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PART I — FINANCIAL STATEMENTS

ITEM 1 — FINANCIAL STATEMENTS

HYBRIDON, INC. AND SUBSIDIARIES

CONSOLIDATED CONDENSED BALANCE SHEETS
(UNAUDITED)

            
     September 30,  December 31,
     2002  2001
      
Assets         
Current assets:         
 Cash and cash equivalents  $ 6,339,376  $ 20,923,295 
 Short-term investments   17,786,454   10,910,987 
 Receivables   551,258   274,863 
 Prepaid expenses and other current assets   194,504   56,992 
       
  Total current assets   24,871,592   32,166,137 
Property and equipment, net   508,983   143,298 
Deposits   15,199   — 
       
  $ 25,395,774  $ 32,309,435 
       
Liabilities and Stockholders’ Equity (Deficit)         
Current liabilities:         
 Accounts payable  $ 1,108,145  $ 498,642 
 Accrued expenses   1,046,361   1,021,660 
 Current portion of long-term debt   299,549   288,028 
 Current portion of capital lease   66,049   — 
 Current portion of deferred revenue   463,762   3,098,654 
       
  Total current liabilities   2,983,866   4,906,984 
9% convertible subordinated notes payable   1,306,000   1,306,000 
Deferred revenue, net of current portion   373,944   26,129,725 
Stockholders’ equity (deficit):         
 Preferred stock, $0.01 par value         
  Authorized — 5,000,000 shares         
  Series A convertible preferred stock         
   Designated — 1,500,000 shares         

   
Issued and outstanding— 660,385 and 640,166 shares at

September 30, 2002 and December 31, 2001, respectively   6,603   6,402 
 Common stock, $0.001 par value         
  Authorized—150,000,000 shares         

   
Issued and outstanding—47,531,083 and 45,632,525 shares at

September 30, 2002 and December 31, 2001, respectively   47,531   45,632 
Additional paid-in capital   277,547,265   273,870,458 
Accumulated other comprehensive loss   (3,270)   — 
Accumulated deficit   (256,819,547)   (273,868,184)
Deferred compensation   (46,618)   (87,582)
       
  Total stockholders’ equity (deficit)   20,731,964   (33,274)
       
  $ 25,395,774  $ 32,309,435 
       

The accompanying notes are an integral part of these consolidated condensed financial statements.
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HYBRIDON, INC. AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS
(UNAUDITED)

                     
      Three Months Ended  Nine Months Ended
      September 30,  September 30,
       
      2002  2001  2002  2001
         
Revenues:                 
   License fees  $26,054,418  $ 146,888  $27,295,124  $ 401,750 
   Collaborative research   10,375   —   10,375   — 
   Royalty and other income   6,719   7,198   38,012   64,726 
   Interest income   156,184   189,549   530,163   429,392 
             
   Total revenues   26,227,696   343,635   27,873,674   895,868 
Operating expenses:                 
   Research and development   2,793,915   1,080,186   5,607,649   3,440,251 
   General and administrative   1,246,230   1,522,973   3,612,213   4,122,947 
   Stock-based compensation from repriced options (1)  (438,055)   (576,583)   (1,182,122)   347,197 
   Interest   38,263   514,451   114,559   1,101,603 
             
   Total operating expenses   3,640,353   2,541,027   8,152,299   9,011,998 
Gain (loss) on sale of securities, net   —   (1,171,482)   —   5,718,779 
             
Income (loss) from continuing operations   22,587,343   (3,368,874)   19,721,375   (2,397,351)
Gain from sale of discontinued operations   —   1,967,830   —   1,967,830 
             
Income (loss) before provision for income taxes and

extraordinary item   22,587,343   (1,401,044)   19,721,375   (429,521)
Income tax credit (provision)   —   —   500,000   (400,000)
             
Income (loss) before extraordinary item   22,587,343   (1,401,044)   20,221,375   (829,521)
Extraordinary item:                 

  
Loss on early retirement of 8% convertible notes

payable   —   —   —   (1,411,876)
             
Net income (loss)   22,587,343   (1,401,044)   20,221,375   (2,241,397)
Accretion of preferred stock dividends   (1,073,544)   (5,112,651)   (3,172,738)   (7,301,684)
             
Net income (loss) applicable to common stockholders  $21,513,799  $ (6,513,695)  $17,048,637  $ (9,543,081)
             
Net income (loss) per share applicable to common

stockholders (Note 4):                 
 Basic  $ 0.45  $ (0.16)  $ 0.37  $ (0.37)
             
 Diluted  $ 0.34  $ (0.16)  $ 0.29  $ (0.37)
             
Shares used in computing net income (loss) per common

share:                 
 Basic   47,526,698   40,210,595   46,634,914   25,853,087 
             
 Diluted   66,950,448   40,210,595   69,015,210   25,853,087 
             
(1) The following summarizes the allocation of stock-based

compensation from repriced options:
                

    Research and development  $ (324,478)  $ (318,643)  $ (837,334)  $ 290,534 
    General and administrative   (113,577)   (257,940)   (344,788)   56,663 
             
    Total  $ (438,055)  $ (576,583)  $ (1,182,122)  $ 347,197 
             

The accompanying notes are an integral part of these consolidated condensed financial statements
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HYBRIDON, INC. AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
(UNAUDITED)

             
      Nine Months Ended
      September 30,
      
      2002  2001
       
Cash Flows From Operating Activities:         
 Net income (loss)  $ 20,221,375  $ (2,241,397)
 Gain from sale of discontinued operations   —   1,967,830 
       
 Income (loss) from continuing operations, including extraordinary item   20,221,375   (4,209,227)
Adjustments to reconcile net loss to net cash used in operating activities—         
   Extraordinary loss on exchange of 8% convertible notes payable   —   1,411,876 
   Issuance of warrants for services rendered   74,000   — 
   Issuance of common stock for services rendered   —   26,000 
   Gain on sale of property and equipment   —   (45,650)
   Stock-based compensation   (1,182,122)   347,197 
   Depreciation and amortization   437,323   471,261 
   Non-cash interest expense   11,737   497,228 
   Changes in operating assets and liabilities—         
    Accounts receivable   (276,395)   (889,183)
    Prepaid expenses and other assets   (152,711)   71,616 
    Accounts payable and accrued expenses   996,549   (227,825)
    Forward contracts   —   971,482 
    Deferred revenue   (27,586,855)   14,667,360 
       
    Net cash (used in) provided by operating activities   (7,457,099)   13,092,135 
       
    Net cash provided by discontinued operations   —   3,000,000 
       
Cash Flows From Investing Activities:         
   Maturities of short-term investments   4,795,000   — 
   Purchase of available-for-sale securities   (470,889)   — 
   Purchase of marketable securities   (14,582,249)   (7,794,049)
   Sale of marketable securities   3,047,724   — 
   Purchase of property and equipment   (310,917)   (71,525)
   Proceeds from sale of property and equipment   —   45,650 
       
    Net cash used in investing activities   (7,521,331)   (7,819,924)
       
Cash Flows From Financing Activities:         

   
Proceeds from exercise of common stock options and sale of common

stock   441,765   637,918 
   Principal payments on capital leases   (47,254)   — 
   Payments on long-term debt   —   (6,000,000)
   Decrease in restricted cash   —   4,000,000 
       
    Net cash provided by (used in) financing activities   394,511   (1,362,082 
       
Net (decrease) increase in cash and cash equivalents   (14,583,919)   6,910,129 
Cash and cash equivalents, beginning of period   20,923,295   1,532,155 
       
Cash and cash equivalents, end of period  $ 6,339,376  $ 8,442,284 
       
Supplemental disclosure of cash flow information:         
 Cash paid for interest  $ 58,770  $ 360,525 
       
Supplemental disclosure of non cash financing and investing activities:         

  
Exchange of 8% convertible notes payable for Series B convertible preferred

stock and common stock  $ —  $ 7,944,801 
       
 Dividend from induced conversion of Series B convertible preferred stock  $ —  $ 4,100,000 
       
 Accretion of Series A and B convertible preferred stock dividends  $ 3,172,738  $ 3,201,684 



       
 Issuance of common stock in lieu of cash bonus  $ —  $ 88,577 
       
 Conversion of Series A preferred stock into common stock  $ 258  $ 613 
       
 Conversion of Series B preferred stock into common stock  $ —  $ 19,565 
       
 Issuance of stock options to non-employees  $ —  $ 20,148 
       
 Issuance of warrants in connection with consulting services  $ —  $ 569,667 
       
 Issuance of common stock as part of license agreement  $ 1,166,379  $ — 
       
 Equipment acquired under capital lease  $ 113,303  $ — 
       

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

5



Table of Contents

HYBRIDON, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
(UNAUDITED)

(1) Organization
 
  Hybridon, Inc. (the Company) was incorporated in the State of Delaware on May 25, 1989. The Company is engaged in the discovery and

development of novel therapeutics and diagnostics using synthetic DNA. The Company’s activities are based on four technologies:
immunomodulatory oligonucleotide (IMO™) technology, which uses synthetic DNA to modulate responses of the immune system;
antisense technology, which uses synthetic DNA to inhibit the production of disease-associated proteins at the cellular level; cancer therapy
potentiation, which uses synthetic DNA to enhance the antitumor activity of certain marketed anticancer drugs; and Cyclicon ™ technology,
which uses novel synthetic DNA structures in drug target validation and drug discovery.

 
(2) Unaudited Interim Financial Statements
 
  The accompanying unaudited consolidated condensed financial statements included herein have been prepared by the Company in

accordance with generally accepted accounting principals for interim financial information and pursuant to the rules and regulations of the
Securities and Exchange Commission. Accordingly, certain information and footnote disclosures normally included in financial statements
prepared in accordance with generally accepted accounting principles have been condensed or omitted pursuant to such rules and
regulations. In the opinion of management, all adjustments, consisting of normal recurring adjustments, considered necessary for a fair
presentation of interim period results have been included. The Company believes that its disclosures are adequate to make the information
presented not misleading. Interim results for the three and nine month periods ended September 30, 2002 are not necessarily indicative of
results that may be expected for the year ended December 31, 2002. For further information, refer to the financial statements and footnotes
thereto included in the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2001, which was filed with the
Securities and Exchange Commission on April 1, 2002.

 
(3) Collaboration and License Agreement with Isis Pharmaceuticals, Inc.
 
  On August 14, 2002, the Company and Isis Pharmaceuticals, Inc. entered into an amendment to the Collaboration and License Agreement

(the Agreement) between them dated May 24, 2001. As part of the amendment, each party agreed to cancel the remaining tranche
payments due to each other under the Agreement. In addition, as part of the amendment, the Company and Isis agreed to more specifically
define and limit each party’s future collaborative obligations under the Agreement.

  As a result of this amendment, the Company has been able to better estimate the nature of its obligation and related cost of compliance
under the Agreement and has determined that such amended obligation and cost will be inconsequential. In accordance with SAB101, the
Company has recognized amounts previously deferred as revenue under the original Agreement which obligated the Company to potentially
engage in future activities which could have a material related cost. Revenue for the three and nine months ended September 30, 2002
includes the net of the previously unrecognized portion of the $32.3 million of cash and Isis stock received by the Company in 2001, the
previously unrecognized portion of the $2.4 million in direct expenses related to the Agreement, and the previously unrecognized portion of
the $1.9 million in cash and Company stock paid to Isis by the Company in May 2002. Prior to the amendment, the Company interpreted its
obligations under the Agreement not to be “inconsequential and perfunctory”. As a result, for the three and nine months ended September 30,
2001, the Company recognized revenue over the 10-year term of the Agreement expiring in 2011. The Company recognized net revenues
under the Agreement of approximately $26,040,000 and $136,000 for the three months ended September 30, 2002 and 2001, respectively,
and $27,260,000 and $343,000 for the nine months ended September 30, 2002 and 2001, respectively.

 
  Under the terms of EITF 96-18, Accounting for Equity Instruments That Are Issued to Other Than Employees for Acquiring, or in Conjunction

with Selling Goods or Services and EITF 00-8 Accounting by a Grantee for an Equity Instrument to Be Received in Conjunction with
Providing Goods or Services, the shares of common stock received from Isis under the Agreement were measured at the time of receipt. As
of September 30, 2001, 357,143 shares of common stock had been issued by Isis. The Company recorded the fair value of the common
stock of approximately $6,289,000 on the date the shares became receivable to the Company.
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  Following the receipt of these shares, on September 10, 2001 the Company entered into a number of hedging contracts to protect against

certain market risks which could reduce the value of the Isis shares while the Company was awaiting registration of the shares. In
accordance with SFAS No. 133, Accounting for Hedging Instruments and Hedging Activities, these hedging contracts are derivative
instruments and must be marked to fair market value with the corresponding charges recognized in earnings. The Company accrued an
unrealized loss of approximately $971,000 related to this agreement. Approximately $702,000 of this unrealized loss is offset by a
corresponding $702,000 gain which arose from marking the stock to market. The remaining $269,000 loss is due to the fee incurred upon
execution of the forward contracts which is included in the consolidated statement of operations with an additional loss on the investment of
approximately $902,000 that was recorded prior to entering the hedging contracts.

 
  Additional information on the Agreement is included in Note (5) to the Consolidated Financial Statements in the Company’s Annual Report on

Form 10-K for the year ended December 31, 2001.

(4) Net Income (Loss) per Common Share
 
  The following table sets forth the computation of basic and diluted income (loss) per share:

                   
    Three Months Ended  Nine Months Ended
    September 30,  September 30,
     
    2002  2001  2002  2001
       
Numerator:                 
 Income (loss) from continuing operations  $22,587,343  $ (3,368,874)  $20,221,375  $ (2,797,351)
 Gain on sale of discontinued operations   —   1,967,830   —   1,967,830 

 
Extraordinary loss on exchange of 8% convertible note

payable   —   —   —   (1,411,876)
             
 Net income (loss)   22,587,343   (1,401,044)   20,221,375   (2,241,397)
 Accretion of preferred stock dividends   (1,073,544)   (5,112,651)   (3,172,738)   (7,301,684)
             
Numerator for basic income (loss) applicable to common

shareholders   21,513,799   (6,513,695)   17,048,637   (9,543,081)
Effect of dilutive securities:                 
 Dividends on Series A convertible preferred stock   1,073,544   —   3,172,738   — 
 Interest expense related to convertible debt   5,991   —   17,742   — 
             
Numerator for diluted income (loss) applicable to common

shareholders  $22,593,334  $ (6,513,695)  $20,239,117  $ (9,543,081)
             
Denominator for basic income (loss) per share:                 
Weighted average common stock outstanding   47,526,698   40,210,595   46,634,914   25,853,087 
Effect of dilutive securities:                 
  Common stock options and warrants   3,386,030   —   6,506,952   — 
  Convertible debt   499,249   —   492,848   — 
  Series A convertible preferred stock   15,538,471   —   15,380,496   — 
             
Denominator for diluted income (loss) per share   66,950,448   40,210,595   69,015,210   25,853,087 
             
Income (loss) per share— basic                 
  Income (loss) from continuing operations  $ 0.47  $ (0.08)  $ 0.44  $ (0.11)
  Income from discontinued operations   —   0.05   —   0.08 
  Extraordinary loss   —   —   —   (0.06)
             
  Net income (loss) per share   0.47   (0.03)   0.44   (0.09)
  Accretion of preferred stock dividends   (0.02)   (0.13)   (0.07)   (0.28)
             

  

Net income (loss) per share applicable to common
stockholders

 $ 0.45  $ (0.16)  $ 0.37  $ (0.37)
             
Income (loss) per share— diluted                 
  Income (loss) from continuing operations  $ 0.34  $ (0.08)  $ 0.29  $ (0.11)
  Income from discontinued operations   —   0.05   —   0.08 
  Extraordinary loss   —   —   —   (0.06)
             
  Net income (loss) per share   0.34   (0.03)   0.29   (0.09)
  Accretion of preferred stock dividends   —   (0.13)   —   (0.28)
             



  
Net income (loss) per share applicable to common

stockholders  $ 0.34  $ (0.16)  $ 0.29  $ (0.37)
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  Basic net income (loss) per common share is computed using the weighted average number of shares of common stock outstanding during
the period. For the three and nine months ended September 30, 2001, diluted net loss per share from continuing operations is the same as
basic net loss per common share as the effects of the Company’s potential common stock equivalents are antidilutive. Total antidilutive
securities were 36,111,489 for the three and nine months ended September 30, 2001. Antidilutive securities include stock options, warrants,
convertible preferred stock and convertible debt instruments (on an as-converted basis).

 
(5) Cash Equivalents and Investments
 
  The Company considers all highly liquid investments with maturities of 90 days or less when purchased to be cash equivalents. Cash and

cash equivalents at September 30, 2002 and December 31, 2001 consist of the following:

           
    September 30  December 31
    2002  2001
     
Cash and cash equivalents         
 Cash and money market funds  $ 3,839,376  $ 20,923,295 
 Corporate bonds   2,500,000   — 
       
  Total  $ 6,339,376  $ 20,923,295 
       

  The Company accounts for investments in accordance with Statement of Financial Accounting standards (SFAS) No. 115, Accounting for
Certain Investments in Debt and Equity Securities. In accordance with SFAS No. 115, investments that the Company has the positive intent
and ability to hold to maturity are classified as “held to maturity” and reported at amortized cost, which approximates fair market value and
investments that the Company does not have the positive intent to hold to maturity or trade in the near future are classified as “available-for-
sale” and reported at fair market value. Management determines the appropriate classification of marketable securities at the time of
purchase and reevaluates such designation at each balance sheet date. As of September 30, 2002, $17,318,837 and $467,617 of the
Company’s short-term investments are classified as “held-to-maturity” and “available-for-sale,” respectively. All of the Company’s short-term
investments as of December 31, 2001 are classified as “held-to-maturity.”

 
  Short-term investments have maturities of greater than three months from purchase and mature within one year of the balance sheet date.

All short-term investments mature prior to September 30, 2003. At September 30, 2002 and December 31, 2001, the Company’s short-term
investments consisted of the following:

            
     September 30  December 31
     2002  2001
      
Short-term investments         
 Held-to-maturity:         
  Government bonds  $ 12,112,765  $ 8,928,847 
  Corporate bonds   5,206,072   1,982,140 
 Available-for-sale corporate bonds   467,617   — 
       
   Total  $ 17,786,454  $ 10,910,987 
       

(6) Stock-Based Compensation
 
  In September 1999, the Company’s Board of Directors authorized the repricing of options to purchase 5,251,827 shares of common stock to

$0.50 per share, which represented the market value on the date of the repricing. These options are subject to variable plan accounting
which requires the Company to remeasure the difference between the repriced amount of $0.50 and the current market value of the common
stock to determine the intrinsic value of the repriced options through the earlier of the date of exercise, cancellation or expiration, at each
reporting date. A decrease in the intrinsic value of these options between June 30, 2001 and September 30, 2001 resulted in the credit of
$577,000 to stock compensation for the three months ended September 30, 2001 A further decrease in the intrinsic value of these options
between January 1, 2002 and September 30, 2002 resulted in additional credits of $438,000 and $1,182,000 to stock compensation from
these repriced options for the three and nine months ended September 30, 2002. Compensation expense of approximately $347,000 for the
nine months ended September 30, 2001 resulted from an increase in the intrinsic value of these options between January 1, 2001 and
September 30, 2001.
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(7)  Sale of Discontinued Operations (Hybridon Specialty Products)
 
  In 2000, the Company completed the sale of its Hybridon Specialty Products business to a subsidiary of Avecia, Inc. of Manchester,

United Kingdom, Avecia Biotechnology, for up to $15.0 million. The Company received approximately $12.0 million of the $15.0 million
from the sale of HSP to Avecia in 2000. The remaining $3.0 million was payable on September 21, 2001, subject to offset rights under the
agreement to purchase HSP. As part of this transaction, the Company entered into a supply agreement whereby it may have an obligation
to purchase products from Avecia Biotechnology. To the extent that Avecia Biotechnology’s third-party sales of HSP product exceeded
certain goals, the Company did not have any such purchase commitment. If Avecia Biotechnology’s third party sales did not meet such
goals, the Company was required to make purchases sufficient to cover the shortfall, subject to an agreed upon formula. The Company’s
commitment was on a “take-or-pay” basis for the fourth quarter of 2000 and each quarter of 2001. Purchases by OriGenix Technologies,
Inc. and MethylGene were applied against the Company’s commitment. Any unpaid amounts under this agreement would reduce the $3.0
million contingent payment received in September 2001. The balance of the term of this agreement (through March 31, 2003) does not
require minimum purchases.

 
  To the extent that the Company made payments for a purchasing shortfall where it had no use for the related products, the Company

recorded such amount as an offset against the gain recorded upon receipt of the additional $3.0 million payment in September 2001. On
June 30, 2001, the Company had accrued approximately $1,032,000 for its purchasing shortfall. Upon receipt of the $3.0 million payment
in September 2001, the Company applied approximately $1,032,000 toward the satisfaction of its purchasing shortfall and recognized the
remaining $1,968,000 as a gain from the sale of discontinued operations in the three and nine months ended September 30, 2001.

 
(8)  Income Taxes
 
  For the nine months ended September 30, 2001, a provision for income taxes of $400,000 for Alternative Minimum Tax (AMT) was

recorded. During 2001, the Company had a total provision for income taxes of $500,000 for AMT and paid $450,000. In March 2002,
passage of the National Stabilization and Recovery Act temporarily rescinded the AMT with respect to the use of net operating loss
carryforwards to offset current taxable income. As a result, the Company recognized a $500,000 tax benefit in operating results and
received a refund of $450,000 during the nine months ended September 30, 2002. There is no income tax provision in the three and nine
months ended September 30, 2002 since the licensing revenues recognized in 2002 were included on the Company’s 2001 income tax
return at which time it was offset by net operating loss (NOL) carryforwards.

 
(9)  Series A Convertible Preferred Stock Dividend
 
  The holders of Series A convertible preferred stock, as of March 15 or September 15, are entitled to receive dividends payable at the rate

of 6.5% per annum, payable semi-annually in arrears. Such dividends shall accrue from the date of issuance of such shares and shall be
paid semi-annually on April 1 and October 1 of each year. Such dividends shall be paid, at the election of the Company, either in cash or
additional duly authorized, fully paid and non assessable shares of Series A convertible preferred stock. Through September 30, 2002, the
Company has always chosen to pay these dividends in stock. In calculating the number of shares to be paid with respect to each
dividend, the Series A convertible preferred stock is valued at $100.00 per share. During the three months ended September 30, 2002 and
2001, total Series A dividend accretion was approximately $1,074,000 and $1,008,000, respectively. During the nine months ended
September 30, 2002 and 2001, total Series A dividend accretion was approximately $3,173,000 and $3,012,000, respectively.

 
(10) 8% Convertible Notes Payable
 
  On March 5, 2001, the Company made an offer to the holders of its 8% Convertible Notes Payable (the 8% Notes) to exchange their notes

in a ratio of one share of a newly-designated class of Series B convertible preferred stock for each $100 in principal and interest of notes
tendered. On March 30, 2001 holders of 8% Notes in the aggregate original principal amount of $7,354,000 exchanged their notes for
76,046 shares of Series B convertible preferred stock. The Company recorded an extraordinary loss of $1.4 million related to the early
extinguishment of the 8% Notes in the nine months ended September 30, 2001. The extraordinary loss represents the difference between
the carrying value of the 8% Notes and the fair value of the Series B convertible preferred stock, as determined by the fair market value of
the common stock into which the Series B convertible preferred stock was convertible and the write-off of deferred financing costs and
related legal fees.
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(11) Sale of MethylGene Inc. Shares
 
  On April 27, 2001, the Company closed the sale of 60% of its holding of shares of Class A and Class B stock of MethylGene Inc., to a

group of private institutional investors located in the United States. MethylGene is a Canadian pharmaceutical research company in which
the Company had a 22% ownership interest. On May 14, 2001, the Company closed the sale of the remaining 40% of its holding with three
of MethylGene’s other shareholders on terms similar to those agreed to by the institutional investors ($2.85 Canadian or approximately
$1.84 US per share as of April 27, 2001). The Company received total proceeds of approximately $7.2 million (US). During the nine months
ended September 30, 2001, the Company recorded a gain for this transaction of approximately $6.9 million, net of approximately $300,000
in professional fees.

 
(12) Early Exercise Program
 
  In June 2001, the Company began an “early exercise” program (the Early Exercise Program) to exchange its common stock for its

Series B convertible preferred stock, several classes of its warrants and its remaining 8% Notes, in order to simplify the Company’s
capital structure and to reduce the number of outstanding securities which are exercisable for or convertible into shares of its common
stock. At the completion of the Early Exercise Program in 2001, the results were as follows:

 
  All holders of the Company’s Series B convertible preferred stock exchanged their shares for 19,564,500 shares of the Company’s

common stock;
 
  Holders of warrants priced between $0.60 and $2.40 exchanged their warrants for 4,669,808 shares of the Company’s common stock; and
 
  Holders of 8% Notes, representing $456,221 in principal and interest exchanged their 8% Notes for 1,140,448 shares of the Company’s

common stock.
 
(13) Stockholders’ Equity
 
  On June 19, 2002, at the Annual Meeting of the Company’s stockholders, the Company’s stockholders approved an amendment to the

Company’s Restated Certificate of Incorporation increasing the number of authorized shares of the Company’s Common Stock from
100,000,000 shares to 150,000,000 shares.

 
(14) OriGenix Technologies, Inc.
 
  OriGenix, a Quebec company, was formed in January 1999 by a group of institutional investors and the Company. As part of the formation

of OriGenix, the Company licensed to OriGenix specific antisense compounds and other technologies. The Company originally had a 49%
interest in OriGenix which it received in exchange for the license of compounds and technologies. The Company's interest was
subsequently reduced to 28% upon the raising of additional funds by OriGenix. The Company accounted for its investment in OriGenix
under the equity method and had reduced its investment to zero at December 31, 2001. In August 2002, OriGenix filed for bankruptcy in
Canada. Upon such filings, the licensing agreement was terminated in accordance with its terms. The Company subsequently licensed the
technology it had originally licensed to OriGenix to Micrologix Biotech, Inc. as part of a collaboration with Micrologix. See note 17 below.

 
(15) Employee Stock Purchase Plan
 
  On September 1, 2002, the Company implemented its 1995 Employee Stock Purchase Plan (the Purchase Plan). Under the Purchase

Plan, up to 100,000 shares of the Company’s common stock may be issued to participating employees. Eligible employees may authorize
an amount (a whole percentage from 1% to 10% of such employee’s regular pay) to be deducted by the Company from their pay during the
offering period. At the end of an offering period, participants may purchase common stock at a price equal to 85% of the lower of the fair
market value per share on the first or last day of an offering period, whichever is lower. Participation is limited to employees that would not
own 5% or more of the total combined voting power or value of the stock of the Company after the grant.
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(16) Collaboration and License Agreement with Aegera Therapeutics Inc.
 
  On September 13, 2002, the Company and Aegera Therapeutics Inc. entered into a Collaboration and License Agreement (the

Collaboration) to research, develop, and optimize a second generation antisense drug targeted to the XIAP gene, which has been
implicated in the resistance of cancer cells to chemotherapy. In addition, Hybridon licensed to Aegera, on a non-exclusive basis, rights to
the Company’s portfolio of second-generation antisense chemistries and oral antisense delivery intellectual property owned or licensed by
the Company. In consideration for research, development and optimization work to be performed by the Company under the Collaboration
and the license of technology by the Company, Aegera paid the Company a license and research fee. In addition, Aegera agreed to pay
the Company additional research payments, milestone payments upon the achievement of specified milestones, and royalties on product
sales and sublicensing, if earned. Future anticipated payments under the Collaboration could total approximately $8.0 million if all of the
milestones are achieved. Aegera will be responsible for the development costs of the drug candidate.

 
(17) Collaboration and License Agreement with Micrologix Biotech Inc.
 
  On September 11, 2002, the Company and Micrologix Biotech Inc. entered into a Collaboration and License Agreement to develop an

antisense drug candidate for the treatment of human papilloma virus (HPV). Hybridon licensed Micrologix the exclusive worldwide rights to
a family of patents covering a number of antisense oligonucleotides targeted to the HPV genome and non-exclusive rights to a portfolio of
antisense chemistries owned or licensed by the Company. In consideration, Micrologix agreed to pay the Company a license fee,
milestone payments upon to the achievement of specified milestones, and royalties on product sales and sublicensing, if earned. The total
license fee and milestone payments could total approximately $6.0 million, if all the milestones are achieved. The Micrologix collaboration
and license agreement contemplates that the Company and Micrologix will enter into a stock purchase agreement relating to the payment
of milestone payments under which Micrologix will issue to the Company without further consideration shares of preferred stock of
Micrologix. Upon the achievement of a milestone, a portion of the shares of preferred stock would, at the option of Micrologix, either (i) be
converted into common stock of Micrologix at a conversion rate based on an average market price or (ii) be redeemed by Micrologix for a
cash amount equal to the milestone.

 
  In a separate transaction with OriGenix Technologies, Inc., Micrologix purchased certain clinical and pre-clinical data and other rights to

ORI 1001, a drug candidate formerly under development by OriGenix. ORI 1001 was initially discovered by the Company and is in Phase I
clinical study for the treatment of diseases associated with HPV. Micrologix will assume responsibility for development costs of ORI 1001.

 
(18) Related Party Transactions
 
  In the three and nine months ended September 30, 2002, the Company paid Pillar S.A., which is controlled by a director of the Company,

$30,000 for consulting services relating to establishing new alliances. The $30,000 paid to Pillar is included under general and
administrative expenses for the three and nine months ended September 30, 2002. Effective October 1, 2002, the Company entered into a
new consulting agreement with Pillar S.A. Under the consulting agreement, Pillar S.A. will provide the Company with international investor
relations services in exchange for payment of $60,000 plus expenses, which is payable in installments of $15,000 per month through
January 31, 2003.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

GENERAL

     We are a leading company in the discovery and development of novel therapeutics and diagnostics using synthetic DNA. Our activities are
based on four technologies:

 •  immunomodulatory oligonucleotide, or IMO, technology, which uses synthetic DNA to modulate responses of the immune system;
 
 •  antisense technology, which uses synthetic DNA to inhibit the production of disease-associated proteins at the cellular level;
 
 •  cancer therapy potentiation, which uses synthetic DNA to enhance the antitumor activity of certain marketed anticancer drugs; and
 
 •  Cyclicon technology, which uses novel synthetic DNA structures in drug target validation and drug discovery.

     Since we began operations in February 1990, we have been involved primarily in research and development and manufacturing. To date,
almost all of our revenues have been from collaborative and license agreements, interest income and manufacturing of synthetic DNA and reagent
products by our DNA manufacturing business, known as the Hybridon Specialty Products Division, or HSP, prior to our selling HSP in September
2000.

     We have incurred total losses of $256.8 million through September 30, 2002 and expect to incur substantial operating losses in the future. In
order to commercialize our products, we need to address a number of technological challenges and to comply with comprehensive regulatory
requirements. We expect that our research and development and general and administrative expenses will be significant in 2002 and 2003 as we
use our cash resources to advance more rapidly our discovery and development programs.

CRITICAL ACCOUNTING POLICIES

     This management’s discussion and analysis of financial condition and results of operations presents our consolidated financial statements,
which have been prepared in accordance with accounting principles generally accepted in the United States. The preparation of these financial
statements requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure
of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. On an on-going basis, management evaluates its estimates and judgments, including those related to revenue recognition. Management
bases its estimates and judgments on historical experience and on various other factors that are believed to be reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates under different assumptions or conditions.

     We believe the most critical accounting policy affecting the portrayal of our financial condition is revenue recognition. We recognize revenue in
accordance with SEC Staff Accounting Bulletin (SAB) No. 101. SAB 101 requires that four basic criteria be met before revenue can be recognized:

 •  persuasive evidence of an arrangement exists;
 
 •  delivery has occurred, services have been rendered or obligations have been satisfied;
 
 •  the fee is fixed and determinable; and
 
 •  collectibility is reasonably assured.

     Determination of the last three criteria is based on management’s judgments regarding the fixed nature of the fee charged for services rendered
or products delivered and the collectibility of these fees. Should changes in conditions cause management to determine these criteria are not met
for any future transactions, revenues recognized for any reporting period could be adversely affected.

     During 2001, we received a total of $32.3 million in cash and stock under our collaboration and license agreement (the Agreement) with Isis
Pharmaceuticals, Inc. This amount is non-refundable. Previously, we recognized the revenue related to the Agreement on a straight-line basis over
the 10-year term of the Agreement, which expires in 2011. This deferral of revenue recognition was based on a continuing obligation contained in
the Agreement which was interpreted as neither inconsequential nor perfunctory according to SAB 101. Direct expenses and cash and stock due
to Isis were also recognized on a straight-line basis over the 10-year term of the
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Agreement. In May 2002, we paid Isis $0.7 million in cash and issued to Isis 1,005,499 shares of our common stock having a fair market value of
$1.2 million on the date of issuance. In August 2002, we entered into an amendment to the Agreement that cancelled the remaining tranche
payments due to each other under the Agreement and specifically defined and limited each party’s future obligations under the Agreement. As a
result of this amendment, we were better able to estimate the nature of our obligations under the Agreement and related cost of compliance and
determined that, as amended, the obligations are inconsequential. In accordance with SAB 101, we have recognized the amounts previously
deferred under the original Agreement as revenue during the third quarter of 2002.

     Note 2 to our consolidated financial statements included in our Annual Report on Form 10-K for the year ended December 31, 2001 contains a
full description of all our significant accounting policies.

RESULTS OF OPERATIONS

     Three and Nine Months Ended September 30, 2002 and 2001

     Total revenues increased by $25,884,000, or 7,525% to $26,228,000 for the three months ended September 30, 2002 from $344,000 for the
three months ended September 30, 2001 and increased by $26,978,000, or 3,011%, to $27,874,000 for the nine months ended September 30,
2002 from $896,000 for the nine months ended September 30, 2001. The increase in revenues was primarily due to the one-time recognition of
previously deferred license fee revenues derived from our Collaboration and License Agreement with Isis Pharmaceuticals, Inc. In connection with
this Agreement, we recorded $26,040,000 in license fee revenue, which is net of related costs, in the three months ended September 30, 2002 and
$27,260,000 in net license fee revenue for the nine months ended September 30, 2002. No additional tranche payments are due from Isis under
the Agreement.

     Research and development expenses increased by $1,714,000, or 159%, to $2,794,000 for the three months ended September 30, 2002 from
$1,080,000 for the three months ended September 30, 2001 and by $2,167,000, or 63%, to $5,607,000 for the nine months ended September 30,
2002 from $3,440,000 for the nine months ended September 30, 2001. The increase in both periods was attributable to expansion of our IMO
technology development efforts, preclinical studies in preparation for a filing of an Investigational New Drug (IND) application for the lead pre-
clinical candidate, HYB 2055, manufacturing of HYB 2055 for these preclinical studies, and manufacturing of our second generation antisense
compound, GEM 231, for expanded Phase I/II clinical trials.

     In the three and nine months ended September 30, 2002 and 2001, our research and development expenses related primarily to the preclinical
development of our IMO technology, including the development of HYB 2055. We will continue to incur costs in developing our IMO technology
and in continuing preclinical studies of HYB 2055. We expect to submit an IND for HYB 2055 in the first quarter of 2003. In the first quarter of
2002, we commenced a Phase I/II clinical trial of our second generation antisense compound GEM 231 in combination with irinotecan. In the third
quarter of 2002, we expanded our Phase I/II clinical trial and purchased additional amounts of GEM 231 for use in the combination therapy trial.

     Given the technological and regulatory hurdles likely to be encountered in the development and commercialization of our products, the future
timing and costs of our various research and development programs are uncertain. The cost of clinical trials may vary significantly based on
whether they are done alone or in combination with other compounds owned by third parties, the number of sites and the number of patients
enrolled. Our ability to fund research and development through strategic alliances will also affect our development costs.

     General and administrative expenses decreased by $277,000, or 18%, to $1,246,000 in the three months ended September 30, 2002 from
$1,523,000 for the three months ended September 30, 2001 and decreased by $511,000, or 12%, to $3,612,000 for the nine months ended
September 30, 2002 from $4,123,000 for the nine months ended September 30, 2001. General and administrative expenses consist primarily of
salary expense, consulting fees and professional legal fees associated with our regulatory filing requirements and business development. The
decrease in general and administrative expenses for the nine months ended September 30, 2002 reflects decreased facility expenses and
decreased professional fees associated with financing activities offset by higher compensation costs in the second and third quarters of 2002
resulting from an increase in the size of our workforce.

     As a result of a repricing of our stock options in September 1999, certain outstanding stock options are subject to variable plan accounting
which requires us to remeasure the intrinsic value of the repriced options, through the earlier of the date of exercise, cancellation or expiration, at
each reporting date. We recorded a credit to operating results of approximately $438,000 and $577,000 for the three months ended September 30,
2002 and 2001, respectively. For the nine months ended September 30, 2002, we recorded a credit of approximately $1,182,000 compared to
stock compensation expense of approximately $347,000 for the same period in 2001.
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The credits in 2002 and the three months ended September 30, 2001 resulted from a decrease in the market value of our common stock during
these periods. The stock-based compensation expense in 2001 resulted from an increase in the market value of our common stock during the nine
months ended September 30, 2001. Compensation charges and credits will likely occur in the future based upon changes in the intrinsic value of
our repriced options.

     Interest expense decreased by $476,000, or 93%, to $38,000 for the three months ended September 30, 2002 from $514,000 for the three
months ended September 30, 2001 and by $987,000, or 90%, to $115,000 for the nine months ended September 30, 2002 from $1,102,000 for the
same period in 2001. The decreases for the three and nine months ended September 30, 2002 were mainly attributable to a $13.7 million debt
reduction during 2001 which resulted primarily from the conversion of $7.6 million in principal amount of our 8% notes into equity and the
repayment of a $6.0 million note payable that occurred in the second and fourth quarters of 2001.

     The net loss on the sale of securities for the three months ended September 30, 2002 and the net gain on the sale of securities for the nine
months ended September 30, 2001 reflects an unrealized loss of $902,000 relating to the Isis shares classified as trading securities and marked to
fair value prior to the execution of forward contracts and a loss of $269,000 relating to fees incurred upon the execution of the forward contracts.
For the nine months ended September 30, 2001, the net gain on the sale of securities also consisted of a gain recorded from the sale of 100% of
our holdings in the stock of MethylGene Inc. We closed the sale of our holding of shares of Class A and Class B stock of MethylGene to a group
of private United States institutional investors along with three of MethylGene’s other shareholders during April and May 2001 on similar terms
($2.85 Canadian or approximately $1.84 US per share as of April 27, 2001). We received total proceeds of approximately $7.2 million US. In the
second quarter of 2001, we recorded a net gain for this transaction of approximately $6.9 million, net of approximately $300,000 in expenses for
professional fees.

     The gain from the sale of discontinued operations for the three months ended September 30, 2001 consisted of a gain recorded during the third
quarter of 2001 in connection with the disposition of assets to Avecia in September 2000. In that transaction, we were obligated to make up any
shortfall in purchase orders which Avecia expected to receive in 2000 and 2001. To the extent that we previously made payments for a purchasing
shortfall where we had no use for the related products, we had recorded a receivable. Upon receipt of the final $3.0 million payment for the assets
we sold to Avecia, we applied $1,032,000 toward the receivable and recognized the remaining $1,968,000 as a gain from the sale of discontinued
operations.

     In March 2002, passage of the National Economic Stabilization and Recovery Act temporarily rescinded the Alternative Minimum Tax
(AMT) and altered the way net operating loss carryforwards are applied to offset current taxable income. As a result, we recognized a tax benefit in
operating results of $500,000 for the nine months ended September 30, 2002 compared to income tax expense of $400,000 for the nine months
ended September 30, 2001. We received a refund of $450,000 during the nine months ended September 30, 2002 reimbursing us for estimated
taxes paid during 2001.

     We had an extraordinary loss of $1,412,000 for the nine months ended September 30, 2001 resulting from the early extinguishment of our 8%
Notes.

     We pay dividends on our Series A convertible preferred stock of 6.5% per annum, payable semi-annually in arrears. We have the option to pay
such dividends in either cash or additional duly authorized, fully paid and non assessable shares of Series A convertible preferred stock. Through
September 30, 2002, we paid such dividends in Series A convertible preferred stock. Accordingly, during the nine months ended September 30
2002 and 2001, 20,659 and 19,922 shares of our Series A convertible preferred stock were issued as dividends to our Series A preferred
stockholders. We recorded Series A convertible preferred stock dividends of $1,074,000 for the third quarter of 2002, $1,008,000 during the third
quarter of 2001 and $3,173,000 and $3,011,000 for the nine months ended September 30, 2002 and 2001, respectively. Such dividends will
continue to be incurred for as long as the Series A convertible preferred stock is outstanding.

     As a result of the factors discussed above, our net income applicable to common stockholders amounted to $21,514,000 for the three months
ended September 30, 2002 compared to our net loss applicable to common stockholders of $6,514,000 for the three months ended September 30,
2001 and net income applicable to common stockholders of $17,049,000 for the nine months ended September 30, 2002 compared to our net loss
applicable to common stockholders of $9,543,000 for the nine months ended September 30, 2001.

     As of December 31, 2001, we had net operating loss carryforwards and tax credit carryforwards expiring in 2007 through 2020 of approximately
$210.0 million and $4.0 million, respectively, to offset future federal taxable income, if any. Due to the degree of uncertainty related to the ultimate
realization of such prior losses, no benefit has been recognized in the financial statements related to these carryforwards as of September 30,
2002. We would allocate any subsequently recognized tax benefits to operations and

14



Table of Contents

additional paid-in capital. Moreover, our ability to utilize these losses in future years may be limited under the change of stock ownership rules of
the Internal Revenue Service.

LIQUIDITY AND CAPITAL RESOURCES

     We require cash to fund our operating expenses, to make capital expenditures and to pay debt service. We expect that our cash requirements
for these uses will be substantial and will increase as we expand our operations. Historically, we have funded our operations with revenues from
collaborative and license agreements, interest income and manufacturing of synthetic DNA and reagent products by Hybridon Specialty Products,
prior to its sale in 2000, as well as from a variety of debt and equity financings, lease financings, the sale of our shareholdings in MethylGene, and
the sale of HSP. As of September 30, 2002, we had approximately $24.1 million in cash, cash equivalents and short-term investments, a decrease
of approximately $7.7 million from December 31, 2001.

     We used $7.5 million of cash for operating activities during the nine months ended September 30, 2002. The principal use of cash in such
period was to fund our research and development expenses, our general and administrative expenses, and our payment to Isis in May 2002. The
$7.5 million represents our net income for the period offset by the change in deferred revenue related to the collaboration and license agreement
with Isis and non-cash operating adjustments including stock-based compensation.

     We purchased approximately $7.5 million in short-term investments, net of sales and maturities, and property during the nine months ended
September 30, 2002.

     During the nine months ended September 30, 2002, cash from financing activities included proceeds from the exercise of stock options, which
were offset by payments by us under an equipment lease.

     As of September 30, 2002, our outstanding indebtedness consisted of $0.3 million in principal amount of 8% notes maturing in November 2002
and $1.3 million in principal amount of 9% notes maturing in April 2004. These notes are unsecured.

     Based on our current operating plan, we believe that our existing cash and investments will be sufficient to fund our cash requirements at least
through the end of 2003. Our actual cash requirements will depend on many factors, including particularly the scope and pace of our research and
development efforts and our success in entering into strategic alliances.

     We do not expect to generate significant additional funds internally until we successfully complete development and obtain marketing approval
for products, either alone or in collaboration with third parties, which we expect will take many years. We expect to earn additional external funds
through our new collaborations, and we expect to continue to seek additional external funds periodically from collaborations with other
biotechnology companies or pharmaceutical companies and from additional debt, equity and lease financings. We believe that the key factors that
will affect our internal and external sources of cash are:

 •  the success of our clinical and preclinical development programs;
 
 •  the receptivity of the capital markets to financings by biotechnology companies; and
 
 •  our ability to enter into strategic collaborations with biotechnology and pharmaceutical companies and the success of such

collaborations.

     We may not be successful in generating funds internally or from external sources. Lack of necessary funds may require us to delay, scale
back or eliminate some or all of our research and development programs.

FORWARD-LOOKING STATEMENTS

     This quarterly report contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of
the Securities Exchange Act of 1934 that involve risks and uncertainties. We may, in some cases, use words such as “project,” “believe,”
“anticipate,” “plan,” “expect,” “estimate,” “intend,” “should,” “would,” “could,” “will,” “may” or other words that convey uncertainty of future events or
outcomes to identify these forward-looking statements. There are a number of important factors that could cause actual results to differ materially
from the results anticipated by these forward-looking statements, including those set forth below under the caption “Risk Factors”. These factors
and the other cautionary statements made in this quarterly report should be read as being applicable to all related forward-looking statements
wherever they appear in this quarterly report. If one or more of these factors materialized, or if any underlying assumptions prove incorrect, our
actual results, performance or achievements
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may vary materially from any future results, performance or achievements expressed or implied by these forward-looking statements. In addition,
any forward-looking statements represent our estimates only as of the date this quarterly report was filed with the Securities and Exchange
Commission and should not be relied upon as representing the Company’s estimates as of any subsequent date. While we may elect to update
forward-looking statements at some point in the future, we specifically disclaim any obligation to do so, even if our estimates change.

RISK FACTORS

Risks Relating to Our Business, Strategy and Industry

If our clinical trials are unsuccessful, or if they are significantly delayed, we may not be able to develop and commercialize our
products.

     In order to obtain regulatory approvals for the commercial sale of our products, we will be required to complete extensive clinical trials in
humans to demonstrate the safety and efficacy of our drug candidates. We may not be able to obtain authority from the FDA or other equivalent
foreign regulatory agencies to commence or complete these clinical trials.

     The results from preclinical testing of a drug candidate that is under development may not be predictive of results that will be obtained in
human clinical trials. In addition, the results of early human clinical trials may not be predictive of results that will be obtained in larger scale,
advanced stage clinical trials. Furthermore, we, one of our collaborators, or a regulatory agency with jurisdiction over the trials, may suspend
clinical trials at any time if the subjects or patients participating in such trials are being exposed to unacceptable health risks, or for other reasons.
As an example, in 1997, after reviewing the results from the most recent clinical trial of GEM 91, our lead first generation antisense compound at
the time, we determined not to continue the development of GEM 91 and suspended clinical trials of this product candidate.

     The rate of completion of clinical trials is dependent in part upon the rate of enrollment of patients. Patient accrual is a function of many
factors, including the size of the patient population, the proximity of patients to clinical sites, the eligibility criteria for the study, the nature of the
study, the existence of competitive clinical trials and the availability of alternative treatments. Delays in planned patient enrollment may result in
increased costs and prolonged clinical development.

     We may not be able to successfully complete any clinical trial of a potential product within any specified time period. In some cases, we may
not be able to complete the trial at all. Moreover, clinical trials may not show our potential products to be both safe and efficacious. Thus, the FDA
and other regulatory authorities may not approve any of our potential products for any indication.

We face substantial competition which may result in others discovering, developing or commercializing drugs before or more
successfully than us.

     The field of drug discovery is highly competitive and characterized by rapid and significant technological change. Many of our competitors are
substantially larger than us and have substantially greater capital resources, research and development staffs and facilities than us. Furthermore,
many of our competitors are more experienced than us in drug discovery, development and commercialization, obtaining regulatory approvals and
drug manufacturing and marketing. As a result, our competitors may discover, develop and commercialize drugs based on synthetic DNA before
us. In addition, our competitors may discover, develop and commercialize drugs that render non-competitive or obsolete the drugs that we or our
collaborators are seeking to develop and commercialize.

Because the products that we may develop will be based on new technologies and therapeutic approaches, the market may not be
receptive to these products upon their introduction.

     The commercial success of any of our products for which we may obtain marketing approval from the FDA or other regulatory authorities will
depend upon their acceptance by the medical community and third party payors as clinically useful, cost-effective and safe. Many of the products
that we are developing are based upon new technologies or therapeutic approaches that are relatively new and unproven. As a result, it may be
more difficult for us to achieve market acceptance of our products. Our efforts to educate the medical community on these potentially unique
approaches may require greater resources than would be typically required for products based on conventional technologies or therapeutic
approaches. The safety, efficacy, convenience and cost-effectiveness of our products as compared to competitive products will also affect market
acceptance.
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Competition for technical and management personnel is intense in our industry and we may not be able to sustain our operations or
grow if we are unable to attract and retain key personnel.

     Our success is highly dependent on the retention of principal members of our technical and management staff, including Stephen Seiler and
Sudhir Agrawal. Furthermore, our future growth will require hiring a significant number of qualified technical and management personnel.
Accordingly, recruiting and retaining such personnel in the future will be critical to our success. There is intense competition from other companies
and research and academic institutions for qualified personnel in the areas of our activities. If we are not able to continue to attract and retain, on
acceptable terms, the qualified personnel necessary for the continued development of our business, we may not be able to sustain our operations
or grow.

Regulatory Risks

We may not be able to obtain marketing approval for products resulting from our development efforts.

     All of the products that we are developing will require additional research and development, extensive preclinical studies and/or clinical trials
and regulatory approval prior to any commercial sales. This process is lengthy, often taking a number of years, and expensive.

     We may need to successfully address a number of technological challenges in order to complete development of our products. Moreover,
these products may not be effective in treating any disease or may prove to have undesirable or unintended side effects, toxicities or other
characteristics that may preclude our obtaining regulatory approval or prevent or limit commercial use.

If we fail to comply with the extensive regulatory requirements to which our products are subject, we could be subject to adverse
consequences and penalties.

     The testing, manufacturing, labeling, advertising, promotion, export, and marketing, among other things, of our products are subject to
extensive regulation by governmental authorities in Europe, the United States, and elsewhere throughout the world.

     In general, there can be no assurance that submission of materials requesting permission to conduct clinical trials will result in authorization by
the FDA or equivalent foreign regulatory agency to commence clinical trials, or that once clinical trials have begun, testing will be completed
successfully within any specific time period, if at all, with respect to any of our products. Once trials are complete and an application for marketing
approval has been submitted to the relevant regulatory agency, the regulatory agency may deny the application if applicable regulatory criteria are
not satisfied, or may require additional testing or information.

     If regulatory approval of a product is granted, such approval may be subject to limitations on the indicated uses for which the product may be
marketed or contain requirements for costly post-marketing testing and surveillance to monitor the safety or efficacy of the product. As to any
product for which we obtain marketing approval, the product, the facilities at which the product is manufactured, any post-approval clinical data and
our promotional activities will be subject to continual review and periodic inspections by the FDA and other regulatory agencies.

     Both before and after approval is obtained, violations of regulatory requirements may result in various adverse consequences, including the
regulatory agency’s delay in approving, or refusal to approve a product, suspension or withdrawal of an approved product from the market,
operating restrictions, or the imposition of civil or criminal penalties.

We have only limited experience in regulatory affairs and our products are based on new technologies; these factors may affect our
ability or the time we require to obtain necessary regulatory approvals.

     We have only limited experience in filing and prosecuting the applications necessary to gain regulatory approvals. Moreover, the products that
result from our research and development programs will likely be based on new technologies and new therapeutic approaches that have not been
extensively tested in humans. The regulatory requirements governing these types of products may be more rigorous than for conventional drugs.
As a result, we may experience a longer regulatory process in connection with any product that we develop based on these new technologies or
new therapeutic approaches.
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Risks Relating to Our Financial Results and Need for Financing

We have incurred substantial losses and expect to continue to incur losses. We will not be successful unless we reverse this trend.

     We have incurred losses in every year since our inception. As of September 30, 2002, we had incurred operating losses of approximately
$256.8 million. We expect to continue to incur substantial operating losses in future periods. We have received no revenues from the sale of drugs.
To date, almost all of our revenues have been from collaborative and license agreements, interest income and manufacturing of synthetic DNA
and reagent products by HSP prior to our selling HSP in September 2000.

     We expect to increase our spending significantly in order to expand our infrastructure and research and development programs. As a result, we
will need to generate significant revenues or to attract external capital in the form of debt or equity to fund this spending. We cannot be certain
whether or when we will become profitable or whether we will be able to attract external capital in the form of debt or equity because of the
significant uncertainties with respect to our ability to generate revenues from the sale of products and from any potential strategic alliances.

We may need additional financing, which may be difficult to obtain. Our failure to obtain necessary financing or doing so on unattractive
terms could adversely affect our discovery and development programs and other operations.

     We will require substantial funds to conduct research and development, including preclinical testing and clinical trials of our drugs. We will also
require substantial funds to conduct regulatory activities and to establish commercial manufacturing, marketing and sales capabilities. Based on
our current operating plan, we believe that our existing cash and investments will be sufficient to fund our cash requirements at least through the
end of 2003. Our actual cash requirements will depend on many factors, including particularly the scope and pace of our research and
development efforts and our success in entering into strategic alliances.

      Additional financing may not be available when we need it or may not be available on favorable terms. If we are unable to obtain adequate
funding on a timely basis, we may be required to significantly curtail one or more of our discovery or development programs. For example, we
significantly curtailed expenditures on our research and development programs during 1999 and 2000 because we did not have sufficient funds
available to advance these programs at planned levels. We could be required to seek funds through arrangements with collaborators or others that
may require us to relinquish rights to certain of our technologies, drug candidates or drugs which we would otherwise pursue on our own.

     If we raise additional funds by issuing equity securities, further dilution to our then existing stockholders will result. In addition, the terms of the
financing may adversely affect the holdings or the rights of such stockholders.

Risks Relating to Collaborators

We need to establish collaborative relationships in order to succeed.

     An important element of our business plan is entering into collaborative relationships for the development and commercialization of products
based on our discoveries. We face significant competition in seeking appropriate collaborators. Moreover, these arrangements are complex to
negotiate and time-consuming to document. We may not be successful in our efforts to establish collaborative relationships or other alternative
arrangements.

     Reliance on collaborative relationships poses a number of risks, including the following:

 •  we cannot effectively control whether our collaborators will devote sufficient resources to our programs or products;
 
 •  disputes may arise in the future with respect to the ownership of rights to technology developed with collaborators;
 
 •  disagreements with collaborators could delay or terminate the research, development or commercialization of products, or result in

litigation or arbitration;
 
 •  contracts with our collaborators may fail to provide sufficient protection;
 •  we may have difficulty enforcing the contracts if one of these collaborators fails to perform;
 
 •  our collaborators may terminate their collaborations with us, which could make it difficult for us to attract new collaborators or adversely

affect the perception of us in the business or financial communities;
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 •  collaborators have considerable discretion in electing whether to pursue the development of any additional drugs and may pursue

technologies or products either on their own or in collaboration with our competitors and
 
 •  collaborators with marketing rights may choose to devote fewer resources to the marketing of our products than they do to products that

they develop.

     Given these risks, it is possible that any collaborative arrangements into which we enter may not be successful. Previous collaborative
arrangements to which we were a party with F. Hoffmann-La Roche and G.D. Searle & Co. both were terminated prior to the development of any
product. Failure of these efforts could delay our drug development or impair commercialization of our products.

Risks Relating to Intellectual Property

If we are unable to obtain patent protection for our discoveries, the value of our technology and products will be adversely affected. If we
infringe patent or other intellectual property rights of third parties, we may not be able to develop and commercialize our products or the
cost of doing so may increase.

     Our patent positions, and those of other drug discovery companies, are generally uncertain and involve complex legal, scientific and factual
questions.

     Our ability to develop and commercialize drugs depends in significant part on our ability to:

 •  obtain patents;
 
 •  obtain licenses to the proprietary rights of others on commercially reasonable terms;
 
 •  operate without infringing upon the proprietary rights of others;
 
 •  prevent others from infringing on our proprietary rights; and
 
 •  protect trade secrets.

Third parties may own or control patents or patent applications and require us to seek licenses, which could increase our development
and commercialization costs, or prevent us from developing or marketing products.

     We may not have rights under some patents or patent applications related to our products. Third parties may own or control these patents and
patent applications in the United States and abroad. Therefore, in some cases, to develop, manufacture, sell or import certain of our products, we
or our collaborators may choose to seek, or be required to seek, licenses under third party patents issued in the United States and abroad or those
that might issue from United States and foreign patent applications. In such event, we would be required to pay license fees or royalties or both to
the licensor. If licenses are not available to us on acceptable terms, we or our collaborators may not be able to develop, manufacture, sell or
import these products.

We may become involved in expensive patent litigation or other proceedings, which could result in our incurring substantial costs and
expenses or substantial liability for damages or require us to stop our development and commercialization efforts.

     There has been substantial litigation and other proceedings regarding the patent and other intellectual property rights in the biotechnology
industry. We may become a party to patent litigation or other proceedings regarding intellectual property rights. The cost to us of any patent
litigation or other proceeding, even if resolved in our favor, could be substantial. Some of our competitors may be able to sustain the cost of such
litigation or proceedings more effectively than we can because of their substantially greater financial resources. If a patent litigation or other
proceeding is resolved against us, we or our collaborators may be enjoined from developing, manufacturing, selling or importing our drugs without a
license from the other party and we may be held liable for significant damages. We may not be able to obtain any required license on commercially
acceptable terms or at all.

     Uncertainties resulting from the initiation and continuation of patent litigation or other proceedings could have a material adverse effect on our
ability to compete in the marketplace. Patent litigation and other proceedings may also absorb significant management time.
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Risks Relating to Product Manufacturing, Marketing and Sales

We have no experience selling, marketing or distributing products and no internal capability to do so.

     If we receive regulatory approval to commence commercial sales of any of our products, we will face competition with respect to commercial
sales, marketing and distribution. These are areas in which we have no experience. To market any of our products directly, we would need to
develop a marketing and sales force with technical expertise and with supporting distribution capability. Alternatively, we could engage a
pharmaceutical or other healthcare company with an existing distribution system and direct sales force to assist us. There can be no assurance
that we will successfully establish sales and distribution capabilities or gain market acceptance for our products. To the extent we enter co-
promotion or other licensing arrangements, any revenues we receive will depend on the efforts of third parties and there can be no assurance that
our efforts will succeed. If in the future we elect to perform sales, marketing and distribution functions for such types of products ourselves, we
would face a number of additional risks, including the need to recruit a large number of additional experienced marketing and sales personnel.

Because we have limited manufacturing experience, we will be dependent on third-party manufacturers to manufacture products for us
or will be required to incur significant costs and devote significant efforts to establish our own manufacturing facilities and capabilities.

     We have limited manufacturing experience and no commercial scale manufacturing capabilities. In order to continue to develop our products,
apply for regulatory approvals and commercialize products, we will need to develop, contract for or otherwise arrange for the necessary
manufacturing capabilities.

     We currently rely upon third parties to produce material for preclinical and clinical testing purposes and expect to continue to do so in the
future. We also expect to rely upon third parties to produce materials required for clinical trials and for the commercial production of our products.

     There are a limited number of manufacturers that operate under the FDA’s good manufacturing practices regulations capable of manufacturing
our products. As a result, we may have difficulty finding manufacturers for our products with adequate capacity for our needs. If we are unable to
arrange for third party manufacturing of our products on a timely basis, or to do so on commercially reasonable terms, we may not be able to
complete development of our products or market them.

     Reliance on third party manufacturers entails risks to which we would not be subject if we manufactured products ourselves, including reliance
on the third party for regulatory compliance and quality assurance, the possibility of breach of the manufacturing agreement by the third party
because of factors beyond our control and the possibility of termination or nonrenewal of the agreement by the third party, based on its own
business priorities, at a time that is costly or inconvenient for us.

If we fail to obtain an adequate level of reimbursement for our products by third party payors, there may be no commercially viable
markets for our products.

     The availability and levels of reimbursement by governmental and other third party payors affect the market for healthcare products. These
third party payors continually attempt to contain or reduce the costs of healthcare by challenging the prices charged for medical products and
services. We may not be able to sell our products profitably if reimbursement is unavailable or limited in scope or amount.

     In both the United States and certain foreign jurisdictions, there have been a number of legislative and regulatory proposals to change the
healthcare system. Further proposals are likely. The potential for adoption of these proposals affects or will affect our ability to raise capital, obtain
collaborators and market our products.

     We expect to experience pricing pressures in connection with the sale of our drugs due to the trend toward managed health care, the increasing
influence of health maintenance organizations and additional legislative proposals.

We face a risk of product liability claims and may not be able to obtain insurance.

     Our business exposes us to the risk of product liability claims that is inherent in the manufacturing, testing and marketing of human therapeutic
drugs. Although we have product liability and clinical trial liability insurance that we believe is appropriate, this insurance is subject to deductibles
and coverage limitations. We may not be able to obtain or maintain adequate protection against potential liabilities. If we are unable to obtain
insurance at acceptable cost or otherwise protect against potential product liability claims, we will
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be exposed to significant liabilities, which may materially and adversely affect our business and financial position. These liabilities could prevent or
interfere with our commercialization efforts.

Risks Relating to an Investment in Our Common Stock

Certain provisions of our charter documents, our rights agreement and Delaware law could delay or prevent the sale of our company.

     Provisions of our charter documents, our rights agreement and Delaware law may make it more difficult for a third party to acquire, or attempt
to acquire, control of our company, even if a change in control would result in the purchase of shares of our common stock at a premium to the
market price. In addition, these provisions may limit the ability of stockholders to approve transactions that they may deem to be in their best
interest.

Our common stock is considered a “penny stock” and may be difficult to sell.

     The SEC has adopted regulations which generally define “penny stock” to be an equity security that has a market price of less than $5.00 per
share or an exercise price of less than $5.00 per share, subject to specific exemptions. Presently, the market price of our common stock is
substantially less than $5.00 per share and therefore is designated as a “penny stock” according to SEC rules. This designation requires any
broker or dealer selling these securities to disclose certain information concerning the transaction, obtain a written agreement from the purchaser
and determine that the purchaser is reasonably suitable to purchase the securities. These rules may restrict the ability of brokers or dealers to sell
our common stock and may affect the ability of investors to sell their shares. In addition, since our common stock is traded on the OTC Bulletin
Board, investors may find it difficult to obtain accurate quotations of our common stock.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

     Historically, our primary exposures have been related to nondollar-denominated operating expenses in Europe. As of September 30, 2002, we
have no assets and liabilities related to nondollar denominated currencies.

     We maintain investments in accordance with our investment policy. The primary objectives of our investment activities are to preserve
principal, maintain proper liquidity to meet operational needs and maximize yield. Although our investments are subject to credit risk, our
investment policy specifies credit quality standards for our investments and limits the amount of credit exposure from any single issue, issuer or
type of investment. We do not own derivative financial investment instruments in our investment portfolio.

ITEM 4. CONTROLS AND PROCEDURES

(a) Evaluation of disclosure controls and procedures. Based on their evaluation of the Company’s disclosure controls and procedures (as
defined in Rules 13a-14(c) and 15d-14(c) under the Securities Exchange Act of 1934) as of a date within 90 days of the filing date of this
Quarterly Report on Form 10-Q, the Company’s chief executive officer and chief financial officer have concluded that the Company’s
disclosure controls and procedures are designed to ensure that information required to be disclosed by the Company in reports that it files or
submits under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and
forms and are operating in an effective manner.

 
(b) Changes in internal controls. There were no significant changes in the Company’s internal controls or in other factors that could significantly

affect these controls subsequent to the date of their most recent evaluation.
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HYBRIDON, INC.

PART II

OTHER INFORMATION

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K

(a) Exhibits

 The list of Exhibits filed as part of this Quarterly Report on Form 10-Q are set forth on the Exhibit Index immediately preceding such
Exhibits, and is incorporated herein by this reference.

(b)  Reports on Form 8-K

 On September 30, 2002, the Company filed a Current Report on Form 8-K with the Securities and Exchange Commission reporting
that the Company had announced that it would recognize approximately $26.0 million of previously deferred revenue as revenue in
the third quarter of fiscal year 2002.
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SIGNATURES

     Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this report to be signed on
its behalf by the undersigned thereunto duly authorized.

   
  HYBRIDON, INC
 
Date: October 23, 2002

 

/s/ Stephen R. Seiler

Stephen R. Seiler
Chief Executive Officer

 
Date: October 23, 2002

 

/s/ Robert G. Andersen

Robert G. Andersen
Chief Financial Officer and Vice
President of Operations
(Principal Financial Officer)

CERTIFICATIONS

I,    Stephen R. Seiler, certify that:

1. I have reviewed this quarterly report on Form 10-Q.
 
2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material fact

necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this quarterly report;

 
3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in all

material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
quarterly report;

 
4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as defined

in Rules 13a-14 and 15d-14 of the Securities Exchange Act of 1934, as amended) for the registrant and have:

 a) designed such disclosure controls and procedures to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this quarterly report is being
prepared;

 
 b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within 90 days prior to the filing date of

this quarterly report (the “Evaluation Date”); and
 
 c) presented in this quarterly report our conclusions about the effectiveness of the disclosure controls and procedures based on our

evaluation as of the Evaluation Date;

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the registrant’s auditors and the audit
committee of the registrant’s board of directors:

 a) all significant deficiencies in the design or operation of internal controls which could adversely affect the registrant’s ability to record,
process, summarize and report financial data and have identified for the registrant’s auditors any material weaknesses in internal
controls; and

 
 b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal

controls; and

6. The registrant’s other certifying officers and I have indicated in this quarterly report whether or not there were significant changes in internal
controls or in other factors that could significantly affect internal controls subsequent to the date of our most recent evaluation, including any
corrective actions with regard to significant deficiencies and material weaknesses.

     
Dated: October 23, 2002

  

/s/ Stephen R. Seiler

Stephen R. Seiler
Chief Executive Officer
(principal executive officer)
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I,   Robert G. Andersen, certify that:

1. I have reviewed this quarterly report on Form 10-Q.
 
2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material fact

necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this quarterly report;

 
3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in all

material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
quarterly report;

 
4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as defined

in Rules 13a-14 and 15d-14 of the Securities Exchange Act of 1934, as amended) for the registrant and have:

 a) designed such disclosure controls and procedures to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this quarterly report is being
prepared;

 
 b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within 90 days prior to the filing date of

this quarterly report (the “Evaluation Date”); and
 
 c) presented in this quarterly report our conclusions about the effectiveness of the disclosure controls and procedures based on our

evaluation as of the Evaluation Date;

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the registrant’s auditors and the audit
committee of the registrant’s board of directors:

 a) all significant deficiencies in the design or operation of internal controls which could adversely affect the registrant’s ability to record,
process, summarize and report financial data and have identified for the registrant’s auditors any material weaknesses in internal
controls; and

 
 b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal

controls; and

6. The registrant’s other certifying officers and I have indicated in this quarterly report whether or not there were significant changes in internal
controls or in other factors that could significantly affect internal controls subsequent to the date of our most recent evaluation, including any
corrective actions with regard to significant deficiencies and material weaknesses.

     
Dated:   October 23, 2002

  

/s/ Robert G. Andersen

Robert G. Andersen
Chief Financial Officer and
Vice President of Operations
(principal financial officer)
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                                                                    Exhibit 10.1

                                 HYBRIDON, INC.

                      NON-STATUTORY STOCK OPTION AGREEMENT

                     (FOR 1,260,000 SHARES OF COMMON STOCK)

     This Non-Statutory Stock Option Agreement ("AGREEMENT") between Hybridon,
Inc., a Delaware corporation, (the "COMPANY") and Sudhir Agrawal, an individual
resident of the Commonwealth of Massachusetts (the "Executive"), is effective as
of July 25, 2001 ("EFFECTIVE DATE"). This Agreement evidences the grant of a
nonqualified stock option to the Executive effective as of the Effective Date,
subject to the terms and conditions herein.

     1.   DEFINITIONS. All capitalized terms that are not otherwise defined in
this Agreement shall have the meanings set forth below:

          1.1  ACQUISITION EVENT means:

               (a)  any merger or consolidation which results in the voting
securities of the Company outstanding immediately prior thereto representing
(either by remaining outstanding or by being converted into voting securities of
the surviving or acquiring entity) less than 60% of the combined voting power of
the voting securities of the Company or such surviving or acquiring entity
outstanding immediately after such merger or consolidation;

               (b)  any sale of all or substantially all of the assets of the
Company;

               (c)  the complete liquidation of the Company; or

               (d)  the acquisition of "beneficial ownership" (as defined in
Rule 13d-3 under the Exchange Act) of securities of the Company representing 50%
or more of the combined voting power of the Company's then outstanding
securities (other than through a merger or consolidation or an acquisition of
securities directly from the Company) by any "person," as such term is used in
Sections 13(d) and 14(d) of the Exchange Act, other than the Company, any
trustee or other fiduciary holding securities under an employee benefit plan of
the Company or any corporation owned directly or indirectly by the stockholders
of the Company in substantially the same proportion as their ownership of stock
of the Company (an event specified in this clause (iv) being referred to as a
"CREEPING TENDER").

          1.2  BOARD means the Board of Directors of the Company.

          1.3  CAUSE means the Executive's (i) material breach of any material
terms of the Employment Agreement (as defined below), (ii) plea of guilty or
nolo contendre to, or conviction of, the commission of a felony offense, (iii)
repeated unexplained or unjustified absence, or refusals to carry out the lawful
directions of the Board, or (iv) material breach of a fiduciary duty owed to the
Company under the Employment Agreement, provided that any action or inaction
described by (i), (iii), or (iv), above, shall not be the basis of a termination
of the 

Executive's employment with the Company for "Cause" unless the Company provided
the Executive with at least twenty days advance written notice specifying in
reasonable detail the conduct in need of being cured and such conduct was not
cured within the notice period.

          1.4  CHANGE OF CONTROL means the occurrence of any of the following
events:

               (a)  a change in the composition of the Board over a period of
thirty-six consecutive months or less such that a majority of the members of the
Board ceases to be comprised of individuals who are Continuing Members; for such
purpose, a "Continuing Member" means an individual who is a member of the Board
on the date of the Employment Agreement and any successor of a Continuing Member
who is elected to the Board or nominated for election by action of a majority of
Continuing Members then serving on the Board; or

               (b)  the consummation of an Acquisition Event other than an IP



Divestiture.

          1.5  CODE means the Internal Revenue Code of 1986, as amended.

          1.6  COMMON STOCK means common stock of the Company, having $0.001 par
value.

          1.7  COMPANY shall have the meaning set forth in the introductory
paragraph hereof.

          1.8  DISABILITY means the inability of the Executive to perform all
the material duties of the Executive's position for a continuous period of at
least 90 days due to a permanent physical or mental impairment, as determined
and certified by a physician selected by the Executive and with the concurrence
of a physician selected by the Company, provided that if the physician selected
by the Executive and the physician selected by the Company do not agree
regarding the determination and certification, a determination and certification
rendered by an independent physician mutually agreed upon by the Executive and
the Company shall be final and binding on the parties with respect to this
Agreement.

          1.9  EMPLOYMENT AGREEMENT means the employment agreement by and
between the Company and the Executive, effective as of April 1, 2002, including
any subsequent amendments.

          1.10 EMPLOYMENT PERIOD means the period during which the Employment
Agreement is in effect, as determined under Section 3 of the Employment
Agreement.

          1.11 EXCHANGE ACT means the Securities Exchange Act of 1934, as
amended.

          1.12 EXECUTIVE, solely for purposes of this Agreement, includes a
Permitted Transferee.

          1.13 FAIR MARKET VALUE means, with respect to any property (including,
without limitation, any shares of Common Stock or other securities of the
Company), the fair market value of such property determined in good faith by
such methods or procedures as shall 
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be established from time to time by the Board. Notwithstanding the preceding
sentence, where there exists a public market for the Common Stock, the Fair
Market Value of a share of Common Stock shall be the closing price for a share
of Common Stock for the last market trading date prior to the time of the
determination (or, if no closing price was reported on that date, on the last
trading date on which a closing price was reported) on the stock exchange
determined by the Board to be the primary market for the Common Stock, as
reported in The Wall Street Journal or such other source as the Board deems
reliable.

          1.14 GOOD REASON means the occurrence of one or more of the following:

               (a)  any action by the Company which results in a material
diminution of Executive's position, title, annual base salary, authority, duties
or responsibilities or reporting structure;

               (b)  any material breach of the Employment Agreement by the
Company which is not remedied by the Company within 30 days after receipt by the
Company of notice thereof given by the Executive specifying in reasonable detail
the alleged breach;

               (c)  failure to elect the Executive to serve on the Board during
the Employment Period; or

               (d)  relocation of the Company's headquarters outside Cambridge,
Massachusetts or 10 miles east of the Worcester area, except in the event of a
change in the location of the headquarters of the Company to a site within the
continental United States following a Change of Control.

          1.15 IP DIVESTITURE means a sale or licensing by the Company of all or
substantially all of its assets (including patents, patent applications and



know-how) relating to any one of its technology platforms.

          1.16 OPTION PRICE means the purchase price paid by the Executive for
each share of Common Stock purchased under this Agreement.

          1.17 PARENT means a parent corporation, as such term is defined under
Section 424(e) and (g) of the Code, with respect to the Company.

          1.18 PERMITTED TRANSFEREE means the spouse, mother, father, sister,
brother, or lineal descendant(s) of the Executive named in this Agreement or a
trust established exclusively for the benefit of one or more such individuals.

          1.19 SUBSIDIARY means a subsidiary corporation, as such term is
defined under Section 424(f) and (g) of the Code, with respect to the Company.

     2.   GRANT. The Company hereby grants to the Executive the right (the
"OPTION") to purchase all or any part of an aggregate of 1,260,000 shares of
Common Stock, subject to adjustment pursuant to Section 9 below. The Option is
in all respects limited and conditioned as provided in this Agreement. This
Option shall be a nonqualified stock option and is not intended to satisfy the
requirements of Section 422 of the Code.
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     3.   VESTING. The Executive may exercise the Option in accordance with the
terms of this Agreement, in whole or in part, to the extent that the Executive's
rights under the Option have vested.

          3.1 VESTING SCHEDULE. The Option shall vest as follows, subject to
earlier vesting as described in SECTION 3.2 below.

          Number of Additional Shares of                        
        Common Stock that Vest on this Date           Date
        -----------------------------------           ----

                      157,500                    March 28, 2004
                      157,500                    June 28, 2004
                      157,500                    September 28, 2004
                      157,500                    December 28, 2004
                      157,500                    March 28, 2005
                      157,500                    June 28, 2005
                      157,500                    September 28, 2005
                      157,500                    December 28, 2005

          3.2 ACCELERATION. Notwithstanding the vesting schedule in SECTION 3.1
above, vesting of the Option shall be accelerated as described in this SECTION
3.2 upon the occurrence of the following events:

          (a)  CHANGE OF CONTROL; IP DIVESTITURE. In the event of a Change of
Control or IP Divestiture, the unvested portion of the Option shall become fully
vested and nonforfeitable as of the date that is ten business days before the
effective date of a Change of Control.

          (b)  Termination of Employment.

               (i)  Other than for Death, Disability, or Cause. If the
     Executive's employment with the Company is terminated by the Company other
     than on account of the Executive's death, Disability, or for Cause, the
     Option shall vest as of the date of such termination of employment to the
     extent the Option would have vested during the following thirty-six (36)
     months (or portion thereof) remaining in the Employment Period had the
     Executive's employment not been terminated.

               (ii) DEATH. If the Executive's employment with the Company is
     terminated by reason of the Executive's death, the Option shall vest as of
     the date of such termination of employment to the extent the Option would
     have vested during the following twenty-four (24) months (or portion
     thereof) remaining in the Employment Period had the Executive's employment
     not been terminated.

               (iii) DISABILITY. If the Executive's employment with the Company
     is terminated by the Company for Disability pursuant to Section 7(a)(ii) of
     the Employment Agreement, the Option shall vest as of the date of such



     termination of employment to the extent the Option would have vested during
     the following twenty-four 
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     (24) months (or portion thereof) remaining in the Employment Period had the
     Executive's employment not been terminated.

               (iv) TERMINATION BY THE EXECUTIVE FOR GOOD REASON. If the
     Executive terminates his employment with the Company for Good Reason, the
     Option shall vest as of the date of such termination of employment to the
     extent the Option would have vested during the following thirty-six (36)
     months (or portion thereof) remaining in the Employment Period had the
     Executive's employment not been terminated.

               (v)  TERMINATION FOR CAUSE OR VOLUNTARY RESIGNATION (OTHER THAN
     FOR GOOD REASON). If the Executive's employment with the Company is
     terminated by the Company for Cause or by the Executive through his
     voluntary resignation (other than for Good Reason), the portion of the
     Option that has not vested shall terminate as of such termination of
     employment.

          (c)  BOARD'S DISCRETION. In addition to the automatic acceleration of
the vesting schedule as prescribed in subparagraphs (a) and (b) above, the Board
may, at any time, in its sole discretion, provide that any unvested portion of
the Option shall become immediately vested in full or in part.

     4.   OPTION PRICE. The Option Price of each share of Common Stock covered
by the Option shall be $ 0.825, subject to adjustment pursuant to Section 9
below.

     5.   TERM. The Option shall expire on July 25, 2011 ("EXPIRATION DATE"), to
the extent the Executive has not exercised the Option in full before the
Expiration Date.

     6.   EXERCISE.

          6.1  EXPIRATION DATE FOR OPTION EXERCISE. The Executive may exercise
the vested portion of this Option, in full or in part, before the Expiration
Date, provided that if the Executive's employment or service with the Company or
a Parent or Subsidiary is terminated:

               (a)  by the Company, a Parent or a Subsidiary for any reason
other than death, Disability, or for Cause or by the Executive for Good Reason,
the Option shall be exercisable for a period beginning on the termination date
and ending on the earlier to occur of (i) twenty-four (24) months after the
effective date of a termination of Executive's employment or service with the
Company or a Parent or a Subsidiary or (ii) the Expiration Date;

               (b)  as a result of the Executive's death or Disability, the
Option shall be exercisable, by the Executive or the person or persons to whom
the Executive's rights under the Option pass by will or applicable law, or if no
such person has such right, the Executive's executors or administrators, for a
period beginning on the termination date and ending on the earlier to occur of
(i) twenty-four (24) months after the effective date of his termination of
employment or service with the Company or a Parent or Subsidiary or (ii) the
Expiration Date; or

               (c)  as a result of Executive's voluntary resignation (other than
for Good Reason) or as a result of termination by the Company for Cause, the
Option shall be 
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exercisable for a period beginning on the termination date and ending on the
earlier to occur of (i) twelve (12) months after the effective date of a
termination of Executive's employment or service with the Company or a Parent or
Subsidiary or (ii) the Expiration Date.

          6.2 NOTICE OF OPTION EXERCISE. If the Executive wants to exercise the
Option, the Executive shall give written notice, in such form as the Company may



from time to time require, to the Company at its principal office by personal
delivery, by registered or certified mail, or by such other method as the
Company may permit. At minimum, the written notice shall identify the Option
being exercised, shall state the number of shares of Common Stock with respect
to which the Option is being exercised, and shall include payment for the shares
of Common Stock with respect to which the Option is being exercised. The payment
for shares of Common Stock acquired pursuant to the exercise of the Option shall
be made at the principal office of the Company as described in SECTION 7 below.

          6.3 ISSUANCE OF OPTION SHARES. Upon the exercise of the Option and
upon the receipt by the Company of the payment for the shares of Common Stock
pursuant to the exercise of the Option, the Company shall deliver or cause to be
delivered, within a reasonable time, to the Executive exercising the Option a
certificate or certificates for the number of shares of Common Stock with
respect to which the Option is exercised. The shares of Common Stock shall be
registered in the name of the exercising Executive or in such name jointly with
the Executive as the Executive may direct in the written notice of exercise.

     7.   PAYMENT.

          7.1 ACCEPTABLE METHODS OF PAYMENT. The Option Price of shares of
Common Stock subject to the Option and any tax withholding obligations arising
as a result of the exercise of any portion of the Option may be paid in any
combination of the following permitted forms of payment.

               (a)  in United States dollars in cash or by check made payable to
the Company;

               (b)  delivery of an irrevocable and unconditional undertaking by
a creditworthy broker to deliver promptly to the Company sufficient funds to pay
the Option Price or the amount of any applicable withholding taxes, or delivery
by the Executive to the Company of a copy of irrevocable and unconditional
instructions to a creditworthy broker to delivery promptly to the Company cash
or a check sufficient to pay the Option Price or the amount of any applicable
withholding taxes;

               (c)  by surrender of shares of Common Stock having an aggregate
Fair Market Value, as of the date of payment, equal to all or a portion of the
Option Price and the amount of any applicable withholding taxes, subject to the
terms and conditions of SECTION 7.2 below; or

               (d)  by payment of such other lawful consideration as the Board
may determine.
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          7.2 SURRENDER OF SHARES. Shares of Common Stock which may be
surrendered in satisfaction of all or any portion of the Option Price or any tax
withholding obligation that results from the exercise of any portion of this
Option include shares of Common Stock covered by the portion of the Option that
is being exercised and other shares of Common Stock held by the Executive;
provided that shares of Common Stock surrendered to pay the Option Price shall
be held by the Executive for at least six months as of the date of payment.

     8.   NONTRANSFERABILITY. The Option shall not be assignable or transferable
by the Executive except by will or by the laws of descent and distribution and
during the lifetime of the Executive shall be exercisable only by the Executive,
except as provided in this Section 8. The Executive may, during his lifetime,
transfer the Option, in whole or in part, to a Permitted Transferee. The
transferred portion of the Option may be exercised only by the person or persons
who acquire a proprietary interest in the Option pursuant to the transfer. The
terms applicable to the transferred portion of the Option shall be the same as
those in effect for the Option under this Agreement immediately prior to the
transfer.

     9.   CAPITAL ADJUSTMENTS.

          9.1 ADJUSTMENTS TO COMMON STOCK. In connection with the occurrence of
any stock split, stock dividend, recapitalization, reorganization, merger
consolidation, combination, exchange of shares, liquidation, spin-off or other
similar change in capitalization or event of the Company, or any distribution to
holders of shares of Common Stock other than a normal cash dividend, the number
and kind of shares of Common Stock issuable under this Option and the Option



Price of the portion of the Option outstanding as of such event shall be
adjusted (or substituted stock options may be made), to the extent the Board
shall determine, in good faith, that such adjustment (or substitution) is
necessary and appropriate, to reflect such event. On the occurrence of a Change
of Control described in SECTION 1.1(A) hereof (and limited to such event), the
Board may provide for the following: (i) that the unexercised portion of the
Option outstanding on the occurrence of a Change of Control described in SECTION
1.1(A) hereof shall be assumed or an equivalent Option be substituted by the
acquiring or succeeding corporation (or an affiliate thereof), or (ii) that,
upon written notice delivered to the Executive, the unexercised portion of the
Option outstanding on the occurrence of a Change of Control described in SECTION
1.1(A) shall terminate effective as of such date or as of such earlier date as
may be specified by the Board in a written notice delivered to the Executive,
provided that if the Board issues a notice regarding the termination of the
unexercised portion of the Option pursuant to this clause (ii), the effective
date of such termination shall not precede any vesting acceleration date
described in SECTION 3.2(A) hereof.

          9.2 BOARD DETERMINATIONS. To the extent that the foregoing adjustments
relate to shares of Common Stock or other securities, such adjustments shall be
made by the Board, whose determination in that respect shall be final, binding
and conclusive; provided that if stock options granted under the Hybridon, Inc.
Amended and Restated 1997 Stock Option Plan ("PLAN") are adjusted in connection
with one or more of the events described in this SECTION 9, the Option shall be
adjusted in a manner that is not less favorable than adjustments to stock
options granted under the Plan.
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     10.  AMENDMENT. The Board may amend this Agreement, provided that no
amendment to this Agreement shall become effective before the Board obtains the
Executive's consent to such amendment. In order to fully protect the interests
of the Executive, the Board may correct any defect, supply any omission or
reconcile any inconsistency between the terms of this Agreement and the terms of
the Employment Agreement.

     11.  RIGHTS AS A SHAREHOLDER. Except as otherwise provided by the Board,
the Executive shall have no rights as a shareholder with respect to any shares
of Common Stock covered by this Agreement until becoming the record holder of
such shares.

     12.  NO FRACTIONAL SHARES. No fractional shares of Common Stock shall be
issued or delivered under this Agreement. Any fractional shares shall be settled
in cash, property, or other securities, as determined by the Board.

     13.  REGISTRATION OF SHARES. The Company shall take all such actions as are
necessary to ensure the unrestricted transferability of the shares of Common
Stock issuable upon the exercise, in whole or in part, of the Option, including
as may be required (i) the registration or qualification of the shares for sale
under the federal securities laws and applicable state securities laws, (ii)
listing of the shares on any stock exchange on which the Common Stock is listed
and (iii) securing any other necessary governmental approvals.

     14.  WITHHOLDING. The Executive shall pay to the Company, or make provision
satisfactory to the Board for payment of, any taxes required by law to be
withheld in connection with the exercise of the Option not later than the date
of the event creating the tax liability. The Company may, to the extent
permitted by law, deduct any tax obligations not provided for in the preceding
sentence, from any payment of any kind otherwise due to the Executive.

     15.  NO RIGHT TO CONTINUED EMPLOYMENT OR SERVICE. Nothing in this Agreement
shall be deemed to give the Executive any right to be retained in employment by,
or to continue to provide service to, the Company for any period of time, and no
provision of this Agreement shall be deemed to interfere with the right of the
Company to terminate the employment or service of the Executive pursuant to the
terms of the Employment Agreement or any subsequent agreement between the
Executive and the Company.

     16.  SEVERABILITY. If any provision of this Agreement is, becomes, or is
deemed to be invalid, illegal, or unenforceable in any jurisdiction or as to the
Executive, such provision shall be construed or deemed amended to conform with
applicable laws, or if the provision cannot be so construed or deemed amended
without, in the discretion of the Board, materially altering the intent of the



Agreement, such provision shall be severed as to the jurisdiction or the
Executive and the remainder of this Agreement shall remain in full force and
effect.

     17.  NOTICES AND PAYMENTS. Any notice required or permitted to be given to
the Executive under this Agreement shall be in writing and shall be deemed
effective upon personal delivery or upon deposit in the United States mail with
postage and fees prepaid. Any notice or communication required or permitted to
be given to the Company under this Agreement shall be in writing, addressed to
the Secretary of the Company at the Company's principal office and 
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shall be deemed effective upon personal delivery or upon deposit in the United
States mail with postage and fees prepaid.

     18.  HEADINGS. The headings in this Agreement are for convenience of
reference only and shall not be deemed a part of this Agreement for purposes of
the interpretation or construction of this Agreement.

     19.  GOVERNING LAW. The validity and construction of this Agreement shall
be governed by the laws of the State of Delaware without giving effect to any
conflict of law rules that would require the application of the laws of any
jurisdiction other than the internal laws of the State of Delaware to the rights
and duties of the parties, except to the extent the laws of the State of
Delaware are preempted by federal law.
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     IN WITNESS WHEREOF, the Company has caused this Agreement to be duly
executed by an officer of the Company, and the Executive has accepted and signed
this Agreement to be effective as of the Effective Date.

                                          HYBRIDON, INC.,
                                          a Delaware corporation

                                          By: /s/ Robert G. Andersen
                                             -----------------------------------
                                             Title: CFO

ACCEPTED:

/s/ Sudhir Agrawal
----------------------------
Sudhir Agrawal

BOS1 #1268602 v1
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                                                                    EXHIBIT 10.2

                                 HYBRIDON, INC.

                      NON-STATUTORY STOCK OPTION AGREEMENT

                      (FOR 550,000 SHARES OF COMMON STOCK)

     This Non-Statutory Stock Option Agreement ("AGREEMENT") between Hybridon,
Inc., a Delaware corporation, (the "COMPANY") and Sudhir Agrawal, an individual
resident of the Commonwealth of Massachusetts (the "Executive"), is effective as
of July 25, 2001 ("EFFECTIVE DATE"). This Agreement evidences the grant of a
nonqualified stock option to the Executive effective as of the Effective Date,
subject to the terms and conditions herein.

     1.   DEFINITIONS. All capitalized terms that are not otherwise defined in
this Agreement shall have the meanings set forth below:

          1.1  ACQUISITION EVENT means:

               (a)  any merger or consolidation which results in the voting
securities of the Company outstanding immediately prior thereto representing
(either by remaining outstanding or by being converted into voting securities of
the surviving or acquiring entity) less than 60% of the combined voting power of
the voting securities of the Company or such surviving or acquiring entity
outstanding immediately after such merger or consolidation;

               (b)  any sale of all or substantially all of the assets of the
Company;

               (c)  the complete liquidation of the Company; or

               (d)  the acquisition of "beneficial ownership" (as defined in
Rule 13d-3 under the Exchange Act) of securities of the Company representing 50%
or more of the combined voting power of the Company's then outstanding
securities (other than through a merger or consolidation or an acquisition of
securities directly from the Company) by any "person," as such term is used in
Sections 13(d) and 14(d) of the Exchange Act, other than the Company, any
trustee or other fiduciary holding securities under an employee benefit plan of
the Company or any corporation owned directly or indirectly by the stockholders
of the Company in substantially the same proportion as their ownership of stock
of the Company (an event specified in this clause (iv) being referred to as a
"CREEPING TENDER").

          1.2  BOARD means the Board of Directors of the Company.

          1.3  CAUSE means the Executive's (i) material breach of any material
terms of the Employment Agreement (as defined below), (ii) plea of guilty or
nolo contendre to, or conviction of, the commission of a felony offense, (iii)
repeated unexplained or unjustified absence, or refusals to carry out the lawful
directions of the Board, or (iv) material breach of a fiduciary duty owed to the
Company under the Employment Agreement, provided that any action or inaction
described by (i), (iii), or (iv), above, shall not be the basis of a termination
of the Executive's employment with the Company for "Cause" unless the Company
provided the 

Executive with at least twenty days advance written notice specifying in
reasonable detail the conduct in need of being cured and such conduct was not
cured within the notice period.

          1.4  CHANGE OF CONTROL means the occurrence of any of the following
events:

               (a)  a change in the composition of the Board over a period of
thirty-six consecutive months or less such that a majority of the members of the
Board ceases to be comprised of individuals who are Continuing Members; for such
purpose, a "Continuing Member" means an individual who is a member of the Board
on the date of the Employment Agreement and any successor of a Continuing Member
who is elected to the Board or nominated for election by action of a majority of
Continuing Members then serving on the Board; or

               (b)  the consummation of an Acquisition Event other than an IP



Divestiture.

          1.5  CODE means the Internal Revenue Code of 1986, as amended.

          1.6  COMMON STOCK means common stock of the Company, having $0.001 par
value.

          1.7  COMPANY shall have the meaning set forth in the introductory
paragraph hereof.

          1.8  DISABILITY means the inability of the Executive to perform all
the material duties of the Executive's position for a continuous period of at
least 90 days due to a permanent physical or mental impairment, as determined
and certified by a physician selected by the Executive and with the concurrence
of a physician selected by the Company, provided that if the physician selected
by the Executive and the physician selected by the Company do not agree
regarding the determination and certification, a determination and certification
rendered by an independent physician mutually agreed upon by the Executive and
the Company shall be final and binding on the parties with respect to this
Agreement.

          1.9  EMPLOYMENT AGREEMENT means the employment agreement by and
between the Company and the Executive, effective as of April 1, 2002, including
any subsequent amendments.

          1.10 EMPLOYMENT PERIOD means the period during which the Employment
Agreement is in effect, as determined under Section 3 of the Employment
Agreement.

          1.11 EXCHANGE ACT means the Securities Exchange Act of 1934, as
amended.

          1.12 EXECUTIVE, solely for purposes of this Agreement, includes a
Permitted Transferee.

          1.13 FAIR MARKET VALUE means, with respect to any property (including,
without limitation, any shares of Common Stock or other securities of the
Company), the fair market value of such property determined in good faith by
such methods or procedures as shall be established from time to time by the
Board. Notwithstanding the preceding sentence, where 
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there exists a public market for the Common Stock, the Fair Market Value of a
share of Common Stock shall be the closing price for a share of Common Stock for
the last market trading date prior to the time of the determination (or, if no
closing price was reported on that date, on the last trading date on which a
closing price was reported) on the stock exchange determined by the Board to be
the primary market for the Common Stock, as reported in The Wall Street Journal
or such other source as the Board deems reliable.

          1.14 GOOD REASON means the occurrence of one or more of the following:

               (a)  any action by the Company which results in a material
diminution of Executive's position, title, annual base salary, authority, duties
or responsibilities or reporting structure;

               (b)  any material breach of the Employment Agreement by the
Company which is not remedied by the Company within 30 days after receipt by the
Company of notice thereof given by the Executive specifying in reasonable detail
the alleged breach;

               (c)  failure to elect the Executive to serve on the Board during
the Employment Period; or

               (d)  relocation of the Company's headquarters outside Cambridge,
Massachusetts or 10 miles east of the Worcester area, except in the event of a
change in the location of the headquarters of the Company to a site within the
continental United States following a Change of Control.

          1.15 IP DIVESTITURE means a sale or licensing by the Company of all or
substantially all of its assets (including patents, patent applications and
know-how) relating to any one of its technology platforms.



          1.16 OPTION PRICE means the purchase price paid by the Executive for
each share of Common Stock purchased under this Agreement.

          1.17 PARENT means a parent corporation, as such term is defined under
Section 424(e) and (g) of the Code, with respect to the Company.

          1.18 PERMITTED TRANSFEREE means the spouse, mother, father, sister,
brother, or lineal descendant(s) of the Executive named in this Agreement or a
trust established exclusively for the benefit of one or more such individuals.

          1.19 SUBSIDIARY means a subsidiary corporation, as such term is
defined under Section 424(f) and (g) of the Code, with respect to the Company.

     2.   GRANT. The Company hereby grants to the Executive the right (the
"OPTION") to purchase all or any part of an aggregate of 550,000 shares of
Common Stock, subject to adjustment pursuant to Section 9 below. The Option is
in all respects limited and conditioned as provided in this Agreement. This
Option shall be a nonqualified stock option and is not intended to satisfy the
requirements of Section 422 of the Code.
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     3.   VESTING. The Executive may exercise the Option in accordance with the
terms of this Agreement, in whole or in part. The entire Option shall vest
immediately.

     4.   OPTION PRICE. The Option Price of each share of Common Stock covered
by the Option shall be $ 0.825, subject to adjustment pursuant to Section 9
below.

     5.   TERM. The Option shall expire on July 25, 2011 ("EXPIRATION DATE"), to
the extent the Executive has not exercised the Option in full before the
Expiration Date.

     6.   EXERCISE.

          6.1  EXPIRATION DATE FOR OPTION EXERCISE. The Executive may exercise
the vested portion of this Option, in full or in part, before the Expiration
Date, provided that if the Executive's employment or service with the Company or
a Parent or Subsidiary is terminated:

               (a)  by the Company, a Parent or a Subsidiary for any reason
other than death, Disability, or for Cause or by the Executive for Good Reason,
the Option shall be exercisable for a period beginning on the termination date
and ending on the earlier to occur of (i) twenty-four (24) months after the
effective date of a termination of Executive's employment or service with the
Company or a Parent or a Subsidiary or (ii) the Expiration Date;

               (b)  as a result of the Executive's death or Disability, the
Option shall be exercisable, by the Executive or the person or persons to whom
the Executive's rights under the Option pass by will or applicable law, or if no
such person has such right, the Executive's executors or administrators, for a
period beginning on the termination date and ending on the earlier to occur of
(i) twenty-four (24) months after the effective date of his termination of
employment or service with the Company or a Parent or Subsidiary or (ii) the
Expiration Date; or

               (c)  as a result of Executive's voluntary resignation (other than
for Good Reason) or as a result of termination by the Company for Cause, the
Option shall be exercisable for a period beginning on the termination date and
ending on the earlier to occur of (i) twelve (12) months after the effective
date of a termination of Executive's employment or service with the Company or a
Parent or Subsidiary or (ii) the Expiration Date.

          6.2  NOTICE OF OPTION EXERCISE. If the Executive wants to exercise the
Option, the Executive shall give written notice, in such form as the Company may
from time to time require, to the Company at its principal office by personal
delivery, by registered or certified mail, or by such other method as the
Company may permit. At minimum, the written notice shall identify the Option
being exercised, shall state the number of shares of Common Stock with respect
to which the Option is being exercised, and shall include payment for the shares
of Common Stock with respect to which the Option is being exercised. The payment



for shares of Common Stock acquired pursuant to the exercise of the Option shall
be made at the principal office of the Company as described in SECTION 7 below.

          6.3  ISSUANCE OF OPTION SHARES. Upon the exercise of the Option and
upon the receipt by the Company of the payment for the shares of Common Stock
pursuant to the exercise of the Option, the Company shall deliver or cause to be
delivered, within a reasonable time, to the Executive exercising the Option a
certificate or certificates for the number of shares of 
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Common Stock with respect to which the Option is exercised. The shares of Common
Stock shall be registered in the name of the exercising Executive or in such
name jointly with the Executive as the Executive may direct in the written
notice of exercise.

     7.   PAYMENT.

          7.1  ACCEPTABLE METHODS OF PAYMENT. The Option Price of shares of
Common Stock subject to the Option and any tax withholding obligations arising
as a result of the exercise of any portion of the Option may be paid in any
combination of the following permitted forms of payment.

               (a)  in United States dollars in cash or by check made payable to
the Company;

               (b)  delivery of an irrevocable and unconditional undertaking by
a creditworthy broker to deliver promptly to the Company sufficient funds to pay
the Option Price or the amount of any applicable withholding taxes, or delivery
by the Executive to the Company of a copy of irrevocable and unconditional
instructions to a creditworthy broker to delivery promptly to the Company cash
or a check sufficient to pay the Option Price or the amount of any applicable
withholding taxes;

               (c)  by surrender of shares of Common Stock having an aggregate
Fair Market Value, as of the date of payment, equal to all or a portion of the
Option Price and the amount of any applicable withholding taxes, subject to the
terms and conditions of SECTION 7.2 below; or

               (d)  by payment of such other lawful consideration as the Board
may determine.

          7.2  SURRENDER OF SHARES. Shares of Common Stock which may be
surrendered in satisfaction of all or any portion of the Option Price or any tax
withholding obligation that results from the exercise of any portion of this
Option include shares of Common Stock covered by the portion of the Option that
is being exercised and other shares of Common Stock held by the Executive;
provided that shares of Common Stock surrendered to pay the Option Price shall
be held by the Executive for at least six months as of the date of payment.

     8.   NONTRANSFERABILITY. The Option shall not be assignable or transferable
by the Executive except by will or by the laws of descent and distribution and
during the lifetime of the Executive shall be exercisable only by the Executive,
except as provided in this Section 8. The Executive may, during his lifetime,
transfer the Option, in whole or in part, to a Permitted Transferee. The
transferred portion of the Option may be exercised only by the person or persons
who acquire a proprietary interest in the Option pursuant to the transfer. The
terms applicable to the transferred portion of the Option shall be the same as
those in effect for the Option under this Agreement immediately prior to the
transfer.
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     9.   CAPITAL ADJUSTMENTS.

          9.1  ADJUSTMENTS TO COMMON STOCK. In connection with the occurrence of
any stock split, stock dividend, recapitalization, reorganization, merger
consolidation, combination, exchange of shares, liquidation, spin-off or other
similar change in capitalization or event of the Company, or any distribution to
holders of shares of Common Stock other than a normal cash dividend, the number
and kind of shares of Common Stock issuable under this Option and the Option



Price of the portion of the Option outstanding as of such event shall be
adjusted (or substituted stock options may be made), to the extent the Board
shall determine, in good faith, that such adjustment (or substitution) is
necessary and appropriate, to reflect such event. On the occurrence of a Change
of Control described in SECTION 1.1(A) hereof (and limited to such event), the
Board may provide for the following: (i) that the unexercised portion of the
Option outstanding on the occurrence of a Change of Control described in SECTION
1.1(A) hereof shall be assumed or an equivalent Option be substituted by the
acquiring or succeeding corporation (or an affiliate thereof), or (ii) that,
upon written notice delivered to the Executive, the unexercised portion of the
Option outstanding on the occurrence of a Change of Control described in SECTION
1.1(A) shall terminate effective as of such date or as of such earlier date as
may be specified by the Board in a written notice delivered to the Executive.

          9.2  BOARD DETERMINATIONS. To the extent that the foregoing
adjustments relate to shares of Common Stock or other securities, such
adjustments shall be made by the Board, whose determination in that respect
shall be final, binding and conclusive; provided that if stock options granted
under the Hybridon, Inc. Amended and Restated 1997 Stock Option Plan ("PLAN")
are adjusted in connection with one or more of the events described in this
SECTION 9, the Option shall be adjusted in a manner that is not less favorable
than adjustments to stock options granted under the Plan.

     10.  AMENDMENT. The Board may amend this Agreement, provided that no
amendment to this Agreement shall become effective before the Board obtains the
Executive's consent to such amendment. In order to fully protect the interests
of the Executive, the Board may correct any defect, supply any omission or
reconcile any inconsistency between the terms of this Agreement and the terms of
the Employment Agreement.

     11.  RIGHTS AS A SHAREHOLDER. Except as otherwise provided by the Board,
the Executive shall have no rights as a shareholder with respect to any shares
of Common Stock covered by this Agreement until becoming the record holder of
such shares.

     12.  NO FRACTIONAL SHARES. No fractional shares of Common Stock shall be
issued or delivered under this Agreement. Any fractional shares shall be settled
in cash, property, or other securities, as determined by the Board.

     13.  REGISTRATION OF SHARES. The Company shall take all such actions as are
necessary to ensure the unrestricted transferability of the shares of Common
Stock issuable upon the exercise, in whole or in part, of the Option, including
as may be required (i) the registration or qualification of the shares for sale
under the federal securities laws and applicable state securities laws, (ii)
listing of the shares on any stock exchange on which the Common Stock is listed
and (iii) securing any other necessary governmental approvals.

                                      -6-

     14.  WITHHOLDING. The Executive shall pay to the Company, or make provision
satisfactory to the Board for payment of, any taxes required by law to be
withheld in connection with the exercise of the Option not later than the date
of the event creating the tax liability. The Company may, to the extent
permitted by law, deduct any tax obligations not provided for in the preceding
sentence, from any payment of any kind otherwise due to the Executive.

     15.  NO RIGHT TO CONTINUED EMPLOYMENT OR SERVICE. Nothing in this Agreement
shall be deemed to give the Executive any right to be retained in employment by,
or to continue to provide service to, the Company for any period of time, and no
provision of this Agreement shall be deemed to interfere with the right of the
Company to terminate the employment or service of the Executive pursuant to the
terms of the Employment Agreement or any subsequent agreement between the
Executive and the Company.

     16.  SEVERABILITY. If any provision of this Agreement is, becomes, or is
deemed to be invalid, illegal, or unenforceable in any jurisdiction or as to the
Executive, such provision shall be construed or deemed amended to conform with
applicable laws, or if the provision cannot be so construed or deemed amended
without, in the discretion of the Board, materially altering the intent of the
Agreement, such provision shall be severed as to the jurisdiction or the
Executive and the remainder of this Agreement shall remain in full force and
effect.



     17.  NOTICES AND PAYMENTS. Any notice required or permitted to be given to
the Executive under this Agreement shall be in writing and shall be deemed
effective upon personal delivery or upon deposit in the United States mail with
postage and fees prepaid. Any notice or communication required or permitted to
be given to the Company under this Agreement shall be in writing, addressed to
the Secretary of the Company at the Company's principal office and shall be
deemed effective upon personal delivery or upon deposit in the United States
mail with postage and fees prepaid.

     18.  HEADINGS. The headings in this Agreement are for convenience of

reference only and shall not be deemed a part of this Agreement for purposes of
the interpretation or construction of this Agreement.

     19.  GOVERNING LAW. The validity and construction of this Agreement shall
be governed by the laws of the State of Delaware without giving effect to any
conflict of law rules that would require the application of the laws of any
jurisdiction other than the internal laws of the State of Delaware to the rights
and duties of the parties, except to the extent the laws of the State of
Delaware are preempted by federal law.
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     IN WITNESS WHEREOF, the Company has caused this Agreement to be duly
executed by an officer of the Company, and the Executive has accepted and signed
this Agreement to be effective as of the Effective Date.

                                          HYBRIDON, INC.,
                                          a Delaware corporation

                                          By: /s/ Robert G. Andersen
                                             ----------------------------------
                                             Title: CFO

ACCEPTED:

/s/ Sudhir Agrawal
--------------------------------
Sudhir Agrawal

BOS1 #1265418 v2
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                                                                    EXHIBIT 10.3

                                 HYBRIDON, INC.

                      NON-STATUTORY STOCK OPTION AGREEMENT

                      (FOR 500,000 SHARES OF COMMON STOCK)

     This Non-Statutory Stock Option Agreement ("AGREEMENT") between Hybridon,
Inc., a Delaware corporation, (the "COMPANY") and Sudhir Agrawal, an individual
resident of the Commonwealth of Massachusetts (the "Executive"), is effective as
of July 25, 2001 ("EFFECTIVE DATE"). This Agreement evidences the grant of a
nonqualified stock option to the Executive effective as of the Effective Date,
subject to the terms and conditions herein.

     1.   DEFINITIONS. All capitalized terms that are not otherwise defined in
this Agreement shall have the meanings set forth below:

          1.1  ACQUISITION EVENT means:

               (a)  any merger or consolidation which results in the voting
securities of the Company outstanding immediately prior thereto representing
(either by remaining outstanding or by being converted into voting securities of
the surviving or acquiring entity) less than 60% of the combined voting power of
the voting securities of the Company or such surviving or acquiring entity
outstanding immediately after such merger or consolidation;

               (b)  any sale of all or substantially all of the assets of the
Company;

               (c)  the complete liquidation of the Company; or

               (d)  the acquisition of "beneficial ownership" (as defined in
Rule 13d-3 under the Exchange Act) of securities of the Company representing 50%
or more of the combined voting power of the Company's then outstanding
securities (other than through a merger or consolidation or an acquisition of
securities directly from the Company) by any "person," as such term is used in
Sections 13(d) and 14(d) of the Exchange Act, other than the Company, any
trustee or other fiduciary holding securities under an employee benefit plan of
the Company or any corporation owned directly or indirectly by the stockholders
of the Company in substantially the same proportion as their ownership of stock
of the Company (an event specified in this clause (iv) being referred to as a
"CREEPING TENDER").

          1.2  BOARD means the Board of Directors of the Company.

          1.3  CAUSE means the Executive's (i) material breach of any material
terms of the Employment Agreement (as defined below), (ii) plea of guilty or
nolo contendre to, or conviction of, the commission of a felony offense, (iii)
repeated unexplained or unjustified absence, or refusals to carry out the lawful
directions of the Board, or (iv) material breach of a fiduciary duty owed to the
Company under the Employment Agreement, provided that any action or inaction
described by (i), (iii), or (iv), above, shall not be the basis of a termination
of the Executive's employment with the Company for "Cause" unless the Company
provided the 

Executive with at least twenty days advance written notice specifying in
reasonable detail the conduct in need of being cured and such conduct was not
cured within the notice period.

          1.4  CHANGE OF CONTROL means the occurrence of any of the following
events:

               (a)  a change in the composition of the Board over a period of
thirty-six consecutive months or less such that a majority of the members of the
Board ceases to be comprised of individuals who are Continuing Members; for such
purpose, a "Continuing Member" means an individual who is a member of the Board
on the date of the Employment Agreement and any successor of a Continuing Member
who is elected to the Board or nominated for election by action of a majority of
Continuing Members then serving on the Board; or

               (b)  the consummation of an Acquisition Event other than an IP



Divestiture.

          1.5  CODE means the Internal Revenue Code of 1986, as amended.

          1.6  COMMON STOCK means common stock of the Company, having $0.001 par
value.

          1.7  COMPANY shall have the meaning set forth in the introductory
paragraph hereof.

          1.8  DISABILITY means the inability of the Executive to perform all
the material duties of the Executive's position for a continuous period of at
least 90 days due to a permanent physical or mental impairment, as determined
and certified by a physician selected by the Executive and with the concurrence
of a physician selected by the Company, provided that if the physician selected
by the Executive and the physician selected by the Company do not agree
regarding the determination and certification, a determination and certification
rendered by an independent physician mutually agreed upon by the Executive and
the Company shall be final and binding on the parties with respect to this
Agreement.

          1.9  EMPLOYMENT AGREEMENT means the employment agreement by and
between the Company and the Executive, effective as of April 1, 2002, including
any subsequent amendments.

          1.10 EMPLOYMENT PERIOD means the period during which the Employment
Agreement is in effect, as determined under Section 3 of the Employment
Agreement.

          1.11 EXCHANGE ACT means the Securities Exchange Act of 1934, as
amended.

          1.12 EXECUTIVE, solely for purposes of this Agreement, includes a
Permitted Transferee.

          1.13 FAIR MARKET VALUE means, with respect to any property (including,
without limitation, any shares of Common Stock or other securities of the
Company), the fair market value of such property determined in good faith by
such methods or procedures as shall be established from time to time by the
Board. Notwithstanding the preceding sentence, where 
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there exists a public market for the Common Stock, the Fair Market Value of a
share of Common Stock shall be the closing price for a share of Common Stock for
the last market trading date prior to the time of the determination (or, if no
closing price was reported on that date, on the last trading date on which a
closing price was reported) on the stock exchange determined by the Board to be
the primary market for the Common Stock, as reported in The Wall Street Journal
or such other source as the Board deems reliable.

          1.14 GOOD REASON means the occurrence of one or more of the following:

               (a)  any action by the Company which results in a material
diminution of Executive's position, title, annual base salary, authority, duties
or responsibilities or reporting structure;

               (b)  any material breach of the Employment Agreement by the
Company which is not remedied by the Company within 30 days after receipt by the
Company of notice thereof given by the Executive specifying in reasonable detail
the alleged breach;

               (c)  failure to elect the Executive to serve on the Board during
the Employment Period; or

               (d)  relocation of the Company's headquarters outside Cambridge,
Massachusetts or 10 miles east of the Worcester area, except in the event of a
change in the location of the headquarters of the Company to a site within the
continental United States following a Change of Control.

          1.15 IP DIVESTITURE means a sale or licensing by the Company of all or
substantially all of its assets (including patents, patent applications and
know-how) relating to any one of its technology platforms.



          1.16 OPTION PRICE means the purchase price paid by the Executive for
each share of Common Stock purchased under this Agreement.

          1.17 PARENT means a parent corporation, as such term is defined under
Section 424(e) and (g) of the Code, with respect to the Company.

          1.18 PERMITTED TRANSFEREE means the spouse, mother, father, sister,
brother, or lineal descendant(s) of the Executive named in this Agreement or a
trust established exclusively for the benefit of one or more such individuals.

          1.19 SUBSIDIARY means a subsidiary corporation, as such term is
defined under Section 424(f) and (g) of the Code, with respect to the Company.

     2.   GRANT. The Company hereby grants to the Executive the right (the
"OPTION") to purchase all or any part of an aggregate of 500,000 shares of
Common Stock, subject to adjustment pursuant to Section 9 below. The Option is
in all respects limited and conditioned as provided in this Agreement. This
Option shall be a nonqualified stock option and is not intended to satisfy the
requirements of Section 422 of the Code.
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     3.   VESTING. The Executive may exercise the Option in accordance with the
terms of this Agreement, in whole or in part, to the extent that the Executive's
rights under the Option have vested.

          3.1  VESTING SCHEDULE. The Option shall vest in its entirety on
September 1, 2006, subject to earlier vesting as described in SECTION 3.2 below.

          3.2  ACCELERATION. Notwithstanding the vesting schedule in SECTION 3.1
above, vesting of the Option shall be accelerated as described in this SECTION
3.2 upon the occurrence of the following events:

               (a)  CHANGE OF CONTROL; IP DIVESTITURE. In the event of a Change
of Control or IP Divestiture, the unvested portion of the Option shall become
fully vested and nonforfeitable as of the date that is ten business days before
the effective date of a Change of Control.

               (b)  Termination of Employment.

                    (i)  Other than for Death, Disability, or Cause. If the
     Executive's employment with the Company is terminated by the Company other
     than on account of the Executive's death, Disability, or for Cause, the
     Option shall vest as of the date of such termination of employment to the
     extent the Option would have vested during the following thirty-six (36)
     months (or portion thereof) remaining in the Employment Period had the
     Executive's employment not been terminated.

                    (ii) DEATH. If the Executive's employment with the Company
     is terminated by reason of the Executive's death, the Option shall vest as
     of the date of such termination of employment to the extent the Option
     would have vested during the following twenty-four (24) months (or portion
     thereof) remaining in the Employment Period had the Executive's employment
     not been terminated.

                    (iii) DISABILITY. If the Executive's employment with the
     Company is terminated by the Company for Disability pursuant to Section
     7(a)(ii) of the Employment Agreement, the Option shall vest as of the date
     of such termination of employment to the extent the Option would have
     vested during the following twenty-four (24) months (or portion thereof)
     remaining in the Employment Period had the Executive's employment not been
     terminated.

                    (iv) TERMINATION BY THE EXECUTIVE FOR GOOD REASON. If the
     Executive terminates his employment with the Company for Good Reason, the
     Option shall vest as of the date of such termination of employment to the
     extent the Option would have vested during the following thirty-six (36)
     months (or portion thereof) remaining in the Employment Period had the
     Executive's employment not been terminated.

                    (v)  TERMINATION FOR CAUSE OR VOLUNTARY RESIGNATION (OTHER
     THAN FOR GOOD REASON). If the Executive's employment with the Company is



     terminated by the Company for Cause or by the Executive through his
     voluntary 
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     resignation (other than for Good Reason), the portion of the Option that
     has not vested shall terminate as of such termination of employment.

               (c)  BOARD'S DISCRETION. In addition to the automatic
acceleration of the vesting schedule as prescribed in subparagraphs (a) and (b)
above, the Board may, at any time, in its sole discretion, provide that any
unvested portion of the Option shall become immediately vested in full or in
part.

     4.   OPTION PRICE. The Option Price of each share of Common Stock covered
by the Option shall be $ 0.825, subject to adjustment pursuant to Section 9
below.

     5.   TERM. The Option shall expire on July 25, 2011 ("EXPIRATION DATE"), to
the extent the Executive has not exercised the Option in full before the
Expiration Date.

     6.   EXERCISE.

          6.1  EXPIRATION DATE FOR OPTION EXERCISE. The Executive may exercise
the vested portion of this Option, in full or in part, before the Expiration
Date, provided that if the Executive's employment or service with the Company or
a Parent or Subsidiary is terminated:

               (a)  by the Company, a Parent or a Subsidiary for any reason
other than death, Disability, or for Cause or by the Executive for Good Reason,
the Option shall be exercisable for a period beginning on the termination date
and ending on the earlier to occur of (i) twenty-four (24) months after the
effective date of a termination of Executive's employment or service with the
Company or a Parent or a Subsidiary or (ii) the Expiration Date;

               (b)  as a result of the Executive's death or Disability, the
Option shall be exercisable, by the Executive or the person or persons to whom
the Executive's rights under the Option pass by will or applicable law, or if no
such person has such right, the Executive's executors or administrators, for a
period beginning on the termination date and ending on the earlier to occur of
(i) twenty-four (24) months after the effective date of his termination of
employment or service with the Company or a Parent or Subsidiary or (ii) the
Expiration Date; or (c) as a result of Executive's voluntary resignation (other
than for Good Reason) or as a result of termination by the Company for Cause,
the Option shall be exercisable for a period beginning on the termination date
and ending on the earlier to occur of (i) twelve (12) months after the effective
date of a termination of Executive's employment or service with the Company or a
Parent or Subsidiary or (ii) the Expiration Date.

          6.2  NOTICE OF OPTION EXERCISE. If the Executive wants to exercise the
Option, the Executive shall give written notice, in such form as the Company may
from time to time require, to the Company at its principal office by personal
delivery, by registered or certified mail, or by such other method as the
Company may permit. At minimum, the written notice shall identify the Option
being exercised, shall state the number of shares of Common Stock with respect
to which the Option is being exercised, and shall include payment for the shares
of Common Stock with respect to which the Option is being exercised. The payment
for shares of Common Stock acquired pursuant to the exercise of the Option shall
be made at the principal office of the Company as described in SECTION 7 below.
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          6.3  ISSUANCE OF OPTION SHARES. Upon the exercise of the Option and
upon the receipt by the Company of the payment for the shares of Common Stock
pursuant to the exercise of the Option, the Company shall deliver or cause to be
delivered, within a reasonable time, to the Executive exercising the Option a
certificate or certificates for the number of shares of Common Stock with
respect to which the Option is exercised. The shares of Common Stock shall be
registered in the name of the exercising Executive or in such name jointly with
the Executive as the Executive may direct in the written notice of exercise.



     7.   PAYMENT.

          7.1  ACCEPTABLE METHODS OF PAYMENT. The Option Price of shares of
Common Stock subject to the Option and any tax withholding obligations arising
as a result of the exercise of any portion of the Option may be paid in any
combination of the following permitted forms of payment.

               (a)  in United States dollars in cash or by check made payable to
the Company;

               (b)  delivery of an irrevocable and unconditional undertaking by
a creditworthy broker to deliver promptly to the Company sufficient funds to pay
the Option Price or the amount of any applicable withholding taxes, or delivery
by the Executive to the Company of a copy of irrevocable and unconditional
instructions to a creditworthy broker to delivery promptly to the Company cash
or a check sufficient to pay the Option Price or the amount of any applicable
withholding taxes;

               (c)  by surrender of shares of Common Stock having an aggregate
Fair Market Value, as of the date of payment, equal to all or a portion of the
Option Price and the amount of any applicable withholding taxes, subject to the
terms and conditions of SECTION 7.2 below; or

               (d)  by payment of such other lawful consideration as the Board
may determine.

          7.2  SURRENDER OF SHARES. Shares of Common Stock which may be
surrendered in satisfaction of all or any portion of the Option Price or any tax
withholding obligation that results from the exercise of any portion of this
Option include shares of Common Stock covered by the portion of the Option that
is being exercised and other shares of Common Stock held by the Executive;
provided that shares of Common Stock surrendered to pay the Option Price shall
be held by the Executive for at least six months as of the date of payment.

     8.   NONTRANSFERABILITY. The Option shall not be assignable or transferable
by the Executive except by will or by the laws of descent and distribution and
during the lifetime of the Executive shall be exercisable only by the Executive,
except as provided in this Section 8. The Executive may, during his lifetime,
transfer the Option, in whole or in part, to a Permitted Transferee. The
transferred portion of the Option may be exercised only by the person or persons
who acquire a proprietary interest in the Option pursuant to the transfer. The
terms applicable to the transferred portion of the Option shall be the same as
those in effect for the Option under this Agreement immediately prior to the
transfer.
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     9.   CAPITAL ADJUSTMENTS.

          9.1  ADJUSTMENTS TO COMMON STOCK. In connection with the occurrence of
any stock split, stock dividend, recapitalization, reorganization, merger
consolidation, combination, exchange of shares, liquidation, spin-off or other
similar change in capitalization or event of the Company, or any distribution to
holders of shares of Common Stock other than a normal cash dividend, the number
and kind of shares of Common Stock issuable under this Option and the Option
Price of the portion of the Option outstanding as of such event shall be
adjusted (or substituted stock options may be made), to the extent the Board
shall determine, in good faith, that such adjustment (or substitution) is
necessary and appropriate, to reflect such event. On the occurrence of a Change
of Control described in SECTION 1.1(A) hereof (and limited to such event), the
Board may provide for the following: (i) that the unexercised portion of the
Option outstanding on the occurrence of a Change of Control described in SECTION
1.1(A) hereof shall be assumed or an equivalent Option be substituted by the
acquiring or succeeding corporation (or an affiliate thereof), or (ii) that,
upon written notice delivered to the Executive, the unexercised portion of the
Option outstanding on the occurrence of a Change of Control described in SECTION
1.1(A) shall terminate effective as of such date or as of such earlier date as
may be specified by the Board in a written notice delivered to the Executive,
provided that if the Board issues a notice regarding the termination of the
unexercised portion of the Option pursuant to this clause (ii), the effective
date of such termination shall not precede any vesting acceleration date
described in SECTION 3.2(A) hereof.



          9.2  BOARD DETERMINATIONS. To the extent that the foregoing
adjustments relate to shares of Common Stock or other securities, such
adjustments shall be made by the Board, whose determination in that respect
shall be final, binding and conclusive; provided that if stock options granted
under the Hybridon, Inc. Amended and Restated 1997 Stock Option Plan ("Plan")
are adjusted in connection with one or more of the events described in this
SECTION 9, the Option shall be adjusted in a manner that is not less favorable
than adjustments to stock options granted under the Plan.

     10.  AMENDMENT. The Board may amend this Agreement, provided that no
amendment to this Agreement shall become effective before the Board obtains the
Executive's consent to such amendment. In order to fully protect the interests
of the Executive, the Board may correct any defect, supply any omission or
reconcile any inconsistency between the terms of this Agreement and the terms of
the Employment Agreement.

     11.  RIGHTS AS A SHAREHOLDER. Except as otherwise provided by the Board,
the Executive shall have no rights as a shareholder with respect to any shares
of Common Stock covered by this Agreement until becoming the record holder of
such shares.

     12.  NO FRACTIONAL SHARES. No fractional shares of Common Stock shall be
issued or delivered under this Agreement. Any fractional shares shall be settled
in cash, property, or other securities, as determined by the Board.

     13.  REGISTRATION OF SHARES. The Company shall take all such actions as are
necessary to ensure the unrestricted transferability of the shares of Common
Stock issuable upon the exercise, in whole or in part, of the Option, including
as may be required (i) the registration 
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or qualification of the shares for sale under the federal securities laws and
applicable state securities laws, (ii) listing of the shares on any stock
exchange on which the Common Stock is listed and (iii) securing any other
necessary governmental approvals.

     14.  WITHHOLDING. The Executive shall pay to the Company, or make provision
satisfactory to the Board for payment of, any taxes required by law to be
withheld in connection with the exercise of the Option not later than the date
of the event creating the tax liability. The Company may, to the extent
permitted by law, deduct any tax obligations not provided for in the preceding
sentence, from any payment of any kind otherwise due to the Executive.

     15.  NO RIGHT TO CONTINUED EMPLOYMENT OR SERVICE. Nothing in this Agreement
shall be deemed to give the Executive any right to be retained in employment by,
or to continue to provide service to, the Company for any period of time, and no
provision of this Agreement shall be deemed to interfere with the right of the
Company to terminate the employment or service of the Executive pursuant to the
terms of the Employment Agreement or any subsequent agreement between the
Executive and the Company.

     16.  SEVERABILITY. If any provision of this Agreement is, becomes, or is
deemed to be invalid, illegal, or unenforceable in any jurisdiction or as to the
Executive, such provision shall be construed or deemed amended to conform with
applicable laws, or if the provision cannot be so construed or deemed amended
without, in the discretion of the Board, materially altering the intent of the
Agreement, such provision shall be severed as to the jurisdiction or the
Executive and the remainder of this Agreement shall remain in full force and
effect.

     17.  NOTICES AND PAYMENTS. Any notice required or permitted to be given to
the Executive under this Agreement shall be in writing and shall be deemed
effective upon personal delivery or upon deposit in the United States mail with
postage and fees prepaid. Any notice or communication required or permitted to
be given to the Company under this Agreement shall be in writing, addressed to
the Secretary of the Company at the Company's principal office and shall be
deemed effective upon personal delivery or upon deposit in the United States
mail with postage and fees prepaid.

     18.  HEADINGS. The headings in this Agreement are for convenience of
reference only and shall not be deemed a part of this Agreement for purposes of



the interpretation or construction of this Agreement.

     19.  GOVERNING LAW. The validity and construction of this Agreement shall
be governed by the laws of the State of Delaware without giving effect to any
conflict of law rules that would require the application of the laws of any
jurisdiction other than the internal laws of the State of Delaware to the rights
and duties of the parties, except to the extent the laws of the State of
Delaware are preempted by federal law.

                  [REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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     IN WITNESS WHEREOF, the Company has caused this Agreement to be duly
executed by an officer of the Company, and the Executive has accepted and signed
this Agreement to be effective as of the Effective Date.

                                      HYBRIDON, INC.,
                                      a Delaware corporation

                                      By: /s/ Robert G. Andersen
                                         -----------------------------------
                                         Title: CFO

ACCEPTED:

/s/ Sudhir Agrawal
--------------------------------
Sudhir Agrawal

BOS1 #1262477 v1
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                                                                    Confidential

                                                                    Exhibit 10.4

                              CONSULTING AGREEMENT

         This Consulting Agreement (the "Agreement") is made effective as of
this 1st day of October, 2002, by and between HYBRIDON, INC., a Delaware
corporation with its principal place of business at 345 Vassar Street,
Cambridge, MA 02139 USA ("Hybridon"), and Pillar SA, a French Limited Liability
company with offices located at 4, Rue des Cerisoles, 75008 Paris, France
("Pillar SA"). In consideration of the mutual promises contained herein and
other good and valuable consideration, the receipt and sufficiency of which is
acknowledged, the parties agree as follows:

1. ENGAGEMENT AND SERVICES. Hybridon hereby engages Pillar SA to render, and
Pillar agrees to perform, the consulting services described in EXHIBIT A
attached hereto and other such services as may be agreed to in writing by
Hybridon and Pillar SA from time to time.

2. TERM. The term of this Agreement the "Consulting Period") shall be deemed to
have commenced as of October 1, 2002 and shall continue until January 31, 2003
or upon the early termination by either party pursuant to Section 3.

3.       EARLY TERMINATION.

(a)      This Agreement may be terminated without cause by either party upon not
         less than fifteen (15) days prior written notice by either party to the
         other.

(b)      If Pillar SA ceases performing its Duties under Section 3(a), then the
         consulting fee shall cease and terminate as of such date.

(c)      Upon termination under Section 3(a), neither party shall have any
         further obligations under this Agreement, except for the obligations
         which by their terms survive this termination as noted in Section 18
         hereof. Upon termination and, in any case, upon Hybridon's request,
         Pillar SA shall return immediately to Hybridon all Confidential
         Information, as hereinafter defined, and copies thereof.

4. COMPENSATION. Hybridon shall pay to Pillar SA, monthly in arrears within
fifteen (15) days of the last day of the calendar month in which an invoice is
received from Pillar SA, a consulting fee and expenses as described and detailed
in EXHIBIT B attached hereto. Pillar SA, its employees or agents shall not be
entitled to any benefits, coverages, or privileges, including those made
available to the employees of Hybridon.

5. CONFIDENTIALITY AND ASSIGNMENT OF INVENTIONS. Pillar SA acknowledges that it
has, through its duly authorized officer, on or prior to the date of this
Agreement, executed and delivered to Hybridon Confidential Disclosure Agreement
(the "Confidentiality Agreement"); such Confidentiality Agreement is attached
hereto at EXHIBIT C. Pillar SA hereby affirms and ratifies its obligations
thereunder.

6.       NONCOMPETITION.  
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(a)      During the Consulting Period, Pillar SA shall not engage in any
         consulting, employment, business, or other activity involving
         developing, producing, marketing, performing, or selling products or
         services of the kind or type contemplated (to the knowledge of Pillar
         SA), under development, produced, marketed, performed, or sold by
         Hybridon while Pillar SA during the Consulting Period, and Pillar SA
         shall not assist any other person or organization in developing,
         producing, marketing, performing, or selling such products or services
         without the prior written consent of Hybridon.

(b)      Notwithstanding any other provision of this Agreement, for a period of
         one (1) year after termination of this Agreement, Pillar SA shall not,
         directly or indirectly, employ, solicit for employment, or advise or



         recommend to any other person that such other person employ or solicit
         for employment, any person employed or under contract, whether as a
         consultant, employee or otherwise, by or to Hybridon during the period
         of such person's association with Hybridon and one year thereafter.

(c)      If any restriction set forth in this Section 5 is found by any court of
         competent jurisdiction to be unenforceable because it extends for too
         long a period of time, over too great a range of activities, in too
         broad a geographic area, or for any other reason, it shall be
         interpreted to extend only to the maximum extent, whether period of
         time, range of activities, geographic area or other term, as to which
         it may be enforceable.

7. NOTICES. All notices required or permitted under this Agreement shall be in
writing and shall be deemed effective (i) upon personal delivery, (ii) two
business days after deposit with an express courier service for delivery no
later than two business days after such deposit, addressed to the other party at
the address shown above, or at such other address or addresses as either party
shall designate to the other in accordance with this section 7, or (iii) upon
confirmation of transmittal by telecopy, with a hard copy sent in accordance
with the preceding clause (ii), to the telecopy number set forth beneath a
party's signature below or at such other telecopy number or numbers as either
party shall designate to the other in accordance with this section 7.

8. ENTIRE AGREEMENT. This Agreement, together with the Confidentiality
Agreement, constitute the entire agreement between the parties with respect to,
and supersede all prior agreements and understandings, whether written or oral,
relating to, the subject matter of this Agreement. This Agreement may be amended
only by the prior written consent of both parties.

9. REPRESENTATIONS AND WARRANTIES. Pillar SA represents and warrants (i) that
its retention as a consultant with Hybridon and its performance under this
Agreement does not, and shall not, breach any agreement, whether written or
oral, that obligates it to keep in confidence any trade secrets or confidential
or proprietary information of it or of any other party or to refrain from
competing, directly or indirectly, with the business of any other party, (ii)
that each of its officers, agents and employees who may have contact with
Confidential or proprietary information under this Agreement or who may
otherwise be involved with provision of services by Pillar SA hereunder shall be
bound by agreements relating to the nondisclosure of confidential information
and assignment on terms substantially identical to those contained in the
Confidentiality Agreement 
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attached at EXHIBIT C hereto, (iii) that the performance of the Duties and
Services as defined in Exhibit A hereto, called for by this Agreement do not and
will not violate any applicable law, rule, regulation or any other proprietary
or other right of any third party, and (iv) that Pillar SA will not use in the
performance of its responsibilities under this Agreement any confidential or
proprietary information of any other person or entity.

10. INDEMNIFICATION. Pillar SA hereby indemnifies and agrees to defend and hold
harmless Hybridon, its officers and employees from and against any and all
claims, demands, and actions, and any liabilities, damages or expenses resulting
therefrom, including court costs and reasonable attorney's fees, arising out of
or relating to the Duties and Services performed by Pillar SA under this
Agreement or the representations and warranties made by Pillar SA pursuant to
Section 9 hereof. Hybridon hereby indemnifies and agrees to defend and hold
harmless Pillar SA, its officers and employees from and against any and all
claims, demands, and actions, and any liabilities, damages or expenses resulting
therefrom, including court costs and reasonable attorney's fees, arising out of
or relating to the duties under this Agreement.

11. GOVERNING LAW. This Agreement shall be construed, interpreted and enforced
in accordance with the laws of the Commonwealth of Massachusetts, United States
of America without giving effect to conflict of laws provisions, whether foreign
or domestic.

12. SUCCESSORS AND ASSIGNS. This Agreement shall be binding upon and inure to
the benefit of the parties hereto and their respective heirs, successors and
assigns. This Agreement may be assigned by Hybridon in connection with a merger
or sale of all or substantially all of its assets, and in other instances with



Pillar's SA consent which consent shall not be unreasonably withheld or delayed.
This Agreement may not be assigned by Pillar SA without Hybridon's prior written
consent.

13. NECESSARY ACTS. Pillar SA agrees to perform any further acts and execute and
deliver any documents that may be reasonably necessary to carry out the
provisions of this Agreement.

14. COMPLIANCE WITH LAW. In connection with the services and duties rendered
hereunder, Pillar SA agrees to abide by all United States federal, state and
local laws, ordinances and regulations and all other applicable laws, ordinances
and regulations.

15. REMEDY FOR BREACH. The parties agree that in the event of breach or
threatened breach of this Agreement, the damage or imminent damage to the value
and the goodwill of Hybridon's business will be immeasurable, therefore any
remedy at law or in damages may be inadequate. Accordingly, the parties agree
that Hybridon shall be entitled to, in addition to any and all remedies of law,
the right to an injunction, specific performance or other equitable relief to
prevent the violation or threatened violation of Pillar's SA obligations
hereunder.

16. WAIVER. Any waiver by either party of a breach of any provision of this
Agreement shall not operate or be construed as a waiver of any subsequent breach
of the same or any other provision hereof. All waivers by shall be in writing.

                                     - 3 -

17. INDEPENDENT CONTRACTOR. The relationship between Pillar SA and Hybridon
under this Agreement is that of independent contractor under a "work for hire"
relationship. All work product developed by Pillar SA shall be deemed owned and
assigned to Hybridon. This Agreement is not authority for Pillar SA to act or on
behalf of Hybridon as its agent or make commitments for Hybridon.

18. SURVIVAL. The provisions of Sections 5, 6, 9, 10, 11, 13, 14 and 15 of this
Agreement shall survive the expiration of the term or the early termination of
this Agreement. This Agreement supersedes all prior agreements, written or oral,
between Pillar SA and Hybridon relating to the subject matter of this Agreement.

19. EXECUTION AND COUNTERPARTS. This Agreement may be executed in two or more
counterparts, each of which shall constitute an original and all of which shall
be deemed a single agreement.

         IN WITNESS WHEREOF, the parties hereto have executed this Agreement as
of the day and year set forth above.

HYBRIDON, INC.                           PILLAR SA
                                                        
By: /s/ Stephen R. Seiler                By: /s/ Youssef El Zein
    ------------------------------       ----------------------------------
                                                         
Name:    Stephen R. Seiler               Name:    Youssef El Zein 
                                                             
Title:   Chief Executive Officer         Title:   Chief Executive Officer 
                                                        
Telecopy: 617.679.5542                   Telecopy: 011.331.4070.8009
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                                                                    Confidential
                                    EXHIBIT A

DUTIES AND SERVICES.

Hybridon's shareholder base continues to include a substantial percentage of
overseas shareholders. These shareholders have been long-term holders of



Hybridon securities and have continued to support Hybridon's business plan and
scientific discovery efforts.

          (a) Pillar's SA duties and responsibilities to Hybridon will consist 
of substantial support for the International Investor Relations ("IR") efforts
of Hybridon with the purpose of:

     1.   Maintaining the continued support of the current long term
          shareholders,

     2.   Increasing the visibility of Hybridon among European institutional
          investors

     3.   Actively seeking out the interest of new investors in Hybridon.

To achieve the above purpose, Pillar SA will work closely with Hybridon
management and at the request of Hybridon on the following services over the
Consulting Period:

     1.   Advise Hybridon on the structure of a new corporate presentation to
          address the international investors of Hybridon and to continuously
          update this presentation as the developments in Hybridon dictate.

     2.   Identify the current long-term  shareholders of Hybridon, establish
          direct contact, supply them with the latest corporate information
          package approved by Hybridon and maintain a dialogue to respond to
          their queries within the FD rules and regulations and all other
          applicable securities laws.

     3.   Identify interested biotech institutional investors in Europe and
          particularly in France, Belgium Denmark and Switzerland and develop
          their interest in Hybridon through information supply and direct
          meetings.

     4.   Organize frequent (at least once a month) conference calls between
          Hybridon management and interested existing and new investors to enter
          into direct dialogues following initial contact by Pillar SA.

     5.   Organize and participate in at least two "road shows" (or equivalent
          investor presentations) over the four month period, giving Hybridon
          management the opportunity to meet with new and exiting investors and
          generally raising awareness and interest in Hybridon.

(collectively, the "Duties" or "Services").

          (b) Pillar SA agrees that during the Consulting Period it will devote
at least ten (10) days per month to its Duties. Pillar SA will supply Hybridon
management with periodic progress reports on its activities to include the
following:

     1.   Lists of the long-term shareholders that will be contacted including
          their investment history in Hybridon and their investment objective.
          These are estimated to be in excess of 40 shareholders whose current
          holdings exceed 20 million shares of the outstanding common equity of
          Hybridon, all of whom participated in the EEP in the summer of 2001.

     2.   Reactions and questions raised by these shareholders for Hybridon to
          respond to.
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     3.  Lists of new investors contacted, including their profile and
         investment objective to allow Hybridon to position itself with these
         new investors to respond to their investment criteria.

     4.  Questions raised by the new investors for Hybridon to address in their 
         periodic conference calls and road shows to be organized by Pillar SA.

Pillar SA will continue to enter into discussions with Hybridon management to
update the proposed IR campaign and to recommend IR strategy to respond to the
findings so as to render this campaign an interactive and responsive one to
ensure its success. The information supplied by Pillar SA to Hybridon during
this Consulting Period will be comprehensive to allow Hybridon to update its



data base on its investors and to give Hybridon the tools to move forward in the
future with other campaigns as it sees fit.

In addition to the above, Hybridon may periodically provide Pillar SA with a
schedule of the requested hours, responsibilities and deliverables for the
applicable period of time. The Duties will be scheduled on an as-needed basis.

         (c) Pillar SA represents and warrants to Hybridon that it is under no
contractual or other restrictions or obligations which are inconsistent with the
execution of this Agreement, or which will interfere with the performance of
his/her Duties. Pillar SA represents and warrants that the execution and
performance of this Agreement will not violate any policies or procedures of any
other person or entity for which he/she performs Services concurrently with
those performed herein.

         (d) In performing the Services, Pillar SA shall comply, to the best of
his/her knowledge, with all business conduct, regulatory and health and safety
guidelines established by Hybridon for any governmental authority with respect
to Hybridon's business.
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                                    EXHIBIT B

CONSULTING FEES AND EXPENSES. 

         (a) Subject to the provisions hereof, Hybridon will pay Pillar SA a
consulting fee of fifteen thousand (US$15,000.00) Dollars for each full month of
Duties and Services, as described in Exhibit A, provided to the Company during
the term of this Agreement (the "Consulting Fee"). Pillar SA shall submit
monthly an invoice, including a listing of hours, the Duties and Services
performed and a summary of activities. Hybridon shall pay to Pillar SA, monthly
in arrears within fifteen (15) days of the last day of the calendar month in
which an invoice is received from Pillar SA.

         (b) Pillar SA shall be entitled to reimbursement for all expenses
incurred in the performance of its Duties or Services, upon submission and
approval of written statements and receipts in accordance with the then regular
procedures of Hybridon. In accordance with expense reimbursement rates approved
by Hybridon's Board of Directors, the following limits shall be in effect under
the Agreement:

     -   Hotel - not to exceed two hundred and seventy-five (US$275.00) dollars 
         per night; 

     -   Meals - not to exceed one hundred and twenty-five (US$125.00) dollars
         per day; 

     -   Airfare for International travel - Business Class 

     -   Airfare for travel within Europe or within the US - Economy Class 

     -   Total for all expenses during the term of the Agreement - not to 
         exceed twenty thousand (US$20,000.00) dollars over the period of 
         engagement without prior written approval.

         (c) Pillar SA agrees to pay all taxes including, self-employment taxes
and withholding taxes due in respect of the Consulting Fee and any other fees or
expenses payable hereto and to indemnify Hybridon in the event Hybridon is
required to pay any such taxes on behalf of Pillar SA.

                                     - 7 -

                                                                    Confidential

                                    EXHIBIT C

[Attach executed copy of Confidential Disclosure Agreement (Confidentiality
Agreement")]
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                CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,

                             AS ADOPTED PURSUANT TO

                  SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

       In connection with the Quarterly Report on Form 10-Q of Hybridon, Inc.
(the "Company") for the period ended September 30, 2002, as filed with the
Securities and Exchange Commission on the date hereof (the "Report"), the
undersigned, Stephen R. Seiler, Chief Executive Officer of the Company, hereby
certifies, pursuant to 18 U.S.C. Section 1350, that:

       (1) the Report fully complies with the requirements of Section 13(a) or
15(d) of the Securities Exchange Act of 1934; and

       (2) the information contained in the Report fairly presents, in all
material respects, the financial condition and results of operations of the
Company.
                                            /s/ Stephen R. Seiler
                                            ------------------------------------
Dated: October 23, 2002                     Stephen R. Seiler
                                            Chief Executive Officer

                CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,

                             AS ADOPTED PURSUANT TO

                  SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

       In connection with the Quarterly Report on Form 10-Q of Hybridon, Inc.
(the "Company") for the period ended September 30, 2002, as filed with the
Securities and Exchange Commission on the date hereof (the "Report"), the
undersigned, Robert G. Andersen, Chief Financial Officer of the Company, hereby
certifies, pursuant to 18 U.S.C. Section 1350, that:

       (1) the Report fully complies with the requirements of Section 13(a) or
15(d) of the Securities Exchange Act of 1934; and

       (2) the information contained in the Report fairly presents, in all
material respects, the financial condition and results of operations of the
Company.
                                            /s/ Robert. G. Andersen
                                            ------------------------------------
Dated: October 23, 2002                     Robert. G. Andersen
                                            Chief Financial Officer
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