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PROSPECTUS SUPPLEMENT
To Prospectus dated December 9, 2003

4,704,000 Shares

VICAL INCORPORATED V|CO‘

Common Stock
$4.80 per share

*  Vical Incorporated is offering 4,704,000 shareg®tommor
stock. e Trading symbol: Nasdaq National Marl— VICL

*  The last reported sale price of our common stocotober 11
2005 was $6.05 per sha

This investment involves risk. See “Risk Factors” o page S-2 of this prospectus supplement.

Per Share Total
Public offering price $ 4800 $22,579,20
Placement agency fe $ 0.28¢ $ 1,354,75
Proceeds, before expenses, to Vical Incorpot $ 4512 $21,224,44

Neither the Securities and Exchange Commission n@ny state securities commission has approved of amye’s investment in these
securities or determined if this prospectus supplesnt and the accompanying prospectus are truthful ocomplete. Any representation t
the contrary is a criminal offense.

Delivery of the shares will be made on or aboutoBet 17, 2005. Certain purchaser funds will be di¢pd into an escrow account and held
until jointly released by us and the placement &en the date the shares are to be deliverectputchasers. All funds received will be held
in a non-interest bearing account.

Piper Jaffray & Co. is acting as lead placemenhagad Needham & Company, LLC and Rodman and Re&ndHzC are acting as co-
placement agents in this offering. Because thene isiinimum offering amount required as a conditolosing in this offering, the placem:
agency fees and net proceeds to us, if any, iroffésing may be less than the maximum offering ante set forth above.

Piper Jaffray
Needham & Company
Rodman & Renshav

The date of this prospectus supplement is Octoberl12005.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This prospectus supplement and the accompanyirgppotus dated December 9, 2003 relate to the loffes of 4,704,000 shares of our
common stock. In the accompanying prospectus, weige you with a general description of our se@esithat we are offering. These
documents contain important information you shaddsider when making your investment decision. phisspectus supplement may add,
update or change information in the accompanyimggectus. You should read both this prospectusiemgmnt and the accompanying
prospectus as well as the additional informatioscdbed under “Information Incorporated by Refeenan page S-2 of this prospectus
supplement and “Where You Can Find More Informdtiom page 22 of the accompanying prospectus béfieesting in our securities.

You should rely only on the information containedraorporated by reference into this prospectygpkment and the accompanying
prospectus. We have not, and the placement agamsriot, authorized any other person to providewibtll information different from that
contained or incorporated in this prospectus supelg and the accompanying prospectus. We are odféoi sell our securities only in
jurisdictions where offers and sales are permiftérk information contained or incorporated inte thiospectus supplement and
accompanying prospectus is complete and accuréteasrof the date of such information, regardl€sthe time of delivery of this prospectus
supplement and the accompanying prospectus oryo$ae of our securities.

In this prospectus supplement, unless the contagtwise indicates, the terms “we,” “our,” “us,”dfthe company” refer to Vical
Incorporated.
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RISK FACTORS

Investment in our common stock involves risk. Befdeciding whether to invest in our common stock) ghould consider carefully the risk
factors discussed in the section entitled “Riskt&ia on page 4 of the accompanying prospectustaoge discussed in the section entitled
“Risk Factors” contained in our Quarterly Reportform 10-Q for the quarterly period ended June2B05, as filed with the Securities and
Exchange Commission, or SEC, on August 8, 2005¢hvisi incorporated herein by reference in its ettjras well as any amendment or
update thereto reflected in subsequent filings WithSEC. If any of these risks actually occurs,lusiness, financial condition, results of
operations or cash flow could be seriously harrmidds could cause the trading price of our secwitiedecline, resulting in a loss of all or part
of your investment.

USE OF PROCEEDS

We expect the net proceeds from this offering tapéo approximately $21.0 million after deductieytain fees due to the placement agents,
as described in “Plan of Distribution,” and ourimsited offering expenses, which we expect to beagpmately $225,000 and which include
legal, accounting and printing costs and variotigiotees associated with registering and listimgstiares of common stock to be sold in this
offering. The net proceeds from this offering voié used primarily in the further development of oytomegalovirus vaccine, interleukin-
2/electroporation and avian influenza vaccine paots. The remainder of the net proceeds will be fmegeneral corporate purposes,
including clinical trials, research and developmexptenses, general and administrative expensesifatinring expenses, and potential
acquisitions of companies and technologies thatptement our business. We currently have no agreeneercommitments relating to such
acquisitions. We do not expect to use any of thepreceeds from this offering in the further deyetent of our Allovectin-? program. We
are currently seeking a partner to pursue furteeetbpment of Allovectin-? and do not expect to conduct a Phase 3 trial afulttin-7®

until such time, if any, as we identify and reaghement with a partner. Pending their applicatrom expect to invest the net proceeds in
short-term, interest-bearing instruments or otheestment-grade securities.

INFORMATION INCORPORATED BY REFERENCE

The SEC allows us to “incorporate by reference”itffiermation in documents we file with it, which ares that we can disclose important
information to you by referring you to those docuntse The information incorporated by referencenisnaportant part of this prospectus
supplement and the accompanying prospectus, aodrniafion that we file later with the SEC will autatically update and supersede this
information. We incorporate by reference the docuisiéisted below and any future filings we makehwiie SEC under Sections 13(a), 13(c),
14 or 15(d) of the Securities Exchange Act of 1884l all of the securities that we may offer witlis prospectus supplement and the
accompanying prospectus are sold:

» our Annual Report on Form 10-K for the fiscal yeaded December 31, 2004,

» our proxy for our annual meeting of stockholderdvtay 19, 2005, filed with the SEC on April 8, 20t

» our Quarterly Report on Form 10-Q for the fiscadudar ended March 31, 2005,

e our Quarterly Report on Form -Q for the fiscal quarter ended June 30, 2(

» our Current Reports on Form 8-K filed with the S&CFebruary 25, 2005 and September 23, 2005,

» the description of our common stock contained inRegistration Statement on Fori-A filed with the SEC on January 8, 1993, ¢

» all documents filed by us with the SEC under Sestiv3(a), 13(c), 14 or 15(d) of the Exchange Atrahe date of this prospectus
supplement and before termination of this offer
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You may request a copy of these filings at no dmgtyriting or telephoning the Director of Inves®Relations, Vical Incorporated, 10390
Pacific Center Court, San Diego, CA 92121, (858)-6427.

DILUTION

Our net tangible book value on June 30, 2005 wasoxgmately $65.0 million, or approximately $2.7&rshare of common stock. Net tang
book value per share is determined by dividingreatrtangible book value, which consists of tang#ssets less total liabilities, by the number
of shares of common stock outstanding on that d¥ithout taking into account any other changediertet tangible book value after June 30,
2005, other than to give effect to our receipthaf €stimated net proceeds from the sale of thermaxinumber of shares issuable in this
offering (4,704,000 shares) at an offering pric&480 per share, less the fees due to the pladergents and our estimated offering expenses,
our net tangible book value as of June 30, 2008y giving effect to the items above, would haverbapproximately $86.0 million, or $3.66

per share. This represents an immediate increabe inet tangible book value of $0.89 per shaexisting stockholders and an immediate
dilution of $1.14 per share to new investors. TdiWving table illustrates this per share dilution:

Public offering price per sha $4.8C
Net tangible book value per share as of June 305 $2.71
Increase in net tangible book value per sharebatable to the offerin $0.8¢
Pro forma net tangible book value per share asind B0, 2005, after giving effect to the offer $3.6¢€
Dilution per share to new investors in the offer $1.14

The above table is based on 23,517,702 shareswhoo stock outstanding as of June 30, 2005 andiées) as of June 30, 2005:

* 3,990,460 shares of common stock issuable upoextaeise of outstanding stock options with a weddtdaverage exercise price of
$9.18 per shart

e 236,000 shares of common stock issuable upon thersent of outstanding restricted stock units, and

e 703,702 shares of common stock available for fugmaat under our stock incentive plan and our dine’ stock option plan

To the extent that any of these options are exadcisew options are issued under our stock incemtiian or our directors’ stock option plan or
we issue additional shares of common stock in théré, there will be further dilution to new invest.

PLAN OF DISTRIBUTION

We have entered into a placement agency agreedwst] as of October 11, 2005, with Piper Jaffra@&, Needham & Company, LLC and
Rodman & Renshaw, LLC. Subject to the terms andlitimms contained in the placement agency agreerRgmer Jaffray has agreed to act as
the lead placement agent and Needham & CompanfRadthan & Renshaw have agreed to act as co-placexgents in connection with the
sale of up to 4,704,000 shares of our common stottkis offering. The placement agents are notlpasog or selling any securities by this
prospectus supplement and the accompanying praspexir are they required to arrange the purchasele of any specific number or dollar
amount of the securities, but they have agreedécheir best efforts to arrange for the sale laffahe securities in this offering.

The placement agency agreement provides that tigatibns of the placement agents and the investigrsubject to certain conditions
precedent, including, among other things, the alsefany material adverse change in our businegshe receipt of certain opinions, letters
and certificates from our counsel, our independegistered public accounting firm and us.
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We currently anticipate that the closing of theesafl 4,704,000 shares of our common stock will falleee on or about October 17, 2005. On
the closing date, the following will occur:

» we will receive funds in the amount of the aggregairchase price, at
» the placement agents will receive the placemem@gtee in accordance with the terms of the placgragency agreement.

The placement agents propose to arrange for tee@aine or more purchasers of the securitieseaffpursuant to this prospectus supplement
and the accompanying prospectus. Certain purcliases will be deposited into an escrow accounttagld until jointly released by us and the
placement agents on the date the securities areed® to the purchasers. The escrow agent witlitedl funds it receives to a non-interest
bearing account in accordance with Rule 15¢2-4 utideSecurities Exchange Act of 1934. The escrgenawill not accept any purchaser
funds until the date of this prospectus supplement.

We have agreed to pay the placement agents angaggifee equal to 6.0% of the gross proceeds fhensale of securities in this offering.
Pursuant to a requirement by the National Assamiatif Securities Dealers, Inc., or NASD, the maximeommission or discount to be
received by any NASD member or independent brokaiét may not be greater than 8.0% of the grossepds received by us for the sale of
any securities being registered pursuant to SE@ BRLb. The following table shows the per sharetatad fees we will pay to the placement
agents in connection with the sale of the secsritiéered pursuant to this prospectus supplemeahtt@accompanying prospectus, assuming
the purchase of all of the securities offered hgreb

Per share placement agent f $ 0.28¢
Maximum offering tota $ 1,354,75

Because there is no minimum offering amount regu@&® a condition to closing in this offering, thetual total offering fees, if any, are not
presently determinable and may be substantial/tlesn the maximum amount set forth above.

We have agreed to indemnify the placement agemtsarain other persons against certain liabilitieder the Securities Act of 1933. We h
also agreed to contribute to payments the placeagerits and the purchasers may be required to imakspect of such liabilities.

A copy of the placement agency agreement is incldean exhibit to our Current Report on Form 8t will be filed with the Securities and
Exchange Commission in connection with the consutiomaf this offering.

The placement agents have informed us that thdyatlengage in overallotment, stabilizing trangats or syndicate covering transactions in
connection with this offering.

We and each of our directors and executive offiberse agreed to certain restrictions on the altitityell shares of our common stock and ¢
securities that they beneficially own, includingseties convertible into or exercisable or excheatge for our common stock, for a period of
90 days following the date of this prospectus seip@int. This means that, subject to certain exceptior a period of 90 days following the
date of this prospectus supplement, we and sucopgimay not, directly or indirectly, offer, pledg@anounce the intention to sell, sell,
contract to sell, sell any option or contract toghase, purchase any option or contract to selhtgany option, right or warrant to purchase, or
otherwise transfer or dispose of any shares otommmon stock, without the prior written consenPgfer Jaffray. Notwithstanding the
foregoing, if (x) during the last 17 days of su¢hday period, we announce that we will releaseiegsresults or publicly announce other
material news or a material event relating to wsioEor (y) prior to the expiration of the 90 dagripd, we announce that we will
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release earnings results during the 16 day pergihbing on the last day of the 90 day period, thezach case the 90 day period will be
extended until the expiration of the 18 day pebedinning on the date of release of the earningidtseor the public announcement regarding
the material news or the occurrence of the matexiaht, as applicable, unless Piper Jaffray wainesriting, such extension. At any time and
without public notice, Piper Jaffray may in itsesaliscretion release all or some of the securiit@s these lock-up agreements.

The transfer agent for our common stock is Mellovektor Services LLC.
Our common stock is traded on the Nasdaq Natioreakkt under the symbol “VICL”.
LEGAL MATTERS

The validity of the issuance of the shares of comstock offered hereby will be passed upon by ouneel, Cooley Godward LLP, San
Diego, California. The placement agents are bedépgasented in connection with this offering by Loatein Sandler PC, New York, New
York.
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PROSPECTUS
$50,000,000
Vical Incorporated
Preferred Stock

Common Stock

We may offer and sell from time to time, at prieesl on other terms that we will determine at threetof each offering:
» shares of preferred stock,

» shares of common stock.

We will provide the specific terms of these sedesiin supplements to this prospectus. You shadd this prospectus, the information
incorporated by reference in this prospectus agdamspectus supplement carefully before you invest

Our common stock is quoted and traded on the NaNd¢iqnal Market under the symbol “VICL.”

Investing in our securities involves risks. See Risk Factors” beginning on page 4. This prospectus may not be
used to offer or sell any securities unless accompad by a prospectus supplement.

Neither the Securities and Exchange Commissiorangistate securities commission has approved appgisved of these securities or
determined if this prospectus is truthful or cont@lény representation to the contrary is a crirafiense.

We will sell these securities directly to our stholders or to purchasers or through agents on elalbor through underwriters or deal
as designated from time to time. If any agentsnatemwriters are involved in the sale of any of ehescurities, the applicable prospectus
supplement will provide the names of the agentsnaierwriters and any applicable fees, commissiomkszounts.

The date of this prospectus is December 9, :



You should rely only on the information containedrorporated by reference in this prospectusgrmospectus supplement. We have
not authorized anyone to provide you with differeninconsistent information. If anyone providesiyeith different or inconsistent
information, you should not rely on it. We are nwking an offer to sell these securities in anis{liction where the offer or sale is not
permitted. You should not assume that the inforomegippearing in this prospectus or any prospecipglement is accurate as of any date ¢
than the date on the front cover of this prospeetuble prospectus supplement, or that the infdomatontained in any document incorporated
by reference is accurate as of any date otherttieadate of the document incorporated by referemgmrdless of the time of delivery of this
prospectus or any prospectus supplement. Our lassifieancial condition, results of operations praspects may have subsequently changed
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Whenever we refer to “Vical,” “we,” “our” or “us™ this prospectus, we mean Vical Incorporated,ssifee context suggests otherwise.
When we refer t¢you” or “yours” we mean the holders of the applicable series afrgess.



ABOUT THIS PROSPECTUS

This prospectus is part of a registration staterttettwe filed with the Securities and Exchange @ssion, or SEC, using a “shelf”
registration process. Under this shelf registrafiozcess, we may sell common stock or preferrezkstoone or more offerings up to a total
dollar amount of $50,000,000. This prospectus plesiyou with a general description of the securitie may offer. Each time we offer to sell
securities, we will provide a prospectus supplentiesit will contain specific information about therms of that offering. The prospectus
supplement may also add, update or change infosmatintained in this prospectus or in documentsrppmrated by reference in this
prospectus, other than information changing théchiasms of this offering or the securities offer@d the extent that any statement that we
make in a prospectus supplement is inconsisteht stéttements made in this prospectus or in docisniecorporated by reference in this
prospectus, the statements made or incorporateefésence in this prospectus will be deemed matlidiesuperseded by those made in the
prospectus supplement. You should carefully redtd thos prospectus and any prospectus supplemeetiter with the additional information
described under “Where You Can Find More Informatioefore buying any securities in this offering.
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SUMMARY OF OUR BUSINESS

Our goal is to be an integrated biopharmaceuticalgany committed to the development and commezeitidin of vaccines and
immunotherapies. We believe our unique DNA techgglcan be applied to the development of new andbetedicines that improve peope’
lives. We, together with our network of licensegrd aollaborators, are currently developing a nunadferaccine and therapeutic protein
product candidates for the prevention or treatméirifectious diseases, cancer, and cardiovasdigdaases. Our independent development
programs include vaccines for cytomegalovirus, BAC and anthrax, as well as a novel immunotherdpédat treatment of melanoma.

In addition to our independent drug developmeruaredf we license our intellectual property to otbempanies. This allows us to
leverage our technologies for applications that matybe appropriate for our independent produceligment efforts. In addition, we pursue
contract manufacturing opportunities to leverageinfrastructure and expertise in plasmid manufaety and to provide revenues that
contribute to our independent research and devedapefforts.

Our headquarters are located at 10390 Pacific €&utert, San Diego, California 92121. Our telephoomber is (858) 646-1100. We
maintain an Internet websitestw.vical.com. The reference to our Internet address does mtitote incorporation by reference of the
information contained on our website.

Allovectin-7 ®and Leuvectir? are our trademarks. Any other brand names or traderappearing in this prospectus are the propérty
their respective owners.



RISK FACTORS

You should carefully consider the risks describelbt, together with all of the other informatiorcinded in this prospectus, and in our
other filings with the Securities and Exchange Cassion, before deciding whether to invest in ounusities. The risks described below are
material risks currently known, expected or reabbntoreseeable by us. If any of these risks abfu@icurs, our business, financial condition,
results of operations or cash flow could be setioharmed. This could cause the trading price ofsmcurities to decline, resulting in a loss of
all or part of your investment.

None of our products has been approved for sale, and we have only one product candidate in Phase | clinical trials. If we do not develop
commercially successful products, we may be forced to curtail or cease operations.

All of our potential products are either in reséaoc development. We must conduct a substantiabataf additional research a
development before any U.S. or foreign regulatartharity will approve any of our products. Venytlit data exists regarding the safety and
efficacy of DNA-based vaccines or therapies. Resfliour research and development activities mdigéate that our potential products are
unsafe or ineffective. In this case, regulatonyhatities will not approve them.

For example, in 2002 we announced that the efficktg from our low-dose Phase Il registrationl tnigh Allovectin-7 ®in patients witt
metastatic melanoma would not support a registratidomission with the United States Food and Drdmiistration, or FDA. We also
announced in 2002 that further independent devedopmof Allovectin-7° for head and neck cancer, and of Leuvetfor kidney cancer and
prostate cancer, was not justified in light of othier priorities. As a result, our only product d@ate currently in clinical trials is high-dose
Allovectin-7 ®for metastatic melanoma, which is currently in Rhid<linical trials.

Additionally, we are in the early stages of reshaned development of vaccine candidates for infestdiseases such as CMV and
anthrax. These vaccine candidates will requireiiggmt costs to advance through the developmergest. If such vaccine candidates are
advanced to clinical trials, the results of suédldrmay not support FDA approval. Even if approvaar products may not be commercially
successful. If we fail to develop and commerciabze products, we may be forced to curtail or cegmrations.

Our revenues partially depend on the development and commercialization of products by others to whom we have licensed our technology.
If our collaborators or licensees are not successful or if we are unableto find collaborators or licenseesin the future, we may not be able
to derive revenues from these arrangements.

We have licensed our technology to corporate coftatiors and licensees for the research, developamehtommercialization of specifi
product candidates. Our revenues partially depga the performance by these collaborators anddies of their responsibilities under th
arrangements. Some collaborators or licensees witsgunceed in their product development effortdenrote sufficient time or resources to the
programs covered by these arrangements, causittgdesive little or no revenue from these arrangaisieOur collaborators and licensees may
breach or terminate their agreements with us, andnay be unsuccessful in entering into and maiimgiather collaborative arrangements for
the development and commercialization of produsisgiour technology.

We have a history of net losses. We expect to continue to incur net losses and we may not achieve or maintain profitability.

To date, we have not sold or received approvatlicasy products. We do not expect to sell any potsi for the next several years. Our
net losses were approximately $27.9 million, $9ition and $8.5 million for 2002, 2001 and 2000spectively. As of September 30, 2003,
have incurred cumulative net losses totaling apprately $107.8 million. Moreover, we expect that oet losses will continue and may
increase for the



foreseeable future. For 2003, we have forecast bbse of between $24 million and $28 million. Waymot be able to achieve our projected
results, either because we generate lower reverdew/er investment income than expected, or warigceater expenses than expected, or all
of the above. We may never generate sufficientycbrevenue to become profitable. We also expebat@ quarter-to-quarter fluctuations in
revenues, expenses, and losses, some of which bewdnificant.

We may need additional capital in the future. If additional capital is not available, we may have to curtail or cease operations.

We may need to raise more money to continue thearel and development necessary to bring our ptedlmenarket and to establi
marketing and additional manufacturing capabilitié® may seek additional funds through public aregpe stock offerings, government
contracts and grants, arrangements with corporgborators, borrowings under lease lines of ¢redother sources. We may not be able to
raise additional funds on favorable terms, or latifalve are unable to obtain additional funds, mvay have to reduce our capital expenditures,
scale back our development of new products, reducevorkforce or license to others products or metbgies that we otherwise would seel
commercialize ourselves. The amount of money we negy will depend on many factors, including:

» The progress of our research and development prayg
» The scope and results of our preclinical studiesdinical trials, and
* The time and costs involved in:

. Obtaining necessary regulatory approv

. Filing, prosecuting and enforcing patent claims,

. Scaling up our manufacturing capabilities, i

. The commercial arrangements we may establish.

We anticipate that our available cash and exigimgces of funding will be adequate to satisfy aperating needs through at least 2005.
The regulatory approval process is expensive, time consuming and uncertain, which may prevent us from obtaining required approvals for
the commercialization of our products.

Our product candidates under development and thioser collaborators and licensees are subjecktiensive and rigorous regulations
numerous governmental authorities in the UnitedeStand other countries. The regulations are ewgland uncertain. The regulatory process
can take many years and require us to expend suiate@sources. For example:

» The FDA has not established guidelines concerriagtope of clinical trials required for g-based product:

» The FDA has provided only limited guidance on hoanwy patients it will require to be enrolled in @tial trials to establish the saft
and efficacy of ger-based products, ar

» Current regulations are subject to substantiakre\iy various governmental agenci

Therefore, U.S. or foreign regulations could prévardelay regulatory approval of our productsimit our ability to develop and
commercialize our products. Delays could:

» Impose costly procedures on our activities,
» Diminish any competitive advantages that we attail

» Negatively affect our results of operations anchdésws.



We believe that the FDA and comparable foreign leguy bodies will regulate separately each prodocitaining a particular gene
depending on its intended use. Presently, to cowmiaieze any product we must sponsor and file alegty application for each proposed use.
We then must conduct clinical studies to demonstia¢ safety and efficacy of the product necessaoptain FDA approval. The results
obtained so far in our clinical trials may not leplicated in our ongoing or future trials. This npgvent any of our potential products from
receiving FDA approval.

We use recombinant DNA molecules in our productigdates, and therefore we also must comply witliglines instituted by the
National Institutes of Health, or NIH, and its @#iof Biotechnology Activities. The NIH could rdstror delay the development of our prod
candidates.

We understand that both the FDA and NIH are comsigeules and regulations that would require pubisclosure of commercial
development data that is presently confidentials Plotential disclosure of commercial confidentidbrmation, if implemented, may result in
loss of advantage of competitive secrets.

A rule published in 2002 by the FDA, known commoa$/the “Animal Rule,” attempts to establish reguoients for demonstrating
effectiveness of drugs and biological productseittisgs where human clinical trials for efficacy arot feasible or ethical. The rule requires as
conditions for market approval the demonstratiosaféty and biological activity in humans, and deenonstration of effectiveness under
rigorous test conditions in up to two approprigie@es of animal. We believe that with appropr@gtaance from the FDA, we may seek and
win market approval under the Animal Rule for DNAskd products designed to treat or prevent a @digeasvhich clinical efficacy trials in
humans are neither feasible nor ethical, such a®bA vaccine for anthrax. At the moment, howewee, cannot guarantee that the Animal
Rule will be applied to any of our products, oaffplied, that its application would result in exped development time or regulatory review.

Adverse eventsin thefield of gene therapy, or with respect to our product candidates, may negatively impact regulatory approval or public
perception of our products.

The death in 1999 of a patient undergoing a vigdivéred gene therapy at the University of Penreyilw in an investigator-sponsored
trial was widely publicized. In October 2002 anduary 2003, two children in France who receivecbrgtal-delivered ex vivo gene transfer
for the treatment of X-linked Severe Combined Imoudgficiency Disease, called X-SCID or “bubble bgyhdrome, were diagnosed with
leukemia that was caused by the integration of/ita delivery vehicle in or near a cancer-caugiegion of the children’s genome. The FDA
responded to these events in France by temporaiting all U.S. clinical trials using retroviragtors to transduce hematopoietic stem cells.
Following public advisory committee review by exjsein the field, the FDA allowed these trials ie tH.S. to continue under careful scrutiny,
because the potential benefit of the investigatigeae therapy in patients with this life-threatencondition was believed to justify the risk.

Some of our potential products may be administevgehtients who are suffering from or vulnerableigeases which can themselves be
life-threatening. For example, one patient who hadergone treatment with Allovectin®for advanced metastatic melanoma died more than
two months later of progressive disease and nursesther factors after receiving multiple other aartberapies. The death was originally
reported as unrelated to the treatment. Followmgutopsy, the death was reclassified as “probadtdyed” to the treatment because the
possibility could not be ruled out. We do not bediédllovectin-7® was a significant factor in the patient’s death.

As another example, we may administer our developah€MV vaccine to patients who are at risk of CivBactivation. Likewise, our
developmental anthrax vaccine may eventually beiridtared to patients who have been exposed taantAlthough we do not believe our
vaccine candidates could cause the diseases thelesigned to protect against, a temporal reldtiprisetween vaccination and disease onset
could be perceived as causal.



These adverse events, and real or perceived del result in greater government regulation gridtser labeling requirements for
DNA-based vaccines or therapies, and may advensglgict market acceptance of some of our produdlidates. Increased scrutiny in the
field of gene therapy also may cause regulatorgydedr otherwise affect our product developmerdresffor clinical trials.

Our patents and proprietary rights may not provide us with any benefit and the patents of others may prevent us from commercializing our
products.

As of November 25, 2003, we had 21 patents issudltei U.S., seven patents issued in Europe, ondnich was revoked and is unc
appeal, and two patents issued in Japan, one ahwirs opposed and maintained in amended form@fgaosition. We also had two patents
issued in the U.S. directed to vaccines for Lynsedse for which we were a co-assignee with Av@&tagteur (successor to Pasteur Merieux
Serums et Vaccines, the named assignee) and tiersity of Texas. We also had 15 patents issuéadr@ign countries related to influenza
vaccines for which we were a co-assignee with Mé&cko., Inc. and one patent issued in a foreigmégurelated to vaccines against Lyme
disease for which we were a co-assignee with Agdpdisteur and the University of Texas. In additieehad 26 pending patent applications in
the U.S. and 41 pending patent applications inijorgenues for which we were the sole assignealllyinrve had four patent applications
pending in the U.S. and 17 patent applications ppenich foreign venues related to influenza vaccifoesvhich we were a co-assignee with
Merck, as well as five patent applications pendimfpreign venues related to applications diredtedaccines against Lyme disease for which
we were a co-assignee with Aventis Pasteur antttieersity of Texas.

We may not receive any patents from our currerdrgapplications. Moreover, if patents are isswedlst governmental authorities may
not allow claims sufficient to protect our techrgjaand products. Finally, others may challengeeekgo circumvent or invalidate our patents.
In that event, the rights granted under our paterayg be inadequate to protect our proprietary teldgy or to provide any commercial
advantage.

Once issued, we maintain our patents by paying teaémce fees to the patent office in each countgnadue. Where appropriate, we
participate in legal proceedings to vigorously aefagainst the revocation or withdrawal of our ptgeThe scope and nature of these
proceedings generally differ depending on the aguntwhich they are initiated.

For example, our core DNA delivery technology ise@d by a European patent that has been issuegtaoked as a result of an
opposition in Europe, and a Japanese patent trabriginally revoked but subsequently reinstateddpan. In addition, our core DNA delive
technology is covered by a patent that was withdrram issuance as a result of a protest procedutanada. We are currently appealing the
European revocation, responding to Trial for Indation, or TFI, requests in Japan, and continuiogegcution in Canada, but if our actions do
not succeed, we may lose all or part of our pragrieprotection on our product candidates in th@setries or regions.

Some components of our gene-based product candidegeor may become, patented by others. As &,regumay be required to obtain
licenses to conduct research, to manufacture, oratixet such products. Licenses may not be availablcommercially reasonable terms, or at
all, which may impede our ability to commercialimer products.

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

Our success will depend in part on our ability btadn patent protection for our products and preessboth in the United States and in
other countries. The patent positions of biotecbgpland pharmaceutical companies, however, cangbdyhuncertain and involve complex
legal and factual questions. Therefore, it is diffi to predict the breadth of claims allowed ie thiotechnology and pharmaceutical fields.
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We also rely on confidentiality agreements with ocarporate collaborators, employees, consultardscartain contractors to protect our
proprietary technology. However, these agreemeaisime breached and we may not have adequate renfedsuch breaches. In addition,
trade secrets may otherwise become known or indigely discovered by our competitors.

Protecting intellectual property rights can be vexpensive. Litigation will be necessary to enfgpegents issued to us or to determine
scope and validity of third-party proprietary righMoreover, if a competitor were to file a patepplication claiming technology also invented
by us, we would have to participate in an intenfieeeproceeding before the United States PatenTerdemark Office to determine the priority
of the invention. We may be drawn into interferenagth third parties or may have to provoke intexfeees ourselves to unblock third-party
patent rights to allow us or our licensees to contiméze products based on our technology. Litigmttould result in substantial costs and the
diversion of management’s efforts regardless ofdseailts of the litigation. An unfavorable resultitigation could subject us to significant
liabilities to third parties, require disputed righo be licensed or require us to cease using $ech@ology.

Our products and processes may infringe, or beddarnnfringe, patents not owned or controlled By Ratents held by others may
require us to alter our products or processesjobtenses, or stop activities. If relevant claiofghird-party patents are upheld as valid and
enforceable, we could be prevented from practitiregsubject matter claimed in the patents, or neaseljuired to obtain licenses or redesign
our products or processes to avoid infringemenaddition, we could be required to pay money damagieumber of genetic sequences or
proteins encoded by genetic sequences that waastigating are, or may become, patented by atAara result, we may have to obtain
licenses to test, use or market these productsb@siness will suffer if we are not able to obtiienses at all or on terms commercially
reasonable to us and we are not able to redesigproducts or processes to avoid infringement.

We are currently involved in several legal procagdiinvolving our intellectual property rights. Guore DNA delivery technology was
covered by a patent issued in Europe in 1998, wivizh subsequently opposed by seven companies BEodgpean patent procedures. This
patent was revoked on formal grounds in Octobed 2@@er an initial ruling by the Opposition Divigiof the European Patent Office, or El
In April 2002, we filed an appeal, which is stigmding, seeking to overturn this initial ruling. Quore DNA delivery technology is also
covered by a Canadian patent that was allowedtemwithdrawn after protests against its issuanere\filed on behalf of an undisclosed p
or parties in August and December 2001. We haymoreted to the protests and are continuing prosatofithe application in the Canadian
Patent Office.

In addition, our core DNA delivery technology isveoed by a Japanese patent that was publisheshimda2002 and thereafter revoked
by the examining panel at the Japanese PatenteQic]PO, on formal and substantive grounds. We & rebuttal response to the revocation
which resulted in the maintenance of the patenseBan our arguments and supporting evidence inméksponse, the JPO decided to reinstate
the patent in July 2003. We have also receivedadtiat four TFI requests against this patent iiexe in the JPO by two companies. We
intend to file responses to the TFI requests dpefore the deadlines for each response.

We have licensed from the University of Michigaghtis to various U.S. and international patentgedl#o injection of DNA-based
therapeutics into tumors that, for example, proddditional protection for Allovectin-Fand Leuvectirf . Included in this license is a
European patent granted in March 2002. We haveévext@otice from the EPO that one company fileapposition in December 2002
alleging both formal and substantive grounds fepecation, and that the opposition was declared ssibie in February 2003. We have
submitted a rebuttal response to the opposition.

A lawsuit was filed against us in July 2003 by W&sconsin Alumni Research Foundation, or WARF hie United States District Court
for the Western District of Wisconsin. This lawstitncerns the interpretation of payment provisioina license agreement that we entered into
with WARF in 1991, and payments made under thisement. WARF seeks a declaratory judgment as todirect interpretation of the
payment provisions of the agreement and additicoadpensation from us, the amount of which is un§pedn WARF’s complaint.
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We have counterclaimed, likewise seeking a dedayagtidgment as to the correct interpretation ef playment provisions of the agreement
a return of amounts overpaid to WARF under thigagrent in excess of $1.5 million.

Competition and technological change may make our product candidates and technologies less attractive or obsolete.

We compete with companies, including major pharratical and biotechnology firms, that are pursuitigeo forms of treatment or
prevention for diseases that we target. We alsoempgrience competition from companies that hageliaed or may acquire technology from
universities and other research institutions. As¢éhcompanies develop their technologies, theydaaglop proprietary positions which may
prevent us from successfully commercializing praduc

Some of our competitors are established compantbasgreater financial and other resources. Otherganies may succeed in develoy
products and obtaining FDA approval faster thardaeor in developing products that are more effecthan ours. While we will seek to
expand our technological capabilities to remain petitive, research and development by others wékso render our technology or products
obsolete or noncompetitive or result in treatmentsures superior to any therapeutics developedasbyAdditionally, even if our product
development efforts are successful, and even iféhaisite regulatory approvals are obtained, sadpcts may not gain market acceptance
among physicians, patients, healthcare payerstenohedical communities. If any of our products dbachieve market acceptance, we may
lose our investment in that product, which couldéha material adverse impact on our operations.

The method of administration of some of our product candidates can cause adverse eventsin patients, including death.

Some of our potential products are designed tojeetied directly into malignant tumors. There ardinal risks inherent in direct tumor
injections. For example, in clinical trials of Allectin-7®, attending physicians have punctured patientgjdun less than one percent of
procedures, requiring hospitalization. In additiarphysician administering Allovectin®in an investigator-sponsored clinical trial
inadvertently damaged tissue near the heart ofiarpawhich may have precipitated the patient'atdeThese events are reported as adverse
events in our clinical trials. These risks may adely impact market acceptance of some of our procandidates.

If we lose our key personnel or are unable to attract and retain additional personnel, we may not be able to pursue collaborations or
develop our own products.

We are highly dependent on our principal scientifi@nufacturing, clinical, regulatory and managenpensonnel, including Vijay E
Samant, our President and Chief Executive Offiaed David C. Kaslow, our Chief Scientific Officdihe loss of the services of these
individuals might significantly delay or prevenetachievement of our objectives. We do not mairitedy person’life insurance on any of o
personnel. We depend on our continued ability taet, retain and motivate highly qualified managetrand scientific personnel. We face
competition for qualified individuals from otherropanies, academic institutions, government entiies other organizations in attracting and
retaining personnel. To pursue our product devetgmlans, we may need to hire additional managepesonnel and additional scientific
personnel to perform research and developmentglss/personnel with expertise in clinical triaggvernment regulation and manufacturing.
We have not had any problem attracting and retgiké@y personnel and qualified staff in the recexsttpAlso, to our knowledge, no key
personnel or qualified staff plans to retire ovieas in the near future. However, due to the neasoted above, we may not be successful in
hiring or retaining qualified personnel.

A significant portion of our revenue is derived from agreements with government agencies, which are subject to termination and
uncertain future funding.
We have entered into agreements with governmemicéese such as the NIH, and we intend to contimiering into these agreements in
the future. For example, we have entered into aeesgent to manufacture
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bulk DNA vaccines for the NIH Dale and Betty Bump&faccine Research Center, or VRC. In connectidh this agreement, the VRC has
agreed to finance the purchase of production egeliprineing installed in our facility. Our businesgartially dependent on the continued
performance by these government agencies of tagonsibilities under these agreements, includilegjaate continued funding of the
agencies and their programs. We have no contraltbeeresources and funding that government ageme#y devote to these agreements,
which may be subject to annual renewal and whictegdly may be terminated by the government agsrati@any time. In particular, in the
event of a termination of our bulk DNA manufactgriagreement, the VRC may require us to purchasprtituction equipment financed by
the VRC at its appraised value, which could haweaterial adverse impact on our financial statemigntise period or periods affected.
Government agencies may fail to perform their resfilities under these agreements. In additionmag fail to perform our responsibilities
under these agreements, which may cause themtesrbmated by the government agencies. We mayteamsuccessful in entering into
additional agreements with government agencies.

We have limited experience in manufacturing our product candidates in commercial quantities. We may not be able to comply with
applicable manufacturing regulations or produce sufficient product for contract or commercial purposes.

The commercial manufacturing of vaccines and ath@ogical products is a time-consuming and comgiecess, 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
GMP regulations, and our manufacturing process bgagubject to delays, disruptions or quality cdrgroblems. In addition, we must
complete the installation and validation of a lasgale fermenter and related purification equipnieiorder to produce the quantities of
product expected to be required under certain aohtnanufacturing agreements or for commercial gegp. We do not have any experience in
manufacturing at this scale. Noncompliance with@G@M\P regulations, the inability to complete thetatiation or validation of our large-scale
equipment, or other problems with our manufactupnacess may limit or delay the development or cemmmalization of our product
candidates, and cause us to breach our contractfawuring arrangements.

If we fail to perform our responsibilities under the terms of our bulk DNA manufacturing agreement with the VRC, we may be liable for
corrective actions that could materially affect our financial results.

In October 2003, the VRC notified us of its intentito place potentially material production ordensler our bulk DNA manufacturir
agreement beginning in mid-2004. If we fail to sfstiour contractual obligations to deliver the viaes ordered by the VRC in the manner
required by our agreement, we may be required usglglicable Federal Acquisition Regulations to perf corrective actions, including but
not limited to delivering to the VRC any completadpartially completed work, or paying a third-gastupplier selected by the VRC to
complete any uncompleted work. The performancéede corrective actions could have a material aeviempact on our financial results in
the period or periods affected.

We may initially depend on third parties to manufacture our product candidates commercially.

We may initially depend on collaborators, licenseesther third parties to manufacture our prodiztdidates in commercial quantities.
We may be unable to enter into any arrangemerth®rommercial manufacture of our product candglatad any arrangement we secure
not meet our requirements for manufacturing qualitguantity. Our dependence on third partiesliercommercial manufacture of our proc
candidates may also reduce our profit margins amdbility to develop and deliver products in aglgnmanner.

We have no marketing or sales experience, and if we are unable to develop our own sales and marketing capability, we may not be
successful in commercializing our products.
Our current strategy is to market our proprietagdpicts directly in the United States, but we cutlgedo not possess pharmaceutical
marketing or sales capabilities. In order to magget sell our proprietary products,
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we will need to develop a sales force and a margegroup with relevant pharmaceutical experiencen@ke appropriate arrangements with
strategic partners to market and sell these preddetveloping a marketing and sales force is edpemsd time-consuming and could delay
any product launch. If we are unable to successamiploy qualified marketing and sales personnelemelop other sales and marketing
capabilities, our business will be harmed.

Healthcare reform and restrictions on reimbursement may limit our returns on potential products.

Our ability to earn sufficient returns on our protiuwill depend in part on the extent to which feimsement for our products and rela
treatments will be available from:

e Government health administration authorities,

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

» Private health coverage insure
* Managed care organizations, and

» Other organization:

If we fail to obtain appropriate reimbursement, soelld be prevented from successfully commercialjzior potential products.

There are efforts by governmental and third-pagtyeps to contain or reduce the costs of healthttaoeigh various means. We expect
that there will continue to be a number of legiskaproposals to implement government controls. dim@ouncement of proposals or reforms
could impair our ability to raise capital. The atop of proposals or reforms could impair our besis.

Certain portions of the Health Insurance Portabditd Accountability Act of 1996, or HIPAA, becamfective in 2003 and may
complicate the process by which clinical trials niayinitiated, however the specific nature and degf impact are not yet known.

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

We use hazardous materialsin our business. Any claimsrelating to improper handling, storage or disposal of these materials could be
time consuming and costly.

Our research and development processes involveottteolled storage, use and disposal of hazard@terials, biological hazardor
materials and minor amounts of Idewel radioactive compounds. Our hazardous mageinalude certain compressed gases, flammabledb
acids and bases, and other toxic compounds. Weubject to federal, state and local regulationsegung the use, manufacture, storage,
handling and disposal of materials and waste pitsdédthough we believe that our safety proceddoethandling and disposing of these
hazardous materials comply with the standards plestby law and regulation, the risk of accidemtahtamination or injury from hazardous
materials cannot be completely eliminated. In theng of an accident, we could be held liable for damages that result. We have insurance
that covers our use of hazardous materials witlidh@wing coverage limits: up to $25,000 per ocemce for losses related to the release of
bio-contaminants, $10,000 per occurrence for loBees refrigerant contamination and $25,000 peo@nce for losses from radioactive
contamination. Any liability could exceed the lisitr fall outside the coverage of our insurance.cddd be required to incur significant costs
to comply with current or future environmental laargd regulations.
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We may have significant product liability exposure.

We face an inherent business risk of exposureddymt liability and other claims in the event that technologies or products are alle
to have caused harm. We also have potential liglidr products manufactured by us on a contrasiddfar third parties. These risks are
inherent in the development and manufacture of aterand pharmaceutical products. Although we aittyanaintain product liability
insurance in the amount of $10 million in the aggtte, this insurance coverage may not be sufficem we may not be able to obtain
sufficient coverage in the future at a reasonab. c©Our inability to obtain product liability ineance at an acceptable cost or to otherwise
protect against potential product liability claiemuld prevent or inhibit the commercialization ofygproducts developed by us or our
collaborators, or our ability to manufacture prodiufor third parties. To date, no product liabilaims have been filed against us. However, if
we are sued for any injury caused by our technolwgyroducts, or by third-party products that wenofacture, our liability could exceed our
insurance coverage and total assets.

Our stock price could continue to be highly volatile and you may not be able to resell your shares at or above the price you pay for them.

The market price of our common stock, like that@ny other life sciences companies, has been dikelig to continue to be highl
volatile. During the three year period ended Oct@ie 2003, our stock price has ranged from $201$26.875. The following factors, among
others, could have a significant impact on the rigpkice of our common stock:

» The results of our preclinical studies and clinicalls or those of our collaborators, licenseesampetitors or for gene therapies
general,

» Evidence or lack of evidence of the safety or efficof our potential products or those of our dmlators, licensees or competitors,
» The announcement by us or our collaborators, leen®r competitors of technological innovations@w products,

» Developments concerning our patent or other préamyeights or those of our collaborators, licersseecompetitors, includin
litigation and challenges to our proprietary rigl

» Other developments with our collaborators or licsEss

» Geopolitical developments, natural or r-made disease threats, or other events beyond atrot
» U.S. and foreign governmental regulatory actions,

* Changes or announcements in reimbursement pol

» Concern as to the safety of our potential products,

» Perioc-to-period fluctuations in our operating resu

» Market conditions for life science stocks in gehera

» Changes in the collective short interest in ouclst

* Changes in estimates of our performance by seesi@nalysts, and

» Our cash balances, need for additional capital,zaeéss to capital.

We areat risk of securities class action litigation due to our expected stock price volatility.

In the past, stockholders have brought securiteessaction litigation against a company followandecline in the market price of
securities. This risk is especially acute for usdase life science companies have experiencedegtsain average stock price volatility in
recent years and, as a result, have been subjent fiverage, a greater number of securities aletézn claims than companies in other
industries. To date, we
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have not been subject to class action litigatioowelver, we may in the future be the target of litigation. Securities litigation could result in
substantial costs and divert our management'stadteand resources, and could seriously harm osinless.

The ability of our investorsto seek remedies against Arthur Andersen LLP, who audited some of the financial statementsincluded in this
prospectus, may be significantly limited.

Our annual financial statements for the years efismEmber 31, 2001 and 2000, which are incorpoiaja@ference in this prospect
were audited by Arthur Andersen LLP. We dismissethér Andersen as our independent public accousitfifiective April 16, 2002. After
reasonable efforts, we were unable to obtain Arfnalersen’s written consent to incorporate by rgfiee its report dated February 1, 2002
with respect to these audited financial statemdrits.absence of this consent may limit the abdftinvestors to seek remedies against Arthur
Andersen for any untrue statement of a materidldantained in these financial statements, or anigsion of a material fact required to be
stated in these financial statements. In additisra practical matter, any claims that may be ablgElunder federal securities laws against
auditing firms may not be available against Arthmdersen due to the diminished amount of asseAstbfir Andersen that are or in the future
may be available for claims.

Anti-takeover provisionsin our stockholder rights plan, our charter documents and under Delaware law could make an acquisition of us,
which may be beneficial to our stockholders, more difficult and may prevent attempts by our stockholdersto replace or remove our current
management.

Pursuant to the terms of our stockholder rights plee have distributed a dividend of one prefestdk purchase right for each
outstanding share of common stock. These rightscailse substantial dilution to the ownership pEason or group that attempts to acquire us
on terms not approved by our board of directors. €@utificate of incorporation and bylaws includéer anti-takeover provisions, such as a
classified board of directors, a prohibition oncétoolder actions by written consent, the authasftpur board of directors to issue preferred
stock without stockholder approval, and supermgjaoting requirements for specified actions. ldiéidn, because we are incorporated in
Delaware, we are governed by the provisions ofi&@@&03 of the Delaware General Corporation Lawiciiprohibits stockholders owning in
excess of 15% of our outstanding voting stock fraerging or combining with us. These provisions rdalay or prevent an acquisition of us,
even if the acquisition may be considered benéfipissome stockholders. In addition, they may fiatet or prevent any attempts by our
stockholders to replace or remove our current mamagt by making it more difficult for stockholdeosreplace members of our board of
directors, which is responsible for appointing thembers of our management.

The preferred stock we are offering may not develop an active public market, which could depressits resale price.

The preferred stock we are offering will be a nesuie of securities for which there is currentlytnaaling market. We cannot predict
whether an active trading market for our prefestxtk will develop or be sustained. If an activaging market were to develop, our preferred
stock could trade at prices that may be lower ttgaimitial offering price.

Theissuance of preferred stock could adver sely affect our common stockholders.

The issuance of preferred stock could adversecathe voting power of holders of our common st@eid reduce the likelihood that ¢
common stockholders will receive dividend paymeamtd payments upon liquidation. The issuance ofpred stock could also decrease the
market price of our common stock, or have termsamdlitions that could discourage a takeover ogemttansaction that might involve a
premium price for our shares or that our stockhalaeight believe to be in their best interests.

13



FORWARD-LOOKING STATEMENTS

Any statements in this prospectus about our exfients beliefs, plans, objectives, assumptionsuturé events or performance are not
historical facts and are forward-looking statemaevithin the meaning of Section 27A of the Secusitfet of 1933, as amended, or the
Securities Act, and Section 21E of the SecuritieshBnge Act of 1934, as amended, or the ExchangeYaa can identify these forward-
looking statements by the use of words or phragels as “believe,” “may,” “could,” “will,” “estimatg “continue,” “anticipate,” “intend,”
“seek,” “plan,” “expect,” “should,” and “would.”

These forward-looking statements are based lamelyur expectations and projections about futuemtsvand future trends affecting our
business, and so are subject to risks and unceesathat could cause actual results to differ mtg from those anticipated in the forward-
looking statements. Among the factors that coulsseaactual results to differ materially from thesgicipated in the forward-looking
statements are risks and uncertainties associatedur development programs and business anddesrincluding but not limited to the risk
that our drug candidates will not successfully pextthrough clinical trials or that later stagaichl trials will not show that they are effective
in treating humans; adverse determinations by e#¢gny and governmental authorities; dependencéendees and collaborators who could
terminate their relationships with us at any timegertainties relating to patent protection andliattual property rights of third parties; the
impact of competitive products and technologicardes; our ability to raise additional capital #mel cost of the capital; and other material
risks described under “Risk Factors” in this pratps and in our other SEC filings.

Although we believe that the expectations refledteolur forward-looking statements are reasonakdéecannot guarantee future results,
events, levels of activity, performance or achieeemWe undertake no obligation to publicly updateevise any forward-looking statements,
whether as a result of new information, future esem otherwise, unless required by law.
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FINANCIAL RATIOS

Our ratios of combined fixed charges and preferelieends to earnings are as follows for the misimdicated:

Nine Months Year Ended December 31
Ended
September 30,
2003 2002 2001 2000 1999 1998

Ratio of combined fixed charges and preferenceddivils to earning —  — — —  — —

For the years ended December 31, 2002, 2001, 2833, and 1998 and the nine months ended Septer@p2033, our earnings were
insufficient to cover fixed charges by $27,932,494,239,991, $8,516,873, $6,909,217, $7,480,507%4iicb04,226, respectively. Fixed
charges consist of interest expense, includingaliged interest, on all debt, amortized premiudisgcounts and capitalized expenses related to
indebtedness and estimated interest included talrerpense. For the periods indicated above awd the date of this prospectus, we have
no preference securities outstanding.

USE OF PROCEEDS

Unless otherwise indicated in a prospectus suppigme intend to use the net proceeds from thedfélee securities under this
prospectus for general corporate purposes, indudlinical trials, research and development expgrgeneral and administrative expenses,
manufacturing expenses, and potential acquisitibe®mpanies and technologies that complement osinbss. Pending their application, we
expect to invest the net proceeds in short-terterést-bearing instruments or other investment-@ssturities.
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DESCRIPTION OF CAPITAL STOCK

General

As of the date of this prospectus, our certifig#tencorporation authorizes us to issue 40,000 lgdres of common stock, par value $
per share, and 5,000,000 shares of preferred spackjalue $0.01 per share. To date, our boardreétdrs has designated 40,000 of the
5,000,000 authorized shares of preferred stocleas<SA participating preferred stock reservedgeuance under our stockholder rights plan,
as described below. As of November 25, 2003, we2@®@d91,344 shares of our common stock outstarfuétd)of record by approximately 4
stockholders, and no shares of our preferred steek outstanding.

This prospectus contains a general descriptioruntapital stock and stockholder rights plan. Forae detailed description, you should
read our certificate of incorporation and bylaws:, stockholder rights plan and the applicable miovis of the Delaware General Corporation
Law, or DGCL.

When we offer to sell a particular series of theseurities, we will describe the specific termshaf series in a supplement to this
prospectus. Accordingly, for a complete descriptbthe terms of any series of securities, you mef&lr to both the specific description of the
series in the prospectus supplement relating tostirdes and the general description of the séesiritescribed in this prospectus. To the extent
the information contained in the prospectus supplerdiffers from this summary description, you ddaely on the information in the
prospectus supplement.

Common Stock

The holders of our common stock are entitled towmte for each share held of record on all matalsmitted to a vote of tt
stockholders. Subject to preferences that may pkcaple to any of our outstanding preferred stabk, holders of common stock are entitle
receive ratably the dividends, if any, that maydbelared from time to time by our board of direstout of funds legally available for such
dividends. In the event of a liquidation, dissadatior winding up of Vical, the holders of our commstock would be entitled to share ratabl
all assets remaining after payment of liabilitiesl she satisfaction of any liquidation preferengemnted to the holders of any outstanding
shares of preferred stock. Holders of our commoaokshave no preemptive rights and no conversidntsigr other subscription rights. There
are no redemption or sinking fund provisions aggille to our common stock. All the outstanding sbafecommon stock are, and the shares
offered by this prospectus, when issued and paijdnfitl be validly issued, fully paid and nonass#sle. The rights, preferences and privileges
of holders of our common stock are subject to, mag be adversely affected by, the rights of theléd of any shares of our preferred stock.

Preferred Stock

To date, our board of directors has designatedd®0s@ares of preferred stock as Series A particigatreferred stock reserved for
issuance under our stockholder rights plan, nonehidh were issued and outstanding as of NovembeP@03. Under our certificate of
incorporation, our board of directors is authorizeissue additional shares of our preferred sfomk time to time, in one or more classes or
series, without stockholder approval. Prior toigsiance of shares of each class or series, owl bbdirectors is required by the DGCL and
our certificate of incorporation to adopt resolaaand file a certificate of designation with thel@ware Secretary of State. The certificate of
designation fixes for each class or series thegdasions, powers, preferences, rights, qualificetjdimitations and restrictions of that class or
series, including the following:

» the number of shares constituting each class @&@ss

» voting rights,

» rights and terms of redemption, including sinkingd provisions
» dividend rights and rates,

» terms concerning the distribution of ass
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conversion or exchange terms,
redemption prices, ar

liquidation preferences.

All shares of preferred stock offered by this pextps, when issued and paid for, will be validsuisd, fully paid and nonassessable and
will not have any preemptive or subscription rights

We will describe in a prospectus supplement rejatinthe class or series of preferred stock beffeyed the following terms:

the title and stated value of the preferred st
the number of shares of the preferred stock offarexliquidation preference per share and therioffeprice of the preferred stock,
the dividend rate(s), period(s) or payment date(shethod(s) of calculation applicable to the pmefe stock,

whether dividends are cumulative or -cumulative and, if cumulative, the date from whithidends on the preferred stock w
accumulate

our right, if any, to defer payment of dividendslahe maximum length of any such deferral period,
the procedures for auction and remarketing, if éoythe preferred stocl

the provisions for a sinking fund, if any, for theeferred stock,

the provision for redemption, if applicable, of theferred stock

any listing of the preferred stock on any secwsig&change,

the terms and conditions, if applicable, upon whiwdh preferred stock will be convertible into commstock, including th:
conversion price or manner of calculation and cosiea period

voting rights, if any, of the preferred stock,
whether interests in the preferred stock will bgresented by depositary shai
a discussion of any material or special UnitedeStéederal income tax considerations applicabtbhaqreferred stock,

the relative ranking and preferences of the pretestock as to dividend rights and rights uporlithgdation, dissolution or winding
up of our affairs

any limitations on issuance of any class or seviggeferred stock ranking senior to or on a pauiith the class or series of preferi
stock as to dividend rights and rights upon theidigtion, dissolution or winding up of our affaies)d

any other specific terms, preferences, rights tétions or restrictions of the preferred stock.

Stockholder Rights Plan

On March 20, 1995, our board of directors adoptstbekholder rights plan. Under the stockholdehtsgplan, a dividend of one prefer
stock purchase right was declared for each outstgredhare of our common stock. In addition, a prefé stock purchase right is attached to
each share of common stock issued during the tétiresstockholder rights plan. Each right entitles holder to buy one one-thousandth of a
share of our Series A participating preferred staickn exercise price of $50.00, subject to spEtifidjustments.

Our Series A participating preferred stock is ndeemable and junior to any other series of prefiesteck we may issue, unless
otherwise provided in the terms of the other sevfgwreferred stock. If the Series A
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participating preferred stock is issued under émmsg of our stockholder rights plan, the holderSefies A participating preferred stock:
» would vote together with our common stock, and widwg entitled to 1,000 votes per share,

» would be entitled to a preferential quarterly dend per share equal to the greater of $100 or 1j6@% the dividend declared per
each share of common stor

* inthe event of a liquidation, dissolution or windiup of Vical, would be entitled to a liquidatipayment per share equal to-
greater of $1,000 or 1,000 times the payment madegch share of common stock,

* inthe event of a merger, consolidation or othangaction in which shares of common stock are exgdd would be entitled to
receive an amount per share equal to 1,000 tingearttount and type of consideration received peaestfacommon stocl

Initially, each preferred stock purchase righté@nsferred automatically with the related shareomimon stock, and is not exercisable.
The rights will separate from the common stock, bedome exercisable, upon the acquisition by eopens affiliated group of, or ten days
following the commencement or public announceméttender or exchange offer for, 15% or more efuhting power of our outstanding
voting securities.

Each preferred stock purchase right entitles itddrp other than the person or affiliated groupuidng 15% or more of the voting power
of our outstanding voting securities, to purchase:

» shares of our common stock with a market valuevafe the exercise price of the right,

* inthe event of a merger, business combinatiorttoerdransaction in which 50% or more of our aseetsarning power are sold,
shares of the common stock of the surviving comparlge transaction having a market value of twieeexercise price of the rigl

We may redeem the preferred stock purchase riglapeace of $0.01 per right in specified circunmet@s, including at any time before a
person or affiliated group acquires 15% or morthefvoting power of our outstanding voting secesitiAlso, at any time after such an
acquisition occurs, but before the person or atfild group acquires 50% or more of the voting paf@ur outstanding voting securities, our
board of directors may exchange all or part oftreferred stock purchase rights for one share wincon stock per right, or other considera
as may be determined by our board.

The stockholder rights plan is intended to prostotkholders in the event of an unsolicited atteta@tcquire us. As a result, the
stockholder rights plan could have the effect dagiag, deferring or preventing transactions that stockholders may deem to be in their best
interests, including those in which they may reeevpremium for their shares.

The above description of our stockholder rightsiptaintended as a summary only. For a more detdiscription, you should read our
stockholder rights agreement dated March 20, 1985 Rirst Interstate Bank of California. To obtarcopy of the stockholder rights
agreement, please see the section of this progpentitled “Where You Can Find More Information.”

Anti-Takeover Provisions

In addition to our stockholder rights plan, there provisions of the DGCL, our certificate of inporation and our bylaws that could h
the effect of delaying, deferring or preventingaaquisition of Vical, including transactions in whiour stockholders might otherwise recei'
premium for their shares. These provisions coudd &mit the ability of our stockholders to remomgrent management or approve transac
that our stockholders may deem to be in their imgstests.

Delaware Law . We are subject to Section 203 of the DGCL, whestricts our ability to enter into a business coration with an
interested stockholder for a period of three ye@emerally, a business
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combination means a merger, asset sale or otheyatttion resulting in a financial benefit to theckholder. An interested stockholder means a
stockholder who, together with that stockholdeff8iates and associates, owns 15% or more of atstanding voting stock. These restrictions
do not apply if:

before the date a stockholder becomes an interegiekholder, our board of directors approves eithe business combination or
transaction in which the stockholder becomes aardésted stockholde

upon consummation of the transaction in which toelolder becomes an interested stockholderntieedsted stockholder owns
least 85% of our voting stock outstanding at theetthe transaction commenced, subject to exceptim

on or after the date a stockholder becomes aresitat stockholder, the business combination is dgpinoved by our board of
directors and authorized at an annual or speciatimgof our stockholders by the affirmative vofeableast two-thirds of the
outstanding voting stock not owned by the interdsteckholder

Certificate of Incorporation and Bylaws . Some provisions of our certificate of incorposatand bylaws could also have anti-takeover
effects. These provisions:

provide for a board comprised of three classesrettbrs with each class serving a staggered theeeterm,
authorize our board of directors to issue prefestedk from time to time, in one or more classesavres, without stockhold
approval,

require the approval of at least two-thirds of outstanding voting stock to amend specified provisiof our certificate of
incorporation

require the approval of at least t-thirds of our total number of authorized directanstwc-thirds of our outstanding voting stock,
amend our bylaws

provide that special meetings of our stockholdeay e called only by our Chief Executive Officer by our board of directors
pursuant to a resolution adopted by a majorityheftotal number of authorized directors, i

do not include a provision for cumulative voting fbrectors (under cumulative voting, a minoritgaktholder holding a sufficier
percentage of a class of shares may be alensure the election of one or more directc

Transfer Agent and Registrar

The transfer agent and registrar for our commocksi®Mellon Investor Services LLC. Its addresd@®® South Hope Street " Floor,
Los Angeles, CA 90071 and its telephone numbe809) 522-6645.
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PLAN OF DISTRIBUTION

We may sell the securities covered by this progggeict any of three ways (or in any combination):
» to or through underwriters or deale

« directly to a limited number of purchasers or &irggle purchaser, or

» through agent:

The prospectus supplement will set forth the teofithe offering of the securities covered by thisgpectus, including:
» the name or names of any underwriters, dealergamta and the amounts of securities underwrittguochased by each of the

« any over-allotment options under which underwritaey purchase additional securities from us,
* any underwriting discounts or commissions or agdaeg and other items constituting underwr’ or agent’ compensatior

» the initial public offering price of the securitiaad the proceeds to us and any discounts, conungsi concessions allowed or
reallowed or paid to dealers, a

* any securities exchanges or markets on which ttérisies may be listed.

Any initial public offering price and any discourds concessions allowed or reallowed or paid tdeteanay be changed from time to
time.

Underwriters may offer and sell the offered se@sifrom time to time in one or more transactionsluding negotiated transactions, at a
fixed public offering price or at varying pricestedemined at the time of sale. If underwriters asediin the sale of any securities in a firm
commitment public offering, the securities will Bequired by the underwriters for their own accaamd may be resold from time to time in
or more transactions described above. The seauritay be either offered to the public through undiéing syndicates represented by
managing underwriters, or directly by underwritégnerally, the underwriters’ obligations to purshishe securities will be subject to
conditions specified in the applicable underwritagyeement, but the underwriters will be obligatedurchase all of the securities if they
purchase any of the securities. We may use underg/fivith whom we have a material relationship. Wiename the underwriter in the
prospectus supplement and describe the natureyafuanh relationship.

We may sell the securities through agents from tionteme. The prospectus supplement will name aygnainvolved in the offer or sale
of the securities and any commissions we pay tagfent. Generally, any agent will act on a bestreffbasis for the period of its appointment.

We may authorize underwriters, dealers or agengslioit offers by certain purchasers to purch&gesecurities from us at the public
offering price set forth in the prospectus supplenpeirsuant to delayed delivery contracts providorgpayment and delivery on a specified
date in the future. The contracts will be subjedydo those conditions set forth in the prospestysplement, and the prospectus supplement
will set forth any commissions we pay for solidivat of these contracts.

Agents and underwriters may be entitled to inderoatifon by us against certain civil liabilities cinding liabilities under the Securities
Act, or to contribution with respect to paymentsiaththe agents or underwriters may be requiredakenin respect thereof. Agents and
underwriters may be customers of, engage in traiosescwith, or perform services for us in the oatiyncourse of business.

All securities we offer, other than common stock| e new issues of securities with no establistrading market. Any underwriters
may make a market in these securities, but willbebbligated to do so and may discontinue any etarlaking at any time without notice. \
cannot guarantee the liquidity of the trading mesHer any securities.

20



Any underwriter may engage in overallotment, staini§) transactions, short covering transactions@ahlty bids in accordance with
Regulation M under the Exchange Act. Overallotmewblves sales in excess of the offering size, Whtiezate a short position. Stabilizing
transactions permit bids to purchase the underlgewyrity so long as the stabilizing bids do nateexi a specified maximum. Regulation M
prohibits stabilizing transactions in an “at therkedt” offering and permits stabilizing transactiamdy in a “fixed price” offering. Short
covering transactions involve purchases of therd#siin the open market after the distributiomdsnpleted to cover short positions. Penalty
bids permit the underwriters to reclaim a selliog@ession from a dealer when the securities ofligisald by the dealer are purchased in a
covering transaction to cover short positions. Enastivities may cause the price of the securitdse higher than it would otherwise be. If
commenced, the underwriters may discontinue arlgeofictivities at any time.

Any underwriters who are qualified market makergl@Nasdaq National Market may engage in passas&eh making transactions on
the Nasdag National Market in accordance with ROI& of Regulation M, during the business day piaathe pricing of the offering, before t
commencement of offers or sales of the applicadteisties. Passive market makers must comply witiieable volume and price limitations
and must be identified as passive market makeigemeral, a passive market maker must displayidtatoa price not in excess of the highest
independent bid for such security; if all indepemdaids are lowered below the passive market mak®d, however, the passive market
maker’s bid must then be lowered when certain paseHimits are exceeded.

LEGAL MATTERS
The validity of the securities offered hereby vadl passed upon by Cooley Godward LLP, San Dieglifo€@aa.
EXPERTS

The balance sheet of Vical Incorporated as of Déegrl, 2002, and the related statements of opeststockholders’ equity and cash
flows for the year ended December 31, 2002, haeea becorporated by reference herein and in thestegion statement in reliance upon the
report of KPMG LLP, independent accountants, inooaed by reference herein, and upon the authofisaid firm as experts in accounting
and auditing.

The balance sheets of Vical Incorporated as of Bes 31, 2001 and 2000, and the related stateroéofgerations, stockholders’ equity
and cash flows for the years ended December 311, @00 2000, have been incorporated by referena@rhand in the registration statement in
reliance upon the report of Arthur Andersen LLRIependent accountants, incorporated by referenegnhand upon the authority of said fi
as experts in accounting and auditing.

Arthur Andersen LLP have not consented to the siolu of their report in this prospectus, and weehaet obtained their consent to dc
in reliance upon Rule 437a of the Securities Atie @bsence of this consent may limit recovery againthur Andersen LLP under Section 11
of the Securities Act for any untrue statement ofederial fact, or any omission to state a matéaietl required to be stated, in the financial
statements audited by Arthur Andersen LLP. Alsca gsactical matter, Arthur Andersen LLP’s abilitysatisfy any claims may be limited due
to events arising out of their conviction on fededastruction of justice charges.
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WHERE YOU CAN FIND MORE INFORMATION

We are subject to the informational requirementhefExchange Act, and file annual, quarterly gmetsl reports, proxy statements and
other information with the SEC. You may read angycany reports, proxy statements and other infdonate file at the SEC’s public
reference room at 450 Fifth Street, N.W., Washingi®.C. 20549. You may call the SEC at 1-800-SEBE0® obtain information on the
operation of the SEC’s public reference room. Yayralso access information we file electronicaliyhvthe SEC by visiting the SEC’s
Internet website atww.sec.gov .

We are incorporating by reference some informagibout us that we file with the SEC. We are disdgsmportant information to you |
referencing these filed documents. Any informatioait we reference this way is considered partisftospectus. The information in this
prospectus supersedes information incorporate@feyence that we have filed with the SEC priot® date of this prospectus, while
information that we file with the SEC after the @laf this prospectus that is incorporated by refegewill automatically update and supersede
information in this prospectus.

We incorporate by reference the following documeveshave filed, or may file, with the SEC:
» our Annual Report on Form 10-K for the fiscal yeaded December 31, 2002,

» our Quarterly Reports on Form-Q for the quarterly periods ended March 31, 20082330, 2003 and September 30, 2(

» the description of our common stock contained inRegistration Statement on Form 8-A filed with 8C on January 8, 1993, and
the description of the preferred stock purchadetsifpr Series A participating preferred stock eimgd in our Registration Statement
on Form (A filed with the SEC on March 24, 1995, a

» all documents filed by us with the SEC under Sestib3(a), 13(c), 14 or 15(d) of the Exchange Awrahe date of this prospectus
and before termination of this offerin

You may request a free copy of any of the documiestsrporated by reference in this prospectus hitingrus at the following address
telephoning us at the following phone number:

Vical Incorporatec
10390 Pacific Center Court
San Diego, California 92121
(858) 646-1100
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