marketable Securities

Cash and cash equivalents consist of cash andyHighld securities with original maturities at thate of acquisition of ninety days or
less and can be liquidated without prior noticpenalty. Investments with an original maturity obma than ninety days are considered
marketable securities and have been classifieddnjagement as available-for-sale. These investraeatslassified as current assets, even
though the stated maturity date may be one yearooe beyond the current balance sheet date whilgltt® management’s intention to use the
proceeds from sales of these securities to fungpiésations, as necessary. Such investments aredcat fair value, with unrealized gains and
losses included as a separate component of statskisbkbquity. Realized gains and losses from the a&faavailable-for-sale securities or the
amounts, net of tax, reclassified out of accumdlatther comprehensive income (loss), if any, aterd@ned on a specific identification basis.
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Restricted Cash and Marketable Securi

The Company is required to maintain a letter oflitreecuring an amount equal to twelve months efdirrent monthly installment of
base rent for the term of the lease for its faesitwhich ends in August 2017. Under certain ecirstances the Company may be able to
eliminate the need for the letter of credit. At Betber 31, 2013 and 2012, restricted cash of $3lbmand $3.1 million, respectively, was
pledged as collateral for the letter of credit.

Concentrations of Credit Risk

Financial instruments that potentially subject @@npany to significant concentrations of credik kensist primarily of cash equivaler
marketable securities and receivables. The Comjpaegts its excess cash in debt instruments ohéiz institutions and of corporations with
above average credit ratings, in U.S. governmeligations, and in money market funds and certiisatf deposits at financial institutions.

Property and Equipmel

Property and equipment is recorded at cost ancedigtion is computed using the straight-line metbeer the estimated useful lives of
the assets. Assets acquired pursuant to capitd E@angements and leasehold improvements ardizedausing the straight-line method over
the shorter of the life of the remaining lease tenthe remaining useful life of the asset. Mantifdng equipment has estimated useful live
ten years. All other property and equipment havienesed useful lives of 3 to 5 years. Maintenane i@pairs of property and equipment are
expensed as incurred.

Intangible Asset

Intangible assets include licensed technology sigimid certain costs related to patent applicatibims.Company capitalizes license fees
paid to acquire access to proprietary technologlyeftechnology is expected to have alternativeréutise in multiple research and developr
projects. The cost of licensed technology rightnmrtized using the straight-line method overasgmated useful life of the technology.
Certain costs related to patent applications arerémed over the estimated economic lives of themts, which is generally 20 years and
typically commences at the time the patent appdoas filed. As of December 31, 2013, the weighéwdrage amortization period of
capitalized patent costs is approximately 10 yeansortization expense for licensed technology ampitalized patent cost is included in
research and development expenses.

Impairment of Lon-lived Assets

The Company reviews lonlgred assets for impairment at least annually, taubyr for intangible assets, and whenever eventhanges i
circumstances indicate that the carrying amouino@isset may not be recoverable. Should an impafrexést, the impairment loss would be
measured based on the excess of the carrying ambthe asset over the asset’s estimated fair vahgethe loss recognized in current
earnings. The Company recognized research andajeweht expense of approximately $0.9 million, $fillion and $0.1 million for the yea
ended December 31, 2013, 2012 and 2011, respsgtreddted to patents and licensed technology fuckvthe value was deemed to be
impaired. The Company believes the future cashdltimbe received from its remaining long-lived ¢s9éll exceed the assets’ carrying value,
and accordingly has not recognized any additiangkirment losses.
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Revenue Recognitic

Revenue is recognized when the four basic critefri@venue recognition are met: (1) persuasiveendd of an arrangement exists;
(2) delivery has occurred or services renderedth@Xee is fixed or determinable; and (4) collbiity is reasonably assured. Certain of the
Company’s revenue is generated through manufagteontracts and stand-alone license agreements.

The Company has entered into multiple-element gearents. In order to account for the multiple-elet@grangements, the Company
identifies the deliverables included within the@agment and evaluates which deliverables represpatate units of accounting. Analyzing the
arrangement to identify deliverables requires the af judgment, and each deliverable may be agatidin to deliver services, a right or
license to use an asset, or another performanaatibh.

Multiple-element arrangements after January 1, 2011

Effective January 1, 2011, the Company followsghmvisions of ASU No. 2009-13 for all multiple elent agreements, including
contract manufacturing, contract services and feeagreements. Under the revised guidance, theedstdi item(s) has value to the customer o
a standalone basis and, if the arrangement incladgseral right of return relative to the deliveitem, delivery or performance of the
undelivered item(s) is considered probable andtanbally in the Company’s control.

A delivered item is considered a separate unitobanting when the delivered item has value tgoiéner on a standalone basis based
on the consideration of the relevant facts anduairstances for each arrangement. Factors considetieid determination include the research
capabilities of the partner and the availability@$earch expertise in this field in the generalketplace. Arrangement consideration is
allocated at the inception of the agreement tadelttified units of accounting based on their ietaselling price. The relative selling price for
each deliverable is determined using vendor spesffjective evidence, or VSOE, of selling pricehord-party evidence of selling price if
VSOE does not exist. If neither VSOE nor third-gavtidence of selling price exists, the Companyslitebest estimate of the selling price for
the deliverable. The amount of allocable arrangdroensideration is limited to amounts that aredixe determinable. The consideration
received is allocated among the separate unitsafuating, and the applicable revenue recogniti@erea are applied to each of the separate
units. Changes in the allocation of the sales preteveen delivered and undelivered elements caadimpvenue recognition but do not change
the total revenue recognized under any agreenfdatts and circumstances dictate that the licérasestandalone value from the undelivered
items, which generally include research and devetnt services and the manufacture of drug prodtiedjcense is identified as a separate
unit of accounting and the amounts allocated tditlemse are recognized upon the delivery of tbenise, assuming the other revenue
recognition criteria have been met. However, ifdhgounts allocated to the license through theivelaelling price allocation exceed the
upfront license fee, the amount recognized uporétieery of the license is limited to the upfrdeé received. If facts and circumstances
dictate that the license does not have standalale vthe transaction price, including any upfia@nse fee payments received, are allocated
to the identified separate units of accounting mmbgnized as those items are delivered.

The terms of the Company’s partnership agreementsdge for milestone payments upon achievemenedfm regulatory and
commercial events. Effective January 1, 2011, tom@any adopted on a prospective basis the Milegiathod of accounting under ASU
2010-17. Under the Milestone Method, the Companggaizes consideration that is contingent uporatttéevement of a milestone in its
entirety as revenue in the period in which the stdae is achieved only if the milestone is substarih its entirety. A milestone is considered
substantive when it meets all of the following thaziteria: 1) The consideration is commensurate wither the entity’s performance to
achieve the milestone or the enhancement of theevaithe delivered
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item(s) as a result of a specific outcome resultiog the entity’s performance to achieve the nidas, 2) The consideration relates solely to
past performance, and 3) The consideration is nedme relative to all of the deliverables and paytterms within the arrangement. A
milestone is defined as an event (i) that can belachieved based in whole or in part on eitheetitity’s performance or on the occurrence o
a specific outcome resulting from the entity’s pemniance, (ii) for which there is substantive uraiety at the date the arrangement is entered
into that the event will be achieved and (iii) thaduld result in additional payments being dueh® Company.

Multiple-element arrangements prior to January 1, 2011

Prior to adopting the revised multiple element gnick on January 1, 2011, the Company analyzeduitipie element arrangements to
determine whether the identified deliverables cdaddaccounted for individually as separate uni@azbunting. The delivered item(s) were
considered a separate unit of accounting if atheffollowing criteria were met: (1) the deliveriéein(s) has value to the customer on a
standalone basis; (2) there is objective and reliabidence of the fair value of the undeliveredhifs); and (3) if the arrangement includes a
general right of return relative to the deliverti, delivery or performance of the undeliverechigg) is considered probable and substantially
in the Company’s control. If these criteria weré met, the deliverable was combined with othendglbles in the arrangement and accounte
for as a combined unit of accounting.

Contract Services, Grant and Royalty Revenue

The Company recognizes revenues from contractcsenadnd federal government research grants duréngeriod in which the related
expenditures are incurred and related paymenthéme services are received or collection is resslgrassured. Royalties to be received bi
on sales of licensed products by the Company’sipestincorporating the Company’s licensed technobog recognized when received.

Accruals for Potential Disallowed Costs on Governifgontracts

The Company has contracts with U.S. governmenta@gsminder which it bills for direct and indirectsts incurred. These billed costs
subject to audit by government agencies. The Cogpatablished accruals of approximately $49,068aah of December 31, 2013 and 2012
to provide for potential disallowed costs. In tivem that the final costs allowed are differentiravhat the Company has estimated, the
Company may need to make a change in its estinaatdal, which could also affect its results ofrapiens and cash flow.

Research and Development Cc

Research and development costs are expensed asthdResearch and development costs include sslanid personnel-related costs,
supplies and materials, outside services, costsrducting preclinical and clinical trials, fadiis costs and amortization of intangible assets.
The Company accounts for its clinical trial cosgselstimating the total cost to treat a patientanheclinical trial, and accruing this total cost fo
the patient over the estimated treatment periodgiwtorresponds with the period over which the isevare performed, beginning when the
patient enrolls in the clinical trial. This estiradtcost includes payments to the site conductiegrthl, and patient-related lab and other costs
related to the conduct of the trial. Cost per patiaries based on the type of clinical trial, $ite of the clinical trial, the method of
administration of the treatment, and the numbdrezftments that a patient receives. Treatment gexiary depending on the clinical trial. The
Company makes revisions to the clinical trial asttimates in the current period, as clinical trfalsgress.
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Manufacturing and Production Cos

Manufacturing and production costs include expensiased to manufacturing contracts and expenseatdoproduction of plasmid DNA
for use in the Company’s research and developnfiarte Manufacturing expenses related to manufaogucontracts are deferred and
expensed when the related revenue is recognizeduBtion expenses related to the Company’s reseattiievelopment efforts are expensec
as incurred.

Net Loss Per Shai

Basic and diluted net loss per share has been dethpsing the weighted-average number of sharesrofnon stock outstanding during
the period. The weighted-average number of shared to compute diluted loss per share excludesissiymed exercise of stock options, and
the assumed issuance of common stock under restisovck units, or RSUs, as the effect would belduive. Common stock equivalents of
0.9 million, 1.4 million and 1.4 million for the ges ended December 31, 2013, 2012 and 2011, respectvere excluded from the calculati
because of their antidilutive effect.

Fair Value of Financial Instrumen

The carrying amounts of cash, cash equivalentBjatesl cash, marketable securities, receivablemunts payable and accrued expense
at December 31, 2013 and 2012, are considerecotmdmate fair value because of the short termneadfi those items.

Income Taxe

The impact of an uncertain income tax positiontmihcome tax return must be recognized at thesirgmount that is more-likely-than-
not to be sustained upon audit by the relevanhtpauthority. An uncertain income tax position widlt be recognized if it has less than a 50%
likelihood of being sustained. There were no ungaded tax benefits recorded by the Company akeoflite of adoption in 2007. There are
no unrecognized tax benefits included in the baateets that would, if recognized, affect theatiffe tax rate.

Deferred income taxes result primarily from tempypmdifferences between financial and tax reportidgferred tax assets and liabilities
are determined based on the difference betweefintdecial statement bases and the tax bases dbasse liabilities using enacted tax rates. A
valuation allowance is established to reduce ardEfdax asset to the amount that is expected tikalg than not to be realized.

Comprehensive Loss

Comprehensive loss consists of net loss and cesteainges in equity that are excluded from net I6ssnprehensive loss for the years
ended December 31, 2013, 2012 and 2011, has béected in the accompanying Statements of Compratienoss. Accumulated other
comprehensive income (loss), which is includedatlholders’ equity, represents unrealized gairtslasses on marketable securities.

Business Segmer

The Company operates in one business segment, vghigthin the United States, and is dedicatecesearch and development of DNA
delivery technology.
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Stock-Based Compensation

The Company records its compensation expense asstevith stock options and other forms of equagnpensation based on their fair
value at the date of grant using the Black-Schdeston option pricing model. Stodkased compensation includes amortization relatstbu
option awards based on the estimated grant datedhie. Stock-based compensation expense relat&ddk options includes an estimate for
forfeitures and the portion that is ultimately eggel to vest is recognized ratably over the vegtigrgpod of the option. In addition, the
Company records expense related to RSUs granted lossthe fair value of those awards on the grate.drhe fair value related to the RSUs
is amortized to expense over the vesting term agdhawards. Stock-based compensation expensedridd®SUs includes an estimate for
forfeitures and the portion expected to vest iogaized over the expected term of the award usiagtraight-line method. The expected
forfeiture rate of all equity based compensatiobased on observed historical patterns of the Cagip@mployees and is estimated to be
11.2% annually for each of the years ended DeceBihe2013, 2012 and 2011.

The fair value of each option award is estimatedhendate of grant using the Black-Scholes-Mertaluation model using the
assumptions noted in the following table. The exgedife of options is based on the Company’s olesthistorical exercise patterns. The
expected volatility of stock options is based ugfumhistorical volatility of the Company’s stockremensurate with the expected life of the
option. The risk-free interest rate is based onirtif@ied yield on a U.S. Treasury zetoupon issue with a remaining term equal to theeetqe
term of the option. The dividend yield reflectsttttee Company has not paid any cash dividends smeption and does not intend to pay any
cash dividends in the foreseeable future.

Years Ended December 31

2013 2012 2011
Assumptions:
Assumed ris-free interest rat 1.14% 0.80% 1.90%
Assumed volatility 72% 72% 68%
Average expected option li 45year 45year 4.5year

Expected dividend yiel — — _

Recent Accounting Pronounceme

Effective January 1, 2013, the Company adopted eting Standards Update, or ASU, No. 2013-02, “Ripg of Amounts
Reclassified out of Accumulated Other Comprehenkigeme.” The adoption of ASU No. 2013-02 concasresentation and disclosure only
and did not have an impact on the Company’s firamsition or results of operations. The Compdeygted to present the information
required by ASU No. 2013-02 in the Statements ah@ehensive Loss.

2. Short-Term Marketable Securities
The following is a summary of short-term marketad®eurities classified as available-for-sale (mugands):

Amortized .
Unrealized
Unrealized Market
December 31, 201 Cost Gain Loss Value
U.S. treasuries $ 1,50( $ 3 $ — $1,50:
Governmer-sponsored enterprise securit 4,50( — — 4,50(
Corporate bond 4,85: — — 4,85:
Certificates of depos 68E — — 68E
$11,53¢ $ 3 $ — $11,54:

59



Table of Contents

VICAL INCORPORATED
NOTES TO FINANCIAL STATEMENTS—(Continued)

Amortized .
Unrealized
Unrealized Market
December 31, 201 Cost Gain Loss Value
U.S. treasuries $10,13¢ $ : $ — $10,13¢
Governmer-sponsored enterprise securit 15,501 — 1 15,50¢
Corporate bond 11,50¢ — 8 11,50:
Certificates of depos 49€ — — 49€
$37,64. $ 1 $ 9 $37,63¢

At December 31, 2013, $4.2 million of these semsitvere scheduled to mature outside of one ydearelwere no net realized gains
(losses) on sales of available-for-sale securitiethe years ended December 31, 2013, 2012 antl. 20dne of these investments have been i
a continuous unrealized loss position for more thamonths as of December 31, 2013 and 2012.

3. Long-Term Investments

As of December 31, 2013, the Company held an auctite security with a par value of $2.5 milliorhid auction rate security has not
experienced a successful auction since the liquigiiues experienced in the global credit and abpiarkets in 2008. As a result the security i
classified as a long-term investment as it is saletito mature in 2038. The security was rated BBB-6tandard and Poor’s as of
December 31, 2013. The security continues to payest according to its stated terms.

The valuation of the Company’s auction rate segusisubject to uncertainties that are difficuljpr@dict. The fair value of the security is
estimated utilizing a discounted cash flow analyEie key drivers of the valuation model include éxpected term, collateral underlying the
security investment, the creditworthiness of thenterparty, the timing of expected future cash #pdiscount rates, liquidity and the expectec
holding period. The security was also compared,ngassible, to other observable market data fauritees with similar characteristics. Based
on the valuation of the security, the Company leasgnized cumulative losses of $0.5 million as e€&nmber 31, 2013, none of which were
realized during the year ended December 31, 200i8 Idsses when recognized are included in invedtara@hother income. The market value
of the security has partially recovered. Includedther comprehensive (loss) income are unrealipsdes) gains of $(0.2) million, $0.1
million and $0.3 million for the years ended Decem®1, 2013, 2012 and 2011, respectively. As ofebewer 31, 2013, the Company had
recorded cumulative unrealized gains of $0.2 millibhe resulting carrying value of the auction sgeurity at December 31, 2013, was
$2.0 million. Any future decline in market value yn@sult in additional losses being recognized.

4. Fair Value Measurements

The Company measures fair value as an exit peggesenting the amount that would be receivedit@aseasset or paid to transfer a
liability in an orderly transaction between marRatticipants at the measurement date. As suchvdiie is a market-based measurement that
should be determined based on assumptions thaetaakticipants would use in pricing an assetatility. Fair value measurements are bz
on a three-tier fair value hierarchy, which prizes the inputs used in measuring fair value devia!:

. Level 1: Observable inputs such as quoted pricestive markets
. Level 2: Inputs, other than the quoted prices tivaanarkets, that are observable either direatlndirectly; anc

. Level 3: Unobservable inputs for which there iddibr no market data, which require the reporéngty to develop its own
assumptions

60



Table of Contents

VICAL INCORPORATED
NOTES TO FINANCIAL STATEMENTS—(Continued)

Cash equivalents, marketable securities and lomg-t@vestments measured at fair value are cladsifi¢he table below in one of the
three categories described above (in thousands):

Fair Value Measurements

December 31, 201! Level 1 Level 2 Level 3 Total

Certificates of deposit $ 68t $ — $ — $ 68t
Money market fund 2,27¢ — — 2,27¢
U.S. treasurie 1,50z — — 1,50z
Corporate bond — 4,85: — 4,85:
Governmer-sponsored enterprise securit — 4,50( — 4,50(
Auction rate securitie — — 1,98( 1,98(

$ 4,46¢ $ 9,35¢ $1,98( $15,79¢

Fair Value Measurements

December 31, 201 Level 1 Level 2 Level 3 Total

Certificates of deposit $ 49¢€ $ — $ — $ 49¢€
Money market fund 18,50( — — 18,50(
U.S. treasurie 10,13¢ — — 10,13¢
Corporate bond — 11,50: — 11,50:
Governmer-sponsored enterprise securit — 15,50¢ — 15,50¢
Auction rate securitie — — 2,22¢ 2,22¢

$29,13: $27,00: $2,22¢ $58,36¢

The Company’s investments in U.S. treasury seestitiertificates of deposit and money market fiardsvalued based on publicly
available quoted market prices for identical sdmsias of December 31, 2013. The Company detesireefair value of other government-
sponsored enterprise related securities with tth@&valuations provided by third parties usingmretary valuation models and analytical
tools. These valuation models and analytical tasks market pricing or similar instruments thattawth objective and publicly available,
including matrix pricing or reported trades, benelnknyields, broker/dealer quotes, issuer spreagsstded markets, benchmark securities,
bids and/or offers. The Company validates the valna received from its primary pricing vendors itsrlevel 2 securities by examining the
inputs used in that vendor’s pricing process artdrd@nes whether they are reasonable and observitidgeCompany also compares those
valuations to recent reported trades for thoserg@xsi The Company did not adjust any of the vadures received from these third parties with
respect to any of its level 2 securities at Decam3fie2013. The valuation of the Company’s investhie auction rate securities is more fully
described in Note 3.

Activity for assets measured at fair value usirgiicant unobservable inputs (Level 3) is preséritethe table below (in thousands):

Balance at December 31, 20 $2,22¢
Total net realized gains included in earni —
Total net unrealized losses included in other cahensive incom (24%)
Net transfers in and/out of Leve —

Balance at December 31, 20 $1,98(

Amount of total losses for the period included &t loss attributable to the change in unrealizeédsger losses relating to assets
still held at December 31, 20: $ —
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Total cumulative unrealized losses of $0.5 millielate to Level 3 assets still held as of Decen®ie2013, none of which were

recognized during the years ended December 31, 2012 and 2011. The losses, when recognizednekgdied in investment and other
income.

5. Other Balance Sheet Accounts
Property and equipment consisted of the followinBecember 31 (in thousands):

2013 2012
Equipment $ 18,027 $ 19,66(
Leasehold improvemen 8,04¢ 7,997

26,07t 27,65
Less accumulated depreciation and amortize (22,140 (22,369

$ 3,93t $ 5,28/

Depreciation and amortization of equipment anddbakl improvements for each of the years endedbkee31, 2013, 2012 and 2011,
was $1.6 million.

Intangible assets consisted of the following até»aloer 31 (in thousands):

2013 2012
Licensed technology rights $ — $ 4,01¢
Patent application cos 3,96¢ 6,42(
3,96¢ 10,43t

Accumulated amortization licensed technology ri¢ — (3,93))
Accumulated amortization patent co 1,996 (3,699
$1,972 $ 2,818

Amortization of licensed technology rights and paipplication costs for the years ended Decembg2@®13, 2012 and 2011, was $0.4
million, $0.4 million and $0.7 million, respectiyelEstimated annual amortization for these assetsdch of the years in the period from 2014
to 2018 is approximately $0.2 million.

Accounts payable and accrued expenses consisthd &@dllowing at December 31 (in thousands):

2013 2012
Employee compensation $1,587 $3,85¢
Clinical trial accruals 347 66C
Accounts payabl 39t 377
Deferred ren 36¢ 307
Pos-termination benefit accru: 36¢ —
Other accrued liabilitie 43€ 427

$3,50:¢ $5,62¢
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6. Significant Contracts, Grants, License and Roy&} Agreements
Contract and Grant Agreements
Astellas

In July 2011, the Company entered into licenseegents with Astellas Pharma Inc., or Astellas, inanAstellas exclusive, worldwide,
royalty-bearing licenses under certain of the Camyfsaknow-how and intellectual property to develoll commercialize certain products
containing plasmids encoding certain forms of giyotein B and/or phosphoprotein 65, including ASP®hut excluding CyMVectin™.
Under the agreements, Astellas is responsiblenfoiioridwide development and commercializationrofpicts in the licensed field, at its
expense, and has agreed to use commercially rdalsaeféorts to develop, obtain regulatory apprdealand commercialize at least one
licensed product for use in certain immunocompreushigatients in the licensed field in the Unitedt&tand certain other major markets. Ui
the terms of the license agreements, Astellasgaignrefundable upfront license fee of $25.0 nmillio

In 2012, the Company received a $10.0 million ntdes payment upon finalization of the trial designa Phase 3 registration trial of
ASP0113 in hematopoietic stem cell transplant fenig. The Company is also entitled to receivetamtil cash payments potentially totaling
$95.0 million for achievement of certain milestotl@®ugh commercial launch and to receive doubfgt-dbyalties on net sales of products. In
addition, the Company has an option to co-prom@®®@113 in the United States. Under the terms applg and services agreement entered
into by the Company and Astellas on the same tladeCompany agreed to perform certain developmaht@gulatory activities, at Astellas’
expense, and to supply licensed products to AstedlieAstellas’ expense, for use in developmentimitidl commercialization activities in the
licensed field.

In August 2012 the Company amended its licensesapgly agreements with Astellas to, among othegthi extend the time period that
the Company is obligated to supply licensed prcglfat commercial use to Astellas, at Astellaspense, modify the allocation of $95.0 mill
of milestone payments among certain milestonesifireommercial launch and modify the structurehefroyalties on net sales from a fixed
double digit royalty to tiered double digit royaki.

The Company identified the deliverables at the ptica of the agreements. The Company has deterntire¢dhe license and related
know-how, the development and regulatory servicesthe drug product supply individually represesgagate units of accounting, because
each deliverable has standalone value. The béstaget! selling prices for these units of accountirsg determined based on market
conditions, the terms of comparable collaborativarsgements for similar technology in the pharmécaliand biotechnology industry and
entity-specific factors, such as the terms of then@any’s previous collaborative agreements, the @2o's pricing practices and pricing
objectives and the nature of the research and olevednt services to be performed for the partnee. drfhangement consideration was allocate
to the deliverables based on the relative sellimgepmethod.

The amount of allocable arrangement considerasidimited to amounts that are fixed or determinathlerefore, the amount allocated to
the licenses was limited to the extent of cashivede As a result, during the years ended Decer@bg2013, 2012 and 2011, the Company
recognized $0.7 million, $10.7 million and $25.3lion, respectively, related to the license fee kndw-how. The Company will recognize 1
amounts allocated to research and developmentssras revenues under the agreements as the davezks are delivered and as
reimbursements are received. During the years eBdedmber 31, 2013, 2012 and 2011, the Compangnéed $4.4 million, $3.9 million
and $2.7 million, respectively, of revenue relatedontract services delivered. The Company wibgnize as revenue the amounts allocated
to the sales of drug product when the sale ofdhag product has met all required specifications e related title and risk of loss and
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damages have passed to Astellas. During the yadedleDecember 31, 2013, 2012 and 2011, the Conmeangnized $1.2 million, $1.8
million and $0.0 million, respectively, of reventgated to drug product delivered. The Companyigside to receive additional cash payme
upon the achievement of specified regulatory amdmercial milestones. The Company has determinddetich of the regulatory and
commercial milestones meets the definition of aestdne and that each milestone is substantivecordance with the milestone method of
revenue recognition. Accordingly, the Company expéz recognize such regulatory and commercialstulee payments as revenues unde
agreements upon achievement of each milestone.

Government Grants

In 2008, the Company was awarded a two-year, $8lidmPhase Il Small Business Technology Trangfiemt from the National
Institute of Allergy and Infectious Diseases, 0 AND, of the National Institutes of Health, or NIRihe grant period was extended to allow
preclinical development to continue for a third yélzhe grant will fund the ongoing developmentted Companys immunotherapeutic plasn
DNA vaccine against herpes simplex virus type I8K-2. The Company recognized $0.2 million in rewe under this grant in 2011. No
revenue was recognized under this grant in 202DaP.

In 2007, the Company was awarded funding for eetlyesar, $6.0 million grant from the NIAID for dewpiment of a DNA vaccine
manufacturing process with the potential to prodeeeeral million doses of vaccines in a matterayfad The grant period was extended to
allow preclinical development to continue for arfibuyear. The Company recognized $0.9 million weraie under this grant in 2011. No
revenue was recognized under this grant in 202DaP.

In-licensing Agreements
City of Hope

In 2003 the Company licensed from the City of Hopean exclusive basis various U.S. patents thatigieqprotection for CMV-related
polynucleotide based vaccines, including TransWaxnd @yMVectin™ vaccine candidates. The agreementespipon the last to expire of
the patent rights licensed by the Company undeagineement, unless earlier terminated as setifottie agreement. The City of Hope may
terminate the agreement early, in accordance vaititce provisions set forth in the agreement, if @f@mpany ceases to operate, fails to make
payments when due or materially breaches the agnetei@ubject to certain conditions, the Company teayinate the agreement early at any
time upon prior written notice to the City of Hofgéhe Company is also obligated to pay a low doulid-percentage of any payments it
receives from the sub-license of products thatrimo@te the licensed technology. The Company eEdCity of Hope $0.1 million, $2.6
million and $2.0 million under the agreement fae tlears ended December 31, 2013, 2012 and 20pEctasly.

CytRx

In 2001, the Company entered into an exclusiveeagest with CytRx which grants to the Company théts to use or sublicense
CytRx’s poloxamer technology to enhance viral on+vgal delivery of polynucleotides in all prevergiand therapeutic human and animal
health applications, including CMV. The agreemewi@des applications for four infectious diseasecuge targets that had been licensed to
Merck and prostate-specific membrane antigen. thtiad, the agreement permits the Company’s ugeytiRx’s technology to enhance the
delivery of proteins in prime-boost vaccine apgii@as that involve the use of polynucleotides. Astpf the agreement, the Company made a
$3.8 million up-front payment and agreed to makeepial future milestone and royalty payments. Titense fee is fully amortized as of
December 31, 2013.
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Wisconsin Alumni Research Foundation License Ageaém

The Company has a research and exclusive licemseragnt with the Wisconsin Alumni Research Foundatr WARF, for continuing
research and license rights to technology relaid?iNA delivery. The agreement grants the Compaeyrigiht to commercialize any product
derived from specified technology. The fees paidigyCompany under this agreement are expensedasad.

Under the Merck, Sanofi, Merial and Aqua Healthesgnents, the Company is required to pay up to 108értain initial upfront
monetary payments, and a small percentage of soyadty payments, to the WARF. The CytRx, and otleense agreements require the
Company to make payments if the Company or itsiseisees advance products through clinical devedopnfror programs developed with
the support of U.S. government funding, the U.Segoment may have rights to resulting products exittpayment of royalties.

Milestone Payment

The Company may be required to make future paynterits licensors based on the achievement of toiles set forth in various in-
licensing agreements. In most cases, these milegtayments are based on the achievement of devefamnregulatory milestones, including
the exercise of options to obtain licenses rel&tespecific disease targets, commencement of vapbases of clinical trials, filing of product
license applications, approval of product licerfsesy the FDA or a foreign regulatory agency, anel first commercial sale of a related
product. Payment for the achievement of milestameter the Company’s ilikeense agreements is highly speculative and stitjeer number ¢
contingencies.

The aggregate amount of additional milestone paysidat the Company could be required to pay uatierf its indicense agreements
place at December 31, 2013, is approximately $&#lin, of which approximately $7.7 million is &led to the Company’s independent
programs and corporate and government collabomatidrich are currently in clinical trials. These amts assume that all remaining milestc
associated with the milestone payments are méielevent that product license approval for anthefrelated products is obtained, the
Company may be required to make royalty paymenésidition to these milestone payments. AlthoughGbmpany believes that some of the
milestones contained in its in-license agreememtg @ achieved, it is highly unlikely that a sigraint number of them will be achieved.
Because the milestones are contingent the Comgamgtiin a position to reasonably estimate how mifieny, of the potential milestone
payments will ultimately be paid. Additionally, ugrdthe in-license agreements, many of the milestmeats are related to progress in clinical
trials which the Company estimates will take selvgears to achieve.

7. Commitments and Contingencies
Facility Leases

The Company is currently leasing its facility whicas approximately 68,400 square feet of manufexgguresearch laboratory and office
space. The lease expires in August 2017. The Coynimasithe option to renew the lease for three mafdit five-year periods beyond its
expiration.

The lease related to the facility is treated asgerating lease. The minimum annual rent on thiitfais subject to increases specified in
the lease. The Company is also required to paytamsurance and operating costs under the fatgiitye. The Company recognizes level
monthly rent for its facility lease over the entiease period. The monthly rent is calculated kgirsgithe total rent payments over the entire
lease period and then dividing the result by thal term of the lease. The $1.7 million differefeween the base rent paid and the rent
expensed through December 31, 2013 is recordedfaged rent in the balance sheet. Rent expendbdarears ended December 31, 2013,
2012 and 2011 was $2.8 million, $2.9 million anddiillion, respectively.
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At December 31, 2013, future minimum rental payraehte under the Company’s facilities lease weffelamvs (in thousands):

Year ending December 3

2014 $ 3,44¢
2015 3,51¢
2016 3,58¢
2017 2,42
2018 —
Thereatftel —
Total lease paymen $12,97(

Other Contingencies

In late October and early November 2013, two pugatiass action complaints were filed in the U.8tilixt Court for the Southern
District of California against the Company and aertof its current and former officers. In genethé complaints allege that the defendants
violated Sections 10(b) and 20(a) of the Securliieshange Act of 1934 by making materially falsd anisleading statements regarding the
Company’s business prospects and the prospectdlémectin ® , thereby artificially inflating the pré of the Company’s common stock. The
plaintiffs are seeking unspecified monetary damagpesother relief. On December 31, 2013, varioutgsafiled motions to consolidate the
cases and for appointment as lead plaintiff anda@ of lead counsel (“Motions to Consolidate”) h&aring on the Motions to Consolidate is
scheduled for February 14, 2014. The Company ptamgorously defend against the claims advancedhi& time, the Company is unable to
estimate possible losses or ranges of losses tming legal actions.

In the ordinary course of business, the Company Ibeapme a party to additional lawsuits involvingieas matters. The Company is
unaware of any such lawsuits presently pendingnatjéiwhich, individually or in the aggregate, @eemed to be material to the Company’s
financial condition or results of operations.

The Company prosecutes its intellectual propertgtes/igorously to obtain the broadest valid scigpéts patents. Due to uncertainty of
the ultimate outcome of these matters, the impadtiture operating results or the Company’s finahcondition is not subject to reasonable
estimates.

8. Stockholders’ Equity

As of the date of this filing the Company has da & shelf registration statement that allows itaise up to an additional $150.0 million
from the sale of common stock, preferred stockt deburities and/or warrants. Specific terms of affigring under the shelf registration
statements and the securities involved would bebéished at the time of sale.

In November 2012, the Company entered into an At-Wlarket Equity Offering Sales Agreement, or S&lgeeement, with Stifel,
Nicolaus & Company, Incorporated, or Stifel, unddrich the Company may issue and sell up to $5000@00f shares of its common stc
from time to time. Under the Sales Agreement, tbenany will set the parameters for the sale ofesancluding the number of shares to be
issued and any minimum price below which sales n@ybe made. Subject to the terms and conditiotiseoSales Agreement, shares may be
sold through Stifel acting as sales agent or dir¢otStifel acting as principal, by means of oy brokers’ transactions on the Nasdaq Globe
Market, in privately negotiated transactions oreottise at
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market prices prevailing at the time of sale, &tqw related to prevailing market prices or at tieged prices. Any sales other than by method:
deemed to be an “at the market” offering as defindgule 415 promulgated under the Securities Ad9383, as amended, or the Securities
Act, will require the Company'’s prior consent. Btifs obligated to use commercially reasonablereffim conducting sales activities consistent
with its normal trading and sales practices. ThesSAgreement may be terminated by the Company ppion notice to Stifel or by Stifel upc
prior notice to the company, or at any time undstain circumstances, including but not limitedtie occurrence of a material adverse chang
in the company.

The Sales Agreement provides that Stifel will batkenl to compensation for its services in an am@ir2.5% of the gross proceeds from
the sale of shares sold through Stifel under thesS&greement. The company has no obligation fcasgl shares under the Sales Agreement,
and may at any time suspend offers under the 3@eement. The Company agreed in the Sales Agreem@novide indemnification and
contribution to Stifel against certain liabilitigacluding liabilities under the Securities Act,dato reimburse Stifel for certain legal expenses
incurred in connection with the Sales Agreement.

In January 2012, the Company sold 13,333,334 sludiiesscommon stock in a public offering at a prio the public of $3.75 per share.
In February 2012, the Company sold an addition8l 358 shares pursuant to a partial exercise dfitiderwriters’ overallotment option at a
price to the public of $3.75 per share. Net prosdeain the offering, after deducting underwritingabunts and commissions and other
offering expenses payable by the Company, totad&d7dmillion. All of the shares of common stock weffered pursuant to two effective sl
registration statements.

9. Stock Based Compensation

The Company has a stock-based compensation plaighdescribed below. Total stock-based compemsatipense of $3.5 million,
$3.3 million and $3.1 million was recognized foe thears ended December 31, 2013, 2012 and 20pkctesly.

Total stock-based compensation expense was altbtatesearch and development, manufacturing asdiption and general and
administrative expense as follows (in thousands):

Year ended December 31

2013 2012 2011
Research and development $ 90¢ $1,03¢ $ 947
Manufacturing and productic 25¢ 207 16&
General and administratiy 2,30( 2,04¢ 1,994
Total stocl-based compensation expel $3,46¢ $3,29( $3,10¢
Cash received from RSU grants and options exer: $ 81€ $ 221 $ 212

Stock Incentive Plan

The Company has a stock incentive plan, under wh#H00,000 shares of common stock, subject tostrdgnt as provided in the plan,
are reserved for issuance to employees, non-empliiyectors and consultants of the Company. Asaxfdinber 31, 2013 there were
17,061,260 shares reserved for future issuancer tinelplan. The plan provides for the grant of iteee and nonstatutory stock options anc
direct award or sale of shares, including restiigimck. The exercise price of stock options mgsteéat least the fair market value of the
underlying common stock on the date of grant. Tlagimum term of options granted under the plan
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is ten years. Except for annual grants to non-eyg@alirectors which vest at the next annual megtipions generally vest 25% on the first
anniversary of the date of grant, with the balaresting quarterly over the remaining three yeahe plan also limits the number of options
that may be granted to any plan participant imglsicalendar year to 1,300,000 shares.

The Company has granted RSUs to executive officéhgr executives, and employees under the staghtive plan. In 2013, 2012, and
2011 the Company granted RSUs covering an aggref§d@9,189, 258,456, and 545,780 shares of constamk, respectively. These RSUs
generally vest 25% on the first anniversary datthefgrant, with the remaining rights vesting gedytover the remaining three years and, ¢
vested, allow the participants to acquire the ulydegy shares of common stock at par value. Thei@pants are not entitled to sell or transfer
any unvested RSUs and are not entitled to votea®ive dividends on any shares of common stockredvgy the RSUs prior to the acquisit
of such shares. Granted but unvested RSUs aretéotfat termination of employment. Compensationeege related to the RSUs for the years
ended December 31, 2013, 2012, and 2011 was appatedy $1.0 million, $0.8 million and $1.1 milliorespectively.

The following table summarizes stock option tratisas under the Company’s stock incentive plangHeryears ended December 31,
2013, 2012 and 2011:

Weighted Average

Shares Exercise Price
Outstanding December 31, 2010 5,186,10! $ 4.0¢€
Grantec 2,052,001 $ 2.3¢
Exercisec (74,38¢) $ 2.8t
Forfeited (208,619 $ 5.77
Outstanding December 31, 20 6,955,101 $ 3.51
Grantec 1,687,25 $ 3.5C
Exercisec (96,34 $ 2.2¢
Forfeited (549,44) $ 5.9¢
Outstanding December 31, 20 7,996,56! $ 3.3¢
Grantec 2,876,38: $ 2.5¢
Exercisec (347,45() $ 2.3¢
Forfeited (2,121,31) $ 3.27
Outstanding December 31, 20 8,404,18: $ 3.1t
Vested and unvested options expected to vest@sadmber 31, 201 8,091,72! $ 3.1¢

The number of underlying shares and weighted aeegagrcise price of options exercisable at Decer®@bg?013, 2012 and 2011, were
5,212,897 shares at $3.49, 5,031,587 shares &, %38 3,895,520 shares at $4.26, respectivelywHighted average remaining contractual
term of options outstanding and options exercisabl@ecember 31, 2013, was 6.0 years and 4.3 yesyctively. The weighted average
remaining contractual term of vested and unvespeidios expected to vest at December 31, 2013, véagears. The aggregate intrinsic value
of options outstanding and options exercisableeatenber 31, 2013, was $0.0 million and $0.0 milli@spectively. As of December 31, 2C
the total unrecognized compensation cost relatethtested options was $2.3 million, which is expddb be recognized over a weighted-
average period of 1.31 years.

The weighted average grant-date fair value of ostigranted during the years ended December 31, 2012 and 2011, was $1.31,
$1.88 and $1.21 per share, respectively. The ittti@hsic value of options exercised
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during the years ended December 31, 2013, 2012@ht, was $0.5 million, $0.1 million and $0.1 null, respectively. At December 31,
2013, there were 7,871,325 shares available faitgnader the Company’s stock incentive plans.

A summary of the outstanding RSUs as of DecembgP@13, and changes during the year then endegsepted below:

Weighted Average

Grant-Date Fair

Shares Value per Share
Unvested at December 31, 2012 592,27: $ 2.91
Grantec 409,18¢ $ 2.57
Vested (354,94) $ 2.9t
Cancellec (150,12) $ 2.9:
Unvested at December 31, 2C 496,39’ $ 2.5¢

The aggregate grant-date fair value of RSUs gramiehg the years ended December 31, 2013, 2012@ht, was $1.0 million, $0.9
million and $1.3 million, respectively. As of Decbar 31, 2013, the total unrecognized compensatshrelated to unvested RSUs was
$0.6 million, which is expected to be recognizeéroa weighted average period of 1.28 years. Theeggte grant-date fair value of shares
subject to RSUs vested during the years ended Demedd, 2013, 2012 and 2011, was $1.0 million, $dillion and $1.0 million, respectivel
As of December 31, 2013, there were 289,350 shudresmmon stock underlying RSUs that were fullytedsbut the issuance of such shares
has been deferred.

10. Restructuring Costs

In August 2013, the Company announced that itsntgceompleted Phase 3 clinical trial of Allovectinthe Company’s investigational
cancer immunotherapy, failed to meet the pre-eistadd endpoints. As a result, the Company restredtiis operations to conserve capital,
which included a staff reduction of 47 employeed #re impairment of certain intangible assets. Chenpany recorded charges for employee
termination benefits during the year ended DecerlheP013 of $2.2 million, of which $1.2 millionQ$% million and $0.5 million is included
in research and development, manufacturing anduetimh and general and administrative expensegeotisely. The Company also recorded
an asset impairment charge during the year endedrdlger 31, 2013 of $0.7 million, which is includedesearch and development expenses
The following table summarizes the components efréfstructuring charges for the year ended DeceBhe2013 (in thousands):

Year Ended December 31, 201

Non-Cast
Accruals Iltems Total
Employee termination benefits $2,20¢ $ — $2,20¢
Asset impairment — 69€ 69€

$2,20¢ $ 69€ $2,904
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The following table sets forth activity in the nestturing liability for the year ended December 2213, which is wholly comprised of
employee severance costs (in thousands):

Accrued

Employee

Termination

Benefits

Balance at December 31, 2012 $ —
Accruals 2,20¢
Payments $ (1,929
Balance at December 31, 20 $ 281

The balance of the accrued employee terminatioefiisrat December 31, 2013 is anticipated to bly filistributed by August 2014.

11. Income Taxes

At December 31, 2013, the Company had deferredsagts of $119.8 million. Due to uncertaintiesaumding the Company'’s ability to
generate future taxable income to realize thesstgss full valuation allowance has been estahfisbeffset the net deferred tax asset.
Pursuant to Sections 382 and 383 of the InterneéRee Code, or IRC, annual use of the Company’spetating loss and credit
carryforwards may be limited in the event a cumuwéathange in ownership of more than 50% occurkiwi three-year period. The Company
determined that such an ownership change occurrddkoember 29, 2006, as defined in the provisidr&eation 382 of the IRC as a result of
various stock issuances used to finance the Congpapgrations. Such ownership change resultednm@rimitations on the utilization of tax
attributes, including net operating loss carryfagand tax credits. The Company estimates that.X@illion and $17.2 million of its net
operating loss carryforwards were effectively efiated under Section 382 for federal and Califopnigposes, respectively. A portion of the
remaining net operating losses limited by Secti®a Become available each year. The Company alsonatset that $12.2 million of its resea
and development credits and other tax credits wHegtively eliminated under Section 383 for fedgnarposes. As a result of the Section 382
analysis completed during 2012, the Company hdsded in the deferred tax asset schedule the @eféax assets for net operating losses of
$76.0 million and tax credits of $18.7 million whiwvere previously removed from the deferred taxtsshedule. There was a corresponding
increase in the valuation allowance as a resuk. dmpany’s Section 382 analysis was completedigir@ecember 31, 2011. There is a risk
that additional changes in ownership could haveioed since that date. If a change in ownershiggwehave occurred, additional net
operating loss and tax credit carryforwards co@daliminated or restricted. If eliminated, the tethasset would be removed from the deferre
tax asset schedule with a corresponding reductidhe valuation allowance. The Company has not ¢eteg an analysis of uncertain tax
positions related to the net operating losses agdits recorded as deferred tax assets. If sudgsasés performed at a later date and an
uncertain tax position is identified, the relatededred tax asset would be reduced along with @sponding reduction in the valuation
allowance.

The Company’s practice is to recognize interest@mknalties related to income tax matters asmectax expense. The Company had
no accrual for interest or penalties on its balastwets at December 31, 2013 and 2012, and hasanginized interest and/or penalties in its
statement of operations for any of the years efsmémber 31, 2013, 2012 or 2011.

The Company is subject to taxation in the Uniteatet and California. The Company’s tax years f&71&nd forward are subject to
examination by the United States and Californiagathorities due to the carryforward of unutilizest operating losses and R&D credits.
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Significant components of the Company’s deferredassets as of December 31, 2013 and 2012 aré bistew. A valuation allowance

of $119.8 million and $106.7 million at December 3013 and 2012, respectively, has been recognizefiset the net deferred tax assets as
realization of such assets is uncertain. Amountshie years ended December 31 were as follow$iGusands):

Deferred Tax Assets 2013 2012
Net operating losse $ 82,75: $ 76,15:
Credit carryover: 19,90: 18,40"
Depreciation and amortizatic 12,91t 8,21(
Accruals and reserve 32z 414
Capital loss carryove 10C 45
Other 3,80¢ 3,501
Total deferred tax asse 119,80: 106,72°
Less valuation allowanc 119,80) (106,72)
Net deferred tax asse $ — $ —

The reconciliation between the provision for incotaees and income taxes computed using the U.8rdkstatutory corporate tax rate
were as follows for the years ended December 3th@nsands):

2013 2012 2011
Computed “expected” tax benefit $(10,62) % (7,712 $(2,60¢)
State income taxes, net of federal ber (1,947 451 (54%)
Tax effect of:

Change in valuation allowan 13,07 (37,179 2,18¢
Expiration of prior year credits and net operafmgses (237) 45,38: 1,88(
Research and development and other tax creditgosens (672) (1,097) (1,46%)
Stock compensatic 337 35¢ 297
Other 66 (203 257
Provision for income taxe $ — $ — $ —

As of December 31, 2013 and 2012, the Company taithhle federal net operating loss carryforwarflapproximately $301.0 million
and $285.5 million, respectively, which expire fr@®18 through 2033. In addition, the Company haefal research and development credit
and orphan drug credit carryforwards of $26.3 milland $25.3 million as of December 31, 2013 arkP26espectively, to reduce future
federal income taxes, if any. These carryforwasgsre from 2018 through 2033 and are subject téese\and possible adjustment by the
Internal Revenue Service. The Company also hasa@eiCalifornia state net operating loss carryfmie of approximately $282.2 million &
$261.3 million as of December 31, 2013 and 201sheetively, which expire from 2014 to 2033. In ditai, the Company had California
research and development credits and manufactuneestment credits of approximately $8.8 milliomde$8.6 million as of December 31,
2013 and 2012, respectively, to reduce future @ali& income tax, if any. The manufacturers’ inueesht credits expired in 2013. The
California research and development credits dceerpire.

The Company generated windfall tax benefits fromghttlement of certain stock awards. The tax litewéf be recorded as a credit to
additional paid-in capital in the year the deduttieduces income taxes payable. The net operatésgclarryforwards related to these windfall
tax benefits of approximately $1.6 million are indéd in the net operating loss carryforwards dissdioabove.
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12. Employee Benefit Plan

The Company has a defined contribution savings ptater section 401(k) of the IRC. The plan covelsstantially all employees. The
Company matches employee contributions made tpléreaccording to a specified formula. The Compamyatching contributions totaled
approximately $0.2 million for each the years enget3, 2012 and 2011.

13. Summary of (Unaudited) Quarterly Financial Information

The following is a summary of the Company’s (unsed quarterly results of operations for the yearded December 31 (in thousands,
except per share amounts):

2013: March 31, June 30, Sept. 30, Dec. 31,
Total revenues $ 1,574 $ 1,45¢ $ 1,54 $ 3,14¢
Total operating expens 10,88: 11,29¢ 11,52 5,361
Net loss (9,287) (9,88)) (9,887) (2,197
Basic and diluted net loss per share (0.11 (0.11) (0.11 (0.03)
2012: March 31, June 30, Sept. 30, Dec. 31,
Total revenues $11,46( $ 1,56¢ $ 2,17¢ $ 2,31¢
Total operating expens 11,60( 9,50z 9,95¢ 9,89t
Net income (loss 244 (7,86¢) (7,72¢) (7,549
Basic and diluted net loss per share (0.00 (0.09) (0.09) (0.09)

(1) Netincome (loss) per share is computed indepehdtamteach quarter and the full year based upspeetive shares outstandil
Therefore, the sum of the quarterly loss per shareunts may not equal the annual amounts repc
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN'S ON ACCOUNTING AND FINANCIAL DISCLOSURE
Not applicable.

ITEM 9A. CONTROLS AND PROCEDURE!
Conclusion Regarding the Effectiveness of DiscloserControls and Procedures

Under the supervision and with the participatiomof management, including our principal executffecer and principal financial
officer, we conducted an evaluation of our disctestontrols and procedures, as such term is definBdile 13a-15(e) promulgated under the
Exchange Act, as of the end of the period covesethis Annual Report on Form 10-K. The evaluatiémor disclosure controls and
procedures included a review of the disclosurerotsitand procedures’ objectives, design, impleragah and the effect of the controls and
procedures on the information generated for uskignreport. In the course of our evaluation, wegt to identify data errors, control proble
or acts of fraud and to confirm the appropriate@ctive actions, including process improvementgevieing undertaken. Based on this
evaluation, our principal executive officer andngipal financial officer concluded that our disalos controls and procedures were effective a
of the end of the period covered by this Annual&epn Form 10-K.

Management’s Report on Internal Control Over Finandal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting, as such term is defined
in Exchange Act Rule 13a-15(f). Under the supeovisind with the participation of our managemerdiuiding our principal executive officer
and principal financial officer, we conducted amlenation of the effectiveness of our internal cohtwver financial reporting based on the
framework ininternal Control — Integrated Framewoigsued by the Committee of Sponsoring Organizatidribe Treadway Commission
(1992 framework), as of December 31, 2013, theadrtde period covered by this Annual Report on FAG¥K. Based on our evaluation under
the framework irinternal Control — Integrated Frameworlour management concluded that our internal cbaotrer financial reporting was
effective as of December 31, 2013.

Ernst & Young LLP, the independent registered puaticounting firm that audited the financial statats included in this Annual Rep
on Form 10K, has issued an attestation report on the effeatigs of our internal control over financial repartas of December 31, 2013. T
report is included herein.

Changes in Internal Controls

There has been no change in our internal contrai imancial reporting during the three months ehBecember 31, 2013, that has
materially affected, or is reasonably likely to evélly affect, our internal control over financigporting.
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders of Vicaldrporated

We have audited Vical Incorporated’s internal cohtwer financial reporting as of December 31, 204&ed on criteria established in
Internal Control—Integrated Framework issued byG@oenmittee of Sponsoring Organizations of the TweadCommission (1992 framework)
(the COSO criteria). Vical Incorporated’s managenignesponsible for maintaining effective internahtrol over financial reporting, and for
its assessment of the effectiveness of internarabover financial reporting included in the acqeanying Management’s Report on Internal
Control Over Financial Reporting. Our responsipiig to express an opinion on the company’s infezaatrol over financial reporting based
on our audit.

We conducted our audit in accordance with the stedwof the Public Company Accounting Oversighti@d&/nited States). Those
standards require that we plan and perform the &mdbtain reasonable assurance about whetheatigéfénternal control over financial
reporting was maintained in all material respe@is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etastilg and evaluating the design and operatifegtéfeness of internal control based on the
assessed risk, and performing such other procedsre®& considered necessary in the circumstancefeéliéve that our audit provides a
reasonable basis for our opinion.

A company'’s internal control over financial repodiis a process designed to provide reasonablesaesuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerally accepted accounting princip

A company'’s internal control over financial repodiincludes those policies and procedures thai€ftpin to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseocfompany; (2) provide reasonable assuranc
that transactions are recorded as necessary tatg@aparation of financial statements in accor@anwith generally accepted accounting
principles, and that receipts and expenditureb®ttbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely deteatfauinauthorized acquisition, use or
disposition of the company’s assets that could lzanweterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or d¢taisstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdeénaate because of changes in condition
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, Vical Incorporated maintained, ihraaterial respects, effective internal controkofinancial reporting as of
December 31, 2013, based on the COSO criteria

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the balance
sheets of Vical Incorporated as of December 313201 2012, and the related statements of opesatimmprehensive loss, stockholders’
equity, and cash flows for each of the three yeuatise period ended December 31, 2013 of Vical ipomated and our report dated
February 14, 2014 expressed an unqualified opitfiereon.

/sl Ernst & Young LLP

San Diego, California
February 14, 2014
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ITEM 9B. OTHER INFORMATION
None.

PART IlI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAE GOVERNANCE

The information required by this item and not irt&d in Part [, Item 1 of this Annual Report on Fdr@iK is incorporated by reference
from our Proxy Statement for our 2014 Annual Megtifi Stockholders, or our Proxy Statement.

ITEM 11. EXECUTIVE COMPENSATION
The information required by this item is incorpaaby reference from our Proxy Statement.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OVNERS AND MANAGEMENT AND RELATED STOCKHOLDEF
MATTERS

The information required by this item is incorp@dby reference from our Proxy Statement.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTONS, AND DIRECTOR INDEPENDENCE
The information required by this item is incorpaaby reference from our Proxy Statement.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES
The information required by this item is incorpaaby reference from our Proxy Statement.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(2)(2) Financial Statements

The following independent registered public accounfirms’ reports and our financial statementsfdes as part of this Annual
Report:

Report of Independent Registered Public Accourfing

Balance Sheets as of December 31, 2013 and 2012

Statements of Operations for each of the threesyieahe period ended December 31, 2013
Statements of Comprehensive Loss for each of ttee tyears in the period ended December 31, 2013
Statements of Stockholders’ Equity for each ofttiree years in the period ended December 31, 2013
Statements of Cash Flows for each of the threesyiaghe period ended December 31, 2013

Notes to Financial Statements

(2) Financial Statement Schedules

The schedules required to be filed by this itemeHaen omitted because of the absence of conditinahsr which they are requir
or because the required information is includethenfinancial statements or the notes thereto.

(3) Exhibits

See the list in paragraph (b) below. Each manageoogrtract or compensatory plan or arrangementiredjtio be identified by this
item is so designated in such list.

(b) Exhibits
Exhibit
Number Description of Document
3.1(1)(1) Restated Certificate of Incorporatic
3.2(ii)(2) Amended and Restated Bylaws of the Comp
3.3(1)(2) Certificate of Amendment to Restated Certificaténabrporation
3.4(1)(3) Certificate of Amendment to Restated Certificaténarporation
4.1(1) Specimen Common Stock Certifica
10.1(4)e Amended and Restated Stock Incentive Plan of Vicarporated
10.2(5)2 Form of Indemnity Agreement between the Companyindirectors and officer:
10.3(6)e Vical Incorporated No-Employee Director Compensation Poli
10.4(7)e Form of Delayed Issuance Stock Purchase Electioeeékgent, as amended, under the Amended and ReStatgd
Incentive Plan (with deferral electior
10.5(20) Form of Delayed Issuance Stock Purchase Electioeeékgent, as amended, under the Amended and ReStatgd
Incentive Plan
10.6(8)2 Restated employment letter dated January 9, 2@3@&geen the Company and Vijay B. Sami
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Exhibit
Number
10.7¢
10.8¢
10.9¢
10.102
10.112
10.122
10.13(9)¢
10.14(10}
10.15(11)
10.16(12)
10.17(13)
10.18(14)

b

10.19(15)
10.20(16)
10.21(17)

10.22(18)
10.23(19y

10.26(22)
10.27(23y

10.28(22)
10.29(24)
10.30(25)

Description of Document

Employment Agreement dated January 14, 2005, bettveeCompany and Anthony A. Ram
Severance Agreement dated April 16, 2013, betwleeiCbmpany and Anthony A. Ram

Employment Agreement dated October 5, 2010, betwee@ompany and lgor Bilinsk

Severance Agreement dated October 28, 2010, bettvegdompany and Igor Bilinsk

Employment Agreement dated August 25, 2003, betwleeiCompany and Larry Smit

Amended and Restated Severance Agreement datechbercé9, 2008, between the Company and Larry Si
Separation Letter Agreement between Vical Incorqgatand Alain P. Rolland, Pharm.D, Ph.D., datedust@2, 2013
Separation Letter Agreement between Vical Incorqgarand Jill M. Broadfoot dated March 15, 20

U.S. License Agreement dated July 12, 2011, betwei€ompany and Astellas Pharma

Ex-U.S. License Agreement dated July 12, 2011, betwlee€ompany and Astellas Pharma |

Supply and Services Agreement dated July 12, 20dtlyeen the Company and Astellas Pharma

Letter agreement dated July 12, 2011, relatedgdtl$. License Agreement dated July 12, 2011, iwlee Company and
Astellas Pharma In

1st Amendment dated August 6, 2012, to U.S. Lic&rpeement Between Vical Incorporated and Astéflharma Inc
1st Amendment dated August 6, 2012, t-U.S. License Agreement Between Vical Incorporatedi Astellas Pharma In

1st Amendment dated August 6, 2012, to Supply ardi&s Agreement Between Vical Incorporated anidlfes Pharma
Inc.

Research and Development Agreement dated May 2%, d@tween the Company and AnGes MG,

First Amendment to Research and Development Agrataral Stock Purchase Agreement dated Septemb2008,
between the Company and AnGes MG,

License Agreement dated January 1, 1991, betwee@dmpany and Wisconsin Alumni Research Foundz

Amendment dated May 20, 2004, to License Agreerdatad January 1, 1991, between the Company andigensin
Alumni Research Foundatio

License Agreement dated October 23, 1992, betwee@bdmpany and the Regents of University of Michit
License Agreement dated February 14, 2006, bettbee@ompany and the Regents of the University afligian.
License Agreement dated December 7, 2001, betwee@ampany and CytRx Corporatic

77



Table of Contents

Exhibit
Number

10.31(26)

10.32(27)
10.33(28)

10.34(29)

10.35(21)
23.1
31.1

32.1

101.INS

101.SCH
101.CAL
101.DEF
101.LAB
101.PRE

Description of Document

Letter agreement dated July 5, 2011, related td itense Agreement dated December 7, 2001, bettieeGompany and
CytRx Corporation

Exclusive License Agreement dated February 3, 2088yeen the Company and City of Ho

Letter agreement dated July 7, 2011, related t&’udusive License Agreement dated February 3, 2088veen the
Company and City of Hopt

At-The-Market Equity Offering Sales Agreement daival/ember 7, 2012, between the Company and Sifetlaus &
Company, Incorporate:

Lease dated January 30, 2002, between the Compariikoy Realty, L.P. a Delaware Limited Partnepsl
Consent of Independent Registered Public Accourfing.

Certification of Vijay B. Samant, Chief Executivéfider and acting Chief Financial Officer, pursuamiSection 302 of the
Sarbane-Oxley Act of 2002

Certification of Vijay B. Samant, Chief Executivéfider and acting Chief Financial Officer, pursuamiSection 906 of the
Sarbane-Oxley Act of 2002

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docuntr
XBRL Taxonomy Extension Definition Linkbase Docurh
XBRL Taxonomy Extension Label Linkbase Docum

XBRL Taxonomy Extension Presentation Linkbase Doent

Q) Incorporated by reference to the exhibit of $hee number filed with the Company’s RegistraStetement on Form S-3 (No. 33-
95812) filed on August 15, 199

(2 Incorporated by reference to the exhibit of $hene number filed with the Company’s Quarterly &epn Form 10-Q for the quarter
ended June 30, 201

(3) Incorporated by reference to Exhibit 4.2 to the @amy’s Registration Statement on Fori-8 (No. 33:-135398) filed on June 23, 20(

(4) Incorporated by reference to Exhibit 99.1 to thenpany's Current Report on Forn-K filed on May 28, 2013

(5) Incorporated by reference to Exhibit 10.3 to thenpany' s Annual Report oForm 1(-K for the fiscal year ended December 31, 2(

(6) Incorporated by reference to Exhibit 10.1 to thenpany's Quarterly Report on Form -Q for the quarter ended March 31, 20

(7)  Incorporated by reference to Exhibit 10.58 to tloenpanys Annual Report oForm 1(-K for the year ended December 31, 2C

(8) Incorporated by reference to Exhibit 99.1 to thenpany's Current Report on Forn-K filed on January 15, 200

(9) Incorporated by reference to Exhibit 10.1 to thenpany's Current Report on Forn-K filed on August 22, 201

(10) Incorporated by reference to Exhibit 10.1 to thenpany s Current Report on Forn-K filed on March 15, 201

(11) Incorporated by reference to Exhibit 10.1 to thenPany's Quarterly Report on Form -Q for the quarter ended September 30, 2
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(12) Incorporated by reference to Exhibit 10.2 to thenPany's Quarterly Report on Form -Q for the quarter ended September 30, 2

(13) Incorporated by reference to Exhibit 10.3 to thenPany's Quarterly Report on Form -Q for the quarter ended September 30, 2

(14) Incorporated by reference to Exhibit 99.4 to thenpany s Current Report on Forn-K filed on January 5, 201.

(15) Incorporated by reference to Exhibit 10.3 to thenpany's Quarterly Report on Form -Q for the quarter ended June 30, 2(

(16) Incorporated by reference to Exhibit 10.4 to thenpany's Quarterly Report on Form -Q for the quarter ended June 30, 2(

(17) Incorporated by reference to Exhibit 10.5 to thenpany's Quarterly Report on Form -Q for the quarter ended June 30, 2(

(18) Incorporated by reference to Exhibit 10.50 to tloenPanys Quarterly Report on Form -Q for the quarter ended June 30, 2(

(19) Incorporated by reference to Exhibit 10.54 to tleenPany s Quarterly Report on Form -Q for the quarter ended September 30, 2

(20) Incorporated by reference to Exhibit 10.59 to tleenpanys Annual Report on Form -K for the year ended December 31, 2C

(21) Incorporated by reference to Exhibit 10.27 to tleenpanys Annual Report oForm 1(-K for the year ended December 31, 2C

(22) Incorporated by reference to the Com[’s Registration Statement on Fori-1 (No. 3:-56830) filed on January 7, 19¢

(23) Incorporated by reference to Exhibit 10.36 to tloenPanys Quarterly Report on Form -Q for the quarter ended June 30, 2(

(24) Incorporated by reference to Exhibit 10.57h® Company’s Amendment No.1 on Form 10-K/A to@mmpany’s Annual Report on
Form 1(-K for the year ended December 31, 2C

(25) Incorporated by reference to Exhibit 99 to CytRx@@watior's Current Report on Forn-K filed on December 21, 200

(26) Incorporated by reference to Exhibit 99.2 to thenpany' s Current Report on Forn-K filed on January 5, 201.

(27) Incorporated by reference to Exhibit 10.4 to thenPany's Quarterly Report on Form -Q for the quarter ended September 30, 2

(28) Incorporated by reference to Exhibit 99.3 to thenpany s Current Report on Forn-K filed on January 5, 201.

(29) Incorporated by reference to Exhibit 10.1 to thenPany's Quarterly Report on Form -Q for the quarter ended September 30, 2

a Indicates management contract or compensatorygularrangemen

Confidential treatment of certain portions of taggeement has been requested and/or received emgations have been omitted and

filed separately with the SEC pursuant to Rule-2 under the Securities Exchange Act of 1¢

b
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, theredatyp authorized.

Date: February 14, 2014
VICAL INCORPORATED

By: /s/  V1JAY B. SAMANT

Vijay B. Samant
President and Chief Executive Officel

Pursuant to the requirements of the Securities &xgl Act of 1934, this report has been signed bbélpthe following persons on behalf
of the registrant and in the capacities and ord#tes indicated.

/s/ V1JAY B. SAMANT President, Chief Executive Officer and Director February 14, 2014
Vijay B. Samant (Principal Executive and Financial Office
/s/ ANTHONY A. R AMOS Vice President Finance, Chief Accounting Officer February 14, 2014
Anthony A. Ramos (Principal Accounting Officer
/s/ R. GorboND ouGLAs, M.D. Chairman of the Board of Directors February 14, 2014

R. Gordon Douglas, M.D.

/'s/ RICHARD M. B ELESON Director February 14, 2014

Richard M. Beleson

/sl GARYA.L YONS Director February 14, 2014
Gary A. Lyons

/'s/ RoBERTC. M ERTON, PH.D. Director February 14, 2014
Robert C. Merton, Ph.D.

/'s/ GEORGEJ. M ORROW Director February 14, 2014

George J. Morrow

/s/ STEPHENA. SHERWIN, M.D. .
Stephen A. Sherwin, MD. Director February 14, 2014
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Exhibit 10.7
January 14, 2005

Anthony Ramos
Dear Anthony
On behalf of Vical, | am pleased to confirm an offéfull-time employment.

The basic components of the position and compensaitill be as follows:

Title: Director & Controller

Grade: EO8

Reporting To: Jill Church

Salary Rate $13,333.34/month (Which is equivalent to an ansaéry of $160,000.0(
Start Date TBD

In addition to your base salary and stock optigos, will be considered for a cash bonus award tatyat 0% to 20% of the base salary paid t«
you during 2005. Bonuses are proposed in Decenfteaah year and, if approved by the Vical Boardwéctors, are paid out in the followir
February.

Additionally, you will receive stock options exesable for 20,000 shares of Vical common stock. &lmgstions will be granted by the Stock
Plan Committee of the Board and will reflect thie faarket value of the stock on the date grantéd Jpecific terms and conditions of these
options are governed by both the Stock Incentiam BF Vical Incorporated and the Option Agreemezttveen you and the company. These
will be provided to you upon execution of the regdidocuments.

The enclosed benefit summary describes the ben&éitgd currently offers to its employees. The effee date of your benefit coverage is the
first of the month following your date of hire.

This offer is contingent upon a background cheak @mg screen. A positive test will result in restdn of the offer. Please contact HR at 858
646-1142 to set up the process.

Anthony this offer is also contingent upon (1) éhecution of the Company’s standard form of EmpéoReoprietary Information and
Inventions Agreement (see attachment), and (2fgatg the requirements of the Immigration Contatntl Reform Act. The latter issue can be
accomplished by presenting a document or docunteat®stablish identity and eligibility for emplogmt within three days of commencing
employment. A copy of the INS (Employment EligibilVerification) form is attached. If you have agyestions with regard to documents
appropriate for these purposes, please contacineetlyl.

Your employment with Vical is “at-will”. In other @rds, either you or Vical can terminate your empieyt at any time for any reason, with or
without cause and with or without notice. This teshemployment is not subject to change or modificaof any kind except if in writing and
signed by you and the President & CEO of Vi



Please note that this offer supersedes any prieeawgents, representations or promises of any Whdther written, oral, express or implied,
between the parties hereto with respect to theestibjatters herein. It constitutes the full, cortgoknd exclusive agreement between you and
Vical with respect to the subject matters herein.

We look forward to the possibility of working witfou.
Sincerely,

Jill Church
CFO & VP

Upon acceptance of this offer, please sign one obplyis letter and return to me.

This offer of employment is accepted and agreed to:

/s/ ANTHONY R AMOS 1/17/05
Anthony Ramo: Date




Exhibit 10.8
April 16, 2013
Anthony A. Ramos
Re: Severance Agreement (“Agreement”)
Dear Tony:

This Severance Agreement is an attachment to yéfer Oetter dated January 14, 2005 and has antaféedate that is six (6) months
following the public release of the top line datanfi the Allovectin® phase 3 trial (“Effective DateBy signing this letter, you will be agreei
to the following terms:

Salary Continuation. Subject tamitigation, Vical will continue to pay your base compensat@irthe rate then in effect, for up to six months
following the termination of your employment if,ipr to the expiration of your rights to salary dongtion as provided below:

1. Vical terminates your employment without your camtder any reason other than iCauseor Disability; or
2. You voluntarily resign your employment fGood Reasor

The salary continuation payments will cease ingbent of your death. In order to receive your satamtinuation, you will be required to sign
a release in a form acceptable to Vical, of anyahdaims that you may have against Vical. ThHaryacontinuation rights described herein
shall expire on the 1 year anniversary of the HifecDate of this Agreemenprovided, howevethat such rights shall automatically renew for
successive 1 year periods unless the Company m®wdtten notice to you at least 90 days pridh®next scheduled expiration date that
rights will not be renewed.

Section 409Alt is intended that each installment of the SevesaBenefits or Change in Control Severance Bernisfasseparate “paymenfor
purposes Section 1.409A-2(b)(2)(i) of the Treadegulations. For the avoidance of doubt, it isnded that payments of the Severance
Benefits or Change in Control Severance Benefiisfgato the greatest extent possible, the exemngtirom the application of Section 409A
provided under Sections 1.409A1(b)(4), 1.409A-Bh¥nd 1.409A-1(b)(9) of the Treasury RegulatidAewever, if the Company determines
that the Severance Benefits or Change in Contreéi®mce Benefits constitute “deferred compensatiomier Section 409A and you are, on
your separation from service“specified employee” of the Company (as such teymieifined in Section 409A(a)(2)(B)(i) of the Codlegn,
solely to the extent necessary to avoid the incuweef the adverse personal tax consequences 8edton 409A, the timing of the paymen
the Severance Benefits or Change in Control SeeerBenefits shall be delayed so that on the eddieccur of: (i) the date that is six months
and one day after your separation from service(@nthe date of your death (such applicable ddte,Specified Employee Initial Payment
Date”), the Company shall (A) pay to you a lump sammount equal to the sum of the Severance Bemefithange in Control Severance
Benefits that yol



would otherwise have received through the SpecHegloyee Initial Payment Date if the commencenoéthe payment of the Severance
Benefits or Change in Control Severance Benefitbritd been so delayed pursuant to this paragragpliBdrcommence paying the balance of
the Severance Benefits or Change in Control SeeerBenefits in accordance with the applicable paytraehedules set forth in this
Agreement.

Definitions:

1.

Causeshall mean a failure to perform your duties, othan a failure resulting from complete or partraddpacity due to physical or
mental illness or impairment, gross misconductauad or conviction of, or a plea “guilty” or “no contes” to a felony.

Change in Contrashall mean (A) a change in the composition of tbarl of Directors, as a result of which fewer tb8@6 of the
incumbent directors are directors who either: @d been directors of the Company 24 months prisutdh change; or (2) were elected,
or nominated for election, to the Board of Direstaith the Company 24 months prior to such chamgeveho were still in office at the
time of the election or nomination; or (B) any pardy the acquisition or aggregation of securitiethe Company is or becomes the
beneficial owner, directly or indirectly, of sedigs of the Company representing 50% or more ottmbined voting power of the
Company’s securities eligible to vote for the dlmtof directors; except that any change in thatied beneficial ownership of the
Company’s securities by any person resulting sdteiyn a reduction in the aggregate number of onthtay shares of the Company’s
stock, and any decrease thereafter in such persamiership of securities, shall be disregarded suath person increases in any mannel
directly or indirectly, such pers’s beneficial ownership of any securities of the @any.

Disability shall mean that you, at the time your employmetgrisiinated, have performed substantially noneoof yluties under this
Agreement for a period of not less than three aoutsee months as the result of your incapacity thughysical or mental illnes

Good Reasoshall mean that you have incurred a material rédiéh your authority or responsibility or a redioct in base salary of
more than 25%. Notwithstanding the foregoing, égresgtion for Good Reason shall only occur if: (duynotify the Company in writing,
within 60 days after the occurrence of one of tredoing events, specifying the event(s) constitutgood reason” and that you intend
to terminate your employment no earlier than 30sd#fer providing such notice; (2) the Company dugtscure such condition within

30 days following its receipt of such notice ortesaunequivocally in writing that it does not indeto attempt to cure such condition; and
(3) you resign from employment within 30 days fellng the end of the period within which the Compavas entitled to remedy the
condition constitutin¢good reasc” but failed to do sc

Stock Awardshall mean all stock options, restricted stock, atfetr equity awards granted pursuant to the Cogipatock option and
equity incentive award plans or agreements andshages of Company stock issued upon exercise thétewever,Stock Awardsloes
not include stock awards issued under or held ynpdan sponsored by the Company that is intendémx tgualified under Section 401(a)
of the Internal Revenue Co(e.g.,the Compan’'s 401(k) plan)

This letter may be executed in two or more couratdsp each of which shall be deemed an originaladinaf which together shall constitute ¢
and the same instrument. This letter shall be gmdkby and construed in accordance with the lawkeoState of California, without regard to
conflicts of law principles



Please sign this letter and return it to the Compdryour earliest convenience.
Sincerely,
VICAL INCORPORATED

By: /s V13AY B. SAMANT

Vijay B. Samar
President and Chief Executive Offi

ACCEPTED AND AGREED:

/s/ ANTHONY A. R AmMOS
Anthony A. Ramo:




Exhibit 10.9
October 5, 2010
Igor Bilinsky
Dear Igor,
On behalf of Vical management, | am pleased toinondur offer of full-time employment with Vical.

As we discussed, the basic components of the positid compensation will be as follows:

Title: Senior Vice President, Corporate Developn
Reporting To: Vijay Samant, President and CE

Salary Rate $260,000 per ye:

Start Date To be determine

In addition to your base salary you will be eligilfbr an annual performance based bonus of 0-25¢¢wfthen current base salary. The first
bonus payment will be a guaranteed payment of $85(§ross). Additionally, if you are able to negtdi a term sheet for Allovectin
TransVax™, or CyMVectin™ by the end of this yeasuywill receive a one-time $15,000 bonus, payabtk the 2010 bonus payout in
February 2011. If you leave Vical employment withiby months of your start date, you will be requitedepay Vical this bonus, on a prated
basis.

Additionally, you will receive stock options exezable for 50,000 shares of Vical common stock. &lmgstions will be granted by the Stock
Plan Committee of the Board and will reflect thie faarket value of the stock on the date grantéad Jpecific terms and conditions of these
options are governed by both the Stock Incentiam BF Vical Incorporated and the Option Agreemezttveen you and the company. These
will be provided to you upon execution of the regdidocuments.

The enclosed benefit summary describes the benééitd currently offers to its employees. The effee date of your benefit coverage is the
first of the month following your date of hire.

This offer is contingent upon a background cheak @mg screen. A positive test or inconsistent gamknd check information will result in
rescission of the offer.

Igor, this offer is also contingent upon (1) theextion of the Company’s standard form of Emplopeaprietary Information and Inventions
Agreement (see attachment), and (2) satisfyingahairements of the Immigration Control and Refdxat. The latter issue can be
accomplished by presenting a document or docunteat®stablish identity and eligibility for emplogmt within three days of commencing
employment. A copy of the INS (Employment EligibilVerification) form is attached. If you have agyestions with regard to documents
appropriate for these purposes, please contacineetlyl.



Page 2

Your employment with Vical is “at-will”. In other @rds, either you or Vical can terminate your empieyt at any time for any reason, with or
without cause and with or without notice. This teshemployment is not subject to change or modificaof any kind except if in writing and
signed by you and the President & CEO of Vical.

Please note that this offer supersedes any prieeatents, representations or promises of any lhdther written, oral, express or implied,
between the parties hereto with respect to theestibjatters herein. It constitutes the full, corteoknd exclusive agreement between you and
Vical with respect to the subject matters herein.

We look forward to working with you and are excitechave you as part of the Vical team.
Sincerely,

Vijay Samant
President & CEO

To indicate your acceptance of this offer, pleage this letter and return it to me.
This offer of employment is accepted and agreed to:

/ s/ 1 GORB ILINSKY 10/7/10
Igor Bilinsky Date




Exhibit 10.10
October 28, 2010
Igor Bilinsky
Re: Severance Agreement
Dear Igor:

This letter (thé’Agreement”) outlines in its entirety your Severance Agreenveithh Vical Incorporated (th&Company” ), and is the only
agreement between you and the Company regardirgutiject of severance payments or other benefitahpa to you upon the termination of
your employment with the Company. By signing tleitdr, you will be agreeing to the following terr

Salary Continuation and Severance BenefitsSSubject taMitigation , Vical will a) continue to pay your base compeiwsgtat the rate then in
effect, for up to six months following the termiiwat of your employment; b) pay on your behalf onadred percent of the premium cost for
continued group health insurance pursuant to thes@aated Omnibus Budget Reconciliation ASCOBRA” ) for a period of up to six
months following the termination of your employmegjt provide you with a suitable (as determinethim sole discretion of the Company)
executive-level outplacement package; and d) atel¢he vesting of your unvest8tbck Awardssuch that the Stock Awards shall be deeme
one hundred percent vested upon the effectiveafatee Separation Agreemernitems a)-d) shall be referred to, collectively,'8everance
Benefite” ), if, prior to the expiration of your rights to B&ance Benefits as provided below:

1. Vical terminated your employment without your camsir any reason other than iCauseor death oDisability ; or
2. You voluntarily resign your employment fGood Reasol.

The salary continuation payments will cease ingbent of your death. The Severance Benefits desttilerein shall expire on the one (1) yea
anniversary of the date of this lettprpvided, howeverthat such rights shall automatically renew farcmssive one (1) year periods unless
Company provides written notice to you at leastl@g@s prior to the next scheduled expiration daé¢ $kich rights will not be renewed.

Section 409A Notwithstanding anything to the contrary set fdrérein, any Severance Benefits that constituteefdedl compensation” within
the meaning of Section 409A of the Internal ReveGiade of 1986, as amended (thédde”) and the regulations and other guidance
thereunder and any state law of similar effectléoively “ Section 409A") shall not commence in connection with your teration of
employment unless and until you have also incuar



“separation from service” (as such term is defime@ireasury Regulation Section 1.409A-1(hBgparation from Servicé), unless the
Company reasonably determines that such amountdmpyovided to you without causing you to incug #uditional 20% tax under
Section 409A.

It is intended that each installment of the SeveedBenefits provided for in this letter is a sepatpayment” for purposes of Treasury
Regulations Section 1.409A-2(b)(2)(i). For the a\avice of doubt, it is intended that payments of3beerance Benefits set forth in this letter
satisfy, to the greatest extent possible, the exiempfrom the application of Section 409A providetter Treasury Regulations Sections
1.409A-1(b)(4), 1.409A-1(b)(5) and 1.409A-1(b)(Blpowever, if the Company (or, if applicable, the segsor entity thereto) determines that
the Severance Benefits constitute “deferred congians under Section 409A and you are, on the dafgeparation from Service, a “specified
employee” of the Company or any successor entéyetio, as such term is defined in Section 409AJ3{#) of the Code, then, solely to the
extent necessary to avoid the imposition of theeagly personal tax consequences under Section 4@Pthe timing of the Severance Benefits
payments shall be delayed until the earlier to potii) the date that is six (6) months and ong aftler your Separation from Service or (ii)
date of your death (such applicable date, tBpécified Employee Initial Payment Datg and (b) the Company (or the successor entity
thereto, as applicable) shall (i) pay to you a llsum amount equal to the sum of the Severance Bepafyments that you would otherwise
have received through the Specified Employee Irfiteyment Date (including reimbursement for anynptens paid by you for health
insurance coverage under COBRA) if the commencemwifethie payment of the Severance Benefits had @@t lso delayed pursuant to this
section and (ii)) commence paying the balance oBéneerance Benefits in accordance with the appgégadyment schedules set forth in this
letter.

Notwithstanding anything to the contrary set fdrérein, you shall receive the Severance Benefitfogh in this Agreement if and only if yc
duly execute and return to the Company, withinapplicable time period set forth therein but inevent more than forty-five (45) days
following the date of Separation from Service, pasation agreement containing the Company’s staifdam of release of claims in favor of
the Company and other standard provisions, incydirithout limitation, those relating to non-dispgement and confidentiality (the “
Separation Agreemer”), and permit the release of claims containeddimeto become effective in accordance with its gefauch latest
permitted effective date, theSeparation Agreement Deadlirn®. If the Company (or, if applicable, the successditythereto) determines tr
the Severance Benefits constitute “deferred comgiens under Section 409A, and your Separation fnvice occurs at a time during the
calendar year when the Separation Agreement caddrbe effective in the calendar year following ¢aéendar year in which your Separation
from Service occurs, then regardless of when tlpaBgion Agreement is returned to the Company &ooines effective, the Separation
Agreement will not be deemed effective any eatlian the Separation Agreement Deadline. Notwitltteghany other payment schedule set
forth in this Agreement, none of the Severance Benill be paid or otherwise delivered prior teeteffective date of the Separation
Agreement. With respect to COBRA payments, you byequired to pay the COBRA premiums directly luthge effective date of the
Separation Agreement, and in such case the Compifimgimburse you on the first regular payroll pdgy following the effective date of the
Separation Agreement for the payments that the @osnprould have otherwise made had the paymentse®st delayec



Except to the extent that payments may be delagéttiie Specified Employee Initial Payment Dateguant to the preceding paragraph, on
the first regular payroll pay day following the eftive date of the Separation Agreement, the Cognpélhpay you the Severance Benefits )
would otherwise have received pursuant to thieleth or prior to such date but for the delay iprpant related to the effectiveness of the
Separation Agreement, with the balance of the $ewer Benefits being paid as originally scheduled.

Parachute PaymentsIf any payment or benefit (including the SeveraBeaefits) that you would receive in connection wdthhange in
control from the Company or otherwiseRayment”) would (i) constitute a “parachute payment” witlthe meaning of Section 280G of the
Code, and (ii) but for this sentence, be subjetihéocexcise tax imposed by Section 4999 of the tide" Excise Tax"), then the Company
shall cause to be determined, before any amourtedPayment are paid to you, which of the folloyviwo alternative forms of payment
would maximize your after-tax proceeds: (i) paymierfull of the entire amount of the Payment (@ull Payment”), or (ii) payment of only a
part of the Payment so that you receive the lang@gient possible without the imposition of the iB&cTax (a “Reduced Paymeri),
whichever amount results in your receipt, on aaratix basis, of the greater amount of the Paymemntithstanding that all or some portion of
the Payment may be subject to the Excise Tax. kigrgses of determining whether to make a Full Payroea Reduced Payment, the
Company shall cause to be taken into account pliGgble federal, state and local income and empkmt taxes and the Excise Tax (all
computed at the highest applicable marginal ratephthe maximum reduction in federal income tawbgch could be obtained from a
deduction of such state and local taxes). If a RediPayment is made, (i) the Payment shall be gaidto the extent permitted under the
Reduced Payment alternative, and you shall haveghts to any additional payments and/or benebisstituting the Payment, and

(ii) reduction in payments and/or benefits shatiodn the following order: (1) reduction of castlyments; (2) cancellation of accelerated
vesting of equity awards other than stock optigBsrancellation of accelerated vesting of stoctams; and (4) reduction of other benefits
paid to you. In the event that acceleration of cengation from your equity awards is to be redusadh acceleration of vesting shall be
canceled in the reverse order of the date of grant.

The independent professional firm engaged by thagamy for general tax audit purposes as of thepdiay to the effective date of the change
in control shall make all determinations required& made hereunder. If the firm so engaged b tmapany is serving as accountant or
auditor for the individual, entity or group effamgi the change in control, the Company shall apmoimtionally recognized independent
professional firm to make the determinations respinereunder. The Company shall bear all expenglesegpect to the determinations by
such firm required to be made hereunder.

The firm engaged to make the determinations hemustthll provide its calculations, together withadled supporting documentation, to the
Company and you within thirty (30) calendar dayetathe date on which your right to a Paymentigggired (if requested at that time by the
Company or you) or such other time as requestatidZompany or you. If the firm determines thaBxgise Tax is payable with respect to a
Payment, either before or after the applicatiothefReduced Amount, it shall furnish the Company you with a statement reasonably
acceptable to you that no Excise Tax will be imploséh respect to such Payment. Any good faith mheiteations of the firm made hereunder
shall be final, binding and conclusive upon the @any and you



Definitions .
1.

Causeshall mean i) the sustained inadequate performafhgeur duties, as determined by the Company igate discretion; ii) a failure
to perform your duties, other than a failure réaglfrom complete or partial incapacity due to gbgksor mental iliness or impairment;
i) gross misconduct or fraud, or conviction of,aplea ot guilty” or “no conte¢” to, a felony.

Disability shall mean that you, at the time your employmetgrisinated, have performed substantially noneoof wluties under this
Agreement for a period of not less than three amutsee months as the result of your incapacity thughysical or mental illnes

Good Reasomshall mean that you have incurred a material rédiéh your authority or responsibility or a redioct in base salary of
more than 25%. Notwithstanding the foregoing, &gresion for Good Reason shall only occur if: (buynotify the Company in writing,
within 60 days after the occurrence of one of tredoing events, specifying the event(s) constitutgood reason” and that you intend
to terminate your employment no earlier than 30sd#ffer providing such notice; (2) the Company duatscure such condition within 30
days following its receipt of such notice or stategquivocally in writing that it does not interadattempt to cure such condition; and
(3) you resign from employment within 30 days fellng the end of the period within which the Compavas entitled to remedy the
condition constitutin¢good reasc” but failed to do sc

Mitigation shall mean the salary continuation payments destiiibthe section above titled “Salary Continuatioil Severance Benefits
shall be reduced on a dollar-for- dollar basis by ather compensation earned by you for persomaices performed as an employee or
independent contractor during the six-month pefadidwing the termination of your employment, indlag (without limitation) deferred
compensation. Additionally, the Company’s obligatto pay on your behalf one-hundred percent offtiicable COBRA premium for
continued health insurance shall cease effectiom tipe date upon which you become eligible to éfoolgroup health insurance
provided or sponsored by any other employer. Yduagply your best efforts to seek and obtain o#traployment or consulting
engagements, whether on a full or part-time basigd such six-month period in order to mitigate tbompany’s obligations. At
reasonable intervals, you will report to Vical withspect to such efforts and any compensation datmeng such s-month period

Stock Awardsshall mean all outstanding stock options, restiict®ck, and other equity awards granted pursaethiet Company’s stock
option and equity incentive award plans or agreemand any shares of Company stock issued uporisgéhereof. Howeve&tock
Awardsdoes not include stock awards issued under oriheddy plan sponsored by the Company that is irgdnid be qualified under
Section 401(a) of the Internal Revenue Coe.g., the Compar’s 401(k) plan)

This Agreement may be executed in two or more ampatts, each of which shall be deemed an origindlall of which together shall
constitute one and the same instrument. This Agee¢shall be governed by and construed in accoedaith the laws of the State of
California, without regard to conflicts of law pciples.



This Agreement constitutes the complete, final @xdusive embodiment of the entire Agreement betwerl and the Company with regarc
the subject matter hereof. It is entered into with@liance on any promise or representation, @mritir oral, other than those expressly
contained herein. It may not be modified excegt mriting signed by you and the Chief Executivei€df of the Company.

Please sign this Agreement and return it to the gzom at your earliest convenience.

Sincerely,

V ICAL | NCORPORATED

By: /s/  V1JAY B. SAMANT
Vijay B. Samar
President and Chief Executive Offi

A CCEPTED AND A GREED :

/s/ 1GORB ILINSKY
Igor Bilinsky




Exhibit 10.11
August 25, 2003
Dr. Larry Smith
Dear Dr. Smith:

On behalf of Dr. David Kaslow, CSO, | am pleaseddafirm our offer and your acceptance of the ExigelDirector Vaccinology position at
Vical. The information below confirms the saliemtimts of the offer.

Title: Executive Director Vaccinolog

Reporting To: David Kaslow, M.D.

Salary Rate $157,500 annuall

Hiring Bonus: $16,000.00 to be paid within 30 days of employn
Start Date TBD

Additionally, subject to approval by the Stock P@ammittee of the Board, you will receive stockiops exercisable for 18,000 shares of
Vical common stock. These options will have an eiserprice equal to the fair market value of theekton the date granted, and will be suk
to other specific terms and conditions set forthath the Stock Incentive Plan of Vical Incorpotasand the Stock Option Agreement between
you and the company. These will be provided to fpdlowing approval of your stock option grai

In addition to your base salary, hiring bonus aedlsoptions, you will be eligible for an annualnos, in the range of 10% to 25%, based upo
meeting performance expectations, to be initialyjiewed in March of 2004.

| have enclosed an updated “Benefits Summaryith describes the benefits Vical currently offersts employees. The effective date of gr
medical/dental coverage is the first of the mowoilofving your date of hire. Also attached is inf@tion pertaining to your relocation,
including a description of relocation costs that subject to reimbursement by Vical.

This offer is also contingent upon a backgroundckhend drug screen. A positive test will resultésention of the offer. Please contact HR at
858-646-1142 to set up the process. Alternatiwey, can contact Labcorp at 800.833.3984 to lodaeffice nearest your home. Please fill
out the attached Investigative Consumer Reportatan it to Vical HR. The HR fax number is 858.64b4.

Should you voluntarily terminate your employmenthw¥ical, or should Vical terminate your employmémt Cause (as defined below), in
either case within twenty-four months after youtedaf hire, you will be obligated to repay to Vidadth (1) the relocation costs reimbursed by
Vical and (2) your hiring bonus as described abaveach case pro-rated over such twenty-four mpatiod. For example, if you voluntarily
terminate your employment, or if Vical terminatesiy employment for Cause, on the 12 month anniveisiayour date of hire, you will be
obligated to repay 50% of the relocation costs beirmed by Vical and 50% of your hiring bonus. Naéstanding the foregoing, Vical may
elect not tc



enforce your repayment obligation if its Board dfdators determines, in its sole and exclusive foegt and discretion, that the repayment
obligation violates the Sarbanes-Oxley Act of 2002ther applicable law or regulation. Your sigmatand return of this document verifies
your acceptance of these conditic

“Cause” means the occurrence of any of the follgw({i) your conviction of any felony or any crimevolving fraud or dishonesty which has a
material adverse effect on Vical, (2) your partitipn (whether by affirmative act or omission) ifraud, act of dishonesty or other act of
misconduct against Vical or any employee or agéiical, (3) your breach of any material term ofyasontract between you and Vical which
has a material adverse effect on Vical, (4) yopeeted violation of any material policy of Vical igzh has a material adverse effect on Vical
and (5) conduct by you which, based upon a godHt &id reasonable factual investigation, demorestnadur gross unfitness to serve.
Notwithstanding the foregoing, your death or dikgbshall not constitute Cause as set forth heréire determination that a termination is
Cause shall be made by Vical's Board of Directarigd sole and exclusive judgment and discretion.

This offer is contingent upon (1) the executionha Company’s standard form of Employee Proprieliafgrmation and Inventions Agreement
(see attachment) and (2) satisfying the requiresnefithe Immigration Control and Reform Act. Thadaissue can be accomplished by
presenting a document or documents that establésttity and eligibility for employment within threys of commencing employment. A
copy of the INS (Employment Eligibility Verificatig form is attached. If you have any questions wétliard to documents appropriate for
these purposes, please contact me.

Your employment with Vical is “at-will”. In other @rds, either you or Vical can terminate your empleynt at any time for any reason, with or
without cause and with or without notice. This teshemployment is not subject to change or modificaof any kind except if in writing and
signed by you and the President & CEO of Vical.

Please note that this offer supersedes any pri@eatents, representations or promises of any lhdther written, oral, express or implied,
between the parties hereto with respect to theestibjatters herein. It constitutes the full, cortgoknd exclusive agreement between you and
Vical with respect to the subject matters herein.

Larry, we are pleased that you will join us in tresvarding endeavor. | know that David Kaslow amel éntire Clinical Research organization
look forward to working with you. If you have quiests, please feel free to contact me at 585.464.110

Sincerely,

Vicki Hewlett
Human Resource Direct:



Upon acceptance of this offer, please sign one obplyis letter and one copy of the Employee Petary Information and Inventions
Agreement and return them to me at Vical.

This offer of employment is accepted and agreed to:

/s/ DR.LARRYSMITH 8/28/03
Dr. Larry Smith Date

Attachments: Vical Relocation Package Guideline
Vical Benefits Summary
Employe€’'s Proprietary Information and Inventions Agreement
Employment Eligibility Verification



Exhibit 10.12
December 19, 2008

Larry Smith
Vical Incorporated

Re: Amended and Restated Severance Agreement
Dear Larry:

This letter amends and restates in its entirety yonended and Restated Severance Agreement withl Wicorporated (th&Company”)
dated February 20, 2007 regarding severance pagigynsigning this letter, you will be agreeinghe following terms:

Salary Continuation. Subject tamitigation, Vical will continue to pay your base compensatiainthe rate then in effect, for up to six months
following the termination of your employment if,ipr to prior to the expiration of your rights to&g continuation as provided below:

1. Vical terminates your employment without your camder any reason other than iCauseor Disability ; or
2. You voluntarily resign your employment fGood Reaso.

The salary continuation payments will cease ingbent of your death. In order to receive your satamtinuation, you will be required to sign
a release in a form acceptable to Vical, of anyahdaims that you may have against Vical. ThHaryacontinuation rights described herein
shall expire on the 1 year anniversary of the déathis letter;provided, howeverthat such rights shall automatically renew farcassive 1
year periods unless the Company provides writtdit@do you at least 30 days prior to the next dakerl expiration date that such rights \
not be renewed.

Section 409A. It is intended that each installment of the Semee Benefits or Change in Control Severance Besrisfa separate “payment”
for purposes Section 1.409A-2(b)(2)(i) of the TregsRegulations. For the avoidance of doubt, ihisnded that payments of the Severance
Benefits or Change in Control Severance Benefiisfgato the greatest extent possible, the exemngtirom the application of Section 409A
provided under Sections 1.409A1(b)(4), 1.409A-Bh¥nd 1.409A-1(b)(9) of the Treasury RegulatidAewever, if the Company determines
that the Severance Benefits or Change in Contreéi®mce Benefits constitute “deferred compensatiomier Section 409A and you are, on
your separation from service“specified employee” of the Company (as such teymieifined in Section 409A(a)(2)(B)(i) of the Codlegn,
solely to the extent necessary to avoid the incuweef the adverse personal tax consequences 8edton 409A, the timing of the paymen
the Severance Benefits or Change in Control SeeerBenefits shall be delayed so that on the eddieccur of: (i) the



date that is six months and one day after yourrs¢ipa from service and (ii) the date of your degtich applicable date, the “Specified
Employee Initial Payment Date”), the Company sf@)ipay to you a lump sum amount equal to the sfitheSeverance Benefits or Change
in Control Severance Benefits that you would othsevihave received through the Specified Employdli®ayment Date if the
commencement of the payment of the Severance BerefChange in Control Severance Benefits hadbeeh so delayed pursuant to this
paragraph and (B) commence paying the balanceedbéiverance Benefits or Change in Control Severdanefits in accordance with the
applicable payment schedules set forth in this Agrent.

Definitions.

1. Causeshall mean a failure to perform your duties, othan a failure resulting from complete or partraddpacity due to physical or
mental illness or impairment, gross misconductauad or conviction of, or a plea “guilty” or “no conte¢” to a felony.

2.  Change in Controthall mean (A) a change in the composition of tbar of Directors, as a result of which fewer tb@f6 of the
incumbent directors are directors who either: @d been directors of the Company 24 months prisutdh change; or (2) were elected,
or nominated for election, to the Board of Direstaith the Company 24 months prior to such chamgkeveho were still in office at the
time of the election or nomination; or (B) any pardy the acquisition or aggregation of securitiethe Company is or becomes the
beneficial owner, directly or indirectly, of sedigs of the Company representing 50% or more ottmbined voting power of the
Company’s securities eligible to vote for the dlatof directors; except that any change in thatied beneficial ownership of the
Company'’s securities by any person resulting sdlelym a reduction in the aggregate number of ontitey shares of the Company’s
stock, and any decrease thereafter in such persamiership of securities, shall be disregarded sath person increases in any mannel
directly or indirectly, such pers’s beneficial ownership of any securities of the @any.

3. Disability shall mean that you, at the time your employmetgrisiinated, have performed substantially noneooir yluties under this
Agreement for a period of not less than three aoutsee months as the result of your incapacity thughysical or mental illnes

4. Good Reasoshall mean that you have incurred a material réoiiéh your authority or responsibility or a redioct in base salary of
more than 25%. Notwithstanding the foregoing, égresgtion for Good Reason shall only occur if: (duynotify the Company in writing,
within 60 days after the occurrence of one of tredoing events, specifying the event(s) constitutgood reason” and that you intend
to terminate your employment no earlier than 30sd#fyer providing such notice; (2) the Company duatscure such condition within 30
days following its receipt of such notice or stategquivocally in writing that it does not interaddttempt to cure such condition; and
(3) you resign from employment within 30 days fellng the end of the period within which the Compavas entitled to remedy the
condition constitutin¢good reasc” but failed to do sc



5. Stock Awardshall mean all stock options, restricted stock, ether equity awards granted pursuant to the Cogipaitock option and
equity incentive award plans or agreements andshages of Company stock issued upon exercise thétewever,Stock Awardsloes
not include stock awards issued under or held ynpdan sponsored by the Company that is intendémx tgualified under Section 401(a)
of the Internal Revenue Code (e.g., the Com’s 401(k) plan)

This letter may be executed in two or more couratesp each of which shall be deemed an originaladinaf which together shall constitute ¢
and the same instrument. This letter shall be gmdkby and construed in accordance with the lavkeoState of California, without regard to
conflicts of law principles.

Please sign this letter and return it to the Comifaryour earliest convenience.

Sincerely,

V ICAL | NCORPORATED

By: /s/  V1JAY B. SAMANT
Vijay B. Samar
President and Chief Executive Offi

A CCEPTED AND A GREED :

/s/  LARRY SMITH
Larry Smith




Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference irféHewing Registration Statements:

14)

Registration Statement (Forn-3 No. 33:-181157) of Vical Incorporate:
Registration Statement (Forn-3 No. 33:-164476) of Vical Incorporate:

Registration Statement (Forn-8 No. 33:-30181) pertaining to the 1992 Stock Plan of Vicaldrporated
Registration Statement (Forn-8 No. 33:-80681) pertaining to the Stock Incentive Plan afaVincorporatec
Registration Statement (Forn-8 No. 33:-60293) pertaining to the Stock Incentive Plan afaVincorporatec
Registration Statement (Forn-8 No. 33:-66254) pertaining to the Stock Incentive Plan afaVincorporatec
Registration Statement (Forn-8 No. 33:-97019) pertaining to the Stock Incentive Plan afaVincorporatec
Registration Statement (Forn-8 No. 33:-107581) pertaining to the Stock Incentive Plan afaV/Incorporated

Exhibit 23.1

Registration Statement (Form S-8 No. 333-1169®taining to the Amended and Restated Stock thaeRlan of Vical

Incorporated

Registration Statement (Form S-8 No. 333-13ppéétaining to the Amended and Restated Stocknine=Plan of Vical

Incorporated

Registration Statement (Form S-8 No. 333-143®&%Haining to the Amended and Restated StockntneePlan of Vical

Incorporated

Registration Statement (Form S-8 No. 333-169®44taining to the Amended and Restated Stockntha=Plan of Vical

Incorporated

Registration Statement (Form S-8 No. 333-183p&Haining to the Amended and Restated StocknthaePlan of Vical

Incorporated, an

Registration Statement (Form S-8 No. 333-19Dp48aining to the Amended and Restated StockntneePlan of Vical

Incorporated

of our reports dated February 14, 2014, with resfmethe financial statements of Vical Incorporated the effectiveness of internal control
over financial reporting of Vical Incorporated indkd in this Annual Report (Form 10-K) of Vical twrporated for the year ended
December 31, 2013.

San Diego, California
February 14, 2014

/sl Ernst & Young LLP



Exhibit 31.1
CERTIFICATION

I, Vijay B. Samant, certify that:
1. | have reviewed this Annual Report on Form 16fK/ical Incorporated,;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or enéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, niatadisg with respect to the period

covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. 1 am responsible for establishing and maintgrisclosure controls and procedures (as defin&katange Act Rules 13a-15(e) and
15d-15(e)) and internal control over financial remy (as defined in Exchange Act Rules 13a-15¢f) 45d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedorss designed under my
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsubsidiaries, is made known to me by
others within those entities, particularly duriig oeriod in which this report is being prepared;

b) Designed such internal control over financigloiting, or caused such internal control over fahreporting to be designed
under my supervision, to provide reasonable asseregarding the reliability of financial reportingd the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c) Evaluated the effectiveness of the registeadisclosure controls and procedures and preséentbi report my conclusions abi
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such evaluation; ant

d) Disclosed in this report any change in the teghid’s internal control over financial reportirtgat occurred during the registrant’s
fourth fiscal quarter that has materially affectedis reasonably likely to materially affect, ttegistrant’s internal control over financial
reporting; and

5. I have disclosed, based on my most recent elv@tuaf internal control over financial reportintg, the registrang auditors and the au
committee of the registrant’s board of directonsgersons performing the equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting which
are reasonably likely to adversely affect the regrg’s ability to record, process, summarize aqbrt financial information; and

b) Any fraud, whether or not material, that invadwaanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reporting.

Date: February 14, 2014 By: /sl Viiay B. SAMANT
Vijay B. Samant
Chief Executive Officer and
Acting Chief Financial Officer




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to Section 906 of the Sarbanes-Oxley A2002 (18 U.S.C. 8§ 1350, as adopted), Vijay B. 8aimthe Chief Executive Officer and
Acting Chief Financial Officer of Vical Incorporatdthe “Company”), hereby certifies that, to thethaf his knowledge:

1. The Company’s Annual Report on Form 10-K for peeiod ended December 31, 2013, to which thisif@etion is attached as
Exhibit 32.1 (the “Annual Report”), fully compliegith the requirements of Section 13(a) or Sectibfd} of the Securities Exchange Act
of 1934, as amended; and

2. The information contained in the Annual Repaitly presents, in all material respects, the faaincondition of the Company at
the end of the period covered by the Annual Reawdtresults of operations of the Company for theodecovered by the Annual Report.

Dated: February 14, 2014

/sl V1AY B. SAMANT
Vijay B. Samant
Chief Executive Officer and
Acting Chief Financial Officer

THIS CERTIFICATION “ACCOMPANIES” THE ANNUAL REPORTI|S NOT DEEMED FILED WITH THE SEC AND IS NOT TO
BE INCORPORATED BY REFERENCE INTO ANY FILING OF THEOMPANY UNDER THE SECURITIES ACT OF 1933, AS
AMENDED, OR THE SECURITIES EXCHANGE ACT OF 1934, ASMENDED (WHETHER MADE BEFORE OR AFTER THE DATE
OF THE ANNUAL REPORT), IRRESPECTIVE OF ANY GENERANCORPORATION LANGUAGE CONTAINED IN SUCH FILING. #
SIGNED ORIGINAL OF THIS CERTIFICATION HAS BEEN PRARED TO THE COMPANY AND WILL BE RETAINED BY THE
COMPANY AND FURNISHED TO THE SECURITIES AND EXCHANE COMMISSION OR ITS STAFF UPON REQUES



