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The "Company" and "Vertex," asusedin thisAnnua Report on Form 10-K, refer to Vertex Pharmaceuticals Incorporated, a
M assachusetts corporation.

This Annual Report on Form 10-K contains forward-looking statements based on current management expectations. When usedin this
Report, the words "expects," "anticipates," "estimates," "plans," "believes," and similar expressions are intended to identify
forward-looking statements. Such statements are subject to risks and uncertainties. Factors that could cause actual results to differ from
these expectations include, but arenot limited to, those discussed in the section of Item 1 entitled "Risk Factors." These
forward-looking statements speak only as of the date of this Report. The Company expressly disclaims any obligation or undertaking
to release publicly any updates or revisionsto any forward-looking statements contained herein to reflect any changein the Company's
expectations with regard thereto or any change in the events, conditions or circumstances on which any such statement is based.

Vertex isaregistered trademark of Vertex Pharmaceuticals Incorporated, and Incel isatrademark of Vertex Pharmaceuticals
Incorporated. Agenerase is atrademark of the Glaxo Wellcome Group of companies.

PART I
ITEM 1. BUSINESS

Vertex is engaged in the discovery, development and commercialization of novel, small molecule pharmaceuticals for thetreatment of
diseases for which there are currently limited or no effective treatments. The Company is aleader in the use of structure-based drug
design, an approach to drug discovery that integrates advanced biology, biophysics, chemistry, andinformation technologiesin a
coordinated and simultaneousfashion. The Company believes that this integrated approach is applicable to therapeutic targetsina
broad range of diseases. Vertex's goal isto create a portfolio of highly specific, proprietary, small molecule drugs based oniits
knowledge of theatomic structure of proteins involved in the control of disease processes.

Agenerase-TM- for the treatment of HIV infection and AIDS is the Company'sfirst product to have a New Drug Application filed with
the U.S. FDA for marketing approval. The Company'sdrug candidates currently in clinical trialsinclude:

- Two compounds, Incel-TM- in Phasell, and VX-853, in Phase I/l clinical studiesfor treatment of cancer multidrug resistance; -
VX-497, an inhibitor of the enzyme IMPDH, currently in Phasell studiesfor thetreatment of psoriasis and hepatitis C virusinfection;
- Timcodar dimesylate, a neurophilin ligand compound in a Phase 11 study for the treatment of diabetic neuropathy; - VX-740, an
inhibitor of the enzyme ICE, that recently completed a Phase | clinical trial and may be useful in the treatment of inflammatory
diseases; and

- VX-745, aninhibitor of the enzyme p38 MAP kinase, currently in a Phase | clinical trial, that may be useful in the treatment of
inflammatory and neurological diseases.

In addition, the Company has research programs aimed at developing orally available small molecule compounds targeting
neurodegenerative disorders and hepatitis C virus infection.
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STRUCTURE-BASED DRUG DESIGN

Drugs arenatural or synthetic compounds that interact withatarget molecule, typically a protein, either to induce or to inhibit that
molecul€e's function withinthe human body. Traditionally, pharmaceutical products have been discovered through screening thousands
of compoundsin predictive assays for a chosen disease target. Vertex uses an information-driven drug design approach that integrates
multiple advanced technologies.

Vertex's discovery programs have yielded clinical drug candidatesin anaverage of 39 months from project initiation, two times faster
than theindustry average. Also, Vertex has at least one product candidate in clinical development from each of its first fiveresearch
programs. Incontrast, across the pharmaceutical industry an average of just 25% of all research projects result in adrug entering
clinical trials.

The drug discovery process is complex and involves multiple steps and disciplines. The key steps in the discovery and devel opment of
a compound for human testing (adrug candidate) typically include:

- identification of adrug target; - development of arelevant biological assay; - selection of compounds for screening; - identification of
alead molecule; - optimization of the lead molecule; and - preclinical development.
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The Company's approach to structure-based design is an integrated approach combining efforts in biology, biophysics and chemistry in
a coordinated and simultaneousfashion throughout the discovery process. This enablesthe Company to capture and apply information
generated in one scientific discipline across an entire project. In addition, Vertex leverages the information base from its programs to
capitalize on emerging therapeutic opportunities as they are discovered.

Vertex integrates a number of core technologies as part of the Company'sdrug discovery platform. Theseinclude:

- FUNCTIONAL GENOMICS. Vertex usesanumber of functional genomics techniques, such asgene knock-out mice, to help guide
target selection and test the potentia of its compounds in disease models.

- BIOPHY SICS. Vertex's crystallography group has solved more than a dozen structures and more than 200 target/inhibitor complexes
inthe past eight years. Vertex scientists have also pioneered innovative nuclear magnetic resonance (NMR) techniques, including the
use of NMR for screening and a proprietary technology called NMR-SHAPES that can rapidly identify classes of compounds with
appropriate binding properties.

- CHEMISTRY. Vertex applies combinatorial chemistry techniques together with a strategy of parallel synthesisto explorethe
suitability and activity of awide range of compounds.

- COMPUTER-BASED MODELING. Vertex applies advanced, proprietary computational modeling tools to guide combinatorial and
medicina chemistry effortsin identifyingand optimizing leads.

- PHARMACOLOGY. At Vertex, pharmacological testing and pharmacokinetic and pharmacodynamic modeling are used early inthe
drug discovery processto improvethe likelihood that compounds will possess desirable characteristics.
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The Company believes that itsintegrated structure-based approach to drug discovery and the applicability of this approach to a broad
range of protein targets provides the Company withsignificant competitive advantages in the discovery and devel opment of novel
therapeutics for a variety of diseases.

CORPORATE STRATEGY

Vertex is concentrating on the discovery and development of drugs for thetreatment of viral diseases, multidrug resistance in cancer,
autoimmune diseases, inflammatory diseases and neurological diseases. The Company'sresearch and development strategy is to
identify therapeutic areas in which thereis (i) an unmet clinical need, (ii) evidence that interaction withknown protein targets will
produce atherapeutic effect, and (iii) evidence that the protein targets will be appropriate for structural analysis using Vertex's
scientific approach.

The Company's business strategy is to develop some products independently and to form collaborations with pharmaceutical
companies in other programs for which they can provide resources and access to competencies complementary to Vertex'sin-house
capabilities. Corporate collaborations with other pharmaceutical companies allow Vertex to sharethe inherent risks of drug
development and allocate the Company'sinternal resources more effectively. The financia support, as well as theresources in
development, marketing and sales, provided by corporate collaborators has allowed Vertex to focus on expanding its clinical and
discovery pipeline. As Vertex increases its capabilities in manufacturing, marketing and sales, collaborative agreements will still
remain an important part of the Company's business strategy, allowing the Company to select from its broad pipeline those products
best suited to commercialization by the Company, whileretaining a substantial interest in the commercia success of partnered
projects. In itscollaborative agreements, Vertex seeks to participate, through manufacturing, co-promotion and marketingrights, in
generating significant downstream revenue for each of its products.

PRODUCT DEVELOPMENT AND RESEARCH PROGRAMS

The following are the Company's most advanced research and development programs.

CLINICAL DEVELOPMENT PROGRAMS

AGENERASE-TM-

OVERVIEW

Agenerase-TM- (Glaxo Wellcome's brand namefor the compound amprenavir) isthe Company's most advanced product. Agenerase, a
second generation HIV protease inhibitor, isan orally deliverable drug for the treatment of HIV infection and AIDS. It was developed
by Vertex in collaboration with Glaxo Wellcome plc. and Kissei Pharmaceutical Co., Ltd. Glaxo Wellcome has filed a New Drug
Application for Agenerase with the U.S. Food and Drug Administration in the United States and has made equivalent filings in Europe,
Canada and other countries. The U.S. FDA has designated Agenerase asa fast-track product, and FDA review is expected to be
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completed by mid-April 1999. Upon approva by regulatory authorities, Glaxo Wellcome will market Agenerase in the United States
and other countries, with co-promotion assistance by the Company. Kissai isthe Company'spartner for the devel opment and
commercialization of amprenavir in the Far East.

BACKGROUND
World sales of antiviral drugs for the treatment of AIDS and HIV infection were an
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estimated $4 billion in 1998. Nevertheless, there remains a significant need for new therapeutic options for the management of HIV
infection. In the United States and el sewhere, the mgjority of HIV-infected patients are undiagnosed or untreated with any antiviral
drug. The antiviral drugscurrently onthe market have significant limitations, creating a significant market opportunity for Agenerase.
Suboptimal treatment strategies and poor adherence to complex drug regimens result in the development of drug-resistant virus and
need for subsequent changes in treatment regimensfor many patients. Switching antiviral medicationsis therefore done on aroutine
basis, also resulting in the need for new agents.

HIV protease isakey enzymeinvolved in the vira replication of HIV. Agenerase isan HIV protease inhibitor designed by Vertex to
effectively block the replication of HIV and to possess key competitive characteristics. Four other companies are marketing protease
inhibitors approved by the FDA. However, clinician and patient acceptance of these products may be limited by complex dosing
regimens, which can result in poor patient compliance, and by dose-limiting side effects.

The Company believes that Agenerase compares favorably with the protease inhibitors currently on the market in terms of potency,
tolerahility, dosing regimen andresistance profile. Ageneraseistaken twice daily, without restrictions regarding dosing with or
without food or water. In addition, clinical studies have shown that Agenerase penetrates thetissues of the central nervous system,
which may be important in preventing the development of resistance. Agenerase has aunique IN VITRO resistance profile, and
preliminary clinical data have shown that patients previoudy treated with Agenerase can be successfully treated with a subsequent
protease inhibitor. To date, HIV has been shown to develop resistanceto antiviral drugs, including currently marketed HIV protease
inhibitors. Preliminary data also suggest that Ageneraseis|ess associated with blood lipid abnormalities than other HIV protease
inhibitors. However, there can be no assurance that disease resistance or other factors will not limit theefficacy of Agenerase.

In addition to protease inhibitors, there aretwo other classes of antiviral drugs currently approved for the treatment of HIV/AIDS.
Nucleoside reverse transcriptase inhibitors, or NRTIs, include AZT, d4T, ddl, ddC, 3TC and abacavir. Non-nucleoside reverse
transcriptase inhibitors, or NNRTIs, include efavirenz, nevirapine and delavirdine. Both classes of drugs act by inhibiting reverse
transcriptase, aviral enzyme reqguired for replication. The clinical utility of each of these drugsis limited by significant side effects and
by the development of viral resistance. Clinical studies have demonstrated that therapies for HIV infection which comprise a
combination of three or more drugs including at least two drug classes ("drug cocktails") are superior in potency and durability of
response to those which do not. Such combinations are currently accepted as the standard of care for HIV infection.

PROGRAM STATUS

Glaxo Wellcome, the Company's HIV research and development partner, has filedfor U.S. regulatory approval for marketing
Agenerase and has made equivalent regulatory filings in Europe, Canada and other countries. Glaxo Wellcome isthe global leader in
sales of HIV therapeutics. To support Agenerase in the marketplace, Vertex hasestablished a small clinical liaison force to build
relationships with physicians and patient treatment advocates. The Company will receive aroyalty based on Glaxo Wellcome's sales of
Agenerase. Agenerase has already been made available to more than 2,000 patients through an early access program.

Glaxo Wellcomefiled the New Drug Application for Agenerase on October 15, 1998, and the FDA has designated Agenerase for
review under theits guidelines for accelerated approval. Vertex and Glaxo Wellcome are continuing devel opment activitieswith
respect to Agenerase, including on-going Phase |11 studies to support the full approval of the drug, and on-going and planned Phase IV
studies designed to further characterize and expand the utilization of the product.
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There can be no assurance, however, that the New Drug Application will be approved within the expected time-frameor at al, that full
approva will be granted onthe basis of ongoing Phase |11 studies, or that the Phase |V studies will commence asplanned or will be
successful.

In 1995, Kissei completed single dose and multi-dose, placebo-controlled, Phasel clinical trials. Vertex expectsthat in 1999 Kissel
will initiate a Phase 11/111 efficacy tria in HIV-positive patientsin Japan. The results of such trials, together with clinical datafromthe
Glaxo Wellcometrials, could form thebasis for afiling for marketing approval of amprenavir in Japan. There can be no assurance,
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however, that these clinical trialswill commence or proceed as currently anticipated.

In collaboration with Glaxo Wellcome, Vertex is also engaged in research to develop new formulations of amprenavir. In addition,
Vertex and Glaxo Wellcome are continuingto evaluate new lead classes of third generation HIV protease inhibitors discovered under
their HIV research collaboration.

PATENTS

The Company has patentsand pending patent applicationsin the United States and in certain foreign countries covering intellectual
property developed as part of the Company's HIV research and development program. These includeissued United States patentsthat
cover classes of chemical compounds, pharmaceutical formulations and/or uses of the same for treating HIV infection and AIDS. The
patents include specific coverage for amprenavir, the Company's lead drug candidate for treating HIV infection and AIDS,
pharmaceutical formulations containing amprenavir and methods of using of amprenavir to treat HIV infection or AIDS-related central
nervous system disorders. Another issued United States patent covers processes for preparing synthetic intermediates useful in the
synthesis of a class of compounds that includes amprenavir. The Company also has a non-exclusive, worldwide license under certain
G.D. Searle & Company patent applications claiming HIV protease inhibitors.

CANCER MULTIDRUG RESISTANCE (MDR) PROGRAM
OVERVIEW

Vertex isdeveloping novel compoundsto treat and prevent the occurrence of drug resistance associated with thefailure of cancer
chemotherapy. Vertex is developing Incel-TM- (also referred to as biricodar dicitrate or V X-710), a compound that blocks major
multidrug resistance mechanisms, including P-glycoprotein, or P-gp, and multidrug resistance associated protein, or MRP. Incel, an
intravenous compound, isintended to be administered in combination with cancer chemotherapy agents, such as doxorubicin,
paclitaxel, vincristine, etoposide and mitoxantrone. Vertex is conducting Phasell clinical trials of Incel in five different types of
cancer. In addition, Vertex is conducting a Phase I/11 clinical trial of the compound V X-853, an oral MDR inhibitor, in patients with
solid tumors. The Company retains all commercia rightsto Incel worldwide, except for Canada, where BioChem Pharma Inc. has
rights under a collaboration agreement with Vertex.

BACKGROUND

The American Cancer Society estimates that during 1998 more than 1.2 million people in the United States were diagnosed with
invasive cancer and more than 560,000 people inthe U.S. died from such cancers. The Company believes that a significant number of
these patientsfail to respond or relapse following chemotherapy because of multidrug resistance, or MDR.

Multidrug resistance is frequently associated with the failure of chemotherapy. A major contributing factor to MDR is the presence of
molecular pumps, including P-gP and MRP, that function to expel chemotherapeutic agents from cancer cells, preventing the sustained
delivery of
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potent levels of the chemotherapeutic agentsrequired for therapeutic benefit. Asa consequence, such resistant tumor cells cannot be
killed efficiently by anticancer drugs such as doxorubicin, vincristine, etoposide and paclitaxel. P-gp has been associated withMDR in
avariety of cancersincluding liver cancer, breast cancer, soft tissue sarcoma, prostate cancer, colon cancer, pancreatic cancer, acute
myelogenous leukemia, multiple myelomaand certain lung cancers. MRP was recently identified as another drug efflux pump and is
also associated with resistance observed.

No drug has been approved by the FDA specifically for the treatment of MDR, but several compounds are in advanced clinical studies.
Certain agents, such asdex-verapamil and cyclosporin A, have been shown in preliminary human studies to have some promise for
overcoming clinical resistanceto certain commonly used chemotherapeutic agents. The Company believes these drugs affect only a
subset of the MDR pumps and may have side effects that could limit broad use. Second generation multidrug reversing agents, such as
valspodar, a cyclosporin analog, are also currently being evaluated by other companies.

PROGRAM STATUS

Vertex's lead compound, Incel, has displayed potent activity IN VITRO as an inhibitor of MDR for a number of chemotherapeutic
agents in avariety of tumor types. Vertex has completed two Phase I/11 studies with Incel in combination with doxorubicin andwith
paclitaxel. Vertex also completed a Phase 11 study of Incel in combination with doxorubicin in patients with liver cancer. Vertex does
not intend to pursue this indication further at the present time. The Company is currently conducting five Phase 11 clinical studies of
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Incel. Preliminary results fromthe Phase |l studiesindicate that sustained blood levels of Incel in excess of those necessary to reverse
MDR IN VITRO can be achieved. Pharmacokinetic data of Incel in combination with paclitaxel indicated that the compound hasa
dose sparing effect, suggesting that approximately one-half the dose of paclitaxel can be used when that drug is administered with
Incel.

Phase Il clinical trials of Incel are currently being conducted in thefollowing indications:

- BREAST CANCER. In1997, the Company initiated a Phase Il multi-center trial to assess the safety and efficacy of the
co-administration of Incel and paclitaxel in patients withmetastatic breast cancer. Interim data reported at the 21st Annual Breast
Cancer Symposiumin 1998 suggest that Incel may play arolein restoring the activity of paclitaxel in some patients with advanced
breast cancer whose tumors have previoudly been resistant to paclitaxel therapy.

- SOFT TISSUE SARCOMA.. The Company began a Phase Il trial in 1997 to study Incel in combination withdoxorubicin in patients
with soft tissue sarcoma. Preliminary resultsfrom 11 patients, announced at the 4th Connective Tissue Oncology Society Meetingin
1998 indicated that treatment with Incel and doxorubicin was well-tolerated, showed no marked drug interactions, and indicated that
Incel could also play arolein restoring the activity of doxorubicin in thispatient population.

- OVARIAN CANCER. A study of Incel in combination with paclitaxel in patients with ovarian cancer began in 1997. This open-label
Phase Il clinical trial will evaluate thetolerability, safety, pharmacokinetics and efficacy of the compound with paclitaxel.

- PROSTATE CANCER. In 1998, Vertex began a Phase Il clinical trial evaluating the pharmacokinetics and efficacy of Incel in
combination with mitoxantrone and prednisone in patients with advanced hormone-refractory prostate cancer. This study isthe first to
examine Incel's activity in an exclusively chemotherapy-naive patient population.

- SMALL CELL LUNG CANCER. Also begunin 1998, thisisan open-label, multi-center trial to evaluate thetolerability,
pharmacokinetics and anti-tumor activity of Incel in combination with doxorubicin and vincristine in patients with progressive disease,
who responded to initial
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therapy and subsequently relapsed. This study will try to correlate the multidrug resistance profile of each patient with any therapeutic
responseto Incel.

Preliminary results from some of thesestudies are expected in 1999. The resultswill help to determine the most appropriate regimens
and indications for Phase I11 clinical development of Incel. However, there can be no assurance that additional clinical trialswill
commenceor trials currently under way will proceed as currently anticipated. The clinical efficacy of the suppression of mechanisms
of action of MDR in chemotherapy in thetreatment of cancer is unproven, and, therefore, there can be no assurance that the
Company'sMDR compounds in development will improvethe efficacy of chemotherapy.

PATENTS

The Company has patentsand pending patent applicationsin the United States and in certain foreign countries covering intellectual
property developed as part of the Company's MDR research and development program. These includeissued United States patents
claiming Incel and structurally related compounds, VX-853 and structurally related compounds, and other compounds for treating
multidrug resistance.

IMPDH PROGRAM
OVERVIEW

IMPDH is an enzymethat controls the synthesis of certain nucleotides which are required for RNA and DNA synthesis. Most cell
types can usean alternative pathway if IMPDH isinhibited, but afew cell types, such as lymphocytes and virus-infected cells, are
completely dependent on thisenzyme. IMPDH inhibitorsthus selectively block theproliferation of lymphocytesand the replication of
certain viruses, and Vertex believes that IMPDH inhibitors may be useful both inimmunosuppression and asantiviral agents. V X-497
isanovel, orally administered IMPDH inhibitor designed by Vertex. Vertex isconducting Phase 11 clinical trialsof VX-497 for the
treatment of severe chronic plague-type psoriasis and for the treatment of hepatitis C virus ("HCV") infection. The Company retains
all commercial rightsto compounds resulting from this program.

BACKGROUND
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IMPDH catalyzes a key step in nucleotide biosynthesis. IMPDH inhibition appears to selectively suppress immune systemcells while
leaving other cellsunaffected and may play animportant role in down regulating inappropriate immune responses common to a range
of human diseases, including multiple sclerosis, inflammatory bowel disease, psoriasis, rheumatoid arthritis and systemic lupus
erythematosus. IMPDH inhibitors can be used to prevent the rejection of transplanted organs and may also have anti-viral effects.

The Company is aware of only two IMPDH inhibitors currently on the market in the United States. Hoffmann-La Roche's
mycophenolate mofetil is approved for use in combination with cyclosporine to prevent acute rejection in kidney and heart
transplantation. Schering-Plough's ribavirin wasapproved in 1998 for treatment, in combination with alphainterferon, of HepatitisC
infection. The Company believes that compound-specific side effects of mycophenolate mofetil and ribavirin may limit their usefor
chronic autoimmune disorders.

Psoriasis was selected asthe first chronic autoimmuneindication for VX-497 development. Thereis a sigificant medical need for new
therapies for moderate to severe psoriasis patients. A chemically unrelated IMPDH inhibitor, mycophenolic acid, was investigated in
psoriasisin the 1970's. Despite clear-cut efficacy, its development was terminated dueto toxicity and tolerability
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problems. It did however, establish proof of the principle of 1M PDa inhibition as atherapeutic approach for psoriasis. Inaddition to
topical and intralesional medications, moderate to severely afflicted patients are treated with phototherapy (UVB and PUVA), and
systemic drugs such as methotrexate, retinoids, and cyclosporine. However, these trestmentsrequire extensive medical supervision,
and/or have serious toxic side effects.

Asan immunosuppressive, VX-497 may block the growth of certain lymphocyte populations that contribute to theinflammation of the
liver in HCV patients. VX-497 may also have adirect antiviral effect on HCV and other viruses. Althoughit has not been possible to
test potential drugsagainst hepatitis C IN VITRO because an HCV replication model has not been available, studies of V X-497
against related viruses have demonstrated that V' X-497 may be a powerful inhibitor of viral replication.

According totheU.S. Center for Disease Control (CDC) estimates, approximately 4 million people in the United States are infected
with HCV, and there are estimated to be approximately 170 million chronic carriers of the virusworldwide. Current treatment options
are limited. Various formsof interferon apha are themost common treatment used, but provide lasting benefit in lessthan 20% of
patients. Recent research resultsindicate that combination therapy of interferon plus ribavirin may increase thelong-term rate of
sustained response to treatment. Still, more than 50% of patients fail combination ribavirin-interferon therapy, and additional safeand
effective treatments for HCV infection are needed.

PROGRAM STATUS

A Phasel clinical trial investigating the pharmacokinetics and tolerability of VX-497 in escalating single doses in healthy subjects was
completed in the United Kingdom in early 1998. Data from that study show that VX-497 iswell tolerated and achieves blood levels
well above thethreshhold necessary to inhibit IMPDH IN VITRO.

Vertex isnow conducting a Phasell clinical trial of VX-497 to determine thetolerability and pharmacokinetic profile of VX-497 in
psoriasis patients. This is arandomized, blinded dose range-finding study. Preliminary safety and efficacy of VX-497 are being
assessed in the 12-week trial. Vertex isalso conducting a Phasell study of VX-497 for thetreatment of HCV infection. Preliminary
safety and efficacy are being assessed in this four-week dose range-finding monotherapy trial.

Future clinical development of VX-497 in HCV may involve assessment of the compound in combination with other agents suchas
interferon alpha. The Company may also expand clinical development of V X-497 into additional autoimmune, transplant and antiviral
indications in the future. Therecan be no assurance, however, that additional clinical trials will commence or that studies currently
under way will proceed as anticipated.

PATENTS

The Company has patentsand pending patent applicationsin the United Statesand in certain foreign countries covering intellectual
property developed as part of the Company's IMPDH research and devel opment program. These include an issued United States patent
which covers a class of chemical compounds, pharmaceutical compositions containing such compounds, and methods of using those
compounds to treat or prevent IMPDH-mediated diseases. The classof compounds covered by this patent includesV X-497.
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ICE PROGRAM
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OVERVIEW

Vertex is conducting research and development on inhibitors of interleukin-1 beta converting enzyme (ICE) for the treatment of acute
and chronic inflammatory conditions, including rheumatoid arthritis (RA). The Company is collaborating with Hoechst Marion
Roussel (HMR) in the development of the ICE inhibitor compound VX-740. A Phase | clinical trial of VX-740 in healthy volunteers

was recently completed. Inhibitors of ICE may have application to awide range of chronic and acute inflammatory diseases, such as
rheumatoid arthritis, osteoarthritis, inflammatory bowel disease, sepsis, and pancreatitis.

BACKGROUND

Elevation of interleukin-1 beta (IL-1 beta) levels has been correlated to a number of acute and chronic inflammatory diseases. There
are approximately 2.1 million patients with rheumatoid arthritisin the United States alone. Numerous companies are seeking to
develop drugs to treat these conditions through various mechanisms. However, although several companies are pursuing ICE as a drug
target, Vertex isnot aware of any company with an | CE-inhibiting compound in clinical development, andthere currently are nolL-1
beta inhibitors approved for marketing.

Inside specialized immunesystem cells, ICE activates the inflammatory cytokine proteinIL-1 beta and the protein gammainterferon, a
key immunoregulator that modul ates antigen presentation, T-cell activation, and cell adhesion. Thistriggers a cascade of events that
produces inflammation. Vertex and HMR scientists have designed several classes of small molecule ICE inhibitors, including VX-740,
the development candidate in the collaboration.

Currently, non-steroidal anti-inflammatory drugs and other anti-inflammatory approaches which provide some symptomatic relief
without altering disease progression, are used extensively in the treatment of RA. A few disease-modifying anti-rheumatic drugs such
as methotrexate have been available or have been investigated for a number of years, but have toxicities that limit their long-term use.
New biologics such as etanercept (Enbrel) and infliximab (Remicade) seek to attenuate the anti-inflammatory process by targeting
TNF-apha. In addition, studies with soluble 1L-1 receptor and IL-1 receptor antagonist have shown reduced joint destruction in RA
patients. However, current anticytokine therapies for RA and inflammatory bowel disease are protein-based and must be injected. The
Company believes that an oral therapy which can alter the course of disease with few side effectswould be a major addition to the RA
therapeutic arsenal.

PROGRAM STATUS

Thefirst clinical trial of VX-740 was a study involving 18 healthy volunteers begunin 1998. This study was designed to test the
pharmacokinetics and tolerability of the compound in arange of single doses. Preliminary results of this study indicate that the drug
was well tolerated. VX-740 hasbeen shown to be orally active in several animal models of human inflammatory disease, including
models for acute and chronic arthritis. Vertex expectsthat a Phase Il study of V' X-740 for the treatment of rheumatoid arthritis will be
the next step in the development program. However, there can be no assurance that clinical trialswill commence or proceed as
currently anticipated.

PATENTS

The Company has patentsand pending patent applicationsin the United States and in certain foreign countries covering intellectual
property developed as part of the Company's | CE research and development program. These include issued United States patents
covering several

Page 10
different classes of compounds useful asinhibitors of 1CE, pharmaceutical compositions containing those compounds and methods of
using those compounds to treat |CE-related diseases. These patents and applications include a series of patents and applications
purchased from Sanofi S.A., in July 1997. The Company also hasa United States patent obtained from Sanofi S.A. that covers DNA
sequences encoding ICE.

NEUROPHILIN LIGAND PROGRAM

OVERVIEW

The goa of theNeurophilin Ligand Program isto discover and develop drugs useful in the treatment of neurological disorders such as
peripheral neuropathies, including diabetic neuropathy, Parkinson'sdisease, trauma, and amyotrophic lateral sclerosis, or ALS. Vertex

has used information-driven drug design to synthesizea library of orally available small molecule compoundsthat have the potential to
promote recovery of nervefunction and nerve growth. Vertex is engaged in worldwide strategic partnership with Schering AG,
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Germany for research, development and commercialization of neurophilin ligands for the treatment of a variety of neurological
disorders. In November 1998, Vertex started a Phase Il clinical trial of timcodar dimesylate (also referred to as V X-853) in diabetic
neuropathy patients. Schering AG hasan option to co-develop timcodar dimesylate with Vertex under the collaboration agreement.

BACKGROUND

Neurodegenerative disorders are among the diseases with the fewest available effective treatments. Central nervous systemdisorders
such asAlzheimer's disease, Parkinson's disease and multiple sclerosisaffect millionsof patients worldwide, and for some of these
there are no approved therapies that alter the course of disease progression. Peripheral neuropathies encompass awide spectrum of
clinical syndromesfor which treatmentsof only limited efficacy are available. Diabetic neuropathy, theindication for Vertex's ongoing
Phase Il study of timcodar dimesylate, is themost common identifiable cause of neuropathy. There are approximately 1.3 million
patients with moderate to severe diabetic neuropathy in the United States.

Effective treatment of both central and peripheral neurological disorders has long been hampered by the inability to slow, arrest, or
reverse nerve damage or progression. Other companies are devel oping various neurotrophic factors (proteins) for these indications, but
the Company believes their clinical utility islikely to be limited. Based on Vertex's extensive research in thefield of
immunosuppressive drugs, the Company has been able to generate alarge number of compounds, known as neurophilin ligands, that
trigger nerve growth activity. ExtensiveIN VITRO and IN VIV O studies conducted with a reference compound designed by Vertex
support thebroad potential of Vertex's neurophilin ligands in the treatment of degenerative central nervous systemand peripheral
nervous system diseases. Vertex's clinical neurophilin ligand candidate, timcodar, hasdemonstrated potent activity in promoting
neurite outgrowth and functional recovery of nervesin preclinical studies. Vertex researchers arestill seekingto determine the
mechanism of action of neurophilin ligands.

PROGRAM STATUS

In October 1998, Vertex started aPhase Il clinical trial with timcodar dimesylate. Approximately 70 patients will be enrolled in the
trial, which is expected to be conducted at eight centers in the United States. This isa double-blind, placebo controlled trial. Primary
objectives will be to evaluate the safety and tolerability of six different dose regimens of timcodar administered orally over a 28-day
period. Nerve function will aso be monitored. A single-dose Phase| study of four different dosesof timcodar in healthy volunteers
was completed in 1998, providing support for Phase I clinical development in theindication of diabetic neuropathy. IN
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VITRO results have shown timcodar's ability to promote neurite outgrowth, and IN VIV O results have shown that timcodar can
prevent neural dysfunctionin amodel of diabetic polyneuropathy.

PATENTS

The Company has patentsand pending patent applicationsin the United States and in certain foreign countries covering intellectual
property developed as part of the Company's Neurophilin research and development program. Theseinclude issued United States
patents covering the use of various classes of chemical compoundsto treat awide variety of neurological disorders. One of these
patents specifically covers the use of timcodar to treat neurological disorders.

P38 MAP KINASE PROGRAM
OVERVIEW

Vertex is collaborating with Kissei on the design, development and commercialization of inhibitors of p38 MAP kinase. The p38 MAP
kinase is a human enzyme involved with the onset and progression of inflammation and programmed cell death. The objective of
Vertex's research collaboration with Kissel is to identify and extensively evaluate compounds that target p38 MAP kinaseto develop
novel, oraly active drugs for thetreatment of inflammatory diseases, such as rheumatoid arthritis, asthma, and Crohn'sdisease, and
neurological diseases such as stroke. In March 1999, the Company initiated a Phase | clinical trial with VX-745, anove oraly
administered investigational drug targeting p38 MAP kinase.

BACKGROUND

The mitogen-activated protein (MAP) kinases areafamily of structurally-related human enzymesinvolved inintracellular signaling
pathways that enable cellsto respond to their environment. When activated, the p38 MAP kinase triggers production of the cytokines
interleukin-1 (1L-1), interleukin-6

(IL-6) and tumor necrosis factor TNF-alpha. Excess levelsof IL-1 and TNF-alpha are associated with a broad range of acute and
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chronic inflammatory diseases. They also play an important role in programmed cell death associated with ischemia and stroke, and in
neurodegenerative diseases such as Alzheimer'sand Parkinson's disease. Vertex isaware of several other companies that are
developing p38 MAP kinaseinhibitors.

PROGRAM STATUS

During 1998, Vertex and Kissei selected VX-745 asalead drug development candidate targeting p38 MAP kinase. The Company
began aPhase | clinicd trial of the compound in healthy volunteers in early 1999. The study, whichis being conducted in Europe, will
assess the compound's safety and help to determine the dose range for subsequent studies. The Phase | randomized, blinded clinical
trial is designed to test the pharmacokinetics and tolerability of VX-745 in escalating single doses in healthy volunteers. The trial will
assess the ability of different dosesof VX-745 to inhibit experimentally induced TNF-alpha production using specific biochemical
assays. Following completion of the study, Vertex may conduct additional single or multidosetrials of VX-745. VX-745 hasbeen
shown to slow disease progression in animal models of immune-mediated arthritis. However, there can be no assurance that clinical
trialswill commence or proceed as currently anticipated.

Page 12
PATENTS

The Company has pending patent applications in the United States and in certain foreign countries covering intellectual property
developed as part of the Company's p38 MAP Kinase research and development program. Certain of the applications cover a class of
chemical compounds that includes VX-745, as well asV X-745 specifically, compositions comprising those compounds and the use of
those compounds to treat p38-related disorder.

RESEARCH PROGRAMS
HEPATITIS CVIRUS PROGRAMS

The Company is conducting two discovery research programs to develop compounds to treat hepatitis C. Identified in 1989, the
hepatitis C virus (HCV) causes chronic inflammationin the liver. In amajority of patients, HCV establishes a chronic infection that
can persist for decades and eventually lead to cirrhosis, liver failure and liver cancer. HCV infection represents asignificant medical
problem worldwide for which there isinadequate or no therapy for amagjority of patients. Sources at the CDC have estimated that
approximately 4 million Americans, or more than 1% of the population, may be infected with HCV, and there are estimated to be more
than 100 million chronic carriers of thevirus worldwide. Currently, thereisno vaccine available to prevent hepatitis C infection. The
only drugs approved for thetreatment of hepatitis C are interferon alpha and ribavarin. Combination therapy with interferon apha and
ribavarinis themost successful treatment currently available, but over 50% of patients still failed to show long-term sustained
response to that combination, and safe and effective treatments for HCV infection are needed.

HEPATITIS C PROTEASE

The hepatitis C NS3-4A serine protease isaviraly encoded enzyme generally believed to be essential for replication of HCV. Under
an agreement signed during 1997, Vertex and Eli Lilly and Company are collaborating on theresearch, development and
commercialization of novel, orally active HCV protease inhibitorsfor the treatment of hepatitis C infection. This research derives
heavily from detailed structural information about the protease, discovered and developed by Vertex researchers.

The Company has pending patent applications in the United States and in certain foreign countries covering intellectual property
developed as part of the Company's Hepatitis C Protease research and development program. Vertex has an issued United States patent
covering an assay useful to evaluate potential inhibitors of Hepatitis C protease.

HEPATITIS C HELICASE

Vertex isalso conducting discovery research to design orally deliverable drugs to inhibit the hepatitis C virus helicase. The NS3
helicase enzymeis believed to play an essentia role in theinfectious cycle of the hepatitis C virus by aligningviral DNA inits proper
configuration for replication. Therefore, the HCV helicase represents an attractive target for drug discovery.

Researchers from Vertex solved thethree-dimensional atomic structure of the hepatitis C virus NS3 helicase. Vertex isusing the
structural information to identify and optimize inhibitors of the enzyme, employing structure-based techniques, including cluster-based
screening, and
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computational, combinatorial, and medicinal chemistry, to design novel small moleculeinhibitors of theHCV helicase for clinical
development as new antiviral drugs to treat HCV infection.

The Company has pending patent applications in the United States covering intellectual property developed as part of the Company's
Hepatitis C Helicaseresearch and devel opment program. These applications cover Hepatitis C helicase inhibitorsand the X-ray crystal
structure of Hepatitis C helicase.

CASPASE INHIBITORS PROGRAM

Vertex is conducting a major multidisciplinary research effort to design of novel, small molecule inhibitors of apoptosis (programmed
cell death) for thetreatment of avariety of pathological conditions including major neurodegenerative and cardiovascular diseases. In
this separate caspase inhibitor program, Vertex scientists are capitalizing on expertise gained through the Company's successful design
and optimization of inhibitors of ICE (Caspase-1). Recent highlightsinclude the solution of the caspase-3 structure by X-ray
crystallography and the first description of the caspase-9 gene knockout mouse, establishing that this enzymeis of particular
importance in neurobiology. With respect to drug discovery, Vertex's caspase research has resulted in the identification of novel
compounds with activity in enzyme assays, cellular assays, and animal models. The goal of Vertex's caspase inhibitors program isto
discover and develop novel drugs useful for treating neurodegenerative disorders such as Alzheimer's and Parkinson's disease and for
decreasing the tissue damage in myocardial infarction and stroke.

JNK3 MAP KINASE INHIBITORS PROGRAM

Vertex is currently engaged in aresearch effort to identify INK3 MAP kinaseinhibitors. Vertex's studies have been accelerated by the
experience gained in Vertex's p38 MAP kinase program with Kissei. Jun N-terminal kinase (JNK) isa member of the same group of
structurally-related enzymes as p38 MAP kinase. Recent findings suggest that INK 3 plays animportant role in central nervous system
disorders such as epilepsy, stroke and Alzheimer's Disease. INK3 also has been implicated in Parkinson'sdisease. Vertex has solved
and in 1998 reported in the journal STRUCTURE the X-ray crystal structure of INK3 complexed to ananalog of the co-factor
molecule ATP. Using proprietary structural information of the INK3 and other MAP kinase enzymes, Vertex scientists selected initial
compoundsfor investigation as potential inhibitors. Vertex has identified several novel classes of INK3 MAP kinaseinhibitors and is
currently using advanced drug discovery technology to movelead compounds toward clinical candidate status.

CORPORATE COLLABORATIONS

Vertex hasentered into corporate collaborations with pharmaceutical companies that provide financial and other resources, including
capabilities in research, development, manufacturing, and sales and marketing, to support the Company's research and development
programs. At present, the Company has the followingmajor corporate collaborations.

GLAXO WELLCOME PLC.

Vertex and Glaxo Wellcome are collaborating on the development and commercialization of Agenerase (amprenavir). Under the
collaborative agreement for research and development of HIV protease inhibitors, which began in December 1993, Glaxo Wellcome
agreed to pay Vertex up to $42 million, comprised of a $15 millioninitial license payment paid in December 1993, $14 million of
product research funding over five years and $13 million of development and commercialization milestone paymentsfor an initial drug
candidate. From the inception of the agreement in December 1993 through December 31, 1998, Vertex has recognized as revenue $34
million. The Company hasreceived thefull amount of research funding specified under the agreement. Glaxo Wellcomeis
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also obligated to pay to Vertex additional development and commercialization milestone paymentsfor subsequent drug candidates. In
addition, Glaxo Wellcomeisrequired to bear the costs of development in its territory under the collaboration. Glaxo Wellcome has
exclusive rights to develop and commerciaize Vertex HIV protease inhibitors in all parts of the world except the Far East and will pay
Vertex aroyalty on sales. Vertex has retained certain bulk drug manufacturing rights and certain co-promotion rightsin theterritories
licensed to Glaxo Wellcome.

Glaxo Wellcome has the right to terminate its agreement withthe Company without cause upon twelve months' notice. Termination by
Glaxo Wellcome of the agreement will relieve Glaxo Wellcome of its obligation to make further commercialization and development
milestone and royalty payments, and will end any license granted to Glaxo Wellcome by Vertex thereunder, and could have a materia
adverse effect on the Company's business and result of operations.

Vertex and Glaxo Wellcome have a non-exclusive, worldwide license under certain Searle patent applications claiming HIV protease
inhibitors to permit Vertex and Glaxo Wellcome to develop, manufacture and market Agenerase free of the risk of intellectual property
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clamsby Searle. Thetermsof the license require Vertex to pay Searle aroyalty on net sales.

KI1SSEI PHARMACEUTICAL CO.,LTD.

AMPRENAVIR

Vertex and Kissei are collaborating on the devel opment of amprenavir, Vertex's HIV protease inhibitor. Under the collaborative
agreement, which began in April 1993, Kissei agreed to pay to Vertex up to $20 million, comprised of $9.8 million of product research
funding over three years, $7 million of development and commercialization milestone payments and a $3.2 million eguity investment.
From the inception of the agreementin April 1993 through December 31, 1998, $14.6 million has been recognized as revenue. During
1997, the Company also received $4 million related to reimbursements of certain development costs. The Company has received the
full amount of research funding specified under the agreement. Kissai has exclusiverightsto develop and commercialize amprenavir in
Japan, the People's Republic of Chinaand several other countries in the Far East and will pay Vertex aroyalty on sales. Vertex is
responsible for the manufacture of bulk product for Kissal.

P38 MAP KINASE

In September 1997, the Company andKissei entered into a collaborative agreement for the p38 MAP kinase program for the
development and commercialization of novel, orally active drugsfor the treatment of inflammatory and neurological diseases. Under
the termsof the agreement, Kissei agreed to pay the Company up to $22 million, composed of a$4 million license payment paidin
September 1997, $11 million of product research funding over three years and $7 million of development and commercialization
milestone payments. From theinception of the agreement in September 1997 through December 31, 1998, $11 million hasbeen
recognized as revenue. The Company andKissei will collaborate to identify and extensively evaluate compounds that target p38 MAP
kinase. Kissal will have theright to develop and commercialize these compoundsinits licensed territories. Kissel has exclusive rights
to p38 MAP kinase compoundsin Japan and certain Southeast Asian countries and semi-exclusiverightsin China, Taiwan and South
Korea. The Company retains exclusivemarketing rights in the United States, Canada, Europe, and therest of the world. In addition,
the Company will have the right to supply bulk drug material to Kissei for saleinitsterritory, andwill receive royalties and drug
supply paymentson any product sales. Kissei has theright to terminate the agreement without cause upon six months' notice.
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BIOCHEM PHARMA INC.

The Company and BioChem are collaborating on the development and commercialization of Incel, the Company'slead compound in
its cancer multidrug resistance program. Under the collaborative agreement, which began in May 1996, BioChem agreed to pay the
Company up to $4 million comprised of an initia license payment of $500,000 and development and commercialization milestone
payments. From theinception of theagreement in May 1996 through December 31, 1998, $0.8 million hasbeen recognized as
revenue. BioChem also agreed to bear certain costs of development of Incel in Canada. BioChem has exclusive rights to develop and
commercialize Incel in Canada. The Company will supply BioChem's requirements of bulk and finished formsof Incel. BioChem will
make paymentsto the Company for those materialsbased on sales of products by BioChem, which will cover Vertex's cost of
supplying materials and will provide a profit to Vertex. BioChem hasthe right to terminate the agreement without cause upon six
months' notice. Termination will relieve BioChem of any further payment obligations and will end any license granted to BioChem by
Vertex under the agreement.

HOECHST MARION ROUSSEL

Vertex and HMR are collaborating on the development of I CE inhibitors as anti-inflammatory agents. Under the collaborative
agreement, which commenced in September 1993, HMR is obligated to pay to Vertex up to $30.5 million, comprised of $18.5 million
of product research funding over five yearsand $12 million of development and commercialization milestone payments. From the
inception of the agreement in September 1993 through December 31, 1998, $21.5 million has been recognized as revenue. The
Company received additional revenue related to reimbursementsfor clinical development in 1997. The Company has received thefull
amount of research funding specified under the agreement. HMR hasexclusive rights to develop and market drugs resulting from the
collaborative effort in Europe, Africa and the Middle East, and Vertex has exclusivedevelopment and marketing rightsin therest of
the world, except the Far East, whereVertex sharesthose rightswith HMR. HMR is obligated to pay aroyalty to Vertex on any sales
made in Europe, and Vertex isobligated to pay aroyalty to HMR on any sales made in the United States or therest of the Americas.
Each party will have the option to co-promote products in the other party's exclusive territory. Vertex and HMR will each have rights
to develop and market the drugs in Far Eastern countries including Japan.

ELI LILLY & COMPANY
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In June 1997, Vertex and Lilly entered into a collaborative agreement for the research, development and commercialization of novel,
small molecule compoundsto treat hepatitis C infection. Under theterms of the agreement, Lilly will pay the Company upto $51
million composed of a $3 million up front payment paid in June 1997, $33 million of product research funding over six yearsand $15
million of development and commercialization milestone payments. From theinception of the agreement in June 1997 through
December 31, 1998, $10.8 million has been recognized as revenue. The Company and Lilly will jointly manage the research,

devel opment, manufacturing and marketing of drug candidates emerging from the collaboration. The Company will have primary
responsibility for drug design, process development and pre-commercia drug substance manufacturing, and Lilly will have primary
responsibility for formulation, preclinical and clinical development and global marketing. The Company has the option to supply
100% of Lilly'scommercial drug substance supply needs. The Company will receive royaltieson future product sales, if any. If the
Company exercises its commercial supply option, the Company will receive drug supply paymentsin addition to royaltieson future
product sales, if any. Lilly hasthe right to terminate the agreement without cause upon six months notice after June 1999.
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SCHERING AG

The Company and Schering AG, Germany are collaborating on the research, development and commercialization of novel, orally
active neurophilin ligand compounds to promote nerve regeneration for the treatment of a number of neurological diseases. Under the
termsof the agreement, Schering AG will pay the Company up to $88 million composed of a $6 million upfront license payment paid
in September 1998, $22 million of product research funding over five yearsand $60 million of development and commercialization
milestone payments. From theinception of the agreement in August 1998 through December 31, 1998, $10 million has been
recognized as revenue. Under termsof the agreement, Vertex and Schering AG will have an equal role in management of neurophilin
ligand research and product development. In North America, Vertex will have manufacturing rights, and Vertex and Schering AG will
share equally in the marketing expenses and profits from commercialized compounds. In addition to having manufacturing rightsin
North America, the Company retains the option to manufacture bulk drug substance for sales and marketing in territories outside
Europe, the Middle East and Africa. Schering AG will have the right to manufacture and market any commercialized compoundsin
Europe, the Middle East and Africa, and pay Vertex aroyalty on product sales. After December 2000, Schering AG has theright to
terminate without cause upon a six months' written notice.

ALTUS BIOLOGICSINC.

Altus Biologics Inc. devel ops, manufactures and markets products based on a novel and proprietary technology for stabilizing

proteins. At December 31, 1998, Vertex owned approximately 70% of the capital stock of Altus. InFebruary 1999, Vertex
restructured its investment in Altus. As part of thetransaction, Vertex provided Altus$3 million of cash and surrendered itsshares of
Altus preferred stock in exchange for two new classes of preferred stock and warrants. The new preferred stock provides Vertex with a
minority ownership position in Altus, and the warrants, which become exercisable upon certain events, will provide Vertex with
significant additional ownership potential. As aresult of the transaction, Altus now operatesindependently from Vertex. In addition,
Vertex hasretained a non-exclusive royalty-freeright to use Altus technology for discovering, developing and manufacturing small
molecule drugs.

PATENTSAND PROPRIETARY INFORMATION

The Company has rightsin certain patents and pending patent applications that relateto compoundsit is developing and methods of
using such compounds, as discussed above. Inaddition, the Company actively seeks, when appropriate, protection for itsproducts and
proprietary information by meansof United States and foreign patents, trademarks and contractual arrangements. Vertex has pending
applications in the United States, and foreign counterpart applications in countries it deems appropriate, for all of its most advanced
research and development programs. In addition, the Company relies upon trade secrets and contractual arrangementsto protect
certain of its proprietary information and products.

There can be no assurance that any patents will issue from any of the Company's patent applicationsor, even if patents issue or have
issued, that the claimsthereof will provide the Company with any significant protection against competitive products or otherwise be
valuable commercially. Legal standards relating to the validity of patents and the proper scope of their claimsin the biopharmaceutical
field are till evolving, and there isno consistent policy regarding the breadth of claims alowed in biopharmaceutical patents. No
assurance can be given as to the Company'sability to avoid infringing, and thus having to negotiate alicense under, any patents issued
to others, or that a license to such patents would be available on commercially acceptableterms, if at all. See Item 3, "Lega
Proceedings."
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Further, there can be no assurance that any patentsissued to or licensed by the Company will not be infringed by the products of
others, which may require the Company to engagein patent infringement litigation. In addition to being a party to patent infringement
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litigation, the Company could be required to participate in interference proceedings declared by the United States Patent and
Trademark Office. Defense or prosecution of patent infringement litigation, aswell as participation ininterference proceedings, can be
expensive and time consuming, even in those instances in which the outcome is favorable to the Company. If the outcome of any such
litigation or proceeding were adverse, the Company could be subject to significant liabilitiesto third parties, could be required to
obtain licenses from third parties or could be required to cease sales of the affected products, any of which could have a material

adverse effect on the Company.

Much of the Company's technology and many of its processes are dependent upon the knowledge, experience and skills of key
scientific and technica personnel. To protect its rightsto its proprietary know-how and technology, the Company requiresall
employees, consultants, advisors and collaborators to enter into confidentiality agreements that prohibit the disclosure of confidential
information to anyone outside the Company. These agreements require disclosure and assignmentto the Company of ideas,
developments, discoveries and inventionsmade by employees, consultants, advisorsand collaborators. However, there can be no
assurance that these agreements will effectively prevent disclosure of the Company's confidential information or will provide
meaningful protection for the Company's confidential information if there is unauthorized use or disclosure.

MANUFACTURING

The Company relies on third party manufacturers and collaborative partners to produce its compounds for preclinical and clinica

purposes and may do so for commercial production of any compounds that are approved for marketing. Commercial manufacturing of
Agenerasewill be done, atleast initialy, by Glaxo Wellcome. Vertex retains the option to manufacture a portion of Glaxo Wellcome's
requirements for bulk drug substance. If Vertex wereto exercise that option, it would rely upon one or more contract manufacturers to

manufacture the Agenerase bulk drug substance on its behalf.

The Company has established aquality assurance program, including a set of standard operating procedures, intended to ensure that
third party manufacturers under contract produce the Company's compounds in accordance with the FDA's current Good
Manufacturing Practices, or cGMP, and other applicable regulations.

The Company believes that all of its existing compounds can be produced using established manufacturing methods, primarily through
standard techniques of pharmaceutical synthesis. The Company believes that it will be able to continue to negotiate third party
manufacturing arrangements on commercially reasonable terms and that it will not be necessary for it to develop internal
manufacturing capability in order to successfully commercialize its products. The Company's objective isto maintain flexibility in
deciding whether to develop internal manufacturing capabilities for certain of its potential products. However, in the event that the
Company is unable to obtain contract manufacturing, or obtain such manufacturing on commercialy reasonable terms, it may not be
able to commercializeits products as planned. The Company haslimited experience in manufacturing pharmaceutical or other
products or in conducting manufacturing testing programs required to obtain FDA and other regulatory approvals, and there can be no
assurance that the Company will further develop such capabilities successfully.

Since most of the Company'spotential productsare at an early stage of development, the Company will need to improve or modify its
existing manufacturing processes and capabilities to produce commercial quantities of any drug product economically. The Company
cannot quantify the time or expensethat may ultimately be required to improve or modify its existing process technologies, but
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it ispossible that suchtime or expense could be substantial.

The production of Vertex's compoundsis based in part ontechnology that the Company believes to be proprietary. Vertex may license
this technology to contract manufacturersto enable them to manufacture compounds for the Company. In addition, acontract
manufacturer may devel op process technology related to the manufacture of Vertex's compounds that the manufacturer owns either
independently or jointly with the Company. Thiswould increase the Company's reliance on such manufacturer or require the Company
to obtain alicense from such manufacturer in order to haveits products manufactured.

Some of the Company's current corporate partners have certain manufacturing rights with respect to the Company's products under
development, and there can be no assurance that such corporate partners rights will not impede the Company's ability to conduct the
development programs and commercialize any resulting productsin accordance with the schedules and in the manner currently
contemplated by the Company.

COMPETITION

The Company is engaged in pharmaceutical fields characterized by extensive research efforts, rapid technological progress and intense
competition. Thereare many public and private companies, including pharmaceutical companies, chemical companies and
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biotechnol ogy companies, engaged in devel oping products for the same human therapeutic applications asthose targeted by Vertex. In
order for the Company to compete successfully, it must demonstrate improved safety, efficacy, ease of manufacturing and market
acceptance of its products over those of itscompetitors who have received regulatory approval and are currently marketing their drugs.
In thefield of HIV protease inhibition, Merck & Co., Inc., Abbott Laboratories, Inc., Hoffmann-LaRoche, and Agouron
Pharmaceuticals, Inc. have HIV protease inhibitor drugs that are aready on the market. Many of the Company's competitors have
substantially greater financial, technical and human resources than those of the Company and more experience in the development of
new drugs. See "Risk Factors--Vertex Faces Substantial Competition.”

GOVERNMENT REGULATION

The Company's devel opment, manufacture and potential sale of therapeutics are subject to extensive regulation by United States and
foreign governmental authorities. In particular, pharmaceutical products are subject to rigorous preclinical and clinical testing and to
other approval requirements by the FDA in the United States under the Food, Drug and Cosmetic Act and by comparable agencies in
most foreign countries.

Asan initial step inthe FDA regulatory approval process, preclinical studies are typically conducted in animalsto identify potential
safety problems. For certain diseases, animal models exist that are believed to be predictive of human efficacy. For such diseases, a
drug candidate istested in ananima model. The results of the studies are submitted to the FDA as a part of the Investigational New
Drug application (IND) whichisfiled to comply with FDA regulations prior to commencement of human clinical testing. For other
diseases for which no appropriately predictive animal model exists, no such results can be filed. For severa of the Company's drug
candidates, no appropriately predictive model exists. Asaresult, no IN VIVO evidence of efficacy would be available until such
compounds progress to human clinica trials.

Clinical trialsare typically conducted in three sequential phases, although the phases may overlap. InPhase I, which frequently begins
with theinitial introduction of the druginto healthy human subjects prior to introduction into patients, the compound will be tested for
safety, dosage tolerance, absorption, bioavailability, biodistribution, metabolism, excretion, clinical pharmacology and, if possible, for
early information on effectiveness. Phase Il typically involves
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studies in a small sample of the intended patient population to assess the efficacy of thedrug for a specificindication, to determine
dose tolerance and the optimal dose range and to gather additional information relating to safety and potential adverse effects. Phase
[l trialsare undertaken to further evaluate clinical safety and efficacy in an expanded patient population at geographically dispersed
study sites, to determine the overall risk-benefit ratio of the drug and to provide an adequate basis for physician labeling. Each trid is
conducted in accordance with certain standards under protocols that detail the objectives of the study, the parameters to be usedto
monitor safety and the efficacy criteria to be evaluated. Each protocol must be submitted to the FDA as part of theIND. Further, each
clinical study must be evaluated by an independent Institutional Review Board at the institution at whichthe study will be conducted.
The Ingtitutional Review Board will consider, among other things, ethical factors, the safety of human subjects and the possible
liability of the institution.

Datafrom preclinical testing andclinical trials are submitted to the FDA in a New Drug Application (NDA) for marketing approval.
The process of completing clinical testing and obtaining FDA approval for anew drug is likely to take a number of years and require
the expenditure of substantial resources. Preparing an NDA involves considerable data collection, verification, analysis and expense,
and there can be no assurance that approval will be granted on atimely basis, if at all. The approval processis affected by a number of
factors, including the severity of the disease, theavailability of aternative treatmentsand the risks and benefits demonstrated in
clinical trials. The FDA may deny an NDA if applicable regulatory criteria are not satisfied or may require additional testing or
information. Among the conditions for marketing approval istherequirement that the prospective manufacturer's quality control and
manufacturing procedures conform to the FDA's cGMP regulations, which must be followed at al times. In complying with standards
set forthin theseregulations, manufacturers must continue to expend time, monies and effort in thearea of production and quality
control to ensure full technical compliance. Manufacturing establishments, both foreign and domestic, also are subject to inspections
by or under the authority of the FDA and by or under the authority of other federal, stateor local agencies.

Even after initial FDA approval has been obtained, further studies, including post-marketing studies, may be required to provide
additional data on safety and will be required to gain approval for the useof a product as a treatment for clinical indications other than
those for whichthe product was initially tested. Also, the FDA will require post-marketing reporting to monitor the side effects of the
drug. Results of post-marketing programs may limit or expand further marketing of the products. Further, if there areany
modifications to the drug, including changesin indication, manufacturing process, labeling or manufacturing facilities, an NDA
supplement may be required to be submitted to the FDA.

The Orphan Drug Act provides incentives to drug manufacturers to develop and manufacture drugs for thetreatment of diseases or
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conditions that affect fewer than 200,000 individuals in the United States. Orphan drug status can also be sought for diseases or
conditions that affect more than 200,000 individuals in the United Statesif the sponsor does not redlistically anticipate its product
becoming profitable from sales in the United States. Under the Orphan Drug Act, a manufacturer of a designated orphan product can
seek tax benefits, and the holder of thefirst FDA approval of a designated orphan product will be granted a seven-year period of
marketing exclusivity for that product for the orphan indication. Whilethe marketing exclusivity of an orphan drug would prevent
other sponsors from obtaining approval of the same compound for the same indication, it would not prevent other types of drugsfrom
being approved for the same use. The Company may apply for orphan drug status for certain indications of MDR in cancer.

Under the Drug Price Competition and Patent Term Restoration Act of 1984, a sponsor may be granted marketing exclusivity for a
period of time following FDA approval of certaindrug applications if FDA approval is received before the expiration of the patent's
original term. This
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marketing exclusivity would prevent athird party from obtaining FgDA approval for asimilar oridentical drug through an Abbreviated
New Drug Application, whichis the application form typically used by manufacturers seeking approval of a generic drug. The statute
also alows a patent owner to extend the term of the patent for a period equal to one-half the period of time elapsed between thefiling
of an IND and thefiling of the corresponding NDA plus the period of time between the filing of the NDA and FDA approva. The
Company intends to seek the benefits of this statute, but there can be no assurance that the Company will be able to obtain any such
benefits.

Whether or not FDA approval hasbeen obtained, approval of adrug product by regulatory authoritiesin foreign countries must be
obtained prior to the commencement of commercial sales of the product in such countries. Historically, the requirements governing the
conduct of clinical trialsand product approvals, and thetime required for approval, have varied widely from country to country.

In addition to the statutes and regulations described above, the Company is also subject to regulation under the Occupational Safety
and Health Act, the Environmental Protection Act, the Toxic Substances Control Act, the Resource Conservation and Recovery Act
and other present and potential future federal, state and local regulations.

HUMAN RESOURCES

Asof December 31, 1998, Vertex had 304 full-time employees, including 219 in research and devel opment, 38 in support services and
47 in general and administrative functions, and one part-time employee. Fourteen of these employees were located at Vertex's new
U.K. research and devel opment facility, opened in 1998. The Company's scientific staff members(103 of whom hold Ph.D. and/or
M.D. degrees) have diversified experience and expertisein molecular and cell biology, biochemistry, animal pharmacology, synthetic
organic chemistry, protein x-ray crystallography, protein nuclear magnetic resonance spectroscopy, computational chemistry,
biophysical chemistry, medicinal chemistry, clinical pharmacology and clinical medicine. Inaddition, the Company's Altus subsidiary
had 30 full-timeemployees as of December 31, 1998. The Company'semployees are not covered by a collective bargaining
agreement, and the Company considers its relations withits employees to be good.

EXECUTIVE OFFICERS

The names, ages and positions held by the executive officers of the Company are as follows:
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Narme Age Posi tion

Joshua S. Boger, Ph.D. . . . . . . . .47 Chai rman, President and Chi ef
Executive O ficer

Ri chard H Adrich . . . . . . . . . .44 Seni or Vice President and Chief
Busi ness O fi cer

Vicki L. Sato, Ph.D. . . . . . . . . .50 Seni or Vice President of

Resear ch

and Devel opment and Chi ef
Scientific Oficer; Chair of the
Scientific Advisory Board

lain P. M Buchanan. . . . . . . . . .45 Vice President of European
Qperations; Managing Director of
Vertex Pharmaceuticals (Europe)
Limted

Thomas G Auchincloss, Jr. . . . . . .37 Vice President of Finance and
Treasurer

Page 21
All executive officers are elected by the Board of Directors to servein their respective capacities until their successors are elected and
qualified or until their earlier resignation or removal.

Dr. Boger isafounder of the Company and was its President and Chief Scientific Officer fromits inception in 1989 until May 1992,
when he became President and Chief Executive Officer. In 1997, Dr. Boger became Chairman, President and Chief Executive Officer.
Dr. Boger hasbeen a director since the Company'sinception. Prior to founding the Company in 1989, Dr. Boger held the position of
Senior Director of Basic Chemistry at Merck Sharp & Dohme Research Laboratories in Rahway, New Jersey, where he headed both
the Department of Medicinal Chemistry of Immunology & Inflammation and the Department of Biophysical Chemistry. Dr. Boger is
also a Director of Millennium Pharmaceuticals, Inc. Dr. Boger holds aB.A. in chemistry and philosophy from Wesleyan University
and M.S. and Ph.D. degrees in chemistry from Harvard University.

Mr. Aldrich served asVice President of Business Development of the Company from June 1989 to May 1992, when he became Vice
President and Chief Business Officer. In December 1993, Mr. Aldrich was promoted to Senior Vice President and Chief Business
Officer. He joined Vertex from Integrated Genetics, where he headed that company's business development group. Previously, he
served asProgram Executive at Biogen, Inc., where he coordinated worldwide commercial development of several
biopharmaceuticals, and as Licensing Manager at Biogen S.A. in Geneva, Switzerland, where he managed European and Far Eastern
licensing. Mr. Aldrich previously worked at the Boston Consulting Group, an international management consulting firm. Mr. Aldrich
received a B.S. degree from Boston Collegeand an M.B.A. fromthe Amos Tuck School of Business, Dartmouth College.

Dr. Sato joined Vertex in September 1992 as Vice President of Research and wasappointed Senior Vice President of Research and
Development in September 1994. Previoudly, she wasVice President, Research and a member of the Scientific Board of Biogen, Inc.
Asresearch head at Biogen, she directed research programs in the fields of inflammation, immunology, AIDStherapy and
cardiovascular therapy from early research into advanced product development. Dr. Sato received an A.B. in biology from Radcliffe
Collegeand A.M. and Ph.D. degrees from Harvard University. Following postdoctoral work in chemistry and immunology at the
University of California at Berkeley and Stanford Medical School, shewas appointed to the faculty of Harvard University in the
Department of Biology. Dr. Sato isalso a Director of Mitotix, Inc.

Mr. Buchanan joined the Company in April 1994 from Cilag AG, asubsidiary of Johnson & Johnson based in Zug, Switzerland, where
he served as its Regional Licensing Director since 1987. He previously held the position of Marketing Director of Biogen, Inc. in
Switzerland. Prior to Biogen, Mr. Buchanan served in Product Management at Merck Sharp & Dohme (UK) Limited. Mr. Buchanan
holds a B.Sc. from the University of St. Andrews, Scotland.

Mr. Auchincloss joined the Company in October 1994 after serving as aninvestment banker at Bear, Stearns & Co. Inc. since 1988,
most recently as Associate Director of the Corporate Finance Department. Prior to Bear Stearns, Mr. Auchinclosswas a financial
analyst for PaineWebber, Inc. Mr. Auchinclossholds aB.S. from Babson College and an M.B.A. from The Wharton School,
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University of Pennsylvania.
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SCIENTIFIC ADVISORY BOARD

The Company's Scientific Advisory Board consistsof individuals with demonstrated expertisein variousfields who advise the
Company concerning long-term scientific planning, research and development. The Scientific Advisory Board also eval uates the
Company'sresearch programs, recommends personnel to the Company and advises the Company on technological matters. The
members of the Scientific Advisory Board, whichischaired by Dr. Vicki L. Sato, are:

Vicki L. Sato, Ph.D. . . . . . Seni or Vice President of Research and
Devel opment and Chief Scientific
Oficer,
Vertex Pharmaceutical s | ncorporated.
Steven J. Burakoff, MD . . . Chair, Departnent of Pediatric Oncol ogy,
Dana- Far ber Cancer Institute; Professor
of Pediatrics, Harvard Medical School .
Eugene H. Cordes, Ph.D.. . . . Pr of essor of Pharmacy and Chem stry,
Uni versity of M chigan at Ann Arbor.
Jerone E. Groopnan, MD. . . . Chi ef, Division of Experinental
Medi ci ne,
Beth |srael Deaconess Medical Center;
Recanati Chair of Medicine and
Prof essor of Medicine, Harvard Medi cal
School .
Stephen C. Harrison, Ph.D. . . H ggi ns Professor of Biochenistry,
Harvard University; Investigator, Howard
Hughes Medical Institute; Professor of
Bi ol ogi cal Chemistry and Ml ecul ar
Phar macol ogy and Prof essor of
Pedi atri cs,
Harvard Medi cal School .
Jereny R Knowles, D. Phil.. . Dean of the Faculty of Arts and Sciences
and Anmory Houghten Professor of
Chem stry
and Bi ochemi stry, Harvard University.
Robert T. Schooley, MD. . . . Timdll Professor of Mdicine and
. Head of Infectious D sease, University
0

Col orado Health Sciences Center.

Other than Dr. Sato, none of the members of the Scientific Advisory Board is employed by the Company, and members may have
other commitmentsto or consulting or advisory contracts with their employersor other entities that may conflict or compete with their
obligations to the Company. Accordingly, such persons are expected to devote only a small portion of their time to the Company. In
addition to itsScientific Advisory Board, Vertex has established consulting relationships with a number of scientific and medical
experts who advise the Company on a project-specific basis.
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RISK FACTORS

The following factors, among others, could cause actua results to differ materially from those contained in forward-looking statements
inthis Report or presented elsewhere by Vertex.
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Market Acceptance of Agenerase Cannot Yet BeDetermined

Ageneraseis currently awaiting marketing approval by regulatory authorities, and it istoo early to predict whether the product will be
successful in the market. Four other HIV protease inhibitorsare on the market, as well as a number of other products for the treatment
of HIV infection and AIDS. In addition, numerous other drugsare still in development by the Company's competitors, which may have
more efficacy, fewer side effects, easier administration and/or lower costs. To date, HIV has been shown to develop resistance to
antiviral drugs, including currently marketed HIV protease inhibitors. There can be no assurance that such disease resistance or other
factors will not limit the efficacy of Agenerase. Although Vertex will co-promote Agenerase, most of the marketing effort and &l of
the saleseffort will be made by Glaxo Wellcome, and Vertex will havelittle control over the success of those efforts.

SUCCESSFUL DEVELOPMENT OF PIPELINE CANNOT BE PREDICTED

The products that the Company is pursuing will require extensive additional development, testing and investment, as well asregulatory
approvals, prior to commercialization. No assurance can be given that the Company's product development efforts will be successful,
that required regulatory approvals will be obtained or that any products, if introduced, will be commercially successful. The results of
preclinical and initial clinical trials of products under development by the Company are not necessarily predictive of resultsthat will
be obtained from large-scaleclinical testing, and there can be no assurance that clinical trials of products under development will
demonstrate the safety and efficacy of such products or will result in a marketable product. The administration alone or in combination
with other drugsof any product developed by the Company may produce undesirable side effects in humans. The failure to
demonstrate adequately the safety and efficacy of a therapeutic drug under development could delay or prevent regulatory approval of
the product and could have amaterial adverse effect onthe Company. In addition, the FDA may require additional clinical trials,
which could result in increased costs and significant development delays. Commercial formulation and manufacturing processes have
yet to be developed for the Company's drug candidates other than Agenerase. The Company or its collaborators may encounter
difficultiesin their manufacturing process development and formulation activitiesthat could result in delaysin clinical trials,
regulatory submissions and commercialization of its products, or cause negative financial and competitive consequences.

CLINICAL TRIAL TIMING MAY BE SUBJECT TO DELAYS

The rate of completion of clinical trials of the Company'sproducts is dependent upon, among other factors, the rate of patient accrual.
Patient accrua isafunction of many factors, including the size of the patient population, the proximity of patients to clinical sites, the
eligibility criteria for the tria and the availability of clinical trial material. Delaysin planned patient enrollment in clinical trials may
result in increased costs, program delays or both, which could have a material adverse effect onthe Company. There can be no
assurance that if clinical trials are completed the Company will be able to submit an NDA or that any such application will be reviewed
and approved by the FDA in atimely manner, if at all.
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VERTEX |SDEPENDENT ON COLLABORATIVE PARTNERS

The Company is engaged in research and development collaborations, pursuant to whichits partners have agreed to fund portions of
the Company'sresearch and development programs and/or to conduct certain research and devel opment relating to specified products,
in exchange for certain technology, product and marketing rights relating to those products. Some of the Company's current corporate
partners have certain rightsto control the planning and execution of product development and clinical programs, and there can be no
assurance that such corporate partners rightsto control aspects of such programs will not impede the Company's ability to conduct
such programs in accordance with the schedules and in the manner currently contemplated by the Company for such programs. If any
of the Company's corporate collaborators were to terminate its relationship with Vertex, it could have a material adverse effect on the
Company'sability to fund related and other programs and to devel op, manufacture and market any products that may have resulted
from such collaboration. The Company expects to seek additional collaborative arrangements to develop and commercidize its
products in the future. There can be no assurance that the Company will be able to establish acceptable collaborative arrangementsin
the future or that such collaborative arrangements will be successful.

THE TECHNOLOGIESUSED BY VERTEX ARE RAPIDLY CHANGING

The Company is engaged in pharmaceutical fields characterized by extensive research efforts, rapid technological progress and intense
competition. Further, the Company believes that interestin theapplication of structure-based drug design and related technologies may
continue and may accel erate as the technologies become more widely understood. Businesses, academic institutions, governmental
agencies and other public and private research organizations are conducting research to develop technologiesthat may compete with
those used by the Company. Itis possible that the Company's competitors could acquire or develop technologies that would render the
Company'stechnology obsolete or noncompetitive.
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VERTEX FACES SUBSTANTIAL COMPETITION

There are many public and private companies, including pharmaceutical companies, chemical companies and biotechnology
companies, engaged in developing products for the human therapeutic applicationstargeted by Vertex. The Company is aware of
efforts by others to develop products in each of theareas in whichthe Company has products in devel opment. Inaddition, there can be
no assurance that the Company's products in development will be able to compete effectively with products which are currently on the
market. In order for the Company to compete successfully inthese areas, it must demonstrate improved safety, efficacy, ease of
manufacturing and market acceptance over its competitors, who have received regulatory approval and are currently marketing. Many
of the Company's competitors have substantially greater financial, technical and human resources than those of the Company. In
addition, many of the Company's competitors have significantly greater experience than the Company in conducting preclinical testing
and human clinical trials of new pharmaceutical products, andin obtaining FDA and other regulatory approvals of products.
Accordingly, certain of the Company's competitors may succeed in obtaining regulatory approval for products more rapidly thanthe
Company. If the Company obtains regulatory approval and commences commercial salesof its products, it will also compete with
respect to manufacturing efficiency and sales and marketing capabilities, areas inwhichit currently hasno experience.

VERTEX RELIESON THIRD PARTY MANUFACTURERS

The Company's ability to conduct clinical trials and its ability to commercialize its potential products will depend, in part, on its ability
to manufacture its products on a large scale, either directly or through third parties, at a competitive cost andin accordance with FDA
and other
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regulatory requirements. The Company currently does not have the capacity to manufacture drugs in large-scale quanties and is
dependent on third party manufacturers or collaborative partners for the production of its compounds for preclinical research, clinical
trial purposes and commercial production. In the event that the Company is unable to obtain contract manufacturing, or obtain such
manufacturing on commercially reasonable terms, it may not be able to conduct or complete clinical trials or commerciaizeits
products as planned. The Company has no experience in manufacturing pharmaceutical or other products, and there can be no
assurance that the Company will successfully develop such capabilities. Some of the Company's current corporate partners have
certain manufacturing rights withrespect to the Company's products under development, and there can be no assurance that such
corporate partners manufacturing rights will not impede the Company's ability to conduct the development programs and
commercialize any resulting products in accordance with the schedules and in the manner currently contemplated by the Company.

THE REGULATORY APPROVAL PROCESS ISSUBJECT TO UNCERTAINTIES

The FDA and comparable agencies in foreign countries impose substantial requirements on the introduction of therapeutic
pharmaceutical products through lengthy and detailed laboratory and clinical testing procedures, sampling activities and other costly
and time-consuming procedures. Satisfaction of theserequirements typically takes several years or longer and may vary substantially
based upon thetype, complexity and novelty of the pharmaceutical product. Data obtained from preclinical and clinical activitiesare
susceptible to varying interpretations, which could delay, limit or prevent regulatory approval. In addition, delays or rejections may be
encountered based on changesin, or additions to, regulatory policies for drug approval during the period of product development and
regulatory review. The effect of government regulation may be to delay or prevent the commencement of clinical trials or marketing of
Company products, if any aredeveloped and submitted for approval, for a considerable period of time, to impose costly procedures
upon the Company's activities and to provide a competitive advantage to larger companies or companies more experienced in
regulatory affairs that compete with the Company. Moreover, evenif approval is granted, such approval may entail limitations on the
indicated uses for which a compound may be marketed.

THE SCOPE OF PATENT PROTECTION ISUNCERTAIN

The Company's successwill depend, in part, on its ability to obtain United States and foreign patent protection for its products and
their uses, to preserve its trade secretsand to operate without infringing the proprietary rights of third parties. There can be no
assurance that patentswill issue from any of the Company's pending or future patent applications. Legal standards relating to the
vaidity of patentsand the proper scope of their claims in the biopharmaceutical field are still evolving, and thereisno consistent law
or policy regarding thevalid breadth of claimsin biopharmaceutical patentsor the effect of prior art on them. If the Company is unable
to obtain adeguate patent protection, its ahility to prevent competitors from making, using and selling competing products will be
limited. Furthermore, the Company's activities may infringe the claims of the patents held by third parties. Defense and prosecution of
patent claims, aswell as participation in interference proceedings, can be expensive and time-consuming, even in thoseinstancesin
which the outcome is favorable to the Company. If the outcome of any such litigation or proceeding were adverse, the Company could
be subject to significant liabilities to third parties, could be required to obtain licenses from third parties or could be required to cease
sales of theaffected products, any of which could have amaterial adverse effect on the Company.
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VERTEX WILL CONTINUE TOHAVE SIGNIFICANT FUTURE CAPITAL NEEDS; AVAILABILITY OF ADDITIONAL
FUNDING ISUNCERTAIN

The Company expectsto incur substantial research and development and related supporting expenses as it designs and devel ops
existing and future compounds and undertakes clinical trials of potential drugsresulting from such compounds. The Company also
expectsto incur substantial administrative and commercialization expendituresin thefuture and substantial expensesrelated to the
filing, prosecution, defense and enforcement of patent and other intellectual property claims. The Company anticipates that it will
finance these substantial cash needs with Agenerase royalty revenue, its existing cash reserves, together with interest earned thereon,
future payments under itscollaborative agreements, facilities and equipment financing and additional collaborative agreements. To the
extent that funds fromthese sources are not sufficient to fund the Company'sactivities, it will be necessary to raise additional funds
through public offerings or private placements of debt or equity securities or other methods of financing. Any equity financingscould
result in dilution to the Company'sthen existing stockholders. Any debt financing, if available at all, may be on termswhich, among
other things, restrict the Company'sability to pay dividends (although the Company does not intend to pay dividends for the
foreseeable future). If adequate funds arenot available, the Company may be required to curtail significantly or discontinue one or
more of its research, drug discovery or development programs, including clinical trials, or attempt to obtain funds through
arrangements with collaborative partners or others that may require the Company to relinquish rightsto certain of its technologies or

products in research or development. No assurance can be given that additional financingwill be available on acceptable terms, if at
al.

THIRD PARTY PHARMACEUTICAL REIMBURSEMENT POLICIESMAY AFFECT PRODUCT PRICING

The success of the Company's products in the United States and other significant markets will depend, in part, upon the extent to which
aconsumer will be able to obtain reimbursement for the cost of such products from government health administration authorities,
third-party payors and other organizations. Significant uncertainty exists as to the reimbursement status of newly approved therapeutic
products. Even if aproduct is approved for marketing, there can be no assurance that adequate reimbursement will be available. The
Company is unable to predict what additional legislation or regulation relating to the health care industry or third-party coverage and
reimbursement may be enacted in the future or what effect thelegidation or regulation would have on the Company's business. Failure
to obtain reimbursement could have amaterial adverse effect on the Company.

THE COMPANY LACKS SALES AND MARKETING EXPERIENCE

The Company currently has little experience in marketing and no experience selling pharmaceutical products. The Company must
either develop a marketing and sales force or enter into arrangements with third parties to market and sell any of its product candidates
which are approved by the FDA. In theterritories wherethe Company retains marketing and co-promotion rights, there can be no
assurance that the Company will successfully develop its own sales and marketing experience or that it will be able to enter into
marketing and sales agreements with others on acceptable terms, if at all. If the Company develops itsown marketing and sales
capability, it will compete with other companies that currently have experienced and well-funded marketing and sales operations. To
the extent that the Company has or entersinto co-promation or other salesand marketing arrangements with other companies, any
revenues to be received by the Company will be dependent on the efforts of others, and there can be no assurance that such efforts will
be successful.
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THERE ISA RISK OF PRODUCT LIABILITY

The Company's business will expose it to potential product ligbility risksthat are inherent in the testing, manufacturing and marketing
of pharmaceutical products. The use of the Company'sproducts in clinical trials also exposes the Company to the possibility of
product liability claims and possible adverse publicity. These risks will increase to the extent the Company's products receive
regulatory approval and arecommercialized. There can be no assurance that the Company will be able to maintain its existing levels of
product liability insurance or be able to obtain or maintain such additional insuranceas it may need in the future on acceptable terms.
Nor can there be any assurance that the Company'sexisting insurance or any such additional insurancewill provide adequate coverage
against potentia ligbilities.

SHARE PRICE MAY FLUCTUATE BASED ON FACTORSBEYOND VERTEX'SCONTROL

Market prices for securities of companies such as Vertex are highly volatile, and the market for the securities of such companies,
including the Common Stock of the Company, hasfrom time to time experienced significant price and volume fluctuationsthat are
unrelated to the operating performance of these particular companies. Factors such as announcements of results of clinical trials,
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technological innovations or new products by Vertex or its competitors, government regulatory action, public concern as to the safety
of products developed by the Company or others, patent or proprietary rights devel opments and market conditions for pharmaceutical
and biotechnology stocks, in general, could have a significant adverse effect on the future market price of the Company'scommon
stock.

VERTEX HASANTI-TAKEOVER PROVISIONSTHAT MAY DISCOURAGE CHANGE IN CONTROL

The Company's charter and By-law provisions and the Company's Stockholder Rights Plan may discourage certain types of
transactions involving an actual or potential changein control of the Company which might be beneficial to the Company or its
stockholders. The Company'scharter provides for staggered termsfor the members of theBoard of Directors. The Company's By-laws
grant the Directors aright to adjourn annual meetings of stockholders, and certain provisions of the By-laws may be amended only
with an 80% stockholder vote. Pursuant to the Company's Stockholder Rights Plan, each share of Common Stock hasan associated
preferred share purchase right (a"Right"). The Rightswill not trade separately from the Common Stock until, and are exercisable only
upon, the acquisition or the potential acquisition through tender offer by a person or group of 15% or more of the outstanding
Common Stock. Shares of any class or series of preferred stock may be issued by the Company in the future without stockhol der
approva and upon such terms as the Board of Directors may determine. The rights of the holders of Common Stock will be subject to,
and may be adversely affected by, the rights of theholders of any classor series of preferred stock that may be issued in the future.

ITEM 2. PROPERTIES

The Company |leases an aggregate of approximately 134,000 square feet of laboratory and office space in seven fecilities at in
Cambridge, Massachusetts. The leases have expiration dates ranging from December 2000 to 2009. The Company has the option to
extend the lease for the Company's headquarters facility at 130 Waverly Street, Cambridge, for up to two additional terms, ending in
2015.

During 1998, Vertex opened aresearch and development facility inthe U.K. of approximately 7,000 square feet of laboratory and
office spacelocated in Swindon under alease expiring in August 2000. The Company has theright to terminate thislease at any time
after June 1999. The Company hasalso leased approximately 24,000 square feet of laboratory and office
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space in Milton Park under alease expiringin 2013, with aright of early termination in 2008. Upon completion of construction of the
Milton Park facility, expected by thethird quarter of 1999, the Company will consolidate its U.K. business and research and
development activitiesfrom Ascot and Swindonto Milton Park.

The Company believes its facilities are adequate for its current needs. The Company believes it can obtain additional space on
commercially reasonable terms.

ITEM 3. LEGAL PROCEEDINGS

Chiron Corporation (*Chiron") filed suit on July 30, 1998 against the Company and Eli Lilly and Company in the United States
District Court for the Northern District of California, alleging infringement by the defendants of various U.S. patents issued to Chiron.
The infringement action relates to research activities by the defendants in the hepatitis C vira protease field and the alleged use of
inventions claimed by Chiron in connection with that research and development. Chiron hasrequested damages in an unspecified
amount, aswell as anorder permanently enjoining the defendants from unlicensed use of Chiron inventions. While thefinal outcome
of these actions cannot be determined, the Company believes that the plaintiff's claims are without merit and intends to defend the
actions vigoroudly.

ITEM 4. SUBMISSION OF MATTERS TO SECURITY HOLDERS

There were no matters submitted to a vote of security holders during the fourth quarter of the fiscal year ended December 31, 1998.
PART II

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS

The Company's Common Stock trades on the Nasdag National Market ("Nasdag") under the symbol "VRTX." The following table sets
forth the high, low and last sale prices of each quarter for the Common Stock as reported by Nasdaq for the periods indicated.
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First Quarter $52 3/4 $37 3/4 $40 1/2
Second Quarter 49 3/4 27 5/8 38 1/4
Third Quarter 41 5/8 29 3/8 37 3/4
Fourth Quarter 38 3/8 25 1/ 4 33
1998 H gh Low d ose
First Quarter $40 3/8 $31 1/4 $31

15/ 16

Second Quarter 33 7/8 21 1/2 22 1/2
Third Quarter 27 718 14 1/2 23
Fourth Quarter 30 20 29 3/4
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The last sale price of the Common Stock on March 12, 1999, as reported by Nasdag, was $26.75 per share. Asof March 12, 1999,
there were 254 holders of record of the Common Stock (approximately 7,200 beneficia holders).

The Company has never declared or paid any cash dividends on its Common Stock and currently expects that future earnings, if any,
will beretained for usein its business.

RECENT SALES OF UNREGISTERED SECURITIES
None
ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

The following selected consolidated financial datafor each of thefive years inthe period ended December 31, 1998 are derived from
the Company's Consolidated Financial Statements. This data should be read in conjunction with the Company's audited financial
statements and related notes, and "Management's Discussion and Analysis of Financial Condition and Results of Operations.”

YEAR ENDED DECEMBER 31,

1998 1997 1996 1995 1994
(I'N THOUSANDS, EXCEPT PER SHARE AMOUNTS)
Consol i dated Statenent of Operations Data:

Revenues:
Col | aborative and ot her research and
devel opnent revenues. . . . . . . . . . . $ 29,055 $ 29,926 $ 13,341 $ 22,081 $ 19,571
Investment income. . . . . . . . . . . . . . 15, 343 13, 873 5, 257 5, 453 3,574
Total revenues. . . . . . . . . . . . . . 44, 398 43,799 18,598 27,534 23, 145
Costs and expenses:
Research and developnment . . . . . . . . . 58, 668 51, 624 35, 212 41,512 34,761
Ceneral and administrative . . . . . . . . 18, 135 11, 430 7,929 7,069 5, 540
License Paynment. . . . . . . . . . . . . . . -- -- 15, 000 - - --
Interest . . . . . . . . . . .. L. 681 576 462 481 439
Total costs and expenses. . . . . . . . . 77,484 63, 630 58, 603 49, 062 40, 740
Net loss . . . . . . . . . . . . . .. ... $(33, 086) $(19, 831) $(40, 005) $(21, 528) $(17,595)

Basic and diluted net |oss per conmmon

share. . . . . . . . . . . . ... .. ... .% (131 $ (0.82) $ (2.13) $ (1.25) $ (1.11)

Basi ¢ and diluted wei ghted average

nunber of common shares outstanding. . . . . . 25, 299 24, 264 18, 798 17, 231 15, 818
EGAF

— FaalfiliE 2002. EDGAR Online, Inc.




DECEMBER 31,

1998 1997 1996 1995 1994

Consol i dat ed Bal ance Sheet Data:

Cash, cash equivalents and investnents . . . $245, 652 $279, 671 $130, 359 $86, 978 $106, 470
Total assets . . . . . . . . . . . . . . .. 266, 346 295, 604 143, 499 98, 981 116, 175
Obl i gations under capital |eases and debt,

excluding current portion. . . . . . . . . . 7,032 5,905 5,617 4,912 4,729
Accurul ated deficit. . . . . . . . . . . .. (149, 861) (116, 775) (96, 944) (56, 939) (35, 411)
Total stockholders' equity . . . . . . . . . 246, 212 276, 001 130, 826 85, 272 105, 478
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ITEM 7.MANAGEMENT'S DISCUSSION AND ANALY SIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

THIS DISCUSSION CONTAINS FORWARD-LOOKING STATEMENTS WHICH ARE SUBJECT TO CERTAIN RISKS AND
UNCERTAINTIES THAT CAN CAUSE ACTUAL RESULTSTO DIFFER MATERIALLY FROM THOSE DESCRIBED.
FACTORS THAT MAY CAUSE SUCH DIFFERENCES INCLUDE BUT ARE NOT LIMITED TO THOSE DESCRIBED IN THE
SECTION ENTITLED "RISK FACTORS." READERS ARE CAUTIONED NOT TO PLACE UNDUE RELIANCE ON THESE
FORWARD-LOOKING STATEMENTS WHICH SPEAK ONLY ASOF THE DATE HEREOF. THE COMPANY UNDERTAKES
NO OBLIGATION TO PUBLICLY UPDATE OR REVISE THESE FORWARD-LOOKING STATEMENTS TO REFLECT
EVENTS OR CIRCUMSTANCES AFTER THE DATE HEREOF.

The Company is engaged in the discovery, development and commercialization of novel, small molecule pharmaceuticals for the
treatment of major diseases for which there are currently limited or no effective treatments. The Company is aleader in the use of
structure-based drug design, an approach to drug discovery that integrates advanced biology, biophysics, chemistry and information
technologies. The Company is conducting research and devel opment programs to develop pharmaceuticals for the treatment of viral
diseases, multidrug resistance in cancer, autoimmune and inflammatory diseases and neurodegenerative disorders.

To date, the Company has not received any material revenues fromthe sale of pharmaceutical products. A New Drug Application
("NDA") was submitted in October 1998 for the Company'slead product, Agenerase-TM- (amprenavir) for thetreatment of HIV
infection. Glaxo Wellcome plc ("Glaxo Wellcome"), Vertex's partner, hasalso submitted applications for market approval to Canadian
and European regulatory agencies. Assuming the NDA is approved, the Company will receive aroyalty on sales of Agenerase from
Glaxo Wellcome. The Company has incurred operating losses since itsinception and expectsto incur alossin 1999. The Company
believes that operating losses may continue beyond 1999, even if significant royalties arerealized on Agenerase-TM- sales, because
the Company is planning to make significant investments in research and development for its other potential products. The Company
expectsthat losses will fluctuate from quarter to quarter andthat such fluctuations may be substantial.

RESULTS OF OPERATIONS
YEAR ENDED DECEMBER 31, 1998 COMPARED WITH YEAR ENDED DECEMBER 31, 1997.

The Company's total revenues were $44,398,000 in 1998 as compared to $43,799,000 in 1997. In 1998, revenues consisted of
$27,939,000 under the Company's collaborative agreements, $15,343,000 in investment incomeand $1,116,000 in government grants
and other income. Collaborative revenue in 1998 included a $6,000,000 payment from Schering AG, Germany ("'Schering AG")
associated withthe signing of a collaborative agreement for the Company's neurophilin ligand program and $4,000,000 of research
funding under that agreement, a $2,000,000 milestone payment from Kissei Pharmaceutical Co., Ltd. ("Kisse") for the acceptance of
V' X-745 as the lead development candidate for the Company's p38 MAP kinase program, and a $3,000,000 milestone payment from
Glaxo Wellcome for the NDA filing for Agenerase. Other collaborative revenue in 1998 included $3,738,000 from Kissei, $3,457,000
from Glaxo Wellcome, $5,193,000 from Eli Lilly and Company ("Lilly") and $551,000 from others. Research funding requirements
under the Glaxo Wellcome agreement ended on December 31, 1998, although Glaxo Wellcome continuesto have certain devel opment
funding obligations. In 1997, revenues consisted of $27,703,000 under the Company's collaborative agreements, $13,873,000 in
investment income, and $2,223,000 in government grantsand other income. Revenue from collaborative agreementsin 1997 consisted
of $3,275,000 from Glaxo Wellcome, $8,660,000 from Hoechst Marion Roussel ("HMR"), $9,810,000 from Kissei, $5,694,000 from
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Lilly and $264,000 from others.
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Total costsand expenses increased to $77,484,000 in 1998 from $63,630,000 in 1997. Research and development expensesincreased
to $58,668,000 in 1998 from $51,624,000 in 1997. The Company increased research staffing, including opening aresearch site in the
U.K., to fully staff a higher number of discovery programs. Inaddition, the Company expanded its development infrastructure. General
and administrative expenses increased in 1998 to $18,135,000 from $11,430,000 in 1997 primarily asaresult of headcount growth to
handl e the administrative requirements of the Company'sgrowing research and development operation, legal expenses associated with
expansion of the Company's intellectual property position and marketing expenses associated with the anticipated launch of Agenerase
and the Company's co-promotion preparations. Interest expenseincreased in 1998 to $681,000 from $576,000 in 1997 due to higher
levels of equipment financing during 1998.

The Company recorded a net loss of $33,086,000 or $1.31 per share in 1998 compared to a net loss of $19,831,000 or $0.82 per share
in1997.

YEAR ENDED DECEMBER 31, 1997 COMPARED WITH YEAR ENDED DECEMBER 31, 1996.

The Company's total revenues increased to $43,799,000 in 1997 from $18,598,000 in 1996. In 1997, revenues consisted of
$27,703,000 under the Company's collaborative agreements, $13,873,000 in investment income, and $2,223,000 in government grants
and other income. The principal reasons for theincreasein revenue in 1997 were the commencement of new collaborations with Lilly
on the Company's hepatitis C protease program and with Kissei onthe Company's p38 MAP kinase program, in addition to greater
investment incomefrom higher levels of cash and investments. The 1997 collaborations with Lilly and Kissel included payments of
$3,000,000 and $4,000,000, respectively, and research funding of $2,694,000 and $1,500,000, respectively. Other collaborative
revenue in 1997 included $4,310,000 from Kissei, $8,660,000 from HMR, which included a $3,000,000 milestone payment,
$3,275,000 from Glaxo Wellcome, and $264,000 from others. Research funding requirements under the HMR agreement ended on
December 31, 1997, although HMR continues to have certain development funding obligations. In 1996, revenues consisted of
$12,013,000 under the Company's collaborative agreements, $5,257,000 in investment incomeand $1,328,000 in government grants
and other income. Revenue from collaborative agreementsconsisted of $6,289,000 from Glaxo Wellcome, $4,196,000 from HMR,
$692,000 from Kissel and $836,000 from others.

The Company's total costs and expenses increased to $63,630,000 in 1997 from $58,603,000 in 1996. In 1996, the Company paid
$15,000,000 to abtain a non-exclusive, world-wide license under certain G.D. Searle & Co. ("Searle") patent applications claiming
HIV protease inhibitors. Research and development expensesincreased to $51,624,000 in 1997 from $35,212,000 in 1996 principally
due to the commencement of preclinical development activitiesfor drug candidates in the ICE and IMPDH programs as well as the
continued expansion of the Company's core scientific staff. Inaddition, general and administrative expensesincreased to $11,430,000
in 1997 from $7,929,000 in 1996. The increase in general and administrative expense principally reflects the impact of personnel
additions, anincrease inlegal expensesrelated to patent activity and an increase in marketing activities. Interest expenseincreased to
$576,000 in 1997 from $462,000 in 1996 due to higher levels of equipment lease financing during the year.

The Company recorded a net loss of $19,831,000 or $0.82 per share in 1997 compared to a net loss of $40,005,000 or $2.13 per share
in 1996. The lower loss per sharereflects not only alower aggregate loss but also an increase in average common shares outstanding
from 18,798,000 in 1996 to 24,264,000 in 1997 dueto two Common Stock offerings in August 1996 and March 1997.
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LIQUIDITY AND CAPITAL RESOURCES

The Company's operations have been funded principally through strategic collaborative agreements, public offerings and private
placements of the Company's equity securities, equipment financing, government grants and investment income. Assuming Agenerase
is approved by the FDA, the Company will begin receiving product royalty revenue in 1999. The Company hasbeen expanding its
operations in order to increase and advance the number of potential products in its research and devel opment pipeline. Consequently,
the Company expectsto incur increased research and development and related supporting expenses and islikely to continue
experiencing losses on a quarterly and annual basis. The Company also expects to incur substantial administrative and
commercialization expenditures in the future and additional expensesrelated to the filing, prosecution, defense and enforcement of
patent and other intellectual property rights.

The Company expects to financethese substantial cash needs with expected royalty revenue from Agenerase, its existing cash and
investments of approximately $246,000,000 at December 31, 1998, together with investmentincome earned thereon, future payments
under its existing collaborative agreements, and facilities and equipment financing. To the extent that funds from these sources are not
sufficient to fund the Company's activities, it will be necessary to raise additional funds through public offerings or private placements
of securities, or new research collaborations for new or existing projects or other methods of financing. There can be no assurance that
such financingwill be available on acceptable terms, if at all.
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The Company's aggregate cash and investmentsdecreased by $34,019,000 during 1998 to $245,652,000 at December 31, 1998. Cash
used by operations, principally to fund research and development activities, was$31,055,000 during the same period. The Company
also expended $7,901,000 during thisperiod to acquire property and equipment, principally for research equipment and facilities.
During 1998, the Company entered into equipment financing arrangements in the aggregate amount of $4,085,000 and repaid
$2,716,000 of its lease obligations.

In addition to the expansion of theresearch and development activitiesin the U.S., the Company expanded its U.K. operations to
include a research site during 1998. The Company expects that, in general, research and development as well asgeneral and
administrative expenses will continue to increase as the Company starts new research projects, advances current clinical and
preclinical candidates, and expands its marketing and business development activities.

During 1998, the Company and Schering AG entered into a collaborative agreement to research, develop and commercialize novel,
orally active neurophilin ligand compounds to promote nerve regeneration for thetreatment of a number of neurological diseases.
Under the terms of the agreement, Schering AG will pay the Company up to $88,000,000 composed of a $6,000,000 license payment
paid in September 1998, $22,000,000 of product research funding over five years and potentially $60,000,000 of development and
commercialization milestone payments.

At December 31, 1998, the Company leased approximately 134,000 square feet of office and research space in the U.S. and 31,000
square feet in the U.K. These leases have termsranging from 3 to 10 years. In addition, the Company'sliability for capitalized
equipment lease obligations and other equipment financing total ed approximately $10 million at December 31, 1998.

YEAR 2000

The Company has completed its evaluation of its business critical information technology systems ("I T Systems") and has determined
the actions necessary in order to ensurethat such IT Systemswill be able to function without disruption with respect to the application
of dating systemsintheYear 2000. The Company hasbegun to upgrade, replace and test certain of itsIT
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Systemsbased on the results of that evaluation. Evaluation of embedded systems in the Company's non-computer equipment (“Non-IT
Systems') for Y ear 2000 complianceis under way but has not been completed.

In addition to risks associated with the Company's own computer systems and equipment, the Company has relationships with, and is
to varying degrees dependent upon, a number of third parties that provide goods, servicesand information to the Company. These
include contract manufacturers, suppliers, licenseesand licensors, vendors, research partners and financial institutions, whose systems
and equipment are outside the control of the Company. If certain of these third parties experience failuresin their computer systems or
equipment due to Y ear 2000 non-compliance, it could affect the Company'sability to engage in normal business activities. The
Company intends to contact its significant vendors and partnersto ascertain their Y ear 2000 compliance and to determine the extent to
whichthe Company is vulnerable to their non-compliance, if any.

The Company expectsto complete its internal evaluation and remediation efforts and its assessment of third party compliance and
contingency plans by mid-1999. However, there can be no assurance that these evaluations and any required remedial actionswill be
able to be completed on atimely basis. The Company believes that its IT Systemsand Non-IT Systemsare either already Y ear 2000
compliant or will be so prior to theYear 2000. The Company estimates the cost of making itsIT systemsand Non-IT systemsY ear
2000 complaint will be approximately $200,000. There can be no assurance, however, that the Company will not experience
unexpected costsin achieving full Y ear 2000 compliance, which could result in a material adverse effect on the Company'sfuture
results of operations. The Company believes that it will be able to locate alternate sources for any critical goods or services provided
by non-compliant third parties, if any. However, the Company may not be able to timely develop or implement contingency plans to
address those business critical systems and third party relationships which may not be Y ear 2000 compliant.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The Company ownsfinancial instruments that are sensitive to market risks aspart of its investment portfolio. The investment portfolio
is used to preserve the Company's capital until it is required to fund operations, including the Company's research and development
activities. None of these market-risk sensitive instrumentsare held for trading purposes. The Company does not own derivative
financial instruments in its investment portfolio.

INTEREST RATE RISK
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The Company investsits cash in avariety of financial instruments, principally securities issued by the U.S. Government and its
agencies, investment grade corporate and money market instruments. These investmentsare denominated in U.S. dollars. These bonds
are subject to interest raterisk, and could declinein valueif interest rates fluctuate. The Company's investment portfolio includes only
marketable securities with active secondary or resale markets to help ensure portfolio liquidity and the Company hasimplemented
guidelines limiting the duration of investments. Due to the conservative nature of these instruments, the Company does not believe that
it has amaterial exposureto interest rate risk.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The information required by Item 8 is contained on pages F-1 through F-18 of this Report.

ITEM 9. CHANGES INAND DISAGREEMENTSWITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

Not applicable.

PART 111
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERSOF THE REGISTRANT
The information regarding directors required by thisltem isincluded in the definitive Proxy Statement for the Company's 1999 Annual
Meeting of Stockholders, to be filed withthe Commission on or about April 12, 1999 (the "1999 Proxy Statement"), under "Election
of Directors' and isincorporated herein by reference. The information regarding executive officers required by this Item isincludedin
Part | of this Annual Report on Form 10-K.
ITEM 11. EXECUTIVE COMPENSATION
The information required by thisltem isincluded in the 1999 Proxy Statement under "Executive Compensation" and isincorporated
herein by reference (excluding, however, the "Report on Executive Compensation” and the Performance Graph contained in the 1999
Proxy Statement, which shall not be deemed incorporated herein).
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The information required by thisltem isincluded in the 1999 Proxy Statement under " Security Ownership of Certain Beneficial
Owners and Management” andis incorporated herein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
Not applicable.
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PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTSON FORM 8-K

(a)(1) FINANCIAL STATEMENTS. The Financia Statements required to be filed by Item 8 of this Annual Report on Form 10-K,
and filed herewith, are as follows:
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Page Number in
This Form 10-k

Report of Independent Accountants . . . . . . . . . . . . . . . . . F-2
Consol i dated Bal ance Sheets as of Decenber 31, 1998 and 1997. . . . F-3
Consol i dated Statenents of Qperations for the years ended

Decenber 31, 1998, 1997 and 1996 . . . . . . C e e e e F-4
Consol i dated Statements of Stockhol ders' Equity for the

years ended Decenber 31, 1998, 1997 and 1996 . . . . . . . . . . . F-5
Consol i dated Statenents of Cash Flows for the years ended

Decenber 31, 1998, 1997 and 1996 . . . . . . . . . . . . . . . .. F-6
Notes to Consolidated Financial Statenents. . . . . . . . . . . . . F-7 to
F-18

(8)(2) FINANCIAL STATEMENT SCHEDULES.

Financial Statement Schedules have been omitted because they are either not applicable or therequired information isincluded in the
consolidated financial statementsor notes thereto.

(a)(3) EXHIBITS.

EXH BI T EXH BI T
NUVBER DESCRI PTI ON
3.1 Restated Articles of Organization filed with the Commonweal t h of

Massachusetts on July 31, 1991 (filed as Exhibit 3.1 to the Conpany's
1997 Annual Report on Form 10-K (File No. 0-19319) and i ncor porated
herein by reference).

3.2 Articles of Amendnent filed with the Commonweal th of Massachusetts on
June 4, 1997 (filed as Exhibit 3.2 to the Conpany's 1997 Annual

Report
on Form 10-K (File No. 0-19319) and incorporated herein by

ref erence).

3.3 Certificate of Vote of Directors Establishing a Series of a Cass of
Stock, as filed with the Secretary of the Comonweal th of
Massachusetts on July 31, 1991 (filed as Exhibit 3.3 to the Conpany's
1997 Annual Report on Form 10-K (File No. 0-19319) and i ncor porat ed
herein by reference).

3.4 By-l aws of the Conpany (filed as Exhibit 3.2 to the Conpany's

Regi stration Statenment on Form S-1 (Registration No. 33-43874) and
i ncorporated herein by reference).

Page 36

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




4.3

10-K

10.1

Form

10. 2

10.3

10. 4

10.5
and

10.6

10. 7

10. 8

Al dri ch,

10.9

June

10. 10

Speci men stock certificate (filed as Exhibit 4.1 to the Conpany's
Regi stration Statement on Form S-1 (Registration No. 33-40966) or
anendnents thereto and incorporated herein by reference).

St ockhol der Rights Plan (filed as Exhibit 4.2 to the Conpany's
Regi stration Statement on Form S-1 (Registration No. 33-40966) or
anendnents thereto and incorporated herein by reference).

First Amendnent to Rights Agreenment dated as of February 21, 1997
(filed as Exhibit 4.3 to the Conpany's 1996 Annual Report on Form

(File No. 0-19319) and incorporated herein by reference).

1991 Stock Option Plan, as amended and restated as of May 13, 1993
(filed as Exhibit 28.1 to the Conpany's Registration Statenent on

S-8 (No. 33-65742) and incorporated herein by reference).*

1994 Stock and Option Plan (filed as Exhibit 10.2 to the Company's
1994 Annual Report on Form 10-K (File No. 0-19319) and i ncorporated
herein by reference).*

1996 Stock and Option Plan (filed as Exhibit 10.3 to the Company's
1996 Annual Report on Form 10-K (File No. 0-19319) and i ncorporated
herein by reference).*

Amendment to 1996 Stock and Option Plan adopted Decenber 12, 1997
(filed as Exhibit 10.4 to the Conpany's 1997 Annual Report on Form
10-K (File No. 0-19319) and incorporated herein by reference).*

Non- Conpetition and Stock Repurchase Agreenent between the Conpany

Joshua Boger, dated April 20, 1989 (filed as Exhibit 10.2 to the
Conpany's Registration Statement on Form S-1 (Registration No.
33-40966) or anendnents thereto and incorporated herein by
reference) . *

Form of Enpl oyee Stock Purchase Agreenent (filed as Exhibit 10.3 to
the Conpany's Registration Statement on Form S-1 (Registration No.
33-40966) or anendnents thereto and incorporated herein by
reference).*

Form of Enpl oyee Non-Di sclosure and Inventions Agreenent (filed as
Exhibit 10.4 to the Conpany's Registration Statenment on Form S-1
(Registration No. 33-40966) or anendnents thereto and incorporated
herein by reference).

Form of Executive Enpl oynent Agreenent executed by Richard H

Joshua S. Boger, and Vicki L. Sato (filed as Exhibit 10.6 to the
Conpany's 1994 Annual Report on Form 10-K (File No. 0-19319) and
i ncorporated herein by reference).*

Form of Anmendnment to Enpl oynent Agreenent executed by Richard H
Al drich, Joshua S. Boger and Vicki L. Sato (filed as Exhibit 10.1 to
the Conpany's Quarterly Report on Form 10-Q for the quarter ended

30, 1995 (File No. 0-19319) and incorporated herein by reference).

Series C Convertible Preferred Stock Purchase Agreenent between the
Conpany and the party nanmed therein, dated Septenber 21, 1990 (filed
as Exhibit 10.8 to the Conpany's Registration Statenent on Form S-1
(Registration No. 33-40966) or anmendnments thereto and incorporated
herein by reference).
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10. 11

10. 12

10. 13

10. 14

10. 15
Canbri dge,

10-K

10. 16

year

10. 17

10. 18

10. 19

10. 20
herew t h).

10. 21
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Stock Purchase Agreenent dated Novenmber 10, 1994 between the Conpany
and Biotech Target S.A (filed as Exhibit 10.12 to the Conpany's 1994
Annual Report on Form 10-K (File No. 0-19319) and incorporated herein
by reference).

Lease dated Cctober 1, 1992 between C. Vincent Vappi and the Conpany
relating to the prem ses at 40 Allston Street, 618 Putnam Street, 228
Sidney Street, and 240 Sidney Street (filed as Exhibit 10.14 to the
Conpany's Annual Report on Form 10-K for the year ended Decenber 31
1992 (File No. 0-19319) and incorporated herein by reference).

First Amendment as of March 1, 1995 to the | ease between C Vincent
Vappi and the Conpany (filed as Exhibit 10.2 to the Conpany's
Quarterly Report on Form 10-Q for the quarter ended June 30, 1995
(File No. 0-19319) and incorporated herein by reference).

Second Arendnent as of February 12, 1997 to Lease between C. Vincent
Vappi and the Conpany (filed as Exhibit 10.14 to the Conpany's Annua
Report on Form 10-K for the year ended Decenber 31, 1996 (File No.
0-19319) and incorporated herein by reference ).

Lease dated March 1, 1993, between Fort Washington Realty Trust and
the Conpany, relating to the prem ses at 625 Putnam Avenue,

MA (filed as Exhibit 10.10 to the Conmpany's Annual Report on Form

for the year ended Decenber 31, 1993 (File No. 0-19319) and
i ncorporated herein by reference).

First Amendnent, dated 1 Decenber 1996, to Lease between Fort
Washi ngton Realty Trust and the Conpany dated 1 March 1993 (filed as
Exhibit 10.16 to the Conpany's Annual Report on Form 10-K for the

ended Decenber 31, 1996 (File No. 0-19319) and incorporated herein by
ref erence).

Second Amendnent, dated 1 February 1998, to Lease between Fort

Washi ngton Realty Trust and the Conpany dated 1 March 1993 (filed as
Exhibit 10.17 to the Conpany's 1997 Annual Report on Form 10-K (File
No. 0-19319) and incorporated herein by reference).

Lease dated March 3, 1995, between Fort Washington Realty Trust and
the Conpany, relating to the prem ses at 130 Waverly Street,
Canbridge, MA (filed as Exhibit 10.15 to the Conpany's 1994 Annua
Report on Form 10-K (File No. 0-19319) and incorporated herein by
ref erence).

First Arendnent to Lease dated March 3, 1995 between Fort Washi ngton
Realty Trust and the Conpany (filed as Exhibit 10.15 to the Conpany's
1995 Annual Report on Form 10-K (File No. 0-19319) and i ncor porat ed
herein by reference).

Second Amendnent to Lease and Option Agreenent dated June 12, 1997
between Fort Washington Realty Trust and the Conpany (filed

Agreement for Lease of Premi ses at 88 MIton Park, Abingdon
Oxfordshire between MIton Park Limited and Vertex Pharnaceuticals
(Europe) Limted and Vertex Pharmaceuticals Incorporated (filed
her ew t h)
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10. 22
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Research and Devel opment Agreenent dated April 13, 1993 between the
Conpany and Kissei Pharmaceutical Co., Ltd. (with certain

confidenti al

Quarterly

10. 23

Quarterly
No.

10. 24

10. 25

31,

10. 26

10. 27

10. 28
del et ed,

t he

21

23
27

informati on deleted) (filed as Exhibit 10.1 to the Conpany's

Report on Form 10-Q for the quarter ended March 31, 1993 (File No.
0-19319) and incorporated herein by reference).

Research, Devel opnent, and License Agreenent dated Septenber 8, 1993
bet ween the Conpany and Roussel Uclaf (with certain confidentia
information deleted) (filed as Exhibit 10.1 to the Conpany's

Report on Form 10-Q for the quarter ended Septenber 30, 1993 (File
0-19319) and incorporated herein by reference).

Research Agreenent and License Agreenent, both dated Decenber 16,
1993, between the Conpany and Burroughs Wellcome Co. (with certain
confidential infornation deleted) (filed as Exhibit 10.16 to the
Conpany's Annual Report on Form 10-K for the year ended Decenber 31,
1993 (File No. 0-19319) and incorporated herein by reference).

Li cense Agreenent and Supply Agreenent, both dated May 9, 1996

bet ween the Conpany and Bi oChem Pharnma (International) Inc. (with
certain confidential information deleted) (filed as Exhibit 10.1 to
the Conpany's Quarterly Report on 10-Q for the quarter ended March

1996 (File No. 0-19319) and incorporated herein by reference).

Research and Devel opnment Agreenent between the Conpany and Eli Lilly
and Conpany effective June 11, 1997 (filed with certain confidentia
information deleted as Exhibit 10.1 to the Conpany's Quarterly Report
on Form 10-Q for the quarter ended June 30, 1997, and i ncorporated
herein by reference).

Research and Devel opnment Agreenment between the Conpany and Kisse
Pharmaceutical Co. Ltd. effective Septenmber 10, 1997 (filed, with
certain confidential information deleted, as Exhibit 10.1 to the
Conpany's Quarterly Report on Form 10-Q for the quarter ended
Sept enber 30, 1997, and incorporated herein by reference).

Research Agreenent between the Conpany and Schering AG dated as of
August 24, 1998 (filed, with certain confidential information

as Exhibit 10.1 to the Conpany's Quarterly Report on Form 10-Q for

quarter ended Septenber 30, 1998, and incorporated herein by
ref erence).

Subsi diaries of the Conpany (filed as Exhibit 21 to the Conpany's
1997 Annual Report on Form 10-K (File No. 0-19319) and i ncor porat ed
herein by reference).

Consent of |ndependent Accountants (filed herew th).
Fi nancial Data Schedule (subnmitted as an exhibit only in the

el ectronic format of this Annual Report on Form 10-K subnmitted to the
Securities and Exchange Commi ssion).
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* Compensatory plan or agreement applicable to management and employees.
(b) Reports on Form 8-K. No reports on Form 8-K were filed by the Company during the quarter ended December 31, 1998.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant hasduly caused this report
to be signed onits behalf by the undersigned, thereunto duly authorized.

VERTEX PHARMACEUTICALS INCORPORATED

March 29, 1999 By: [/s/ Joshua S. Boger

Joshua S. Boger
Presi dent and Chi ef Executive Oficer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by thefollowing persons on
behalf of the registrant and in the capacities and on the dates indicated.
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Narre

/'s/ Joshua S. Boger

Joshua S. Boger

/sl Thomas G Auchi ncl oss,

Thomas G Auchi ncl oss, Jr.

/'s/ Hans D. Van Houte

Hans D. van Houte

/s/ Barry M Bl oom

Barry M Bl oom

/'s/ Donald R Conklin

Donald R Conklin

/'s/ Roger W Brinbl econbe

Roger W Bri nbl econbe

/sl Wlliam W Helman |V

WlliamW Helman |V

/sl Bruce |. Sachs

Bruce |. Sachs

/sl Charles A. Sanders

Charl es A Sanders

/sl Elaine S. Ulian

Elaine S. Ulian

senree vl banna 2002,

Director, Chairman, President
and Chi ef Executive Oficer
(Principal Executive Oficer)

Vi ce President of Finance
and Treasurer
(Principal Financial Oficer)

Controller

Director

Director

Director

Director

Director

Director

Director
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24,
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1999
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1999

1999

1999
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10. 20 Second Amendnent to Lease and Option Agreenent dated June 12, 1997
between Fort Washington Realty Trust and the Conpany (filed

herew t h).

10. 21 Agreement for Lease of Prem ses at 88 MIton Park, Abingdon,
Oxfordshire between MIton Park Limted and Vertex Pharnaceuticals
(Europe) Limted and Vertex Pharmaceuticals Incorporated (filed
herewi t h)

23 Consent of | ndependent Accountants (filed herewith).

27 Fi nanci al Data Schedule (subnmitted as an exhibit only in the

el ectronic format of this Annual Report on Form 10-K submitted to the
Securities and Exchange Conmi ssion).
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Page F-1
Report of Independent Accountants

To theBoard of Directors and Shareholders of Vertex Pharmaceuticals Incorporated:

In our opinion, the accompanying consolidated balance sheets and therelated consolidated statements of operations, of stockholders
equity and of cash flows present fairly, in all material respects, thefinancial position of Vertex Pharmaceuticals Incorporated and its
subsidiaries at December 31, 1998 and 1997, and theresults of their operations and their cash flowsfor each of the threeyearsin the
period ended December 31, 1998 in conformity with generally accepted accounting principles. These financial statementsare the
responsibility of the Company's management; our responsibility is to express an opinion on thesefinancial statements based on our
audits. We conducted our audits of these statementsin accordance with generally accepted auditing standards which require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on atest basis, evidence supporting the amounts and disclosuresin thefinancial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall financia statement presentation.
We believe that our audits provide a reasonable basis for the opinion expressed above.
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PricewaterhouseCoopers LLP

Boston, Massachusetts
February 25, 1999

Page F-2

CONSOLIDATED BALANCE SHEETS
VERTEX PHARMACEUTICALSINCORPORATED

(DOLLARS | N THOUSANDS)

Decenber

31,

Asset s
Current assets:
Cash and cash equival ents
I nvest ment s
Prepai d expenses and other current assets

$24, 169
221, 483
3, 056

$71, 454
208, 217
1,952

Total current assets
Restricted cash
Property and equi pment, net
Q her assets

248, 708
2,316
14,476

281, 623
2,316
11, 095

Total assets

Liabilities and Stockhol ders' Equity
Current liabilities:
bl igations under capital |ease and debt
Accounts payabl e
Accrued expenses
Def erred revenue

Total current liabilities
bl igations under capital |ease and debt,
excluding current portion

Total liabilities
Commitnents (Note Q
St ockhol ders' equity:
Preferred stock, $.01 par value; 1,000,000 shares authorized;
none issued
Common stock, $.01 par val ue; 100,000,000 shares authori zed;
25, 358, 559 and 25, 215,617 shares issued and outstandi ng
in 1998 and 1997, respectively
Addi tional paid-in capital
Accunul at ed ot her conprehensive inconme (|oss)
Accunul ated deficit

254
395, 165
654

(149, 861)

252
392, 372

152
(116, 775)

Total stockhol ders' equity

Total liabilities and stockhol ders' equity

The accompanying notes are anintegral part of the consolidated financial statements.

Page F-3
CONSOLIDATED STATEMENTS OF OPERATIONS
VERTEX PHARMACEUTICALSINCORPORATED
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Year Ended Decenber 31,

(I'n thousands, except per share data) 1998 1997 1996
Revenues:
Col | aborative and other research and devel opnent $29, 055 $29, 926 $ 13,341
| nvest nent i ncone 15, 343 13, 873 5, 257
Total revenues 44, 398 43, 799 18, 598
Costs and expenses:
Research and devel opnent 58, 668 51, 624 35,212
General and administrative 18,135 11, 430 7,929
Li cense paynent -- -- 15, 000
I nterest 681 576 462
Total costs and expenses 77,484 63, 630 58, 603
Net | oss $(33, 086) $(19, 831) $( 40, 005)
Basic and diluted |oss per common share $(1.31) $(0.82) $(2.13)
Basic and diluted weighted average nunber of
conmon shares out standi ng 25, 299 24, 264 18, 798

The accompanying notes are anintegral part of the consolidated financial statements.
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CONSOL IDATED STATEMENTS OF STOCKHOLDERS EQUITY
VERTEX PHARMACEUTICALSINCORPORATED

Accunul at ed

Common St ock Addi ti onal Q her Tot al
------------------- Pai d-in Accunul ated Conpr ehensi ve Conpr ehensi ve St ockhol ders'

(I'n thousands) Shar es Amount Capi t al Deficit incone (loss) income (loss) Equity
Bal ance, Decenber 31, 1995 17,299 $173 $142, 038 $(56, 939) $85, 272
Net change in unrealized hol ding gains/

| osses on investnents $35 $ 35 35
Transl ati on adj ustnents 14 14 14
Net | oss (40, 005) (40, 005) (40, 005)
Conpr ehensi ve | oss (39, 956)
I ssuances of common stock:

Public offering of comon stock 3, 450 34 77,481 77,515

Private placenent of conmon stock 152 2 4,998 5, 000

Benefit plans 196 2 2,993 2,995
Bal ance, Decenber 31, 1996 21, 097 211 227,510 (96, 944) 49 130, 826
Net change in unrealized hol ding gains/

| osses on investnents 115 115 115
Transl ati on adj ustments (12) (12) (12)
Net | oss (19, 831) (19, 831) (19, 831)
Conpr ehensi ve | oss (19, 728)
I ssuances of conmon stock:

Public offering of common stock 3, 450 34 148,776 148, 810

Private pl acement of common stock 264 3 9, 997 10, 000

Benefit plans 405 4 6, 089 6, 093
Bal ance, Decenber 31, 1997 25,216 252 392, 372 (116, 775) 152 276, 001
Net change in unrealized hol ding gains/

| osses on investnents 502 502 502
Transl ati on adj ustents -- -- --
Net | oss (33, 086) (33, 086) (33, 086)
Conpr ehensi ve | oss $(32,584)
I ssuances of conmon stock:

Benefit plans 143 2 2,793 2,795
Bal ance, Decenber 31, 1998 25, 359 $254 $395,165  $(149,861) $ 654 $246, 212

The accompanying notes are anintegral part of the consolidated financia statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS
VERTEX PHARMACEUTICALSINCORPORATED
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Year Ended Decenber 31,

(I'n thousands) 1998 1997 1996

Cash flows from operating activities:
Net | oss $ (33,086) $ (19, 831) $(40, 005)
Adj ustment to reconcile net loss to net
cash used by operating activities:

Depreciation and anortization 4,520 3,588 3,160
Real i zed gains/| osses on available for sale securities (547) -- --

Changes in assets and liabilities:
Prepai d expenses and other current assets (1, 104) (161) (832)
Accounts payabl e (1, 439) 2,856 (1, 631)
Accrued expenses 1, 157 3,630 (748)
Def erred revenue (556) 556 (197)
Net cash provided (used) by operating activities (31, 055) (9, 362) (40, 253)

Cash flows frominvesting activities:
Purchases of investnents (507, 540) (303, 599) (73, 035)
Sales and maturities of investnents 495, 323 191, 005 36, 150
Expendi tures for property and equi prent (7,901) (6, 020) (3,983)
O her assets (276) (200) 518
Net cash provided (used) by investing activities (20, 394) (118, 814) (40, 350)

Cash flows from financing activities:
Repayment of capital |ease obligations and debt (2,716) (3, 104) (2,187)
Proceeds from equi pnent sal e/ | easeback -- 1,179 3,727
Proceeds from debt 4,085 1,813 --
Proceeds from public offerings of conmon stock -- 148, 810 77,515
Proceeds from private placement of commopn stock -- 10, 000 5,000
Proceeds from other issuances of capital stock 2,795 6, 093 2,995
Net cash provided (used) by financing activities 4,164 164, 791 87, 050
Ef fect of exchange rates on cash (12) 14
I ncrease (decrease) in cash and cash equivalents (47, 285) 36, 603 6, 461
Cash and cash equival ents at begi nning of year 71, 454 34, 851 28, 390
Cash and cash equivalents at end of year $ 24,169 $ 71,454 $ 34,851

The accompanying notes are anintegral part of the consolidated financial statements.
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VERTEX PHARMACEUTICALSINCORPORATED
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

A. THE COMPANY

Vertex Pharmaceuticals Incorporated ("Vertex" or the "Company") usesarange of drug discovery technologies to identify, design and
develop novel, oraly deliverable compoundsthat have the potential to treat magjor human diseases. Asof December 31, 1998, the
Company has not received any material revenues fromthe sale of pharmaceutical products. The Company's revenues during 1998,
1997 and 1996 principally resulted from research support paymentsfrom corporate partners and investment income. The Company
expectsto incur anoperating lossin 1999 and potentially beyond 1999, as aresult of expenditures for its research and development
programs.

The consolidated financial statements includethe accounts of the Company and the following subsidiaries: Altus Biologics Inc.
("Altus"), Vertex Securities Corp. and Vertex Pharmaceuticals (Europe) Limited. All material intercompany transactions are
eliminated. Minority interestsare carried at cost.

The Company is subject to risks common to companies in the biotechnology industry including, but not limited to, rapid technological
change and competition, dependence on key personnel, uncertainty of protection of proprietary technology, clinical trial uncertainty,
dependence on collaborative partners, share price volatility, the possible need to obtain additional funding, uncertainties relating to
pharmaceutical pricing and reimbursement, limited experience in manufacturing and sales and marketing, potential product liability
and the need for compliance with government regulations.

B. ACCOUNTING POLICIES
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USE OF ESTIMATES

The preparation of financial statementsin conformity with generally accepted accounting principles requires management to make
certain estimates and assumptionsthat affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of thefinancial statementsand thereported amounts of revenues and expenses during thereported period. Actua
results could differ fromthose estimates.

CASH AND CASH EQUIVALENTS

Cash equivalents, which are money market fundsand debt securities, arevalued at cost plus accrued interest. The Company considers
all highly liquid investmentswith original maturities of three monthsor less at the date of purchase to be cash equivalents. Changes in
cash and cash equivalents may be affected by shifts in investment portfolio maturities aswell as by actual cash receipts and
disbursements. Financia instruments which potentially subject the Company to concentration of credit risk consist principally of
money market funds and marketable securities. The Company places these investments in highly rated financial institutions, and, by
policy, limits theamounts of credit exposure to any one financial institution. These amounts at times may exceed federally insured
limits. The Company has not experienced any losses in such accounts and does not believe it is exposed to any significant credit risk
on these funds.

INVESTMENTS

Investments consist of marketable securities which are classified as available for sale. Investments are stated at fair value with
unrealized gainsand losses included as a component of accumulated
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other comprehensive income (loss) until realized. The fair value of these securities is based on quoted market prices. Realized gains
and losses are determined on the specific identification method and are included in investment income.

PROPERTY AND EQUIPMENT

Property and equipment are recorded at cost. Depreciation and amortization are provided using the straight-line method over the lesser
of thelease termsor the estimated useful lives of the related assets, generally four or five yearsfor equipment and furniture andthree
yearsfor purchased software. Leasehold improvements are amortized over thelife of leases. When assetsare retired or otherwise
disposed of, the assetsand related allowancesfor depreciation and amortization are eliminated from the accounts and any resulting
gain orlossis reflected in income (10ss).

REVENUE RECOGNITION

Revenue under research and development arrangements is recognized as earned under the terms of the respective agreements. License
payments are recorded as revenuewhen contractual obligations have been met. Product research funding is recorded as revenue,
generally on a quarterly basis, as research effort isincurred. Deferred revenuearises from payments received which have not yet been
earned under research and development arrangements. The Company recognizes milestone payments whenthe milestones are
achieved.

RESEARCH AND DEVELOPMENT

All research and development costs are expensed as incurred.

INCOME TAXES

Deferred tax assetsand liabilities are recognized for the expected future tax consequences, using current tax rates, of temporary
differences between the financial statement carrying amounts and the income tax bases of assets and liabilities. A valuation allowance
isapplied against any net deferred tax asset if, based on the weighted available evidence, it is more likely than not that some or all of
the deferred tax assets will not be realized.

BASIC AND DILUTED LOSS PER COMMON SHARE

Basic earnings per share is based upon the weighted average number of common shares outstanding during the period. Diluted
earnings per share is based upon theweighted average number of common shares outstanding during the period plus additional
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weighted average common equivalent shares outstanding during the period when the effect is not anti-dilutive. Common equivalent
shares result from the assumed exercise of outstanding stock options, the proceeds of which are then assumed to have been used to
repurchase outstanding stock using thetreasury stock method. Common equivalent shares have not been included in the per-share
calculations as the effect would be anti-dilutive. Potential common equivalent shares consist of 5,837,000 stock options outstanding
with aweighted average exercise price of $22.62 as of December 31, 1998.

SEGMENT INFORMATION
The Company isin one business segment, the business of discovery, development and commercialization of novel, small molecule
pharmaceuticals. The Company followstherequirements of FAS 131 "Disclosures about Segmentsof an Enterprise and Related

Information."
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C.INVESTMENTS

Investments consist of the following at December 31 (in thousands):

1998 1997
Cost Fair Val ue Cost Fair Val ue
Cash and cash equival ents
Cash and noney market funds $20, 888 $20, 888 $43, 072 $43, 072
Cor porate debt securities 3,281 3,281 28, 382 28, 382
Total cash and cash equivalents $24, 169 $24, 169 $71, 454 $71, 454
I nvest ment s
US Government securities
Due within 1 year $18, 383 $18, 363 $4,719 $4, 713
Due within 1 to 5 years 28,734 28, 834 40, 167 40, 200
Due over 5 years 3,048 3,037 --- ---
Corporate debt securities
Due within 1 year 21,684 21, 638 71, 136 71, 165
Due within 1 to 5 years 133, 039 133, 665 69, 771 69, 851
Due over 5 years 15, 945 15, 946 22,276 22,288
Total |nvestnents $220, 833 $221, 483 $208, 069 $208, 217

Gross unreadlized holding gainsand losses at December 31, 1998 were $911,000 and $261,000, respectively, and at December 31,
1997 were$184,000 and $36,000, respectively. Gross realized gains and losses for 1998 were $852,000 and $305,000, respectively.
The effect of gross realized gainsand losses on thefinancia statements for theyears 1997 and 1996 was immaterial. Maturities stated
are fina maturities, the effective maturities for certain securities may be shorter in duration.

D. RESTRICTED CASH

In accordance with an operating lease agreement, the Company holds in deposit approximately $2,316,000 with its bank to
collateralize a conditional, stand-by letter of credit in the nameof the landlord. The letter of credit is redeemable only if the Company
defaults on the lease under specific criteria. These fundsare restricted fromthe Company's use during thelease period, although the
Company isentitled to all interest earned on the funds.

E. PROPERTY AND EQUIPMENT

Property and equipment consist of the following at December 31 (in thousands):
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Leasehol d i nprovenents $7, 804 $6, 983
Furniture and equi pnent 11, 070 4,511
Sof t war e 3,276 2,823
Equi prent under capital |ease 20,471 20, 403
42,621 34,720

Less accunul at ed depreciation and anortization 28, 145 23, 625
$14, 476 $11, 095

The net book value of equipment under capital lease was $3,687,000 and $5,811,000 at December 31, 1998 and 1997, respectively.
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F. ACCRUED EXPENSES

Accrued expenses consist of thefollowing at December 31 (in thousands):

1998 1997

Pr of essi onal fees $2, 134 $1, 192
Devel opment contract costs 2,391 2,663
Payrol| and benefits 1,239 1, 145
O her 1,778 1, 385
$7, 542 $6, 385

G. COMMITMENTS, CAPITAL LEASES AND DEBT OBLIGATIONS
CAPITAL LEASES AND DEBT OBLIGATIONS

At December 31, 1998, long-term capital lease and debt obligations were due as follows (in thousands):

Year ended Decenber 31, Capital |eases Debt Tot al
1999 $ 2,065 $ 947 $ 3,012
2000 1,478 1,027 2,505
2001 1,315 1,114 2,429
2002 89 1,351 1, 440
2003 873 873
Tot al 4,947 5, 312 10, 259
Less anpunt representing interest paynents 475 -- 475
Present value of mninmm | ease and debt paynents 4,472 5,312 9,784
Less current portion 1, 805 947 2,752
$ 2,667 $ 4,365 $ 7,032

During 1997 and 1996, the Company financed under capital |ease arrangements an aggregate of $1,179,000 and $3,727,000,
respectively, of asset cost under its master lease agreements. At the end of the lease term, the Company has theright to either return the
equipment to thelessor or purchase the equipment for fair market value at that time. These agreements have a term of five years and
require that the Company maintain a certain level of cash and investments.

During 1998, the Company financed under a master debt agreement, assets with acost of $1,574,000, $1,506,000 and $1,005,000 with
interest rates of 7.89%,

8.06% and 8.08%, respectively. During 1997, the Company financed under a master debt agreement, assets with a cost of $676,000
and $1,137,000 with interest rates of 8.59% and 8.38%, respectively. The Company has certain equipment witha net book value of
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$4,945,000, designated ascollateral under these agreements. These agreements have aterm of five years, and require that the
Company maintain a certain level of cash and investments. The carrying value of thesedebt obligations approximates fair value.

Interest paid under capital leases and debt was $681,000, $576,000 and $462,000 in 1998, 1997 and 1996, respectively.

COMMITMENTS

The Company leases its facilities and certain equipment under operating leases. The Company'sleases have termsthrough theyear
2009. Noncancelable future minimum payments are asfollows:
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$5,507,000 in 1999, $5,612,000 in 2000, $4,744,000 in 2001, $4,408,000 in 2002, $4,408,000 in 2003 and $15,813,000 thereafter.
Rental expense was $4,358,000, $3,363,000 and $3,063,000 in 1998, 1997 and 1996, respectively.

The Company has certain license and maintenance contractsthat contain future, committed paymentsfor the support and upgrade of
specific software programs currently used in research. For the years 1999, 2000 and 2001 the amounts committed under these
contracts are $314,000, $343,000 and $376,000, respectively.

H.INCOME TAXES

The Company's federal statutory income tax rate for 1998, 1997 and 1996 was 34%. The Company recorded no incometax benefit for
1998, 1997 and 1996 and recorded afull valuation allowance against net operating losses due to uncertainties related to realizability of
these tax assets.

Deferred tax liabilities and assets are determined based on the difference between financial statement and tax bases using enacted tax
ratesin effect for theyear in which the differences are expected to reverse. The components of the deferred taxes at December 31,
were as follows (in thousands):

1998 1997
Net operating |oss $ 57,295 $ 38,434
Tax credits carryforward 10, 958 5,829
Property, plant and equi pnent 1, 345 1,211
Q her 572 468
G oss deferred tax asset 70, 170 45,942
Val uation al |l owance (70,170)
(45, 942)
Net deferred tax bal ance $ -- $ --

For federal incometax purposes, as of December 31, 1998, the Company has het operating loss carryforwards of approximately
$143,238,000 and $7,624,000 of tax credits, whichmay be used to offset future income. These net operating loss carryforwards expire
beginning in 2005, and the tax credit carryforwards begin to expirein 2004. Approximately $22,935,000 of the net operating loss
carryforwards and $245,000 of the tax credit carryforwards belong to Altus and can only be used to offset future income of Altus. A
valuation allowance has been established for the full amount of the deferred tax asset since it is more likely than not that the deferred
tax asset will not be realized.

The amount of tax credits and net operating loss carryforwards that the Company may utilize in any one year islimited in accordance
with Internal Revenue Code ss.382. This limitation arises whenever a cumulative change in ownershipin excess of 50% occurs. A
change of ownership has occurred which will limit the amount of net operating loss and tax credits available prior to the change. There
may also be further changes of ownership subsequent to 1998 which may also limit the amount of net operating loss and tax credit
utilization in a subsequent year.

[. COMMON AND PREFERRED STOCK
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COMMON STOCK

In June 1997, Eli Lilly and Company ("Lilly") purchased 263,922 shares of the Company'scommon stock for $10,000,000. In March
1997, the Company completed a public offering of 3,450,000 shares of its common stock at a price of $45.50 per share with net
proceeds to the Company of approximately $148,810,000. In August 1996, the Company completed a public offering of 3,450,000
shares of its Common Stock at a price of $24 per share with net proceeds to the Company of approximately $77,515,000. In June
1996, Glaxo Wellcome purchased 151,792 shares of the Company's Common Stock for approximately $5,000,000.

During 1997, the Company increased the authorized number of shares of Common Stock by 50,000,000 sharesto 100,000,000 shares.
At December 31, 1998, 7,862,000 shares of the Company's Common Stock werereserved for exercise of Common Stock options
granted or to be granted under its 1991 Stock Option Plan, 1994 Stock and Option Plan, and 1996 Stock and Option Plan, 48,000
shareswere reserved for exercise of certain other options granted in 1991, 88,000 shares of Common Stock were reserved for issuance

under the Company's401(k) Plan, and 76,000 shares of Common Stock were reserved for issuance under the Company's Employee
Stock Purchase Plan.

STOCK OPTION PLANS

The Company applies APB Opinion No. 25 and related interpretations in accounting for its stock-based compensation plans. However,
pro formadisclosures as if the Company adopted the cost recognition requirements under FASB Statement No. 123 "Accounting for
Stock-Based Compensation” ("SFAS 123") in 1998, 1997 and 1996 are presented below. Compensation expense of $91,000 and
$66,000 was recognized during 1998 and 1997, respectively. No compensation expense wasrecognized for these plansin 1996.

The Company has the 1991 Stock Option Plan (the "1991 Plan") and 1994 Stock and Option Plan (the "1994 Plan") and 1996 Stock
and Option Plan (the "1996 Plan"). Under the 1994 Plan andthe 1996 Plan, stock rights, which are either (i) incentive stock options
when Internal Revenue Code requirements are met, (ii) non-qualified stock options ("NQSOs"), or (iii) award shares of Common
Stock or the opportunity to make a direct purchase of shares of Common Stock (" Stock Awards'), may be granted to employees
(including officers and directors who are employees), consultants, advisors and non-employee directors (NQSOs and stock awards
only). Incentive stock options granted under the Plans may not be granted at a price lessthan thefair market value of the Common
Stock on the date of grant. Non-qualified stock options may be granted at an exercise price established by the Compensation
Committee of the Board of Directors, which may be lessthan, equal to or greater than the fair value of the Common Stock on the date
of grant. Vesting periods, generally four or five years, are determined by the Compensation Committee. Incentive stock options
granted under the Plans must expire not more than ten years from thedate of grant. At December 31, 1998, the Company had
2,074,000 shares of common stock available for future grant under its stock option plans.
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Stock option activity for the yearsended December 31, 1998, 1997 and 1996 is as follows (shares in thousands):

1998 1997 1996
Wi ght ed Wi ght ed Wi ght ed
Aver age Aver age Aver age
Exer ci se Exer ci se Exer ci se
Shar es Price Shar es Price Shar es Price
Qut st andi ng at
begi nni ng of year 4,702 $22.03 4,033 $18. 98 3,196 $14. 63
G ant ed 1,341 $24.57 1, 257 $29. 78 1, 056 $31.11
Exerci sed (78) $14. 89 (375) $13. 97 (139) $12. 96
Cancel ed (128) $25. 90 (213) $23. 99 (80) $16. 11
Qut st andi ng at end
of year 5, 837 $22.62 4,702 $22. 03 4,033 $18. 98
Opti ons exercisabl e
at year-end 2,758 $18. 76 1,944 $16. 50 1, 625 $13.92
Wi ghted average fair
val ue of options granted
during the year $11. 68 $13. 94 $15. 04
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The fair value of each option granted during 1998, 1997 and 1996 was estimated on the date of grant using the Black-Scholes
option-pricing model with thefollowing weighted average assumptions: (1) expected lifeof 5.11 years for the 1998 grants, 5.18 years
for the 1997 grants and 5.41 years for the 1996 grants

(2) expected voldtility of 46.5% for the 1998 grants, 44.7% for the 1997 grants and 42% for the 1996 grants (3) risk-free interest rate
of 4.86% for the 1998 grants, 5.5% for the 1997 grantsand 6.30% for the 1996 grants and (4) no dividend yield.

The following table summarizes information about stock options outstanding and exercisable at December 31, 1998 (sharesin
thousands):

Options Cutstanding Options Exercisable

Wi ght ed Wi ght ed Wi ght ed

Aver age Aver age Aver age

Range of Nurmber Remai ni ng Exer ci se Nurmber Exer ci se
Exercise Prices Qut st andi ng Contractual Life Price Exerci sabl e Price
$6.48 - $15.00 1,152 4.94 $11. 88 1,021 $11.82
$15. 13 - $19.00 1,273 6.08 $17. 43 984 $17.03
$19.87 - $27.25 1,219 9. 68 $24.03 63 $22.54
$27.34 - $30.50 982 8.92 $27. 48 231 $27.62
$33.19 - $49.13 1,211 8.17 $32.94 459 $32. 97
$ 6.48 - $49.13 5, 837 7.52 $22. 62 2,758 $18. 76
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EMPLOYEE STOCK PURCHASE PLAN

Under the Company's Employee Stock Purchase Plan, substantially all permanent employees may, through payroll withholdings,
purchase shares of the Company's Common Stock at a price of 85% of the lesser of fair market value at the beginning or end of each
six-month withholding period. During 1998, 38,170 shares of Common Stock at a price of $22.66 per share were issued to employees
under the plan. During 1997, 26,213 shareswere issued at an average price of $28.00 per share. During 1996, 32,296 shares of
Common Stock at an average price of $19.21 per share were issued to employees under the plan. Had the Company adopted SFAS
123, the weighted average fair value of each purchase right granted during 1998, 1997 and 1996 would have been $7.65, $9.16 and
$5.76, respectively. The fair value was estimated at the beginning of the withholding period using the Black-Scholes option-pricing
model with the following weighted average assumptions: (1) expected life of one half year for al years (2) expected volatility of 52%,
51% and 41% for 1998, 1997 and 1996, respectively (3) risk-free interest rate of 4.70% for 1998, 5.43% for 1997 and 5.50% for 1996
and

(4) no dividend yield.

PRO FORMA DISCLOSURES
Had compensation cost for the Company's 1998, 1997 and 1996 grants for stock-based compensation plans been determined consi stent

with SFAS 123, the Company'snet |oss and net loss per sharefor 1998, 1997 and 1996 would approximate the pro forma amounts
below (in thousands except per share data):

1998 1997 1996
Net | oss As reported $(33, 086) $(19, 831) $(40, 005)
Pro forma $(41, 542) $( 25, 154) $(42, 025)
Basic and diluted | oss per share As reported $ (1.31) $(0. 82) $(2.13)
Pro forma $ (1.64) $(1.04) $(2. 24)

The effects of applying SFAS 123 in this pro forma disclosure are not indicative of future amounts since SFAS 123 does not apply to
awards prior to 1995 and additional awards in future years are anticipated.

RIGHTS
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Each holder of ashare of outstanding Common Stock also holds one share purchase right (a"Right") for each share of Common Stock.
Each Right entitles the holder to purchase from the Company one one-hundredth of a share of Series A junior participating preferred
stock, $.01 par value(the "Junior Preferred Shares'), of the Company at a price of $270 per one one-hundredth of a Junior Preferred
Share (the "Purchase Price"). The Rightsare not exercisable until the earlier of acquisition by a person or group of 15% or moreof the
outstanding Common Stock (an " Acquiring Person") or the announcement of an intentionto make or commencement of atender offer
or exchange offer the consummation of whichwould result in the beneficial ownership by aperson or group of 15% or more of the
outstanding Common Stock. Inthe event that any person or group becomes an Acquiring Person, each holder of a Right other than the
Acquiring Person will thereafter have the right to receive upon exercise that number of shares of Common Stock having amarket value
of two times the Purchase Price and, in theevent that the Company is acquired in a business combination transaction or 50% or more
of its assetsare sold, each holder of a Right will thereafter have the right to receive upon exercise that number of shares of Common
Stock of the acquiring company which at the time of thetransaction will have amarket value of two times the Purchase Price. Under
certain specified circumstances, the Board of Directors of the
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Company may cause the Rights (other than Rights owned by such person or group) to be exchanged, in wholeor in part, for Common
Stock or Junior Preferred Shares, at an exchange rate of oneshare of Common Stock per Right or one one-hundredth of a Junior
Preferred Share per Right. At any time prior to theacquisition by a person or group of beneficial ownership of 15% or more of the
outstanding Common Stock, the Board of Directors of the Company may redeem the Rightsin whole at aprice of $.01 per Right.

J. COLLABORATIVE RESEARCH AND DEVELOPMENT AGREEMENTS

The Company and Schering AG, Germany ("Schering AG") arecollaborating on the research, development and commercialization of
novel, oraly active neurophilin ligand compounds to promote nerve regeneration for thetreatment of a number of neurological
diseases. Under the termsof the agreement, Schering AG agreed to pay the Company up to $88,000,000 composed of a $6,000,000
license payment paidin September 1998, $22,000,000 of product research funding over five years and $60,000,000 of development
and commercialization milestone payments. From the inception of the agreementin August 1998 through December 31, 1998,
$10,000,000 has been recognized as revenue. Under termsof the agreement, Vertex and Schering AG will have an equal rolein
management of neurophilin ligand research and product development. In North America, Vertex will have manufacturing rights, and
Vertex and Schering AG will share equally in the marketing expenses and profits from commercialized compounds. Inaddition to
having manufacturing rights in North America, the Company retains the option to manufacture bulk drug substance for sales and
marketing in territories outside Europe, the Middle East and Africa. Schering AG will have theright to manufacture and market any
commercialized compoundsin Europe, the Middle East and Africa, and pay Vertex aroyalty on product saes, if any. After December
2000, Schering AG hasthe right to terminate without cause upon a six months written notice. Revenues earned from Schering AG
under the neurophilin ligand agreement were $10,000,000 in 1998.

The Company and Kissel Pharmaceutical Co., Ltd. ("Kissel") are collaborating to design inhibitors of p38 MAP kinase and to develop
them as novel, orally active drugsfor thetreatment of inflammatory and neurological diseases. Under the termsof the agreement,
Kissei agreed to pay the Company up to $22,000,000 composed of a $4,000,000 license payment, $11,000,000 of product research
funding over three yearsand $7,000,000 of development and commercialization milestone payments. From theinception of the
agreement in September 1997 through December 31, 1998, $11,000,000 hasbeen recognized as revenue. Kissel will have the right to
develop and commercialize these compoundsin its licensed territories. Kissel hasexclusive rights to p38 MAP kinase compounds in
Japan and certain Southeast Asian countries and semi-exclusive rights in China, Taiwan and South Korea. The Company retains
exclusive marketing rights in the United States, Canada, Europe and therest of the world. In addition, the Company will have theright
to supply bulk drug material to Kissei for sale inits territory and will receive royalties and drug supply paymentson future product
sales, if any. Kissal has the right to terminate the agreement without cause upon six months' notice. Revenues earned from Kissei under
the p38 MAP kinase agreement were $5,521,000 and $5,500,000 in 1998 and 1997, respectively.

The Company and Lilly are collaborating on designing inhibitors of the hepatitis C protease enzyme and developing them as novel
drugs to treat hepatitis C infection. Under the terms of the agreement, Lilly agreed to pay the Company up to $51,000,000 composed
of a$3,000,000 payment paid in June 1997, $33,000,000 of product research funding over six yearsand $15,000,000 of devel opment
and commercialization milestone payments. From the inception of the agreement in June 1997 through December 31, 1998,
$10,829,000 has been recognized as revenue. The Company hasthe option to supply 100 percent of Lilly's commercial drug substance
supply needs. The Company will receive royaltieson future product sales, if any. If the Company exercises itscommercial supply
option, the Company will receive drug supply paymentsin addition to royaltieson future product sales, if any. Lilly hasthe right to
terminate the agreement
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without cause upon six months' notice after June 1999. In connection with this collaboration, Lilly purchased 263,922 shares of the
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Company'scommon stock for $10,000,000. Revenues earned from Lilly were $5,193,000 and $5,694,000 in 1998 and 1997,
respectively.

The Company and BioChem Pharma ("BioChem") are collaborating on the devel opment and commercialization in Canada of
Incel-TM- (VX-710), Vertex'slead multidrug resistance reversal agent. Under the devel opment agreement, BioChem agreed to pay
Vertex up to $4,000,000 comprised of an initial licensing fee of $500,000 and development and commercialization milestones
payments. From theinception of theagreement in May 1996 through theyear ended December 31, 1998, $750,000 has been
recognized as license and research revenue. BioChem hasagreed to fund certain development activitiesfor Incel in Canada, including
Phase Il clinical trialsin two different cancer indications which are currently underway. Vertex has agreed to supply BioChem's
clinical and commercial drug supply needs. BioChem hasagreed to pay Vertex a portion of its net sales, which will cover Vertex's cost
of supplying material and will provide a profit to Vertex. BioChem hasthe right to terminate the agreement without cause upon six
months' notice. Termination will relieve BioChem of any further payment obligations and will end any license granted to BioChem by
Vertex under the agreement. Revenues earned from BioChem were $56,000, $251,000 and $577,000 in 1998, 1997 and 1996,

respectively.

The Company and Glaxo Wellcome are collaborating on the development and commercialization of compoundsin connection with the
Company'sHIV Program. Under the collaborative agreement, Glaxo Wellcome agreed to pay the Company up to $42,000,000
comprised of a$15,000,000 initial license payment paid in 1993, $14,000,000 of product research funding over five yearsand
$13,000,000 of development and commercialization milestone payments. From theinception of the agreement in December 1993
through the year ended December 31, 1998, $34,000,000 hasbeen recognized as revenue. Research funding under this agreement
ended on December 31, 1998. Glaxo Wellcome is also obligated to pay to the Company additional development and
commercialization milestone payments for subsequent drug candidates. In addition, Glaxo Wellcome agreed to bear all costs of
development initsterritory of drug candidates under the collaboration. Under the agreement, Glaxo Wellcome is also required to pay
Vertex aroyalty on sdes, if any. Glaxo Wellcome hasthe right to terminatethe license arrangements without cause upon twelve
months' notice given at any time. Termination by Glaxo Wellcome of the license arrangements under the agreement will relieve it of its
obligation to make further commercialization and development milestone and royalty paymentsand will end any license granted to
Glaxo Wellcome by Vertex thereunder. Revenues earned from Glaxo Wellcome were $6,457,000, $3,275,000 and $6,289,000 for
1998, 1997 and 1996, respectively.

In June 1996, the Company and Glaxo Wellcome obtained a worldwide, non-exclusive license under certain G.D. Searle & Co.
("Searle") patent applications in the area of HIV protease inhibition. Vertex paid $15,000,000 and Glaxo Wellcome paid $10,000,000
to Searle for the license. The Company also agreed to pay Searle aroyalty on sales of Agenerase (amprenavir), if any.

The Company and Hoechst Marion Roussdl ("HMR") are collaborating on the development of interleukin-1 beta converting enzyme
inhibitor. Under the collaborative agreement, HMR agreed to pay the Company up to $30,500,000, comprised of $18,500,000 of
product research funding over five years and $12,000,000 of development and commercialization milestone payments. From the
inception of the agreement in September 1993 through the year ended December 31, 1998, $21,500,000 has been recognized as
revenue. Revenues earned under theHMR agreement were $460,000, $8,660,000 and $4,196,000 in 1998, 1997 and 1996,
respectively. Research funding under this agreement ended on December 31, 1997.

The Company and Kissel are collaborating on the development and commercialization of amprenavir, the drug candidate from the
Company'sHIV Program. Under the collaborative
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agreement, Kissel agreed to pay the Company up to $20,000,000,gcomprised of $9,800,000 of product research funding through 1995,
$7,000,000 of development milestone andterritory option paymentsand a $3,200,000 equity investment. From the inception of the
agreement in April 1993 through the year ended December 31, 1998, $14,642,000 hasbeen recognized as revenue. During 1997, the
Company also received $4,000,000 related to reimbursements of certain development costs. Under the collaboration, Kissel isalso
required to pay Vertex aroyalty on sales, if any. Revenues earned under thisKissei agreement were $217,000, $4,310,000 and
$692,000 in 1998, 1997 and 1996, respectively. Research funding under this agreement ended on December 31, 1995.

K.EMPLOYEE BENEFITS

The Company has a 401(k) retirement plan in which substantially all of its permanent employees are eligible to participate.

Participants may contribute up to 15% of their annual compensation to the plan, subject to statutory limitations. For 1998, the
Company declared discretionary matching contributions to the plan in the aggregate amount of $672,000, payable in theform of shares
of the Company's Common Stock. Of these shares, 19,419 wereissued as of December 31, 1998 withthe remaining 7,195 issuablein
1999. For 1997, the Company declared discretionary matching contributions to the plan in the aggregate amount of $482,000, payable
inthe formof shares of the Company's Common Stock. Of these shares, 6,458 were issued as of December 31, 1997 with the
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remaining 7,113 issued in 1998. For 1996, the Company declared discretionary matching contributions to the planin the aggregate
amount of $426,000, payablein the form of shares of the Company's Common Stock. Of theseshares, 7,013 were issued asof
December 31, 1996 with the remaining 5,278 issued in 1997.

L. RELATED PARTY

A sibling of the Company's President is a partner in thelaw firm representing the Company to which $333,000, $394,000 and
$472,000 in legal fees were paidin 1998, 1997 and 1996, respectively.

M. LEGAL PROCEEDINGS

Chiron Corporation (*Chiron") filed suit on July 30, 1998 against the Company and Lilly in the United States District Court for the
Northern District of California, alleging infringement by the defendants of various U.S. patents issued to Chiron. The infringement
action relatesto research activities by the defendantsin the hepatitis C viral protease field and the alleged use of inventions claimed by
Chiron in connection with that research and development. Chiron hasrequested damages in an unspecified amount, as well as an order
permanently enjoining the defendants from unlicensed useof Chiron inventions. Whilethe final outcome of these actions cannot be
determined, the Company believes that the plaintiff's claims arewithout merit and intends to defend the actions vigorously.

N. ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)

The Company has adopted SFAS No. 130, "Reporting Comprehensive Income," whichrequires that all components of comprehensive
income and total comprehensiveincome be reported and that changes be shown in afinancial statement displayed with the same
prominence as other financia statements. The Company has disclosed thisinformation in its statement of stockholders' equity and
consists of thefollowing (in thousands):
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Accunul at ed
Cumul ati ve Unrealized O her
Transl ation gain/(loss) on conprehensive
Adj ust ment i nvest ment s income (| o0ss)
Bal ance as of Decenber 31, 1996 $ 16 $ 33 $ 49
Foreign currency translation adjustnent (12) -- (12)
Unreal i zed hol di ng gains arising during
the period -- 115 115
Bal ance as of Decenber 31, 1997 4 148 152
Foreign currency translation adjustnent -- -- --
Unreal i zed gai ns/ (|l osses) on securities:
Unreal i zed hol ding gains arising during
the period -- 1, 049 1, 049
Less: reclassification adjustment for gains
I'ncluded in net |oss (547) (547)
Bal ance as of Decenber 31, 1998 $ 4 $ 650 $ 654

O. SUBSEQUENT EVENTS
ALTUSBIOLOGICS, INC.

Altus devel ops, manufactures and markets products based on a novel and proprietary technology for stabilizing proteins. At December
31, 1998, Vertex owned approximately 70% of the capital stock of Altus. On February 5, 1999, Vertex restructured itsinvestmentin
Altus. As part of thetransaction, Vertex provided Altus $3,000,000 of cash and surrendered its shares of Altus preferred stock in
exchange for two new classes of preferred stock and warrants. The new preferred stock provides Vertex with a minority equity
ownership positionin Altus, and the warrants become exercisable upon certain events. As aresult of the transaction, Altus operates
independently from Vertex as a minority-owned subsidiary. Inaddition, Vertex hasretained a non-exclusive royalty-freeright to use
Altus technology for discovering, developing and manufacturing small molecule drugs.
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P. QUARTERLY FINANCIAL DATA (UNAUDITED)
(IN THOUSANDS, EXCEPT PER SHARE)

First Second Third Fourth Tot al
Quarter Quarter Quarter Quarter Year
1998
Total revenues $ 7,169 $ 7,152 $ 18, 417 $ 11, 660 $ 44,398
Total expenses 15, 583 16, 954 20, 690 24, 257 77,484
Net | oss (8,414) (9,802) (2,273) (12,597) (33, 086)
Basic and diluted earnings per share
(0.33) (0.39) (0.09) (0.50) (1.31)
1997
Total revenues $ 6,918 $ 12,155 $ 13,547 $ 11,179 $ 43,799
Total expenses 12, 684 13,567 19, 403 17,976 63, 630
Net | oss (5, 766) (1, 412) (5, 856) (6,797) (19, 831)
Basi c and diluted earnings per share (0. 26) (0. 06) (0.23) (0. 27) (0.82)
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SECOND AMENDMENT TO LEASE

This SECOND AMENDMENT TO LEASE is made by and between David E. Clem and David M. Roby, Trustees of Fort Washington
Realty Trust under Declaration of Trust dated June 19, 1995 and recorded with the Middlesex County (South District) Registry of
Deeds in Book 25422, Page 360 (the "Landlord") and Vertex Pharmaceuticals Incorporated (the "Tenant").

Reference is hereby made to that certain lease (the "Lease") dated March 3, 1995, by and between Landlord's predecessor, Fort
Washington Limited Partnership and Tenant with respect to a portion of the property (the "Premises") located at 40 Erie Street,
Cambridge, Massachusetts, (the "Building") as more particularly described in the Lease as amended by a First Amendment to Lease
(the "First Amendment").

WHEREAS, the Tenant has requested, and the Landlord hasagreed, to further amend the Lease to add additional spaceto the
Premises upon theterms and conditions set forth in this Second Amendment to L ease.

WHEREAS, Landlord and Tenant desire to amend and modify theterms of the L ease to incorporate the additional space and to ratify
and confirm theterms of the Lease as amended by the First Amendment as more particularly set forth below.

NOW, THEREFORE, in consideration of the mutual promises herein contained, and other good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, Landlord and Tenant agree as follows:

1. Upon occupancy by Tenant, the definition of the Premises set forth in the Lease shall be amended to include the addition of 41,132
r.s.f. of space (the "Additiona Space") in the Building currently leased to Millennium Pharmaceuticals, Inc. ("Millennium"). See
EXHIBIT A annexed hereto for the layout of the Additional Space.

2. Tenant shall take occupancy of the Additional Space beginning on thelater of (i) the date upon which Millennium vacates the
Additional Space, or

(if) March 19, 1999, and continuing for a period of ten (10) years from the date upon which Tenant occupies the Additional Space (the
"Additional Space Term"). Onor after March 19, 1999, if necessary, Landlord shall use best effortsto expedite Millennium's
departure from the Additional Space, includingfiling an eviction proceeding. Landlord warrants and represents that according to the
termsof its lease with Millennium that thelease expires on March 18, 1999 as to the Premises and the associated parking spaces. As to
the Premises and the associated parking spaces, Landlord hereby agrees that Landlord will not extend or renew the term of
Millennium's lease or waive any failure by Millennium to vacate. Landlord shall not be held liable for any loss or damage incurred by
Tenant as aresult of ahold-over by Millennium. Landlord represents that in addition to other sumsfor holding over, Millennium must
pay a holdover premium equal to the greater of (a) twicethe then fair market rent asreasonably determined by Landlord, or (b) the
total of the Fixed Rent, Additional Rent (as thoseterms are defined in the Millennium lease) and all other paymentsthen payable under
the Millennium lease. Landlord agrees that it shall not waive the payment to Landlord of any such holdover premium by Millennium.

2

Provided that tenant has exercised in each instance itsoptions to extend the Lease Term for the original Premises: (a) Tenant shall
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have two (2) options to extend the Additional Space Term (the "Additional Space Options') for successive periods of five (5) years
each (the "Additional Space Extension Periods"), subject to and on theterms set forth herein. Tenant may only exercise the Additional
Space Options with respect to the entire Additional Space. If Tenant shall desire to exercise any Additional Space Option, it shall give
Landlord a notice (the "Additional Space Inquiry Notice") of such desire not later than fifteen (15) months prior to the expiration of
the Additional Space Term of this Leaseor the preceding Additional Space Extension Period, as the case may be. Thereafter, the Fair
Market Rent (as defined in Subsection (¢) below) for the applicable Additional Space Extension Period shall be determined in
accordance with Subsection (d) below. After the applicable Fair Market Rent has been so determined, Tenant shall exercise each
Additional Space Option by giving Landlord notice (the "additional Space Exercise Notice") of its election to do so not later than
twelve (12) months prior the expiration of the Additional Space Term of this Lease, or the preceding Additional Space Extension
Period, as the casemay be. If Tenant failsto timely giveeither theadditional Space Inquiry Notice of the Additional Space Exercise
Noticeto Landlord withrespect to any Additional Space Option, Tenant shall be conclusively deemed to have waived such Additional
Space Option hereunder.

(b) Notwithstanding any contrary provision of this Lease, each Additional Space Option and any exercise by Tenant thereof shall be
void and of noforce or effect unless on the dates Tenant gives Landlord its Additional Space Inquiry Notice and Additional Space
Exercise Notice for each Additional Space Option and on the date of commencement of each Additional Space Extension Period (i)
this Leaseis in full force and effect, (ii) there isno Event of Default of Tenant under this Lease, and (iii) Tenant has not assigned or
subleased (or agreed to assign or sublease) more than fifty percent (50%) of therentable floor areathen comprising the Additional

Space.

(c) All of theterms, provisions, covenants, and conditions of this Leaseshall continueto apply during each Additional Space
Extension Period, except that the Additional Space Annual Fixed Rent Rate during each Additional Space Extension Period (the
"Extension Rent") shall be equal to thefair market rent for the Additional Space determined as of thedate twelve (12) months prior to
expiration of the Additional Space Term or the preceding Additional Space Extension Period, as the casemay be, in accordance with
the procedure set forth in Subsection (d) below (the "Fair Market Rent").

(d) The Fair Market Rent for each Additional Space Extension Period shall be determined as follows: Within five (5) days after Tenant
giveslandlord its Additional Space Inquiry Notice with respect to any Additional Space Option, Landlord shall give Tenant notice of
Landlord's determination of the Fair Market Rent for the applicable Additional Space Extension Period. Within ten (10) days after
Tenant receives such notice, Tenant shall notify Landlord of itsagreement with or objection to Landlord's determination of the Fair
Market Rent, whereupon the Fair Market Rent shall be determined by arbitration conducted in the manner set forth below. If Tenant
does not notify Landlord within suchten (10) day period of Tenant's agreement withor objection to Landlord's determination of the
Fair Market Rent, thenthe Fair Market Rent of the applicable Additional Space Extension Period shall be deemed to be

3
Landlord's determination of the Fair Market Rent as set forth in the notice from Landlord described in this section.

(e) If Tenant notifies Landlord of Tenant's objection to Landlord's determination of Fair Market Rent under the preceding subsection,
such noticeshall aso set forth arequest for arbitration and Tenant's appointment of a commercial real estate broker having at least ten
(10) years experiencein thecommercial leasing market in the City of Cambridge, Massachusetts (an "Arbitrator"). Within five (5)
days thereafter, Landlord shall by notice to Tenant appoint a second Arbitrator. Each Arbitrator shall be advised to determine the Fair
Market Rent for the applicable Additional Space Extension Period within thirty (30) days after Landlord's appointment of the second
Arbitrator. On or before theexpiration of suchthirty (30) daysperiod, the two Arbitrators shall confer to comparetheir respective
determinations of the Fair Market Rent. If the difference between the amounts so determined by the two Arbitratorsisless than or
equal to ten percent (10%) of the lower said amounts then the final determination of the Fair Market Rent shall be equal to the average
of said amounts. If such difference between said amountsis greater than ten percent (10%), then the two arbitrators withinten (10)
days thereafter shall appoint athird Arbitrator (the "Third Arbitrator"), who shall be instructed to determine the Fair Market Rent for
the applicable Additional Space Extension Period withinten (10) days after his appointment by selecting one of theamounts
determined by the other two Arbitrators. Each party shall bear thecost of the Arbitrator selected by such party. The cost of the Third
Arbitrator, if any, shall be shared equally by Landlord and Tenant.

3. Tenant shall accept the Additional Space in"asis' condition. Tenant acknowledges that Landlord has made, in anticipation of
Tenant's future occupancy, for the benefit of Tenant at Landlord's sole cost and expense, certain improvementsto the Additional Space
as outlined in EXHIBIT B. Landlord agreesto consult with Tenant prior to agreeing to any changes requested by Millennium to the
Additional Space.

4. Upon execution of thisSecond Amendment to L ease, section 4.1(d) of the Lease will be stricken in its entirety and be null and void

and of no further force and effect.
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5. Upon occupancy by Tenant of the Additional Space, Tenant shall pay to Landlord Annual Fixed Rent for the Additional Spacein
the amount of $1,460,186.00 (the "Additional Space Annual Fixed Rent Rate"), payable in equal monthly installments of $121,682.17
in advance on thefirst day of each calendar month; and for any portion of a calendar month at the beginning or end of the Term, at that
rate payablein advance for such portion.

6. Article 4.1(b) shall be renumbered as 4.1(b)(1) and thefollowing shall be added to the Lease as Article 4.1(b)(2):

(b) (2) Adjustment for CPI - Additional Space. () On December 31, 2000 (the "First Adjustment Date"), the Additional Space Annual
Fixed Rent Rate shall be increased by multiplying said rate by thelesser of (i) afraction, the numerator of which shall be the Price
Index (as hereinafter defined) most recently established prior to the First adjustment Date, and the denominator of which shall be the
Base Price Index (as hereinafter defined), or (ii) one hundred four percent (104%) per year, compounded annually over the period of
time beginning

4

April 1, 1997 through the First Adjustment Date. (b) On December 31, 2005 (the "Second Adjustment Date"), the Additional Space
Annual Fixed Rent Rate (as adjusted) shall be increased by multiplying said rate by thelesser of (i) afraction, the numerator of which
shall be the Price Index (as hereinafter defined) most recently established prior to the Second Adjustment Date, and the denominator of
which shall be theBase Price Index (as hereinafter defined), or

(i) one hundred four percent (104%) per years, compounded annually over the five (5) years of the Additional Space Term of this
Lease. As used herein, the term "Price Index" shall mean and refer to the"Consumer Price Index for Urban Wage Earners and Clerical
Workers, for the Boston Massachusetts area, All 1tems (1982-84=100)" published by the Bureau of Labor Statistics of the United
States Department of Labor or successor or substitute index appropriately adjusted, and theterm "Base Price Index" shall meanand
refer to the Price Index most recently established prior to the Commencement Date. In the event of the Price Index (or a successor or
substitute index) shall not be published for the City of Boston, Massachusetts area or for the months indicated above, the
corresponding index for the United States City Average (and if thisis not available, areliable governmental or other nonpartisan
publication evaluating similar or equivalent information as used in the Price Index) shall be used. In the even the Price Index ceases to
use the 1982-84 average of 100 as the basisof calculation, orif a substantial changeis made in theterms or numbersof items
contained in the Price Index, then the Price Index shall be adjusted to thefigure that would have been arrived at had the manner of
computing the Price Index in effect at thedate of this Lease not been changed.

7. Upon commencement of the Additional Space Term, the Tenant's Proportionate Fraction as set forth in the Lease will be amended
to 100%.

8. The provisions of Paragraph 10.11 of the Leaseshall includereference to the Additional Space Annual Fixed Rent Rate in
determining the " Security Deposit Amount” as the samemay be adjusted. Upon commencement of the Additional Space Term, the
Tenant shall increase the Security Deposit Amount by an amount equal to one (1) year Additional Space Annual Fixed Rent plus
additional amounts, if any, asset forth in paragraph 10.11 asamended. The Security Deposit Amount shall be adjusted as provided in
Section 10.11 by including the Additional Space Annual Fixed Rent Rateand other rental amountsdue with respect to the Additional
Space, as the same may be adjusted in accordance with Section 4.1(b), Section 4.1(c), Section 10.12, Section 10.13 and

Section 10.14 of the Lease asamended. The additional Security Deposit Amount may be in the form of a Letter of Credit intheform
of Exhibit L to the Lease and must be delivered on the commencement of the Additional Space Term.

9. Upon Tenant's reasonable request and subject to availability on thelot upon whichthe Building is situated, Landlord shall provide
additional surface parking spaces to Tenant on a tenancy-at-will basis for an additional charge of $75.00 per space per month.

10. Landlord acknowledges that Tenant presently intends to reconfigure the Additional Space upon taking occupancy. The process for
such reconfiguration of the Additional Space shall be in accordance with paragraph 3.3 of the Lease. However, Tenant shall be under
no obligation to reconfigure the Additional Space.
11. Exhibit | of the Lease is hereby replaced with the Exhibit "I" attached hereto.

5
All capitalized termsused herein shall have the same meaning asset forth in the Lease.
Except as otherwise expressly set forthherein, all other termsof the Lease shall apply to the Additional Space, are hereby ratified and

confirmed and shall remain unchanged and in full force and effect.
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Executed this 13th day of June, 1997.

LANDLORD:

David E. dem Trustee as aforesaid and

not

i ndi vi dual I'y
By: /sl

David M Roby, Trustee as aforesaid and
not

i ndi vidual l'y

TENANT:

VERTEX PHARMACEUTICALS INCORPORATED
By: /sl
Nane: Richard H Al drich

Titlé: Seni or Vice President

[PLANS]
Exhibit 10.21

DATED 4TH NOVEMBER 1998

MILTON PARK LIMITED
and
VERTEX PHARMACEUTICALS (EUROPE) LIMITED
and
VERTEX PHARMACEUTICALS INCORPORATED

AGREEMENT FOR LEASE

of premises at 88 Milton Park Abingdon Oxfordshire
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I NDEX
d ause
1. Definitions and Interpretation
2. The Landl ord's Wrks
I nspecti ons
Practical Conpletion
The Lease

Right to Deternine

N o g kW

Al i enation

No Demi se

© ®

No Restrictions

10. Defects And Duty of Care Agreenents
11. No Merger

12. Adjudication

13. Service of Notice

14. Title and Matters to which The Prem ses are
Subj ect

15. General Conditions
16. Quarantee

17. Acknow edgement s
18. Term nation

19. Entire Contract

20. Jurisdiction
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First Schedul e
Approved Draw ngs and Specifications
Pl anni ng Per m ssi on
Annexure A the Lease
Annexure Bl Architect's Warranty
Annexure B2 Cvil and Structural Engineer's Warranty
Annexure B3 Constructi on Manager's Warranty

Annexure B4 Mechani cal and El ectrical Engineer's
Warranty

Annexure B5 I nsurance Policy

THI'S AGREEMENT is nmade the 4th, day of Novenber 1998
BETWEEN

(1) M LTON PARK LI M TED (Conpany No. 1772924) whose registered office is at
Nati ons House 103 Wgnore Street London WLH 9AB ("the Landl ord")

(2) VERTEX PHARMACEUTI CALS (EURCPE) LIM TED ( Conpany No. 2907620)
whose registered office is at 5 Cheapside Court Buckhurst Road Ascot
Berkshire SL-5 7RF("the Tenant")

(3) VERTEX PHARMACEUTI CALS | NCORPCRATED of 130 Waverly Street Canbridge

Massachusetts USA ("the Guarantor") and whose address for service in
t he

United Kingdomis at 88 MIton Park Abingdon Oxfordshire

1. DEFINITIONS AND INTERPRETATION

1.1 In this Agreement unless the context otherwise requiresthe termsdefined in this clause shall for al purposes hereof have the
meaning specified
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" Approved Draw ngs'
t he

"Architect"

appoi nt

"Certificate of
conpl etion
Practical Conpletion”

the plans listed in and form ng a part of
First Schedul e

Ni chol as Hare Architects of 3 Barnsbury
Square London N1 1JL or such other architect

as the Landlord may fromtinme to tine

in their place for the purposes of the
Landl ord's Wrks

the witten statenent of practica

of the Landlord's Wrks (other

than the Post Conpletion Wrks and the
Optional Wrks) to be issued by the
Constructi on Manager in accordance with the
provi sions of clause 4 hereof and in this
Agreenent the expression

3
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— FaalfiliE 2002. EDGAR Online, Inc.




"Conpl etion Date"

"Consent s"

t he

approval s

"Construction Manager"

"Defects Period"

Cl ause

"First Anniversary"
of

"General Conditions"

"I nsurance Policy"

t he

af f ect
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"Practically Conpleted" and "Practica
Conpl etion" shall be interpreted accordingly

the fifth working day immediately follow ng
the Practical Conpletion Date

all approvals consents |icences and

perni ssi ons necessary for the construction
conpletion and retention of the Landlord's
Works and including (wthout prejudice to

generality of the foregoing) planning
perni ssions and Buil di ng Regul ation

danville Projects Limted of Porterswood
House Porterswood St. Al bans Hertfordshire
AL3 6PD or such other person as the

Landl ord nmay appoint in their place for the
pur poses of the Landlord's Wrks

36 cal endar nonths fromthe Practica

Conpl etion Date (which period shall also be
the Defects Period for the purposes of

4(4) of the Lease)

the first anniversary of the date of issue

the Certificate of Practical Conpletion

the Standard Conditions of Sale (Third
Edi tion)

an insurance policy in respect of |atent
defects in the Prem ses to be procured by

Landlord at its cost in the form annexed
heret o under Annexure B5 subject to such

m nor anendnents as the insurers nmay require
provi ded that any anendnents shall not

t he

4

amount of the insurance cover therisks insured or the amount of the excess




"Landl ord's Estate"

of

"Landlord's Solicitors"

"Landl ord's Works"

"Lease"
as

"Mechani cal and El ectrica

Engi neers”

Wor ks™

"Optiona

"Plan 1"

"Plan 2"

"Pl anni ng Perm ssi on”

"Post Conpl etion Wrks"

EGAF

— Faalfdalia

the land at MIton Park Abi ngdon Oxfordshire
known as MIton Park shown for the purpose

identification only edged red on Plan 2

Pitmans of 47 Castle Street Reading R@ 7SR
(DX40102 Reading (Castle Street)) (Ref:
JCB\M | t on)

the construction of the Prenmises and the
ancillary service areas car parking and

| andscapi ng in accordance with the Approved
Drawi ngs and Specifications

the Lease in the formof the draft annexed
Annexure A

Peter Brett Associates of 16 Westcote Road
Readi ng Berkshire RG 30 2DE or such other

persons as the Landlord may appoint in their
pl ace
the installation of an external spiral fire

escape fornming part of the Landlord s Wrks
as nore particularly described in the Third
Schedul e hereto

the plan so nunbered annexed to this
Agr eenent

the plan so nunbered annexed to this
Agr eenent

detail ed planning perm ssion dated 14 Apri
1997 and including the approval of reserved
matters

those works formng part of the Landlord's
Works as set out in the Second Schedul e
hereto

5

"Practical Completion Date" the date upon whichthe Landlord's Works

2002. EDGAR Online, Inc.




t he

"Prem ses"

"Pr of essi onal Teant

"Regul ati ons"

"Rent Commencenent Date"
expiration

"Rent Free Period"

"Site Inspections”

" Speci fications"”

senree vl banna 2002,

(other than the Post Conpletion Wrks and

Optional Wrks) are practically conpleted as
stated in the Certificate of Practical
Conpl eti on

the prem ses shown edged red on Plan | to be
known as 88 MIton Park Abingdon Oxfordshire

the Architect the Gvil and Structural

Engi neer the Mechanical and El ectrical
Engi neer and the Construction Manager

the Construction (Design and Managenent)
Regul ati ons 1994

the date immediately follow ng the
of the Rent Free Period

a period of six nonths fromthe Conpletion
Dat e

i nspection of the Landlord' s Wrks which are
to be carried out on dates to be agreed

bet ween the parties which shall be no nore
frequently than once every 10 worki ng days
(the first of which is to take place on the
[ ] day of | 1) and shall be
conducted in accordance with the provisions
of Cl ause 4

the specifications listed in and formng a
part of the First Schedul e

6
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"Civil and Structural
Engi neer" d anville Consultants of Porterswod House
Porterswood St. Al bans Hertfordshire AL3

6PQ
or such other civil and structural engineer
fromtinme to tine appointed by the Landl ord
in their place for the purpose of the
Landl ord's Wrks

" Surveyor" means M ke Tayl or of Ridge and Partners
M dl and House Westway Oxford or failing him
Peter Bl ockley Chartered Architect Toll
Cottage Dorking Road Walton on the Hill
Tadworth Surrey KT20 7MW

"Target Date 6t h Novenber 1998

"Tenant's Solicitors" means Caneron MKenna Mtre House 160
Al dersgate Street London ECLA 4DD
(Ref . NMH M T4. 68A/ 042741. 0010)

"Tenant's Surveyor" means Ronal d Jenkins Chartered Buil ding
Surveyor 27a Leopold Road W nbl edon London
SWL9 7BB

"wor ki ng days" means any day from Monday to Friday

(inclusive) other than Christnas Day Good
Friday and any statutory bank or public
hol i day

1.2 In this Agreement the following expressions shall for al purposes hereof have the meanings attached to themin the Lease unless
the context otherwise requires:

1.2.1 Conduits
1.2.2 Permtted Use

1.2.3 the Principal
Rent

7
1.3 Words importing the singular include the plural and vice versaand words importing one gender include any other gender

1.4 Reference to a numbered schedule paragraph or clause shall wherethe context so requires be a reference to the schedule paragraph
or clause of this Agreement so numbered

1.5 The clause or paragraph headings in this Agreement are for the convenience of the parties and shall not affect itsinterpretation

1.6 Where two or more persons are included in the expression "the Landlord" "the Tenant" or "the Guarantor" the agreements by or
with the Landlord the Tenant or the Guarantor shall be deemed to be entered into by or with such personsjointly and severally

1.7 Interest as defined in the Lease shall accrue on adaily basisin respect of any sums due under this Agreement but which shall
remain unpaid for a period exceeding fourteen days and any such interest shall be paid from the date when any such sums became due
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until payment thereof (aswell as before any judgment)

1.8 References to "the Landlord" do not include any successors intitle of the Landlord to the Premises in respect of any of the
obligations contained herein relating to the carrying out of the Landlord's Works (savein the case of any successor intitle of the
Landlord who expressly assumes such obligations) but otherwise do include the Landlord's successors in title to the Premises

1.9 References to any Statute Statutory Instrument Regulation or Order shall be construed as references to those provisions at the date
of commencement of the Landlord's Works and to any provision enacted in substitution therefor to the extent that such variationsor
substitution are applicable to the subject matter of this Agreement

2. THE LANDLORD'SWORKS

2.1 The Landlord shall at its sole cost use all reasonabl e endeavours to
conplete the Landlord's Wrks (apart fromthe Post Conpl eti on Wrks and
Optional Wbrks) and procure the issue of the Certificate of Practical
Conpl etion by the Target Date

2.2 The Landlord will at its sole cost procure the comrencenent carrying out
and conpl etion of the execution of the Landl ord s Wrks (other than the
Optional Works unless the Tenant shall serve notice under clause 2.11
hereof requiring the Optional Wrks to be carried out)

2.3 Wthout prejudice to the generality of the foregoing the Landl ord
further
agr ees:

2.3.1 to procure that the Landlord' s Wrks shall be carried out in conformty
with the Approved Draw ngs the Specifications the Consents (to the

ext ent
that the same are obtained and renmining valid and unrevoked) and the
requirements of all conpetent and public authorities and to obtain as
soon as practicable any required consents and perm ssions for the
Landl ord's Wrks which have not already been obtained; and

2.3.2 to procure that the Landlord's Wrks will be carried out in a good and
wor kmanl i ke manner using good quality materials of their several kinds
and in accordance with the Regul ations

2.4 The Landl ord shall be entitled to substitute for the naterials specified
in the Specifications materials of simlar quality and suitability and

of
substantially the sane appearance (insofar as they shall be visible

after
i ncorporation into the Landl ord' s Wrks)

2.5 The Landl ord nmay nmake or permit any minor variation to the Approved
Drawi ngs or the Specifications insofar as the same does not naterially
affect the quality of the Landlord' s Wrks or the beneficial occupation
and use of the Premises for the Permtted Use

2.6 The Landl ord shall procure that none of the following materials are

specified for use in the Landlord' s Wrks:

2.6.1 high alum na cenent or concrete whether in structural elenents or
ot herwi se
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2.6.2
2.6.3

2.6.4

British

2.6.5

2.6.6

wood wool slabs in permanent shuttering formor in structural elements
calcium chloride in any adm xtures

any aggregates for use in concrete which do not conply with British
Standard 8110: 1985 or any aggregates for use in reinforced concrete
whi ch do not conmply with British Standards 882:1983 or such ot her

Standards in respect of each as may be in force at the date of
speci fication

asbestos or any asbestos containing products as defined in the Asbestos
Regul ati ons 1969 or any statutory nodification or re-enactnent thereof

force at the date of specification

f ormal dehyde foam or material known to rel ease fornal dehyde in

quantities

of

2.8

2.9

soon

which the Health & Safety Executive have at the date of specification
certified as hazardous

calciumsilicate bricks or tiles any slip bricks any crocodolite any
vermculite plaster

any material generally known within the construction industry at the
of specification to be deleterious to health and safety.

The Landl ord shall at its sole cost enter into any agreenent relating to
the Prem ses including any wayl eave and/or simlar easenent or facility
as may be required in order to secure electricity gas water drainage

tel ecommuni cati on and other such services and supplies for the benefit

the Prem ses

Until conpletion of the Lease the Landlord shall at the cost of the
Landl ord insure or procure that the Landlord' s Wrks are kept insured in
the full reinstatenment value for the usual contractor's risks

The Landl ord shall provide the Tenant's Surveyor with copies of any
additional detail to the Specifications and the Approved Draw ngs as

as practicable after the additional details have been designed and if
revisions are necessary to update the Specifications and/or the Approved
Drawi ngs and the Landlord shall take due cogni sance of all
representati ons made by

10
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or on behalf of the Tenant in respect of such revisions if the

representations are nmade within 5 working days of the date the
Tenant's

Surveyor receives details of the relevant revisions (excluding the day

of receipt)

2.10

2.10.1 In respect of the Landlord's Wrks the Landlord is the only client
(as defined in and for the purposes of the Regul ations)

2.10.2 The Landl ord shall deliver to the Tenant as soon as it is prepared a
. copy of the Health and Safety file which conplies with the
requirenents
of the Regul ations

2.10.3 The Landl ord shall forthwith either nmake a declaration to the
Executive
(as defined in the Regulations) that the Landlord is the only client
or
procure that its Agent appointed pursuant to Regulation 4(1) makes a
declaration to the Executive in elther case in accordance with
Regul ation 4(4) and if requested to do so by the Tenant the Landl ord
shall supply to the Tenant a copy of the applicable declaration and of
the Executive's notice in response

2.11 If the Tenant shall request the Landlord in witing prior to date
provided in the Lease for the first review of the rent the Landlord
shall at its own expense carry out the Optional Wrks within a
reasonabl e period of tine after receipt of such notice to the
reasonabl e satisfaction of the Tenant

2.12 The Landl ord shall carry out the Post Conpletion Wrks within a
reasonabl e period after the date of this Agreenment having regard to
t he
nature of such works to the reasonable satisfaction of the Tenant

3. INSPECTIONS

3.1 The Tenant and its professional team shall entirely at their own risk be at liberty (by prior appointment on reasonable notice) to
enter upon the Premises for the purpose of viewing the state and progress of the Landlord'sWorks and to inspect and view the
meaterials and

11
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shal |

3.

1

1

wor kmanshi p t hereof PROVI DED ALWAYS that the foll owi ng conditions
be observed in respect of every such entry on the Prem ses:

The Tenant and its professional team shall be at liberty to visit the
Prem ses at any reasonable tine of the day but on the occasion of any
such visit they shall jointly and i mmediately report their presence on
the Premises to the Constructi on Manager or his appointed
representatives:

The Tenant and its professional team shall conply with all safety
requi rements inposed by the Construction Manager (or his appointed
representative); and

The Tenant and its professional team shall not interfere with or
interrupt the progress of the Landlord' s Wrks nor give or attenpt to
give instructions to any trade contractor or any nenber of the

Pr of essi onal Team

The Tenant or its representative and the Constructi on Manager or his
appoi nted representative shall attend the Site |Inspections

The Construction Manager shall prepare minutes of each Site |nspection
to record the condition of the Prem ses and shall use reasonabl e
endeavours to submt the sanme to the Tenant within 3 working days of
the Site Inspection

The Tenant shall make representations in witing regarding the
condition of the Landlord' s Wrks to the Construction Manager with a
copy to the Landlord within 5 working days of each Site Inspection

The parties shall use their best endeavours to agree on any additiona
works required arising fromthe Tenant's representations but if such
agreenent is not nade within 5 working days of the date of receipt of
the Tenant's representations by the Constructi on Manager the natter
shall be referred to the Surveyor for his determ nati on who shal
determne the matter in accordance with clause 12

12
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3.2.5

to

In the event that the Tenant does not nmake a representation in
accordance with clause 3.2.3 regarding any aspect of the Landlord's
Wirks conpleted at the date of a relevant Site Inspection the Tenant
shall not be entitled to make any further representation with regard

such matters pursuant to the provisions of clause 4.3

PRACTI CAL COWVPLETI ON

The Landl ord shall give to the Tenant and the Tenant's Surveyor at

| east three working days notice of the date the Constructi on Manager

intends to inspect that part of the Landlord s Wrks to be carried out
prior to Practical Conpletion for the purposes of issuing a

Certificate

4.2

shal |

of Practical Conpletion (and as nuch notice as reasonably practicable
of any adjournment thereof) and the Tenant and its professional team
shall be entitled to attend every such inspection

The Tenant and its professional team shall be entitled to nake
representations to the Constructi on Manager during such inspection and
the Landl ord shall instruct the Construction Manager to have due and
proper professional regard to the sane

If the Tenant's Surveyor reasonably considers that subject to clause
4.6 the Landlord' s Wrks have not been conpleted in accordance with
this Agreement sufficient for the Construction Manager to issue a
Certificate of Practical Conpletion he shall within 5 working days
after his inspection notify the Construction Manager in witing of his
reasons and state what further works are required

Subject to clause 4.5 the Landlord shall carry out such further works
as soon as possible and shall notify the Tenant's Surveyor when such
further works have been conpl eted whereupon the Tenant's Surveyor

within 5 working days re-inspect the Premises and if necessary the
procedure set out in this clause shall be repeated as often as
necessary until subject to clause 4.6 the Landlord' s Wrks are
conpl eted in accordance with this Agreenent sufficient to entitle

13
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the Construction Manager to issue a Certificate of Practical

Conpl eti on
and the Constructi on Manager shall not issue such certificate until
such tine as such further works notified by the Tenant's Surveyor have
been conpl et ed

4.5 If the Landlord disputes a notice fromthe Tenant's Surveyor under
clause 4.4 stating further works which are required the dispute shall
be determ ned by the Surveyor who shall deternine the nmatter in
accordance with cl ause 12

4.6 For the purposes of this Cause 4 the Tenant shall not be entitled to
object to the issue of the Certificate of Practical Conpletion on the
grounds of one or nore of the follow ng being outstanding:

4.6.1 The Post-Conpl etion Wrks or the Optional Wrks

4.6.2 Snaggi ng itens which are agreed by the Landl ord and the Tenant or
determ ned by the Surveyor

4.6.3 Soft | andscapi ng

4.6.4 Wirks which are not reasonably required to enable the Tenant to gain
access to the Prem ses and beneficially occupy the Prenises for the
purposes permtted by the Lease as agreed by the Landlord and the
Tenant or determ ned by the Surveyor PROVIDED THAT the Landlord shall
procure conpletion of all such matters to the reasonable satisfaction
of the Tenant's Surveyor as soon as reasonably practicable (or in
accordance with such other tinmetable in relation to the Post

Conpl eti on
Wrks and the Optional Wrks as is provided for by this Agreenent)

4.7 In the event that the Surveyor upholds an objection of the Landl ord
pursuant to Cause 4.5 then the other provisions of this Agreenent
(including in particular the definition of Conpletion Date and Rent
Commrencenent Date) shall be interpreted as if the Certificate of

14

Practical Conpl etion had been issued on the date on which the Tenant
objected to its issue without justification

4.8 The Landl ord shall deliver to the Tenant free of charge a set of "
built" drawi ngs and all manual s and guarantees in respect of the

Landl ord's Wrks as soon as reasonably practicable follow ng

as

Practi cal
Conpl eti on

5. THE LEASE
5.1 On the Completion Date the Landlord will grant or will procure the grant of and the Tenant will accept the Lease of the Premises

5.2 The Lease and the Counterpart thereof shall be prepared by the Landlord's Solicitors and the properly executed Counterpart shall
be delivered to the Landlord's Salicitors on completion

5.3 The Lease shall be completed at the offices of the Landlord's Salicitors on or before 2.00 pm on the Completion Date
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5.4 The Principal Rent reserved by the Lease shall be paid from the Rent Commencement Date but all other rentsand sums payable
under the Leasesshall be paid with effect from the Completion Date

5.5 The Landlord shall grantthe Lease with full title guarantee
6. RIGHT TO DETERMINE

If the Practical Completion Date has not occurred on or before the 1st February 1999 the Tenant shall have the right to terminate this
Agreement by serving notice in writing to that effect on the Landlord at any time prior to thedate onwhich the Landlord's Works
(other than the Post Completion Works and the Optional Works) are practically completed for the purposes of this Agreement and in
the event of service of such notice this Agreement shall cease and determine on the date of service of such notice by the Tenant but
without prejudiceto therights and liabilities of the parties which have accrued up to that date

15
7. ALIENATION

The Tenant shall not assign or part with its interest under thisAgreement or any part thereof or otherwise dispose of the same or any
part thereof and the Tenant named herein shall personally accept the Leaseand execute a counterpart thereof provided that if the
Practical Completion Date has not occurred on or before the 1st February 1999 the Tenant may assign its interest under this
Agreement with the prior consent of the Landlord which shall not be unreasonably withheld or delayed and provided further that the
Tenant may assign the benefit of this Agreement to any person to whom the Lease (when granted) is assigned

8. NO DEMISE

Until theactual grant of the L ease thisAgreement shall not operate or be deemed to operate as a demise of the Premises nor (save as
otherwise provided by thisAgreement) shall the Tenant have or be entitled to any estate right title or interest in the Premises or any
part thereof

9. NO RESTRICTIONS

Nothing herein contained or implied shall impose or be deemed to impose any restriction on the use of any other part of the Landlord's
Estate not comprised in this Agreement nor give to the Tenant the benefit of or the right to enforce any covenant agreement condition
or stipulation entered into by any purchaser or lessee or tenant of the Landlord in respect of property not comprised in this Agreement
or to prevent or restrict in any way the development of the Landlord's Estate not comprised in this Agreement

10. DEFECTS AND WARRANTY AGREEMENTS

10. 1 The Landlord will procure that all defects arising in the Landlord's
Wrks prior to the expiry of the Defects Period are made good at the
Landlord's cost to conply with the provisions of clause 2.3 hereof
PROVI DED THAT notice of the said defects has been given in witing

to
the Landl ord by the Tenant not |ess than 10 worki ng days before the
expiry of the Defects Period

16

peres e SO irsssn 2002, EDGAR Online. I nc.




and provided that the Tenant affords all access necessary for the same

but the Landlord shall not be liable to conpensate the Tenant in

respect of any reasonably necessary disturbance or disruption caused

thereby to the Tenant's business carried on at the Prem ses but shal

reinstate any damage caused to the Premi ses or the Tenant's property
as

soon as practicable and to the reasonable satisfaction of the Tenant

10. 2 The Landl ord shall nake good any such defects as aforesaid notified to
it inwiting during the period fromthe date hereof until the First
Anni versary as soon as practicable after the First Anniversary (save
for defects which require urgent attention which shall be renedied as
soon as practicable after witten notification to the Landl ord) and
after the First Anniversary all defects shall be renedied as soon as
practicable after witten notification to the Landlord (provided such
notification is made before the end of the Defects Period) all such
defects being renmedied to the reasonabl e satisfaction of the Tenant

10. 3 Fol | owi ng the renedyi ng of any defects in accordance with the
precedi ng
provisions of this clause it is expressly agreed that in the event of
any claimby the Tenant arising out of the design or worknmanship of
t he
Landl ord's Wrks the Tenant shall rely upon the enforcenent against
t he
Prof essi onal Team of the rights conferred upon the Tenant by the
warranty agreenents referred to in Clause 10.4 of this Agreenent and
upon the I nsurance Policy

éOiA The Landl ord shall procure fromthe Professional Team and shall
eliver
to the Tenant as soon as practicable after the Conpletion Date
warranty
agreenents executed by such parties in the forns annexed to this
Agreenent and for this purpose the relevant formof warranty agreenent
is that at Annexure B 1 (in the case of the Architect) Annexure B2 (in
the case of the Gvil and Structural Engineer) Annexure B3 (in the

case
of the Construction Manager) and Annexure B4 (in the case of the
Mechani cal and El ectrical Engineer)

17

10.5 The Landl ord shall procure the issue of the Insurance Policy with a
m ni mum | evel of cover of not less than the full re-building cost of
the Landlord's Wrks (including all fees and expenses) and shall

conpl y

with the provisions of clause 4(5) of the Lease as if the Lease had
been conpleted on the date of this Agreenent

11. NO MERGER

This Agreement shall remain in force as to any of the stipulations and obligations hereof which shall not have been performed and
remain to be performed notwithstanding the grant of theLease SAVE THAT it is hereby expressy agreed that the Landlord shall have
no continuing liability to the Tenant or to any other person for thedesign and construction of the Landlord'sWorks after the
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completion of the remedying of defects in accordance withclause 10

12. ADJUDICATION

12.1
12. 2

12.3

unl ess

12. 4

Where under the terns of this Agreenent a matter is referred to the
determ nation of the Surveyor the follow ng provisions shall apply:-

The Surveyor shall act as an expert and not as an arbitrator

The Surveyor nust afford each party the opportunity within reasonabl e
time limts to nmake representations to informeach party of the
representations of the other and allow each party to rmake subni ssions
to himon the representations of the other party

The fees and expenses of the Surveyor including the costs of his

nom nation are to be borne as the Surveyor shall in his discretion
deternm ne (and otherw se equally between the Landl ord and the Tenant)
and unless the parties otherwi se agree they shall each bear their own
costs relating to the determination of the issue by the Surveyor

the Surveyor shall in his discretion otherw se determn ne
The determ nation by the Surveyor shall be issued as soon as possible

and is to be conclusive and binding upon the parties save in the case
of manifest error
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13. SERVICE OF NOTICES

The provisions of clause 5(2) of the Lease shall apply in relation to notices served pursuant to this Agreement as if the same were set

out herein

14. TITLE AND MATTERS TO WHICH THE PREMISES ARE SUBJECT
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14.1
in

14. 2
14.2.1

14.2.2

14.2.3

14.2. 4

The Landl ord shall deduce its title to grant the Lease to the Tenant

accordance with Section 110 of the Land Registration Act 1925 and the
Tenant having received office copies of the said title dated 20th
August 1998 shall be deened to accept the Lease subject to all matters
contained or referred to in the said office copies and shall not raise
any objection or requisition in relation thereto

The Premises are | et subject to:

all matters registered and capable of registration (whether or not so
registered prior to the date of this Agreenent) by any Local or other
Conpetent Authority

all orders directions notices charges restrictions conditions
agreenents schenes resolutions requirenments or other matters arising
under any of the Town and Country Planning Acts

all overriding interests as defined by the Land Regi stration Act 1925
as anended (whether or not the Prenises are registered)

all matters revealed by the docunentation referred to in clause 14.1
above so far as the sane are still subsisting and affect the Prem ses
and the Tenant or the Tenant's Solicitors having been supplied with
copi es of such matters or with such information as the Landl ord has
concerned the same the Tenant acknow edges that it has entered into
this Agreement with full know edge and notice thereof and shall raise
no objection requisition or enquiry in respect of such natters

19

15. THE GENERAL CONDITIONS

ext ent

15.1.1

15.1.2

15.q1. 3

16. GUARANTEE

The General Conditions are incorporated in this Agreenent to the

that they are not varied by or inconsistent with the terns hereof and
subject to the followi ng amendnents

General Conditions 1.1.1 (b) and (f) are deleted and all references
in the General Conditions to the "contract" and the "Agreenent" shal
be deenmed to be references to this Agreenment

where General Conditions inpose on the Landlord a duty to informthe
Tenant (including but not linmted to General Conditions 3.1.33.3.2(b)
and 3.3.2 (c)) that obligation is to be construed as an obligation to
informthe Tenant as soon as practicable after the information in
question has cone to the attention of the Landl ord.

General Conditions 2.2 2.3 4.2 4.3.2 5.2.2. (c) (d) (f) and (9g)
5,2.3 5.2.5 5.2.6 6.16.2 6.7(a) and 6.7(b) are del eted
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16.1 The @uarantor guarantees to the Landlord the due performance by the
Tenant of the Tenant's obligations under this Agreenent

16.2 If at any tinme before conpletion of the Lease the Tenant goes into
liquidation or has a petition presented for its wi nding up or has an
adm ni strative receiver or admnistrator appointed or in either case
has a receiver appointed or enters into a conposition with its
creditors then and in any such case the Landlord nay at any tine

before
conpl etion of the Lease by notice in witing served on the Tenant's
Solicitors invoke the provisions of clause 16.3
16. 3 | nredi ately upon service of notice pursuant to clause 16.2 (but
wi t hout
prejudice to any preexisting right of action of any party in respect
of

any breach by any other party of its obligations under this
agreenent): -

(a) therights of the Tenant under this agreement shall cease and determine absolutely and the Tenant shall be released from any further
liability under this agreement; and

20

(b) this agreement shall from that date have effect asif the obligation to accept the L ease and the other obligationson the part of the
Tenant contained in thisagreement were primary obligationsof the Guarantor and the Guarantor shall accept the Lease in place of the
Tenant and shall otherwise be bound to the Landlord accordingly

17. ACKNOWLEDGEMENTS

17.1 The Tenant hereby admts and acknow edges as foll ows:

17.1.1 It has inspected the Approved Draw ngs and the Specifications and wll
prior to the Practical Conpletion Date inspect the Prem ses;

17.1.2 It has obtained advice and infornation with regard to the Prem ses
i ndependently of the Landl ord;

17.1.3 It has seen and accepts the quality and col our of the proposed

finishes

to the external and internal parts of the Prem ses

17.1.4 It has not been induced to enter into this Agreenent by or in reliance
upon any statenment either oral or in witing nade by or on behal f of
the Landl ord other than the Landlord's Solicitors' witten replies to
witten enquiries made by the Tenant's Solicitors prior to the date
hereof and the Tenant accepts that if any such statenent has been nade
other than as aforesaid it was not nade as a condition warranty or
representation for the purpose of inducing the Tenant to enter into
thi s Agreenent

18. TERMINATION
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18.1 For the purposes of this clause an "event of default" shall occur if
there shall prior to the Conpletion Date be any breach of the
agreenents covenants or other obligations of the Tenant under this
Agreement which (if capable of renedy) shall not be renedied by the
Tenant within such reasonable period as the Landlord shall stipulate

writing

21

18.2 Upon the occurrence of an event of default the Landlord in addition to
and without prejudice to any other rights and renedies nmay prior to
the Conpletion Date rescind this Agreenent forthwith by giving witten
notice to the Tenant to that effect and the Tenant's interest

her eunder
shal | cease

19. ENTIRE CONTRACT
This Agreement constitutes the entire contract between the parties
20. JURISDICTION

This Agreement shall be governed in accordance with English Law and the parties hereby agree to submit to thejurisdiction of the
Courts of England

IN WITNESS whereof the parties hereto have executed this Agreement under seal
22
FIRST SCHEDULE
SPECIFICATIONS AND PLANS OF LANDLORD'SWORKSATTACHED HERETO
23
SECOND SCHEDULE
POST COMPLETION WORKS
24
THIRD SCHEDULE
OPTIONAL WORKS

25
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EXECUTED and del i vered as a Deed
by M LTON PARK LI M TED

acting by: -

1Sl

/'Sl

Di rect or

Director/ Secretary

EXECUTED and del i vered as a Deed
by VERTEX PHARMACEUTI CALS
(EURCPE) LIM TED

acting by: -

EXECUTED and delivered )
as a DEED by VERTEX )
PHARMACEUTICALS INCORPORATED)

acting by:

26

88 M LTON PARK
VERTEX

Di rector

Director/Secretary

— N

N— N N

QUTLI NE SPECI FI CATI ON
LANDLCORD S WORKS

GENERAL

Building 88 isatwo storey building comprising c. 2,300 sq m. The building formspart of a development of three similar buildings
orientated in an'H' shape around a central courtyard. Building 88 has a third storey which hasbeen designed to accommodate plant,
both in an enclosed central area and on open 'balconies’ at both ends of the building. The building has two entrance areas both forming
acore containing a stair and lift to thefirst floor, fitted separate male, female and disabled toilet areas, riser cupboards and doors into

the 'shell workspace' area.
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The core areas will be finished to anormal developer's specification including plastered and painted walls, carpeted first floor landings
and stairs, non slip ceramic tiles to ground floor entrance with plasterboard ceilings and feature lighting. Perimeter radiators provide
space heating. With the exception of the first floor disabled WC and ground floor shower next to lift 4 and staircase 7 described at 10
below, WC areas have fully tiled walls, suspended ceilings, non slip ceramic tiled floors and are fitted with usual sanitary provision.

The remaining 'workspace' area on both ground andfirst floors arefinished as a basic shell with no floor or ceiling finishes, untreated
blockwork wallsand unfinished cladding panels. No electrical, gas, water or heating distribution will be made in these areas with only
such servicesas are necessary for life safety or protection of the building fabric.

The thermal performance of the external building envelope will comply in al respects with the Building Regulations for England and
Wales, Part L, 1995.

All building work will comply with the relevant British Standards, BS Codes of Practice, Public Utility Regulations and Bye Laws.
Mechanical and Electrical installationswill comply to the design codes of CIBSE. Health and Safety filesand 0 & M Manuals are
provided on practical completion.

All works are being undertaken in accordance with the following drawings:

Architects Drawings:
406(-)002R, 003w, 004T, 005M, 008E, 009C, 011E, 012D, 013B, 015J, 016J, 017D, 021F.

Services Drawings:
WB864/E100/, 401-1, 401-2, 402-1, 402-2, 403-1, 403-2, 404-1, 404-2, 405-1, 405-2, 405-3, 406-1, 406-2, 406-3.
1241/M13A, 14A, 15A, 16A, 17B, 18B.

Peter Brett Associates Drawing:
9422/ME/500F and H

1. FOUNDATIONS

Mass concrete trench fill and pad foundations on vibro-compacted sub-grade, designed in accordance with the recommendations of the
siteinvestigation report Np 31095/10 dated June 1997.

88 M LTON PARK QUTLI NE SPECI FI CATI ON
VERTEX LANDLORD S WORKS

2. STRUCTURAL FRAME

Steel frame with intumescent paint or boarding to achieveas required fire protection.

Hot rolled structural steel trusses, shot blasted and zinc phosphate primed finish supporting cold rolled galvanised steel purlins.

3. GROUND FLOOR SLAB

In-situ mesh reinforced concrete slab on granular sub-base to core areas, wide bay fibre reinforced concrete slab and granular sub-base
to office areas designed for uniformly distributed load of 20kN/mTO THE POWER OF 2 (4001b per sq ft). Insulation 'U' valueisto
be 0.45W/m2 or better

4. EXTERNAL WALLS

Masonry-cavity wall with'Red Bank Gobelin' or similar external facing brick skin, 160mm cavity with 75mmrockwool partia cavity
fill and 140mm non-load bearing dense blockwork.
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Insulation 'U' Value isto be 0.45W/mTO THE POWER OF 2 DEG.C or better.
Precast reconstituted stone lintels above first floor windows.

Aluminium Pvf2 coated BS18B 25 Dark Grey RAL 7037 Light Grey flat composite Luxalon cladding panels in window baysand
Kingspan cladding panels fixed horizontally withproprietary fittings at the plant room and gable ends.

5. UPPER FLOORS

Precast concrete floor slabsto first floor offices 260mm deep, designed for uniformly distributed load of 6kN/mTO THE POWER OF
2 (1201b/sq ft).

Precast concrete floor dlabsto plant rooms 150mm deep, designed for uniformly distributed load of 5.0kN/mTO THE POWER OF 2.
6. ROOF

Aluminium mill finish standing seam Kalzip roof cladding with 170mminsulation, vapour barrier and steel liner tray, to achieve 'U’
\C/)jg?/\/%ﬂo THE POWER OF 2. Concealed aluminium gutters and exposed downpipes.

Precast concrete floor planksto flat roof areas 150mm deep with screed to fallsand Sarnafil single ply inverted flat roof system.

7. GLAZING

Double glazed polyester powder coated, colour Dark Grey BS 18B 25 externally and White RAL 9016 internally, thermally broken

Hunter Douglas aluminium windows with approximately 50% top hung opening lights. Polyester powder coated aluminium doors and
externa fireexit doors.

88 M LTON PARK QUTLI NE SPECI FI CATI ON
VERTEX LANDLCORD S WORKS

All ground floor windows to south and west elevations and first floor windowsto west elevations to have external aluminium
Kingfisher sun louvres.

Full height glazingto front entrance area.
Glazed rebated entrance doors, letter box and conduit for entry control.
8. INTERNAL WALLS

Blockwork generally to underside of floors or roof structure, with a plaster finish to core areas. No plaster or other finish to other
‘workspace' areas.

Block to WC cubicles.
9. STAIRCASES
Precast concrete staircases to front entrances.

Polyester powder coated balustrading and maple handrail to front staircases and landing.

Ladder access to plant rooms.
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Galvanised mild stedl painted external spiral fire escape stair to east and west elevation. Galvanised mild steel-painted external spiral
fire escape stair to south elevation to be procured and fitted at a later date--see Agreement for Lease.

10. INTERNAL FITTINGS
DOORS
Internal entrance doorsto be solid core mapleveneered with vision panels, with maplelinings and architraves.
All other doors off entrance areas to be solid core maple veneered flush doors, maple liningsand architraves.
Toilet cubicle doors to be maple with maplelinings and architraves. Riser duct doors to be painted MDF.
The female toilet doorswill be hung on thejamb nearest the basins.
DOOR FURNITURE
Pull handlesand kick/push plates to be stainless steel and other ironmongery satin anodised aluminium by Newman Tonks.
JOINERY

Maple skirtings to entrance areas. No skirtings anywhere else in building. All window boards to be omitted asagreed withVertex.

88 M LTON PARK QUTLI NE SPECI FI CATI ON
VERTEX LANDLCORD S WORKS

TOILETS

Toilet areas to have white china sanitaryware, laminate panels to concealed WC and urinal cisterns, solid acrylic resin vanity unitsto
wash hand basins, toilet roll holders, mirrors, coat hooks and fused spur outlets for hand dryers.

At Vertex's request, the first floor disabled WC and theground floor shower located next to lift 4 and stair 7 shown on the general
arrangement drawings will be |eft as ashell, i.e. no wall, floor, ceiling or sanitary fitting or finisheswill be included. Drainage services
will be left capped off. No radiators will be installed. Pipework to radiators will be capped off. No mechanical ventilation provision
shall be made.
11. INTERNAL FINISHES

WALLS
Front entrance, staircase and landing areas to be plastered and finished with emulsion paint finish.

All other ‘workspace' areas to be fairfaced blockwork.

With the exception of the first floor disabled WC and the ground floor shower next to lift 4 and staircase 7 described at 10 above,
toilet wallsto be plastered and have full height Langley ceramic tiles.

FLOORS

Staircase andlanding areas to have Escopallas Excell carpet tiles antistatic to IBM Standard for general office use with nosingsto
staircase tread.

Cleaners room to be sand/cement screed with sheet vinyl flooring.
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VVith the exception of the first floor disabled WC and the ground floor shower next to lift 4 and staircase 7 described at 10 above,
toilet areas to be sand/cement screed withdlip resistant 300 x 300mm Langley ceramic tiling.

Front entrances to have non-dlip Langley ceramic tiling with a uminium/polypropylene entrance matting.

'‘Workspace' areas to be powerfloat concrete on ground floor and concrete planksonfirst floor. First floor planksto receive a coloured
dust sedler.

Plant room floorsand lift motor room will receive and application of three coats of "Watco Octasea” paint.
CEILINGS

Entrance, staircase and landing areas generally to have Gyproc MF plasterboard ceiling.

88 M LTON PARK QUTLI NE SPECI FI CATI ON
VERTEX LANDLORD S WORKS

With the exception of the first floor disabled WC and the ground floor shower next to lift 4 and staircase 7 described at 10 above,
toilet areas to have exposed narrow grid Armstrong Microlux Dune suspended ceiling with 600 x 600mm moisture resisting tiles.

No other ceiling finishesin thebuilding.
12. LIFT
2 No Eight person Schindler 100 Serieshydraulic passenger lifts.

Lift car door and returns are finished in stainless steel. Full height carpet tilesto sidewalls, half height carpet with tinted mirror to rear
wall and handrail below. Carpet tilesto floor. Concealed lighting to ceiling.

A flush telephone wall cabinet (no telephone or cabling) will be provided.
13. ELECTRICAL INSTALLATION

Theincoming electrical supply will be provided by the local electricity supply authority, and will be delivered and metered at low
voltage, maximum anticipated load allowance of 290 KVA.

Separate cable risers shall be provided, 1 per each building core. Electrical riser to be fitted out with lighting and small power
distribution system for first floor only. Data/lcommunication risers to provide space for tenant fit out.

LIGHTING

Emergency lighting, based on integral or remote battery unitsshall be provided to al relevant escape route areas in accordance with
BS5266 and as required by theloca authority.

Lighting installation shall comprise of the following areas and the artificial average illuminationlevel will be:
i. Entrance: 200-300 Lux; wall mounted low energy Marlinluminaires.
ii. Staircases and landing areas: 150 Lux; Marlin recessed low energy compact fluorescent luminaires.

iii. Toilets (with the exception of the first floor disabled WC and the ground floor next to lift 4 and staircase 7 described at 10 above):
150 Lux; low energy recessed compact fluorescent Marlin luminairesto cubicles and circulation aress, low voltageMarlin
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downlighters or pelmet lighting over the vanity units.

iv. Plant rooms etc: 200-250 Lux; linear fluorescent luminaires with metal reflectors or compact fluorescent bulkhead luminaires
surface linked.

88 M LTON PARK QUTLI NE SPECI FI CATI ON
VERTEX LANDLORD S WORKS

V. Unoccupied ‘workspace' areas: Minimum numbers of fluorescent batten tubesto be installed to provide minimum lighting to render
building safe (as agreed with Vertex).

POWER DISTRIBUTION

Single and double outlet switched 13 amp socket outlets shall be positioned withinthe core areas and plantrooms to provide for routine
maintenance, cleaning and general services. No other small power distribution.

Emergency lighting, based on integral or remotely battery units shall be provided to al relevant escape route areas in accordance with
BS5266 and as required by theloca authority.

FIRE ALARM
A "break glass' fireadarm installation and automatic smoke detection system shall be provided to all core and workspace areas of the
building designedin accordance with BS5839, protection category L2. The alarm and detection system shall have thefacility to be
extended to accommodate tenant requirements. Fire alarm sounders are provided to give coverage to the whole of the building based
on an open plan basis.
LIGHTING PROTECTION
The building shall be provided with its own lightning protection system designed in accordance with BS6651.
ACCESS SYSTEM PROVISION

An access conduit system shall be provided from theexternal doors in the entrance areas to above the suspended ceiling for the
installation of a security system by a future tenant.

14. HEATING, PLUMBING AND VENTILATION
GAS- GENERAL
2 Nolow pressure gas connections shall be provided from the local supply authority mainsto the gasmeter enclosure. Both gas mains
rise to serve two gas fired low pressure hot water (LPHW) 'Ildeal CXD 70" boilers at roof level in the plant room which provide hot
water distribution (see below) and shall be provided to comply with local gas board regulations.
WATER - GENERAL

2 Nodedicated 35 mmdia water connections will be provided fromthe local supply authority mainsto 2 No cold water storage tanks
in the plant room.

COLD WATER DISTRIBUTION

6
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88 M LTON PARK QUTLI NE SPECI FI CATI ON
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Cold water distribution withinthe 2 core areas of toilet/cleaners accommodation is provided fromthe storage tanks. Cold water
connected to all sanitary fittingsin both core areas. Overflow pipes to toilets discharge onto floor wherea gully is provided.

HOT WATER DISTRIBUTION

The building shall be provided with four gas fired boilers in the plant room (as described above) capable of serving hot water to all
appropriate sanitary fittingsin the core areas. Two hot water systems will be provided with each system comprising of two gas fired
boiler units, pressurisation set, primary and secondary pipework and hot. water treatment equipment located within the dedicated plant
room.

SPACE HEATING

Dedicated LPHW pipework distribution systems comprising weather compensated circuits shall be provided to be capable of servinga
network of perimeter radiators to the core areas.

VENTILATION
With the exception of the first floor disabled WC and ground floor shower next to lift 4 and staircase 7 described at 10 below, toilet
extract ventilation will be provided to servethe initia cores by central extract fan unitsin the plantroom. Supply air shall be introduced
from the adjacent circulation areas. Toilet areas shall be maintained at a negative pressure withrespect to surrounding areas to control
migration of odours etc.
Ventilation to theroof plant rooms shall be provided to meet local authority requirements vialouvres in the external walls.

GENERAL

The sanitary and plumbing systems to serve thetoilet and cleaner accommodation shall be designed in accordance with current Codes
of Practice and to suit requirements of local authority.

15. INCOMING SERVICES

Servicesto be installed to the buildings as follows:

FOUL AND SURFACE WATER SEWERS- Connected to existing main drainage system.

Electricity - Cablesto be laid to existing Southern Electric low voltage system. 2 No 145 KV A supplies.
GAS - Pipesto be laid to British Gas main supply. 2 No @ 378 kwh.

BT, MERCURY AND COMTEL - Ducts to be installed for BT, Mercury Communications and Comtel.

88 M LTON PARK QUTLI NE SPECI FI CATI ON
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WATER SUPPLY - Pipework to be laid to existing Thames Water mains supply. 2 No 35mm supplies with meters are provided.
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16. EXTERNAL LIGHTING

Lighting to pedestrian access, car parking, utility and amenity space withlow level bollards and 5m columns with amenity luminaire,
Thom Johanna or similar with 150W high pressure lamp in a decorative housing with a dished reflector above, to achieve average
illuminance of 5- 7 Lux.

17. CAR PARKING

A tota of 270 car parking spacesto be provided. Loading - heavy delivery vehicles and cars. Finish -concrete block paving roads and
bituminous macadam spaces with block paving corner demarkation, precast concrete kerbs generally.

Access roads to the devel opment to be finished with bituminous macadam wearing course.

8
VALE
OF WHITE HORSE
Planning & Engineering Department

TOWN AND COUNTRY PLANNING ACT 1990
NOTICE OF PERMISSION

To: Lansdown Estates Group Ltd c/o Granville Projects

80 MIton Park
Abi ngdon
Oxon OX14 4RY

Application No: M L/ 59/ 122
Pr oposal : Demolition of 88 MIton Park and erection of
pr oposed
B1/ or B8 devel opnent.
Addr ess: 88 M Iton Park
M1 ton
Abi ngdon
Oxon
OX14 4RY

DATE OF DECISION: 14th April 1997

The Vale of White Horse District Council, in pursuance of powers under the Above Act hereby PERMIT the above development to be
carried out in accordance with the application and accompanying plans submitted by you, subject to compliance with the conditions
specified hereunder.

1. THE DEVELOPMENT TOWHICH THIS PERMISSION RELATES SHALL BE BEGUN WITHIN A PERIOD OF FIVE
YEARS FROM THE DATE OF THIS PERMISSION.

2. THE DEVELOPMENT SHALL BE LANDSCAPED IN ACCORDANCE WITH A SCHEMEWHICH SHALL BE SUBMITTED
TO AND APPROVED IN WRITING BY THE DISTRICT PLANNING AUTHORITY BEFORE THE DEVELOPMENT
COMMENCES AND SHALL ENSURE:

a) THE RETENTION OF SELECTED EXISTING TREES AND SHRUBS ON THE SITE,

b) THE PROTECTION OF THE SELECTED EXISTING TREES AND SHRUBS ON THE SITE DURING THE DEVELOPMENT
OF THE SITE;
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c) THE CARRYING OUT OF ANY EARTH MOVING OPERATIONS CONCURRENTLY WITH THE CARRYING OUT OF
THE BUILDING AND OTHER WORKS,

d) COMPLETION OF THE SCHEME DURING THE PLANTING SEASON NEXT FOLLOWING THE COMPLETION OF THE
BUILDING(S), OR SUCH OTHER DATE ASMAY BE AGREED IN WRITING WITH THE DISTRICT PLANNING,
AUTHORITY;

e) THE MAINTENANCE OF THE LANDSCAPED AREAS FOR A PERIOD OF FIVE YEARS OR UNTIL ESTABLISHED,
WHICHEVER MAY BE LONGER. ANY TREES OR SHRUBS REMOVED, ORWHICH IN THE OPINION OF THE DISTRICT
PLANNING AUTHORITY, AREDYING, BEING SEVERELY DAMAGED OR BECOMING SERIOUSLY DISEASED WITHIN
FIVE YEARS OF PLANTING, SHALL BEREPLACED BY TREES OR SHRUBS OF SIMILAR SIZE AND SPECIES TO THOSE
ORIGINALLY REQUIRED TO BE PLANTED.

3. PRIOR TO THE FIRST USE OF ANY BUILDING, THE CAR PARKING AREA SHOWN ON THE APPROVED PLAN
REFERENCE (406/002E) SHALL BE CONSTRUCTED, DRAINED, LAID AND MARKED OUT IN ACCORDANCE WITH THE
SPECIFICATION OF OXFORDSHIRE COUNTY COUNCIL OR SUCH WORKS. THEREAFTER THE AREA SHALL BE KEPT
PERMANENTLY FREE OF ANY OBSTRUCTION TO SUCH USE.

The reasons for the Council's decisionto grant permission for the development subject to compliance with the conditions hereinbefore
specified are:

1. TO COMPLY WITH THE REQUIREMENTS OF SECTION.91 OF THE TOWN & COUNTRY PLANNING
ACT, 1990.

2. TO ENSURE THE IMPLEMENTATION OF A SATISFACTORY SCHEME OF LANDSCAPING WHICH WILL IN DUE
COURSE IMPROVE THE ENVIRONMENTAL QUALITY OF THE DEVELOPMENT AND SOFTEN ITSIMPACT ON THE
AREA.

3.IN THE INTEREST OF HIGHWAY SAFETY.

/sl

CHI EF PLANNI NG AND ENG NEERI NG
OFFI CER,

WARRANTY AGREEMENT CoWa/P& T
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(I N SCOTLAND LEAVE BLANK TH' S AGREEMENT

FOR APPLI CABLE DATE SEE is made the day of 199
CLAUSE ON PAGE 4) e e
BETVEEN:
(insert name of (1) NI CHOLAS HARE ARCHI TECTS
the Consultant) oo oo
of /whose registered office is situated at 3 Barnsbury Square,
London N1 |JL ("the Firn'), and
(insert name of
the Purchaser/the Tenant) [ I e e R T
whose registered office is situated at
(del ete as appropriate) ("the Tenant" which termshall include all permtted assignees
under this Agreenent).
WHEREAS:
(del ete as appropriate) A The Tenant has entered into an agreenent to |ease with

———————————————————————————————————————————————————————— ("the dient") relating to
(insert description of
the Premi SES) oo oo
------------------------------------------------------------------ ("the Prenises")
[ =7 o R LR T
description of
the devel oprent) at 86-88 M LTON PARK, ABI NGDON, OXON
(insert address
of the development) oo "the Devel opnent").]
(del ete as appropriate) ["The Prem ses" are also referred to as "the Devel opment” in this Agreenent.]
insert date B. By a contract ("the Appointnment") dated -------------“-----------aooo
or appoi nt ment the Cient has appointed the Firmas [architects] in connection with the
(del ete/ conpl ete Devel opnent .

as appropriate)

C. The Cient has entered or nay enter into a contract ("the Building Contract") with
(insert name or

bui I di ng contractor VAR QUS TRADE CONTRACTORS TO BE

(o W o T e [ T e e
contractor to be SELECTED BY THE CLI ENT

selected DY the e e
dient)

for the construction of the Devel oprent.

NOW IN CONSIDERATION OF THE PAYMENT OF ONE POUND
(L1) BY THE PURCHASER/THE TENANT TO THE FIRM (RECEIPT OF WHICH THE FIRM ACKNOWLEDGES) IT IS

HEREBY AGREED as follows:
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(del ete as appropriate 1. The Firmwarrants that it has exercised

to reflect terns of the and will continue to exercise reasonable skill

appoi nt nent) [and care] [care and diligence] in the
performance of its services to the dient
under the Appointment. In the event of any
breach of this warranty:

(a) subject to paragraphs (b) and (c) of this
clause, the Firmshall be liable for the
reasonabl e costs of repair renewal and/or
reinstatenent of any part or parts of the
Devel opment to the extent that

- the Tenant incurs such costs and/or

- the Tenant is or becones |liable either
directly or by way of financia
contribution for such costs.

The Firmshall not be liable for other
| osses incurred by the Tenant.

(b) the Firmis liability for costs under
this Agreenent shall be limted to that
proportion of such costs which it woul d
be just and equitable to require the Firm
to pay having regard to the extent of the
Firms responsibility for the sane and on
the basis that

(insert the nanes GLANVI LLE AND ASSCCI ATES
of other intended

war r ant or s) GLANVI LLE PRQJECTS

PETER BRETT ASSCCI ATES

MACGREGOR SM TH

be deened to have provided contractua
undertakings on terns no | ess onerous
than this Clause 1 to the Tenant in
respect of the perfornmance of their
services in connection with the

Devel opment and shall be deenmed to have
paid to the Tenant such proportion which
it would be just and equitable for them
to pay having regard to the extent of
their responsibility;

(c) the Firmshall be entitled in any action
or proceedings by the Tenant to rely on
any limtation in the Appointnent and to
rai se the equivalent rights in defence of
liability as it woul d have against the
Cient under the Appointnent;

s the obligations of the Firmunder or
e e s — sy Okiles IOCguse | shal | not be
rel eased or di mnished by the appoint nent
of any person by the Tenant to carry out
any independent enquiry into any rel evant
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(insert anount)

(insert period)
conpl etion

(i nsert nunber
of times)

(del ete if under

Scots | aw)

3. The Firm acknow edges that the dient has
paid all fees and expenses properly due and
owing to the Firmunder the Appointnment up to
the date of this Agreenent

4. The Tenant has no authority to issue any
direction or instruction to the Firmin relation
to the Appointnent.

5. The copyright in all draw ngs, reports,
nmodel s, specifications, bills of quantities,
cal cul ati ons and ot her docunents and information
prepared by or on behalf of the Firmin
connection with the Devel opnent (together
referred to in this dause 5 as "the Docunents")
shall remain vested in the Firm but, subject
to the Firm having received paynent of any fees
agreed as properly due under the Appointnent.
The Tenant and its appointee shall have a
licence to copy and use the Documents
and to reproduce the designs and content of them
for any purpose related to the Prem ses
i ncluding, but without limtation, the
construction, conpletion, naintenance,
letting, pronotion, advertisenent,
reinstatenment, refurbishnent and repair of the
Prem ses. Such licence shall enable the Tenant
and its appointee to copy and use the Docunents
for the extension of the Prem ses but such use
shall not include a licence to reproduce the
designs contained in themfor any extension of
the Prem ses. The Firmshall not be liable for
any use by the Tenant or its appointee of any of
the Docunents for any purpose other than that
for which the same were prepared by or on
behal f of the Firm

6. The Firm shall maintain professional indemity
i nsurance in an anount of not |ess than
ONE AND A HALF M LLI ON POUNDS (L1, 500, 000) for
any one occurrence or series of occurrences
arising out of any one event for a period
of years fromthe date of practica

of the Prenises under the Building Contract,
provi ded al ways that such insurance is
avai l able at commercially reasonabl e rates.
The Firmshall immediately informthe Tenant
i f such insurance ceases to be available at
commercially reasonable rates in order that
the Firmand the Tenant can discuss neans of
best protecting the respective positions of
the Tenant and the Firmin the absence of such
i nsurance. As and when it is reasonably
requested to do so by the Tenant or its
appoi ntee the Firmshall produce for

i nspection docunmentary evidence that its
prof essional indemity insurance is being
mai nt ai ned.

[7 This Agreenent nay be assigned ONCE by the
Tenant by way of absolute |egal assignnent to
anot her person taking an assignnent of the
Purchaser's/the Tenant's interest in the
Prem ses without the consent of the dient or

eseret ey BRGNS, ol T 5RRET R GHI e (@ad such assignment
snar1 be effective upon witten notice thereof
being given to the Firm No further assignnent
shall be permitted.]



(delete if under [10 The construction validity and performance of

Scots | aw) this Agreenent shall be governed by English |aw
and the parties agree to subnmit to the non-exclusive
jurisdiction of the English Courts.]

(alternatives, [AS WTNESS the hands of the parties the day and
del ete as year first before witten.
appropri ate)

Signed by or on behalf of the Firm

(for agreenent in the presence of:
execut ed under hand

Signed by or on behal f of the Tenant

in the presence of:

WARRANTY AGREEMENT CoWa/P& T
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(I N SCOTLAND LEAVE BLANK TH' S AGREEMENT

FOR APPLI CABLE DATE SEE is made the day of 199
CLAUSE ON PAGE 4) e e
BETVEEN:
(insert name of (1) GLANVI LLE AND ASSOCI ATES
the Consultant) oo oo o—eo—oo—--oo-o---
of /whose registered office is situated at PORTERSWOOD HOUSE, PORTERSWOOD,
ST. ALBANS, HERTS AL3 6PQ ("the Firn'), and
(insert name of
the Purchaser/the Tenant) [ I e e R T
whose registered office is situated at
(del ete as appropriate) ("the Tenant" which termshall include all permtted assignees
under this Agreenent).
WHEREAS:
(del ete as appropriate) A The Tenant has entered into an agreenent to |ease with

———————————————————————————————————————————————————————— ("the dient") relating to
(insert description of
the Premi SES) oo oo
------------------------------------------------------------------ ("the Prenises")
[ =7 o R LR T
description of
the devel oprent) at 86-88 M LTON PARK, ABI NGDON, OXON
(insert address
of the development) oo "the Devel opnent").]
(del ete as appropriate) ["The Prem ses" are also referred to as "the Devel opment” in this Agreenent.]
insert date B. By a contract ("the Appointnment") dated -------------“-----------aooo
or appoi nt ment the Cient has appointed the Firmas [architects] in connection with the
(del ete/ conpl ete Devel opnent .

as appropriate)

C. The Cient has entered or nay enter into a contract ("the Building Contract") with
(insert name or

bui I di ng contractor VAR QUS TRADE CONTRACTORS TO BE

(o W o T e [ T e e
contractor to be SELECTED BY THE CLI ENT

selected DY the e e
dient)

for the construction of the Devel oprent.

NOW IN CONSIDERATION OF THE PAYMENT OF ONE POUND
(L1) BY THE PURCHASER/THE TENANT TO THE FIRM (RECEIPT OF WHICH THE FIRM ACKNOWLEDGES) IT IS

HEREBY AGREED as follows:
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(del ete as appropriate 1. The Firmwarrants that it has exercised

to reflect terns of the and will continue to exercise reasonable skil

appoi nt ment) [and care] [care and diligence] in the
performance of its services to the dient
under the Appointnment. In the event of any
breach of this warranty:

(a) subject to paragraphs (b) and (c) of this
clause, the Firmshall be liable for the
reasonabl e costs of repair renewal and/or
rei nstatenent of any part or parts of the
Devel opment to the extent that

- the Tenant incurs such costs and/or

- the Tenant is or becones liable either
directly or by way of financial
contribution for such costs.

The Firmshall not be liable for other
| osses incurred by the Tenant.

(b) the Firmis liability for costs under

this Agreement shall be linmted to that
proportion of such costs which it would
be just and equitable to require the Firm
to pay having regard to the extent of the
Firms responsibility for the sane and on
t he basis that

(i nsert the names

of other intended GLANVI LLE PRQJECTS

warrantors) e oo

shal |
be deenmed to have provided contractua
undertaki ngs on terns no | ess onerous
than this Clause 1 to the Tenant in
respect of the performance of their
services in connection with the
Devel opnent and shall be deened to have
paid to the Tenant such proportion which
it would be just and equitable for them
to pay having regard to the extent of
their responsibility;

(c) the Firmshall be entitled in any action
or proceedings by the Tenant to rely on
any limtation in the Appointnent and to
rai se the equivalent rights in defence of
liability as it would have against the
Cient under the Appointnent;

(d) the obligations of the Firmunder or
pursuant to this Cause | shall not be
rel eased or dimnished by the appoint nent
of any person by the Tenant to carry out
any independent enquiry into any rel evant

Dawmrwt oy LG LF

e amas PB03.€7 EDGAR Online, I nc.

(del ete where 2. [Wthout prejudice to the generality of Cause 1
the Firmis the Firmfurther warrants that it has exercised

+ha Aliant 1 v and wll ~rAnt ! Nniia +t N avarcri co roaacnnahl a el 1]
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(insert anount)

(insert period)
conpl etion

(i nsert nunber
of times)

(del ete if under

Scots | aw)

3. The Firm acknow edges that the dient has
paid all fees and expenses properly due and
owing to the Firmunder the Appointnment up to
the date of this Agreenent

4. The Tenant has no authority to issue any
direction or instruction to the Firmin relation
to the Appointnent.

5. The copyright in all draw ngs, reports,
nmodel s, specifications, bills of quantities,
cal cul ati ons and ot her docunents and information
prepared by or on behalf of the Firmin
connection with the Devel opnent (together
referred to in this dause 5 as "the Docunents")
shall remain vested in the Firm but, subject
to the Firm having received paynent of any fees
agreed as properly due under the Appointnent.
The Tenant and its appointee shall have a
licence to copy and use the Documents
and to reproduce the designs and content of them
for any purpose related to the Prem ses
i ncluding, but without limtation, the
construction, conpletion, naintenance,
letting, pronotion, advertisenent,
reinstatenment, refurbishnent and repair of the
Prem ses. Such licence shall enable the Tenant
and its appointee to copy and use the Docunents
for the extension of the Prem ses but such use
shall not include a licence to reproduce the
designs contained in themfor any extension of
the Prem ses. The Firmshall not be liable for
any use by the Tenant or its appointee of any of
the Docunents for any purpose other than that
for which the same were prepared by or on
behal f of the Firm

6. The Firm shall maintain professional indemity
i nsurance in an anount of not |ess than
ONE AND A HALF M LLI ON Pounds (L1, 500, 000) for
any one occurrence or series of occurrences
arising out of any one event for a period
of years fromthe date of practica

of the Prenises under the Building Contract,
provi ded al ways that such insurance is
avai l able at commercially reasonabl e rates.
The Firmshall immediately informthe Tenant
i f such insurance ceases to be available at
commercially reasonable rates in order that
the Firmand the Tenant can discuss neans of
best protecting the respective positions of
the Tenant and the Firmin the absence of such
i nsurance. As and when it is reasonably
requested to do so by the Tenant or its
appoi ntee the Firmshall produce for

i nspection docunmentary evidence that its
prof essional indemity insurance is being
mai nt ai ned.

[7 This Agreenent nay be assigned ONCE by the
Tenant by way of absolute |egal assignnent to
anot her person taking an assignnent of the
Purchaser's/the Tenant's interest in the
Prem ses without the consent of the dient or

eseret ey BRGNS, ol T 5RRET R GHI e (@ad such assignment
snar1 be effective upon witten notice thereof
being given to the Firm No further assignnent
shall be permitted.]



(delete if under
Scots | aw)

(alternatives,
del ete as
appropri ate)

(for agreenent
execut ed under hand

[10 The construction validity and performance of

this Agreenent shall be governed by English |aw
and the parties agree to subnmit to the non-exclusive
jurisdiction of the English Courts.]

[AS WTNESS the hands of the parties the day and
year first before witten.

Signed by or on behalf of the Firm

in the presence of:

Signed by or on behal f of the Tenant

in the presence of:

LATENT DEFECTSPROPOSAL

Unit 88 Milton Park
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I NSURED VALUES:

Itens 1/4 - Bui | di ng

(pound) 2, 035, 000

Item5 - Di sturbance Costs @2.5% (pound)
50, 000

(pound) 2, 085, 000
Iltem 6 - Rent 12 nonths @ pound) 300, 000 p. a. (pound)
300, 000

PREM UM

Itens 1/5 - Bui | di ng/ Di st urbance Costs

(pound) 18, 648. 24

Deposi t (pound)
2,236.00

Iltem 6 - Rent (pound)
2,246. 40

NOTES:

Single Premium
12 YearsCover
Building Cover Deductible (pound)20,000 Annual Inflation Cover (Building, only) - 5% All Premiums inclusive of Insurance
Premium Tax at 4%
(Rate may change prior to cover commencing)

COMMERCIAL UNION ASSURANCE COMPANY plc
LATENT DEFECTS POLICY

The Insurers agree (subject to the terms definitions exclusions and conditions of this policy) that if after payment of the premium
DAMAGE (aswithin defined) shall be discovered then the Insurerswill pay to the Insured the valueof the Property Insured at thetime
of thediscovery of the DAMAGE or the amount of such DAMAGE or at thelnsurers option reinstate or repair such property or any
part of it or remedy any defect therein to prevent DAMAGE

Provided that the liability of the Insurers under this policy shall not exceed
i inthe whole thetotal sum insured or in respect of any item its sum insured at the time of the discovery of the DAMAGE

ii the suminsured remaining after deduction for any other DAMAGE unlessthe Insurersshall have agreed to reinstate any such sum
insured
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This policy incorporates the Schedule Specification and Endorsements which shall be read together as one contract. Words and
expressions to which specific meaning is givenin any part of this policy shall have the same meaning wherever they appear

AGENCY
BRANCH & AGENT NO. 959 800093UP

THE | NSURERS:
pl c

THE | NSURED:

THE PROPERTY | NSURED
Specification

THE SCHEDULE

MEPC | nsurance Managenent Limted

Policy No.

Conmer ci al Uni on Assurance Conpany
ADDRESS

As detailed in the attached

TOTAL SPECI FI CATI ON SUM | NSURED (pound)
DEDUCTI BLE:
In respect of
1 Item No. 4 the first(pound) ) Subject to maxi mum
) policy deductible
each
2 I[tem No. 6 the first(pound) ) incident of DAMAGE
bei ng( pound)
3 Al other itens the first(pound) )
THE SUM INSURED BY THISPOLICY (pound)
being 100% of the total Specification sum insured
PERIOD OF INSURANCE:
1 For Item 4a
From
to
2 For Itens 4b and 4c
From
to
3 For all other itens
From
to
pwarvs v SOy omsm 2002, EDGAR Qnline, I nc.




PREMIUM (Pound) less deposit of (pound) =(pound)
(inclusive of (pound) Insurance Premium Tax)

BRANCH ADDRESS: 82 Pdll Mall, London, SWIY 5HF
2
THE PROPERTY INSURED

The building situate
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| TEM NO
1. The buil ding excluding property as described in item
(pound))
nunbers 2 & 3 occupi ed as
)
) . .
2 Landlord's fixtures and fittings and pernmanently
)
installed services formng part of the building
(pound))
) o
3 Roads, pavenents, car parks, lighting, walls, gates
)
fences and | andscaping of the area adjacent to
)
the building but only to the extent of the
)
Insured's liability therefore
(pound))
) _ _ o
4 Costs incurred in repairing DAVMAGE to the Property
)
I nsured di scovered during the period of insurance
)
applicable to this item
(pound))
) . . .
a in respect of roofs with |l ess than 6% pitch
)
fromthe horizontal
(pound))
) _ .
b in respect of that part of the Waterproofing
)
Envel ope bel ow ground | evel
(pound))
) .
c in respect of other parts of the Waterproof
)
Envel ope
(pound))
5 Costs necessarily and reasonably incurred
with the consent of the Insurers for dismantling, noving,
renoving, returning and re-erecting property not
forming part of the building to enable repairs or
rebuil ding to proceed
(pound)
6 Mont hs rent
(pound)
(pound)
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MEMO
Payment of any claim under Items Nos 2, 3, 5 and 6 is conditional upon payment being made or liability admitted for a claim under
Item Nos1 or 4
MEMO - WAIVER OF RIGHTS OF REDRESS
Notwithstanding Claims Condition 6 the Insurers hereby agree not to pursue any subrogated rights of redress they may accrue against
the Lansdown Estates Group's design team and construction managers otherwise thanin respect of fraud or fraudulent acts.
-3-
DEFINITION
The word DAMAGE, in capital letters, shall mean
1 destruction of or physical damageto

2. threat of imminent collapse of

any portion of the Property Insured for which a Certificate of Practical Completion hasbeen received by the Insurersand for which
they have formally confirmed cover directly caused by

aadefect existing prior to the commencement of the Period of Insurance but remaining undiscovered at that date

i inthe design or construction of elementsessentia to the stability and strength of the Property Insured or inthe materials used in the
construction of such elements

ii in the externa walls and roofing of the Property Insured
iii in respect of Item No. 4 of the Specification only - in the design or construction of the Waterproofing Envelope, i.e. the roof,
skylights, external walls, cladding, windows, doorsand lowest floor orin thematerials used in the construction of the Waterproofing
Envelope
b subsidence landdlip or ground heave of theland on whichthe Property stands
-4-

EXCLUSIONS
Thispolicy does not cover
1 DAMAGE discovered after the relevant period of insurance
2 DAMAGE due to arising from
a. wear and tear
b. inadegquate maintenance of the Property Insured
c. abnormal useor overloading of the Property Insured beyond its design capacity
d. normal settlement or bedding down
e. normal shrinkage or expansion of materials used in the construction of the Property Insured
f. change in colour texture or any ageing process of the Property Insured

0. faulty or inadequate weatherproofing except asinsured by Item No 4 of the Specification
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3. loss or destruction or damage due to or arising fromfire, lightning, explosion, earthquake, storm, flood, escape of water from any
tank apparatusor pipe whether caused by DAMAGE insured hereby or otherwise

4. the cost of any work for whichany contractor is responsible under the defectsliability provisions contained in any contract for
works after issue of Certificate of Practical Completion or date of hand over whichever is applicable

5. consequential or economic loss of any kind or description except loss of rent when suchlossisincluded in the cover under this
policy

6. any property more specificaly insured by or on behalf of the Insured

7. loss or destruction or damage caused by pollution or contamination but thisshall not exclude destruction of or damageto the
Property Insured, not otherwise excluded, caused by

a. pollution or contamination whichitself resultsfrom DAMAGE

b. DAMAGE which itself resultsfrom pollution or contamination

8. loss or destruction or damage occasioned by war invasion act of foreign enemy hostilities (whether war be declared or not) civil war
rebellion revolution insurrection military or usurped power nationalisation confiscation requisition seizure or destruction by the

government or any public authority

9. loss or destruction of or damage to any property whatsoever or any loss or expense whatsoever resulting or arising therefrom or any
consequential loss directly or indirectly caused by or contributed to by or arising from

aionising radiations or contamination by radioactivity from any nuclear fuel or from any nuclear waste from the combustion of nuclear
fuel

b theradioactive toxic explosive or other hazardous properties of any explosive nuclear assembly or nuclear component thereof

10. loss or destruction or damage due to or arising from pressure waves caused by aircraft or other aerial devicestravelling at sonic or
supersonic speeds

GENERAL PROVISIONS

1 CONDITION OF AVERAGE (UNDERINSURANCE) The sum insured by each item of thispolicy other than those applying solely
to fees or removal of debrisisdeclared to be separately subject to Average

Whenever asum insured is declared to be subject to Average if such sum shall a thediscovery of any DAMAGE be less thanthe
value of the property covered withinsuch sum insured the amount payable by the Insurersin respect of such DAMAGE shall be
proportionately reduced

2 DEDUCTIBLES This policy does not cover the amounts of the deductibles stated in the Schedule in respect of each and every loss
as ascertained after the application of al other termsand conditions of the policy including any condition of Average

3 ASSIGNMENT This policy isassignable to any party acquiring an Insurable Interest in the Property Insured subject to prior
notification being received by the Insurers and admitted by themin writing

GENERAL CONDITIONS

1 POLICY VOIDABLE This policy shall be voidable in the event of misrepresentation misdescription or non disclosure in any
materia particular

2 RESTRICTIVE AGREEMENTS The Insured shall not enter into any agreement lease or contract with any party whichwould limit
modify or curtail thefights of the Insurersagainst third parties without their consent

3 ALTERATION Thispolicy shall be avoided if there be any alteration modification change of useor addition to the Property Insured
whereby the risk of DAMAGE isincreased unless admitted by the Insurers inwriting
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4. REASONABLE PRECAUTIONS The Insured shall take all reasonable precautionsto prevent DAMAGE

5 JURISDICTION This policy shall be construed in accordance with English Scottish or Northern Ireland law and shall be subject to
the exclusive jurisdiction of the appropriate Court of England and Wales Scotland or Northern Ireland and any arbitration hereunder
should be held in the United Kingdom of Great Britain and Northern Ireland

The Insurers shall not be liable to the Insured for exemplary or punitive damagesin any circumstances whatsoever
CLAIMSCONDITIONS

1 ACTION BY INSURED

A Ondiscovery of DAMAGE the Insured shall

i notify the Insurersimmediately

ii carry out and permit to be taken any action which may be reasonably practicable to prevent further DAMAGE

iii deliver to the Insurersat the Insured's expense

afull information in writingof the property destroyed or damaged and the amount of the DAMAGE

b details of any other insurances on any property hereby insured

within 30 days after discovery of the DAMAGE and

c all such proofs and information relating to the claim as may reasonably be required

d if demanded astatutory declaration of the truth of the claim and of any matters connected with it

B No claimunder thispolicy shall be payable unless theterms of this condition have been complied with

2 FRAUD If aclaimisfraudulent in any respect or if fraudulent means are used by the Insured or anyone acting on his behalf to obtain
any benefit under the policy or if any DAMAGE is caused by the wilful act or withthe connivance of the Insured all benefit under the
policy shall beforfeited

3 REINSTATEMENT If any property isto be reinstated or replaced by the Insurers the Insured shall at his own expense provide all
such plans documents books and information as may reasonably be required. The Insurers shall not be bound to reinstate exactly but
only as circumstances permit and in a reasonably sufficient manner and shall not in any case be bound to expend in respect of any one
of theitemsinsured more thanits sum insured

4 INSURERS RIGHTS FOLLOWING CLAIM Onthe discovery of DAMAGE in respect of whichaclaim is made thelnsurers and
any person authorised by the Insurers may without thereby incurring any liability or diminishing any of the Insurersrights under this
policy enter the premises where such DAMAGE has occurred

No property may be abandoned to thelnsurers

5 CONTRIBUTION AND AVERAGE If at thetime of discovery of any DAMAGE thereisany other insurance effected by or on
behalf of the Insured covering any of the property destroyed or damaged the liability of the Insurers hereunder shall be limited to its
rateable proportion of such DAMAGE

If any such other insurance shall be subject to any Average (underinsurance) condition this policy if not already subject to any such
condition of Average shall be subject to Average in like manner

If any such other insurance is subject to any provision whereby it is excluded from ranking concurrently with this policy either in
whole or in part or from contributing ratesbly the liability of the Insurers under this policy shall be limited to that proportion of the
DAMAGE which the sum insured under this policy bears to the valueof the property
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6 SUBROGATION

Any claimant under this policy shall at the request and expense of the Insurerstake and permit to be taken all necessary steps for
enforcing rights against any other party in the name of the Insured before or after any payment is made by the Insurers

7 ARBITRATION

If any difference arises as to the amount to be paid under this policy (liability being otherwise admitted) such difference shall be

referred to an arbitrator to be appointed by the parties in accordance with statutory provisions. Where any differenceis by this

condition to be referred to arbitration the making of an award shall be a condition precedent to any right of action against the Insurers
CLAUSES

1 RENT Any insurance hereby on rent applies only if the said building or any part thereof is unfit for occupation in conseguence of

DAMAGE and then the amount payable shall not exceed such proportion of the sum insured on rent as the period necessary for

reinstatement bears to theterm of rent insured

2 FEESThe insurance by Items Nos 1 to 4 includesan amount in respect of Architect Surveyors Legal and Consulting Engineers Fees

necessarily and reasonably incurred in the reinstatement or repair of Property Insured consequent upon its destruction or damage but

not for preparing any claim, it being understood that the amount payable under any item shall not exceed in total itssum insured

3. REMOVAL OF DEBRIS Theinsurance by ItemsNos 1to 4 extends to include costs and expenses necessarily incurred by the
Insured with the consent of the Insurers in

aremoving debris

b dismantling and/or demolishing

¢ shoring up or propping

of theportion or portions of the Property Insured destroyed or damaged by any peril hereby insured against

The liability of the Insurers under this memo and the policy in respect of any item shall in no case exceed the sum insured thereby
The Insurers will not pay for any costs or expenses:

i incurred in removing debris except from the site of such property destroyed or damaged and the area immediately adjacent to such
site

ii arising from pollution or contamination of property not insured by this policy

4 INDEXATION OF SUM INSURED AND DEDUCTIBLE

The sum insured by each of ItemNos 1, 2, 3, 4and 5 of the Specification and the amount(s) of the Deductible(s) will each be
separately increased by 5% compound on each anniversary of the commencement of theperiod of insurance. For the purpose of any
loss settlement the sum insured as adjusted in accordance with the foregoing provisions shall be regarded as the sum insured at the
time of thediscovery of the DAMAGE

5 REINSTATEMENT (85% AVERAGE)

Subject to thefollowing Special Conditions in the event of DAMAGE the basis upon which the amount payable in respect of Items
Nos 1to 4 isto be calculated shall be thereinstatement of the property destroyed or damaged

For the purpose "reinstatement” means
athe rebuilding or replacement of property destroyed which, provided the liability of the Insurersis not increased, may be carried out

i in any manner suitable to the requirements of the Insured
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ii upon another site
b therepair or restoration of property damaged
¢ the remedy of any defect to prevent DAMAGE

inany case to a condition equivalent to or substantially the same as but not better or more extensive than itscondition whennew
except ashecessary to remedy such defect

SPECIAL CONDITIONS

1 Theliability of thelnsurers for the repair or restoration of property damaged in part only shall not exceed the amount whichwould
have been payable had such property been wholly destroyed

2 If at the time of reinstatement the sum representing 85% of the cost which would have been incurred in reinstating the whole of the
property covered by any item subject to thismemorandum exceeds its sum insured at the time of the discovery of any DAMAGE, the
liability of the Insurersshall not exceed that proportion of theamount of the DAMAGE which thesaid sum insured shall bear to the
sum representing the total cost of reinstating the wholeof such property at that time

3 No payment beyond the amount which would have been made payable in the absence of thismemorandum shall be made

a unless reinstatement commences and proceeds without unreasonable delay

b until the cost of reinstatement shall have been actually incurred

c if the property insured at thetime of its loss destruction or damage shall be insured by any other insurance effected by or on behalf of
the Insured whichis not upon the same basis of reinstatement

4 All theterms and conditions of the policy shall apply

ain respect of any claim payable under the provisions of this memo except in so far as they arevaried hereby

b whereclaims are payable as if this memo had not been incorporated

6 PUBLIC AUTHORITIES

Subject to thefollowing Special Conditions the insurance by ItemsNos 1to 4 of this policy extends to include such additional cost of
reinstatement of the destroyed or damaged property thereby insured as may be incurred solely by reason of the necessity to comply
with Building or other Regulations under or framed in pursuance of any Act of Parliament or with Bye-Laws of any Public Authority
excluding

athe costincurred in complying with any of the aforesaid Regulations or Bye-Laws:

i inrespect of the discovery OF DAMAGE occurring prior to the granting of this extension

ii in respect of loss destruction or damage not insured by the policy

iii under which notice has been served upon the Insured prior to thediscovery of the DAMAGE

iv in respect of undamaged property or undamaged portions of property other than foundations of that portion of the property
destroyed or damaged

b theadditional cost that would have been required to make good the property lost destroyed or damaged to a condition equal to its
condition when new had the necessity to comply with any of the aforesaid Regulations or Bye-Laws not arisen

¢ the amount of any charge or assessment arising out of capital appreciation whichmay be payablein respect of the property or by the
owner thereof by

SPECIAL CONDITIONS
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1 The work of reinstatement must be commenced and carried out without unreasonable delay after thediscovery of the DAMAGE and
may be carried out upon another site (if the aforesaid Regulationsor Bye-Laws so necessitate) subject to theliability of the Insurers
under this extension not being thereby increased

2 If theliability of the Insurersunder any item of the policy apart fromthis extension shall be reduced by the application of any of the
termsand conditions of the policy then theliability of the Insurersunder thisextension in respect of any such itern shall be reduced in
like proportion

3 Thetotal amount recoverable under any item of thepolicy shall not exceed its sum insured

4 All theterms and conditions of the policy except in so far as they are varied hereby shall apply as if they had been incorporated
herein

5 Interim paymentswill be available following sectional completion of reinstatement work.

GLANVILLE PROJECTS
Corinthian Court, 80 Milton Park Abingdon, Oxford OX14 4RY

Telephone: 01235 821010 Fax:01235 835492
e-mail: glanville_milt@compuserve.com

Our Ref: MS/IAMB/GP706
13th October 1998

Milton Park Limited
Corinthian Court
80 Milton Park
Abingdon
Oxon OX14 4RY

FOR THE ATTENTION OF HUGH RICHARDS
Dear Hugh
86 - 88 MILTON PARK, ABINGDON
Asdiscussed, please seethe proposed roller shutter door details asfollows:
0 Dimension of 3985 mm x 3500 mm
0 Heavy Duty
o ProfileHR116 double-skinned
0 Smooth Aluminium Finish
0 Colour RAL 7032 'Pebble' (finish both sides in atough top grade paint)
o Electrically operated
0 3 Phase supply
0 ZAK System
o Safety edge
For further detailed specification, please see the manufacture's brochure.
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Delivery/installation is eight weeks from finalised detailsbeing agreed and order being placed.
If you require any further information please do not hesitate to contact me.

Yours sincerely

/ s/ Mark Sperring

MARK SPERRI NG
CONSTRUCTI ON
MANAGER

ESTATE REGULATIONS
These regulations are imposed by the Landlord and affect the whole of the Estate
1. No open storage of materials or pallets shall be permitted on the Premises.

2. All rubbish and waste materials shall be placed in proper receptacles in an area designated by the Landlord and not be allowed to
accumulate. No waste materials shall be burnt within the Estate.

3. No smoke or fumes or noxious smells shall be emitted from the Premises so asto causein the opinion of the Landlord or its
surveyors annoyance or interference with the proper enjoyment of adjoining premises of the Landlord or its tenants or of the premises
adjoining or near the Estate.

4. The Tenant must not use industrial machinery engines and equipment so as to cause excessive noise dust or nuisance. Any excess
whichin theopinion of the Landlord's Surveyor is causing annoyance to adjoining tenants of the Landlord or to the occupiers in the
vicinity shall be abated immediately upon notice.

5. No mechanically operated vehicles, cycles, hand trucks or trailers shall be parked or left unattended outside areas properly reserved
for such parking or in such manner as to obstruct roadways intoor on the Estate nor so as to prevent ingressand egress of firefighting
equipment round the curtilage of a building or buildings erected thereon and not to cause any obstruction on any of the common parts
of the Estate by parking vehicles or leaving goods thereon.

6. The Tenant must secure all buildings comprised in the Premises by locking al windows and doors therein for the purpose of
ensuring proper security and to reduce the risk of the spread of fire.

7. The Tenant must not load or off-load vehicles except withinthe curtilage of the Premises.
8. The Tenant must not store inflammable materials, explosive substances or liquids except in proper containers or receptacles
properly labelled and signed all in accordance with theregulations of al competent authorities and to the satisfaction of the Landlord's

insurers and in any event not abutting any boundary fences or other adjoining property of the Landlord.

9. Any externa lighting withinthe curtilage of the Premisesisto be maintained in good condition and fully operate during night time
working hours.

10. Traffic Regulations as shown by road signs must be observed including parking and speed limits.
11. Care and consideration must be given to pedestrians and others using Estate roads.

12. All vehicles on the Estate are at the owner's risk and the Landlord will not be liablefor damage or theft or any other hazard.
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13. The Tenant shall atall timesinsofar as it lieswithinits power take all such steps as are necessary to ensure that all vehicles (except
private cars and light vans with a carrying capacity of lessthan 15 cwt.) shall whenleaving the Estate (a) by the Potash Lane entrance
under al circumstancesturn Southwards away from thevillage of Milton and (b) by the Harwell Lane entrance under no circumstances
tum northwards towards thevillage of Sutton Courtenay. Such vehicles shall at no timetravel over any part of those sections of Potash
Laneand Harwell Lane whichrun between thetwo entrances to the Estate and the villages of Milton and Sutton Courtenay
respectively likewisethe Tenant shall take al such steps as are necessary to ensure that all such vehicles when returning to the Estate
shall under no circumstancestravel over any part of the above mentioned sections of Potash Lane and Harwell Lane.

14. Animals must be kept under proper control.

15. The playing of games is prohibited on the roadways and other areas and in the interests of safety boating, swimming and paddling
inthe lakes is also prohibited

16. The Tenant is to ensure that employeesfamiliarise themselves with the procedure in case of fire and the use of fire telephone and
fire appliances.

17. If any fire appliance or other safety equipment provided by the Landlord is used or found to have been damaged this fact must be
reported to the Landlord's Security Officer at the Information Building.

18. All goods brought into the Estate area at the owner's risk.
19. Personnel must confine themselvesto their own employer's premises and areas of common useon the Estate.

20. No vehicle of any description shall be drivenon or over any roads on the Estate by any person who does not at the relevant time
possess avalid licence entitling him to drive that class of vehicle on apublic highway.

[VERTEX LETTERHEAD]
November 2, 1998

MILTON PARK LIMITED
CORINTHIAN COURT

80 MILTON PARK
ABINGDON
OXFORDSHIRE

OX14 RY

Re: PROPOSED AGREEMENT FOR LEASE AND LEASE (THE " TRANSACTION DOCUMENTS")
BETWEEN MILTON PARK LIMITED (THE "LANDLORD"), VERTEX PHARMACEUTICALS (EUROPE) LIMITED (THE
"TENANT") AND VERTEX PHARMACEUTICALS INCORPORATED (THE "COMPANY") FOR UNIT 88. THE FORUM
MILTON PARK ABINGDON OXFORDSHIRE (THE "PREMISES")

Dear Sirs:

The undersigned has acted ascounsel to the Company in connection with its guarantee of the obligations of Vertex Pharmaceuticals
(Europe) Limited under the Transaction Documents.

| have reviewed the Transaction Documents, the Restated Articles of Organization of the Company and the By-Lawsof the Company.
| have also examined such other documents and records and have performed such investigation as to matters of fact and law as| have
deemed necessary or appropriate for the purpose of this opinion. With respect to certain mattersof fact, | haverelied upon
representations of the officers of the Company.

In my examination, | have assumed the genuineness of all signatures, the authenticity of all documents submitted to me as originals, the
conformity with the original documents of all documents submitted to me as copies or facsimiles, and the authenticity and
completeness of the originals of such latter documents. | have assumed the due authorization and execution by the Landlord and
Tenant of the Transaction Documents. | have assumed (without independent verification) that the Landlord has full power and
authority to enter into, execute and deliver the Transaction Documentsand perform itsobligations thereunder and the conditions
thereof in accordance with their terms.
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| am member of the bar of the Commonwealth of Massachusetts and | express no opinion as to any matters insofar asany laws other
than the laws of the Commonwealth of Massachusetts may apply. This opinion is given subject further to the qualification that
enforcement of the Transaction Documents may be affected by events or changesin the law of the Commonwealth of Massachusetts
occurring after the date of this opinion, and | disclaim any obligation to advise you of any such events or changesin the law which
might affect any matters or opinionsset forth herein.

Milton Park Limited
November 2, 1998

Page 2
Based upon the foregoing, and subject the qualifications and exceptions herein contained, | am of the opinion that:

1. The Company isa corporation duly organized and existing, under the lawsof the Commonwealth of Massachusetts and hasthe
corporate power to carry onitsbusiness asit is now being conducted and to ownits property and other assets.

2. The Company has the corporate power and legal capacity to enter into, execute and deliver the Transaction Documentsand to
perform all its obligations under the Transaction Documents.

3. The execution and delivery of the Transaction Documents by the Company hasbeen duly authorized by all necessary corporate
action of the Company.

4. Execution of the Transaction Documentsby Richard H. Aldrich, Senior Vice President and Chief Business Officer of the Company,
on behalf of the Company, will constitute and operate as due execution thereof.

5. When the Transaction Documentsare duly executed and delivered by the Company, they will be legally binding and enforceable
against the Company in the Commonwealth of Massachusetts in accordance with their terms, subject to the qualifications in paragraph
14 below. The performance by the Company of its obligations under the Transaction Documents will not result in the creation or
imposition of any lien, charge, security or encumbrance upon any of its assetsor properties under the law of the Commonwealth of
Massachusetts.

6. The execution, delivery of the Transaction Documentsby the Company and performance of the Company's obligations thereunder
will not result in any breach of or default under any provisions of Massachusetts law or under any decree of any Massachusetts
governmental authority, agency or court or, to my actual knowledge, under any instrument or under any deed or contract to whichthe
Company isa party at the date hereof or which at the date hereof binds any of the Company's property or other assets.

7. No taxes of the Commonwealth of Massachusetts are imposed by withholding or otherwise on any payment which may become due
from the Company under the Transaction Documents.

8. Every consent, authorization, license or approval of, or registration withor declaration to, any governmental or public bodies or
authorities or courts required by the Company in connection with the execution, delivery, validity, admissibility in evidence or, subject
to the qualifications set forth in paragraph 14 below, the enforceability of the Transaction Documentsor the performance by the
Company of its obligations under the Transaction Documentsincluding (without limitation) all paymentswhich may become due from

the Company in accordance with the provisions of the Transaction Documents have been obtained or made and arein full force and
effect.

Milton Park Limited
November 2, 1998
Page 3

9. Neither the Company, nor any of its assets, is entitled to immunity on the grounds of sovereignty or otherwise from any legal action
or proceeding.

10. It is not necessary to ensure thelegality, validity, admissibility in evidence or, subject to the qualifications set forth in paragraph 14
below, enforceability of the Transaction Documents that it or any other instrument be notarized, filed, recorded, registered or enrolled
inany court, public office or elsewhere in the Commonwealth of Massachusetts or that any stamp, registration or similar tax or charge
be paid in the Commonwealth of Massachusetts on or in relation to the Transaction Documents.

11. The Company has thelegal capacity to contract to be bound by the choice of English law in the Transaction Documentsand to
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submit irrevocably to thejurisdiction of the English Courts under the terms of the Lease, and such a choice of law and submission to
jurisdiction and theirrevocable agreement by the Company to accept service of process by leaving documentsat the registered office
of the Tenant will be recognized asvalid under the law of the Commonwealth of Massachusetts.

12. Any final judgment against the Company for a sum of money or order for specific performance of the Company's obligations under
the Transaction Documents issued by a court of the Commonwealth of Massachusetts will be enforceable against the Company under
the law of the Commonwealth of Massachusetts, subject to the qualifications set forth in paragraph 14 below.

13. At the date of this letter, to my actual knowledge, without having made any search or investigation of the records of any court,
governmental agency or other body, no litigation, arbitration or other legal proceedings have been commenced before and no judgment
or award hasbeen given or made by any court, tribunal or government agency involving the Company whichwould (if adversely
determined) be likely to have a materially adverse effect on the Company'sability to observe and perform its obligations under the
Transaction Documentsor which in any way disputes or calls into question the power or authority of the Company to enter into and
perform any such obligations.

14. My opinions in paragraphs 5, 8, 10 and 12 with regard to the enforceability of the Transaction Documents are subject to the
qualifications that such enforceability may be limited by (i) any applicable bankruptcy, insolvency, reorganization, fraudulent
conveyance, moratorium or similar lawsrelating to or affecting the rights or remedies of creditors generally which may be in effect
from timeto time, (ii) genera principles of equity (regardless of whether considered in a proceeding in equity or at law) (iii) duties and
standards imposed on creditors and parties to contracts, from time to time, including, without limitation, requirements of good faith,
reasonableness, fair dealing and diligence, and (iv) and by equitable principles of general application (regardless of whether such
equitable principles are considered in an action at law or in equity), including concepts of materiality, and by possible limitations on
certain remedial provisions contained therein. The aforesaid opinions as to enforceability of the Transaction Documentsare also
subject to the qualification that certain provisions contained in the Transaction Documents may not be enforceable, but (subject to the
limitations set forth in the

Milton Park Limited
November 2, 1998
Page 4

foregoing clauses (i) and (ii)) such unenforceability will not render the Transaction Documentsinvalid as a whole or substantially
interfere with realization of the principal benefits provided thereby. Further, | express no opinion as to thevalidity or enforceability of
any provision in the Transaction Documents (i) relating to therights of the Landlord to collect any payment whichisin the nature of or
could be construed to be a penalty, (ii) that may be deemed or construed to waive any constitutional or statutory right of the Company
that may not lawfully be waived, (iii) relating to submission by the Borrower to the jurisdiction of English courts to the extent that a
court has discretion to assumeor decline suchjurisdiction, (iv) relatingto the severability of any provision of the Transaction
Documents, (v) purporting to relieve parties of the consequences of their own negligence or misconduct, or (vi) granting indemnity to
the extent that public policy considerations or court decisions may limit the rights of Landlord to obtain indemnification.

Thisopinion is given solely in relation to the matters referred to herein and for your benefit and for the benefit or your successors in
title and assigns to the Premisesreferred to in the Transaction Documents. It may not be quoted, passed to or relied upon by any other
person or for any other purpose.

Very truly yours,

/ s/ Sarah P. Cecil

Sarah P. Cecil
Cor porate Attorney
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Vertex Pharmaceutical s (Europe) Mlton Park Limted

Ltd Corinthian Court, 80 MIton
Par k
5 Cheapsi de Court Abi ngdon, Oxfordshire OX14 4RY

Buckhur st Road
Ascot Berks SL5 7RF

Tel ephone (01235) 865555
Fax (01235) 865560

www. i | t onpar k. co. uk
Dear Sirs

4t h Novenber
1998

UNIT 88 MILTON PARK ABINGDON OXFORDSHIRE (" THE PROPERTY")
We are writing to approve in principle your proposed works at the Property as set out on the attached specification and drawings. Our

approva isin principle only at thisstage and final approval to your works will only be given by way of our formal Licence for
Alterations. The following terms must be complied with.

1. Prior to any work commencing at the Property, detailed plansand specification of your final proposal for your works are supplied to
us and we have given our approval, whichis not to be unreasonably withheld or delayed, to such proposals.

2. Prior to any work commencing at the Property, aformal Licence for thecarrying out of theworks is entered into by you and by
Vertex Pharmaceuticals Incorporated in such formas we shall reasonably require.

3. You will not commence the carrying out of the works. until you have received all necessary planning and other necessary consents,
and that all worksshall comply with building regulations and all other appropriate regulations or codes of practice.

4. You will give prior notice to us of the date of commencement of your works.

5. If commenced theworks shall be carried out to a professional standard with good quality materials andto our reasonable
satisfaction.

6. Any variation to the proposed worksshall require our prior consent which shall not be unreasonably withheld or delayed.

7. Thework and all associated contractors vehicles, plant, materials and personnel shall not interfere with or cause nuisance to any
neighbouring property or occupier.

8. Notwithstanding the provisions and without prejudiceto the Agreement for Lease and Lease due to be entered into between us, that
any damage caused to property owned by Milton Park Limited (including hard and soft landscaping areas) in carrying out theworks
shall be made good as soon as is practicable after such damageis caused.

9. Where practicable, al contractors vehicles, plant and materials shall be located in the car park areato the north of the Property.

10. [??7?72?7?7?7] to be entered into between us.

11. That afull height (ground floor slab to underside of first floor concrete plank) high density block wall (or similar) shall be built
along theline of the cladding panels and glazing panels in the area marked "Anima CageRoom" on the plan attached, and adequately
tied intothe structure of the Property so as to provide additional security against a break in to this part of the Property.

Please acknowledge receipt of this letter by signing and returned the enclosed duplicate.

Y ours faithfully
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FOR AND ON BEHALF OF M LTON PARK
LTD

signed by Vertex Pharmaceuticals (Europe) Ltd in acceptance of theterms of thisletter.
[CHART]
[CHART]
GENERAL SPACE ALLOCATION (24,000 sf )

60-70% L aboratories
20-25% Offices
10-15% Other

LABORATORY REQUIREMENTS
CHEMISTRY LABORATORY (3000 sf)

100% outside fresh air systemwith no recirculation 72-80 Inft of bench space with reagent shelves above and base cabinets below
Bench tops to be made of epoxy resin or chemical resistant material 3-4 stainless steel sinksin each lab

Fume cupboards to be 2 m wideat face with face velocities of 75-100 Ifpm with sufficient make-up air systems to support this
operation. 24 fume cupboards total.

40 Inft of bench space alongwallsor other areas for HPLC's and similar equipment

Central (house) nitrogen line on each hood and bench Central (house) nitrogen line on each equipment bench Compressed air to each
module, with dropsat equipment benches Central vacuumto each bench/hood

Deionized water outlet at each sink

Electrical requirements: approx 240-260 amps per lab with 2 circuits/bench, 2 circuits/fume cupboard, 8 general circuitsper room
Eye-wash safety shower combination unit

CHEMICAL & SOLVENT STORAGE ROOM (500 sf)

100% exhaust

Non-flammable chemicalsto be stored viacompatibility classin cabinets and shelves

Localized extraction system for stored chemicals Flammable chemicalsto be stored in flammabl e storage cabinet that meet local fire
codes

THESE REQUIREMENT DESCRIPTIONS AND SPECIFICATIONS ARE PRELIMINARY AND NOT ALL INCLUSIVE OF THE
FINAL DESIGN SPECIFICATIONS TO BE INCLUDED IN VERTEX FIT-OUT OF 88 MILTON PARK. THIS DOCUMENT IS
INTENDED FOR CONCEPTUAL REVIEW AND APPROVAL FROM MILTON PARK LIMITED IN ORDER FOR VERTEX TO
OBTAIN APPROVAL TO PROCEED WITH, GENERAL FIT-OUT PLAN OF 88 MILTON PARK.

BIOLOGY LABORATORY (3000 sf)

Air supply 70% exhaust/30% recirculated
120 Inft bench space (epoxy) per lab with reagent shelves above and base cabinets below
1-2 chemical fume cupboards, galvanized ductwork. Fume hood 1-2m wideat face with face velocity of 80-90 If pm Central (house)
nitrogen line (high pressure) on each equipment bench Deionized water outlet in each sink Electrical requirements: 2 circuits/bench, 1
circuit/fume cupboard, 4-208/30/30a circuits, 6-8 general circuits throughout 3-4 stainless steel sinks
Eye wash safety shower combination unit

COMMON EQUIPMENT SPACE (2000 sf)
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Up to 70% recirculated air
80 Inft bench space with base cabinets and reagent shelves

Special electrical requirements based on equipment - 208 v 20 amp circuits - 208 v 30 amp circuits - 110 dedicated circuits (amperage
varying from 20-60)

Emergency power outlets on each bank of outlets, if available

Approximately 30-35% of spacefor common equipment. Number of outlets, emergency circuits, other needs to be determined.
Equipment includes freezers, refrigerators, centrifuges, shakers, spectrophotometers, scintillation counters, gamma counters,
lyophilizers.

COLD ROOM (150 sf)

Approximate size 12 x 12'

1 or 2 walk-in cold rooms, prefabricated unit with condensers independent of main building system. +4(degree)C cold room
House Nitrogen hook-up (100PSl) 10 Inft of bench space

02 level dlarm

THESE REQUIREMENT DESCRIPTIONS AND SPECIFICATIONS ARE PRELIMINARY AND NOT ALL INCLUSIVE OF THE
FINAL DESIGN SPECIFICATIONS TO BE INCLUDED IN VERTEX FIT-OUT OF 88 MILTON PARK. THIS DOCUMENT IS
INTENDED FOR CONCEPTUAL REVIEW AND APPROVAL FROM MILTON PARK LIMITED IN ORDER FOR VERTEX TO
OBTAIN APPROVAL TO PROCEED WITH GENERAL FIT-OUT PLAN OF 88 MILTON PARK.

ANIMAL PHARMACOLOGY LAB (3000 sf)
ANIMAL ROOM

100% exhaust with humidity controlled to 45to 58% Climate controlled room to be maintained between 68%--72 (degree) F, with
faillurealarm

Sheet vinyl flooring with coved edges, sealed on all ends for all associated rooms.

Diurna light cycle timer

Separate exhaust system, with emergency power, to provide 50 Ifpm for each animal housing unit, with loss of ventilation alarm 10-12
animal cage housing units with 100 cfm exhaust per unit (1800 cfmtotal)

Task lighting for benches to be used during dark cycles Two surgery roomsto be physicaly isolated from main room with bench top
and sink with foot-controlled system. Counter to be 10-15 Inft.

Cage wash area to have stainless counter and sink, with small cage washing machine.

Supply storage room (150 sf)

Deionized water to be made available for washer. Outlet at sink also. Smaller "dirty animal cage room for isolation work, size as noted
on plans.

All areas to be in compliance with Home Officerequirements

PHARMACOLOGY LAB
Similar in design and specification to Biology Lab
DARKROOM (200 sf)

Sheet vinyl flooring, sealed on ends
Spiral door 36" diameter, removable 110 dedicated circuit 20 amp
Developer hard piped to drain, with back flow preventer and chemical recovery (Hg) unit
Wall to have pass-through for film developer Safe-light for darkroom use
Stainless steel sink 3 foot, separate drain from developer Safebin storage for films
12 Inft bench acid resistant, w/base cabinets and reagent shelves Paint to be non-glare and dark to avoid light reflection. Low bench
(30"D x 4W x 29"H ) for Land Camera (Polaroid MP-4)

RADIOISOTOPE LAB (400 sf)
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Dedicated 100% exhaust fumecupboard (-1m) with charcoal filter unit

(75-90 Ifpm)
Dedicated electrical outlets (20 amp circuit) for fume cupboard Refrigerator and freezer (under counter) with emergency power
Emergency power for fume cupboard 20 Inft bench with stainless stedl top Three(3) foot stainless steel sink, w/deionized water 110 v
20 amp dedicated outlets

THESE REQUIREMENT DESCRIPTIONS AND SPECIFICATIONS ARE PRELIMINARY AND NOT ALL
INCLUSIVE OF THE FINAL DESIGN SPECIFICATIONS TO BE INCLUDED IN VERTEX FIT-OUT OF 88 MILTON PARK.
THIS DOCUMENT ISINTENDED FOR CONCEPTUAL REVIEW AND APPROVAL FROM MILTON PARK LIMITED IN
ORDER FOR VERTEX TO OBTAIN APPROVAL TO PROCEED WITH GENERAL FIT-OUT PLAN OF 88 MILTON PARK.

SPECIALIZED INSTRUMENT ROOMS
NMR Suite
NMR Room/Suite specifications to be determined pending choice of equipment and requirements for magnetic field.
PROTEIN NMR 400
Space requirements (25' x20")
2-110 V dedicated outlet
208V/30/20 amp circuit
Nitrogen (high pressure 50-90 psi) Vibration platform
12 foot ceiling clearance
COMPUTER MODELING
Standard office space, approx 500 sf, for graphics computers. Final specifications TBD pending choice of equipment
CRYSTALLOGRAPHY LAB
Space requirements (500 sf)
Generator 208 V, 30 amp single phase Rotating Anode 208 V, 50 amp three phase & 115 V, 15A, single phase Cold water (40 psi)
Auxiliary space for chiller and pumps.
Reinforced floor 100-150 Ibs/sf
Task lighting over each generator Helium line (1/2" line)
House nitrogen line
Liquid nitrogen insulated lines from central bulk tank
THESE REQUIREMENT DESCRIPTIONS AND SPECIFICATIONS ARE PRELIMINARY AND NOT ALL INCLUSIVE OF THE
FINAL DESIGN SPECIFICATIONS TO BE INCLUDED IN VERTEX FIT-OUT OF 88 MILTON PARK. THIS DOCUMENT IS

INTENDED FOR CONCEPTUAL REVIEW AND APPROVAL FROM MILTON PARK LIMITED IN ORDER FOR VERTEX TO
OBTAIN APPROVAL TO PROCEED WITH GENERAL FIT-OUT PLAN OF 88 MILTON PARK.

CENTRAL STORAGE AND SATELLITE STORAGE
CENTRAL STOCKROOM/STORAGE AREA
All general lab supplies and other small laboratory items
HAZARDOUS WASTE ROOM
Specifications and final contents to be determined
RADIOACTIVE WASTE STORAGE ROOM

Specifications to be determined per review of guidelines
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CENTRAL GASCYLINDERS STORAGE AREA

Gas cylinder racks
Centralized C02 gasmanifold

BULK NITROGEN STORAGE AREA
400-600 gallon liquid nitrogen storage tank located in enclosed area outside loading dock

THESE REQUIREMENT DESCRIPTIONS AND SPECIFICATIONS ARE PRELIMINARY AND NOT ALL
INCLUSIVE OF THE FINAL DESIGN SPECIFICATIONS TO BE INCLUDED IN VERTEX FIT-OUT OF 88 MILTON PARK.
THIS DOCUMENT ISINTENDED FOR CONCEPTUAL REVIEW AND APPROVAL FROM MILTON PARK LIMITED IN
ORDER FOR VERTEX TO OBTAIN APPROVAL TO PROCEED WITH GENERAL FIT-OUT PLAN OF 88 MILTON PARK.

CENTRAL FACILITIES
MECHANICAL ROOM /PLANT SPACE

House vacuum delivered to all laboratories 22 to 28 in/Hg capacity, TBD Deionized water system with regeneration tanks, etc.
Capacity TBD Outlets at all laboratory sinks, glasswash sinks, glass washers, equipment room sinks, isotope room, darkroom, and
specialty equipment rooms whereneeded. Central fire system
Electrical requirements (estimated) (19-28 watts/sf)
2-3 wattd/sf in labs
1-2 wattg/sf in offices 10-15 watts/sf for lab and lab support power. Could be higher based on specialized equipment rooms
requirements.

6-8 watts/sf for HVAC
Connected Load vs. Demand Load to be determined

Primary electrical supply upwards of 750-1000 kVA Chillers for building air conditioning (size TBD) Cooling towers as required
Distribution systemfor helium to crystallography and to analytical laboratories

Distribution systemfor C02 to tissue culture/immunology laboratories Connection to existing Bulk nitrogen tank for central nitrogen
distribution system to al laboratories.

Stand-by generator to be sized appropriately (possibly located near new substation)

UPS for NMR and computer equipment, sized for 100 ampsfor 5 minutes Air compressor size TBD

Hot water boilers

Hot water system, size TBD

Central building security system Central telecommunications distribution room

THESE REQUIREMENT DESCRIPTIONS AND SPECIFICATIONS ARE PRELIMINARY AND NOT ALL
INCLUSIVE OF THE FINAL DESIGN SPECIFICATIONS TO BE INCLUDED IN VERTEX FIT-OUT OF 88 MILTON PARK.
THIS DOCUMENT ISINTENDED FOR CONCEPTUAL REVIEW AND APPROVAL FROM MILTON PARK LIMITED IN
ORDER FOR VERTEX TO OBTAIN APPROVAL TO PROCEED WITH GENERAL FIT-OUT PLAN OF 88 MILTON PARK.

ADMINISTRATIVE OFFICES
Offices for administrative functionsin Research and Business Development
Administration support areato be open cubicle arrangement
File Storage Room
Copier Room
Telecommunications Room Mail Room
Conference Rooms as space allows, throughout laboratory and offices spaces

LABORATORY OFFICESAND WORK SPACES

R & DWORK SPACE
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Staff Scientist space as officeswhere it can be accommodated Multi-discipline partition areafor remaining staff General interaction
areas throughout as allowed

GENERAL SPACE
LECTUREHALL (FIRST FLOOR OF OFFICE SPACE)

Capable of accommodating 50-80 people
Projection room as required
Room darkening system to eliminate window light as determined

LUNCH ROOM

Space with small kitchen for 20-30 people
No food serviceoption, but small food prep areafor employees

RECEPTION

Main entrance for employees and frequent visitors on ground floor Reception located on first floor adjacent to corearea Main security
entrance

EMPLOYEE ENTRANCE

Back of building near rear core
Card access or other secured access system

THESE REQUIREMENT DESCRIPTIONS AND SPECIFICATIONS ARE PRELIMINARY AND NOT ALL
INCLUSIVE OF THE FINAL DESIGN SPECIFICATIONS TO BEINCLUDED INVERTEX FIT-OUT OF 8MILTON
PARK. THIS DOCUMENT ISINTENDED FOR CONCEPTUAL REVIEW AND APPROVAL FROM MILTON PARK
LIMITED INORDER FOR VERTEX TO OBTAIN APPROVAL TO PROCEED WITH

GENERAL FIT-OUT PLAN OF 88 MILTON PARK.

VALE OF WHITE HORSE
Planning & Engineering Department

BUILDING REGULATIONS
BUILDING ACT 1984 Building Regulation Number: 98/0010 |/OTHN1
NOTICE OF PASSING OF BUILDING PLANS

APPLICANT: MILTON PARK LTD
C/O GLANVILLE AND ASSOCIATES
CORINTHIAN COURT
80MILTON PARK
ABINGDON OX14 4RY

PROPOSAL: ERECTI ON OF THREE NEW UNI TS 86, 87 AND
88

LOCATI ON: SITE OF
88 M LTON PARK
M LTON
ABI NGDON
OXON
OX14 4RY
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Plans were deposited with thisLocal Authority on the 24.03.1998 as in accordance with the Building Regulation 1991 Regulation 11
(2) (b) under plan reference number.

Notice is hereby given pursuant to the Building | Act 1984 Section 16 that thesaid planswere passed on

Date: 11.09.1998 s/

Chi ef Pl anni ng & Engi neering
Oficer

If the proposed work is not commenced within 3 years of thedeposit of the plans, the council may givenotice that the said plans shall
no longer have effect, in accordance with the Building Act 1984 Section 32.

Noticeisrequired of commencement and other appropriate stages of work.

ThisNoticeis valid only for the purposes of the Building Regulations 1991 and does not constitute an approval for any other Statutory
requirement whatsoever.

Proposed work withinthe meaning of Town and Country Planning Acts for which express planning permission is necessary, may not
proceed until such permission is obtained

NOTICE OF COMMENCE AND COMPLETION OF CERTAIN STAGES OF WORK

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




14. (1) A person who proposes to carry out building work shall not commence

that work unless. (a) he has given the local authority notice

that he

intends to conmence work; and (b) at |east two days have el apsed since

the end of the day on which he gave the notice.

(2) A person carrying out building work shall not.

(a) cover up any excavation for a foundation, any danp-proof course or any

concrete or other material laid over a site; or

(b) cover up in any way drain or sewer to which these regul ations

apply,

unl ess he has given the local authority notice that he intends to
conmence that work, and at |east one day has el apsed since the end of

the day on which he gave the notice.

(3) A person who has | aid, haunched or covered any drain or sewer
respect of which part H of the schedule 1 (drainage and waste

di sposal)
i mposes a requirenment shall give notice to that effect to the
authority not nore than five days after the conpletion of the

(4) A person carrying out building work shall, not nmore than five
after that work has been conpleted, give the local authority,
to
that effect.

| ocal
wor k.

days
notice

(5) Where a building is being erected, and that building (or any part of
it) is to be occupied before conpletion, the person carrying out that

work shall give the local authority at least five days notice
the building or any part of it is occupied.

(6) Where a person fails to conmply with paragraphs (1) to (3), he
conply within a reasonable time with any notice given by |oca
authority requiring himto cut into, lay open or pull down so

bef ore

shal |

much of

the work as prevents them from ascertai ni ng whet her these regul ati ons

have been conplied with.

(7) If the local authority have given notice specifying the manner
whi ch
any work contravenes the requirenents in these Regul ations, a

in

person

who has carried out any further work to secure conpliance with these

regulations shall within a reasonable tinme after conpletion of

such

further work give notice to the local authority of its conpletion

(8) In this regulation "day" neans any period of 24 hours commrenci ng at
m dni ght and excl udes any Saturday, Sunday, Bank holiday or public

hol i day.

VALE OF WHITE HORSE
PLANNING & ENGINEERING DEPARTMENT
TOWN AND COUNTRY PLANNING ACT 1990

NOTICE OF PERMISSION
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To: Lansdown Estates G oup Ltd

c/o Ganville Projects
80 MIton Park
Abi ngdon Oxon OX14 4RY

Appl i cation No: M L/ 59/ 122
Pr oposal : Demolition of 88 MIton Park, and erection of
pr oposed
B1/ or B8 devel opnent.
Addr ess: 88 M Iton Park
M1 ton
Abi ngdon
Oxon
OX14 4RY

DATE OF DECI Sl ON: 14th April 1997

The Vale of White Horse District Council, in pursuance of powers under the Above Act, hereby PERMIT the above development to
be carried out in accordance with the application and accompanying plans submitted by you, subject to compliance with the conditions
specified hereunder.

1. THE DEVELOPMENT TOWHICH THIS PERMISSION RELATES SHALL BE BEGUN WITHIN A PERIOD OF FIVE
YEARS FROM THE DATE OF THIS PERMISSION.

2. THE DEVELOPMENT SHALL BE LANDSCAPED IN ACCORDANCE WITH A SCHEMEWHICH SHALL BE SUBMITTED
TO AND APPROVED IN WRITING BY THE DISTRICT PLANNING AUTHORITY BEFORE THE DEVELOPMENT
COMMENCES AND SHALL ENSURE:

a) THE RETENTION OF SELECTED EXISTING TREES AND SHRUBS ON THE SITE;

b) THE PROTECTION OF THE SELECTED EXISTING TREES AND SHRUBS ON THE SITE DURING THE DEVELOPMENT
OF THE SITE;

¢) THE CARRYING OUT OF ANY EARTH MOVING OPERATIONS CONCURRENTLY WITH THE CARRYING OUT OF
THE BUILDING AND OTHER WORKS;

d) COMPLETION OF THE SCHEME DURING THE PLANTING SEASON NEXT FOLLOWING THE COMPLETION OF THE
BUILDING(S), OR SUCH OTHER DATE ASMAY BE AGREED IN WRITING WITH THE DISTRICT PLANNING
AUTHORITY;

[GRAPHIC OMITTED]

E) THE MAINTENANCE OF THE LANDSCAPED AREAS FOR
A PERIOD OF FIVE YEARS OR UNTIL ESTABLISHED,
WHICHEVER MAY BE LONGER. ANY TREES OR SHRUBS
REMOVED, OR WHICH IN THE OPINION OF THE
DISTRICT PLANNING AUTHORITY, AREDYING,
BEING SEVERELY DAMAGED OR BECOMING
SERIOUSLY DISEASED WITHIN FIVE YEARS OF
PLANTING, SHALL BE REPLACED BY TREES OR
SHRUBS OF SIMILAR SIZE AND SPECIES TO THOSE
ORIGINALLY REQUIRED TO BE PLANTED.

3. PRIOR TO THE FIRST USE OF ANY BUILDING, THE CAR PARKING AREA SHOWN ON THE APPROVED PLAN
REFERENCE (406/002E) SHALL BE CONSTRUCTED, DRAINED, LAID AND MARKED OUT IN ACCORDANCE WITH THE
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SPECIFICATION OF OXFORDSHIRE COUNTY COUNCIL FOR SUCH WORKS. THEREAFTER THE AREA SHALL BE
KEPT PERMANENTLY FREE OF ANY OBSTRUCTION TO SUCH USE.

The reasons for the Council's decisionto grant permission for the development subject to compliance with the conditions hereinbefore
specified are:

1. TO COMPLY WITH THE REQUIREMENTS OF SECTION 91 OF THE TOWN & COUNTRY PLANNING ACT, 1990.

2. TO ENSURE THE IMPLEMENTS OF A SATISFACTORY SCHEME OF LANDSCAPING WHICH WILL IN DUE COURSE
IMPROVE THE ENVIRONMENTAL QUALITY OF THE DEVELOPMENT AND SOFTEN ITS IMPACT ON THE AREA.

3. IN THE INTEREST OF HIGHWAY SAFETY

Chi ef Pl anni ng and Engi neering officer

[GRAPHIC OMMITTED]

MILTON PARK SUMMARY OF INSURANCE
GUARDIAN POLICY 50U009645
PERIOD 1.10.98 TO 30.9.99
GENERAL NOTE

The policy operates following insured damageto "buildings' where responsibility for repair/reinstatement rests solely with Milton
Park Limited

INSURED
Milton Park Limited
PROPERTY INSURED

BUILDINGS, INCLUDING:
-Landlords Fixtures and Fittings

-Small outside buildings extensions annexes gangways loading bays service areayards car parks roads pavements walls gates fences
street furniture and landscaping

-Professional Fees
-Debrisremoval costs
-Services - mains, cabling drains etc, and accessories, extending to the perimeter of the premises or to the public mains
-Metered water
LOSSRENT -3 YEARS, INCLUDING:
-Rent Receivable
-Monies payable for accommodation and services
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-Automatic cover for rent increases during insurance year
INSURED DAMAGE
Fire
Lightning
Explosion
Aircraft
Riot & Civil Commotion
Malicious Damage
Earthquake or Subterranean Fire
Storm, Tempest or Flood, EXCLUDING

damage by frost
damage to fences, gates and moveable property in the open

Burst Pipes

Impact
Sprinkler Installation Leakage
Theft (other than normally insurable under tenantspolicies)
Subsidence, landslip or heave, EXCLUDING

normal settlement or bedding down of new structures settlement or movement of made-up ground coastal or river erosion damage
occurring, whilst the property isin course of erection or undergoing demolition,structural alteration or repair damage attributable
solely to change in water table level
Accidental Damage, EXCLUDING
breakage of plate glass in shop fronts faulty or defective design materials inherent vice or latent defect gradual deterioration or wear
and tear faulty or defective workmanship corrosion, rust wet rot, dry rot, vermin, diseases, marring or scratching joint leakage or
failure of welds cracking, fracturing collapse or overheating of boilers economisers and similar plant mechanical or electrical
breakdown or derangement pollution or contamination disappearance or unexplained |oss collapse or cracking

Terrorism
Limited cover (pound)100,000 available under Sun Alliance policy.

Full cover placed with Pool Reinsurance Co. Limited at an additional premium

POLICY EXCESS (Buildings cover only)
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1. Mal i ci ous Damage, Storm Tenpest, Flood, Burst Pipes,

Acci dental Damage (pound) 100
2. Vacant Properties - Damage as in 2 and Theft (pound) 250
3. | npact by vehicles owned by or under control

of insured (pound) 100
4. Al'l other Danage NI L

MAIN POLICY CLAUSES

Aver age - requirenment to insure for full value

Rei nst at enent - basis of cover is cost of reinstating
danage

Day One Basis - rei nstatenment cost of buildings assessed at

each annual renewal of policy ("Declared
Val ue")--policy suminsured extends to 150%
of Declared Value to cover inflation

Non- | nval i dati on - policy cover not prejudiced by increase in
risk occurring without authority or
know edge of Insured (i.e. tenants actions)

O her Interests - automatically noted (where required)
Public Authorities - addi tional cost of reinstatenent included
to

conply with building regul ations

Wor knmen - policy not prejudiced by routine works
being carried out to buildings

Unoccupancy - Insurer requires notice of a building being
unoccupi ed for nore than three nonths
(satisfied by quarterly declaration to
i nsurer)

Subr ogati on Wi ver - Insurer agrees to waive these rights
agai nst legitimte occupier

Exti ngui shnment Expenses - costs legitimately incurred in fire
fighting (e.g. recharging fire
exti ngui shers)

Theft of Keys - expenses incurred to replace |ocks etc.

Prevention O Access

(Rent Cover) - Interruption of use follow ng Damage at
near by property

Ceneral Excl usions - Nucl ear risk, Sonic Bank, War
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MILTON PARK,LIMITED

INSURANCE 1.10.98 TO 30.9.99

TENANT Vertex Pharmaceuticals (Europe) Linited
PROPERTY M LTON PARK - UNIT 88
I NSURER Quardi an | nsurance Ltd.
POLI CY NO 917F632007
SCOPE OF COVER Commercial "All R sks"
(Physical Loss or Danmage)
POLI CY EXCESSES Fire, Aircraft, Explosion, Earthquake,
Riot & Gvil Conmmotion, |npact and Terrorism Ni | Excess
Subsi dence, Landslip or Heave (pound) 1, 000 Excess
Al O her Losses (e.g. Mlicious Damage,
Storm Flood and Burst Pipes) (pound) 100 Excess
RENEWAL DATE 30th Septenber 1999
I NSURED VALUE Bui | di ng - (pound) TBA
Loss Rent - (pound)300, 000 p.a. (Period Covered - 3 years)

The building value represents the cost of rebuilding as at 1st October 1997 and isinclusive of professional fees and site clearance
costs. The policy cover is placed with the benefit of the Day One Basis inflation protection scheme providing for increased building
coststhat may be encountered during a period of reinstatement.

PREM UM RATE I ncl usi ve of (pound) TBA Terrorism deposit

Insurance Premium Tax at the current rateisincluded
PREMIUM (pound) TBA
NB: In the event of an incident occurring which may giverise to aclaim under these insurance arrangementsit is imperative that

immediate naotification be made by tel ephone to the Estate Office on 01235 865555. Full written details of the incident together with
repair estimates should follow assoon as practicable thereafter.
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Arlington Business Park Tel +44 (0) 1734
642000

Theal e Fax+44 (0) 1734
642287
Readi ng, RG7 4SD DX 4053 Reading 1

Uni ted Ki ngdom

The Directors

Lansdown Estates Group Limted
Corint hian Court

80 MIton Park

Abi ngdon

OXON

OX 14 4RY

15 Novenber 1996

ACCOUNTANTSREPORT TO LANSDOWN ESTATESGROUP LIMITED (THE COMPANY) ON THE

STATEMENT OF SERVICE CHARGES FOR MILTON PARK, ABINGDON

In accordance with the terms of engagement with the company in respect of the above named property, we have examined the attached
Statement of Service Charges prepared by the company for theyear ended 30 September 1996. In our opinion, the Statement isin
agreement with the books and records in respect of the above named property maintained by the company.

Y ours faithfully

KPMG
CHARTERED ACCOUNTANTS

LANSDOWN ESTATESGROUPLTD

EXPENDITURE RELATING TO TENANTS SERVICES
FOR THE YEAR ENDED 30 SEPTEMBER 1996
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Fi nanced from Moni es
collected in the year

Fi nanced fromthe
the Sinking Fund

Total Expenditures

(pound) ( pound) ( pound)

Est ate Road 197, 382 22,573 219, 955

Dr ai nage 139, 776 39, 465 179, 241

El ectrical 83, 840 7,160 91, 000
Landscapi ng 105, 815 24, 489 130, 304
Tel ecom - Ducting 2,965 2,965
Security 50, 770 47,737 98, 507
Estate Staff 94, 727 94,727
Estate Premi ses - Rent and Rates 10, 949 10, 949
Estate Prenmises - Ofice Costs 18, 589 18, 589
Estate Vehicles and Equi pment - Running Costs 1,143 1,143
Estate Vehicles and Equi pment - Depreciation 11, 033 11, 033
I nsurance 16, 896 16, 896
733, 885 141, 424 875, 309
Managenent Fee 73, 388 73, 388
807,273 141,224 048, 697

Accounting Policy

The above record of expenditureis derived fromthe accounting records of the company and the expenditure is allocated in accordance
with theaccruals concept as required by standard accounting practice.

LANDSDOWN ESTATES GROUPLIMITED

EXPENDITURE RELATING TO TENANTS SERVICES
FOR THE YEAR ENDED 30 SEPTEMBER 1995
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(pound)
(1)

Estate Road

190, 438
(2) Dr ai nage
166, 466
(3) El ectri cal
82, 969
(4) Landscapi ng
136, 912
(5) Tel ecom Duct i ng
2,965
(6) Security
85, 396
(7) Estate Staff
99, 449
(8) Estate Premi ses - Rent and Rates
11, 691
(9) Estate Premises - Ofice Costs
33,516
(10) Estate Vehicles and Equi pnrent - Runni ng Cost
1, 826
(11D Estate Vehicles and Equi pnent - Depreciation
12,123
(12) | NSURANCE
25, 328
849, 079

MANAGEMENT FEE
84, 907

TOTAL
933, 986

ACCOUNTING POLICY

The above record of expenditureis derived fromthe accounting records of the company and the expenditure is allocated in accordance
with theaccruals concept as required by standard accounting practice.
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Arlington Business Park
2000

Theal e

2222

Readi ng, RG/ 4SO
United Ki ngdom

The Directors

Lansdown Estates Group Limted
Corinthian Court

80 MIton Park

Abi ngdon

Oxon OX14 4RY

21 Novenber 1997

Tel +44 (0) 118 964
Fax+44 (0) 118 964

DX 4053 Reading 1

ACCOUNTANTSREPORT TO LANSDOWN ESTATESGROUP LIMITED (THE COMPANY) ON THE
STATEMENT OF SERVICE CHARGES FOR MILTON PARK, ABINGDON

Y ours faithfully

KPMG

In accordance with our terms of engagement with the company in respect of the above named property, we have examined the attached
Statement of Service Charges prepared by the company for theyear ended 30 September 1997. In our opinion, the Statement isin
agreement with the books and records in respect of the above named property maintained by the company.

LANSDOWN ESTATESGROUPLTD

EXPENDITURE RELATING TO TENANTS SERVICES
FOR THE YEAR ENDED 30 SEPTEMBER 1997

EGAF

— Faalfdalia

2002.

EDGAR Onl i ne,

I nc.




Fi nanced fromthe Monies Fi nanced fromthe Total Expenditure

collected in the year Si nki ng Fund

pound) (pound) (pound)

Estate Road 187. 774 44,828 232. 602

Dr ai nage 148. 225 9.125 157. 350

El ectri cal 83. 272 83, 272

Landscapi ng 114. 891 28.984 143. 875

Tel ecom - Ducting 2.964 2,964

Security 55. 809 18. 327 74.136

Estate Staff 83. 652 83. 652

Estate Prem ses - Rent and Rates 9. 960 9. 960

Estate Premises - Ofice Costs 17. 137 17. 137

Estate Vehicles and

Equi prent - Runni ng Costs 1. 809 1.809
Est ate Vehi cl es and Equi prent

- Depreciation 5. 586 5. 586

I nsurance 7.738 7.738

718.817 101.264 820, 081

Managenent Fee 71.881 71.881

790.698 1 101264 891. 962

ACCOUNTING POLICY

The above record of expenditureis derived fromthe accounting records of the company and the expenditures allocated in accordance
with theaccruals concept as required by standard accounting practice.

Exhibit 3
DATED 1998
MILTON PARK LIMITED (1)
and
VERTEX PHARMACEUTICALS (EUROPE) LIMITED (2)
and
VERTEX PHARMACEUTICALS INCORPORATED (3)

LEASE

of
88 Milton Park Abingdon

Oxfordshire
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THIS LEASE is made on the Lease Date BETWEEN (1) the Landlord (2) the Tenant and
(3) the Guarantor

PARTICULARSDEFINITIONS AND INTERPRETATION
PARTICULARS
A."Lease Date" is1998

B. "Landlord" isMILTON PARK LIMITED whose registered office is at Nations House 103 Wiginore Street London W1H 9AB
(Company Registration Number 1772924)

C. "Tenant"is VERTEX PHARMACEUTICALS (EUROPE) LIMITED whose registered officeis at 5 Cheapside Court Buckhurst
Road Ascot Berkshire SL5 1RF
(Company Registration Number 2907620)

D. "Guarantor" isVERTEX PHARMACEUTICALSINCORPORATED of 130 Waverly Street Cambridge Massachussets, USA

E. "Premises" are more particularly described in Part 1 of the schedule to this Lease and shortly known as 88 Milton Park Abingdon
Oxfordshire

F. "Centre" means that part of the Estate to be known as the Forum comprising buildings 86/88 Milton Park shown edged green on
Plan 1

G. "Edtate" is the Landlord's estate of whichthe Premisesform part known as Milton Park Abingdon Oxfordshire shown verged red on
Plan 2 together with such additional land or excluding such land of lesser area (but including the Premises and theland over which it
enjoysrights granted by this Lease) as the Landlord may fromtime to time specify and together with all buildings fixturesor structures
whatsoever fromtime to time thereon

H "Rent Commencement Date" is 1998
I."Term Date" isthe usual quarter day next before the Lease Date
J. "Term" is 15 yearscaculated from the Term Date

K. "Principal Rent" for the period commencing on the Rent Commencement Date and ending immediately before thefirst Review Date
is Three hundred thousand pounds ((pound)300,000.00) per annum andfor the period commencing on the first Review Date and
thereafter until the next following Review Dateisthe Review Rent per annum fixed in accordance with clause 6

L. "Permitted Use" isusewithin Class B1 or Class B8 of the Schedule to the Town and Country Planning (Use, Classes) Order 1987

M. "Estate Service Rent" isthefair and proper proportion applicable to the Premises from time to time of the Estate Service
Expenditure for any relevant Service Period

1
N. "'Centre Service Rent" isthe fair and proper proportion applicable to the Premises from time to time of the Centre Services
Expenditure for any relevant Service Period

0. "Provisional Sum" in relation to each Service Period means an amount calculated by the Landlord's managing agentsacting as
experts and not arbitrators as their reasonable and proper estimate of thelikely Estate Service Rent and Centre Service Rent for the
relevant Service Period

P. "Regulations' are theregulations made by the Landlord inits reasonable and proper discretion applicableto the Estate a copy of
whichin their form current at the date of this Lease has been given to the Tenant

Q. "Reversionary Obligations' are the covenants declarations and other matters affecting the Premises contained or referred to in the
Landlord's freehold reversionary title number BK 102078 as at 20th August 1998

R. "Agreement for Lease" means the Agreement dated 1998 between the Landlord (1) the Tenant (2) and the Guarantor (3) pursuant to
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whichthis Lease is granted
S"Defects Period" means the period of the term terminating on
DEFINITIONSAND INTERPRETATION
1. The following expressions and those contained in the particulars have the meanings specified
(& "Adjoining Premises' means any land or buildings adjoining or near to the Premises and comprised in the Estate
(b) "Conduits" means pipes sewers drains mains ductsand all other conducting media and ancillary equipment

(c) "Centre Services' means the provision and carrying out by or on behalf of the Landlord of the services set out in Section A of Part
IV of the Schedule hereto

(d) "Centre Services Expenditure” means all expenditure reasonably incurred by the Landlord or whichthe Landlord anticipatesis
likely reasonably to be incurred in providing al or any of the Centre Services and the matters specified in Section B of Part 1V of the
Schedule including the reasonable and proper cost of employing managing agents (whether or not the Landlord's or employers) and
caretakers in relation to the Centre but excluding any expenditure on any part of the Centre for which any other tenant shall be
responsible and exclusing also any costs of recovering outstanding sumsfrom any tenant

(e) "Enactment" means any Act of Parliament and all subordinate legislation made under such Acts

(f) "Estate Services' means the provision and carrying out by or on behalf of the Landlord of the Services set out in Section A of Part
V of the Schedule hereto

2
(g) "Estate Service Expenditure” means all expepditure reasonably incurred by the Landlord or whichthe Landlord anticipatesislikely
reasonably to beincurred in providing all or any of the Estate Services and the matters specified in Section B of Part V' of the Schedule
including the reasonable and proper cost of employing managing agents (whether or not the Landlord's own employees) and caretakers
inrelation to the Estate but excluding any expenditure on any part of the Estate for which any other tenant shall be responsible and
excluding also any costs of recovering outstanding sums from any tenant

(h) "Ineligible Use for Value Added Tax Purposes' means a use by the Tenant of the Premises which has the effect that a supply of the
Premises by the Landlord to the Tenant is not a taxable supply notwithstanding that the Landlord may have made an election to waive
the exemption from Value Added Tax pursuant to Schedule 10 to the Value Added Tax Act 1994

(i) "Vaue Added Tax" means Value Added Tax or any similar tax chargeable instead of or in addition thereto as provided by statute
(j) "Insurers' means theinsurance office or underwriters with whom the Premises are insured

(k) "Insured Risks" means:

(i) loss damage or destruction whether total or partial caused by fire lightning explosion aircraft and articles dropped therefrom storm
flood burst pipes impact riot civil commotion malicious damage and other perilsagainst which the Landlord from timeto time
reasonably thinksfit to insure except for such exclusions and limitations as may be imposed by the Insurers

(ii) property ownersliability; and

(iii) loss of three years Principal Rent Estate Service Rent and Service Centre Rent

() "Insurance Rent" meansin respect of any period for which the same is required to be calculated an amount equal to the aggregate of
the total premium for insuring the Premises and afair and proper proportion of the cost of insuring the common parts of the Centre
against the Insured Risksand the reasonable and proper cost of an annual insurance valuation of the Premises where carried out

(m) "Interest" meansinterest during the period from thedate on which therelevant payment is due to the date of payment (both before

and after any judgement) calculated on a daily basisat therate of four per centurn (4%) per annurn above the base rate for the time
being of Barclays Bank plc or of some other UK clearing bank nominated in writing fromtime to time by the Landlord
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(n) "Plan 1" and "Plan 2" means the plans so numbered and annexed to thisL ease

3
(o) "Public Authority" meansthe Secretary of State and any government department public local or any other competent authority
oT-ingtitution and any court of law or any of them or any of their duly authorised officers

(p) "Review Date" meansthe day of and every fifth anniversary of that date during the Term
(q) "Current Rent" meansthe Principal Rent payable under this L ease immediately before the Review Date

(r) "Market Rent" means the yearly rent which might reasonably be expected to be payable on aletting of the Premises on the
assumption that the sameisfit for its intended useand is as described in Part VI of the Schedule hereto at the Review Datein the open
market between willing parties with vacant possession without fine or premium for the Term calculated from the Review Date but
otherwise on the terms of this Lease (other than the actual amount of Principal Rent but including the same rent review provisions) on
the assumptionsthat al covenants on thepart of the Tenant in it have been complied with that the Tenant and any hypothetical |essee
and their successorsintitle isand will remain registered for Value Added Tax purposes and able fully to recover al or any Value
Added Tax which may become payable on supplies made by the Landlord under this Leaseand that any rent free or rent concessionary
period in each case given or allowed for a tenant'sfitting out period has expired and disregarding any effect on rent of thefact that the
Tenant or any undertenant has been in occupation of the Premises or any part of them any goodwill attached to the Premises by reason
of thebusiness then carried on at them by the Tenant or any undertenant and any effect on rent attributable to the existence of any
alteration or improvement to the Premises carried out during or prior to the commencement of the Term by the Tenant or any
undertenant or their respective predecessors in title (otherwise than pursuant to anobligation to the Landlord or its predecessors intitle
excepting any such as may be required in order to comply with any Enactment)

(s) "Review Rent" means the higher of the Current Rent and 74 per cent of the Market Rent

(t) "Surveyor" means an independent chartered surveyor having not less than ten years practice in the United Kingdom next before the
date of his appointment and recent substantial experience inthesale letting and valuation of premises of similar character and quality
to those of the Premises and whois a partner or director of aleading firm or company of chartered surveyors having specialist market
and valuation knowledge of such premises

(2) Singular words include theplural and vice versa and the masculine gender includes the neuter gender and vice versa and each
includes the feminine gender

(3) The expressions "Landlord" "Tenant" and "the Guarantor" wherever the context so admits include their respective successorsin
title and wheretwo or more persons comprise the"Tenant” or "the Guarantor” such persons covenant with the Landlord jointly and
severally

4
(4) The Landlord and/or the Tenant by covenanting not to do or omit any act or thing also covenants not to permit or suffer it to be
done or omitted

(5) References in this Lease to:

(a) any consent licence or approval of the Landlord or wordsto similar effect mean a consent licence or other approval inwriting
signed by or on behalf of the Landlord

(b) the Premises (except in clause 3(10)) shall be construed as extending to any part of the Premises

(c) aspecific Enactment includes every statutory modification consolidation and re-enactment and statutory extension of it for the time
being in force (except any reference to the Town and Country Planning (Use Classes)Order 1987)

(d) any rent (whether or not defined in the Particulars or in clause 1(1)) and other amounts which may be or become payableto the
Landlord under this Lease areexclusive of al Vaue Added Tax which may be or become chargeable on the relevant supply by the
Landlord

(6) This Leaseshall be governed by and construed in all respects in accordance with the law of England and the Tenant and the
Guarantor submit to the non-exclusive jurisdiction of the English Courts and agree that any process may be served on them by leaving
acopy of therelevant documentsat theregistered office of the Tenant

peres e SO irsssn 2002, EDGAR Online. I nc.




DEMISE AND RENTS

2. The Landlord with full title guarantee DEMISES the Premisesto the Tenant for the Term TOGETHER WITH therights set out in
Part I11 of the Schedule and EXCEPT and RESERVED as provided in Part |1 of the Schedule YIELDING and PAYING:

(1) FIRST yearly and proportionately for any part of ayear the Principal Rent payable by equal quarterly paymentsin advance on the
usual quarter days in each year without deduction thefirst payment or a proportionate part for the period commencing on the Rent
Commencement Date (cal culated on an annual basis) to be made on thethat date

(2) SECONDLY with effect fromthe day of asadditional yearly rent the Estate Service Rent (including the Provisional Sumon
account)payable in accordance withclause 7

(3) THIRDLY witheffect fromthe day of as additional yearly rent the Centre Service Rent (including the Provisional Sumon
account)payable in accordance withclause 7

(4) FOURTHLY as additional rent Interest payable on demand on any sum of whatsoever nature due from the Tenant to the Landlord
(whether asrent or

5
otherwise) which shall not be received by the Landlord withinfourteen daysafter the sum is due

(5) FIFTHLY with effect fromthe day of asadditional yearly rent the Insurance Rent payable without deduction within 21 days of
demand

(6) SIXTHLY any Vaue Added Tax fromtimeto time payable by the Tenant under this Lease
TENANT'SCOVENANTS
3. The Tenant covenants withthe Landlord throughout the Term:
PAYMENT OF RENTS
(1) (a) To pay therents reserved by thisLease on thedays and in themanner set out in clause 2
(b) To pay in addition to therents and other amounts which may be or become payable by the Tenant to the Landlord under this Lease
all Value Added Tax which may be or become chargeable on the relevant supply by the Landlord to the Tenant (subject to receipt of
an appropriate Value Added Tax invoice)
PAYMENT OF OUTGOINGS
(2) To pay al existing and future rates taxes duties chargesand other outgoings whatsoever whether recurring non-recurring usual or
novel whichare now or at any time during the Term shall be payable by the owner landlord tenant or occupier in respect of the
Premises excluding all sums payable by the Landlord in respect of the grant of thisLease or of any dealing with the reversionto this
Lease or of the Landlord's receipt of income

PAYMENT OF COST OF NOTICESCONSENTSETC

(3) To pay al costs charges and expenses (including counsel's solicitors and surveyors fees)incurred by the Landlord in and incidental
to:

(a) the preparation and service of anotice under Section 146 Law of Property Act 1925 or in or in reasonable contemplation of any
proceedings under Section 146 or 147 of that Act notwithstanding that forfeiture is avoided otherwise than by relief granted by the
court and

(b) every step taken during or within 6 monthsafter the expiration of the Term and in reasonable contemplation of or in connection
with or with theactual service of all notices and schedules of dilapidations relating to the Tenant's obligations and

(c) to the extent that such costs charges and expenses are reasonable and proper every application for consent or licence or approval
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under this Lease (save where any consent licence or approval is unreasonably withheld or delayed)

6
REPAIR DECORATION AND GENERAL CONDITION

(4) To repair and renew (where necessary in the context of repair) and keep the Premisesin good and substantial repair and condition
and clean and tidy and in good decorative order in conformity with the principles of good estate management (damage by any Insured
Risk excepted save to the extent that the payment of theinsurance money has been refused by reason of any act or default of the
Tenant or of any undertenant or of any licensee of the Tenant or any undertenant or of any person at the Premises withthe consent of
the Tenant or any undertenant) Provided that the obligations of the Tenant as to the repair of the Premises shall not extend to any
matter for whichthe Landlord is responsible under Clause 4(4)

STRUCTURAL AND OTHER ALTERATIONS AND SIGNS

(5) (8 Not to erect any new buildings or structures on the Premises

(b) Not to make any alteration or addition to the Premises or any part thereof except with the Landlord's prior written consent (which
will not be unreasonably withheld or delayed) and (if the consent is given) to carry the work out in a good and workmanlike manner to
the reasonable satisfaction of the Landlord and in accordance with the reasonable requirements of the Landlord Provided that the
Tenant may install alter or remove internal demountable partitioning and carry out any other internal non-structural workswithout
requiring the consent of the Landlord provided details of such internal non-structural worksare provided to the Landlord within 3
months of carrying out the same

(c) Not to attach or exhibit in or on the Premises (including the windows) any sign or other material whichisvisible from the outside
nor to erect its corporate sign on the-signboard provided by the Landlord without the Landlord's consent (such consent not to be
unreasonably withheld or delayed)

(d) At theexpiration of the Term (unlesseither the Landlord shall have notified the Tenant to the contrary not less than three months
before the expiration of the Term or the Landlord and the Tenant shall have otherwise agreed) to reinstate all alterations carried out by
the Tenant and any undertenant or other occupier during the Term and to make good the Premisesto thereasonable satisfaction of the
Landlord

COMPLIANCE WITH ENACTMENTS

(6) (8 To comply with al Enactments and with the requirements of every Public Authority in respect of the Premises and their use and
any permitted work being carried out to them and not to do or omit anything by which the Landlord may become liable to make any
payment to do anything under any Enactment or requirement of a Public Authority

(b) Forthwith on receipt of any communication or proposal from any Public Authority relatingto the Premises to send theLandlord a
copy of it

7
LANDLORD'SRIGHT TO ENTER FOR VARIOUS PURPOSES

(7) To permit the Landlord and all othersproperly authorised by it at reasonable times on reasonable prior notice (except in an
emergency) to enter and remain on the Premiseswith or without equipment for all reasonable and proper purposes authorised by and in
conformity with the provisions of the Lease and to allow the Landlord to affix (but not so as to interfere materially with the Tenant's
use and enjoyment of the Premises) relevant noticesto the Premises relating to theletting of the Premises at the expiry of the Term and
the sale of the Landlord's reversionary interest in the Premises

COMPLIANCE WITH NOTICESRELATING TO REPAIR AND CONDITION

(8) IF withintwo months after service of a notice from the Landlord to remedy any breach of covenant relating to the state of repair or
condition of the Premises (or earlier in the case of emergency) the Tenant shall not have commenced and be proceeding expeditiously
with theremedial work or if inthe Landlord's reasonable opinion the Tenant is unlikely to have completed or hasnot completed the
relevant work within a reasonable time after service of the notice to permit the Landlord to enter the Premises to remedy the breach
and to pay the Landlord the cost of doing so and all expensesincurred (including solicitors costs and surveyors fees) within seven days
of demand use
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(9) (& Subject to the provisions of sub-clause (b) hereof not to use the Premises or any tenant's chattels in them

(i) for any purpose (and not to do anything in or to the Premises) which may be or become or cause anuisance disturbance obstruction
or damageto any person or property

(i) for any dangerous noxious noisy illegal or offensive trade business or activity or for residential purposes
(iii) (without prejudice to the preceding paragraphs of this sub-clause) except for the Permitted Use

(b) Not to use more than 300 sqm of the Premisesfor the purposes of conducting scientific experiments on liveanimals ("the
Experiments") provided that such use shall be subject to the Tenant strictly complying with thefollowing conditions:

(i) it shall before commencing the Experiments obtain all necessary consents and shall in the course of the Experiments comply with
all relevant Enactments and regulations

(i) it shall not publicise or promote (whether orally or in writing) thefact that the Experimentsare conducted at the Premises

(iii) subject to the Landlord's prior written approval (such approval not to be unreasonably withheld or delayed) it shall make suitable
provision in relation to the protection of the animals personnel and the Premises

8
(iv) it shall limit the Experiments conducted in the Premises to those related to medical research

(v) it shall only use mice and rats in the Experiments
(vi) it shall cease forthwith upon written notice from the Landlord to conduct the Experiments if in the Landlord's reasonable opinion:

(2) the Experimentsare having the effect of materially diminishing the rental or capital value of the Premises or any other premises on
the Estate

(2) the Experimentsare materially impeding theletting of any nearby building on the Estate

(3) the Experimentsare causing the Landlord to take significant management action as a result of or in reasonable anticipation of the
actions of third parties due to the carrying on of the Experiments at the Premises

(4) the carrying out of the Experiments at the Premises are materially and adversely damaging the reputation of the Landlord or its
employees or the Estate

ALIENATION
(20) Not to:

(8) assign mortgage or charge or in any other manner part with possession of any part of the Premises (as distinct from thewhole) save
as specifically permitted herein;

(b) assign underlet or otherwise part withor share possession of thewhole of the Premises or underlet any part except in accordance
with clauses 3(10)(c) and 3(10)(d)

(c) assign thewhole of the Premises except:

(i) to a person which before the assignment shall have (if reasonably required by the Landlord) procured a covenant with the Landlord
by areasonably acceptable guarantor or guarantors to guarantee the observance and performance of the Tenant's covenantsin this
Lease intheterms set out in Part V11 of the Schedule

(ii) to an assignee whichis able to recover 80 per cent or more of its input Value Added Tax

(iii) without obtaining the Landlord's consent which shall not be unreasonably withheld or delayed subject:

9

peres e SO irsssn 2002, EDGAR Online. I nc.




(A) to theprior satisfaction of the condition in sub-clause 3(1 0)(c)(i) and

(B) the Tenant having first entered into an authorised guarantee agreement with the Landlord complyingwith the provisions of section
16 of the Landlord and Tenant (Covenants) Act 1995 and containing those provisions mentioned in section 16.5(a) to
(¢) (inclusive) of THAT ACT;

(d) underlet the whole of the premises or part thereof:

(i) without obtaining the Landlord's approval of the formand content of the underlease (whichshall not be unreasonably withheld or
delayed) and a covenant by the undertenant with the Landlord to observe and perform throughout the term of the underlease those of
the Tenant'scovenants (inthe case of an underletting -of part so far asthey apply to the part being underlet) under this Lease so far as
they relate to the premises being underlet (other thanto pay rent) whichwill be included in the underlease onthe part of the
undertenant; nor without prejudice to the generality of the foregoing;

(i) without reserving asayearly rent payable by equal quarterly instalmentsin advance on the usual quarter daysthe open market rack
rental value of the premisesbeing underlet except on abasisby whichthe principal rent reserved by the underlease shall be reviewed
not less frequently then once in every five years of the term sub-demised to the greater of:

(A) the rent payable under the underlease immediately before the relevant review; and

(B) the open market rack rental value of the premisesdemised. by the underlease on the date of review

(iv) in consideration of afine or premium;

(v) without taking from the undertenant covenants with the Tenant (which the Tenant shall enforce) not to assign the premises being
underlet without the Landlord's consent which shall not be unreasonably withheld or delayed and not to underlet the wholeor part of
them or otherwise deal with them by sharing or parting with possession or charging them savein a manner otherwise permitted by this
Lease;

(vi) except on abasisproviding for the exclusion of sections 24 to 28 inclusive Landlord and Tenant Act 1954 in relation to the
underlease in pursuance of an Order duly made under Section 38(4)(a) of that Act before thegrant of the underlease

10
(vii) except for aterm whichwill end no later (but may end earlier) than the day before the contractual expiry of the Term
(viii) on thebasis that there shall be no more than four occupants of the Premises (including the Tenant) at any onetime

nor without obtaining the Landlord's consent (which subject to the satisfaction of the above conditions) shall not be unreasonably
withheld or delayed;

(e) agree any variation of any under lease without thelandlord's consent (which shall not be unreasonably withheld or delayed);

(f) effect any transaction which this clause allows subject to the Landlord's consent more than three months after the date of the
consent unlessit otherwise provides;

(g) assign the whole of the Premises or underlet the whole or part of the Premisesto a person who in the reasonable opinion of the
Landlord will use the Premises for an Ineligible Use for Value Added Tax Purposes

(h) Within twenty-eight days after any assignment or other devolution of this Leaseto givenotice of it in duplicate to the Landlord
with a copy of the instrument (including any relevant probate letters of administration or assent)

(i) The Tenant and/or any undertenant may share occupation of the Premiseswith a company whichisamember of the samegroup as
the Tenant or the undertenant (within the meaning of Section 42 of the Landlord and Tenant Act 1954) for so long as both companies
remain members of that group and provided that:

(i) norelationship of landlord and tenant is created between the two companies and no security of tenureis conferred upon the

occupier; and
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(i) withinfourteen daysof the commencement of the sharing the Tenant givesto the Landlord notice of the company sharing
occupation and the address of its registered office

INSURANCE AND FIRE FIGHTING EQUIPMENT

(12) (8 Not to do or omit anything by which theinsurance policy relating to the Premises becomes void or voidable (insofar as the
Tenant has been made aware of the termsof the relevant insurance policy)

(b) To comply with all requirements and reasonable recommendations of the Insurers made known to the Tenant and to provide and
maintain unobstructed appropriate operational fire fighting equipment on the Premises and not to obstruct the means of escape in case
of emergency fromor to the Premises

NOT TO OBSTRUCT OR OVERLOAD
(12) Not to obstruct:
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(8) or damage or use any arealeading to the Premisesin away which causes nuisance or damage

(b) or discharge any deleterious matter into any Conduits serving the Premises and to keep them clear and functioning properly
(c) stop-up or darken thewindows and other openings of the Premises

(d) any notice erected by the Landlord under clause 3(7) nor to overload or cause undue strainto the Premises or to any structure
surrounding or located within (but excluded from) the Premises or to any Conduits

PRESERVATION OF EASEMENTS

(13) (a) Not to giveany acknowledgement that any rights of light and other easements belonging to the Premises are enjoyed by the
consent of any third party

(b) Not to do or omit anything which might subject the Premises to the creation of any new easement and to give noticeto the
Landlord forthwith of any encroachment known to the Tenant which might have that effect

DEFECTIVE PREMISES

(14) Immediately upon becoming aware of the same to give notice to the Landlord of any defect in the Premises which might give rise
to:

(a) an obligation on the Landlord to do or refrain from doing anything in relation to the Premises; or
(b) any duty of care or the need to discharge such duty imposed by the Defective Premises Act 1972 or otherwise and at all timesto
display and maintain all noticeswhich the Landlord may fromtime to time reasonably require to be displayed at the Premises in

relation to their state of repair and condition

YIELD UP
(15) At theexpiration or sooner determination of the Term:

(a) toremovedl tenant'sfixtures and chattelsand to yield up the Premisesinthe STATE of repair condition decorative order and
layout required by this Lease and

(b) In the event that at the date of such expiration or sooner determination the Tenant is or has been engaged in carrying out any
Experiments to comply with all Enactments and regulations regarding all decommissioning of |aboratories and

(c) Toleave all mechanical and electrical installationsforming part of or leftin the Premisesin working order and maintained in
accordance withmanufacturers recommendations

COVENANTS
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(16) To observe and perform the Reversionary Obligations and Regulations

12
VALUE ADDED TAX: TO INFORM AND INDEMNIFY

(17) (8) The Tenant shall notify the Landlord in writing within thirty

(30) days of ceasing to use the Premisesfor an Indligible Use for Value Added Tax purposes if the Premises were at the most recent
time of supply so used or of starting to use the Premises for an Indligible Use for Value Added Tax Purposes if the Premises were at
the most recent time of supply not so used

(b) Within thirty (30) days of receiving arequest in writing fromthe Landlord to provide the Landlord with evidence that H M
Customs and Excise has agreed that the Tenant is has been or will be using the Premises for an Ineligible Use for Value Added Tax
Purposes or such other information as the Landlord may reasonably require to enable the Landlord to assess whether the Tenant is has
been or will be using the Premises for an Ineligible Use for Value Added Tax Purposes

(c) Within seven (7) days of receiving any noticein writingfrom the Landlord which contains a statement of the Landlord's
understanding as to whether or not the Tenant will on the date stated in the notice be using the Premisesfor an Ineligible Use for Vaue
Added Tax Purposes to notify the Landlord whether or not that understanding is correct

(d) To maintain suitable records to ensure that the Tenant is able to comply with its obligations in this clause 3(17)

(e) Notwithstanding the provisions of clauses 3(9) and 3(10) of this Leasenot to use the Premises for an Indligible Use for Value
Added Tax Purposes

(f) To indemnify and keep the Landlord indemnified on an after-tax basisfrom and against all actions claims costs demands expenses
Vaue Added Tax liahilitiesand losses (whether arising before or after the beginning of the Term) arising from any breach of the
covenants on the Tenant's part contained in sub-clauses (a) (b) (c) (d) or (€) of this clause 3(17) and for this purpose the Landlord's
losses shall be deemed to include any Value Added Tax on supplies made to the Landlord which the Landlord would be unable to
recover (by way of credit or repayment) or which has been recovered but which the Landlord isliable to repay

LANDLORD'S COVENANTS
4. The Landlord covenants with the Tenant:

QUIET ENJOYMENT

(1) That if the Tenant observes and performsits covenants contained in thisL ease the Tenant may peaceably and quietly hold and
enjoy the Premises without any lawful interruption by the Landlord or any person rightfully claiming through under or in trust for it or
by title paramount
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MAINTENANCE AND REPAIR
(2) Save for any reason or circumstances beyond the Landlord's control (for which it shall not be liable but which control it shall use
all reasonable endeavours to restore) and save to the extent that the sameare maintainable at the public expenseto take all steps
necessary and consistent with the principlesof good estate management to maintain repair and keep in good and substantial repair and
condition such of the Conduits roadways and other facilities asare referred to in Parts 1V and V of the Schedule and save as aforesaid
to provide at al timesthe Centre Services and the Estate Services

INSURANCE

(3) (a) to keep the Premises insured against the Insured Risksand (in relation to the risks described in clause 1 (K)(i)) in thefull
rebuilding cost (but not necessarily the facsimile reinstatement cost) of the Premises and to use all reasonable endeavours to procure
that such insurance contains a waiver of subrogation rights against the Tenant and tenant's non-invalidation clause

(b) on request to supply the Tenant with suitable evidence of such insurance by way of a Schedule of insurance details including an
accurate summary of therisks against whichthe insuranceis effected and details of al excesses and exclusions

(c) if and whenever during the Term the Premises are damaged or destroyed by an Insured Risk (save to the extent that the payment of
the insurance moniesis refused by reason of any act or default of the Tenant or of any undertenant or of any licensee of the Tenant or
any undertenant or of any person at the Premiseswith the consent of the Tenant or any undertenant) the Landlord will with al
convenient speed take the necessary steps to obtain any requisite planning permissions and consentsand if they are obtained to lay out
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all monies received in respect of suchinsurance (except sumsin respect of public liability and loss of rents) in and towards replacing
(but not necessarily in facsimile reinstatement) the damaged or destroyed parts assoon as reasonably practicable and will make up any
deficiency out of its own money PROVIDED ALWAY S THAT theLandlord shall not be liableto do so if it is unable (having used al
reasonable endeavours) to obtain every planning permission and consent necessary to execute therelevant work in which event the
Landlord shall be entitled to retain al theinsurance monies received.

DEFECTS

(4) (& The Landlord shall subject to the provisions of sub-clause (b) hereof as soon asreasonably practicable make good or procure
the making good at its own expense of al defects (but not any defect whichis due to normal condensation natural shrinkage or drying
out) in the Premises which are directly attributable to defective design workmanship supervision or materials or defective supervision
of the construction of the Premises or defective preparation of thesite on which the Premises are constructed which appear and are
notified to it in writing by the Tenant at any time
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before the expiration of the Defects Period PROVIDED THAT the Tenant shall afford to the Landlord all reasonable access to the
Premises and areas affected by such defects subject to theLandlord causing as little inconvenience to the occupier of such areas as
may in al the circumstancesbe practicable and makinggood all damage to any property of the Tenant or the Premises caused during
such entry to thereasonable satisfaction of the Tenant and for the avoidance of doubt and without prejudice to the generality of the
foregoing the Landlord shall not be required to procure the making good of any defect whichis attributable to the carrying out of any
fitting out or other worksby the Tenant or to theeffect of any suchworks or to the useand occupation of the Premises by the Tenant
PROVIDED THAT if during the carrying out of any fitting out or other worksby the Tenant the Tenant shall discover a defect which
would have been required to be remedied by the Landlord under the provisions of this clauseif it had been discovered by some other
means or remained latent thefact that the sameshall have been discovered as aresult of the carrying out of any fittingout or other
works by the Tenant shall not exclude any liability whichthe Landlord would have had if the defect had been discovered by some
other means or presented itself under any other circumstances

(b) The Landlord shall make good any such defects as aforesaid notified to it in writing during the period from the date hereof until as
soon as practicable after (save for defects which require urgent attention which shall be remedied as soon as practicable after written
notification to the Landlord) and after all defects shall be remedied as soon as practicable after written notification to the Landlord
(provided such notification is made before the end of the DefectsPeriod) all such defectsbeing remedied to thereasonable satisfaction
of the Tenant

DEFECTSINSURANCE

(5) (& The Landlord shall as soon as reasonably practicable procure for the Tenant's benefit at the Landlord's own cost a Defects
Insurance Policy ("the Defects Insurance Policy") in theform of the attached draft (subject to such minor amendmentsas the insurers
may require provided that any amendments shall not affect the amount of theinsurance cover the risksinsured or the amount of the
excess) in the joint names of the Landlord and the Tenant issued by the Commercial Union Assurance Company plc or some other
reputabl e insurance company and shall then provide the Tenant with true copy of the proposed Defects Insurance Policy

(b) Notwithstanding that the Defects Insurance Policy shall be in the joint names of the Landlord and the Tenant the Tenant shall be
entitled to any proceeds of the Defects Insurance Policy in respect of its liability under its covenants contained in this Lease in priority
to the Landlord and the Landlord will direct theinsurers accordingly in the event of a claim and take such action as may be necessary
and/or appropriate to ensure that monies payable under the Defects Insurance Policy arepaid to and received
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by the Tenant as soon as practicable after the occurrence of any claim under the Defects Insurance Policy arising

AGREEMENTSAND DECLARATIONS
5.1T IS AGREED AND DECLARED THAT:

(2) Without prejudice to any other remedies and powers contained in this Lease or otherwise available to the Landlord if

(a) thewhole or part of therents shall be unpaid for twenty-one daysafter becoming payable (in the case of the Principal Rent whether
formally demanded or not); or

(b) any of the Tenant's covenantsin this Lease are not performed or observed; or

(c) the Tenant (or if more than one person any one of them being a company) is the subject of a petition for its winding up; or enters
into liquidation whether voluntary (except for reconstruction or amalgamation of a solvent company) or compulsorily; or has a
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provisional liquidator or areceiver (including an administrative receiver) appointed; or isthe subject of an administration order or a
petition for one or of avoluntary arrangement or a proposal for one under Part | Insolvency Act 1986; or is unable to pay its debts
within the meaning of section 123 Insolvency Act 1986 or is otherwise insolvent; or having been registered with unlimited liability it
acquires limited liability; or

(d) the Tenant (or if more than one person any one of them being an individua) isthe subject of a bankruptcy petition or bankruptcy
order or of any application or order or appointment under Section 253 or Section 273 or Section 286 Insolvency Act 1986; or
otherwise becomes bankrupt or insolvent; or

(e) the Tenant enters into or makesany proposal to enter into any arrangement or composition for the benefit of his creditors

then the Landlord may at any time thereafter (and notwithstanding thewaiver of any previous right of re-entry) re-enter the Premises
whereupon thisLease shall absolutely determine but without prejudice to any Landlord's rights of action in respect of any antecedent
breach of the Tenant'scovenants in thisLease

(2) In addition to any other mode of serviceany notice required or authorised to be given under this Lease shall be validly served if
served in accordance with Section 196 Law of Property Act 1925 as amended by the Recorded Delivery Service Act 1962 and any
such noticeshall be deemed (whether or not it is actually the case) to be a notice required to be served for the purposes of such Section

(3) If and whenever during the Term the Premises or the meansof access thereto and/or therefrom on the Centre or the Estateor any of
them are damaged or destroyed by any of the Insured Risks so that the Premises or any part of them are unfit for occupation or use
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or access thereto is prevented then (saveto the extent that payment of the insurance money isrefused by reason of any act or default of
the Tenant or of any undertenant or of any licensee of the Tenant or any undertenant or of any person at the Premises with the consent
of the Tenant or any undertenant) the Principal Rent the Estate Service Rent and the Centre Service Rent or afair proportion thereof
according to the nature and extent of the damage sustained shall cease to be payable until the Premises or the affected part shall have
been rebuilt or reinstated so that the Premises are made wholly fit for occupation or use (or as the case may be access to and from the
Premisesis restored) theamount of such proportion and the period during which the rents shall cease to be payable to be determined

by the Surveyor acting as an expert and not asan arbitrator and in conformity withsimilar arrangements as to his appointment as apply
to a Surveyor appointed under clause 6.

(4) In the event that the Premises or the means of access thereto and/or therefrom on the Centre or the Estate are so damaged or
destroyed by any of the Insured Risks so as to render the Premises or any part thereof unfit for occupation or use (and the policy of
insurance effected by the Landlord shall not have been vitiated or payment of the policy monies refusedin wholeor in part in
consequence of any act or default of the Tenant or of any under tenant or of any licensee of the Tenant or any undertenant or of any
person at the Premises with the consent of the Tenant or any undertenant) and the Landlord hasdespite using al reasonable
endeavours been unable to compl ete the reinstatement of the Premises or the means of access within 30 monthsfrom the date of the
damage or destruction then either party (but in the case of the Landlord only where it hasused such reasonable endeavours aforesaid
and the damage prevents the use of the whole (or substantially the whole€) of the Premises) may prior to the completion of such
reinstatement terminate this Lease by giving fourteen dayswritten notice to the other and upon the expiry of such notice thisLease
shall absolutely cease and determine but without prejudiceto therights of any party in respect of any prior breach of the covenants and
conditions contained herein

(5) Nothing in this Lease shall impose upon the Tenant any obligation to make good or remediate any form of contamination to the
Premises the Centre the Estate or any other land and premisesunless the contamination in question is caused directly by the Tenant its
undertenants or other occupiers of the Premises in their useof the Premises

RENT REVIEW
6.1 The Market Rent may be agreed in writing at any time between the Landlord and the Tenant

6.2 If the Landlord and the Tenant shall not have agreed the Market Rent by the date three months immediately before the relevant
Review Date either party may in its discretion require the Market Rent to be assessed by the Surveyor in thefollowing manner:

(a) the Surveyor shall be appointed to assessthe Market Rent by the Landlord andthe Tenant or (if they fail to agree the appointment)
by or on behalf of the President for the time being the Royal Ingtitution of Chartered Surveyors on the application of either the
Landlord or the Tenant
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(b) the surveyor shall act as an expert and not asan arbitrator (and shall give the Landlord and the Tenant the opportunity to make
written representations to himin such manner as he may direct but shall make the determination in accordance withhis own opinion)

6.3 If the Surveyor shall die delay or become incapable of actingor unwillingto act or if for any other reason the President or the
person acting on his behalf shall in his absolute discretion think fit the President may by writing discharge the Surveyor and appoint
another in his place

6.4 The cost of thereference to the Surveyor shall be apportioned between the Landlord and the Tenant as the Surveyor shall in his
discretion determine whose decision shall be final and binding on the Landlord and the Tenant

6.5 When the Market Rent as at the relevant Review Date has been ascertained in accordance with this Lease memoranda of the
Review Rent shall be signed by or on behalf of the Landlord and the Tenant (at their own cost) and annexed to thisL ease and its

counterpart

6.6 If the Market Rent has not been ascertained by the relevant Review Date the Tenant will continue to pay the Current Rent and
when the Market Rent is ascertained the Tenant will on the quarter day immediately following the date on which the Market Rent is
ascertained pay the Landlord any amount which the Review Rent for the period commencing on the relevant Review Date and ending
on such quarter day exceeds the Current Rate plus Interest (but calculated at therelevant base rate) on the excessfrom timeto time
from the Review Date calculated by referenceto the relevant quarter day on which the appropriate proportion of the excess became
payable

7. ESTATE SERVICE RENT AND CENTRE SERVICE RENT
7.1 For the purposes of this Lease:

(&) "Account Date" means30 September in every year of the Term or such other date as the Landlord may from time to time nominate
by notice in writing to the Tenant

(b) "Service Period" means the period:

(i) from the Account Date; and thereafter to (and including) thefirst

(ii) between two consecutive Account Dates (excluding the first and including the second); thereafter

(iii) commencing immediately after the last Account Date of the Term and ending on the expiration of the Term

7.2 The Landlord shall assoon asconvenient after each Account Date prepare an account showing the Estate Service Expenditure and
the Centre Service Expenditure for the year ended onthat Account Date and containing afair summary of the expenditurereferred to
and upon the account being certified by the Landlord's managing agentsit shall be
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conclusive evidence for the purposes of this Lease of all matters of fact referred to except in case of manifest error

7.3 The Tenant shall pay the Landlord on account of Estate Service Rent and Centre Service Rent the Provisional Sum in relation to
each Service Period the first payment (being a proportionate sum in respect of the period commencing on and ending immediately
before the quarter day next after the Lease Date ) to be made on the Lease Date and the subsequent paymentsto be made by equal
instalmentsin advance on the usual quarter days

7.4 1f the Estate Service Rent or the Centre Service Rent for any Service Period:

(a) exceeds the Provisional Sum for that Service Period the excess shall be due to the Landlord within 14 daysof demand; or

(b) isless thanthe Provisional Sumfor that Service Period the overpayment shall be credited to the Tenant against subsequent
payments on account of the Estate Service Expenditure or the Centre Service Expenditure (as the case may be) until the overpayment

is balanced or until theexpiry of the Term whena cash repayment will be made to the Tenant

7.5 Any omission by the Landlord to include in the Estate Service Expenditure or Centre Service Expenditure a sum expended or
liability incurred in the relevant Service Period shall not preclude it fromincluding such sum or theamount of such liability in any
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subsequent period

7.6 Any sum accounted for as part of the Estate Service Expenditure shall not be accounted for as part of the Centre Service
Expenditure and vice versa

7.7 The provisions of this clause 7 shall continue to apply notwithstanding the expiration or sooner determination of the Term but only
for the purposes of calculations and payment of the Estate Service Rent and the Centre Service Rent for the period down to such
expiration or sooner determination

8. RIGHT TO DETERMINE

The Tenant may subject to it having given not lessthan 12 months notice in writing (“the Break Notice") to the Landlord determine the
Term on the 10th anniversary of the Term Date ("the Break Date") PROVIDED ALWAY S the Tenant's right to determine shall be
further subject to thefollowing:

() the Tenant yielding up the Premises with full vacant possession on the Break Date
(b) the Tenant having materially complied withall its covenants and obligations under thisL ease at the Break Date
(c) The Tenant shall pay to the Landlord a sum equivalent to the Principal Rent the Estate Service Rent the Centre Service Rent and
the Insurance Rent calculated for a period of 12 months (such calculation to be based on the amount of such rents for the year ending
on the Break Date) and such sum (estimated in the case of the
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Estate Service Rent the Centre Service Rent and the Insurance Rent (where relevant) and balanced by the appropriate payment when
the precise sums due are known) is received by means of cleared funds intothe account of the Landlord no later than one day before
the Break Date
9. GUARANTOR'S COVENANTS

At the request of the Tenant and in consideration of the grant of this |ease made at its request the Guarantor enters with the covenants
set out in Part VI of the Schedule

THE SCHEDULE

PART |
("THE PREMISES)

The land and buildings and appurtenances thereto known as 88 Milton Park Abingdon Oxfordshire shown edged red on Plan |

PART II

EXCEPT AND RESERVED to theLandlord (and al other persons authorised by the Landlord or having like rights) the free and
uninterrupted rights:

(2) to the passage and running of water soil gas electricity telephone and other servicesor supply to and from any Adjoining Premises
through the Conduitsin or under the Premises

(2) for the Landlord to enter the Premises for the purposes mentioned in and subject to the provisions of thisLease
(3) of light air and protection now or after the date of this Lease enjoyed by any Adjoining Premises

(4) at any time hereafter to ater rebuild make connections to or demolish any building on any Adjoining Premisesin such manner as
the person exercising the right shall think fit notwithstanding the sasmemay obstruct affect or interfere with (but in each case not
meaterially) the amenity of or the passage of light and air to the Premises or have an insubstantia effect on the meansof accessto them

PROVIDED THAT if theLandlord exercises any of the above rights by carrying out work on the Premisesit shall forthwith make
good any damage caused to the reasonable satisfaction of the Tenant and shall use all reasonable endeavours to minimise any
disruption or inconvenience to the Tenant and other occupiersof the Premises
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PART |11
TOGETHER WITH the benefit of therights -

(2) to the passage and running of water soil gas electricity telephone and other servicesor supply to and from the Premises through the
Conduitsin or under the Adjoining Premises

20
(2) of support and protection asisnow enjoyed from the Adjoining, Premises

(3) now set out in the Property register of the Landlord"s titleat HM Land Registry asmay be relevant

(4) a convenient times and upon reasonable notice (except in emergency) to enter the Adjoining Premises of the Landlord (as at the
date hereof) if it shall be necessary to do so in order to view the state and condition of the Premises andto make good all damage
caused

(5) (in common with theLandlord and all other persons having alikeright) to pass and repassto and from the Premisesat all times
and for all purposes connected withthe Permitted Use (but not otherwise) over and along those partsof the Estate which are designed
and intended for those purposes including (without prejudice to the generality of theforegoing) the Estate roads

(6) to theexclusive use of the car parking areas shown edged and hatched yellow on Plan 1 for the purpose of parking private cars and
light commercial vehicles and not for any other purpose (save for gaining access to and from the Premises) and to use such other 39
additional car parking spaces for such purposes as aforesaid within the car parking area serving the Centre as the Landlord may from
time to time reasonably designate

(7) subject to the Landlord's prior written consent (such consent not to be unreasonably withheld) to install the corporate sign of the
Tenant on the signboard provided by the Landlord

PART IV
SECTION A
(CENTRE SERVICES)

(8) Repairing resurfacing cleaning lighting maintaining and (where necessary) renewing replacing and improving the estate roads
within the Centre and the forecourts car parking areas loading bayslandscaped areas boundary wallsfences hedges gates entrances and
signs now or at any time during the Term constructed on the Centre including any drains sewers pipes cables guttersinspection
chambers or any other services or fittingsrelating thereto over in or under the Centre whichin each case are not the responsibility of
any individual tenant or occupier to maintain

(b) Retaining and providing the servicesof all staff necessary for the efficient maintenance and management of the Centre together
with any working accommodation for such staff

(c) Maintaining security services in respect of the Centre which are sufficientin the Landlord's reasonable opinion

(d) Compliance by the Landlord with every notice regulation or order of any competent local or other authority in relation to the
Centre or its appurtenances

(e) Effecting and maintainingin force aninsurance policy or policies against any and every liability of the Landlord for injury to or
death of any person (including every agent servant
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and workman of the Landlord) and damage to or destruction of the property of any such person arising out of the maintenance of the
Centre

(f) Carrying out al other work or providing servicesof any kind whatsoever which the Landlord may fromtime to time reasonably
consider necessary or desirable and which are in accordance with the principles of good estate management of the Centre

Section B
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(a) al reasonable and proper fees chargesexpenses and commissionsincurred in the administration and management of the Centre or
payable to any solicitor accountant surveyor valuer agent or architect or any of them whom the Landlord may from time to time
employ in connection with the management or maintenance of the Centre includingthe cost of preparing or causing to be prepared
statements of said costs charges and expenses and auditing the same but excluding any fees charges expenses and commission paid for
the collection of rent from the tenantsof and theletting or reletting of any premises on the Centre

(b) acharge equivalent to ten per centum of the aggregate costs expenses and outgoings referred to in Section A of this part of this
Schedule such sumto bein respect of the general administration and supervision costs of the Landlord relating to or in connection with
the matters specified or referred toin Section A of this part of this Scheduleor any of them

(c) suchreasonable and proper sum as the Landlord shall in its reasonable discretion think fit as being a reasonable provision for
expenditure likely to be incurredin thefuture in connection withthe matters mentioned in Section A of this part of this Schedule

PART V
SECTION A
(ESTATE SERVICES)

(8) Repairing resurfacing cleaning lighting maintaining and (where necessary) renewing replacing and improving the estate roads
serving the Estate and the forecourts car parking areas loading bays landscaped areas boundary wallsfences hedges gates entrances
and signs now or at any time during the Term constructed on the Estate including any drains sewers pipes cables guttersinspection
chambers or any other services or fittingsrelating thereto over in or under the Estate whichin each case are not theresponsibility of
any individual tenant or occupier to maintain

(b) Retaining and providing the servicesof all staff necessary for the efficient maintenance and management of the Estate together with
any working accommodation for such staff

(c) Maintaining security services in respect of the Estate which are sufficient in the Landlord's reasonable opinion

(d) The maintenance replacement renewal and improvement of the sewerage pumping station and drainage and sewerage system
serving the Estate

22
(e) Compliance by the Landlord with every noticeregulation or order of any competent local or other authority in relation to the Estate
or its appurtenances

(f) Effecting and maintainingin force an insurance policy or policies against any and every liability of the Landlord for injury to or
death of any person (including every agent servant and workman of the Landlord) and damageto or destruction of the property of any
such person arising out of the maintenance of the Estate

(g) Carrying out all other work or providing services of any kind whatsoever which the Landlord may from time to time reasonably
consider necessary or desirable and which are in accordance with the principles of good estate management of the Estate

Section B

(a) al reasonable and proper fees chargesexpenses and commissionsincurred in the administration and management of the Estate or
payable to any solicitor accountant surveyor valuer agent or architect or any of them whom the Landlord may from time to time
employ in connection with the management or maintenance of the Estateincluding the cost of preparing or causing to be prepared
statements of said costs charges and expenses and auditing the same but excluding any fees charges expenses and commission paid for
the collection of rent from the tenantsof and theletting or reletting of any premises on the Estate

(b) acharge equivalent to ten per centum of the aggregate costs expenses and outgoings referred to in Section A of this part of this
Schedule such sumto bein respect of the general administration and supervision costs of the Landlord relating to or in connection with
the matters specified or referred to in Section A of this part of this Scheduleor any of them

(c) suchreasonable and proper sum as the Landlord shall in its reasonable discretion think fit as being a reasonable provision for
expenditure likely to be incurredin thefuture in connection withthe matters mentioned in Section A of this part of this Schedule

PART VI
(SPECIFICATION AND PLANS FORNOTIONAL OFFICE BUILDING
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FOR RENT REVIEW PURPOSEYS)

See annexure
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88 M LTON PARK HYPOTHETI CAL OFFI CE
SPECI FI CATI ON
VERTEX [ FOR RENT REVI EW
PURPCSES]

EXPLANATORY NOTE:
The purpose of this specification isto describe the premises to be valued on rent review as outlined in the lease.
Broadly "the Centre" and theexternal parts of "the Premises" (as described in the lease) are as outlined in the Agreement for Lease.
However, it isassumed for rent review that the Premises have been fitted out on both ground and first floors ascomfort cooled open
plan offices. Both coreareas are fitted to the developer's specification, as outlined in the Agreement for Lease.

GENERAL

Building 88 isatwo storey building comprising C 2,300 sqm. The building forms part of a development of three similar buildings
orientated in an'H' shape around a central courtyard. Building 88 has a third storey which hasbeen designed to accommodate plant,
both in an enclosed central area and on open 'balconies’ at both ends of the building. The building has two entrance areas both forming
acore containing a stair and lift to thefirst floor, fitted separate male, female and disabled toilet areas, riser cupboards and doors into
the comfort cooled open plan office areas.
The core areas will be finished to anormal developers specification including plastered and painted walls, carpeted first floor landing
and stairs, non-slip ceramic tile finish to ground floor entrance with plasterboard ceilings and feature lighting. Perimeter radiators
provide space heating and WC areas have fully tiled walls, non slip ceramic tiles floors and are fitted with usual sanitary provision.
The ground and first floors of thebuilding are finished as high quality comfort cooled open plan offices. There is araised computer
floor, suspended ceiling with Cat 11 lighting, antistatic carpets throughout, floor socketsand air cooling systemwith associated filtered
fresh air ventilation. All plant serving the premises is housed within thethird storey plant room area.

The thermal performance of the externa building envelope will comply in al respects with the Building Regulations for England and
Wales, Part L, 1995.

1 FOUNDATIONS

Mass concrete trench fill and pad foundations on vibro-compacted sub-grade, designed in accordance with the recommendations of the
siteinvestigation report No 31095/01 dated June 1997.

2 STRUCTURAL FRAME
Steel frame with intumescent paint or boarding to achieveas required fire protection.

Hot rolled structural steel trusses, shot blasted and zinc phosphate primed finish supporting cold rolled galvanised steel purlins.
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88 M LTON PARK HYPOTHETI CAL OFFI CE
SPECI FI CATI ON

VERTEX
PURPCSES]

scr eed

[ FOR RENT REVI EW

GROUND FLOCR SLAB

In-situ nesh reinforced concrete slab on granul ar sub-base to core
areas, wi de bay reinforced concrete slab and granul ar sub-base to

of fice areas designed for uniformy distributed |oad of 20kN nifO THE
PONER OF2 (400lb per sq ft). Insulation 'U value is to be 0.45WniTO
THE PONER OF2 or better.

EXTERNAL WALLS

Masonry-cavity wall with 'Red Bank Gobelin' or simlar external facing
brick skin, 160mm cavity with 75mm rockwool partial cavity fill, and
140mm non-1 oad bearing dense bl ockwor k.

Insulation "U Value is to be 0.45WnTO THE POAER OF2 or better
Precast reconstituted stone lintels above first floor w ndows.

Al umi nium Pvf2 coated BS 18B 25 Dark Grey RAL 7037 Light Gey flat
conposite Luxal on cl adding panels in w ndow bays and Ki ngspan cl addi ng
panel s fixed horizontally with proprietary fixings at the plant room
and gabl e ends.

UPPER FLOORS

Precast concrete floor slabs to first floor 260nmm deep, designed for
uniformy distributed | oad of 6kN nTO THE POAER OF2 (120 I bs/sq ft).

Precast concrete floor slabs to plant roons 150nm deep, designed for
uniformy distributed |oad of 5.0KN nTO THE PONER OF2.

ROCF

Aluminum nmi Il finish standing seam Kal zi p roof cladding with 170mm

i nsul ation, vapour barrier and steel liner tray, to achieve 'U value
of 0.45WnmrO THE PONER OF2. Conceal ed al um nium gutters and exposed
downpi pes.

Precast concrete floor planks to flat roof areas 150mm deep with

to falls and Sarnafil single ply inverted flat roof system

GLAZI NG

Doubl e gl azed pol yester powder coated, colour Dark Gey BS 18 B 25
external and white RAL 9016 internal, thernally broken Hunter Dougl as
al um ni um wi ndows w th approximately 50% top hung opening |ights.

Pol yest er powder coated al um ni um doors and external fire exit doors.
Al ground floor windows to south and west elevations and first floor
wi ndows to west elevations to have external alum nium Ki ngfisher sun
| ouvres.

d azed rebated entrance doors, letter box and conduit for entry
control
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88 M LTON PARK HYPOTHETI CAL OFFI CE
SPEC!I FI CATI ON

VERTEX
PURPCSES]

east

10

[ FOR RENT REVI EW

I NTERNAL WALLS

Bl ockwork generally to underside of floors or roof structure, with a
plaster finish to core areas.

Bl ockwork to W C cubi cl es.
STAI RCASES
Precast concrete staircases to front entrances.

M1ld steel painted balustrading and maple handrail to front staircases
and | andi ng.

Ladder access to plant roons.
d avanised nild steel painted external spiral fire escape stair to

and west elevation. Galvanised mld steel painted external spiral fire
escape stair to south el evation

I NTERNAL FI TTI NGS
DOCRS

Internal entrance doors to be solid core maple veneered with vision
panels, with maple linings and architraves.

Al'l other doors off entrance areas to be solid core naple veneered
flush doors, nmaple linings and architraves.

Toil et cubicle doors to be maple with maple linings and architraves.
Ri ser duct doors to be painted MDF

DOCR FURNI TURE

Pul | handl es and ki ck/push plates to be stainless steel, and other
i ronnongery satin anodi sed al unmi nium by Newran Tonks.

JA NERY

Skirtings to entrance and office to be naple areas. Wndow boards to
office areas to be maple

TO LETS

Toil et areas to have white china sanitaryware, |ami nate panels to
conceal ed WC and urinal cisterns, solid acrylic resin vanity units to
wash hand basins, toilet roll holders, mrrors, coat hooks and fused
spur outlets for hand dryers.
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88 M LTON PARK HYPOTHETI CAL OFFI CE
SPECI FI CATI ON

VERTEX [ FOR RENT REVI EW
PURPCSES]

11 INTERNAL FINISHES

WALLS
Front entrance, staircase, landing and office areas to be plastered and finished with emulsion paint finish.
Toilet wallsto be plastered and have full height Langley ceramic tiles.

FLOORS

Staircase, landing and office areas to have Escopallas Excell carpet tiles anti-staticto IBM Standard for general office usewith nosings
to staircase tread.

Cleaners room to be sand/cement screed with sheet vinyl flooring.

Toilet areas to be sand/cement screed with slip resistant 300 x 300mm Langley ceramic tiling.

Front entrance to have non-dlip Langley ceramictile finish withmatwell and aluminum/polypropylene entrance matting.
CEILINGS

Entrance, staircase and landing areas generally to have Gyproc MF plasterboard ceiling.

Toilet areas to have exposed narrow grid Armstrong Microlux Dune suspended ceiling with 600 x 600mm moisture resisting tiles.

Office areas to have exposed narrow grid Armstrong Microlux Dune suspended ceiling with 600 x 600 tiles.

12 LIFT

2 No Eight person Schindler 100 hydraulic passenger lift.

Lift car door and returns are finished in stainless steel. Full height carpet tilesto sidewalls, half height carpet with tinted mirror to rear
wall and handrail below. Carpet tilesto floor. Concealed lighting to ceiling.

13 ELECTRICAL INSTALLATION

The incoming electrical supply will be provided by the local eectricity supply authority, and will be delivered and metered at low
voltage, maximum anticipated load allowance of 290 KVA.
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88 M LTON PARK HYPOTHETI CAL OFFI CE
SPECI FI CATI ON

VERTEX [ FOR RENT REVI EW
PURPCSES]

Separate cable risers shall be provided 1 per each building core.

El ectrical risers to be fitted out with lighting and small power

distribution systens for first floor only. Datal/conmmunication risers
to

be provide space for tenant fit out.

13.1 LI GHTI NG

Energency lighting, based on integral or renpte battery units shall be
provided to all relevant escape route areas in accordance with BS5266
and as required by the local authority.

Lighting installation shall conprise of the follow ng areas and the
artificial average illunmination level wll be:-

i) Entrance: - 200-300 Lux; wall nounted |ow energy Marlin
| um nai res

i) Staircases and | anding areas:- 150 Lux; Marlin recessed | ow
energy conpact fluorescent |um naires.

iii) Toilets:- 150 Lux; |ow energy recessed conpact fl uorescent
Marlin luminaires to cubicles and circul ation areas, |ow
. vol tage Marlin downlighters or pelnmet lighting over the
vanity
units.

iv) Pl ant rooms :- 200-250 Lux; linear fluorescent |umnaires
with netal reflectors or conpact fluorescent bul khead
| um naires surface fixed.

V) Open plan office : 400 Lux; recessed nodul ar fl uorescent
lumnaires in 600 x 600mm nodules with 2 x 40W 2L | anps
(mai ns
frequency) and LG3 Cat 2 louvre within full accessible
suspended ceiling. Facility for automatic |ighting contro
system

13.2 POVNER DI STRI BUTI ON

Singl e and double outlet switched 13 anp socket outlets shall be
positioned within the core areas and plantroons to provide for routine
mai nt enance, cleaning and general services.

13.3 FI RE ALARM

A "break glass" fire alarminstallation and automatic snoke detection
system shall be provided to all core and office areas of the building
designed in accordance with BS5839, protection category L2. The alarm
and detection systemshall have the facility to be extended to
accomodate tenant requirenents. Fire alarm sounders are provided to
gi ve coverage to the whole of the building based on an open plan

basi s.

13. 4 LI GATNI NG PROTECTI ON

The building shall be provided with its own |lightning protection
system
desi gned in accordance with BS6651
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88 M LTON PARK HYPOTHETI CAL OFFI CE
SPECI FI CATI ON

VERTEX [ FOR RENT REVI EW
PURPCSES]
13.5 ACCESS SYSTEM PROVI SI ON
An access conduit system shall be provided from external doors to
above
suspended ceiling to all external doors for the installation of a
security system by a future tenant.
14 HEATI NG, PLUMBI NG AND VENTI LATI ON
14.1 GAS - CGENERAL
2 No | ow pressure 65mm di a. gas connections shall be provided fromthe
| ocal supply authority nains to the gas neter enclosures. Both gas
mains rising to serve two gas fired | ow pressure hot water (LPHW
‘"l deal CXD 70" boilers at roof level in the plant room which provide
hot water distribution (14.4 below) and space heating (14.6 bel ow) and
shall be provided to conply with |ocal gas board regul ations.
14.2 WATER - GENERAL
2 No dedicated 35 mmdia. water connection will be provided fromthe
| ocal supply authority nmains to 2 No cold water storage tanks in the
pl ant room
14. 3 COLD WATER DI STRI BUTI ON
Col d water distribution within the 2 core areas of toilet/cleaners
accomodation is provided fromthe storage tanks. Cold water connected
to all sanitary fittings in both core areas.
14. 4 HOT WATER DI STRI BUTI ON
The building shall be provided with four gas fired boilers in the
pl ant

~room (as in 14.1 above) capable of serving hot water to al
appropriate
sanitary fittings in both core areas and space heating requirenents in
all areas. Two hot water systens will be provided with each system
conprising of two gas fired boiler units, pressurisation set, primary
and secondary pi pework and hot water treatnment equi pnrent | ocated

within
t he dedi cated plant room

14.5 COCOLI NG
Ceiling nmounted | ocalised cooling units with individual condenser
pl ant nounted externally on flat roof areas. Each cooling unit wll
have a wall nounted over-ride controller for manual on/off and
tenmper ature adj ust ment.

14.6 HEATI NG
Heating will be provided by gas fired boilers (as at 14.1 above)
feeding pressed steel perineter panel radiators in all areas.

14.7 VENTI LATI ON

Fresh air will be provided to all open plan office areas by neans of
roof nounted packaoed air handling units containing filters, heating
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88 M LTON PARK HYPOTHETI CAL OFFI CE
SPECI FI CATI ON

VERTEX [ FOR RENT REVI EW
PURPCSES]

The filtered fresh air then being delivered at roomtenperature to the
space fromceiling nounted grills.

Toil et/ cl eaners extract ventilation will be provided to serve the

cores
by central extract fan units in the plantroom Supply air shall be
introduced fromthe adjacent circulation areas. Toilet and cl eaners
areas shall be mmintained at a negative pressure with respect to
surrounding areas to control migration of odours etc.
Ventilation to the roof plant roonms shall be provided to neet |oca
authority requirenments via louvres in the external walls.

14.8 Gener al
The sanitary and pl unbing systens to serve the toilet and cl eaner
accomodation shall be designed in accordance with current Codes of
Practice and to suit requirenments of |ocal authority.

1 | NCOM NG SERVI CES
Services to be installed to the buildings as follows: -
FOUL AND SURFACE WATER SEWERS - Connected to existing main drai nage
system
ELECTRICITY - Cables to be laid to existing SEB | ow vol tage system
GAS - Pipes to be laid to British Gas main supply.
BT, MERCURY AND COMTEL - Ducts to be installed for BT, Mercury
Conmuni cati ons and Cont el
WATER SUPPLY - Pipework to be laid to existing Thames Water nmains
suppl y.

2 EXTERNAL LI GHTI NG

Lighting to pedestrian access, car parking, utility and amenity space
with low | evel bollards and 5m colums with anenity |um naires, Thorn
Johanna or simlar with 150Whigh pressure SON |lanp in a decorative
housing with a dished reflector above, to achieve average illum nance
of 3-5 Lux.

PART VII
GUARANTEE PROVISIONS
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(1).

(2).
(a)

under

2. (b)
2.(b)1

2.(b)2
t he

2.(b)3
and

2.(b)4
(if

2.(b)5

(3)
3.(a)

3. (b)

Lease;

3.(c¢)
(4).

The @Quarantor guarantees to the Landlord the due and punctual paynent
and performance by the Tenant of all the tenant's obligations and
liabilities under this Lease and shall indemify the Landl ord agai nst
all | osses damages costs and expenses arising or incurred by the
Landl ord as a result of the non-paynent or non-perfornmance of those
obligations or liabilities

The obligations of the Guarantor under this Lease:-

constitute a direct primary and unconditional liability to pay on
denand to the Landlord any sum which the Tenant is liable to pay

this Lease and to perform on demand by the Landlord any obligation of
the Tenant under this Lease w thout the need for any recourse on the
part of the Landlord agai nst the Tenant;

will not be affected by:

any tinme or indulgence granted to the Tenant by the Landl ord;

any legal linmtation disability or other circunstances relating to

Tenant or any irregularity unenforceability or invalidity of any
obligations of the Tenant under this Lease;

any licence or consent granted to the Tenant or any variation in the
terms of this Lease save as provided in Section 18 of the Landl ord

tenant (Covenants) Act 1995;

the rel ease of one or nore of the parties defined as the Guarantor
nore than one); or

any other act omission matter event or thing whereby (but for this
provi sion) the Quarantor would be exonerated in whole or in part from
the guarantee other than a rel ease by deed given by the Landl ord.

So long as this guarantee remains in force the Guarantor shall not:-
in the event of any bankruptcy liquidation rehabilitation, noratorium
or other insolvency proceedings relating to the Tenant claimor prove
as creditor in conpetition with the Landl ord; or

be entitled to claimor participate in any security held by the
Landl ord in respect of the obligations of the Tenant under this

or
exerci se any right of set-off against the Tenant

If:-

24
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4. (a)

the Tenant (being a conpany) enters into |liquidation and the

I i qui dat or

4.(b)

4.(c)

4. (d)

(5).

ef f ect

(6).

(7).

disclains this Lease; or

the Tenant (being a conpany) is dissolved and the Grown disclains this
Lease; or

the Tenant (being an individual) becones bankrupt and
the trustee in bankruptcy disclains this Lease; or

this Lease is forfeited

then within six nmonths after the disclaimer or forfeiture the

Landl ord may require the Guarantor by notice to accept a | ease of

the Prem ses for a termequivalent to the residue which would have
remai ned of the Termif there had been no disclainer or forfeiture at
the sane rents and subject to the same covenants and conditions
(including those as to the review of rent) as are reserved by and
contained in this Lease

The new | ease and the rights and liabilities under it shall take

as fromthe date of the disclainer or forfeiture and the Quarantor
shall be liable for all paynents due under the new | ease as fromthe
date of disclainer or forfeiture as if the new | ease had been granted
on the date of disclaimer or forfeiture.

The Guarantor or his personal representatives shall pay the Landlord's
costs of and accept the new | ease and shall execute and deliver to the
Landl ord a counterpart of it.

If the Landlord does not require the GQuarantor to take a | ease of the
Prem ses the Guarantor shall pay to the Landl ord on demand a sum equa
to the rents that would have been payable under this Lease but for the
disclaimer or forfeiture in respect of the period fromthe date of the
disclaimer or forfeiture until the date which is six nonths after the
date of the disclainmer or forfeiture or the date on which the Prem ses
have been re-let by the Landlord whichever first occurs

EXECUTED as a DEED

)
by MLTON PARK LI M TED

)
acting by: -
)
Director
Secretary
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EXECUTED as a DEED
)
by VERTEX PHARMACEUTI CALS

)
(EURCPE) LIM TED acting by: -
)

Di rect or

Secretary

EXECUTED AS A DEED
)
by VERTEX PHARMACEUTI CALS

)
| NCORPORATED acting by: -
)
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CONSENT OF INDEPENDENT ACCOUNTANTS
We consent to theincorporation by reference in the Registration Statements of Vertex Pharmaceuticals Incorporated on Form S-8 (File
Nos. 33-48030, 33-48348, 33-65742, 33-93224, 33-12325, 333-27011 and 333-56179) of our report dated February 25, 1999 on our
audits of the consolidated financial statements of Vertex Pharmaceuticals Incorporated, as of December 31, 1998 and 1997, and for
yearsended December 31, 1998, 1997 and 1996, which report isincluded in this annual report on Form 10-K.

PricewaterhouseCoopers LLP

Boston, Massachusetts
March 29, 1999

ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE COMPANY'S YEAREND REPORT ON FORM 10-K, FOR THE TWELVE
MONTHS ENDED DECEMBER 31, 1998 AND ISQUALIFIEDIN ITSENTIRETY BY REFERENCE TO SUCH FINANCIAL STATEMENTS.

MULTIPLIER: 1,000
CURRENCY: U.S. DOLLARS

PERIOD TYPE 12 MOS
FISCAL YEAR END DEC 311998
PERIOD START JAN 311998
PERIOD END DEC 311998
EXCHANGE RATE 10
CASH 24,169
SECURITIES 221,483
RECEIVABLES 0
ALLOWANCES 0
INVENTORY 0
CURRENT ASSETS 248,708
PP&E 42,621
DEPRECIATION (28,145)
TOTAL ASSETS 266,346
CURRENT LIABILITIES 13,102
BONDS 0
PREFERRED MANDATORY 0
PREFERRED 0
COMMON 254
OTHER SE 245,958
TOTAL LIABILITY ANDEQUITY 0
—

s 2002
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SALES

TOTAL REVENUES
CGS

TOTAL COSTS
OTHER EXPENSES
LOSSPROVISION
INTEREST EXPENSE
INCOME PRETAX
INCOME TAX
INCOME CONTINUING
DISCONTINUED
EXTRAORDINARY
CHANGES

NET INCOME
EPSPRIMARY
EPSDILUTED

0
44,398
0
76,803
0

0

681
(33,086)
0

(33,086)
0

0

0
(33,086)
(1.31)
(1.31)

End of Filing
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