VaxGen Wins Close to $1 Billion Anti-Anthrax Contract 
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Nov. 4, 2004 -- The Department of Health and Human Services (HHS) on Thursday awarded California’s VaxGen an $877.5 million contract to deliver 75 million doses of anthrax vaccine to the Strategic National Stockpile within three years. The award is the first contract let under the $5.6 billion Project BioShield, which was signed into law by President Bush in July with the hopes of stimulating pharmaceutical companies to develop countermeasures to biological weapons, for which there is no commercial market. 

“The intentional release of anthrax spores is one of the most significant biological threats we face,” HHS Secretary Tommy G. Thompson said in a prepared statement. “Acquiring a stockpile of this new anthrax vaccine is a key step toward protecting the American public against anthrax attack.”

The 75 million doses is enough to vaccinate 25 million people, HHS officials said.

VaxGen began exploratory research on the anthrax vaccine three years ago, said Lance Gordon, the Brisbane, Calif., company’s chief executive, during a teleconference with HHS officials and reporters to announce the award. In 2002, the company won a $20.9 million contract from HHS’ National Institute of Allergy and Infectious Diseases to develop a feasibility plan to manufacture 25 million doses of anthrax vaccine for the stockpile. A year later, it won a second grant for $80.3 million to produce 3 million doses of the vaccine. Those doses are expected to be delivered this spring. 

“The government has been a very solid partner,” Gordon said.

The BioShield contract is a five-year agreement, under which VaxGen is expected to deliver the first doses of vaccine by early 2006 and 25 million two years from now, Gordon said. The company will be paid as the vaccine is delivered. 

“There are no advance payments,” Thompson said during a press conference. “The company is putting up a lot of risks.”

BioShield (PL 108-276) was created to lessen the risks for pharmaceutical and biotechnology companies and encourage them to get into the biodefense vaccine market, which is less lucrative than other drug development projects because the products might never be used. 

Complete Protection

But industry officials say the program — in which the federal government agreed to provide a guaranteed market for some drugs — does not go far enough. Companies and investors want more liability protections and market exclusivity agreements in place before they engage in the costly drug development process. Less than three months after Bush signed the program into place, two Senate committees held a joint hearing to address ways to fix the program. “BioShield II” legislation is already being drafted, and congressional aides expect it to be introduced early next year.

Congress has authorized up to $3.4 billion for the program so far. HHS was authorized to spend up to $890 million during fiscal 2004, but did not. The fiscal 2005 Homeland Security appropriations legislation (PL 108-334) signed by President Bush last month made $2.5 billion in additional funding available. During the press conference, reporters asked Thompson to identify BioShield’s strengths and issues that could be addressed in BioShield II to make it more effective

Thompson said BioShield is a “visionary piece of legislation and it is certainly working out just as we anticipated.”

The BioShield contract award for anthrax vaccine was expected to be announced in August. VaxGen issued press releases notifying investors of delays twice, but offered few details. Lance Ignon, vice president of corporate affairs for VaxGen, said delays should have been expected given the size of the contract and the number of agencies involved. 

“This is a very big deal,” said Robert LeBoyer, a biotechnology analyst for Ehrenkrantz King Nussbaum in New York. “This will provide the company with the backbone it needs to develop products for treating infectious diseases, not just anthrax ... they had the right program ongoing at the right time.”

Ignon said VaxGen is also working on developing a smallpox vaccine and hopes next year to compete for another BioShield contract to supply that vaccine to the stockpile. The anthrax award was announced after the stock market closed, but Wall Street sensed good news was coming. Shares of the company’s stock closed at $14.35, up 15 percent on the day. 

