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Item 1.01 Entry Into a M aterial Definitive Agreement

On December 15, 2005, the Board of Directors of Dyadic International, Inc. (“the Company”) approved the accel eration of vesting for the unvested portion of all
outstanding employee incentive stock options awarded from May 2001 to present under the Dyadic International, Inc. 2001 Equity Compensation Plan, as amended.
While the Company typically issues options that vest equally over four years, as aresult of this vesting acceleration, stock options to purchase approximately 1.2
million shares of the Company’s common stock, of which approximately 600,000 are held by the Company’s executive officers and directors, became immediately
exercisable. The exercise prices of the affected stock options range from $1.90 to $5.93 and the closing price of the Company’s common stock on December 15, 2005,
was $1.75.

The purpose of the accel erated vesting is to provide a non-cash benefit to the Company’s employees and to eliminate future compensation expense the Company
would otherwise recognize in itsincome statement with respect to these accel erated options upon the adoption of Financial Accounting Standards Board Statement of
Financial Accounting Standards No. 123 (Revised 2004), Share-Based Payment (“ SFAS 123R"). SFAS 123R is effective for thefirst fiscal year that begins after
December 15, 2005, and will require that compensation expense associated with stock options be recognized in the income statement, rather than as footnote disclosure
in the Company’s consolidated financial statements. The estimated future compensation expense associated with these accel erated options that would have been
recognized in the Company’s income statement upon implementation of SFAS 123R is approximately $1.3 million.
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