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NAI Hunneman helps Massachusetts
Attract Outside Companies

In what may be the largest life science deal to date with an outside
company from Massachusetts, Bristol Meyers-Squibb will develop
a 750,000 square foot biologic manufacturing plant on an 85 acre
site at Devens. Groundbreaking took place in late April 2007. The
site, which was purchased from MassDevelopment, and repre-
sented exclusively by NAI Hunneman, will be the future home to
over 550 employees.

Bristol Meyers-Squibb cited Massachusetts’ strong existing
bio-manufacturing employee base, the speed of permitting (in
this case, 60 days) and up to $20 million in infrastructure costs

at Devens and $34 million in tax incentives as their primary reason
for choosing Devens over competing properties in North Carolina,
New York and Rhode Island.

In another win for Massachusetts
and NAI Hunneman, Percivia,

a partnership between DSM
Pharmaceuticals and Crucell SA
has leased nearly 50,000 SF of
laboratory space in the East
Cambridge market. The new
company chose Massachusetts
after a review of competing sites
in North Carolina and Maryland.

1 Hampshire Street, Cambridge
Tenant: Percivia

Collaborations Fueling Local Expansion

Collaborations between big pharma, big biotech, local health
institutions, and newer life science companies in Eastern MA are
fueling what many are saying is the most concentrated life science
market in the world. As a leading hub for life science companies,
Massachusetts real estate markets have benefited from the con-
venience offered for new collaborative ventures that remain close
to existing company facilities. These collaborations have directly
impacted both the need for expanded laboratory space and the
schedule for anticipated clinical trials and product approvals.

Some recent examples of these collaborations include:

B Vertex announced a deal for up to $545 million with Johnson

& Johnson for the rights to sell its Hepatitis C drug (now in Phase |ll
human trials) overseas. Vertex also earned a milestone payment for

its cancer treatment partnership with Merck upon reaching Phase |l
human clinical trials. Merck will expand the trials from colorectal to
lung cancer.

B Novartis now owns 56% of Cambridge biotech Idenix and
has licensed two drug candidates for Hepatitis B and C in that
partnership. Novartis also has a collaboration with Momenta
through its generics division Sandoz and a partnership with
Alnylam to develop a pandemic flu treatment.

B Immunogen extended its collaboration with Sanofi-Aventis
on four compounds in clinical trials, two of which are also joint
ventures with Genentech, and licensed antibodies technology
to Sanofi as well.

B Children’s Hospital announced it has begun a program to
clone human embryonic stem cells in collaboration with the
Harvard Stem Cell Institute.

The Eastern Massachusetts
Life Science Real Estate Market

Boston and Cambridge

B The Cambridge total office/lab market (both Class A and B)
increased only slightly over the last year from 17.1 to 17.5 million
SF, of which 7.3 million SF is now classified as existing lab space.
Despite a large surge in property acquisitions for lab development,
the proportion of lab space versus office space in Cambridge is for
the moment holding at last year's 42% until more of those properties
are completed. The current vacancy of existing Cambridge lab space
reveals more of the story on this active market, having dropped by
2.6 points to 10.6% over the last year. (continued on next page)
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B The Boston lab market tells a good story too, increasing gradually
as more projects come on line. The total supply of non-institutional
leased space now stands at almost 2 million SF with a vacancy of
3.6%, tightening from last year’s 1.8 million SF at 6.6%. When the
Center for Life Science in Longwood is completed in 2008, Boston’s
lab inventory will approach three million SF. For now it appears that
Boston’s strength in life science real estate remains the institutional
cluster of the Longwood Medical Area (LMA). Both city and state
officials support a more robust life science market and that is trans-
lating into growth in other parts of the city. Dana-Farber’s expansion
in the Seaport District may be the beginning of things to come. If
and when the Bioterrorism NEIDL facility next to Boston Medical
Center is approved, there should be more prospects for development
in that part of the city as well.

Vacancy Trends for Lab Sapce
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B NAI Hunneman predicted in last year’s Life Science Report

that any space that could be developed for the lab market in
Cambridge would be. That forecast amost looks understated at
this point after the highly competitive frenzy of record-price sales to
life science landlords that has occurred in East Cambridge, including
conversions of several former office building icons to lab space.
The big winners in that sweepstakes have been Alexandria Real
Estate Equities and BioMed Realty. Those two companies alone
have bought up most of the East Cambridge lab-capable properties
on either side of MIT. The main reason is the proximity to the
academic research cluster which facilitates collaboration with the
rest of the Longwood/Cambridge players. Many of the strongest
life science companies from outside Massachusetts continue to
locate and expand in East Cambridge for the same reason.

B Anyone who doubts the power of this preference for immediate
proximity should check the impressively long list of collaborations
between local companies, many of which lie within the East
Cambridge/LLMA borders. The NAI Hunneman Life Science Report
is based on the premise that these collaborations are propelling
scientific progress, which in turn leads to positive clinical trial results,
FDA approvals, increased IPO’s and other financing methods, all of
which stimulate demand for more lab space in Eastern Massachu-
setts. This activity has been described more fully in the complete
edition of this report (see conclusion for contact information).
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West Suburban

B The West Suburban market is developing along with the urban
core. The West total now stands at 2.6 million SF of existing lab
space, with a higher 29.2% vacancy. This market continues to
relieve the tightness of the Cambridge/Boston market as the logical
geographical vector out of the city. A typical headquarters or
expansion search for Cambridge companies is to compare the
Route 2 to 128/95 corridor (Watertown, Lexington, Bedford and
Waltham) in order to evaluate the cost/benefit analysis of leaving
the usually more expensive urban core.

North Suburban

B The North Suburban market kept a steady inventory with no
major new lab projects added and vacancy at 9.0%. The vacancy
figure here is somewhat deceiving, as Cummings Properties, by far
the dominant provider, can create more facilities on demand at any
time for the growing life science market, through conversion of

its huge inventory of flex buildings and creation of startup lab
incubator suites.

South Suburban

B Lab activity in the South Suburban market is still spotty and
has not caught up to the lingering supply of existing facilities, as
reflected in the 27.9% vacancy rate on just over one million SF.

Rents and Terms: All Markets

B Cambridge and Boston: existing lab space has now tightened
to the point where rates for existing lab suites have risen from the
$30’s to asking in the $40’s/SF NNN, with allowances up to $50/SF
for re-leasing. New first class lab-capable shell space has risen
from the mid $40's to once again being quoted in the $60’s/SF NNN,
with slightly lower $110-$125/SF landlord build-out allowances,
down from a peak of $150/SF. Several notable large leases have
occurred in the mid $50’s (see Lab Deals section below) and the
upward pressure on rates is expected to continue.

B Suburbs: existing lab quotes still range from the mid $20’s
to the mid $30’s/SF NNN, depending on location, quality and
build-out allowance.

B Build-out allowances: approaching turnkey levels in the low
$100’s/SF are now typical for first class shell space lab deals.
30%-40% increases in construction costs in the last two years have
driven up these numbers as much as market competition has.

Property and Investment Market Overview:
2006 was a banner year for property development companies in
the Massachusetts life science industries. As was mentioned earlier
in this report, NAl Hunneman has observed this trend for a number
of years and we are confident it will continue with prices rising due
to limitations on supply.

Some notable leasing and investment deals since our last
report include:

B The Beal Companies and Alexandria Real Estate Equities
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made big news as seller and buyer for the sale of 300 Third Street
for $72.7 million, setting a record rate at $553/SF. The building is
leased as high-priced lab space, with one of the four floors
remaining to be leased.

B Alexandria continued its
efforts to dominate East Cambridge
lab property by winning the bidding
at $95 million for Life Science
Square, a 184,577 SF Lab/R&D
park across the street from 300
Third Street, also formerly owned
by The Beal Companies. This
follows Alexandria’s even bigger
purchase of the 1.17 million SF
Technology Square campus for $600 million, or almost $510/SF.
Seller MIT will maintain control of the land.

300 Third Street, Cambridge,
Landlord: Alexandria

Alexandria is also in gear with its lab redevelopment of 161 First
Street, a 1980’s East Cambridge brick/beam rehab office icon, at
one time the home of Lotus Development. Another Alexandria
conversion at 167 Sidney Street is now a success with a 27,000
SF full-building lease to Idera.

B BioMed Realty Trust quietly followed Alexandria’s example
in picking up a 48,000 SF brick/beam office and lab building at 58
Charles Street, Cambridge. Like 161 First Street, 58 Charles has
been a popular brick/beam East Cambridge office building with
some lab space in the basement.

B The Beal Companies followed up their sale of 300 Third Street
with its Rockwood Capital joint venture purchase of One Kendall
Square for $210 million, or $230/SF. One Kendall, the venerable
birthplace of East Cambridge biotech market, filled up some key
vacancies in the several months before the sale with a flurry of
internal expansion lab deals, and is now mostly leased. The expan-
sion deals included: Idenix for 44,000 SF, Helicos for 27,000 SF
and Pervasis for 8,000 SF. Merrimack relocated from there from
nearby Life Science Square to take 32,000 SF. Beal/Rockwood is
planning to develop a new residential building and make improvements
to boost the retail and other ground floor components of the project.

‘& 7 M BioMed Realty Trust,
after buying seven buildings
last year from Lyme Prop-
erties, has bought and is
completing the 301 Binney
Street companion to their
existing 320 Bent Street.
The 420,000 SF building
has set a new Cambridge record of over $700/SF for the com-
pleted project. A 112,000 SF expansion lease has been signed
with Microbia.

301 Blnney Street, Cam rldge
Tenant: Microbia

B Next door Biogen Idec sold 241 Binney Street, a 130,000 SF
outdated lab building, to Alexandria for an upgrade to first class
lab space.
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B A half block away Alexandria also picked up 101 Rogers
Street, a 50,000 SF brick-beam office building for $13 million.

B Lyme Properties also made top sales news in the Longwood
Medical Area with the sale of its 702,940 SF Center for Life Sciences
to BioMed Realty Trust. BioMed will invest some $700 million,
for a record $1,000/SF, by the time it completes the construction
underway now. The project is already leased to major tenants Beth
Israel Deaconess (360,000 SF), Children’s Hospital (100,000
SF), Dana Farber Cancer Institute (50,000 SF), and the CBR
Institute for Biomedical Research (50,000 SF).

B Children’s Hospital has clearly signaled the expansion
pressure in the Longwood Medical Area with its plans to buy the
Brookline Place complex in Brookline Village from Winn Companies.
The first sale of One Brookline Place was $59.7 million, or $585/SF,
for the 102,000 SF building, similar to the recent East Cambridge
prices.

B Dana-Farber Cancer Institute has embarked on an ambitious
campaign to raise $1 billion, including funding the Center for
Cancer Care, a 275,000 SF, 13-floor treatment center on its
Longwood campus at the corner of Brookline Avenue. About

half of the campaign’s goal has already been reached.

B Dana Farber has also gained attention for opening a “Harbor
Campus” in the South Boston Seaport District. The first phase is a
lease of 50,000 SF at 27 Drydock Avenue in the Marine Industrial
Park to conduct animal research, store tumors and house medical
records.

B The Broad Institute has moved most of its personnel into the
brand new 230,000 SF headquarters at 7 Cambridge Center. The
Broad will retain its existing 26,000 SF at 320 Charles Street, the
R&D facility owned by the Whitehead Institute in which the
human genome was computed.

B FoldRx made the jump from East Cambridge to 30,000 SF
in the new building that the Bulfinch Companies built on the
western edge of Cambridge Discovery Park, Building 100.

m With Cambridge generating high rents and low vacancy;, it should
be no surprise that more alternatives will be offered in the nearby
suburbs. One of the most notable is the planned redevelopment of
the seven-building Bear Hill Road portfolio in Waltham purchased by
King Street Properties. Three of the buildings wil be programmed
to offer 80,000 SF of lab space at $35-$40/SF rents intended to
attract incubating life science startups.

| In line with the King Street strategy, Syntonix, a subsidiary of
Biogen Idec, leased 25,000 SF at 9 Fourth Avenue in Waltham
from JF White.

B Praecis Pharmaceuticals sold its 180,000 SF headquarters
in Waltham to Intercontinental Real Estate for $51.2 million in
order to reduce debt and fund clinical trials. Praecis will lease back
65,000 SF.

(continued on next page)
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Property and Investment Market Overview (continued)

B The US government’s proposed National Emerging Infectious
Diseases Laboratory (NEIDL) at Boston University Medical
Center is still moving through neighborhood negotiations, with the
latest court ruling indicating that a thorough review of alternative
sites and worst-case scenarios must be made before approval

is granted.

B WPI and the Worcester Business Development Corporation
are in construction on the first 125,000 SF lab/office building at
Gateway Center, to be completed in spring 2007. The building

will be 75% leased to WPI's science labs and contain another
Massachusetts Bio Initiatives lab incubator, the third in the
Worcester market. Three more life science buildings are planned
there.

B Also establishing itself further in Central Massachusetts is
BioValve Technologies, through its New Jersey subsidiary
Valeritas, with a renovation of a 46,000 SF research and
manufacturing facility at 800 Boston Turnpike in Shrewsbury
that will serve both companies.

B Creating perhaps the largest Massachusetts life sciences
company, Tyco Healthcare will be renamed Covidien and

spun off while retaining the Tyco’s administrative headquarters for
1,300 people in Mansfield, 50 in Waltham, and 650 factory workers
in Chicopee.

B Rhode Island’s Astro-Med will sell its Braintree medical products
manufacturing plant and relocate to nearby Rockland.

B Indevus moved from Ledgemont Center in Lexington to 45,000
SF headquarters at 33 Hayden Avenue, Lexington.

Other companies reporting expansion of their facilities include:

B Amgen filing its Kendall Square research headquarters and
reportedly looking at more space nearby.

B Viacell leasing a second full floor at 245 First Street, Cambridge.

B Celunol expanding into 20,000 SF at 55 Cambridge Parkway.

B Momenta subleasing 22,300 SF of the 33,000 SF Archemix
expansion at 300 Third Street. Archemix committed to the second
floor to both expand and plan for its future growth, a clear sign of
the tightening East Cambridge lab supply.

B Vertex filing out its 675 West Kendall Street building, originally
intended to be its headquarters, after offering it for several years as
a sublet.

Forecast for the Massachusetts
Life Science Real Estate Markets

Rents will continue to rise in Cambridge and Longwood, while
the rest of the Eastern Massachusetts markets experience more
modest increases, due to less constrained supply. Look for the
following developments:

B The supply of incubator and small lab units is tightening up
again with the increased startup activity in the market.

B Once again we predict: anything that can be developed for life
sciences in Cambridge and Longwood, will be. The other markets
follow. The geographic boundaries of both East Cambridge and
Longwood are under pressure to expand. The East Cambridge lab
market clearly includes the Cambridgeport neighborhood on the
other side of MIT and Mass Ave. as well as the Kendall to Lechmere
span. The boundaries of the LMA will be pushed toward the
Brookline Village, Fenway, and Commonwealth Avenue corridors.

B Massachusetts had long wanted life science manufacturing to
stay here, but for years was thought of only as a research center
and lost manufacturing to other states. Last year in this report we
asked the question “will Massachusetts be able to lure, or even
keep manufacturing?” This year we have to feel that a new era is
possible, after seeing the unprecedented teamwork that brought
Bristol Myers-Squibb to the state. There is great hope that the
others like it will result in similar success stories for the state.

We appreciate your interest in the NAI Hunneman Life Science Report.

For a complete version of this report, including our summary of
Eastern Massachusetts life science collaborations, clinical advances, and
company financings, please contact Michael DiGiano, Chief Operating Officer
at mdigiano@naihunneman.com or 617-457-3410.
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