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Introductory Note

In 1996 and 1997, the Company accounted for two stock options granted to the
Company's former chief executive officer on a fixed plan basis. During the
second quarter of 2002, the Company and its auditors determined that it was
more appropriate to have accounted for these options on a variable plan basis
in 1996 and 1997 in light of a cashless exercise provision contained in these
options. As a result of required non cash adjustments to reflect this change in
accounting treatment, the Company's net loss for the year ended December 31,
1996 was understated and the Company's net loss for the year ended December 31,
1997 was overstated. As reflected below, these changes have no cash impact to
the Company and have no impact on Total Shareholders' Equity.

A summary of the cumulative impact of the restatement on the Company's

financial statements as of December 31, 2001 and December 31, 2000 is as
follows:

As previously

reported As restated
December 31, 2001
Accumulated deficit....... $(82,053,635) $(91,758,375)
Additional paid in capital 146,509,995 156,214,735
Total shareholders' equity 66,731,938 66,731,938

As previously
reported As restated

December 31, 2000

Accumulated deficit....... $(71,963,333) $(81,668,073)
Additional paid in capital 143,018,548 152,723,288
Total shareholders' equity 72,687,452 72,687,452
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This Annual Report on Form 10-K/A amends the financial information set forth
and 8 of the Company's Annual Report on Form
10-K previously filed for the fiscal year ended December 31, 2001.

above contained in Items 6,

This Annual Report on Form 10-K/A only reflects the effects of the
restatement and does not otherwise reflect events occurring after the filing of
the original Annual Report on Form 10-K or otherwise modify or update those

disclosures.

ITEM 6.

Selected Consolidated Financial Data

Only those numbers with an asterisk (*) have changed.

Revenues:

BioPharmaceutical........
GenomeVision (TM) Services....

Total revenues.........
Net 10SS..iieeiiiiinnnnnn.
Net loss per common share
Weighted average common shares

outstanding.............

Cash and cash equivalents,

$ 11,132,294
3,300,881
14,433,175
(12,274,795)

(0.69)*

17,771,824

For the Year Ended December 31,

$ 18,135,038
3,913,376
22,048,414
(12,967,676
(0.71

18,289,644

$18,162,056

24,827,585 25,
) (3,940,075) (5,

) (0.21)

18,627,045 21,

As of December 31,

$11,
6,665,529 13,

2000 2001
851,091 $ 18,438,28
594,143 17,302, 23
445,234 35,740, 52
846,839) (10,090, 30
(0.27) (0.4
376,685 22,572,42

restricted

cash, warrant and long and short-

term investments........
Working capital...........
Total assets..............
Shareholders' equity......

ITEM 7.
Results of Operations

Introductory Note:

$44,492,
31,298,
61,230,
40,089,

461 $30,816,859 $26,778,026 $73,009,887 $67,341,249

804 19,749,
003 48,920,
689 27,557,

restatement is accumulated deficit as of December 31, 2001

$82.1 million to $91.8 million.

Overview

608 19,447,189
973 45,443,236
237 28,846,957

Management's Discussion and Analysis of Financial Condition and

The only number in MD&A that has changed due to the

, which went from

51,601,069
90,251,004
72,687,452

44,156,478
82,739,598
66,731,938

We are a biopharmaceutical company focused on the discovery and development

of pharmaceutical and diagnostic products.
Our lead product candidate, Ramoplan

development programs.

We have eight established product
in, is in Phase III

clinical trials for the prevention of bloodstream infections caused by
vancomycin-resistant enterococci (VRE). We have six alliances with
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pharmaceutical companies including Schering-Plough, AstraZeneca, Wyeth-Ayerst
and bioMerieux, and a joint venture with ArQule. In addition to these eight
projects, we have a portfolio of earlier stage internal drug discovery
programs. We also maintain an active service business, GenomeVision/TM/
Services, providing drug discovery services to pharmaceutical and biotechnology
companies and to the National Human Genome Research Institute.

We receive payments under our bioPharmaceutical business from our product
discovery alliances based on license fees, contract research and milestone
payments during the term of the alliance. We also receive payments under our
GenomeVision Services business from selling, as a contract service business,
high quality genomic sequencing information to our customers, including
pharmaceutical companies, biotechnology companies, governmental agencies, and
academic institutions. In addition, under our GenomeVision Services business,
subscribers to our PathoGenome/TM/ Database pay access fees for the information
they obtain. We anticipate that our alliances will result in the discovery and
commercialization of novel pharmaceutical, vaccine and diagnostic products. In
order for a product to be commercialized based on our research, it will be
necessary for our product discovery partner to conduct preclinical tests and
clinical trials, obtain regulatory clearances, manufacture, sell, and
distribute the product. Accordingly, we do not expect to receive royalties
based upon product revenues for many years, if at all.

2

Our primary sources of revenue are from alliance agreements with
pharmaceutical company partners, subscription agreements to our PathoGenome
Database and government research grants and contracts. Currently, we have six
product discovery alliances and one joint venture, of which we currently
receive contract research funding from three of these alliances. In August
1995, we entered into an alliance with AstraZeneca to develop pharmaceutical,
vaccine and diagnostic products effective against gastrointestinal infections
or any other disease caused by H. pylori. In August 1999, the contract research
under the alliance concluded and the program transitioned into AstraZeneca's
pipeline. We are entitled to receive additional milestone payments and
royalties based upon the development by AstraZeneca of any products from the
research alliance. In December 1995, we entered into an alliance with
Schering-Plough. Under this alliance, Schering-Plough can use our Staph. aureus
genomic database to identify new gene targets for the development of novel
antibiotics. As of December 31, 2001, we had substantively completed our
research obligations under this alliance and had turned over validated drug
targets and assays to Schering-Plough for high-throughput screening. In
December 1996, we entered into our second research alliance with
Schering-Plough to identify genes and associated proteins that Schering-Plough
can utilize to develop new pharmaceuticals for treating asthma. In September
1997, we established our third research alliance with Schering-Plough for the
development of new pharmaceutical products to treat fungal infections. As of
December 31, 2001, we had substantively completed our research obligations
under this alliance and had turned over validated drug targets and assays to
Schering-Plough for high-throughput screening. In September 1999, we entered
into a strategic alliance with bioMerieux to develop, manufacture and sell in
vitro pathogen diagnostic products for human clinical and industrial
applications. As part of the strategic alliance, bioMerieux has purchased a
subscription to our PathoGenome Database and has made an equity investment. In
December 1999, we entered into a strategic alliance with Wyeth-Ayerst to
develop drugs based on our genetic research to treat osteoporosis. In September
2000, we entered into a joint venture with ArQule, Inc. to identify novel
anti-infective drug compounds.

In May 1997, we introduced our PathoGenome Database and sold our first
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subscription. Since that date, we have continued to contract with subscribers
on a non-exclusive basis, and, as of December 31, 2001, we had seven
subscribers. Under our agreements, the subscribers receive non-exclusive access
to information relating to microbial organisms in our PathoGenome Database.
Subscriptions to the database generate revenue over the term of the
subscription with the potential for royalty payments to us from future product
sales. We do expect to see a revenue decline in subscription fees over the next
two years as subscribers substantially complete data mining of PathoGenome.

Since 1989, the United States government has awarded us a number of research
grants and contracts related to government genomics programs. The scope of the
research covered by grants and contracts encompasses technology development,
sequencing production, technology automation, and disease gene identification.
These programs strengthen our genomics technology base and enhance the
expertise of our scientific personnel. In July 1999, we were named as one of
the nationally funded DNA sequencing centers of the international Human Genome
Project. We are entitled to receive funding from the National Human Genome
Research Institute (NHGRI) of up to $17.4 million through February 2003, of
which all funds have been appropriated and $12.0 million had been received
through December 31, 2001. In October 1999, the NHGRI named us as a pilot
center to the Mouse Genome Sequencing Network. We are entitled to receive $13.4
million in funding over forty-one months with respect to this agreement, of
which all funds have been appropriated and $10.4 million had been received
through December 31, 2001. In August 2000, we were named one of two primary
centers for the Rat Sequencing Program from NHGRI. As part of the agreement, we
will use remaining funding under the mouse award, as well as a portion of the
remaining funding under the human award, to participate in this rat genome
initiative.

In October 2001, we acquired an exclusive license in the United States and
Canada for a novel antibiotic, Ramoplanin, from Biosearch Italia S.p.A
(Biosearch). We will assume responsibility for the product development in the
United States of Ramoplanin, currently in Phase III clinical trials. The
agreement provides us with exclusive rights to develop and market oral
Ramoplanin in the U.S. and Canada. Biosearch will retain all other rights to
market and sell Ramoplanin. In addition, we are obligated to purchase bulk
material from Biosearch and fund the completion of clinical trials, purchase
bulk material, and pay a royalty on product sales. The combined total of bulk
product purchases and royalties is expected to be approximately 26% of our net
product sales.

We have incurred significant operating losses since our inception. As of
December 31, 2001, we had an accumulated deficit of approximately $91.8
million. Our losses are primarily from costs associated with prior operating
businesses and research and development expenses. These costs have often
exceeded our revenues generated by our alliances, subscription agreements and
government grants. Our results of operations have fluctuated from period to
period and may continue to fluctuate in the future based upon the timing,
amount and type of funding. We expect to incur additional operating losses in
the future.

We are subject to risks common to companies in our industry including
unproven technology and business strategy, reliance upon collaborative partners
and others, uncertainty of regulatory approval, uncertainty of pharmaceutical
pricing, rapid technological change, history of operating losses, need for
future capital, competition, patent and proprietary rights, dependence on key
personnel, healthcare reform and related matters, availability of, and
competition for, unique family resources, and volatility of our stock.
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New Accounting Pronouncements

In June 2001, the Financial Accounting Standards Board (FASB) issued SFAS
No. 141, Business Combinations, SFAS No. 142, Goodwill and Other Intangible
Assets and SFAS No. 143, Accounting for Asset Retirement Obligations. SFAS No.
141 requires that all business combinations initiated after June 30, 2001 be
accounted for using the purchase method of accounting. SFAS No. 142 addresses
how intangible assets that are acquired should be accounted for in financial
statements upon their acquisition and also how goodwill and other intangible
assets should be accounted for after they have been initially recognized in the
financial statements. Beginning on January 1, 2002, with the adoption of SFAS
No. 142, goodwill and certain purchased intangibles existing on June 30, 2001,
will no longer be subject to amortization over their estimated useful life.
Rather, the goodwill and certain purchased intangibles will be subject to an
assessment for impairment based on fair value. The provisions of SFAS No. 142
are required to be applied starting with fiscal years beginning after
December 15, 2001. SFAS No. 143 establishes accounting standards for the
recognition and measurement of legal obligations associated with the retirement
of tangible long-lived assets and requires recognition of a liability for an
asset retirement obligation in the period in which it is occurred. SFAS No. 143
is effective for fiscal years beginning after June 15, 2002. The adotption of
SFAS No. 142 did not have a material impact on the Company's financial position
or results of operations. The adoption of SFAS No. 143 is not expected to have
a material impact on the Company's financial position or results of operations.

In August 2001, the FASB issued SFAS No. 144, Accounting for the Impairment
or Disposal of Long-Lived Assets. This Statement supercedes FASB Statement No.
121, Accounting for the Impairment of Long-Lived Assets and for Long-Lived
Assets to Be Disposed Of, and the accounting and reporting provisions of
Accounting Principles Board (APB) Opinion No. 30, Reporting the Results of
Operations——Reporting the Effects of Disposal of a Segment of a Business, and
Extraordinary, Unusual and Infrequently Occurring Events and Transactions.
Under this Statement, it is required that one accounting model be used for
long-lived assets to be disposed of by sale, whether previously held and used
or newly acquired, and it broadens the presentation of discontinued operations
to include more disposal transactions. The provisions of this Statement are
effective for financial statements issued for fiscal years beginning after
December 15, 2001, and interim periods within those fiscal years, with early
adoption permitted. The Company does not expect the adoption of this Statement
to have a material impact on its financial position or results of operations.

Critical Accounting Policies

In December 2001, the SEC requested that reporting companies discuss their
most "critical accounting policies" in management's discussion and analysis of
financial condition and results of operations. The SEC indicated that a
"critical accounting policy" is one that is important to the portrayal of a
company's financial condition and operating results and requires management's
most difficult, subjective or complex judgments, often as a result of the need
to make estimates about the effect of matters that are inherently uncertain.

We have identified the policies below as critical to our business operations
and the understanding of our results of operations. The impact and any
associated risks related to these policies on our business operations is
discussed throughout Management's Discussion and Analysis of Financial
Condition and Results of Operations where such policies affect our reported and
expected financial results. For a detailed discussion on the application of
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this and other accounting policies, see Note 1 in the Notes to the Consolidated
Financial Statements of this Annual Report on Form 10-K. The Company's
preparation of this Annual Report on Form 10-K requires it to make estimates
and assumptions that affect the reported amount of assets and liabilities,
disclosure of contingent assets and liabilities at the date of its financial
statements, and assurance that actual results will not differ from those
estimates.

Revenue Recognition

BioPharmaceutical revenues consist of license fees, contract research and
milestone payments from alliances with pharmaceutical companies. GenomeVision
Services are revenues from government grants, fees received from custom gene
sequencing and analysis services and subscription fees from the PathoGenome
Database. Revenues from contract research, government grants, the PathoGenome
Database subscription fees, and custom gene sequencing and analysis services
are recognized over the respective contract periods as the services are
provided. License fees and milestone payments are recognized as earned in
accordance with Staff Accounting Bulletin (SAB) No. 101, Revenue Recognition.
Milestone payments will be recognized upon achievements of the milestone as
long as the milestone is deemed to be substantive and we have no other
performance obligations related to the milestone. Unbilled costs and fees
represent revenue recognized prior to billing. Deferred revenue represents
amounts received prior to revenue recognition.

Clinical Trial Estimates

Our clinical development trials related to Ramoplanin are primarily
performed by outside parties. It is not unusual at the end of each accounting
period to estimate both the total cost of the trials and the percent completed
as of that accounting date. We then need to adjust our estimates when final
invoices are received. To date, these adjustments have not been material to our
financial statements, and we believe that the estimates that we made as of
December 31, 2001 are reflective of the actual expenses incurred as of that
date. However, readers should be cautioned that the possibility exists that the
timing or cost of certain trials might be longer or shorter and cost more or
less than we have estimated and that the associated financial adjustments would
be reflected in future periods.

Results of Operations
Years Ended December 31, 2000 and 2001
Revenues

Total revenues increased 40% from $25,445,000 in 2000 to $35,741,000 in
2001. BioPharmaceutical revenue increased 56% from $11,851,000 in 2000 to
$18,438,000 in 2001 primarily due to increased milestone payments under our
product discovery alliances with Wyeth-Ayerst and Schering-Plough.

Revenue from GenomeVision Services increased 27% from $13,594,000 in 2000 to
$17,302,000 in 2001 due to increased revenue recognized under our commercial
sequencing business of approximately $935,000, as well as increased revenue
recognized under our government grants with the National Human Genome Research
Institute to participate in the Human Genome and Mouse (Rat) Genome sequencing
projects of approximately $3,175,000.

Costs and Expenses
Total costs and expenses increased 45% from $33,780,000 in 2000 to

$48,978,000 in 2001. Cost of services increased 39% from $11,715,000 in 2000 to
$16,153,000 in 2001 primarily due to increased costs and expenses associated
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with the increase in GenomeVision Services revenue, as mentioned above. The
increase consisted primarily of higher labor and material costs.
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Research and development expenses include internal research and development,
research funded pursuant to arrangements with our strategic alliance partners,
as well as clinical development costs and expenses. Research and development
expenses increased 58% from $15,191,000 in 2000 to $24,058,000 to 2001. This
planned increase was primarily due to the acquisition and clinical development
of Ramoplanin of approximately $5,549,000, as well as increased investment in
our internal drug discovery programs, specifically in the area of
anti-infectives and chronic human diseases of $4,138,000.

Selling, general and administrative expenses increased 28% from $6,875,000
in 2000 to $8,767,000 in 2001 reflecting an expansion in the areas of corporate
development, sales and marketing and clinical development administrative
expenses. The increase consisted of an increase in payroll and related
expenses, as well as recruiting and consulting expenses.

Interest Income and Expense

Interest income increased 15% from $3,331,000 in 2000 to $3,839,000 in 2001
reflecting an increase in funds available for investment as a result of (i)
proceeds received from the sale of common stock through a public offering in
2000 and 2001, (ii) proceeds received from the exercise of stock options, and
(iii) proceeds received from our employee stock purchase plan.

Interest expense decreased 18% from $843,000 in 2000 to $692,000 in 2001.
The decrease was due to a decrease in our outstanding balances under long-term
obligations from approximately $7.8 million at December 31, 2000 to $5.6
million at December 31, 2001.

Years Ended December 31, 1999 and 2000
Revenues

Total revenues increased slightly by 2% from $24,828,000 in 1999 to
$25,445,000 in 2000. BioPharmaceutical revenue decreased 35% from $18,162,000
in 1999 to $11,851,000 in 2000 primarily due to decreased contract research
revenue and milestone payments under our product discovery alliances.

Revenue from GenomeVision Services increased 104% from $6,665,000 in 1999 to
$13,594,000 in 2000 primarily due to increased revenue recognized under our
commercial sequencing business of approximately $691,000, as well as increased
revenue recognized under our government grants with the National Human Genome
Research Institute to participate in the Human Genome and Mouse (Rat) Genome
sequencing projects of approximately $6,779,000.

Costs and Expenses

Total costs and expenses increased 15% from $29,389,000 in 1999 to
$33,780,000 in 2000. Cost of services increased 157% from $4,560,000 in 1999 to
$11,715,000 in 2000 primarily due to increased costs and expenses associated
with the increase in GenomeVision Services revenue, as mentioned above. The
increase consisted primarily of higher labor and material costs.

Research and development expenses include internal research and development,
research funded pursuant to arrangements with our strategic alliance partners,
as well as clinical development costs and expenses. Research and development
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expenses decreased 25% from $20,376,000 in 1999 to $15,191,000 to 2000. This
reduction in research and development expenses was primarily attributable to a
decline in our internal drug discovery programs and research funded under our
product discovery alliances during 2000.

Selling, general and administrative expenses increased 54% from $4,453,000
in 1999 to $6,875,000 in 2000 primarily due to increases in payroll and related
expenses, non-cash charges related to the issuance of stock options and
restricted stock awards, as well as increased shareholder communication
expenses caused by an expanded shareholder base.

Interest Income and Expense

Interest income increased 124% from $1,488,000 in 1999 to $3,331,000 in 2000
reflecting primarily an increase in funds available for investment as a result
of (i) proceeds received from the sale of common stock through a public
offering in 2000, (ii) proceeds received from the exercise of stock options,
and (iii) proceeds received from our employee stock purchase plan.

Interest expense decreased 3% from $867,000 in 1999 to $843,000 in 2000. The
decrease was due to a decrease in our outstanding balances under long-term
obligations from approximately $8.9 million at December 31, 1999 to $7.8
million at December 31, 2000.

Liquidity and Capital Resources

Our primary sources of cash have been payments received from product
discovery alliances, subscription fees, government grants, borrowings under
equipment lending facilities and capital leases and proceeds from sale of
equity securities.

As of December 31, 2001, we had cash, cash equivalents, restricted cash and
short-term and long-term investments of approximately $67,341,000. In 2001, we
sold 127,500 shares of common stock in a series of transactions through the
Nasdag National Market, resulting in proceeds received of approximately
$1,706,000, net of issuance costs. In 2001, we also issued 352,950 shares of
common stock related to the exercise of stock options and our employee stock
purchase plan, resulting in proceeds received of approximately $1,204,000. In
2000, we sold 1,500,000 shares of common stock in a series of transactions
through the Nasdag National Market, resulting in proceeds received of
approximately $44,723,000, net of issuance costs. In 2000, we issued 1,288,943
shares of common stock related to the exercise of stock options and our
employee stock purchase plan, resulting in proceeds received of approximately
$3,528,000.

In 1999, we also sold 678,610 shares of common stock to bioMerieux, a
product discovery partner, resulting in proceeds received of approximately
$3,732,000, net of issuance costs. In 1999, we also issued 472,459 shares of
common stock related to the exercise of stock options, resulting in proceeds
received of approximately $1,235,000.

We received payments of approximately $18,087,000, $17,399,000 and
$22,866,000 in 2001, 2000 and 1999, respectively, from our product discovery
partners consisting of up-front license fees, contract research funding,
subscription fee, milestone payments and expense reimbursement.

We had various arrangements under which we financed certain office and
laboratory equipment and leasehold improvements. We had an aggregate of
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approximately $5,632,000 outstanding under our borrowing arrangements at
December 31, 2001. This amount is repayable over the next 34 months, of which
$3,572,000 is repayable over the next 12 months. Under these arrangements, we
are required to maintain certain financial ratios, including minimum levels of
tangible net worth, total indebtedness to tangible net worth, minimum cash
level, debt service coverage and minimum restricted cash balances. We had no
additional borrowing capacity under these capital lease agreements at December
31, 2001. In February 2002, we entered into an additional line of credit for
$3,500,000, of which $500,000 will be used to refinance a portion of the
existing line of credit and the remaining $3,000,0000 to be used to finance
office and laboratory equipment.

Our operating activities used cash of approximately $3,091,000 in 2001
primarily due to an increase in our net loss and prepaid expenses and other
assets, as well as a decrease in deferred revenue. These uses of cash were
partially offset by a decrease in interest receivable, accounts receivable and
unbilled costs and fees, as well as an increase in accounts payables and
accrued liabilities. Our operating activities provided cash of approximately
$3,011,000 in 2000 and used cash of approximately $1,616,000 in 1999.

Our investing activities provided cash of approximately $20,017,000 in 2001
through the conversion of marketable securities to cash and cash equivalents,
partially offset by purchases of marketable securities, equipment and additions
to leasehold. Our investing activities used cash of approximately $45,568,000
and $2,467,000 in 2000 and 1999, respectively, to purchase marketable
securities, equipment and additions to leasehold, partially offset the
conversion of marketable securities to cash and cash equivalents.

Capital expenditures totaled $3,706,000 during 2001 consisting of leasehold
improvements and purchases of laboratory, computer, and office equipment. We
utilized existing capital lease and equipment financing arrangements to finance
the majority of these capital expenditures. We currently estimate that we will
acquire approximately $5,000,000 in capital equipment in 2002 consisting of
primarily computers, laboratory equipment, and additions to leasehold
improvement, which we intend to finance the majority of theses purchases under
new financing arrangements.

Financing activities used cash of approximately $2,217,000 and $205,000 in
2001 and 1999, respectively, primarily for payments of long-term obligations,
partially offset by proceeds received from the sale of equity securities,
exercise of stock options, and employee stock purchase plan. Financing
activities provided cash of approximately $43,636,000 in 2000 primarily from
proceeds received from the sale of equity securities, exercise of stock
options, and employee stock purchase plan, net of payments of long-term
obligations.

At December 31, 2001, we had net operating loss and tax credits (investment
and research) carryforwards of approximately $93,767,000 and $6,642,000,
respectively, available to reduce federal taxable income and federal income
taxes, respectively, if any. Net operating loss carryforwards are subject to
review and possible adjustment by the Internal Revenue Service and may be
limited, in the event of certain cumulative changes in ownership interests of
significant shareholders over a three-year period in excess of 50%.
Additionally, certain of these losses are expiring due to the limitations of
the carryforward period.

We believe that our existing capital resources are adequate for
approximately two years under our current rate of investment in research and

10
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development. There is no assurance, however, that changes in our plans or
events affecting our operations will not result in accelerated, or unexpected
expenditures.

On March 6, 2002, we sold convertible debentures to two institutional
investors in a private placement transaction, raising $15 million in gross
proceeds. The debentures may be converted into shares of our common stock at
the option of the holder, at a price of $8.00 per share, subject to certain
adjustments. The maturity date of the debentures is December 31, 2004,
provided, that if any time on or after December 31, 2003 the Company maintains
a net cash balance (i.e., cash and cash equivalents less obligations for
borrowed money bearing interest) of less than $35 million, then the holders of
the debentures can require that all or any part of the outstanding principal
balance of the notes plus all accrued but unpaid interest be repaid. Interest
on the debentures accrues at 6% annually. The investors also received warrants
to purchase up to 487,500 shares of common stock at an exercise price of $8.00
per share, subject to certain adjustments. The warrants only become exercisable
to the extent the debentures are converted or if certain other redemptions or
repayments of the debentures occur.

We plan to continue to invest in our internal research and development
programs, including our lead candidate, Ramoplanin, currently in Phase III
clinical development. We expect to incur $15-20 million in Phase III clinical
development expenditures through the end of 2002.

We expect to seek additional funding in the future through public or private
financing. Additional financing may not be available when needed, or if
available, it may not be on terms acceptable to us. To the extent that we raise
additional capital by issuing equity or convertible debt securities, ownership
dilution to stockholders will result.

In 2000, we entered into two separate interest-rate-swap agreements with a
bank aggregating approximately $1,900,000. Under these agreements, we pay a
fixed rate of 8.78% and receives a variable rate tied to the one month LIBOR
rate. As of December 31, 2001, the variable rate was 3.83%. These swap
agreements meet the required criteria, as defined in SFAS No. 133 to use
special hedge accounting, and we have recorded an unrealized loss of $30,830 at
December 31, 2001, through other comprehensive income, for the change in the
fair value of the swap agreements. At February 28, 2002, this debt had been
paid off in its entirety and the interest-rate-swap agreements expired.

We generally place our marketable security investments in high quality
credit instruments, as specified in our investment policy guidelines; the
policy also limits the amount of credit exposure to any one issue, issuer, and
type of instrument. We do not expect any material loss from our marketable
security investments and therefore believe that our potential interest rate
exposure is limited.

This Form 10-K and documents we have filed with the Securities and Exchange
Commission contain forward-looking statements made pursuant to the safe harbor
provisions of the Private Securities Litigation Reform Act of 1995.
Forward-looking statements represent our management's judgment regarding future
events. Forward-looking statements typically are identified by use of terms
such as "may," "will," "should," "plan," "expect," "intend," "anticipate,"
"estimate," and similar words, although some forward-looking statements are
expressed differently. All forward-looking statements, other than statements of
historical fact, included in this report regarding our financial position,
business strategy and plans or objectives for future operations are
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forward-looking statements. We cannot guarantee the accuracy of the
forward-looking statements, nor do we plan to update these forward-looking
statements. You should be aware that our actual results could differ materially
from those contained in the forward looking statements due to a number of risks
affecting our business, including our ability and the ability of our alliance
partners to (i) successfully develop products based on the Company's genomics
information, (ii) obtain the necessary governmental approvals, (iii)
effectively commercialize any products developed before our competitors and
(iv) obtain and enforce intellectual property rights, as well as the risk
factors set forth in this Annual Report on Form 10-K and those set forth in
other filings that we may make with the Securities and Exchange commission from
time to time.

ITEM 8. Financial Statements and Supplementary Data

Financial statements and supplementary data required by Item 8 are set forth
at the pages indicated in Item 14 (a) below.

PART IV
ITEM 14. Exhibits, Financial Statement Schedules and Reports on Form 8K

(a) FINANCIAL STATEMENTS AND FINANCIAL STATEMENT SCHEDULES (1) AND (2) See
"Index to Consolidated Financial Statements and Financial Statement Schedules"
appearing on page F-1.

(3) Exhibits

Exhibit
No. Description

Restated Articles of Organization and By-laws/ (1)/

Amendment dated January 5, 1982 to Restated Arti