BIOCRYST

PHARMA CEUTICALS, INC.

September 29, 2008

VIA EDGAR AND OVERNIGHT MAIL

Mr. Jim Rosenberg

Senior Assistant Chief Accountant
Division of Corporation Finance

U.S. Securities & Exchange Commission
100 F Street, NW

Washington, DC 20001-2016

Re: BioCryst Pharmaceuticals, Inc.
Form 10-K for the Fiscal Year Ended December 31, 2007
File No. 0-23186; Form 10-Q for the Quarter Ended March 31, 2008;
Form 10-Q for the Quarter Ended June 30, 2008
Dear Mr. Rosenberg:
This letter responds to your letter dated August 29, 2008 in connection with the above referenced file. To facilitate your review, we have reproduced your
comments in bold below and have provided our response immediately following your comment.
1.  To the extent not already disclosed, please include the following information in the discussion of each of your corporate alliances, academic
alliances and government contracts:
* each party’s rights and obligations under the agreement
* the percentage range of royalties;

* the aggregate potential milestone payments; and

* the expiration and termination provisions.

RESPONSE:

We believe the Company has disclosed the principal aspects of its material alliances. In certain cases, some of the details of the agreements have been
afforded confidential treatment by the Staff under Rule 24b-2. Nevertheless, in response to your comment, we have reviewed the disclosure contained in our
recent 10-K and have determined to make the disclosure more robust in the future by including information which had been disclosed in previous SEC filings.
Exhibit A is a sample of such disclosure, which has been redlined for convenience.




2.  Please tell us why it was appropriate under GAAP to defer $2.3 million in pre-contract costs incurred in 2006 and expense these costs in 2007.

RESPONSE:

The Company’s contract with the U.S. Department of Health and Human Services (“HHS”), which was awarded on January 3, 2007, is a cost-plus-fixed-fee
(“CPFF”) contract. That is, the Company is entitled to receive reimbursement for all costs incurred related to the development of peramivir plus a fixed fee, or
profit. The Company incurred $2.3 million of costs in 2006, which were directly associated with the contract and were incurred in anticipation of a contract
award from HHS. These costs were required to meet the delivery schedule of the proposed contract, and based on discussions with the Contracting Officer
and in accordance with the provisions of Federal Acquisition Regulation 31.205-32, the costs were eligible for reimbursement.

Chapter 3.10 of the American Institute of Certified Public Accountants (“AICPA”) Audit and Accounting Guide for Government Contractors, states that pre-
contract costs should be accounted for in conformity with paragraph 75a of AICPA Statement of Position No. 81-1, Accounting for Performance of
Construction-Type and Certain Production-Type Contracts. This guidance states that costs incurred for a specific anticipated contract may be deferred if the
costs are directly associated with that contract and recoverability from the contract is probable. Therefore, the Company deferred the $2.3 million of costs
incurred during the fourth quarter of 2006 and prior to the contract award date of January 3, 2007. The $2.3 million in costs were expensed in January 2007
and revenue in an equal amount plus the applicable fixed fee was recognized concurrently.

3.  Please explain in expanded disclosure why you had such a significant receivable ($36.5 million) from HHS at December 31, 2007. Explain why
revenue recognition in 2007 was appropriate. Page 41 indicates that you bill HHS monthly.

RESPONSE:

The Company invoices HHS for expenses incurred relative to work done within each calendar month. The internal and external process of generating these
invoices is time consuming and results in the Company billing on average of 60 days after the period ends. The process of HHS reviewing these invoices
involves multiple layers of review and approval which results in payment on average of in excess of 60 days beyond the date of invoice submission. As
disclosed in the Company’s 10-K for the year ended December 31, 2007, the Company had approximately $36.5 million due from HHS, of which

$23.1 million was related to billed receivables and $13.4 million was related to unbilled receivables. The billed receivables represent the costs incurred and
applicable fee for the months of July, August, September and October. The unbilled receivables represent the costs incurred and applicable fee for the months
of November and December. All of these factors contributed to a build-up of receivables at December 31, 2007. As of the date of this letter, all but $351,000
has been paid or is expected to be paid by HHS.




In accordance with Staff Accounting Bulletin No. 104, Revenue Recognition (“SAB 104”), and Accounting Research Bulletin No. 43, Chapter 11, Section A,
Government Contracts, Cost-Plus-Fixed-Fee Contracts, the Company recognizes revenue as reimbursable costs are incurred under the contract with HHS.
Based on this guidance, the Company recognized revenue equal to the amount of reimbursable costs (both internal and external) incurred through

December 31, 2007, plus the applicable fixed fee.

4.  Please clarify for us in your disclosure the accounting for sublicense payments and maintenance payments and your basis of accounting for
these payments. Provide the nature of costs deferred and why you believe deferral is appropriate.

RESPONSE:

The Company expenses sublicense payments as incurred unless they are related to revenues that have been deferred, in which case the expenses are deferred
and recognized over the related revenue recognition period. The Company expenses maintenance payments as incurred.

The Company’s accounting for deferred sublicense payments related to revenues that have been deferred is based on the guidance in SAB 104. SAB 104
states that the incremental direct costs incurred related to the acquisition or origination of a contract in a transaction that results in the deferral of revenue may
either be expensed as incurred or accounted for in accordance with paragraph 4 of Financial Accounting Standards Board (“FASB”) Technical Bulletin 90-1,
Accounting for Separately Priced Extended Warranty and Product Maintenance Costs (“FTB 90-1”). At December 31, 2007, the Company had deferred
collaboration expenses of approximately $12.3 million. These deferred expenses were sub-license payments, paid to our academic partners upon our receipt
of consideration from various commercial partners. These deferred expenses would not have been incurred without receipt of such payments from our
commercial partners and are being expensed in proportion to the related revenue being recognized. We believe that this accounting treatment appropriately
matches expenses with the associated revenue.

5.  Provide the disclosures specified in paragraph 14b of FAS 68 or tell us why they are not required.

RESPONSE:

Of the relationships outlined in Note 10 to the financial statements included in the Company’s 2007 Form 10-K, the Company believes that only the contracts
with HHS and Mundipharma contain obligations for the Company to perform research and development. The other relationships are license agreements under
which the Company has no obligation to perform contractual research and development for others.

FASB Statement No. 68, Research and Development Arrangements (“FAS 68”), specifically exempts government contracts from its scope. Accordingly, we
do not believe that the disclosure requirements of FAS 68 apply to the HHS contract.




However, the Company recognizes that certain aspects of FAS 68 appear to apply to the relationship between Mundipharma and the Company. In previous
filings the Company has included much of the required disclosure in paragraph 14 of FAS 68. The terms of significant agreements under the research and
development arrangement with Mundipharma are disclosed in Notes 1 and 10. Furthermore, the amount of revenue recognized related to our contract with
Mundipharma also has been disclosed in Note 1. In order to fully satisfy the disclosure requirement, in future filings we also will separately disclose the costs
incurred by the Company related to the contract with Mundipharma, which are currently reported in research and development expenses in the statement of
operations.

6. It appears that you have not filed as an exhibit to your filing a copy of your agreement with Green Cross Corporation. Please file this
agreement as an exhibit to your filing or, alternatively, please provide us with a supplemental analysis supporting your determination that you
are not substantially dependent on this agreement.

RESPONSE:

The Company has not filed a copy of the agreement with Green Cross as an exhibit as we do not believe this is a material agreement, nor is the Company
substantially dependent on this collaboration. Therefore, we are not required to file a copy of the agreement under Item 601(b)(10) of Regulation S-K. Under
the terms of the agreement, which had an effective date of June 12, 2006, Green Cross paid BioCryst a one time license fee of $250,000. Total future
milestone payments by Green Cross would be equally modest. Finally, while it is possible that at some point in the future we may receive royalties, we do not
believe that those payments will be significant. Therefore, we do not believe that this contract will be of material significance to the Company in the
foreseeable future.

7.  Please tell us what the impact, if any, of adopting FAS 159 had on your financial statements. Explain why the disclosure of adopting the
standard was not warranted.

RESPONSE:

At January 1, 2008, the Company adopted FASB Statement No. 159, The Fair Value Option for Financial Assets and Liabilities (“FAS 159”) but did not elect
to change the accounting for its financial instruments. Therefore no disclosure regarding FAS 159, was made in the 1Q 2008 and 2Q 2008 Form 10-Qs. In
future filings we will disclose that the Company did adopt FAS 159, but did not elect to apply fair value accounting to any financial instruments that were not
already accounted for at fair value under existing guidance.




8.  You reversed $4.9 million of revenues related to your contract with HHS in the quarter ended June 30, 2008. Please explain why you believed it
was appropriate under GAAP to recognize these revenues in an earlier period, that is, why you believed these Phase III costs were
reimbursable under the contract. We note in January 2008 you announced that development costs would exceed the amount of the contract
and HHS indicated they would fund certain elements of the revised program.

RESPONSE:

The contract we have with HHS requires them to reimburse all costs associated with the development of peramivir, including wind down costs for our Phase
III program. As such, all costs have been recorded properly as reimbursable. In January BioCryst announced that the total costs of the peramivir program
would exceed the original contract amount of 102.6 million. We have not exceeded the total contract amount.

Also in January, we announced our development plan for peramivir had changed and that HHS would fund certain elements of the revised program. We
further announced that HHS would play a more active role in the program and in reviewing related spending under this contract. The Company further
disclosed that upon consideration of various factors and several discussions with HHS, the Company would not continue the phase III program. During the
last quarter of 2007 and the first quarter of 2008, the Company recorded revenues related to the execution of the phase III program in accordance with the
contract with HHS. During the first quarter of 2008, the Company also recorded revenue related to the wind-down costs associated with terminating the phase
III program. Under the terms of the HHS contract, the Company believed and continues to believe that these costs are reimbursable by HHS.

At the end of the first quarter, we determined that it was probable that HHS would reimburse us for the costs incurred under the phase III program including
reasonable wind down costs and that no reserve against revenue was necessary, as we believed these costs were reimbursable under the contract . However,
the Company recognized that some of the costs incurred could be subject to different interpretation by HHS and that it was possible that some portion of the
costs would not be reimbursed. Accordingly, the Company disclosed the risk associated with revenue recorded in our Form 10-Q for the quarter ended
March 31, 2008.

For the first time, in July 2008, HHS verbally indicated that it did not intend to reimburse the Company for all of the costs incurred related to the terminated
Phase III program. Therefore, under FAS 5, the Company determined that it was probable that a loss would occur and the loss could be reasonably estimated.
Therefore, during the second quarter of 2008, the Company recorded a reserve against revenue for amounts the Company previously expected to receive from
HHS related to the peramivir phase III program. As previously mentioned, the contract with HHS is as a CPFF contract and revenue is recorded as described
in Item 3 of this letter.

* * *

The Company acknowledges that it is responsible for the adequacy and accuracy of the disclosure in the filing; staff comments or changes to disclosure in
response to staff comments do not foreclose the Commission from taking any action with respect to the filing; and the Company may not assert staff
comments as a defense in any proceeding




initiated by the Commission or any person under the federal securities laws of the United States.

If you have any questions, please contact our outside corporate counsel, Brian Lane of Gibson, Dunn & Crutcher LLP at (202) 887-3646.

Sincerely,
/s/ Stuart Grant

Stuart Grant
Senior Vice President & Chief Financial Officer

Cc: Jon Stonehouse
Mike Darwin
Alane Barnes
Brian Lane
Mike Mills
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We seek 1o enter into collaborations with leading pharmaceutical and biotechnology companies when
wi feel it is advantageous to leverage these companies” resources to develop and commercialize our drug
candidates on a global basis. This allows us to remain focused on our strength of early stage discovery and
development of drug candidates, To date, we have two major collaborations for the development and
commercialization of our lead PAF inhibitors and two collaborations for the development and
commercialization of peramivir in certain countries outside the U.S. In addition, in Yanusry 2007, we
announced that HHS had awarded the Company a $102.6 million, four-year contract for the advanced
development of peramivir for U.S. licensure.

Another important component of our strategy is to augment our internal discovery programs through the
selective in-licensing of potential drag development targets or carly stage compounds for these specific
targeis. For example, our PHP initbitors were in-licensed from AECOM and IRL in June 2000,

Carpsrate Aliaaces
Ronﬁe In Movember 2005, we entered into an ::'.c:Ianc license with Rndmfnrﬁwdcudﬂpum‘t and
lization of our d g on FMF i  BUX-4208, for the prevention of acute rejection

in transplantstion and for the treatment of autoimmune dlsmscs Under the terms of the agreement, Roche
obtained worldwide nghts 10 BCX-4208 in exchange for an up-front payment of $30 million, which
included a payment as reimbursement for a Emited supply of material during the first 24 months of the

collaborstion. The license also provided for future milestone event s for achieving specified - Besapacs There coutd

development, regulatory and commercial milestones (including sales level milestones following a pm-du s {; ————

launch) for certain indications. In addition, fhe license provided for the Company o receive royalties based (et we wil
"1 = W WL

on a percentage of net product sales, which varies depending upon when certain indications receive Mew

Drrug Application (“HDA™) approval in @ major market country and can vary by country depending on the
patent coverage or sales of generic compounds in a panticular couniry. We licensed this compound and
other FWF inhibitors from AECOM and [RL and will owe sublicense payments to these third parties on any
upfront payment, future event payments and royaliies received by us for the subli of these inhibitors.

Roche has a right of first negotiation, under certain conditions, on existing backup FNF inhibitors we
develop through Phase [Tb in transplant rejection and autoimmune diseases, but any new PHF inhibitors are
exempt from this agreement and we retain ali rights to such compourds. We retain the right to co-promate
ECK-4208 in the LS. for certain indications. Roche haz certain obligations under the terms of the
agreement to use commercially rexsonable efforts o develon, manefacture and commercialize the licensed
product. The agreement may be terminated by either party following an uncured material breach by the
other party or may be either fully or partially terminated by Foche withoui cause under certain conditions

mdatl ngh&. dala.mma.ls produ:ts. and ather mlhmmn wm:Ld be rrmﬂmedmmgm_m_"m_...--{ Ealebes wat oo con
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Mundipharste. In February 2006, the Company entered into an exclusive, rovalty bearing right and { Thlated: we

license in the specified temritory (primarily Europe, Asia and Australia) with Mundipharma for the
development and comezereialization of our lead PNP inhibitor, foredesine HTL, for use in encology, Under
the terms of the agreement, Mundipharma obtained oncology rights 1o forodesine FC in the specified
territory in exchange for a $10 million up-front payment. Mundipharma will share 50% of the documented
third party development costs imcurred by us in respect of our current and planned trials as of the effective
date of the agreement provided that Mundipharma’s maximurm coatribution to these trials shall be $10

| millien._ In addition, Mundipharma wiil conduct additional clinical triais at their own cost up to a




maximum of 15 million.. The license provides for possibility of future event payments totaling
S155million for achieving specified development, regulatory and commercial events {including certain
sales level amounts l'ulbl:rwm.g a product"s launch) for certain indications._ In addition, the agreement
provides that we will receive royalties based on a percentsge of net product sales, which varies depending
upon when certain indications receive NDA approvai in a major market country and can vary by country
depending on the patent coverage or sales of generic compounds in a particular country, Generally, all
payments under the agresment are nonrefundable and non-creditable, but they are subject to audii. We
licensed this compound and other PHP inhibitors from AECOM and IKL and will owe sublicense payments
10 these third parties on the upfront payment, firture event payments and rovalties received by us for the
sublicense of tivese inhibiiors.

Within five years of the effective dute of the agreement, Mundipharma has a right of first negotiation on
exisiing backup FNP inhibitors we develop throsgh Phase TTh in oncology, but any new PHP inhibitors are
exempd from this agreement and we retain all rights to such compounds, We retain the rights to forodesine
HClin the U.S, aad ®undipharma is obligated by the terms of the agresment to use commercially
reasonable efforts to develop the licensed product in the termitory specified by the agreement, The
agreement will continiee for the commercial life of the licensed products, but may be terminated by either
party following an uncured materiai breach by the other party or in the event the pre-existing third party
license with AECOM and IRL expires. It may be terminated by Mundipharma wpon 60 days written noties
without cause o under certain other conditions as specified in the agreement and all rights, data, materials,
products and other information would be transferred to us ot po cost, In the event we terminate the
agreement for material default or insolvency, we could have to pay Mundipharma 50% of the costs of any
independent data owned by Mundipharma in accordance with the terms of the agreement.

Shiorogr. In March 2007, the Company entered into an exclusive license agreement with Shionogi to
develop and commercialize the Company's lead influenza nevraminidase inhibitor, peramivir, in Japan for
the treatment of seasonai and potentially life-threatening human influenza. Under the terms of the
agreement, Shionogi obtained rights to injectable formuiations of peramivir in Japan in exchange for a 514
lei.lunup—qul: payment. mmmwmmw Thzizited: The liccnse provides for futune

< = 1N pd = (U] o s event payments for schisving specified
ln Deoenber 200‘? :heCompmur development, regulsiory and commercial
remwd a S'T mlllr:ln mllﬁwucpmnm I'rmnSIucmﬂgl Fm IIJnI initiation of a Fhase 11 :Im:ll:.a! trial with mmmﬁwm
bﬂllhﬂx fiom vertarn indicatiens,
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| et In addition, the Compuany will
recelve royalties besed oo a pereeniaps of
et produst sals.
i A at 2 HwCuuipwdnﬂupad pmrmwmmdﬁ a
hr.mfrm U.ﬁ.B and w:]l mmwb]mepamm 0 uw_m on the upfront payment and any future event
payments andior rovalties received by the Company from Shionogi. The Company retains all rights to
commercialize peramivir in Morth Amenica, Evrope, and other countries outside of Forea and Japan,
Green Cross Corporetion (" Green Crass ™), In June 2006, the Company entered into an agreement with
Green Cross (o develop and commercialize peramivie in Korea, Under the terms of the agreement, Green
Cross will be responsible for all development, regulatory, audcummuc!slnauun costs in Korea, Tha
C-:»n;wl}' mavadaone-nm Hoense fee i { :
. 11 o Cawwrert 192]: ]

Furthermore, Green Tross will pay the Company a premium over I‘[EGMItClEI.Ippfymulﬂ[fm— {m and ]
d:vdnpmmtandary ﬁmucmm'kﬂmg r;hfmnwlrpmcmms in Koresa E@ﬂ mr_t:g gg ]h; nﬂ] o w[ 3 ey alsd rective fibars cvent ]

Daadetnd; 5 ms well as royaltien on
product sales of peramivs, In addizion,
the Compasy will shase in sny profits
resulting from the sals of




Assdemic Alfiances

Albert Einstein College of Medicine of Yeshiva University and Industrial Research, Ltd, New Zealand.
In June 2000, we licensed a series of potent inhibitors of FNF from AECOM and TRL. The lead drug
candidates from this collaboration are forodesine HC and BCX-4208. We have obtained worldwide
exclusive rights to develop and ultimately distribute these compounds or any other drug candidates that
might arige from r h on these inhibi We have agresd to pay certain milestone payments for future
development of these inhibitors, certain royaliies on sales of any resuiting product, and to share in future
payments received from other third-party partners, if any. In addition, we have agreed to pay an annual
license fee that is non-refundable, but is creditable against acnaal rovalties and other psyments due 1o
AECTM and IEL. This agreement may be terminated by us at any time by giving 60 days sdvance notice
or in the event of material uncured breach by AECOM and/or IRL.

The University of Alabama at Birmingham. We have had a close relationship with UAE since our
formation. Qur former Chainman, D, Charles E. Bugg, was the previous Director of the UAR Center for
Miscromolecular Crystallography, and our Chief Operating Officer, D, J. Clavde Bennett, was the former
President of UAB, the former Chairman of the Departmeni of Madicine ai UAR and a former Chairman of
the Department of Microbiology st UAB, Several of our early programs originated at UAR.

We currently have agreements with UAB for influenza nevraminidase and complement inhibitars.
Under the terms of these agreements, UAE performed specific research for us in return for research
payments and ficense fiecs. UAR has granted us certain rights to any discoveries i these aneas resulting
from research developed by UAB or jointly developed with us. We have agreed to pay rovalties on sales of
any resulting product and to share in future payments received from other third-party partners. We have
completed the resesrch under both ihe complement and influenza agreements, These two agreements have
initial 235-year terms, are automatically rencwsble for five-year terms throughout the life of the last patent
and ane lmﬂ!'t'[cbr us upmﬂll‘ﬂr-mnnﬂrs notice and hy UAR under oenmn cirgumstances. J.,_Im_u

h;maul.m_‘l‘hm is cum:ﬂlly no sclwn:.-' befnw usand UAE on :hese ngwmmu 'bu'l whm the
Company li this technology, such as in the case of the Shionogi and Green Cross agreements, or
commercialize products related to these programs, we will owe sublicense fees or royaltics on amounts we
receive,

Emary. In June 2000, we licensed intellectal property from Emory related 1o the HCV polymerase
target associated with hepatitis C viral infections. Under the original terms of the agreement, the research
investigators from Emory provided us with materials and technical insight into the target. We have agreed
to pay Emory royalties on ssles of any resulting product and to share in future payments received from
other thivd party Dm ll’i.ﬂ)' thtmnlnm llus agm:nmt nta.n,yt:mc by giving %0 days advance

X | g ould cie 2 the li 1

Gavermmnes Contrssis

In January 2007, we announced that HHS had awarded the Company a 5102.6 million, four-year
contract fior the advanced development of peramivir. In Janeary 2008, we announced the development cost
of our peramivir program to product approval would cost in excess of the $102.6 million contract since the
development pian for peramivir has changed from that outlined in the original proposal o HES. HEHS has
indicated that they will fund certain elements of our revised prograim, including the ongoing Phase I i.v.
study in nospitalized subjects, planning and conduct of the planned Fhase 1T i.m. study, manufacturing snd
tozicology. Each of these elements has specific HHS funding limits and costs outside the approved
amounts by HAS may ke the responsibility of the Company. The original contract of $102.6 million and the
four year term vemain unchanged. HHS has indicated that antivirs] drugs are an important element of their
pandemic infiuenza preparedness efforts and that their sirategy includes not only stockpiling of existing
antiviral drugs but also seeking out new antiviral medications to forther broaden their capabilities to treat

and prevent all forms of influenza. Peramivir is in the same class of « imiclase inhibitars as ivir




(Tamiflu) and zanamivir (Releaza), all of which are antiviral drogs, but the method of delivery for
peramivir will be parenteral (i.m. and i.v.) as compared to the oral Tamiflu or inhaled Relenza, We are
committed to working with HHS for the development of these parenteral formulations of peramivir which
could be especially useful in hospital settings or pandemic situvations due to the ability to achieve high
levels of the drug rapidly throughout the body.

This contract is & cost-plus-fixed-fes contract, which is milestone-driven. HHE will make periodic
assessments of progress and the continuation of the contract is based on our performance, timeliness and
qtmlmrorddwmbles and other I’acmrs The gnvemnmhas nghls umla‘ca‘tam om'mctclwsu. 10
termiaete ths contract,_The AT i
Lauge,




