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Dyax Corp. is a biopharmaceutical company focused on the discovery, develop-

ment and commercialization of therapeutic products. The company uses its

patented phage display technology to identify a broad range of protein, pep-

tide, and antibody compounds with potential to treat a variety of inflammatory

diseases and cancers. Dyax has two protein product candidates, each for a 

different inflammatory disease, in early stage clinical trials and is about to

begin clinical trials for one of these therapeutic candidates in another indica-

tion. Dyax leverages its technology broadly through licenses and collaborations

in therapeutics and in non-core areas of affinity separations, diagnostics and

imaging, and research reagents. Through its subsidiary, Biotage, Inc., Dyax

develops, manufactures and sells chromatography separations systems and

products worldwide for drug discovery and purification.
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2001 HI G H L I G H T S

Initiated DX-890

Phase II clinical trials 

in adult patients with

cystic fibrosis

Initiated Phase II

trial in patients with

hereditary angioedema

Hired experienced 

senior clinical, regula-

tory, and manufacturing

personnel

Established collabo-

ration with Corvas 

for co-development 

of novel cancer thera-

peutics

Strengthened

research pipeline by

accessing new product

targets in cancer and

angiogenesis

Announced licens-

ing of affinity ligand 

to Human Genome

Sciences, Inc. to purify 

BLyS™, a protein

against infection

Announced licens-

ing of affinity ligand 

to Wyeth to purify

Recombinant Factor 

VIII for Hemophilia A 

Surpassed goal of

50th licensee for phage

display patents  

Built strategic 

relationship with BD

Biosciences to discover

antibodies for research

products 

Awarded broad

patent in separations

technology related to

affinity ligands

Expanded tech-

nology platform with

Abgenix collaboration

Grew total revenues

31%, with product

development and

license fees up 51%  
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DE A R VA LU E D SH A R E H O L D E R S :

The year in review

The year 2001 was one of productivity and development for Dyax. The year was successful but challenging in many ways: the

economy suffered and national and world events had an impact on us all. I am proud to say that, over this year, Dyax moved

ahead in our goal to build a successful biopharmaceutical company. We focused on our business activities in several ways,

spanning clinical and research programs, revenue growth, organizational growth and development, and cash management.

In the clinical arena, we initiated Phase II trials in both of our two lead therapeutic product candidates, DX-890 for cystic 

fibrosis, and DX-88 for hereditary angioedema. Second, we broadened our research pipeline, adding several new targets

against which we intend to identify additional therapeutic candidates. 

Like last year, our revenues grew from two sources: leveraging our platform technology through our broad patent licensing

program and funded research collaborations, and through Biotage, our separations business based in Charlottesville, Virginia. 

I am pleased to report the fifth straight year of revenue growth for Dyax, with 2001 total revenues of $33 million, up 31%

from 2000. This revenue base continues to distinguish Dyax from most other emerging biopharmaceutical firms. I am proud

of our efforts to maintain and grow a business base that directly helps support our increasing biopharmaceutical focus.  

Enhancing the biopharmaceutical focus

This year, the biotechnology and biopharmaceutical fields showed strong interest in the development of therapeutic products.

Dyax shares the belief that, to become a successful biopharmaceutical company, it is essential to bring products to market. 

To move closer to our goal, we hired several senior professionals with distinctive experience. Jack Morgan, SVP for corporate

development and business operations, Tony Williams, MD, SVP for medical affairs and clinical operations, and Lynn Baird, PhD,

SVP for preclinical and regulatory affairs and manufacturing, all joined us in 2001. We are delighted by the contributions they

and their other new colleagues are making to the company.  

Jack brings vast business development and managerial experience in biotechnology. Since joining us, he has been working 

vigorously on target in-licensing and business collaborations, efforts designed to sustain and accelerate our internal biophar-

maceutical development programs. Tony’s expertise in all stages of clinical development is critical for moving our clinical 

trials forward, and he brings a rich background in product development and clinical experience from several other prominent

companies. Lynn brings over 20 years of biopharmaceutical development experience and technical expertise to Dyax. Her job

has recently been expanded beyond preclinical and regulatory affairs, her primary focus, to overseeing process development

and manufacturing, areas where she has already had a notable impact. With the addition of these three people, we now have

a very talented team who clearly define Dyax by its emerging product-based activities.  

Executing on our strategy

We also executed on our strategy to leverage our phage display technology platform broadly, using phage display in internal

and collaborative therapeutic activities and in collaborations in non-core but important business sectors including imaging,

affinity separations and research reagents. I am proud to say we announced additional relationships with market leaders in
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two of those areas this year. Our licensing program continues to be one of the

most successful in biotechnology history. In 2001, we surpassed our goal of granting

our 50th patent licensee, and we are well on the way to announcing our 60th. 

In the past year, we made a strong and successful effort to broaden our research

pipeline. We recognize that we cannot succeed on the strength of one or two lead

therapeutic candidates, and that part of our technological strength is to utilize 

our powerful phage display platform as a product generator by accessing validated

targets and developing good drug leads. Dyax scientists are among the finest. They have been very busy this year screening,

evaluating and optimizing potential therapeutics leads and I look forward to reporting on more candidates as they enter the

development pipeline. 

What’s next?

In 2001, our stock price had considerable volatility. Although disappointing, some of this was a result of trends in the overall

marketplace. Although our clinical trials for DX-890 and DX-88 are progressing, they did not proceed as quickly as we had

hoped in 2001. However, I am very pleased to say that we moved rapidly to address this by expanding patient enrollment 

criteria, adding more enrollment sites, and hiring several experienced professionals in clinical, regulatory and manufacturing

areas. We hope to regain ground in the coming year by demonstrating highly focused and consistent productivity. We are

about to initiate a third clinical trial (Phase I/II) using our kallikrein inhibitor, DX-88, to address problems with blood and fluid

loss commonly associated with cardiopulmonary bypass during CABG procedures. In the coming year, we will also be evaluat-

ing opportunities for second disease indications with DX-890.

We ended 2001 with a net loss of $17 million, compared with $15 million in 2000, and with over $50 million in cash. 

We have made a decision to aggressively pursue our product development program. Accordingly, we expect to continue our

investment into the development of our biopharmaceutical product pipeline commensurate with our cash resources.

Dyax is heading into a period of considerable clinical innovation and productivity. To support this, we will need to maintain

maximum productivity in revenue generating aspects of our business and I am confident that we can do this. Dyax will shortly

announce its 60th licensee and you can expect us to increase the number of collaborations. I fully anticipate that Biotage will

continue to be a market leader in the drug discovery purification and separations systems’ markets. We will carefully manage

our overall cash position, allocating resources with the primary goal of maximizing shareholder value. I look forward to report-

ing on continued progress throughout 2002.     

Sincerely,

Henry E. Blair

Chairman and Chief Executive Officer
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DX-890 for Cystic Fibrosis

Cystic fibrosis (CF) is a devastating illness, with a life expectancy of just over 30

years. Despite several products in the marketplace, there is still considerable unmet

medical need for new treatments. Existing treatments provide only partial sympto-

matic relief, inadequately preventing the cycle of inflammation, infection and tissue

destruction in the lung. DX-890, a novel small protein developed by Dyax using

phage display, may help slow this cycle. Our preclinical data show that DX-890

inhibits neutrophil elastase (NE), a naturally occurring enzyme that, when secreted 

in excess in diseases like CF, damages or destroys healthy lung tissue.  

Dyax’s DX-890 is a highly specific and potent direct inhibitor

of neutrophil elastase, the highly destructive enzyme implicated

in cystic fibrosis.

In 2001, Dyax and our collaborator, Debiopharm SA, made important progress in

clinical trials. Debiopharm began a Phase IIa trial for DX-890 in adult CF patients in

France. Although full results are not yet available, preliminary results suggest that

DX-890 inhibits NE in the sputum of these patients. Dyax is encouraged by these

preliminary findings and is planning for the next steps in these trials. 

Dyax is also moving to evaluate the use of DX-890 in other diseases where NE is

involved. One of these diseases, alpha1 anti-trypsin (A1AT) deficiency, is a genetic

disorder affecting nearly 100,000 patients in the U.S. Individuals with this deficiency

experience lung and liver damage. The existing therapy, which augments low levels

of the A1AT protein, is in short supply and is produced from human plasma. DX-890

may be an effective alternative therapy to reduce or prevent the lung damage in

these patients.

Other indications we are considering include chronic obstructive pulmonary disease,

affecting about 16 million Americans, and ulcerative colitis. Ulcerative colitis is a

painful, inflammatory bowel disease affecting about 400,000 people in the U.S.

Patients with this illness often require very potent immunosuppressive therapy.

DYA X CO R P.  AN N U A L RE P O R T 2001
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BI O P H A R M AC E U T I CA L

PR O G RA M S

DX-88 for Hereditary Angioedema 

Hereditary angioedema (HAE), a debilitating genetic disorder, is caused by a deficiency

of the C1 inhibitor (C1-INH), a molecule that inhibits kallikrein and other serine 

proteases. Individuals with this deficiency can suffer from painful, episodic bouts of

severe swelling of the extremities, face, and larynx (which is potentially life-threaten-

ing) as well as the gastrointestinal tract. The quality of patients’ lives is seriously

impacted by HAE. Currently, no specific therapy for HAE is available in the U.S. There

are approximately 5,000 to 12,000 people affected with this disease in the U.S.

DX-88, a potent inhibitor of kallikrein, has the potential to inhibit

swelling, pain, and inflammation in inflammatory disorders.

Using its phage display technology, Dyax identified DX-88, a small protein with high

affinity and high specificity for inhibiting kallikrein. In disease states like HAE, where

inhibiting kallikrein is important, DX-88 may have fewer side effects and/or greater

effectiveness for inflammation and pain than naturally occurring inhibitors which lack

DX-88’s specificity and affinity for this enzyme. In 2001, Dyax, in collaboration with

Genzyme, initiated a multi-center European, Phase II trial of DX-88 in HAE patients.

We recently expanded the protocol’s enrollment criteria. We are looking forward to

seeing the results of this ongoing clinical trial in 2002.

DX-88 for Cardiopulmonary Bypass 

Dyax has prepared and submitted an Investigational New Drug application (IND) to

study the potential effects of DX-88 in patients undergoing cardiopulmonary bypass

(CPB) in conjunction with CABG (Coronary Artery Bypass Graft) surgery. During

bypass, blood loss and swelling are frequent problems. The current treatment for

reduction in blood loss is a product made from cow lungs and is reportedly used in

only 10-15% of cases. DX-88 may offer an alternative therapy to help reduce blood

loss and, possibly, the adverse effects of the inflammatory response. We anticipate

enrolling the first patients in a Phase I/II clinical trial in the U.S. shortly.

Over 600,000 patients undergo Cardiopulmonary Bypass during

cardiac surgery in the U.S. alone each year, and serious blood

loss is a major problem.

DYA X CO R P.  AN N U A L RE P O R T 2001
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BU I L D I N G DYAX’S RE S E A R C H

PI P E L I N E :  PR O G R E SS I N OU R

DI S C O V E RY PR O G RA M S
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Building the research pipeline is one of Dyax’s important drivers of long-term value

as a biopharmaceutical company. The safety and efficacy of a potential biopharma-

ceutical product depends on its affinity (or binding strength) and specificity for the

disease target of interest. Dyax uses its phage display technology to create a variety

of different types of product leads, including proteins, peptides and antibodies, each

of which may offer new and distinctive possibilities for treating diseases.  

In 2001, Dyax added a number of disease targets to its

pipeline, greatly expanding its therapeutic discovery program.

Dyax builds its research pipeline in two ways: through internal and collaborative 

target validation and lead discovery using phage display, and by accessing validated

targets from outside sources against which Dyax discovers and optimizes potential

therapeutic candidates.

This year, Dyax focused its research efforts on several therapeutic areas including

inflammation and cancer, licensing the targets from both leading academic

researchers and genomics companies. In 2001, Dyax established a collaboration with

Corvas International, Inc., to jointly discover and develop cancer therapeutics based

on serine protease inhibitors. Research suggests that the over-expression of certain 

serine protease genes may play an important role in various types of cancer. Dyax

also modified its agreement with Human Genome Sciences, Inc. (HGSI) to receive

research access to up to 20 HGSI targets for which Dyax has the option to develop

up to three therapeutic product candidates. Finally, Dyax obtained an exclusive

license for therapeutics and diagnostics from Licentia Ltd. for an angiogenesis tar-

get identified by Dr. Kari Alitalo of the University of Helsinki. This target, which has

been implicated in vascular development in cancer, may also play a role in other 

diseases like inflammatory and cardiovascular disorders. 

Access to these targets, in conjunction with Dyax’s scientific and development 

capabilities, gives Dyax the opportunity to pursue the development of potential 

therapeutic products against a number of diseases.



In 2001, Dyax surpassed its goal of signing more than 50 licensees to its phage display patents,

making phage display one of the most widely used biological discovery tools in the industry.
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LE V E RAG I N G PH AG E

DI S P L AY –  CO L L A B O RAT I O N S

A N D L I C E N S E S

The Strength of Our Business Base: Growing 

Revenues, Diversifying Risk 

Phage display technology is used broadly in pharmaceutical, biotechnology and 

academic arenas for research and drug discovery. Since 2001, Dyax has made its

proprietary and patented phage display technology available to many leading 

companies and institutions through its technology licensing program and collabora-

tions. This licensing program provides Dyax with revenues from annual license 

fees. In addition, most license agreements include provisions for significant product

development milestone payments and royalties on subsequent product sales.

Dyax believes that its proprietary and patented phage display technology has a num-

ber of advantages as a therapeutic drug discovery technology including: the diversity

and abundance of our phage display libraries, containing billions of potential binding

compounds and automated procedures that allow Dyax or its collaborators to apply

the technology to many disease targets simultaneously for developing drug leads.

Dyax and its licensees and collaborators have used the phage display technology for

a number of biopharmaceutical applications including identifying and determining

the function of new genes in genomics research, discovering novel biopharmaceuti-

cal product leads that may have usefulness in treating disease, purifying biopharma-

ceutical products in manufacturing, and purifying leads and targets for research,

development and commercialization.

In 2001, Dyax signed its 50th licensee to its phage display

patents, making phage display one of the most widely used

biological discovery tools in the industry.

This year, Dyax announced collaborations with Wyeth to purify their new product for

treating Hemophilia A, and Human Genome Sciences, Inc. to purify B-Lymphocyte

Stimulator protein, also known as BlyS™, a naturally occurring protein that stimu-

lates the production of antibodies, the body’s first line of defense against infection.

Finally, Dyax entered into a strategic alliance with BD Biosciences, a division of

Becton, Dickinson and Company, to use phage display technology in the research

products field, one of our non-core but important market areas.  

DYA X CO R P.  AN N U A L RE P O R T 2001



BI O TAG E:  

A CR I T I CA L

CO M P O N E N T

In 2001, Biotage, Inc., a subsidiary of Dyax Corp, continued its success as a 

market leader in small-molecule drug discovery purification, separation systems 

and consumables for the pharmaceutical, biopharmaceutical and specialty 

chemical industries. 

Today, Biotage’s cartridge-based liquid chromatography

purification products are used in most major pharmaceutical

firms in the US, Europe and Asia to purify their novel

therapeutic lead compounds.

The Biotage product line continues to expand, providing an unrivaled range of 

purification products from discovery scale, where small amounts of compounds 

are purified for research purposes, through production scale, where a product is

manufactured in commercial quantities. Biotage’s 2001 accomplishments demon-

strate the results of a well-crafted and carefully implemented marketing strategy

focused on:

➤ Automated systems that operate unattended

➤ Consumables with best-in-class performance

➤ World-class quality and same day delivery

➤ Direct technical support to customers

In 2001, Biotage broadened its patent position to include recent advances in its 

cartridge chromatography line. In addition, the company recently broke ground on a

new 51,000 sq. ft. worldwide headquarters, manufacturing and research facility in

Charlottesville, Virginia. Biotage’s revenue has increased tenfold from 1994 to 2001,

with a 19% increase in 2001 alone. By the end of 2001, Biotage’s employee popu-

lation grew from 25 in 1994 to 118, reflecting success. The business expansion is

expected to continue as the company releases new products and grows globally.

Biotage remains qualified to serve worldwide markets from its offices in the U.S.,

U.K., Germany, and Japan.  

HorizonTM – High-Performance

FLASHTM Chromatography

(HPFCTM) system with FLASH

65iTM Compression Module

Patented pre-packed FLASHTM

cartridges
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CO N S O L I DAT E D BA L A N C E SH E E T S

As of December 31, 2001 2000

Assets

Current assets:

Cash and cash equivalents $ 51,034,000 $ 74,205,000

Accounts receivable, net of allowances for doubtful accounts of $155,000 
and $130,000 at December 31, 2001 and 2000, respectively 7,128,000 6,509,000

Inventories 3,267,000 2,719,000

Current portion of notes receivable, employees 159,000 412,000 

Other current assets 541,000 780,000

Total current assets 62,129,000 84,625,000

Fixed assets, net 12,915,000 4,101,000

Notes receivable, employees 1,346,000 1,380,000

Goodwill and other intangibles, net 157,000 1,100,000

Restricted cash 4,365,000 —

Other assets 529,000 199,000

Total assets $ 81,441,000 $ 91,405,000

Liabilities and Stockholders’ Equity

Current liabilities:

Accounts payable and accrued expenses $ 10,104,000 $ 7,983,000

Current portion of deferred revenue 5,821,000 4,161,000

Current portion of long-term obligations 2,194,000 683,000

Total current liabilities 18,119,000 12,827,000
Deferred revenue 3,618,000 7,141,000

Long-term obligations 4,240,000 1,580,000

Total liabilities 25,977,000 21,548,000

Commitments (Notes 8, 9, 10 and 12)

Stockholders’ equity:

Preferred stock, $0.01 par value; 1,000,000 shares authorized at 
December 31, 2001 and 2000; 0 shares issued and outstanding 
at December 31, 2001 and 2000, respectively — —

Common stock, $0.01 par value; 50,000,000 shares authorized at 
December 31, 2001 and 2000; 19,433,928 shares issued and outstanding 
at December 31, 2001 and 19,046,771 shares issued at December 31, 2000 194,000 190,000

Additional paid-in capital 141,384,000 140,936,000

Receivable from officer for common stock purchase — (418,000)
Accumulated (deficit) (84,009,000) (66,844,000)

Treasury stock (0 and 1,378 common shares at cost 
at December 31, 2001 and 2000, respectively) — —

Deferred compensation (2,199,000) (3,980,000)

Accumulated other comprehensive (loss) 94,000 (27,000)

Total stockholders’ equity 55,464,000 69,857,000

Total liabilities and stockholders’ equity $ 81,441,000 $ 91,405,000

The accompanying notes are an integral part of the consolidated financial statements.
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Years Ended December 31, 2001 2000 1999

Revenues:

Product revenues $ 18,803,000 $ 15,782,000 $ 12,596,000

Product development and license fee revenues 14,237,000 9,434,000 4,237,000

Total revenues 33,040,000 25,216,000 16,833,000

Operating expenses:

Cost of products sold 8,805,000 7,495,000 5,515,000

Research and development:

Other research and development 18,745,000 14,391,000 10,618,000

Non-cash compensation 687,000 1,089,000 423,000

Selling, general and administrative:

Other selling, general and administrative 23,254,000 18,089,000 14,069,000

Non-cash compensation 867,000 1,332,000 516,000

Total operating expenses 52,358,000 42,396,000 31,141,000

Loss from operations (19,318,000) (17,180,000) (14,308,000)

Other income, net 2,153,000 1,991,000 1,121,000

Net loss (17,165,000) (15,189,000) (13,187,000)

Other comprehensive income (loss):

Foreign currency translation adjustments 121,000 81,000 15,000

Comprehensive loss $ (17,044,000) $ (15,108,000) $ (13,172,000)

Basic and diluted net loss per share $ (.89) $ (1.77) $ (6.81)

Shares used in computing basic and diluted net loss per share 19,244,809 8,577,912 1,936,907

The accompanying notes are an integral part of the consolidated financial statements.

CO N S O L I DAT E D STAT E M E N T S O F OP E RAT I O N S A N D CO M P R E H E N S I V E LO SS
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CO N S O L I DAT E D STAT E M E N T S O F CH A N G E S I N ST O C K H O L D E R S ’  EQ U I T Y

CL ASS A CO N V E RT I B L E PE R F E R R E D ST O C K

Series 1 Series 2 Series 3 Series 4 Series 5

Shares Shares Shares Shares Shares Amount 

Balance at December 31, 1998 1,942,936 703,970 2,000,000 4,297,137 5,752,944 57,426,000

Shares issued for acquisition 
of Target Quest, LLC

Exercise of stock options

Issuance of restricted stock

Deferred compensation

Compensation expense 
associated with stock options

Foreign currency translation

Net Loss

Balance at December 31, 1999 1,942,936 703,970 2,000,000 4,297,137 5,752,944 57,426,000

Net proceeds from initial 
public offering

Conversion of preferred stock 
upon completion of initial 
public offering (1,942,936) (703,970) (2,000,000) (4,297,137) (5,752,944) (57,426,000)

Exercise of stock options

Exercise of stock warrants

Deferred compensation

Compensation expense associated 
with stock options

Foreign currency translation

Net Loss

Balance at December 31, 2000 — — — — — —

Exercise of stock options

Issuance of common stock for 
employee stock purchase plan

Deferred compensation

Repayment of loan to purchase 
common stock

Foreign currency translation

Net Loss

Balance at December 31, 2001 — — — — — —

The accompanying notes are an integral part of the consolidated financial statements.
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C O M M O N S T O C K

Receivable

for Accumulated

Additional Common Other

Par Treasury Paid-in Stock Accumulated Deferred Comprehensive 

Shares Value Stock Capital Purchase (Deficit) Compensation (Loss) Total

1,873,851 19,000 — 12,536,000 (418,000) (38,468,000) (1,562,000) (123,000) 29,410,000

379,152 4,000 1,969,000 1,973,000

53,287 1,000 54,000 55,000

47,500 95,000 95,000

4,284,000 (4,284,000) —

939,000 939,000

15,000 15,000

(13,187,000) (13,187,000)

2,353,790 24,000 — 18,938,000 (418,000) (51,655,000) (4,907,000) (108,000) 19,300,000

4,600,000 46,000 62,304,000 62,350,000

11,585,454 116,000 — 57,310,000 —

480,505 4,000 — 783,000 787,000

27,022 — — 107,000 107,000

1,494,000 (1,494,000) —

2,421,000 2,421,000

81,000 81,000

— (15,189,000) (15,189,000)

19,046,771 190,000 — 140,936,000 (418,000) (66,844,000) (3,980,000) (27,000) 69,857,000

380,132 4,000 — 496,000 500,000

7,025 — — 104,000 104,000

(152,000) 1,781,000 1,629,000

418,000 418,000

121,000 121,000

— (17,165,000) (17,165,000)

19,433,928 194,000 — 141,384,000 — (84,009,000) (2,199,000) 94,000 55,464,000
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Years Ended December 31, 2001 2000 1999

Cash flows from operating activities:

Net loss $ (17,165,000) $ (15,189,000) $ (13,187,000)

Adjustments to reconcile net loss to net cash 
used in operating activities:

Depreciation and amortization of fixed assets 1,537,000 988,000 629,000

Amortization of goodwill and other intangibles 953,000 890,000 474,000

Compensation expenses associated with stock options 1,554,000 2,421,000 939,000

Inventory valuation adjustments (67,000) 495,000 (15,000)

Provision for doubtful accounts 25,000 1,000 —

Changes in operating assets and liabilities:

Accounts receivable (747,000) (3,459,000) (203,000)

Inventories (503,000) (208,000) (598,000)

Notes receivable, employees 287,000 (9,000) (409,000)

Other assets (106,000) (584,000) (41,000)

Accounts payable and accrued expenses 2,232,000 2,168,000 2,528,000

Deferred revenue (1,860,000) 8,433,000 2,013,000)

Net cash used in operating activities (13,860,000) (4,053,000) (7,870,000)

Cash flows from investing activities:

Purchase of fixed assets (10,400,000) (2,409,000) (1,762,000)

Cash flows from financing activities:

Net proceeds from the issuance of common 
stock from initial public offering — 62,350,000 —

Proceeds from the issuance of common stock, 
exercise of stock options and warrants 604,000 894,000 150,000

Proceeds from long-term obligations 5,010,000 1,217,000 1,077,000

Proceeds from receivable associated with 
common stock purchase 418,000 — —

Increase in restricted cash for facility lease (4,365,000) — —

Repayment of long-term obligations (825,000) (506,000) (285,000)

Net cash provided by financing activities 842,000 63,955,000 942,000

Effect of foreign currency translation on cash balances 247,000 (14,000) (75,000)

Net (decrease) increase in cash and cash equivalents (23,171,000) 57,479,000 (8,765,000)

Cash and cash equivalents at beginning of the period 74,205,000 16,726,000 25,491,000

Cash and cash equivalents at end of the period $ 51,034,000 $ 74,205,000 $ 16,726,000

Supplemental disclosure of cash flow information:

Interest paid $ 162,000 $ 197,000 $ 81,000

Income taxes paid — — $ 58,000

Supplemental disclosure of non-cash investing 

and financing activities:

Acquisition of property and equipment under capital leases $ 2,080,000 $ 1,217,000 $ 1,077,000

Deferred compensation — $ 1,494,000 $ 4,284,000

Fair value of common stock issued in purchase acquisitions — — $ 1,973,000

The accompanying notes are an integral part of the consolidated financial statements.
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( 1 ) ➛ Nature of Business

Dyax Corp. (“Dyax” or the “Company”) is a biopharmaceutical company principally focused on the discovery, development and 

commercialization of therapeutic products. The Company uses a proprietary, patented method, known as phage display, to identify a

broad range of compounds with the potential for the treatment of various diseases. The Company is using phage display technology 

to build a broad portfolio of product candidates that it plans to develop and commercialize itself or with others. On behalf of collab-

orators, the Company also uses phage display technology to identify compounds that can be used in therapeutics, diagnostic imaging,

the development of research reagents, and in purifying and manufacturing biopharmaceuticals and chemicals. The Company is further

leveraging its phage display technology through collaborations and licenses that are structured to generate revenues through research

funding, license fees, technical and clinical milestone payments, and royalties. The Company, through its Biotage subsidiary, develops,

manufactures and sells chromatography separations systems and products.

The Company is subject to risks common to companies in the biotechnology industry including, but not limited to, dependence on

collaborative arrangements, development by the Company or its competitors of new technological innovations, dependence on key

personnel, protection of proprietary technology, and compliance with FDA and other governmental regulations and approval requirements.

( 2 ) ➛ Accounting Policies

Basis of Consolidation: The accompanying consolidated financial statements include the accounts of the Company and its wholly

owned subsidiaries, Biotage, Inc. including its foreign sales subsidiaries, and Target Quest BV and Dyax s.a., European research subsidiaries.

All intercompany accounts and transactions have been eliminated.

Reclassifications: Certain reclassifications have been made to the prior years financial statements to conform to current presentation.

Use of Estimates: The preparation of financial statements in conformity with accounting principles generally accepted in the United

States of America requires management to make certain estimates and assumptions that affect the amounts of assets and liabilities

reported and disclosure of contingent assets and liabilities at the dates of the financial statements and the reported amounts of revenue

and expenses during the reporting periods. The significant estimates and assumptions in these financial statements include revenue

recognition, receivable collectibility, inventory valuation, useful lives with respect to long lived assets, valuation of common stock and

related stock options, accrued expenses and tax valuation reserves. Actual results could differ from those estimates.

Concentration of Credit Risk: Financial instruments that potentially subject the Company to concentrations of credit risk consist

principally of cash, cash equivalents and trade accounts receivable. At December 31, 2001, approximately 85% of the Company’s cash

and cash equivalents were invested in U.S. Treasury funds held by one financial institution.

The Company provides most of its products to pharmaceutical and biomedical companies worldwide. Concentrations of credit risk

with respect to trade receivable balances are limited due to the diverse number of customers comprising the Company’s customer base.

The Company performs ongoing credit evaluations of its customers’ financial conditions and maintains reserves for potential credit

loss. Activity for fiscal 2001, 2000 and 1999 included provisions of $25,000, $1,000 and $0, respectively. Receivable write offs in

2001, 2000 and 1999 were nominal. One customer accounted for approximately 13% of the Company’s accounts receivable balance

at December 31, 2000. A different customer accounted for approximately 24% of the Company’s accounts receivable balance as of

December 31, 2001. 

Cash and Cash Equivalents: All highly liquid investments purchased with an original maturity of three months or less are considered

to be cash equivalents. Cash and cash equivalents consist principally of cash and U.S. Treasury funds. The Company currently invests its

excess cash in U.S. Treasury funds. The Company maintains balances in various operating accounts in excess of federally insured limits.

NO T E S T O CO N S O L I DAT E D F I N A N C I A L STAT E M E N T S
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Inventories: Inventories are stated at the lower of cost or market. Cost is determined using the first-in, first-out (FIFO) method.

Inventories are reviewed for slow moving, obsolete and excess items on a quarterly basis and, if necessary, a charge is recorded in

the results of operations.

Fixed Assets: Property and equipment are recorded at cost and depreciated over the estimated useful lives of the related assets

using the straight-line method. Laboratory and production equipment, and furniture and office equipment are depreciated over a

three to seven year period. Leasehold improvements are stated at cost and are amortized over the lesser of the non-cancelable term

of the related lease or their estimated useful lives. Leased equipment is amortized over the lesser of the life of the lease or their 

estimated useful lives. Maintenance and repairs are charged to expense as incurred. When assets are retired or otherwise disposed

of, the cost of these assets and related accumulated depreciation and amortization are eliminated from the balance sheet and any

resulting gains or losses are included in operations in the period of disposal.

Goodwill and Other Intangibles: Goodwill, which represents the excess purchase price over the fair value of net assets acquired,

was amortized on a straight-line basis over its useful life, currently 2.5 to 15 years. The Company will adopt Statement of Financial

Accounting Standards (“SFAS”) No. 142, “Goodwill and Other Intangible Assets”, effective January 1, 2002. SFAS 142 requires that

ratable amortization of goodwill be replaced with periodic tests of the goodwill’s impairment and that intangible assets other than

goodwill be amortized over their useful lives. As of December 31, 2001 and 2000, accumulated amortization of goodwill and other

intangibles was $2,470,000 and $1,527,000, respectively. The Company does not expect the adoption of SFAS No. 142 to have a

material impact on its financial position or results of operations.

Impairment of Long-Lived Assets: The Company reviews long-lived assets, including goodwill, for impairment whenever events or

changes in business circumstances indicate that the carrying amount of assets may not be fully recoverable or that the useful lives of

these assets are no longer appropriate. Each impairment test is based on a comparison of the undiscounted cash flow to the recorded

value of the asset. If an impairment is indicated, the asset is written down to its estimated fair value on a discounted cash flow basis.

Software Development Costs: The Company capitalizes software development costs for software products in accordance with

SFAS No. 86, “Accounting for the Costs of Computer Software to Be Sold, Leased or Otherwise Marketed”. Capitalized software costs

are amortized to cost of sales over the estimated useful lives of the related software products, currently 5 years. Capitalized software

costs included in other assets, net of accumulated amortization of $10,000 and $0, were $131,000 and $0 at December 31, 2001

and 2000, respectively.

Revenue Recognition: The Company has utilized the guidance of Staff Accounting Bulletin 101, “Revenue Recognition in Financial

Statements”, for all periods presented in these financial statements. Product revenue is derived from sales of Biotage chromatography

separations systems and cartridges. The Company generally recognizes revenue on product sales arrangements based on product

shipment if no installation obligations exist. For product sale arrangements that require installation services that are not considered

essential to the functionality of the product, revenue is recognized upon shipment and a portion of revenue equal to the fair value of

the installation service is deferred and recognized upon the completion of the installation. For product sale arrangements that require

significant installation services and contain customer acceptance criteria, all revenue is recognized upon the completion of the installation

and satisfaction of the customer acceptance criteria. One customer accounted for approximately 12% of product revenues in 2001

and no customer accounted for more than 10% of product revenues in 2000 or 1999.
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The Company enters into product development agreements with collaborative partners for the development of therapeutic, diagnostic

and separations products. The terms of the agreements may include non-refundable signing fees, funding for research and development,

milestone payments and royalties on any product sales derived from collaborations. Non-refundable signing fees are recognized as

services are performed over the expected term of the collaboration. Funding for research and development, where the amounts

recorded are non-refundable if research efforts are unsuccessful, is recognized as the related expenses are incurred. Upon achievement

of milestones, a portion of the milestone payment equal to the percentage of the collaboration completed through that date is 

recognized. The remainder is recognized as services are performed over the remaining term of the collaboration. Royalties are recog-

nized when earned. The same customer accounted for approximately 26% and 38% of product development and license fee revenues

in 2001 and 2000, respectively. Two additional customers accounted for approximately 23% and 11% of product development and

license fee revenues in 2001. No customer accounted for more than 10% of product development and license fee revenues in 1999. 

The Company evaluates all collaborative agreements on a quarterly basis to determine the appropriate revenue recognition for that

period. The evaluation includes all of the potential revenue components from each specific collaborative agreement. Revenue recorded

on government grants are consistent with guidelines issued by the governing body issuing the grant.

The Company licenses its patent rights covering phage display on a non-exclusive basis in the fields of therapeutics, antibody-based 

in vitro diagnostics and research products. Standard terms of the license agreements, for which the Company has no future obliga-

tions, generally include non-refundable signing fees, non-refundable annual maintenance fees, milestone payments and royalties on

product sales. Signing fees and annual maintenance fees are recognized in equal monthly installments over the period to which the

payment applies. Perpetual patent licenses are recognized immediately if the Company has no future obligations. Milestone payments

under non-exclusive phage display patent licenses are recognized when the milestone is achieved and royalties are recognized when

they are earned.

Revenue from National Institute of Standards and Technology grants to conduct research and development is recognized as eligible

costs are incurred, up to the funding limit. Eligible grant related costs which have been incurred in advance of cash receipts are

recorded as receivables.

Payments received that have not met the appropriate criteria for revenue recognition are recorded as deferred revenue.

Shipping and Handling: Shipping and handling costs are included within cost of products sold, with the related sales value included

within product revenues.

Product Warranty: The Company provides customers with a twelve-month warranty on its chromatography systems from the date

of shipment. Estimated warranty obligations, which are included in the results of operations as cost of products sold, are evaluated

and provided for at the time of sale.

Research and Development: Research and development costs are expensed as incurred.

Advertising: Advertising costs are expensed as incurred. For the years ending December 31, 2001, 2000, and 1999 advertising

expense was $611,000, $287,000 and $310,000, respectively.

Income Taxes: The Company utilizes the asset and liability method of accounting for income taxes as set forth in SFAS No. 109,

“Accounting for Income Taxes” (“SFAS No. 109”). Under this method, deferred tax assets and liabilities are recognized for the expected

future tax consequences of temporary differences between the carrying amounts and the tax basis of assets and liabilities using the

current statutory tax rates.

NO T E S T O CO N S O L I DAT E D F I N A N C I A L STAT E M E N T S (C O N T I N U E D)
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Translation of Foreign Currencies: Assets and liabilities of the Company’s foreign subsidiaries are translated at period end exchange

rates. Amounts included in the statements of operations are translated at the average exchange rate for the period. The resulting

currency translation adjustments are made directly to a separate component of stockholders’ equity. For the year ending December 31,

2001, 2000 and 1999, losses from transactions in foreign currencies were $278,000, $372,000 and 0, respectively, and are included

in selling, general and administrative expenses.

Comprehensive Income (Loss): The Company accounts for comprehensive income (loss) under SFAS No. 130, “Reporting

Comprehensive Income.” The statement established standards for reporting and displaying comprehensive income and its components

in a full set of general purpose financial statements. The statement required that all components of comprehensive income be reported

in a financial statement that is displayed with the same prominence as other financial statements.

Net Loss Per Share: The Company accounts for and discloses earnings per share (“EPS”) under SFAS No. 128, “Earnings per Share”

(“SFAS No. 128”). This statement specifies the computation, presentation and disclosure requirements of EPS to simplify the existing

computational guidelines and increased comparability on an international basis.

Under SFAS No. 128, the Company is required to present two EPS amounts, basic and diluted. Basic EPS is calculated based on income

available to common stockholders and the weighted-average number of common shares outstanding during the reporting period.

Diluted EPS may include additional dilution from potential common stock, such as stock issuable pursuant to the exercise of stock

options and warrants outstanding, the conversion of preferred stock and conversion of debt, unless their inclusion would be antidilutive.

Business Segments: The Company discloses business segments under SFAS No. 131, “Disclosures about Segments of an Enterprise

and Related Information” (“SFAS No. 131”). The statement established standards for reporting information about operating segments

in annual financial statements of public enterprises and in interim financial reports issued to shareholders. It also established standards

for related disclosures about products and services, geographic areas and major customers.

Recent Pronouncements: In June 2001, the Financial Accounting Standards Board (FASB) issued SFAS No. 141, Business

Combinations and SFAS No. 142, Goodwill and Other Intangible Assets. SFAS 141 requires that all business combinations be accounted

for using the purchase method only and that certain acquired intangible assets in a business combination be recognized as assets

apart from goodwill. SFAS 142 requires that ratable amortization of goodwill be replaced with periodic tests of the goodwill’s

impairment and that intangible assets other than goodwill be amortized over their useful lives. SFAS 141 is effective for all business

combinations initiated after June 30, 2001 and for all business combinations accounted for by the purchase method for which the

date of acquisition is after June 30, 2001. The provisions of SFAS 142 will be effective for fiscal years beginning after December 15,

2001, and will thus be adopted by the Company, as required, in fiscal year 2002. The Company does not expect the adoption of

SFAS 141 and SFAS 142 to have a material impact on the Company’s financial position or operating results.

In August 2001, the FASB issued SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”. SFAS 144 supersedes

SFAS No. 121, “Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of” and provides a

single accounting model for long-lived assets to be disposed of. SFAS 144 is effective for fiscal years beginning after December 15,

2001 and will thus be adopted by the Company, as required, on January 1, 2002. The Company does not expect the adoption of

SFAS 144 to have a material impact on its financial position or operating results. 
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( 3 ) ➛ Business Combinations

On July 14, 1999, the Company acquired all of the capital stock of Target Quest, B.V. in exchange for 412,500 shares of Dyax 

common stock. Management determined that the fair value of these shares at the time of the acquisition was $5.21 per share. 

The acquisition was accounted for as a pooling of interests. Target Quest, B.V. is a research business specializing in the development

of human antibodies. Target Quest, B.V.’s revenues are derived from collaborative agreements and government grants. It is reflected

in the Therapeutics/Diagnostics segment. The Company’s historical consolidated financial statements have been restated to reflect

the combined financial position and results of operations and cash flows of Dyax and Target Quest, B.V. for all periods presented.

The results of operations for Dyax and Target Quest, B.V. and the combined amounts presented for periods preceding the acquisition

were as follows:

Year Ended December 31, 1999

Net Revenue:

Dyax $ 16,408,000

Target Quest, B.V. 425,000

$ 16,833,000

Net Income (Loss):

Dyax $ (13,429,000)

Target Quest, B.V. 242,000

$ (13,187,000)

For the six month period ended June 30, 1999, Target Quest, B.V. had revenues of $490,000 and net income of $206,000, before

elimination of intercompany activity.

Also on July 14, 1999, the Company acquired the 33% share of Target Quest, LLC, that was not owned by Target Quest, B.V., in

exchange for 379,152 shares of Dyax common stock. The acquisition of the remaining 33% interest of Target Quest, LLC, together

with the acquisition of Target Quest, B.V., which owned 67% of Target Quest, LLC, gave the Company 100% ownership of Target

Quest, LLC. The acquisition was accounted for as a purchase and accordingly, the results of its operations have been included in the

consolidated financial statements commencing on July 1, 1999, the effective accounting date of the acquisition. The entire excess

purchase price of approximately $2,078,000 was allocated to a marketing agreement between Target Quest, LLC and Target Quest,

B.V. This amount has been amortized over the 2.5 years of the marketing rights on a straight line basis and was included in goodwill

and other intangibles on the accompanying balance sheet. At December 31, 2001, the balance was fully amortized. Target Quest,

LLC was formed in late 1998, but did not commence operations until 1999. For the six month period ended June 30, 1999, Target

Quest, LLC had revenues of $293,000 and a net loss of $310,000.

The following unaudited pro forma results of operations for the year ended December 31, 1999, give effect to the Company’s acqui-

sition of Target Quest, LLC, as if the transaction had occurred at the beginning of the year. The pro forma results of operations do

not purport to represent (i) what the Company’s results of operations actually would have been if the acquisition had occurred at the

beginning of the period or (ii) what such results will be for any future periods.

Unaudited Pro Forma Results for the Year Ended December 31, 1999

Net Revenue $ 16,930,000

Net Loss $ (13,290,000)

NO T E S T O CO N S O L I DAT E D F I N A N C I A L STAT E M E N T S (C O N T I N U E D)
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( 4 ) ➛ Inventories 

Inventories consist of the following: 

December 31, 2001 2000

Raw materials $ 2,396,000 $ 1,627,000

Work in process 237,000 231,000

Finished products 634,000 861,000

$ 3,267,000 $ 2,719,000

( 5 ) ➛ Fixed Assets 

Fixed assets consist of the following: 

December 31, 2001 2000

Land $ 794,000 $ —

Construction in progress 5,084,000 39,000

Laboratory and production equipment 3,821,000 3,066,000

Furniture and office equipment 1,261,000 1,060,000

Software 1,101,000 —

Leasehold improvements 978,000 1,070,000

Leased assets 4,858,000 2,778,000

Total 17,897,000 8,013,000

Less: accumulated depreciation and amortization (4,982,000) (3,912,000)

$ 12,915,000 $ 4,101,000

There was $1,734,000 and $864,000 of accumulated amortization on leased assets, which includes laboratory, production and

office equipment, at December 31, 2001 and 2000, respectively.

( 6 ) ➛ Notes Receivable, Employees 

During 1998, in connection with the sale of 78,240 shares of restricted common stock and the exercise of options to purchase

37,490 shares of common stock, the Company agreed to loan to an officer an aggregate of $454,000 in a non-cash transaction 

pursuant to promissory notes, of which $418,000 was used to purchase the related common stock and was included as a reduction

to stockholders’ equity. The remaining $36,000 balance of the loan, the proceeds of which were to pay certain tax liabilities in 

connection with the exercise of the options, was included in notes receivable, employees. For the years ended December 31, 2000

and 1999, interest due was forgiven in the amount of $25,000 and $26,000, respectively. During 2001, these notes and the related

interest were paid in full (see Note 11).

In October 1998, the Company provided a mortgage loan and pledge agreement in the amount of $1,300,000 to its President 

and Chief Executive Officer, who is also Chairman of the Company’s Board of Directors, to purchase a residence within commuting

distance of the Company’s headquarters. The loan bears interest at the Prime Rate less 1.5% (3.25% at December 31, 2001) and is

collateralized by the real estate acquired with the loan proceeds and shares of common stock owned by this officer. The agreement

as amended in 2001, requires that aggregate collateral value of at least 150% of the outstanding loan principal be maintained

throughout the life of the loan. Payments in the amount of $8,220 are due monthly to the Company which are applied to interest 

and then principal. All remaining unpaid principal and accrued interest is payable on October 30, 2003, provided, however that it may

be accelerated at any time at the discretion of the Board of Directors, including upon (i) termination of his service as Chairman of the
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Company and Chief Executive Officer; provided, however that in the case of death or disability payment shall not be due for at least

twelve months after termination; or (ii) at any time that the Company’s cash and marketable investments total less than $10,000,000.

At December 31, 2001 and 2000, the balance outstanding on this note was $1,286,000 and $1,300,000, respectively.

In June 1999, the Company provided a loan to an officer of the Company in the amount of $100,000. The note, which bears 

interest at the Prime Rate plus 1.0% (5.75% at December 31, 2001) is payable in June 2004, subject to acceleration, and becomes

due immediately if the officer’s employment is terminated other than by the Company without cause. As long as the officer remains

employed by the Company, the Company will forgive $20,000 and all accrued interest on June 14 annually. Upon the officer’s death

or permanent disability, the remaining principal of the loan plus all accrued interest will be forgiven. For the years ended December

31, 2001, 2000 and 1999 interest due was forgiven in the amount of $8,000, $9,000 and $0, respectively. For the years ended

December 31, 2001, 2000 and 1999 principal was forgiven in the amount of $20,000, $20,000 and $0, respectively. At December

31, 2001 and 2000, the balance outstanding on this note was $60,000 and $80,000, respectively.

In connection with the acquisition of Target Quest, LLC, the Company made loans to other employees that are due in less than one

year. The loans are collateralized by common shares of Dyax stock. At December 31, 2001 and 2000, the balance outstanding on

these notes were $159,000 and $412,000, respectively.

( 7 ) ➛ Accounts Payable and Accrued Expenses

Accounts payable and accrued expenses consist of the following:

December 31, 2001 2000

Accounts payable $ 6,504,000 $ 4,489,000

Accrued compensation and related taxes $ 2,357,000 2,311,000

Accrued warranty costs $ 296,000 146,000

Other accrued liabilities $ 947,000 1,037,000

$ 10,104,000 $ 7,983,000

( 8 ) ➛ Long-term Obligations 

During 2001, the Company signed an agreement with a leasing company, providing the Company with a credit facility to fund the

purchase of leasehold improvements, other building costs and software. In 2001, the Company borrowed $2,930,000 on this facility,

which is collateralized by an irrevocable stand-by letter of credit. The lender has no obligation to fund any further amounts. These

obligations bear interest at a rate of 10.33% and are payable in 36 monthly installments beginning on January 1, 2002. If at the end

of any quarter, the Company’s unrestricted cash is less than the greater of $25.0 million or annualized cash needs, the Company

shall provide to the lessor an irrevocable letter of credit in the amount equal to the amount financed. Annualized cash needs are

determined by multiplying the cash used in operations on a consolidated basis for the most recently ended quarter by four. If the

Company has never been in default, the letter of credit amount may decline annually to an amount equal to the principle due.

During 2001, the Company signed a capital lease agreement, providing the Company with a lease facility for qualified fixed assets. 

In 2001, the Company sold to the lessor and leased back $1,789,000 of laboratory, production and office equipment under this

lease facility. The loans on the lease facility bear interest at a rate of 10.14% and are payable in 42 monthly installments. The lessor

has no further obligation to fund any further amounts.
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The Company had a capital lease agreement providing the Company with a $2,000,000 lease facility for qualified fixed assets. The ability

to draw on the lease facility ceased in April 2001. In 2001 and 2000, the Company sold to the lessor and leased back $291,000 and

$900,000, respectively, of laboratory, production and office equipment under this lease facility, for which no gain or loss was recognized.

The loans on the lease facility bear interest at a rate between 6.3% and 12.0%, and are payable in 28 to 60 monthly installments.

The Company also has a lease facility in The Netherlands. In 2000, the Company sold to the lessor and leased back $278,000 of

laboratory equipment under this facility.

In connection with the construction of a new facility in Charlottesville, Virginia, the Company has been approved for a loan of up to

$4.25 million, subject to the execution and delivery to the bank of related legal documents. The Company is required to advance the

first $1.25 million of construction costs prior to drawing down on the loan. The loan cannot exceed the lower of 70% of the com-

pleted appraised value or 70% of actual construction costs. Interest is payable monthly on the amount outstanding until completion

of construction, limited to a maximum of 16 months. Upon completion of the construction or 16 months, the loan will be converted

to a term loan and will be repaid over 20 years with interest at between 5.83% and 7.00%. The interest rate will be adjusted every five

years but may be adjusted earlier if the Company doesn’t maintain an average non-interest bearing compensating balance of $750,000

at the lender. As of December 31, 2001, there was no amount outstanding.

Minimum future payments under the Company’s long-term obligations as of December 31, 2001 are as follows:

2002 $ 2,460,000

2003 2,350,000

2004 1,907,000

2005 202,000

2006 and thereafter —

Total future minimum payments 6,919,000

Less: amount representing interest (485,000)

Present value of future minimum payments 6,434,000

Less: current portion (2,194,000)

Long-term obligations $ 4,240,000

Long-term obligations consist of the following:

December 31, 2001 2000

Capital lease obligations $ 3,504,000 $ 2,263,000

Leasehold improvement obligations 2,930,000 —

Present value of future minimum payments 6,434,000 2,263,000

Less: current portion (2,194,000) (683,000)

Long-term obligations $ 4,240,000 $ 1,580,000
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The Company had a capital lease agreement providing the Company with a $2,000,000 lease facility for qualified fixed assets. The ability

to draw on the lease facility ceased in April 2001. In 2001 and 2000, the Company sold to the lessor and leased back $291,000 and

$900,000, respectively, of laboratory, production and office equipment under this lease facility, for which no gain or loss was recognized.

The loans on the lease facility bear interest at a rate between 6.3% and 12.0%, and are payable in 28 to 60 monthly installments.

The Company also has a lease facility in The Netherlands. In 2000, the Company sold to the lessor and leased back $278,000 of

laboratory equipment under this facility.

In connection with the construction of a new facility in Charlottesville, Virginia, the Company has been approved for a loan of up to

$4.25 million, subject to the execution and delivery to the bank of related legal documents. The Company is required to advance the

first $1.25 million of construction costs prior to drawing down on the loan. The loan cannot exceed the lower of 70% of the com-

pleted appraised value or 70% of actual construction costs. Interest is payable monthly on the amount outstanding until completion

of construction, limited to a maximum of 16 months. Upon completion of the construction or 16 months, the loan will be converted

to a term loan and will be repaid over 20 years with interest at between 5.83% and 7.00%. The interest rate will be adjusted every five

years but may be adjusted earlier if the Company doesn’t maintain an average non-interest bearing compensating balance of $750,000

at the lender. As of December 31, 2001, there was no amount outstanding.

Minimum future payments under the Company’s long-term obligations as of December 31, 2001 are as follows:

2002 $ 2,460,000

2003 2,350,000

2004 1,907,000

2005 202,000

2006 and thereafter —

Total future minimum payments 6,919,000

Less: amount representing interest (485,000)

Present value of future minimum payments 6,434,000

Less: current portion (2,194,000)

Long-term obligations $ 4,240,000

Long-term obligations consist of the following:

December 31, 2001 2000

Capital lease obligations $ 3,504,000 $ 2,263,000

Leasehold improvement obligations 2,930,000 —

Present value of future minimum payments 6,434,000 2,263,000

Less: current portion (2,194,000) (683,000)

Long-term obligations $ 4,240,000 $ 1,580,000



DYA X CO R P.  AN N U A L RE P O R T 2001

( 9 ) ➛ Operating Leases 

In June 2001, the Company signed a ten-year lease with the Massachusetts Institute of Technology. The leased property is located in

Cambridge, Massachusetts and will serve as the Company’s corporate headquarters and main research facility. Under the terms of the

lease, the Company will initially lease 67,197 square feet. The Company occupied the corporate headquarters space in the first quarter 

of 2002 and expects to occupy the research facility portion of the property in the second quarter of 2002. The Company is obligated to

lease an additional 24,122 square feet by the sixty-fifth month from the initial occupancy date. The Company has the option to extend 

the lease for two additional five-year terms. The Company was required to provide the lessor with a letter of credit in the amount of

$4,279,000, which may be reduced after the fifth year of the lease term. This amount is included as restricted cash on the balance sheet.

The Company has operating leases for 25,326 square feet of laboratory and office space in Cambridge, Massachusetts under two

leases, as well as two leases covering 28,200 square feet of manufacturing, office and storage space in Charlottesville, Virginia. 

The leases for the Cambridge facilities expire in April 2002 and June 2002. The leases for the Charlottesville facilities were extended

to August 2002 and January 2003. The Charlottesville lease has a renewal option with an escalation clause. The Company also leases

approximately 4,000 square feet of office space in the United Kingdom under an operating lease which permits the Company to renew

after each five-year period; however, should the Company elect not to renew, there is a termination fee equal to one year’s rent, which

has been included in the following commitment schedule in 2006. The Company also maintains 10,000 square feet of laboratory

and office space in Belgium, which expires in December 2004.

Minimum future lease payments under the Company’s non-cancelable operating leases as of December 31, 2001 are as follows:

2002 $ 4,541,000

2003 3,959,000

2004 3,827,000

2005 3,710,000

2006 and thereafter 30,670,000

Rent expense for the years ended December 31, 2001, 2000 and 1999 was approximately $1,885,000, $1,634,000 and

$1,498,000, respectively.
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( 10 ) ➛ Litigation

The Company’s first phage display patent in Europe was opposed by two parties in late 1997. The oppositions primarily relate to

whether the written description of the inventions in the Company’s European patent is sufficient under European patent law. A hearing

on these oppositions was held on April 6, 2000 and the patent was revoked. The Company has appealed this decision to the Technical

Board of Appeals. This appeal suspends the Opposition Division’s decision and reinstates the Company’s patent pending the decision

of the Technical Board of Appeals. Although the Company will be able to enforce this patent during the appeal, any infringement

action that the Company files will likely be stayed pending the results of the appeal. Oral proceedings are scheduled before the Technical

Review Board in the appeal on July 2, 2002. The decision of the Technical Board will be final. The Company also has two other

patent applications related to the Company’s phage display technology pending in the European Patent Office. During the continued

prosecution of these applications, the Examining Division will consider the grounds on which the Opposition Division revoked the

Company’s first patent taken together with the Technical Board’s decision on the appeal. The Company cannot assure that it will prevail

in the appeal proceedings or during the prosecution of the two other European patent applications or in any other opposition or 

litigation contesting the validity or scope of our European patents. The Company will not be able to prevent other parties from using

our phage display technology in Europe if we are not successful in the reinstatement of our first European patent or if the European

Patent Office does not grant us another patent that the Company can maintain after any opposition.

The Company is engaged in a United States court proceeding relating to patents owned by a third party. The third party sued the

Company in New York for patent infringement of three United States patents. The Federal District Court in New York dismissed the

complaint for lack of jurisdiction and the decision of the Federal District Court was upheld by the Court of Appeals for the Federal

Circuit. Dr. Piecznik has petitioned the United States Supreme Court for permission to appeal the Federal Circuit’s decision. The

Company intends to oppose the petition. Grant of the petition would not overrule the dismissal of the New York action. Rather it

would merely give Dr. Piecznik the right to appeal the dismissal. On July 12, 2000, the plaintiffs filed the complaint against the

Company in the United States District Court in Massachusetts alleging infringement of the same three patents that were at issue in

the New York case. A claims construction hearing was held on December 12, 2001. The Company is awaiting a decision. After the

court construes the claims asserted against the Company by Dr. Piecznik, the court will determine whether or not the Company’s

activities infringe these claims and if these claims are valid and enforceable. The amount of a loss, if any, is not expected to be material.

( 11 ) ➛ Stockholders’ Equity 

Preferred Stock: All of the shares of Class A Series 5 Preferred Stock were converted to common stock coincident with the

Company’s initial public offering. As of December 31, 2001, there were 1,000,000 shares of $0.01 par value preferred stock 

authorized but undesignated.

Common Stock: On August 18, 2000, the Company completed its initial public offering of 4,600,000 shares of common stock 

at $15.00 per share, including 600,000 shares of common stock issued pursuant to the exercise by the underwriters of their over-

allotment option. The gross proceeds to the Company from the offering, including the shares sold pursuant to the exercise of the

over-allotment option, were $69.0 million. The costs associated with the initial public offering were $6,650,000. Coincident with 

the initial public offering, 14,696,987 shares of preferred stock automatically converted into 11,585,454 shares of common stock.

As of December 31, 2001, there were 50,000,000 shares authorized.
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Stock Options: The Company’s 1995 Equity Incentive Plan (the “Plan”) is an equity plan under which equity awards, including awards of

restricted stock and incentive and nonqualified stock options to purchase shares of common stock to employees and consultants of the

Company may be granted by action of the Compensation Committee of the Board of Directors. Although in certain circumstances grant-

ed below fair market value, options are generally granted at the current fair market value on the date of grant, generally vest ratably

over a 48 month period, and expire within ten years from date of grant. In October 2001, the Board of Directors increased the com-

mon stock options available for grant under the Plan to 5,500,000. At December 31, 2001, there were 4,082,709 shares of common

stock reserved for issuance under the Plan of which 405,079 shares remained available for future grant. Since the Plan’s inception,

1,417,291 shares have been issued under the Plan.

Stock option activity for the 1995 Equity Incentive Plan is summarized as follows: Weighted

Option Average 

Shares Exercise Price

Outstanding at December 31, 1998 1,603,143 1.45

Granted 906,220 2.04

Exercised (53,287) 1.02

Canceled (120,621) 1.48

Outstanding at December 31, 1999 2,335,455 1.69

Granted 970,379 18.27

Exercised (480,505) 1.63

Canceled (62,959) 2.14

Outstanding at December 31, 2000 2,762,370 7.50

Granted 1,572,735 11.17

Exercised (380,132) 1.31

Canceled (277,343) 15.80

Outstanding at December 31, 2001 3,677,630 9.08
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Summarized information about stock options outstanding at December 31, 2001 is as follows:

OP T I O N S OU T S TA N D I N G OP T I O N S EX E R C I SA B L E

Weighted Weighted

Remaining Average Average 

Range Of Number Contractual Exercise Number Exercise 

Exercise Prices Outstanding Life Price Exercisable Price

$0.30 to $1.53 328,959 5.39 $ 1.13 328,429 $ 1.13

$2.00 to $2.50 1,015,787 7.38 $ 2.04 736,916 $ 2.04

$6.00 to $8.94 409,428 8.92 $ 7.06 111,684 $ 6.69

$9.02 to $13.25 1,171,664 9.77 $ 10.80 75,216 $ 12.00

$14.00 to $19.58 455,182 9.05 $ 17.38 114,823 $ 17.45

$21.20 to $27.86 264,506 8.95 $ 23.76 73,154 $ 24.03

$35.00 to $48.69 32,104 8.76 $ 38.26 19,715 $ 37.11

3,677,630 8.47 $ 9.08 1,459,937 $ 5.49

The weighted average fair value of options granted under the Plan during 2001 and 2000, as determined under the Black-Scholes

option pricing model was $9.74 and $15.78, respectively. The weighted average fair value of options granted under the Plan during

1999 as determined under the minimum value method was $0.63. Total options exercisable at December 31, 2001, 2000 and 1999

were 1,459,937, 1,163,895 and 1,008,834, respectively.

SFAS No. 123, “Accounting for Stock-Based Compensation” (“SFAS No. 123”), requires that companies either recognize compensation

expense for grants of stock, stock options and other equity instruments to employees based on fair value, or provide pro forma 

disclosure of net income in the notes to the financial statements. The Company has adopted the disclosure provisions of SFAS No. 123

and applies Accounting Principles Board Opinion No. 25 and related interpretations in accounting for its plan. If compensation costs

for the Company’s employee and director stock-based compensation plan had been determined based on the fair value at the grant

dates as calculated in accordance with SFAS No. 123, the Company’s net loss and net loss per share for the years ended December

31, 2001, 2000 and 1999 would have increased to the pro forma amounts shown below:

Year Ended December 31, 2001 2000 1999

Net loss as reported $ (17,165,000) $ (15,189,000) $ (13,187,000)

Pro forma net loss $ (22,809,000) $ (16,139,000) $ (13,412,000)

Basic and diluted net loss per share as reported $ (.89) $ (1.77) $ (6.81)

Pro forma basic and diluted net loss per shared $ (1.19) $ (1.88) $ (6.92)
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The fair value of each stock option granted is estimated on the grant date using the minimum value method with the following

weighted average assumptions:

Year Ended December 31, 2001 2000 1999

Expected option term 6.0 6.0 6.0

Risk-free interest rate 4.79% 5.30% 6.19%

Expected dividend yield None None None

Volatility factor 118% 75% None

In 2001, 2000 and 1999, the Company recorded $0, $1,494,000 and $4,284,000, respectively, of deferred compensation related 

to stock option grants to employees. The deferred compensation represents differences between the estimated fair value of common

stock on the date of grant and the exercise price. The deferred compensation is being amortized and charged to operations over the

vesting period of the related options. Total employee stock option-related compensation expense for 2001, 2000 and 1999 was

$1,554,000, $2,421,000 and $939,000, respectively.

Restricted Stock: In March 1997, the Company issued 114,100 shares of common stock at a purchase price of $0.77 per share to

an officer under its 1995 Equity Incentive Plan, subject to a stock restriction agreement whereby the Company had the right, but not

the obligation, to repurchase the unvested portion of the shares of common stock at the original purchase price per share in the event

of termination of the officer’s employment with the Company. Shares subject to this agreement vested monthly over a 48-month 

period. At December 31, 2001, there were no unvested shares.

In February 1998, the Company issued 78,240 shares of its common stock at a purchase price of $4.60 per share to an officer under

its 1995 Equity Incentive Plan, subject to a stock restriction agreement whereby the Company had the right, but not the obligation, 

to repurchase the unvested portion of the shares of common stock at the original purchase price per share upon termination of the

officer’s employment with the Company. Shares subject to this agreement vested monthly over a 24-month period, beginning in

February 2000, except that unvested shares vested in full upon the closing of the Company’s initial public offering of common stock

in August 2000. The Company recorded $285,000 of deferred compensation during 1998 in connection with the sale of shares of

common stock to the officer based upon an estimated fair value at the date of issuance of $8.25 per share. The deferred compensation

amount was charged to operations as the restricted stock vested.

During the fourth quarter of 1999, the Company issued 47,500 shares of common stock, under two separate agreements, at a 

purchase price of $2.00 per share, to an officer under its 1995 Equity Incentive Plan, subject to stock restriction agreements whereby

the Company had the right of first refusal with respect to these shares. The first agreement involved 25,000 shares, which vested

immediately. The second agreement involved 22,500 shares, which vested monthly over a 24-month period with certain acceleration

provisions, and were subject to the Company’s right to repurchase the unvested portion of the shares of common stock at the 

original purchase price per share in the event of termination of the officer’s employment with the Company. The Company recorded

$248,000 of deferred compensation during 2000 in connection with the sale of shares of common stock to the officer based upon

an estimated fair value at the date of issuance of $7.22 per share. The deferred compensation amount was charged to operations

over the vesting period and the remaining unvested shares were accelerated upon the closing of the initial public offering of the

Company’s common stock in August 2000.
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Warrants: At December 31, 1999, the Company had outstanding warrants to purchase 27,022 shares of the Company’s common

stock at $3.97 per share, which were exercised in August 2000. There were no outstanding warrants at December 31, 2001 and 2000.

Employee Stock Purchase Plan: The Company’s 1998 Employee Stock Purchase Plan (the “Purchase Plan”), allows employees to

purchase shares of common stock at a discount from fair market value. At the Purchase Plan’s inception there were 97,800 shares of

common stock reserved for issuance under the Purchase Plan. Rights to purchase common stock under the Purchase Plan are granted

at the discretion of the Compensation Committee, which determines the frequency and duration of individual offerings under the

Purchase Plan and the dates when stock may be purchased. Eligible employees participate voluntarily and may withdraw from any

offering before the stock is purchased. The purchase price per share of common stock in an offering is 85% of the lesser of its fair

market value at the beginning of the offering period or on the applicable exercise date and may be paid through payroll deductions.

As of December 31, 2001, 7,025 shares had been issued under the Purchase Plan.

( 12 ) ➛ Employee Savings and Retirement Plan 

The Company has an employee savings and retirement plan (the “Retirement Plan”), qualified under section 401(k) of the Internal

Revenue Code, covering substantially all of the Company’s U.S. employees. Employees may elect to contribute a portion of their pretax

compensation to the Retirement Plan up to the annual maximum allowed under the Retirement Plan. In 2001, the Company began

matching 50% of employee contributions up to 6% of eligible pay. Employees are 100% vested in company matching contributions

immediately. For the years ended December 31, 2001, 2000 and 1999, the Company’s contributions amounted to $326,000, $0

and $0, respectively.

( 13 ) ➛ Other Income, Net

Other income, net consists of the following:

Year Ended December 31, 2001 2000 1999

Interest income $ 2,315,000 $ 2,188,000 $ 937,000

Interest expense (162,000) (197,000) (81,000)

Investment income — — 265,000

$ 2,153,000 $ 1,991,000 $ 1,121,000

( 14 ) ➛ Net Loss Per Share

Net loss per share is computed under SFAS No. 128. Basic net loss per share is computed using the weighted average number of

shares of common stock outstanding. Diluted loss per share does not differ from basic loss per share since potential common shares

from the conversion of preferred stock and exercise of stock options and warrants are antidilutive for all periods presented and

therefore are excluded from the calculation of diluted net loss per share.

The following sets forth the computation of net loss per share:

Year Ended December 31, 2001 2000 1999

Numerator: Net Loss $ (17,165,000) $ (15,189,000) $ (13,187,000)

Denominator: Weighted average common shares, basic and diluted 19,244,809 8,577,912 1,936,907

Net loss per share: Basic and diluted $ (.89) $ (1.77) $ (6.81)
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The following potentially dilutive common shares were excluded because their effect was antidiliutive:

Year Ended December 31, 2001 2000 1999

Convertible preferred stock — — 11,585,454

Stock options 3,677,630 2,762,370 2,335,455

Warrants — — 27,022

Unvested restricted stock — 7,134 133,585

( 15 ) ➛ Income Taxes

For the years ended December 31, 2001, 2000, and 1999, the Company had income tax provisions of $0, $0 and $58,000, respectively.

Temporary differences that give rise to significant deferred tax assets as of December 31, 2001 and 2000 are as follows:

2001 2000

Deferred Tax Asset:

Inventory costs $ 236,000 $ 303,000

Allowance for doubtful accounts 62,000 52,000

Depreciation and amortization 115,000 128,000

Accrued expenses 416,000 182,000

Other 881,000 88,000

Deferred revenue 1,514,000 —

Research credit carryforwards 2,404,000 1,469,000

Net operating loss carryforwards 27,894,000 25,374,000

Valuation allowance (33,522,000) (27,596,000)

Net deferred tax asset $ — $ —

As of December 31, 2001, the Company had federal net operating loss (“NOL”) and research and experimentation credit carryforwards

of approximately $70.6 million and $1.7 million, respectively, which may be available to offset future federal income tax liabilities 

and expire at various dates from 2004 through 2021. The Company has recorded a deferred tax asset of approximately $1.4 million

reflecting the benefit of deductions from the exercise of stock options. This deferred asset has been fully reserved until it is more

likely than not that the benefit from the exercise of stock options will be realized. The benefit from this $1.4 million deferred tax asset

will be recorded as a credit to additional paid-in capital when realized. As required by SFAS No. 109, management of the Company

has evaluated the positive and negative evidence bearing upon the realizability of its deferred tax assets, which are comprised princi-

pally of NOL and research and experimentation credit carryforwards. Management has determined at this time that it is more likely

than not that the Company will not recognize the benefits of federal and state deferred tax assets and, as a result, a valuation allowance

of approximately $33.5 million has been established at December 31, 2001.

Ownership changes, as defined in the Internal Revenue Code, may have limited the amount of NOL carryforwards that can be utilized

annually to offset future taxable income. Subsequent ownership changes could further affect the limitation in future years.

As of December 31, 2001, the Company’s foreign subsidiaries had NOL carryforwards of approximately $2.2 million, which expire

over various periods, for which a full valuation allowance has been provided.
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( 16 ) ➛ Related Party Transactions 

The President, Chief Executive Officer and Chairman of the Board of the Company also serves as an outside director of and consultant

to Genzyme Corporation (“Genzyme”) and as an outside director of Genzyme Transgenics Corporation, a company in which Genzyme

owns approximately 26%. In 1996, the Company entered into a sublease agreement with Genzyme for laboratory and office facilities

in Cambridge, Massachusetts, which was extended to April 2002. Rent expense of $682,000, $615,000 and $615,000 was recorded in

each year ended December 31, 2001, 2000 and 1999, respectively. During 1996, the Company signed two patent license agreements

with Genzyme under the Company’s standard license terms. The Company recorded license revenues of $50,000, for each year ended

December 31, 2001, 2000 and 1999, in connection with the maintenance fees on these two agreements. As of December 31, 2001

and 2000, the related accounts receivable balance was $50,000 and $0, respectively.

In October 1998, the Company and Genzyme also entered into a joint development and commercialization agreement for one of 

the Company’s proprietary therapeutic compounds for the treatment of chronic inflammatory diseases, with initial development to 

be focused on the treatment of hereditary angioedema. Under the agreement, the Company funded the first $6.0 million dollars 

of development costs. The parties have agreed to establish a limited liability company, in which the Company will own 50% and

Genzyme will own 50%, and fund equally all development and commercialization costs subsequent to the first $6.0 million. Genzyme

has extended to the Company a $3.0 million line of credit, which accrues interest on any outstanding balance at the Prime Rate 

plus 1.0%. The Company may use the line of credit to fund a portion of such development costs or for any of the Company’s other

research and development programs. At December 31, 2001, the Company had not utilized any of the available line of credit. In 

addition, the Company will be entitled to receive significant milestone payments and up to 50% of the profits from sales of products

developed under this collaboration. In addition, in 1998 Genzyme purchased $3.0 million of the Company’s Class A Series 5 Preferred

Stock at $5.45 per share, which was subsequently converted into 550,458 common shares of the Company, as a result of initial 

public offering in August 2000. Accordingly, at December 31, 2001, Genzyme owns approximately 2.8% of the Company’s common

stock outstanding.

See also Note 6, Notes Receivable, Employees.

( 17 ) ➛ Business Segments 

The Company discloses business segments under SFAS No. 131. Segment data does not include allocation of corporate administrative

costs to each of its operating segments. The Company evaluates the performance of its segments and allocates resources to them

based on losses before corporate administrative costs, interest and taxes.

The Company has two reportable segments: Separations and Therapeutics/Diagnostics. The Separations segment develops, manufactures

and sells chromatography separations systems and products through the Company’s Biotage subsidiary. The Therapeutics/Diagnostics

segment develops therapeutic and diagnostic products using the Company’s proprietary phage display technology, licenses this propri-

etary technology to third parties and licenses affinity ligands developed using the Company’s phage display technology to third parties.

The Company’s reportable segments are strategic business units that offer different products and services. They are managed separately

because each business requires different technologies and marketing strategies.



The following table presents certain segment financial information and the reconciliation of segment financial information to consoli-

dated totals as of:

Therapeutics/

Year Ended December 31, 2001 Separations Diagnostics Total

Revenue from external customers $ 18,803,000 $ 14,237,000 $ 33,040,000

Segment loss from operations $ (2,574,000) $ (9,460,000) $ (12,034,000)

Depreciation and amortization $ (716,000) $ (1,573,000) $ (2,289,000)

Segment assets $ 16,767,000 $ 6,662,000 $ 23,429,000

Therapeutics/

Year Ended December 31, 2000 Separations Diagnostics Total

Revenue from external customers $ 15,782,000 $ 9,434,000 $ 25,216,000

Segment loss from operations $ (3,192,000) $ (7,011,000) $ (10,203,000)

Depreciation and amortization $ (465,000) $ (1,293,000) $ (1,758,000)

Segment assets $ 9,221,000 $ 3,020,000 $ 12,241,000

Therapeutics/

Year Ended December 31, 1999 Separations Diagnostics Total

Revenue from external customers $ 12,596,000 $ 4,237,000 $ 16,833,000

Segment loss from operations $ (2,790,000) $ (7,894,000) $ (10,684,000)

Depreciation and amortization $ (717,000) $ (316,000) $ (1,033,000)

Segment assets $ 7,010,000 $ 2,257,000 $ 9,267,000

Year Ended December 31, 2001 2000 1999

Reconciliations: 

Loss from operations:

Loss from operations from reportable segments $ (12,034,000) $ (10,203,000) $ (10,684,000)

Unallocated amounts:

Corporate expenses (7,284,000) (6,977,000) (3,624,000)

Other income, net 2,153,000 1,991,000 1,121,000

Consolidated net loss $ (17,165,000) $ (15,189,000) $ (13,187,000)

Year Ended December 31, 2001 2000 1999

Depreciation and amortization:

Depreciation and amortization for reportable segments $ (2,289,000) $ (1,758,000) $ (1,033,000)

Unallocated amounts:

Corporate depreciation and amortization (201,000) (120,000) (70,000)

Consolidated depreciation and amortization $ (2,490,000) $ (1,878,000) $ (1,103,000)

Year Ended December 31, 2001 2000 1999

Assets:

Segment assets $ 23,429,000 $ 12,241,000 $ 9,267,000

Unallocated amounts:

Corporate assets 58,012,000 79,164,000 20,341,000

Consolidated assets $ 81,441,000 $ 91,405,000 $ 29,608,000
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The following table presents certain segment financial information and the reconciliation of segment financial information to consoli-

dated totals as of:

Therapeutics/

Year Ended December 31, 2001 Separations Diagnostics Total

Revenue from external customers $ 18,803,000 $ 14,237,000 $ 33,040,000

Segment loss from operations $ (2,574,000) $ (9,460,000) $ (12,034,000)

Depreciation and amortization $ (716,000) $ (1,573,000) $ (2,289,000)

Segment assets $ 16,767,000 $ 6,662,000 $ 23,429,000

Therapeutics/

Year Ended December 31, 2000 Separations Diagnostics Total

Revenue from external customers $ 15,782,000 $ 9,434,000 $ 25,216,000

Segment loss from operations $ (3,192,000) $ (7,011,000) $ (10,203,000)

Depreciation and amortization $ (465,000) $ (1,293,000) $ (1,758,000)

Segment assets $ 9,221,000 $ 3,020,000 $ 12,241,000

Therapeutics/

Year Ended December 31, 1999 Separations Diagnostics Total

Revenue from external customers $ 12,596,000 $ 4,237,000 $ 16,833,000

Segment loss from operations $ (2,790,000) $ (7,894,000) $ (10,684,000)

Depreciation and amortization $ (717,000) $ (316,000) $ (1,033,000)

Segment assets $ 7,010,000 $ 2,257,000 $ 9,267,000

Year Ended December 31, 2001 2000 1999

Reconciliations: 

Loss from operations:

Loss from operations from reportable segments $ (12,034,000) $ (10,203,000) $ (10,684,000)

Unallocated amounts:

Corporate expenses (7,284,000) (6,977,000) (3,624,000)

Other income, net 2,153,000 1,991,000 1,121,000

Consolidated net loss $ (17,165,000) $ (15,189,000) $ (13,187,000)

Year Ended December 31, 2001 2000 1999

Depreciation and amortization:

Depreciation and amortization for reportable segments $ (2,289,000) $ (1,758,000) $ (1,033,000)

Unallocated amounts:

Corporate depreciation and amortization (201,000) (120,000) (70,000)

Consolidated depreciation and amortization $ (2,490,000) $ (1,878,000) $ (1,103,000)

Year Ended December 31, 2001 2000 1999

Assets:

Segment assets $ 23,429,000 $ 12,241,000 $ 9,267,000

Unallocated amounts:

Corporate assets 58,012,000 79,164,000 20,341,000

Consolidated assets $ 81,441,000 $ 91,405,000 $ 29,608,000



The Company operates in the geographic segments of the United States (“U.S.”), Europe and Asia as indicated in the table below.

During 2001, the Company began operations in Asia.

2001 (In 000’S) U.S. Europe Asia Elimination Total

Revenues $ 31,256 $ 8,160 $ 1,003 $ (7,379) $ 33,040

Net loss (14,201) 103 (406) (2,661) (17,165)

Long-lived assets 12,072 1,015 116 — 13,203

Total assets 85,440 3,170 705 (7,874) 81,441

2000 (In 000’S) U.S. Europe Asia Elimination Total

Revenues $ 24,837 $ 3,872 $ — $ (3,493) $ 25,216

Net loss (13,093) (979) — (1,117) (15,189)

Long-lived assets 4,451 750 — — 5,201

Total assets 92,674 2,611 — (3,880) 91,405

1999 (In 000’S) U.S. Europe Asia Elimination Total

Revenues $ 15,372 $ 4,274 $ — $ (2,813) $ 16,833

Net loss (12,940) (342) — 95 (13,187)

Long-lived assets 4,263 436 — — 4,699

Total assets 29,064 2,380 — (1,836) 29,608

( 18 ) ➛ Comprehensive Income (Loss) 

Accumulated other comprehensive income (loss) is calculated as follows:

Year Ended December 31, 2001 2000 1999

Accumulated other comprehensive income (loss):

Foreign currency translation adjustment:

Balance at beginning of period $ (27,000) $ (108,000) $ (123,000)

Change during period 121,000 81,000 15,000

Balance at end of period $ 94,000 $ (27,000) $ (108,000)

( 19 ) ➛ Collaborative and License Agreements 

In March 2000, the Company entered into a collaboration and license agreement with Human Genome Sciences, Inc. (“HGSI”). Under this

agreement the Company and HGSI will use the Company’s phage display technology to identify and optimize product leads that bind to

therapeutic targets selected by HGSI, and also to develop new technologies for purifying targets. The Company granted HGSI a non-exclu-

sive license to our phage display technology and compound libraries to create leads that may be used as peptide drugs, human mono-

clonal antibody drugs and in vitro diagnostic products. With the exception of selected in vitro imaging rights, HGSI will retain the rights to

all products that result from this collaboration. In exchange, HGSI was originally obligated to pay the Company a minimum of $16.0 mil-

lion in committed license fees and research funding during the first three years of the five-year agreement, $6.0 million of which was

paid to the Company in March 2000. The Company would also be entitled to receive milestone payments on therapeutic products and

royalties on all products developed by HGSI under the agreement and would share HGSI’s revenues on any of those products it out-licenses.

The $6.0 million cash payment was originally being recognized as revenue over the five-year collaboration term of the agreement. The

excess cash received over the revenue recognized is recorded as deferred revenue in the accompanying balance sheet. 

NO T E S T O CO N S O L I DAT E D F I N A N C I A L STAT E M E N T S (C O N T I N U E D)
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NO T E S T O CO N S O L I DAT E D F I N A N C I A L STAT E M E N T S (C O N T I N U E D)

In October 2001, the Company’s collaboration and license agreement with HGSI was modified effective as of July 1, 2001. Under the

modified agreement, which provides the Company non-exclusive research access to up to 20 HGSI targets, the Company will fund its

own research in connection with such targets through June 2003 using one-half of the research resources previously allocated to HGSI.

This modification reduces the overall funding commitment of HGSI by approximately $4.0 million to $12.0 million. The Company has

options to obtain exclusive licenses to develop therapeutic product candidates for up to three of the targets for which it funds the

research, subject to achieving specified research goals, and HGSI has options to assume development and commercialization of the prod-

uct candidates upon completion of the first Phase IIa clinical trials. The modified agreement also adds technical milestones that may be

payable to the Company in connection with the portion of the research that continues to be funded by HGSI until March 2003. The

upfront license fees received in March 2000 will be recognized as revenue over the term of the modified agreement. The Company will

receive milestones and royalties on all products developed by HGSI under the collaboration and will share HGSI’s revenues on any of

those products that it outlicenses and HGSI will receive milestones and royalties on any therapeutic product developed by the Company.

The agreement will terminate upon the expiration of the last to expire of the parties’ royalty obligations under the agreement. The parties’

royalty obligations will expire on a country by country basis on the later of ten years after the first country wide launch of a product or

the expiration of the last to expire of the applicable product patents. Either party may terminate this agreement upon the failure to pay

amounts due for thirty days upon any material breach if not cured within sixty days. For the years ended December 31, 2001 and 2000,

the Company recognized $3.5 million and $3.1 million, respectively, under the collaboration and license agreement.

( 20 ) ➛ Quarterly Operating Results 

The following is a summary of unaudited quarterly results of operations for the two years ended December 31, 2001 and 2000:

Year Ended December 31, 2001 First Second Third Fourth

(In Thousands, Except Per Share) Quarter Quarter Quarter Quarter

Total revenues $ 7,068 $ 8,209 $ 9,046 $ 8,717

Loss from operations (4,292) (4,398) (4,497) (6,131)

Net loss (3,426) (3,789) (4,017) (5,933)

Basic and diluted net loss per share (0.18) (0.20) (0.21) (0.31)

Year Ended December 31, 2000 First Second Third Fourth

(In Thousands, Except Per Share) Quarter Quarter Quarter Quarter

Total revenues $ 4,807 $ 5,457 $ 6,296 $ 8,656

Loss from operations (4,649) (4,394) (3,086) (5,051)

Net loss (4,491) (4,233) (2,494) (3,971)

Basic and diluted net loss per share (1.97) (1.77) (0.24) (0.21)



RE P O RT OF IN D E P E N D E N T AC C O U N TA N T S

To the Board of Directors and Stockholders of Dyax Corp.: 

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of operations and compre-

hensive loss, changes in stockholders’ equity and cash flows present fairly, in all material respects, the financial position of Dyax

Corp. and its subsidiaries at December 31, 2001 and 2000, and the results of their operations and their cash flows for each of the

three years in the period ended December 31, 2001, in conformity with accounting principles generally accepted in the United

States of America. These financial statements are the responsibility of the Company’s management; our responsibility is to express

an opinion on these financial statements based on our audits. We conducted our audits of these statements in accordance with

auditing standards generally accepted in the United States of America, which require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test

basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and 

significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our audits 

provide a reasonable basis for our opinion.

Boston, Massachusetts 

February 11, 2002
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Safe Harbor
This annual report contains forward-looking statements, including statements

regarding Dyax’s operations, research and development programs, clinical 

trials and collaborations. Statements that are not historical facts are based on

management’s current expectations, beliefs, assumptions, estimates, fore-

casts and projections for Dyax and the industry and markets in which Dyax

competes. Such statements are not guarantees of future performance and

involve certain risks, uncertainties and assumptions which are difficult to pre-

dict. Therefore, actual outcomes and results may differ materially from what

is expressed in such forward-looking statements.  Important factors which

may affect future operation, research and development programs, clinical 

trials and collaborations include Dyax’s dependence on the expertise, effort,

priorities and contractual obligations of its collaborators in the development,

clinical trials, manufacture, marketing, sales and distribution of its biopharma-

ceuticals; the risk that biopharmaceuticals developed by Dyax or its collabora-

tors may not show therapeutic effect or an acceptable safety profile in clinical

trials or could take a significantly longer time to gain regulatory approval 

than expected or may never gain approval; the risk that Dyax’s products may

not gain market acceptance; Dyax’s ability to obtain and maintain intellectual

property protection for its products and technologies; the development of

technologies or products superior to its technologies or products; and other

risk factors described or referred to in the most recent Form 10-K and other

periodic reports of Dyax filed with the Securities and Exchange Commission.

Dyax cautions investors not to place undue reliance on the forward-looking

statements contained in this Annual Report. These statements speak only as

of the date of this Annual Report, and Dyax undertakes no obligation to

update or revise these statements, except as may be required by law. 

Dyax and the Dyax logo are registered trademarks of Dyax Corp. BLyS™ is a

trademark of Human Genome Sciences, Inc.

Stock Listing
Common stock has been traded on The Nasdaq Stock Market under

the symbol DYAX since our initial public offering on August 14, 2000.

The following table gives the quarterly high and low sales prices 

of our common stock for 2001 and for the third and fourth 

quarters of 2000.

2000 High Low

Third Quarter (beginning August 15, 2000) $45.31 $18.50

Fourth Quarter $54.12 $16.50

2001

First Quarter $20.94 $6.56

Second Quarter $19.99 $6.81

Third Quarter $21.24 $6.05

Fourth Quarter $11.99 $6.59
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